
C O ~ ~ ~ ~ E ~  
BEFORE THE PZJBLIC 

IN THE MATTER OF: THE APPLICATION OF KENTUCICY POWER 
COMPANY FOR (1) A CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY AUTHORIZING THE TRANSFER TO THE COMPANY OF 
AN UNDIVIDED FIFTY PERCENT INTEREST IN THE MITCHELL, 
GENERATING STATION AND ASSOCIATED ASSETS; (2) APPROVAL, 
OF THE ASSUMPTION BY KENTUCKY POWER COMPANY OF 
CERTAIN LIABILITIES IN CONNEXTION WITH THE TRANSFER OF 
THE MITCHEL,L GENERATING STATION; (3) DECLARATORY 
RULINGS; (4) DEFERRAL OF COSTS INCURRED IN CONNECTION 
WITH THE COMPANY’S EFFORTS TO MEET FEDERAL CL,EAN AIR 
ACT AND RELATED REQUIREMENTS; AND ( 5 )  FOR ALL OTHER 
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PUBLIC SERVICE 
COMMISSION 

Case No. 2012-00578 

WQUIRED APPROVALS AND RELIEF 

KIUC’S RESPONSES TO 
KENTUCKY POWER COMPANY’S 

FIRST REQUEST FOR INFORMATION 
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kwalton 

ransfer 



25 yr  amortization 

$000 $000 $000 $000 
FOM Capital Maj Capital Transfer 

I Mitchell 1 I Mitchell 1 I Mitchell 1 I Mitchell 1 I 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040 

0 0 0 
0 0 0 
0 0 0 

4,918 5,048 3,043 107,182 
4,928 4,451 1,427 
7,062 1,935 993 
5,772 
6,041 
7,298 
7,000 
5,464 
6,538 
6,669 
6,802 
6,938 
7,077 
7,218 
7,363 
731 0 
7,660 
7,813 
7,970 
8,129 
8,292 
8,458 
8,627 
8,799 

1,421 
2,520 
5,709 
3,305 
9,705 
4,941 
5,065 
5,192 
5,321 
5,454 
5,591 
5,730 
5,874 
6,021 
6,171 
6,325 
6,483 
6,646 
6,812 
5,586 
3,435 

3,234 
3,783 
2,146 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

8,975 1,408 0 
9,155 289 0 
9,338 0 0 

$0 
$0 
$0 

$21,034 
$21,865 
$24,408 
$23,769 
$24,919 
$27,275 
$27,438 
$27,260 
$29,024 
$29,863 
$30,722 
$31,602 
$32,503 
$33,426 
$34,372 
$35,340 
$3 6,33 2 
$37,348 
$38,389 

$40,546 
$41,664 
$42,614 
$43,267 
$43,640 
$27,745 

$39,454 

$137,359 

$262,967 



770/790 As of 12/31/2013 

(Transfer Date) 

Dr/(Cr) 

Mitchell 1 & 2 
201 4 535,911,367 770 MW 

from file AM3 ML 12-31-13 forecast.xls 



25 yr nmortization 

$000 $000 $000 $000 
FOM Capital Maj Capital Transfer 

I Mitchell 2 I Mitchell 2 1 Mitchell 2 I Mitchell 2 I 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040 

0 
0 
0 

4,880 
6,265 
6,016 
5,906 
6,781 
6,440 
7,036 
5,408 
6,537 
6,667 
6,801 
6,937 
7,075 
7,217 
7,361 
7,508 
7,659 
7,812 
7,968 
8,127 
8,290 
8,456 
8,625 
8,797 
8,973 
9,153 
9,336 

0 
0 
0 

5,048 
4,451 
1,935 
1,421 
2,520 
5,709 
3,305 
9,705 
4,941 
5,065 
5,192 
5,321 
5,454 
5,591 
5,730 
5,874 
6,021 
6,171 
6,325 
6,483 
6,646 
6,812 
5,586 
3,435 
1,408 
289 
0 

0 
0 
0 

3,043 
1,427 
993 

3,234 
3,783 
2,146 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

107,182 

$0 
$0 
$0 

$20,995 
$23,201 
$23,362 

$25,659 
$26,417 
$27,474 
$27,204 
$29,023 
$29,862 
$30,721 
$31,601 
$32,502 
$33,425 
$34,370 

$36,331 
$37,346 
$38,387 

$40,544 
$41,662 
$42,612 
$43,265 
$43,638 
$27,743 
$137,357 

$263,245 

$23,903 

$35,339 

$39,453 



770/790 As of 12/31120113 
(Transfer Date) 

Dr/(Cr) 

itcheil 2 
201 4 535,911,367 790 MW 

from file AM3 ML 12-31-23 forecast.xls 



25 yr  nmortizntion 

FONI Capital Mai Capital Transfer 

2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040 

I Mitchell 1 1 Mitchell 1 I Mitchell 1 I Mitchell 1 I 
0 
0 
0 

12,296 
12,321 
17,654 
14,429 
15,102 
18,246 
17,499 
13,660 
16,345 
16,672 
17,005 
17,345 
17,692 
18,046 
18,407 
18,775 
19,151 
19,534 
19,924 
20,323 
20,729 
21,144 
21,567 
21,998 
22,438 
22,887 
23,345 

0 
0 
0 

12,620 
11,128 
4,838 
3,554 
6,300 
14,273 
8,264 
24,262 
12,353 
12,662 
12,979 
13,303 
13,636 
13,977 
14,326 
14,684 
15,051 
15,428 
15,813 
16,209 
16,614 
17,029 
13,964 
8,588 
3,521 
722 
0 

0 
0 
0 

7,608 
3,567 
2,483 
8,084 
9,458 
5,365 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

267,956 

$0 
$0 
$0 

$52,584 
$54,663 
$61,020 
$59,422 
$62,298 
$68,187 
$68,596 
$68,149 
$72,560 
$74,657 
$76,805 
$79,005 
$81,258 
$83,566 
$85,930 
$88,351 
$90,831 
$9 3,3'70 
$95,972 
$98,636 
$101,365 
$104,161 
$106,536 
$108,168 

$69,361 
$343,398 

$657,417 

$109,100 



770/790 As of 12/31/2013 

(Transfer Date) 

Dr/(Cr) 
Mitchell 1 2% 2 

201 4 535,911,367 770 MW 
from file AM3 ML 12-31-13 forecast.xls 

200 300 328 
80 120 13 1 



385 
154 



2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040 

25 yr amortization 

$000 $000 $000 $000 

FOM Capital Maj Capital Transfer 
I Mitchell 2 I Mitchell 2 I Mitchell 2 I Mitchell 2 I 

0 
0 
0 

12,199 
15,661 
15,040 
14,764 
16,953 
16,100 
17,589 
13,520 
16,341 
16,668 
17,002 
17,342 
17,689 
18,042 
18,403 
18,771 
19,147 
19,530 
19,920 
20,319 
20,725 
21 ,I  39 
21,562 
21,993 
22,433 
22,882 
23,340 

0 
0 
0 

12,620 
11,128 
4,838 
3,554 
6,300 
14,273 
8,264 

24,262 
12,353 
12,662 
12,979 
13,303 
13,636 
13,977 
14,326 
14,684 
15,051 
15,428 
15,813 
16,209 
16,614 
17,029 
13,964 
8,588 
3,521 
722 
0 

0 
0 
0 

7,608 
3,567 
2,483 
8,084 
9,458 
5,365 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

267,956 

$0 
$0 
$0 

$52,487 
$58,004 
$58,406 

$64,148 
$66,042 
$68,686 
$68,009 
$72,557 
$74,654 
$7 6,80 2 
$79,001 
$81,255 
$83,562 
$85,926 
$88,347 
$90,827 
$93,366 
$95,968 
$98,632 
$101,361 
$104,156 
$106,531 
$108,163 
$109,095 
$69,357 

$59,757 

$343,393 

$658,111 



770/790 As of 12/31/2013 

(Transfer Date) 

Dr/(Cr) 
itchell 2 

2014 535,911,367 790 MW 
from file AM3 ML 12-31-13 forecastxls 

770.00 
790 

225 300 335 395 
90 120 134 158 





including Fringes 
x $1 

Mitchell 2 

Overtime Labor + Fringes 967 
Total Fixed Costs 15,283 16,875 17,952 
NOMI 8,275 4,717 4,889 

Overtime Labor + Fringes 967 
Total Fixed Costs 15.283 16,875 17,952 

Total Mitchell 1 and 2 

Capital 
x $1 

I I I 

I I I I I 

Mitchell I Production Capital (Non-Outage) 1,453 
Production Environmental Capital (Non-Outag 821 
Total Production Capital (Non-Outage) 2,274 
Production Capital (Outaqe) 7,827 
Production Environmental Capital (Outage) 1,711 I Total Production CaDital IOutaae) 9.538 

/Mitchell 1 (Total Production CaDital I 11.812 I 25.239 I 22.255 



Mitchell 2 

Major Environmental Capital 
x $1000 _ - - - -  .. 

*Notes: 
1) 2021 actual budget numbers have not been scrubbed by the plants and are therefore projected. 
2) Labor includes fringes. In 2013, the labor splits appear to be 85% to O&M; 13% to Fuels, and 2% to C 
3) Unit 0 values were prorated by MWs. 
4) BSI Does not have the UO FGD Landfill and Haul Road costs 
5) Labor includes fringes. AM3 labor is allocated by MWs. 
6) BSO values for MPHCS were all allocated to BS2. 
7) BS labor is distributed by MWs until 201 5 when BSI is scheduled for closure. 
8) BS Fixed costs from 201 5 to 2020 are estimated based on 201 3 and 201 4. Actual budget appears to h 
9) Forecasted Zimmer capital is not sorted by outage and non-outage so it has been lumped into non-out; 

10) Zimmer is the AEP portion. 
11) High level estimates subject to future refinements. 

Average O&M Outage dollars 
AM3 
BS2 
MLI 
ML2 
ZM 

$1 0,125 
$4,140 

$1 5,933 
$1 0,250 
$5,255 

Average Prod Capital Outage dollars 
AM3 
BS2 

$1 1,925 
$6,420 



MLI 
M L2 

$16,666 
$6,700 

2014 2015 2016 
50,478 44,511 19,352 
25,239 22,255 9,676 



Actual INIajor GBI 

IO00 

- 5,705 5,701 5,838 5,896 5,971 5,942 6,055 
15.970 15.1 61 16.520 16,691 17,024 16,496 15,983 

606 
21,676 20.862 22,357 22,587 22.996 22,438 22,644 

I 5.705 I 5.701 I 5.838 I 5.896 I 5.971 I 5.942 I 6.055 I I 
15,970 I 15,161 I 16,520 I 16,691 I 17,024 I 16,496 I 15,983 I 

- - 606 

21,676 20,862 22,357 22,587 22,996 22,438 22,644 

IO00 



9,932 32,338 37,833 21,459 0 0 

:spital. 

ave a former strategic plan applied with less labor. 
age levelized through 2040. 

Allowing for outlyers the estimated O&M outage will be $10,000. 

Allowing for outlyers the estimated Prod capital outage will be $12,000 

Zimmer O&M outage is the average of the 2012 and 2015 outages. 

II IlldIl=U uy 
I1 n.7\ tn 



\ “ - - I  -- 
the 4th 

Average power 
2012 $s 
10000 
12000 
7000 1800s Prod cap I 7878.5621 8114.9191 8358.3661 8609.1171 
5255 

2017 2018 2019 2020 202 1 2022 2023 2024 2025 
14,214 25,201 57,093 33,055 97,050 49,414 50,649 51,915 53,213 

7,107 12,601 28,546 16,527 48,525 24,707 25,324 25,958 26,607 





for 1300s and $7,000 for 800s. 



12667.7 
15201.24 

2026 2027 2028 2029 2030 2031 2032 2033 2034 
54,543 55,907 57,305 58,737 60,206 61,711 63,254 64,835 66,456 
27,272 27,953 28,652 29,369 30,103 30,855 31,627 32,417 33,228 

13047.73 13439.1 6 13842.34 14257.61 14685.34 151 25.9 15579.67 16047.06 
15657.28 161 27 1661 0.81 171 09.1 3 17622.4 181 51.08 18695.61 19256.48 







2035 2036 2037 2038 2039 
68,117 55,856 34,351 14,084 2,887 
34,059 27,928 17,176 7,042 1,444 



Kentucky Power 
Annual Investment Carrying Charge: 

For Economic Analyses 
As of 12/31/2011 

Investment Life (Years) 

Return (1 ) 
2 3 4 5 10 15 20 

8.62 8.62 8.62 8.62 8.62 8.62 8.62 

Depreciation (2) 48.91 31.64 23.01 17.85 7.71 4.50 3.01 

FIT (3) (4) 2.31 1.65 1.78 1.48 1.42 1.73 1.80 

Property Taxes, General & 
Admin Expenses 1.60 1.60 1.60 1.60 1.60 1.60 1.60 

61.44 43.52 35.01 29.55 19.35 16.45 15.03 

Appalachian Power 
Annual Investment Carrying Charger 

For Economic Analyses 
As of 12/31 /2011 

Investment Life (Years) 

2 3 4 5 10 15 20 
Return (1) 

Depreciation (2) 

Property Taxes, General & 
Admin Expenses 

8.06 8.06 8.06 8.06 8.06 8.06 8.06 

48.96 31.74 23.12 17.97 7.82 4.60 3.08 

2.23 1.60 1.72 1.43 1.36 1.65 1.72 

1.48 1.48 1.48 1.48 1.48 1.48 1.48 

60.72 42.88 34.38 28.94 18.73 15.79 14.34 

(1) Based on a 100% (as of 12/31/2011) and 0% incremental weighting of capital costs 

(2) Sinking Fund annuity with R1 Dispersion of Retirements 

(3) Assuming MACRS Tax Depreciation 



(4) @ 35% Federal Income Tax Rate 



S 

25 30 33 40 50 
8.62 8.62 8.62 8.62 8.62 

2.17 I .66 1.45 1.09 0.80 

1.58 1.44 1.37 1.26 1.16 

1.60 1.60 1.60 1.60 1.60 

13.98 13.32 13.04 12.58 12.18 

S 

25 30 33 40 50 
8.06 8.06 8.06 8.06 8.06 

2.23 1.71 l ” 4 9  1.12 0.81 

1.50 1.36 1.30 1.19 1 “ I O  

1.48 1.48 1.48 1.48 1.48 

13.28 12.61 12.33 11.85 1 1.45 



Unit 0 Costs Allocated 

I I I I I 

Big Sandy I 

Big Sandy I Total 

Non-La hor 1,352 1,321 1,375 
Straiaht-Time Labor 2,490 2.528 2.604 
Overtime Labor 78 48 50 
Total BCO 3,919 3,897 4,028 
NOMI 245 326 388 

Big Sandy 2 Total Non-Labor 4,165 4,084 4,250 
Strainht-Time Labor 7,661 7,780 8,013 
Overtime Labor 296 337 347 
Total BCO 12,122 12,202 12,610 

I t I I I I 



I I 

lBig Sandy 

I 

564 4,857 9,969 
Production Environmental (Outage) -t 200 1,621 3,860 
Production (Outage) 

I 

Production Capital 
Unit 0 Cosfs Allocated 

Big Sandy 1 

I 
I I 

I 



Production Environmental (Non-Outaae) 16.489 18.008 30.342 
Total Production Capital 59,977 73,017 57,638 

9) Forecasted Zimmer capital is not sorted by outage and non-outage so it has been lumped into non-out; 
I O )  Zimmer is the AEP portion. 
11) High level estimates subject to future refinements. 

Average O&M Outage dollars 
AM3 
BS2 
MLI 
M L2 
ZM 

Average Prod Capital Outage dollars 
AM3 
BS2 
ML1 
ML2 

$1 0,125 
$4,140 

$1 5,933 
$1 0,250 
$5,255 

$1 1,925 
$6,420 

$16,666 
$6,700 





IRP Estimate ===>>> 

9,412 
1,046 

9,694 9,985 10,285 10,593 10,911 11,239 11,576 11,924 
1,067 1.088 1,110 1 ,I 32 1,110 1,121 1,132 

15,924 
3,865 

16,930 17,422 17,938 18,531 15,333 18,391 18,569 18,763 
5,241 5,235 5,360 5,493 5,493 5,557 5,625 5,670 

5,705 
15,970 

I 35,309 I 28,859 I 30,205 I 36,492 I 34,998 I 27,321 I 32,690 I 32,494 I 31,617 I 

5,701 5,838 5,896 5,971 5,942 6,055 6,110 6,164 
15.1 61 16,520 16,691 17,024 16,496 15,983 15,487 15,006 

21,676 
4,605 

606 61 2 61 8 
20,862 22,357 22,587 22,996 22,438 22,644 22,208 21,788 

5,882 4,812 6,740 8,373 4,603 6,703 6,691 6,119 

5,705 
15,970 

21,676 

- 

5,701 5,838 5,896 5,971 5,942 6,055 6,110 6,164 
15,161 16,520 16,691 17,024 16,496 15,983 15,487 15,006 

- - 606 61 2 61 8 
20,862 22,357 22,587 22,996 22,438 22,644 22,208 21,788 



I 891 I 431 I 236 I 728 I 236 I 411 

I 891 I 291 I 376 I 728 I 236 I 41 I 

10,580 I 10,685 I 10,792 
1.688 I 1.704 I 1.721 

12.267 I 12.390 I 12.514 

12.815 I 12,944 I 13.073 
2.685 I 2.712 I 2.739 

520 1 525 I 530 
3,204 I 3,236 I 3,269 

16,020 I 16,180 1 16,342 
7,225 7,297 7,370 
2,664 2,691 2.71 8 

I I 

9,889 I 9,988 I 10,088 
2.391 1 2,415 I 2.439 

506 I 511 I 51 6 

2,897 2,926 2,956 
12.787 12.914 13.044 



23,183 17,207 42,624 39,540 23,290 132,028 
29,434 68,831 26,223 26,154 25,797 42,451 
52,617 86,038 68,847 65,694 49,086 174,479 

age levelized through 2040. 

Allowing for outlyers the estimated Q&M outage will be $10,000. 

Allowing for outlyers the estimated Prod capital outage will be $12,000 

Zimmer Q&M outage is the average of the 2012 and 201 5 outages. 

Average 

IlllldlGU uy 
(1.03) to 
the 4th 
Dower - 

2012 $s 
10000 



12000 11300s Prod cap I 13506.11 I 1391 1.291 14328.63) 14758.491 
7000 1800s Prod car, I 7878.5621 81 14.9191 8358.3661 8609.1 171 
5255 



1,143 
18.972 

1 ,I 55 1,166 1,178 1,190 1,202 1,214 1,226 1,238 
19,196 19,435 19.691 19.962 20,250 20.554 20,875 21,214 

6,219 I 6.275 I 6.331 I 6.387 I 6.445 1 6,502 I 6,560 I 6.619 I 6.678 1 

5,730 1 5,788 
5,665 I 5,728 

30,366 1 30.712 

5,844 5,903 5,962 6,021 6,081 6,142 6,203 
5,804 5,790 5,857 5,942 5,999 6,055 6,106 

31,083 31.384 31.781 32,213 32,634 33.072 33,523 

I 21,383 I 20,993 I 20,618 I 20,257 I 19,910 I 19,576 I 19,255 I 18,946 I 18,650 I 
14,540 

624 
14,088 13,651 13,227 12,816 12,418 12,032 1 1,658 11,296 

630 636 643 649 656 662 669 676 

6,219 I 6,275 I 6,331 I 6,387 I 6,445 I 6,502 I 6,560 1 6,619 I 6,678 

6,634 
2,999 

31,016 

6,611 6,584 6,742 6,778 6,835 6,921 6,982 7,051 
2,869 3,402 3,415 3,378 3,309 3,373 3,477 3,492 

30,473 30,604 30,414 30,066 29,720 29,548 29,405 29,193 

14,540 
624 

I I I I I I I I I I 

14,088 13,651 13,227 12,816 12,418 12,032 11,658 11,296 
630 636 643 649 656 662 669 676 

21,383 I 20,993 
6,640 I 6,616 

20,618 20,257 19,910 19,576 19,255 18,946 18,650 
6,589 6.747 6.784 6,841 6.927 6,987 7.057 



13,174 13,306 13,439 13,573 13,709 13,846 13,985 14,124 14,266 



51,332 I 51,845 I 52,363 52,887 I 53,416 I 53,950 

2025 
12667.7 

for 1300s and $7,000 far 800s. 

2026 2027 2028 2029 2030 2031 2032 2033 
13047.73 13439.1 6 13842.34 14257.61 14685.34 15125.9 15579.67 16047.06 



I 15201.241 15657.281 161271 16610.81 I 17109.131 17622.41 18151.081 18695.61 I 19256.481 



I 4,288 I 4,167 I 4,049 I 3,935 I 3,824 I 3,716 I 3,612 I 
16,031 1631 3 17,009 1731 9 18,046 18,588 19,146 
1,251 1,263 1,276 1,288 1,301 1,314 1,328 

21,569 21,942 22,334 22,743 23,171 23,619 24,085 
6,265 6,327 6,390 6,454 6,518 6,583 6,649 

t I 

6,738 6,798 6,859 6,920 6,982 7,044 7,107 
10,946 10,606 10,276 9,957 9,648 9,348 9,058 

682 689 696 703 71 0 71 7 724 
18,366 18,093 17,831 17,580 17,340 17,110 16,889 

682 
18,366 

34,005 1 34,506 I 35,021 I 35,555 1 36,111 I 36,688 I 37,285 

689 696 703 71 0 71 7 724 
18,093 17,831 17,580 17,340 17,110 16,889 

I I 

I 3.508 I 3.535 I 3.581 I 3.624 I 3.654 I 3.688 I 3.725 I 
I 28,998 I 28,821 I 28,677 I 28,542 I 28,405 I 28,282 I 28,174 I 
I 6.738 I 6.798 I 6.859 I 6.920 I 6.982 I 7.044 I 7.107 I 
1 I I I I I I 1 

I 10,946 I 10,606 I 10,276 I 9,957 I 9,648 I 9,348 I 9,058 I 







19834.1 71 20429.21 21042.071 21673.331 22323.531 22993.241 23683.04 
I 11569.931 11917.031 12274.541 12642.781 13022.061 13412.721 13815.111 

I I I I I I 

8685.7141 8946.2861 9214.6741 9491.1 151 9775.8481 10069.121 10371.2 



Year Month Plant Name Unit # VOM Fuel Handling 
c/M BTU 

2012 8 MITC1-KP 1 1.58 6.550 
2012 8 MITC2-KP 2 1.58 6.550 

Lime (FGD) 
2007 L-ML 
2012 L-ML 
2013 L-ML 
2014 L-ML 
2015 L-ML 
2016 L-ML 
2017 L-ML 
2018 L-ML 
2019 L-ML 
2020 L-ML 
2021 L-ML 
2022 L-ML 
2023 L-ML 
2024 
202s 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040 

$/mmhtu 
P 2007 LS-ML P 

0.0004 2012 LS-ML 
0.0004 2013 LS-ML 
0.0005 2014 LS-ML 
0.0005 2015 LS-ML 
0.0005 2016 LS-ML 
0.0005 2017 LS-ML 
0.0005 2018 LS-ML 
0.0005 1.0000 2019 LS-ML 
0.0005 1.0000 2020 LS-ML 
0.0006 1.2000 2021 IS-ML 
0.0006 1.0000 2022 LS-ML 
0.0007 1.1667 2023 LS-ML 
0.0008 2024 
0.0008 2025 
0.0009 2026 
0.0009 2027 
0.0010 2028 
0.0011 2029 
0.0011 2030 
0.0012 203 1 
0.0013 2032 
0.0014 2033 
0.0015 2034 
0.0016 2035 
0.0018 2036 
0.0019 2037 
0.0020 2038 
0.0022 2039 
0.0023 2040 



$/M BTU 
0.0655 
0.0655 

Trona 
2007 STR-ML 

0.0962 2012 SIR-ML 
0.1011 2013 STR-ML 
0.1160 2014 STR-ML 
0.1115 2015 SIR-ML 
0.1171 2016 STR-ML 
0.1230 2017 STR-ML 
0.1291 2018 STR-ML 
0.1354 2019 STR-ML 
0.1423 2020 STR-ML 
0.1493 1.0492 2021 STR-ML 
0.1569 1.0509 2022 STR-ML 
0.1646 1.0491 2023 STR-ML 

0.173 2024 
0.181 2025 
0.190 2026 
0.199 2027 
0.209 2028 
0.219 2029 
0.230 2030 
0.241 2031 
0.253 2032 
0.266 2033 
0.279 2034 
0.292 2035 
0.307 2036 
0.322 2037 
0.338 2038 
0.354 2039 
0.372 2040 

Urea 
P 2007 SU-ML 

0.0120 2012 SU-ML 
0.0124 2013 SU-ML 
0.0128 2014 SlJ-ML 
0.0136 2015 SU-ML 
0.0141 2016 SU-ML 
0.0145 2017 SlJ-ML 
0.0149 2018 SU-ML 
0.0154 2019 SU-ML 
0.0158 2020 SU-ML 
0.0162 1.0253 2021 SU-ML 
0.0166 1.0247 2022 SU-ML 
0.0170 1.0241 2023 SU-ML 
0.0174 2024 
0.0178 2025 
0.0183 2026 
0.0187 2027 
0.0191 2028 
0.0196 2029 
0.0201 2030 
0.0206 2031 
0.0211 2032 
0.0216 2033 
0.0221 2034 
0.0226 2035 
0.0232 2036 
0.0237 2037 
0.0243 2038 
0.0249 2039 
0.0255 2040 

P 
0.0925 
0.0977 
0.1006 
0.1034 
0.1081 
0.1110 
0.1148 
0.1193 
0.1228 
0.1267 1.0318 
0.1304 1.0292 
0.1346 1.0322 
0.1389 
0.1434 
0.1480 
0.1528 
0.1577 
0.1628 
0.1680 
0.1735 
0.1790 
0.1848 
0.1908 
0.1.969 
0.2032 
0.2098 
0.2165 
0.2235 
0.2307 



Fuel Handling ESC 2% 

0.0655 
0.0668 
0.0681 
0.0695 
0.0709 
0.0723 
0.0738 
0.0752 
0.0767 
0.0783 
0.0798 
0.0814 
0.0831 
0.0847 
0.0864 
0.0882 
0.0899 
0.091.7 
0.0936 
0.0954 
0.0973 
0.0993 
0.1013 
0.1033 
0.1054 
0.1075 
0.1096 
0.1118 
0.1140 

2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040 

0.2666 
0.2784 
0.2980 
0.2985 
0.3107 
0.3213 
0.3331 
0.3458 
0.3581 
0.3711 
0.3843 
0.3983 
0.4128 
0.4279 
0.4436 
0.4599 
0.4769 
0.4946 
0.5130 
0.5322 
0.5521 
0.5728 
0.5944 
0.6169 
0.6404 
0.6648 
0.6902 
0.7167 
0.7442 
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Steven .I. Ross 
2024296279 
sross@steptae.com . 

STFEPTOE & J O H N S O N  L L P  

1330 Connecticut Avenue, NW 
Washington, DC 20036-1 795 
202 429 3000 main 
www.steptoe.com 

October 3 1 ,20 12 

The Honorable Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C. 20426 

Re: Appalachian Power Company 
Kentucky Power Company 
AEP Generation Resources Inc. 
- Docket No. EC13- -000 

Dear Secretary Rose: 

Pursuant to Section 203 of the Federal Power Act and Part 33 of the Regulations 
of the Federal Energy Regulatory Commission, American Electric Power Service 
Corporation (“AEPSC”), on behalf of Appalachian Company, Kentucky Power Company 
and AEP Generation Resources Inc. (collectively with AEPSC, the “Applicants”), hereby 
submits for filing the attached Application for Authorization to Transfer Jurisdictional 
Facilities Under Section 203 of the Federal Power Act. AEPSC respectfully requests 
that the Commission establish December 17,2012, as the comment date for this 
filing. The requested comment period is substantiallv longer than the twenty-one 
day period that the Commission typically establishes for Section 203 applications 
that do not raise competitive issues. 

mailto:sross@steptae.com
http://www.steptoe.com


The Honorable Kimberly D. Bose 
Secretary 
October 31, 2012 
Page 2 of 2 

S T E P T O E  R JOHNSON L L P  

If you have any questions concerning this filing, please do not hesitate to contact 
the undersigned. 

Respectfully submitted, 

Steven J. Ross 
Carol Gosain 

Attorneys for Applicants 

Attachment 



ERAL ENERGY ORY COMMISSION 

ower Company 1 Docket No. EC 13---000 
Kentucky Power Company ) 
AEP Generation Resources Inc. ) 

APPLICATION FOR AUTHORIZATION 

UNDER SECTION 203 OF THE FEDERAL POWER ACT 
TO TRANSFER JURISDICTIONAL, ASSETS 

American Electric Power Service Corporation (“AEPSC”), on behalf of its 

affiliates, Appalachian Power Company (“APCo”), Kentucky Power Company (“KPCo”) 

and AEP Generation Resources Inc. (“AEP Generation Resources”) (collectively with 

AEPSC, the “Applicants”), hereby subrnits this application (“Application”) pursuant to 

Sections 203(a)(l)(A) and 203(a)(l)(D) of the Federal Power Act (“FPA”), 16 U.S.C. 

58 824b(a)( 1)(A) and 824b(a)( l)(D) (2006), and Part 33 of the Regulations of the Federal 

Energy Regulatory Commission (“FERC” or “Comnlission”), 18 C.F.R. Part 33 (2012). 

The Applicants seek any and all necessary authorizations and approvals for an internal 

asset transfer (the “Transaction”) under which AEP Generation Resources, an indirect 

wholly-owned subsidiary of American Electric Power Company, Inc. (“AEP’), will 

transfer certain jurisdictional facilities, described below, to APCo and KPCo, which are 

wholly-owned subsidiaries of AEP. The Applicants also respectfully request that the 

Commission grant limited waivers of certain Part 33 filing requirements. As the 

The Applicants previously filed in Docket No. EC12-70-000 an application for approval of an 
internal asset transfer involving the same facilities that are the subject of this pleading. That application 
was withdrawn without prejudice on February 28, 2012, because of certain developments before the 
Public Utilities Commission of Ohio. 

I 



Applicants demonstrate below, the proposed Transaction is consistent with the public 

interest and should be approved without a hearing. 

ACKGROUND 

A. escription of the Applicants and Related Parties 

1. American Electric Power Company, Inc. and AEPSC 

AEP is a multi-state electric utility holding company system whose operating 

companies provide electric service at wholesale and retail in parts of eleven states: APCo 

serves customers in Virginia and West Virginia (and one wholesale requirements 

customer in Tennessee); KPCo serves customers in Kentucky; Ohio Power Company 

(“Ohio Power”) serves customers in Ohio (and one wholesale requirements customer in 

West Virginia); Indiana Michigan Power Company (“I&M’) serves customers in Indiana 

and Michigan; Kingsport Power Company (“Kingsport”) serves customers in Tennessee; 

Wheeling Power Company (“Wheeling”) serves customers in West Virginia; 

Southwestern Electric Power Company serves customers in Arkansas, Louisiana, and the 

Southwest Power Pool, Inc. (“SPP”) portion of Texas; Public Service Company of 

Oklahoma serves customers in Oklahoma; and AEP Texas Central Company and AEP 

Texas North Company serve customers in the Electric Reliability Council of Texas 

(“ERCOT”) portion of Texas. 

Those AEP operating companies located within the footprint of PJM 

Interconnection, L,.L,.C. (“PJM’) are referred to as the “AEP East” companies (Ohio 

Power, APCo, KPCo, I&M, Kingsport and Wheeling), and the operating companies that 

are located within the SPP footprint are referred to as the “AEP SPP” companies. PJM 

and SPP are Cornmission-approved Regional Transmission Organizations (“RTOs”), and 
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the AEP East and AEP SPP companies have transferred functional control of their 

transmission facilities to PJM and SPP, respectively. AEP utilities in ERCOT have 

transferred functional control of their transmission facilities to the ERCOT RTO. The 

AEP SPP and ERCOT utilities will be unaffected by the Transaction. 

AEPSC is a service company that provides management and professional services 

to AEP and its utility operating subsidiaries. 

2. APCo and KPCo 

Both APCo and KPCO are direct, wholly-owned subsidiaries of AEP. 

APCo is a public utility that engages in the generation, transmission and 

distribution of electric power. It serves approximately 1 million retail customers in 

Virginia and West Virginia. APCo has six wholesale customers served under formula 

rates: Black Diamond Power Company (formerly known as the Musser Companies); 

Craig Rotetourt Electric Cooperative, Inc.; Old Dominion Electric Cooperative, Inc.; the 

City of Radford, Virginia; the City of Salem, Virginia; and Virginia Polytechnic Institute 

and State University. APCo also has a full requirements wholesale power sales 

agreement (the “Kingsport Contract”) with its affiliate company, Kingsport, which is 

discussed in more detail below. Kingsport serves retail customers in Tennessee and does 

not own any generating facilities. APCo’s total owned generating capacity is currently 

about 6,800 MW. 

APCo also owns about 6,900 circuit rniles of transmission lines, and about 50,600 

miles of distribution lines. APCo’s transmission facilities are under the operational 

control of PJM, and transmission service is provided over such facilities by PJM pursuant 

to the PJM Open Access Transmission Tariff (“PJM OATT”). In addition to its AEP 
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System interconnections, APCo is interconnected with several unaffiliated utility 

companies. 

KPCo likewise is a public utility that engages in the generation, trarisrrlission and 

distribution of electric power. KPCo serves about 173,000 retail customers in eastern 

Kentucky. It has two wholesale customers served under formula rates: the City of Olive 

Hill, Kentucky; and the City of Vanceburg, Kentucky. KPCo’s total owned generating 

capacity is currently about 1,080 MW. 

KPCo also owns about 1,250 circuit miles of transrnissiori lines, and about 9,970 

miles of distribution lines. KPCo’s transinission facilities are under the operational 

control of PJM, and transmission service is provided over such facilities by PJM pursuant 

to the PJM OATT. In addition to its AEP System interconnections, KPCo is 

interconnected with several unaffiliated utility companies. 

3. AEP Generation Resources 

AEP Generation Resources is an indirect, wholly-owned subsidiary of AEP. AEP 

Generation Resources was formed on December 8,201 1, as a direct subsidiary of Ohio 

Power for the purposes of owning and operating the generating assets of Ohio Power 

(which is itself a direct, wholly-owned subsidiary of AEP). In a separate application 

under FPA Section 203 being filed contemporaneously herewith, approval is being 

sought for AEP Generation Resources to obtain generation units and associated 

interconnection facilities, as well as other generation-related assets, currently owned by 

Ohio Power (the “Corporate Separation Transaction”). Upon closing of the Corporate 

Separation Transaction, AEP Generation Resources will still be an indirect, wholly- 

owned subsidiary of AEP, but it will no longer be in the chain of ownership of Ohio 
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Power. The principal purpose of the Corporate Separation Transaction is to achieve 

structural corporate separation of Ohio Power’s generation and marketing businesses 

from its transrrlission and distribution businesses, consistent with Ohio restructuring law 

and Ohio Power’s structural corporate separation plan approved by the Public Utilities 

Commission of Ohio. 

Ainong the assets to be transferred to AEP Generation Resources under the 

Corporate Separation Transaction are Ohio Power’s existing interests in the John E. 

Amos generating station located in Winfield, West Virginia and the Mitchell generating 

station located in Moundsville, West Virginia, appurtenant interconnection facilities, and 

other assets and liabilities associated with those generating stations. Ohio Power 

currently owns an undivided two-thirds interest in TJnit No. 3 of the Amos generating 

station (APCo owns the remaining undivided one-third interest) and a 100% interest in 

the Mitchell generating station. As described in Part 11, below, the Applicants propose 

that, immediately upon closing of the Corporate Separation Transaction, AEP Generation 

Resources will, in turn, transfer those interests to APCo and KPCo. 

The Applicants anticipate that at the time of the Transaction, AEP Generation 

Resources will be a public utility and will have authority from the Commission to make 

wholesale power sales at market-based rates. 

E. The Pool Agreement 

For the past 60 years, APCo and KPCo have been parties to a generation 

“pooling” arrangement among APCo and KPCo and their affiliate companies in AEP 

East that also owned generating facilities, i.e., Ohio Power and I&M (collectively with 
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APCo and KPCo, the “Pool Mei~bers”) .~  Pursuant to this arrangement, the Pool 

Members have engaged in integrated planning and operation of their power supply 

facilities and allocated generation-related costs and benefits among the Pool Members. 

Under the existing Interconnection Agreement (the “Pool Agreement”), the Pool 

Members combine their power supply facilities to operate as an integrated system, with 

AEPSC as agent. Any surplus power not used by the Pool Members to meet their load 

obligations is sold on their behalf at market-based rates by AFiPSC. 

During the lengthy term of the Pool Agreement, the electric industry has 

undergone major changes, including with respect to electric markets and regulation. 

Such changes include evolving environmental regulations, the introduction of open 

access to transmission facilities, the advent of regional transmission organizations, 

movement toward industry deregulation, increased competition in wholesale generation 

markets, and the effects of these changes on costs, load and the array of supply and 

demand-side resources available to the Pool Members. These changes caused the Pool 

Members to give notice to each other of termination of the Pool Agreement effective 

January 1, 2014. Contemporaneously with the filing of this Section 203 application, an 

application is being filed under FPA Section 205 providing for the termination of the 

Pool Agreement and proposing a Power Coordination Agreement among APCo, KPCo 

-~ 
‘ Prior to December 31,201 1, AEP had two wholly-owned Ohio utility subsidiaries, Ohio Power 

and Columbus Southern Power Company (“CSP’). Both were members of the power pool. On 
December 3 1,201 1, CSP merged with and into Ohio Power, with Ohio Power being the surviving 
company, pursuant to a Commission-approved internal reorganization transaction. Ohio Power Co., 
136 FERC ¶ 62,001 (201 1). In this Application, the term “Pool Members’’ embraces CSP, Ohio Power, 
APCo, KPCo, and I&M prior to December 3 1,201 1, and Ohio Power, APCo, KPCo, and I&M as of and 
after that date. 
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and I&M. Neither AEP Generation Resources nor Ohio Power will be a party to that new 

agreement.3 

The Pool Members functioned as an integrated systein under the Pool Agreement. 

Thus, as a group, the Pool Members jointly satisfied their combined needs for capacity 

and energy, even though if viewed individually, some Pool Members from time to time 

had surplus generating capacity and others were capacity deficit. For a number of years, 

APCo and KPCo have been capacity deficit Pool Members. Under the Pool Agreement, 

APCo and KPCo have inade cost-based payments for capacity made available to them 

from their affiliate companies that had surplus capacity. As a result of the proposed 

termination of the Pool Agreement, APCo’s and KPCo’s short positions require thein to 

obtain additional generation to enable them to satisfy their capacity requirements in PJM 

arid provide baseload generation to meet their customers’ energy requirements. The 

Transaction will accomplish that result in a cost-effective way that is consistent with the 

rationale underlying the Pool Agreement. Notably, while APCo and KPCo will incur the 

costs (and benefits) associated with owning and operating these generating assets, they 

will no longer make capacity and/or energy payments under the Pool Agreement. 

AEP Generation Resources and Ohio Power will have an agreement (the “Bridge Agreement”) 
with APCo, KPCo, and I&M to address transition issues associated with termination of the Pool 
Agreement, such as how the companies will meet their Fixed Resource Requirement obligations in PJM 
through May 3 1, 2015, and how they will address existing marketing and trading arrangements with third 
parties. This agreement also is the subject of a separate application under FPA Section 205. 
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escription of the Transaction 

The principal purpose of the Transaction is to transfer generation from AEP 

Generation Resources to APCo and KpCo so that they can satisfy their capacity 

requirements in PJM and provide baseload generation to meet their customers’ energy 

requirements at the time that the Pool Agreement is terminated. The generation assets to 

be transferred include Ohio Power’s existing interests in the John E. Amos and Mitchell 

generating plants. The John E. Amos generating plant is a three-unit coal-fired power 

plant located in Winfield, West Virginia, with an average annual capacity rating of 2,900 

MW. Ohio Power has an undivided two-thirds interest in TJnit No. 3 of that station (867 

MW); APCo currently holds the remaining undivided one-third interest in TJnit No. 3 

(433 MW), and it owns all of TJnit Nos. 1 and 2 of the Amos station. The Mitchell 

generating station is a two-unit coal-fired power plant located in Moundsville, West 

Virginia, with an average annual capacity rating of 1,560 MW. Ohio Power currently 

owns the entire station. 

The proposed Transaction will occur immediately after closing of the Corporate 

Separation Transaction, which provides for Ohio Power’s interests in the John E. Anios 

and Mitchell stations (along with its interests in other generating stations) to be 

transferred at net book value to AEP Generation Resources. Immediately upon closing of 

the Corporate Separation Transaction, however, the interests in Unit No. 3 of the John E. 

Amos station and the Mitchell station will be transferred to APCo and KPCo at the same 

net book value price. Specifically, APCo (which already owns an interest in Amos Unit 

No. 3) will obtain Ohio Power’s former ownership interest in Unit No. 3 of the Arilos 
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generating station and appurtenant interconnection facilities (“Amos 3 Facilities”), and 

related assets and liabilities, and a SO% undivided interest in the Mitchell generating 

station and appurtenant interconnection facilities (“Mitchell Facilities”), and related 

assets and liabilities. KPCo will obtain the remaining 50% undivided interest in the 

Mitchell Facilities, and related assets and liabilitie~.~ 

Several steps are involved in effecting the Transaction. First, immediately upon 

consummation of the Corporate Separation Transaction, AEP Generation Resources will 

contribute its interest in the Amos 3 Facilities and a SO% undivided interest in the 

Mitchell Facilities to a wholly-owned subsidiary of AEP Generation Resources, NEWCO 

Appalachian. In parallel, AEP Generation Resources will contribute the remaining SO% 

undivided interest in the Mitchell Facilities to another wholly-owned subsidiary of AEP 

Generation Resources, NEWCO Kentucky. Next, AEP Generation Resources will 

distribute its shares of NEWCO Appalachian and NEWCO Kentucky to its direct parent 

(which will be an intermediate holding company between AEP Generation Resources’ 

ultimate parent, AEP, and AEP Generation Resources). Then, the intermediate holding 

company will distribute its shares of NEWCO Appalachian and NEWCO Kentucky to its 

direct parent, AEP.’ Finally, NEWCO Appalachian will merge with and into APCo, with 

The limited, generation-related transmission assets to be transferred to APCo and KPCo are the 
transmission facilities associated with the generating plants located at or forming part of the generating 
plants. 

Nonetheless, to the extent Section 203(a)(2) is triggered, Section 33.1 (c)(2)(iii) provides a blanket 
authorization for a holding company to acquire any security of a subsidiary company within the holding 
company system. 18 C.F.R. 3 33*l(c)(2)(iii). 

The Applicants do not believe that these intermediate steps trigger FPA Section 203(a)(2). 5 
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APCo being the surviving entity, and NEWCO Kentucky will merge with and into KPCo, 

with KPCo being the surviving entity. 

The Applicants intend to close the Transaction on or about December 31, 2013. 

The Applicants request that the Cornmission approve the Application without a hearing 

within the statutorily-prescribed period of 180 days from the date of filing of the 

Application. 

B. 

The jurisdictional facilities that will be transferred to APCo are the Amos 3 

Jurisdictional Facilities to be Transferred 

Facilities and an undivided SO% interest in the Mitchell Facilities. The jurisdictional 

facilities that will be transferred to KPCo are an undivided SO% interest in the Mitchell 

Facilities .6 

C. 

Exhibit I contains the forms of the Asset Contribution Agreement between AEP 

Contracts Related to the Transaction 

Generation Resources and NEWCO Appalachian and the Asset Contribution Agreement 

between AEP Generation Resources and NEWCO Kentucky, as well as the forms of the 

Agreement and Plan of Merger of APCo and NEWCO Appalachian and the Agreement 

and Plan of Merger of KPCo and NEWCO K e n t ~ c k y . ~  The distribution of the shares of 

NEWCO Appalachian and NEWCO Kentucky from AEP Generation Resources to its 

The disposition of the Amos 3 and Mitchell Facilities by AEP Generation Resources (which will 
be a public utility at the time of the Transaction) requires prior approval of the Cornmission under Section 
203(a)(l)(A), 16 U.S.C. 3 824b(a)(l)(A). The transfer of the generating units to APCo and KPCo 
requires prior approval of the Commission under Section 203(a)( 1)(D), 16 U.S.C. 9 824b(a)(l)(D). 

APCo and KPCo are also entering into an operating agreement with respect to the Mitchell 
generating station (which they will jointly own after the Transaction closes), under which APCo will 
operate the Mitchell generating station. That agreement is being contemporaneously filed with the 
Commission under FPA Section 205. 

1 
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direct parent, and from its direct parent to AEP, will be carried out pursuant to board 

resolutions. 

III. THE TRANSACTION IS CONSISTENT WIT E PUBLIC INTE 

Section 203 of the FPA provides that the Coinmission will authorize a proposed 

transaction under Section 203 if it determines that the transaction “will be consistent with 

the public interest.”’ The Commission has historically reviewed three factors when 

evaluating proposed transactions under the Section 203 public interest standard: (i) the 

effect on competition, (ii) the effect on rates, and (iii) the effect on reg~lat ion.~ 

Additionally, Section 203(a)(4) states that the Commission must approve a proposed 

transaction if it finds that, in addition to being in the public interest based on the three 

factors above, it “will not result in cross-subsidization of a non-utility associate company 

or the pledge or encumbrance of utility assets for the benefit of an associate company, 

unless that cross-subsidization, pledge, or encumbrance will be consistent with the public 

interest.”1° As shown below, the Transaction is consistent with the public interest under 

the Commission’s applicable standards. 

A. No Adverse Effect on Competition 

Order No. 642 identifies two types of analyses relevant to determining whether a 

transaction subject to Commission approval under Section 203 may pose potential 

adverse effects on competition: horizontal market power analysis and vertical market 

16 U.S.C. Q 824b(a)(4) 

Revised Filing Reqirireineiits Under Part 33 of the Coinmission’s Regulations, Order No. 642, 9 

65 Fed. Reg. 70983 (Nov. 28,2000), FERC Stats. & Regs. ¶ 31,111 at 31,872-73 (2000) (“Order No. 
642”); order on relz’g, Order No. 642-A, 94 FERC ‘j 61,289 (2001). 

lo  16 U.S.C. Q 824b(a)(4). 
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power analysis. l 1  The Commission consistently has held that internal corporate 

reorganizations that combine assets within the corporate family do not have adverse 

effects on competition.’2 That is the case here. 

1. No Adverse Effect on Horizontal Competition 

The Transaction will not have an adverse effect on horizontal competition. No 

generation will enter (or leave) the AEP corporate farrlily as a result of the Transaction. 

Therefore, the Transaction cannot have a concentrating effect under the Commission’s 

horizontal market power analysis, because the corporate family is treated as a single 

entity for purposes of that analysis. l 3  Further, the Cornmission’s regulations state that 

such an analysis is required “if, as a result of the proposed transaction, a single corporate 

entity obtains ownership or control over the generating facilities of previously 

unaffiliated rnerging entities.” l 4  Here, such an analysis is not required because no entity 

will take ownership or control of previously unaffiliated generation. I K ~  short, the 

Transaction will not affect horizontal cornpeti tion. 

” Order No. 642 at 31,872. 

”See  Amerei? Corp., 131 FERC 1 61,240 at P 18 (2010) ( “ A ~ i z r e ~ ? ” )  (finding that showing has 
been made that there will be no adverse effect on horizontal competition when the transaction involves an 
intra-corporate transfer of generating assets); Cirzergy Corp., 126 FERC 161,146 at P 32 (2009) 
(“Cinergy”) (“Consistent with our precedent, we find that the Proposed Transaction is an internal 
corporate reorganization that will have no adverse effect on competition.”) (citing Calpirze Power Sews. 
Co., 92 FERC ‘]I 61,150 at 64,187-88 (2000); PP&L, Res., hc . ,  90 FERC ‘j 61,203 at 61,649 (2000) 
(finding that a transaction that realigns assets under the same parent company will not change the 
concentration of generation ownership in the market and thus will not have an adverse effect on 
horizontal competition); Alleglzeny Energy Supply Co., 89 FERC 162,063 at 64,105 (1999)); see also 
Order No. 642 at 3 1,902. 

realign facilities under the same parent company generally will not change the concentration of generation 
ownership in the market” and thus do not raise competitive concerns). 

See A m  Elec. Power Sew.  Corp., 100 FERC ‘]I 61,346 (1999) (finding that “transfers that 13 

18 C.F.R. 3 33.3(a)(1). 
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2. No Adverse Effect on Vertical Competition. 

The Transaction likewise will not have an adverse effect on vertical cornpetition. 

The Commission’s regulations state that a vertical rnarltet power analysis is required “if, 

as a result of the proposed transaction, a single corporate entity has ownership or control 

over one or more merging entities that provides inputs to electricity products and one or 

more merging entities that provides electric generation No such analysis is 

required here because the Transaction is internal arid will not result in the AEP corporate 

family owning or controlling any new entities that provide inputs to electricity products 

or electric generation products. l 6  Further, the Transaction does not involve the transfer of 

transrnissiori facilities, except limited facilities needed to connect the generating units to 

the grid. Moreover, APCo and KPCo have turned over operational control of their 

transrnission facilities to PJM, and wholesale transmission service over such facilities 

will continue to be provided pursuant to the rates and terms of the PJM OATT on file 

with the Commission, elirninating any concern about transrnission-related vertical market 

power. l 7  Consequently, the Transaction raises no vertical rriarket power issues. 

l 5  18 C.F.R. $ 33.4. 

See Ainel-en, 13 1 FERC ¶ 6 1,240 at P 18 (finding that internal corporate reorganization 16 

transaction creates no new vertical combinations of assets and thus does not raise any vertical market 
power concerns). 

See Ciizergy C o p ,  140 FERC I[ 61,180 at P 37 (2012) (“Ciizergy”) (“Consistent with our 
precedent, we find that, because the Proposed Transaction is an internal corporate reorganization and 
because operational control of Duke Ohio’s transmission facilities has been turned over to PJM, the 
Proposed Transaction will have no adverse effect on horizontal or vertical competition.”); EDG Dev., 
Inc., 126 FERC 1 61,141 at P 23 (2009) (“Turning over operational control of transmission facilities to an 
independent entity mitigates any concerns about transmission-related vertical market power because it 
eliminates a company’s ability to use its transmission system to harm competition.”) (citing cases); Okla. 
Gas & Elec. Co“, 124 FERC 161,239 at P 57 (2008) (“[Tlurning over functional control of an applicant’s 
transmission facilities to a Commission-approved RTO mitigates vertical market power concerns.”). 

17 
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B. No Adverse Effect on 

In assessing the effect that a proposed transaction could have on rates, the 

Commission's primary concern is "the protection of wholesale ratepayers and 

transmission customers." '* There will be no adverse impact on wholesale requirements 

customers or transmission customers as a result of the Transaction. 

The Commission typically addresses this prong of its Section 203 analysis by 

reviewing the potential impact of a transaction on wholesale requirements customers 

served under cost-based contracts with formulaic provisions that automatically would 

track changes in costs resulting from the Transaction. The Commission typically does 

not focus on market-based rate sales or sales under cost-based arrangements that require 

separate filings to ad.just the rates. The Commission also takes account of any proposal 

by applicants to mitigate any potential adverse rate impacts on wholesale customer~. '~  

As described below, the Transaction will not cause any adverse impact on 

wholesale customers. Consistent with Commission policy and precedent under FPA 

Section 203, APCo and KPCo cornmit to hold their wholesale customers harmless from 

any transaction costs related to the Transaction for a period of five years following the 

closing date of the Transaction.20 

'' See New England Power Co., 82 FERC 'j[ 6 1,179 at 61,659, order on relz 'g, 83 FERC I[ 6 1,275 

Inquiry Concerning the Commission's Merger Policy Under the Federal Power Act: Policy 

(1998). 

Stateinerzt, Order No. 592, 61 Fed. Reg. 68,595 (Dec. 30, 1996), FERC Stats. & Regs. 'J 31,044 at 
30,123-24 (1996); order on reconsideration, Order No. 592-A, 79 FERC 'j 61,321 (1997). 

See Ciizergy, 140 FERC 'j 61,180 at P 44 (accepting five-year hold harmless commitment with 
respect to transaction-related costs and observing that if the applicants seek to recover transaction-related 
costs during that period, they must specifically identify the costs they are seeking to recover and 
demonstrate that those costs are exceeded by the savings produced by the transaction). 

19 
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1. Wholesale 

a. APCo currently has six wholesale customers with formula rates,21 as well 

as one contract under which it provides wholesale requirements service to its affiliate, 

Kingsport.22 KPCo rnaltes sales to two wholesale customers under formula rate 

agree~nents.~’ To the extent that the acquisition by APCo of the Amos 3 Facilities and an 

undivided SO% interest in the MitcheII Facilities and by KPCo of an undivided SO% 

interest in the Mitchell Facilities would affect rates under these agreements, any such 

effect stems from the fact that, as stand-alone companies that will no longer be able to 

access capacity under the Pool Agreement, APCo and KPCo have insufficient capacity to 

meet their obligations. The costs of owning and operating capacity (and the associated 

energy) acquired by APCo and KPCo (whether through acquisition of existing 

” Black Diamond Power Company (formerly known as the Musser Companies); Craig Botetourt 
Electric Cooperative, Inc.; Old Dominion Electric Cooperative, Inc.; the City of Radford, Virginia; the 
City of Salem, Virginia; and Virginia Polytechnic Institute and State [Jniversity. The pertinent rate 
schedules are as follows: APCo Rate Schedule No. 151, initially accepted for filing by letter order on 
May 26,2006 in Docket No. ER06-848 (Black Diamond Power Company); APCo Rate Schedule No. 
152, initially accepted for filing by letter order on June 8, 2006 in Docket No. ER06-90.5 (Craig Botetourt 
Electric Cooperative, Inc.); APCo Rate Schedule No. 153, initially accepted for filing by letter order on 
June 9,2006 in Docket No. ER06-922 (City of Radford, Virginia); APCo Rate Schedule No. 154, initially 
accepted for filing by letter order on July 11, 2006 in Docket No. ER06-1049 (City of Salem, Virginia); 
APCo Rate Schedule No. 155, initially accepted for filing by letter order on August 3, 2007 in Docket 
No. ER07-1111 (Virginia Polytechnic Institute and State University); APCo Rate Schedule No. 156, 
initially accepted for filing by letter orders issued on May 29,2008 and January 5 ,  2009 in Docket No. 
ERO8-763 (Old Dominion Electric Cooperative, Inc.). 

The Kingsport Contract is APCo’s First Revised Rate Schedule No. 23, which was initially 
accepted for filing by letter order issued on December 8,2008 in Docket No. ER09-288. The non-fuel 
components of the Kingsport Contract are fixed. Therefore, the Transaction would have no automatic 
impact on non-fuel charges under the contract; to change those charges, APCo would need to make a 
filing with the Commission under FPA Section 205. Kingsport’s fuel charges will reflect the cost of fuel 
consumed to serve its load. 

7 7  

23 The City of Olive Hill, Kentucky; and the City of Vanceburg, Kentucky. The City of Olive 
Hill agreement is KPCo Rate Schedule 52, which was initially accepted for filing by letter order on 
January 25,2006 in Docket No. ER06-358; the City of Vanceburg agreement is KPCo Rate Schedule 51, 
which was initially accepted for filing by letter order on January 25, 2006, in Docket No. ER06-340. 
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generation, construction of new generation, or a power purchase agreement) to satisfy 

their capacity requirements in PJM and provide baseload generation to meet their 

customers’ energy requirements naturally will affect the rates that their wholesale 

customers pay.24 It is also iinportant to bear in mind that once the Transaction is 

effectuated, APCo and KPCo will no longer make capacity and/or energy payments 

under the Pool Agreement and thus they will no longer flow those costs through their 

respective formula rate contracts. In any event, APCo’s and KPCo’ s wholesale 

customers were aware when they entered into long-term power purchase agreements that, 

during the terins of such agreements, APCo and KPCo, respectively, might need to build 

or acquire additional generating capacity to satisfy coinrnitments under those agreements 

(as well as meet their retail load obligations) and that the costs associated with that 

capacity would flow through the formula rates. Moreover, these cristorriers do not have a 

contractual right to receive service from specific generating resources; nor do their 

formila rate contracts limit APCo’s or KPCo’s rights to acquire generating resources as 

needed to serve their respective cus t o ~ n e r s . ~ ~  

24 See Boston Generating, 1 13 FERC I[ 6 1,016 at P 26 (2003 (“In reviewing an application under 
section 203, the Cormnissioii looks at the effects of the transaction on rates, not at rate changes that may 
occur regardless of the transaction.”); ZTC Holdings Coip., 121 FERC ‘j/ 61,229 at PP 123-24 (2007) (“We 
disagree . . . that increased investment in both transmission and generation assets cannot be a 
countervailing benefit that allows a transaction that may increase rates to be consistent with the public 
interest.. .. [Tlhe Commission finds that any increased costs ” I .  attributable to prudent transmission 
investment do not make the Transaction contrary to the public interest.”); BHE Holdings, Zizc., 133 FERC 
‘j/ 6 1,23 1 at P 36 (201 0) (“The Commission has been clear that hold harmless provisions should address 
costs related to the transaction and do not necessarily insulate customers from all rate increases.”). 

Accord Pub. Sew. Elec. & Gas Co., 88 FERC ‘j/ 61,299 at 61,917 (1999) (re,jecting wholesale 
customer’s argument that it would be adversely affected by a transaction that would change the mix of 
generating resources and thereby could raise energy prices, and observing that the customer had “no 
contractual right under the [agreement] to receive service from specific generating resources . I .  nor does 
the contract prevent the acquisition or sale of facilities by [seller]”). 
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b. The parties to the Pool Agreement gave notice to each other of termination 

of the agreement effective January 1, 20 14. Therefore, the Transaction will have no 

impact under that agreement. Moreover, contemporaneously with filing of this Section 

203 application, AEPSC has filed an application under FPA Section 205 providing for the 

termination of the Pool Agreement and proposing a Power Coordination Agreement 

among APCo, I&M, and KPCo. TJnder the new arrangernent, APCo, I&M, and KPCo 

will need to have sufficient capacity and energy to meet their respective loads.26 That 

agreement will be subject to the Commission’s review and approval in the Section 205 

proceeding. 

2. FERC-Jurisdictional Transmission Rates 

AEP Generation Resources will not transfer any transmission facilities in 

connection with the Transaction, except limited facilities needed to connect the 

generating units to the grid. No transmission facilities that are part of the bulk 

transmission system or included in transmission ratebase will be transferred to APCo and 

KPCo. Therefore, the Transaction will not cause APCo and KPCo to incur additional 

transmission costs that will flow through AEP pricing zone rates under the PJM OATT. 

26 In a related proposed transaction for which Commission approval is being sought under FPA 
Section 203, Wheeling will merge into APCo and the full requirements wholesale power sales agreement 
between Ohio Power, as seller, and Wheeling, as purchaser, will terminate, thereby eliminating the 
capacity and energy payments that otherwise would be required from Wheeling under that agreement. 
After closing of the APCoNheeling merger, APCo will be responsible for serving what was previously 
Wheeling’s load (in addition to APCo’s own pre-merger load); the generating capacity obtained by APCo 
pursuant to the Transaction will become part of APCo’s generation portfolio used to satisfy this 
responsibility. 
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e. No Adverse 

The Transaction will not have an adverse iinpact 011 regulation, at either the 

federal or state level. 

The Transaction will not diminish the Commission’s regulatory authority. Each of 

APCo and KPCo will remain a “public utility” as defined in FPA Section 201(e)27 and 

will continue to be subject to the Commission’s Federal Power Act jurisdiction. Further, 

the Commission will have jurisdiction over wholesale sales from the generating assets of 

APCo and KPCo, including the Amos 3 and Mitchell Facilities, after the Transaction 

closes. Accordingly, the Transaction will have no adverse effect on federal regulation. 

The Transaction also will not adversely affect state regulation. After the 

Transaction closes, APCo will continue to be subject to regulation by the Virginia State 

Corporation Commission and the Public Service Cornmission of West Virginia, and 

KPCo will continue to be subject to regulation by the Kentucky Public Service 

Commission. Accordingly, the Transaction will have no adverse effect on state 

regulation. 

D. No Inappropriate Cross-Subsidization or the Pledge or Encumbrance 
of Utility Assets 

Under the Energy Policy Act of 2005 amendments to FPA Section 203 and the 

Cornmission’s implementing regulations adopted in Order No. 669, an applicant must 

provide assurance that the proposed transaction will not result in cross-subsidization of a 

non-utility associate company or a pledge or encumbrance of utility assets for the benefit 

of an associate company, unless that cross-subsidization, pledge, or encumbrance will be 

l7 16 U.S.C. 9 824(e). 
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consistent with the public interest.28 In Order Nos. 669, 669-A and 669-B,29 the 

Commission established a four-factor test that applicants must satisfy to address the 

concerns identified in FPA Section 203 regarding any possible cross-subsidization or 

pledge or encumbrance of utility assets associated with a proposed transaction. lJrider 

this test, the Cornmission examines whether a proposed transaction results in, at the time 

of the transaction or in the future: 

(A) Any transfer of facilities between a traditional public 
utility associate company that has captive customers or that 
owns or provides transinission service over jurisdictional 
transmission facilities, and an associate company; 

(B) Any new issuance of securities by a traditional public 
utility associate company that has captive customers or that 
owns or provides transmission service over jurisdictional 
transmission facilities, for the benefit of an associate 
company; 

(C) Any new pledge or encumbrance of assets of a traditional 
public utility associate company that has captive customers or 
that owns or provides transmission service over jurisdictional 
transmission facilities, for the benefit of an associate 
company; or 

(D) Any new affiliate contract between a non-utility associate 
company and a traditional public utility associate company 
that has captive customers or that owns or provides 
transmission service over jurisdictional transmission 
facilities, other than non-power goods and services 

’* FPA Section 203(a)(4), 16 U.S.C. $ 824b(a)(4). 

’’ Transnciioizs Sul?ject io FPA Seciioii 20.3, Order No. 669, 7 1 Fed. Reg, 1348 (Jan. 6, 2006), 
FERC Stats. & Regs. ¶ 31,200 at PP 91, 166, 193 (2005) (“Order No. 669”), order oi1 relz’g, Order No. 
669-A, 71 Fed. Reg. 28,422 (May 16,2006), FERC Stats. & Regs. ¶ 31,214 (2006) (“Order No. 669-A”); 
order on reh’g, Order No. 669-B, 71 Fed. Reg. 42,579 (July 27,2006), FERC Stats. & Regs. 
(2006) (“Order No. 669-B”). 

31,225 
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agreements subject to review under [FPA] sections 205 and 
206.30 

As required by Order Nos. 669-A and 669-R,31 Applicants provide below a 

detailed showing regarding each of these factors, based on facts and circumstances that 

are known to the Applicants or are reasonably foreseeable. 

Transfers of Facilities 

The transfer of jurisdictional facilities pursuant to the Transaction will not result in 

any improper cross-subsidization of a non-utility affiliate. The Transaction is an internal 

asset transfer that involves the contemporaneous sequential transfer of certain generating 

units and related facilities from Ohio Power, a traditional public utility, to AEP 

Generation Resources (which will also be a public utility when the Transaction closes, 

although not a traditional one), and then immediately to APCo and KPCo, which are 

traditional public utilities. 

The Transaction will not have an adverse effect on APCo’s or KPCo’s wholesale 

ratepayers. As explained above, the purpose of the Transaction is to allow APCo and 

KPCo to satisfy their post-Pool Agreement capacity and energy obligations by obtaining 

generating assets that were built by other Pool Members pursuant to the Pool Agreement. 

As discussed in Part 1.B above, APCo and KPCo do not own enough generation to meet 

their needs. Under the Pool Agreement, they met those needs by making cost-based 

capacity payments to those Pool Members that had surplus capacity. TJpon termination of 

the Pool Agreement, APCo and KPCo will need to have sufficient capacity and energy to 

18 C.F.R. 9 .3.3.2(j)( l)(ii). 30 

3’ Order No. 669-A at P 144: Order No. 669-B at P 49. 
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meet their load requirements and will no longer make such cost-based capacity payments. 

Further, the Amos 3 and Mitchell Facilities will transfer at net book value, just as they 

will have transferred from Ohio Power to AEP Generation Resources at net book value. 

Indeed, for all practical purposes, AEP Generation Resources serves merely as a conduit 

for the transfer of facilities between traditional public utilities.32 Finally, APCo and 

KPCo have made the “hold harmless” coinmitrrient described above with regard to 

transaction costs incurred under the Transaction. 

New Issuance of Securities 

Neither APCo nor KPCo will issue any securities in connection with the 

Transaction for the benefit of an associate company. As discussed above, the Transaction 

is being undertaken to enable APCo and KPCo to satisfy their capacity requirements in 

PJM and provide baseload generation to meet their customers’ energy requirements. The 

Transaction will accomplish that result in a cost-effective way that is consistent with the 

rationale underlying the Pool Agreement. APCo and KPCo will reflect the generating 

units on their balance sheets at Ohio Power’s net book value. Financing for the 

Transaction will be provided in a way that generally maintains the companies’ existing 

debt and equity ratios. AEP Generation Resources is the only non-traditional utility 

32 The Commission’s practice is to look beyond the structure of a transaction in order to recognize 
the economic realities of the transaction. See, e.g., Soutlzwestem Pub. Sew. Co., 46 FERC 4[ 61,006 at 
61,03 1 (1989) (stating that, for transactions among affiliates, the Commission’s practice is to look 
“through the corporate form of affiliated corporations ,joined in a single system in order to recognize 
economic realities”) (internal quotes and citation omitted); see also Snrz Diego Gas & Elec. Co. v. Alnrnito 
Co., 38 FERC ¶ 61,241 at 61,778 (1987) (observing that the Commission will focus on the substance 
rather than the form of a corporate transaction). 
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involved in the Transaction, and, as described above, it acts only as a pass-through for the 

transfer. 

As described in a Section 203 application being filed contemporaneously 

herewith, as soon as practicable after closing of the transaction transferring the Amos 3 

and Mitchell Facilities (as well as Ohio Power’s interests in other generating units and 

associated interconnection facilities) from Ohio Power to AEP Generation Resources, 

Ohio Power pollution control revenue bonds (“PCRBs”) that have tender dates prior to 

the closing would be transferred by Ohio Power to AEP Generation Resources. PCRRs 

that have tender dates after the closing would transfer to AEP Generation Resources 011 or 

about their tender dates. AEP Generation Resources would be made contractually 

responsible for costs of carrying the transferring PCRBs after closing. To the extent 

permitted, the series of Ohio Power PCRBs related to the Amos 3 and Mitchell Facilities 

would be further transferred to APCo and KPCo, as appropriate. To accomplish such 

transfer, each of APCo and KPCo would reissue new, separate PCRBs in its own name 

and transfer the proceeds from the reissued PCRRs to redeem the series of PCRBs related 

to the Amos 3 and Mitchell Facilities, releasing Ohio Power from any further obligation 

for such P C R B S . ~ ~  APCo and KPCo would be made contractually responsible for costs 

of carrying these transferring PCRBs after closing. 

Such issuances by APCo and KPCo would be subject to state approval and thus would not 33 

require approval under FPA Section 204. 
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Neither APCo nor KPCo will enter into any new pledge or encumbrance of its 

assets in connection with the Transaction, at the time of the Transaction or in the future. 

There are no other traditional utilities involved in the Transaction. 

New Affiliate Contracts 

Other than the Asset Contribution Agreements and the Merger Agreements, APCo 

and KPCo do not contemplate entering into any affiliate contracts related to the 

Transaction, at the time of the Transaction or in the future.34 No other traditional utilities 

are irivolved in the Transaction. 

As discussed above, the Pool Members have given each other notice to terminate 

the existing Pool Agreement. In connection with that termination, APCo, KPCo and 

I&M have agreed to enter into the Power Coordination Agreement, and APCo, KPCo, 

I&M, Ohio Power, and AEP Generation Resources have agreed to enter into the Bridge 

Agreement. These new arrangements will be subject to the Commission’s review and 

authorization under FPA Section 205. 

As shown above, the Transaction satisfies the Commission’s four-factor test and 

will not result in improper cross-subsidization. 

IV. THE TRANSACTION DOES NOT RUN AFOUL OF FPA SECTION 305(a) 

FPA Section 305(a) does not prohibit the Transaction. As described in Part 1I.A 

above, the Transaction involves a distribution by AEP Generation Resources to its parent 

34 As noted above, APCo and KPCo are entering into an operating agreement under which APCo 
will operate the jointly-owned Mitchell station after closing of the Transaction. That agreement is being 
separately filed with the Commission under FPA Section 205. 
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companies of the shares of NEWCO Appalachian and NEWCO Kentucky (which will 

iirirnediately be followed by a merger of such companies with and into APCo and KPCo, 

respectively). The distribution will include the Amos 3 and Mitchell Facilities. Section 

305(a) states in pertinent part: “It shall be unlawful for any officer or director of any 

public utility . . . to participate in the rrialng or paying of any dividends of such public 

utility from any funds properly included in capital a ~ c o u r i t . ~ ~ ~ ~  The value of the 

generating units and related assets that AEP Generation Resources will distribute to its 

parent companies exceeds the retained earnings of AEP Generation Resources, which, at 

the time the Transaction is consummated, will have no retained earnings. The 

distribution is nonetheless permissible under Section 30S(a), as explained below 

This case is like others in which the Commission has concluded that the concerns 

underlying FPA Section 305(a) are not present because it involves divideriding of 

corporate interests as part of a corporate restructuring that “is less like a payment of 

dividends than it is a corporate restnicturing with a one-time distribution of property . . . 

rather than a payment of cash.”36 The concerns underlying enactment of FPA Section 

30S(a) included “that sources from which cash dividends were paid were not clearly 

identified arid that holding companies had been paying out excessive dividends on the 

securities of their operating c~mpanies.”’~ A central concern thus “was corporate 

officials raiding corporate coffers for their personal financial benefit.”38 A transaction is 

35 16 U.S.C. 3 825d(a). 

36 See AL,LBTE, Zizc., 107 FERC 2 61,041 at P 11 (2004) (“ALLETE’). 

Citizens Utils. Co., 84 FERC ¶ 61,158 at 61,865 (1998) (citation omitted) (“Citizeizs”). 37 

38 I d  
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not barred by FPA Section 30S(a) in cases, like this one, where “none of these problems 

is evident.”39 

Like other cases that the Coinrnissiori has found permissible under FPA Section 

30S(a), this case involves an internal corporate restructuring with one-time distributions 

of pro pert^.^' The proposed Transaction “will have no adverse effect on the value of 

shareholders’ interests” because shareholders “will have the same ownership interests 

after the separation as before.”41 Put differently, assets will simply be moved within the 

same corporate family, and shareholders’ ownership interests will reinain unaffected. 

Further, the source of the distribution is clearly identified, no “excessive dividends” will 

be paid, and the Transaction plainly has nothing to do with “corporate officials raiding 

corporate coffers for their personal financial benefit.”42 

V. PART 33 FILING WQUIREMENTS 

Other than those information requirements for which a waiver is requested, 

Applicants are submitting the following information pursuant to the filing requirements 

in 18 C.F.R. 0 33.2. Applicants respectfully request full or partial waiver of certain of the 

39 Id. 

Ciizergy, 126 FERC 71 61,146 at P 69; AL,LETE, 107 FERC I[ 61,041 at PP 9-12; Citizens, 40 

84 FERC ¶ 61,158 at 61,865. 

“ALLETE, 107FERC’l[61,041 a t P  11. 

“Accord Delinnrva Power & Light  Co., 91 FERC ‘]I 61,043 at 61,158 (2000) (“While both of the 
dividend payments at issue in this proceeding are from capital accounts, the proposed accounting entries 
reflecting these payments are clear. In addition, the dividend payments are not cash payments and the 
proposed entries, therefore, do not evidence any excessive payments of cash dividends. The dividend 
payments are payments of stock made from one affiliated corporation to another to accommodate an 
intra-corporate transfer of ,jurisdictional facilities, the ultimate aim of which is to separate transmission 
and distribution service from generation service within the . . . family of companies. The dividend 
payments are not made to the public, and the record does not suggest any impropriety. The concerns 
underlying section 305(a) are not present in this proceeding.”) (citing Citizens, 84 FERC 61,158 at 
61,865). 
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information requirements of Part 33 on the grounds that (1) this is a purely internal asset 

transfer without the need for the higher level of scrutiny that might attach to a merger 

resulting in a combination of previously unaffiliated assets; and (2) this information 

would not assist the Coinmission in determining whether the Transaction is in the public 

interest. Consistent with 18 C.F.R. 5 33.3(a)(l), Applicants have not submitted a 

horizontal market power analysis, or any other competition information under 18 C.F.R. 

§ 33.3, because the Transaction will not result in an AEP entity obtaining ownership or 

control over facilities of a previously unaffiliated entity. 

In Order No. 642, the Cornmission stated that applicants may request waiver of 

specific information  requirement^.^^ The Commission’s practice is to grant such a waiver 

when the application contains “sufficient information to evaluate the proposed 

transaction.7y44 Based on the foregoing, Applicants request that the Commission waive 

certain requirements under Part 33 (as requested herein) and waive any other filing 

requirements as may be applicable. 

A. Section 33.2 

1. The Exact Name and Principal Business Address of Applicants 
(18 C.F.R. 0 33.2(a)) 

American Electric Power Service 
Corporation 1 Riverside Plaza 
1 Riverside Plaza 
Columbus, OH 43215 

Appalachian Power Company 

Columbus, OH 43215 

43 Order No. 642 at 3 1,877. 

PSI Energy, Inc., 60 FERC 62,131 at 63,342 (1992); Citi~eizs Utils. Co., 41 FERC ‘I[ 62,064 at 44 

63,180 (1987). 
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Kentucky Power Company 
I Riverside Plaza 
Columbus, OH 43215 

AEP Generation Resources Inc. 
1 Riverside Plaza 
Columbus, OH 43215 

2. Name and Address of ersons Authorized to Receive Notices and 
Communications (18 C.F.R. 5 33.2(b)) 

John C. Crespo"' 
Deputy General Counsel 

Regulatory Services 
American Electric Power 

Service Corporation 
I Riverside Plaza 
Columbus, OH 43215 

jccrespo@aep.com 
(614) 716-3727 

Steven J. Ross"' 
Carol Gosain 
STEPTOE & JOHNSON LLP 
1330 Connecticut Avenue, N.W. 
Washington, DC 20036 

sross 0 steptoe.com 
cgosain @steptoe.com 

(202) 429-6279 

Chad Heitmeyer'i' 
Regulatory Case Manager 
American Electric Power 

Service Corporation 
1 Riverside Plaza 
Columbus, OH 432 15 

caheitmeyer@ aep.corn 
(614) 716-3303 

Applicants request that the persons marked with an asterisk be placed on the 

official service list for this proceeding and respectfully request waiver of Rule 203(b)(3), 

18 C.F.R. 385.203(b)(3). Applicants will serve a copy of this Application on the 

Kentucky Public Service Commission, the Public Service Cornmission of West Virginia 

and the Virginia State Corporation Commission. A copy of this filing will be posted to 

AEP's website at: 

http://www .aep.com/investors/currentRegulatoryactivity/regulatory/ferc.aspx 
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3. escription of Applicants - All usiness Activities, 
including Regulatory Authorizations (18 C.F.R. 0 33.2(c)(l)) 

A description of the Applicants arid their primary businesses is provided in Part 

I.A. of this Application. Applicants seek a waiver of the need to provide any additional 

information under Section 33.2(c)( 1). 

4. Exhibit B - List of Energy Subsidiaries and Affiliates, 
Applicants’ Ownership Interest and Description of their 
Primary Business (18 C.F.R. 0 33.2(~)(2)) 

Applicants’ energy subsidiaries, as well as their ownership interests therein, are 

listed in Exhibit B. Applicants seek a waiver of the need to provide any additional 

information related to any other AEP energy affiliates, which will be wholly unaffected 

by the Transaction. 

5. Exhibit C - Organizational Charts Depicting Applicants’ 
Current and Proposed Post-Transaction Corporate Structures 
(Including Any Pending but Not Implemented Changes) 
Indicating All Parent Companies, Energy Subsidiaries and 
Energy Affiliates (18 C.F.R. 0 33.2(~)(3)) 

Applicants request waiver of this requirement because the Transaction is an asset 

transfer, will not result in the creation or elimination of any AEP subsidiaries or affiliates, 

and thus will not affect the corporate structure of the AEP corporate farnily. 

6. Exhibit D - Description of All Joint Ventures, Strategic 
Alliances, Tolling Arrangements or Other Business 
Arrangements, Including Transfer of Operational Control to a 
Commission Approved RTO (18 C.F.R. 0 33.2(~)(4)) 

Applicants seek a waiver to provide any additional inforrnatiori under 18 C.F.R. 

3 33.2(~)(4), as the Transaction does not involve any change in APCo or KPCo joint 

ventures or strategic alliances. APCo and KPCo have no tolling arrangements. 
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7. irectors (18 C.F. 
0 33.2(c)(5)) 

A list of conirnon officers and directors of AEP Generation Resources, APCo and 

KPCo is set out in Exhibit E. 

8. Exhibit escription and Location of Wholesale Power 
Customers and Unbundled Transmission Customers Served by 
Applicants (18 C.F.R. 0 33.2(~)(6)) 

APCo’s wholesale power customers are discussed in Part 1II.B of the Application. 

A list of the AEP East unbundled transmission customers is included in Exhibit F. 

9. Exhibit G - Description of the Applicants’ Jurisdictional 
Facilities (18 C.F.R. 0 33.2(d)) 

The generation units in which APCo and KPCo have ownership interests and the 

transmission facilities owned by APCo and KPCo are described in Exhibit G. AEP 

Generation Resources has no jurisdictional facilities at the time of filing of this 

Application. 

10. Narrative Description of the Proposed Transaction (18 C.F.R. 
0 33.2(4) 

A narrative description of the Transaction is provided in Part I1 of this 

Application. Applicants seek a waiver of the need to provide any additional information 

under Section 33.2(e). 

11. Exhibit H - Facilities Associated with or Affected by the 
Transaction (18 C.F.R. 0 33.2(e)(2)) 

A description of the jurisdictional facilities affected by the Transaction is provided 

in Part 11.R of this Application. Applicants seek a waiver of the need to provide any 

additional information under Section 33.2(e)(2). 
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(18 C.F.R. 0 33.2(f)) 

Exhibit I contains the forms of the Asset Contribution Agreements and the Merger 

Agreements. While these docurnents have not yet been executed, consistent with 

Cornrnission precedent, Applicants certify that, to the best of their knowledge, the final 

agreements will reflect the terms and conditions contained in the draft agreements in all 

material respects. The distribution of the shares of NEWCO Appalachian and NEWCO 

Kentucky from AEP Generation Resources to its direct parent, and from its direct parent 

to AEP, will be carried out pursuant to board resolutions. 

13. Exhibit J - Public Interest Discussion and Any Other 
Information Relevant to Transaction (18 C.F.R. 0 33.2(g)) 

The Transaction is in the public interest for the reasons set forth in Part 111 of this 

Application. Applicants seek waiver of the need to provide any additional information 

pursuant to Section 33.2(g). 

14. Exhibit K - Maps (18 C.F.R. 0 33.2(h)) 

The map attached as Exhibit K shows the APCo and KPCo service territories and 

the location of the generating units affected by the Transaction. 

15. Exhibit L - Orders from Other Regulatory Bodies (IS C.F.R. 
0 33.2(i)) 

To date, the Applicants have not made any filings with other regulatory bodies for 

approval of the Transaction. The Applicants will submit to the Commission copies of 

any orders issued by other regulatory bodies relating to the Transaction that are issued 

before the date of final Cornmission action on the Application. 
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16. Exhibit - Explanation roviding Assurance that the 
Transaction Will Not Result in Cross-Subsidization or 
or Encumbrances of Utility Assets (18 C.F.R. 0 33.2Cj)) 

The Applicants’ detailed showing regarding the absence of any improper cross- 

subsidization is included in Part I11 of this Application. There are no material pledges or 

encumbrances of utility assets of APCo and KPCo. The Applicants request waiver of the 

need to provide any additional inforination pursuant to Section 33.2Cj). 

B. 

Pursuant to 18 C.F.R. 5 33.5, Applicants provide in Attachment A the proposed 

Proposed Accounting Entries (18 C. 

accounting entries for the Transaction. These proposed accounting entries are based on 

account balances as of December 3 1, 20 1 1. While these balances reasonably represent 

the expected assets, liabilities and total capitalization to be transferred, the actual account 

balances at the time of the Transaction will be different and the methods employed will 

be more detailed and precise. The transfer of assets constituting an operating unit or 

system will be recorded through Account 102 consistent with the instructions of Electric 

Plant Instruction No. 5 of the Cornmission’s IJniforrn System of Accounts. The 

Applicants will submit proposed final accounting entries within six months of the 

consummation of the Transaction reflecting all entries made on the books and records of 

APCo and KPCo pursuant to the Cornmission’s ‘CJniform System of Accounts, along with 

appropriate narrative explanations describing the basis for the entries. 
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c. erifications (18 C. 

Authorized representatives of APCo, KPCo, and AEP Generation Resources have 

executed the attached verifications required under Section 33.7 of the Commission’s 

Regulations. 

. CONCLUSION 

WHEREFORE, for the reasons set forth above, Applicants respectfully request 

that the Commission: (1) find that the Transaction will not have an adverse effect on 

competition, rates, or regulation, and that this Application satisfies all applicable 

requirements for authorization of the Transaction under Section 203 of the FPA and Part 

33 of the Cornmission’s Regulations; (2) issue such approvals and related authorizations, 

based on the Application and supporting materials; and (3) waive any filing requirement 

or other regulation as the Cornmissi.on rnay find necessary or appropriate to allow this 

Application to be granted as requested herein. 

Respectfully submitted, 

/ S I  
John C. Crespo 
Deputy General Counsel - Regulatory Services 
American Electric Power Service Corporation 
I Riverside Plaza 
Columbus, OH, 43215 

Steven J. Ross 
Carol Gosain 
STEPTOE & JOHNSON LLP 
1330 Connecticut Avenue, N.W. 
Washington, DC 20036 

Attorneys for Applicants 

Dated: October 31,2012 

Attachments 
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Exhibit B -Energy Subsidiaries and Affiliates Page 1 of 1 

Applicant 
APCo 
APCo 

Applicants’ energy subsidiaries, as well as their ownership interests therein, are 
listed below. Applicants seek a waiver of the need to provide any additional 
inforination related to any other AEP energy affiliates, which will be wholly 
unaffected by the Transaction. 

Energy Subsidiary Ownership Interest 
Cedar Coal Company 100% 

Central Amalachian Coal Cornmnv 100% 
APCo 
APCo 
KPCO 

Southern Appalachian Coal Company 100% 
Central Coal Company 50% 

NONE N/A 

NONE AEP Generation 
Resources N/A 



Exhibit E Page 1 of 1 

Common Officers and Directors (APCo, KPCo and AEP Generation Resources) 

Coinmon Directors 

Nicholas K. Akins 
Lisa M. Barton (APCo and KPCo) 
David M. Feinberg (APCo and KPCo) 
Mark C. McCullough (APCo and KPCo) 
Robert P. Powers 
Barbara D. Radous (APCo and KPCo) 
Brian X. Tierney 
Dennis E. Welch (APCo and KPCo) 

Common Officers 

Nicholas K. Akins, CEO 
Lisa M. Barton, VP (APCo and KPCo) 
Thomas G. Berkemeyer, Assistant Secretary 
Joseph M. Buonaiuto, CAO (APCo and KPCo); Controller 
Jeffrey D. Cross, Assistant Secretary (APCo and KPCo); VP (AEP Generation Resources) 
David M. Feinberg, Secretary (APCo, KPCo and AEP Generation Resources); VP (AEP 
Generation Resources) 
Renee V. Hawkins, Assistant Treasurer 
Michael Heyeck, VP (APCo and KPCo) 
Jeffery D. L,aFleur, VP-Generation Assets (APCo); VP (KPCo) 
Timothy K. Light, VP (APCo and KPCo) 
Mark C. McCullough, VP (APCo and KPCo) 
Scott N. Smith, VP (APCo and KPCo) 
Robert P. Powers, VP (APCo and KPCo); President, COO (AEP Generation Resources) 
Mark A. Pyle, VP-Tax 
Barbara D. Radous, VP (APCo and KPCo) 
Andrew B. Reis, Assistant Controller (APCo and KPCo) 
Brian X. Tierney, CFO, VP 
Dennis E. Welch, VP (APCo and KPCo) 
Julie Williams, Assistant Controller (APCo and KPCo) 
Charles E. Zebula, Treasurer 



escription and Location of Wholesale Power Customers 
and Unbundled Transmission Customers Served by Applicants 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 
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Craig Botetourt Electric Cooperative 
Dayton Power & Light Co. 
The Black Diamond Power Co.(formerly known as the Musser Co.) 
Hoosier Energy Rural Electric Cooperative, Inc. 
Indiana Municipal Power Agency 
Joint Operating Group 
Ohio City 
Old Dominion Electric Cooperative 
Town of Avilla 
Town of New Carlisle 
Town of Richlands 
Village of Arcadia 
Village of Bloomdale 
Village of Carey 
Village of Cygnet 
Village of Deshler 
Village of Glouster 
Village of Greenwich 
Village of Paw Paw 
Village of Plymouth 
Village of Republic 
Village of Shiloh 
Village of Sycamore 
Village of Wharton 
Village of Woodsfield 
Virginia Polytechnic Institute and State University 
Wabash Valley Power Association, Inc. 

AEP PJM Zonal Network Interconnection Transmission Service Customers 

6 

7 

8 

9 

i o  
11 

12 

13 

14 

5lCentral Virginia Electric Co-op I 
City of Auburn 
City of Bedford - 
City of Bluffton 
City of Bristol 
City of Bryan 
City of Clyde 
City of Columbus 
City of Danville 
City of Dover 

20 
21 

22 

23 

24 

25 

26 

City of Niles 
City of Olive Hill 
City of Orville 
City of Radford 
City of Salem 
City of Shelby 
City of South Haven 

27 

28 

29 

City of St. Marys 
City of St. Clairsville 
City of Sturgis 

6 1  
62 

63 

Non-Zonal NITS Customers 
Buckeye Power, Inc (DPL) 
Buckeye Power, Inc (FE) 
Buckeye Power, Inc (Cinergy) 



escription of the Applicants' Jurisdictional Facilities Page 1 of 2 

Generation Assets (APCo) 

Location 

Ivanhoe, VA 

Plant Capacity (MW)* 

5 
I_____ 

I 
Ivanhoe, VA 

Ceredo 

7 

Huntington, WV 

Huntington, WV 

Huntington, WV 

Huntington, WV 

Huntington, WV 

80 

80 

80 

80 

81 

Ceredo 16 

Ceredo 

Ceredo 

2 

3 

Clinch River 1 2  

Ceredo 

Ceredo 

4 

5 

~ 

Kanawha River 

Claytor 

Clinch River 

1-4 

1 

Cleveland, VA 

Cleveland, VA 

Dresden, OH 

Glen Lyn, VA 

Glen Lyn, VA 

Win field, WV 

Winfield, WV 

Win field, WV 

Fuel 

233 

234 

577 

94 

238 

8 00 

800 

433 

Hydro 

Hydro 

Clinch River 

Dresden 

Glen Lyn 

Glen Lyn 

John E. Amos 

Gas 

Gas 

3 

1-3 

5 

6 

1 

Gas 

Kanawha River 

L,eesville 

London 

Marmet 

Mountaineer 

Gas 

Gas 

2 

1-2 

1-3 

1-3 

1 

Gas 

Handley, WV 

Marmet, WV 

New Haven, WV 

Vinton, VA 

New Haven, WV 

New Haven, WV 

Hydro 

Coal 

10 

10 

1,317 

1 

147 

148 

Coal 

Coal 

Gas 

Niagara 

Philip Sporn 

Philip Sporn 

Reusens 

Smith Mountain PS 

Winfield 

Coal 

Coal 

Coal 

1-2 

1 

3 

1-5 

1-5 

1-3 

Coal 

Coal 

Lynchburg, VA 

Sandy Level, VA 

Win field, WV 

TOTAL CAPACITY 
I"I-.--.." 

Coal 

3 

586 

13 

6,804 
.... " . . _ ~ _ _ _ _ _ _  

Coal 

Hydro 

Hydro 

Hydro 

Coal 

Hydro 

Coal 

Coal 

Hydro 

HydroIPS 

Hydro 

-._- 

Huntington, WV 

Radford, VA 

Cleveland, VA 233 

Glasgow, WV 

Glasgow, WV 

Hurt, VA 



escription of the Applicants' Jurisdictional 

Plant Unit No. Fuel Location 

Big Sandy 1 Coal Louisa, KY 

Big Sandy 2 Coal Louisa, KY 

TOTAL CAPACITY 

Page 2 of 2 

Capacity (MW)" 

278 

800 

1,078 

Generation Assets (KPCo) 

Location 
Applicant sset Balancing 

Authority Area 
APCo 765kV Lines PJM PJM 
APCo 500kV Lines PJM PJM 
APCo 345kV Lines PJM PJM 
APCo 230kV L,ines PJM PJM 
APCo 88-138kV Lines PJM PJM 
APCo 69kV or less Lines PJM PJM 

I TOTAL 

Size 
(circuit miles) 

734 
97 

383 
106 

3,422 
2,123 
6,865 

:I: The capacity values shown on the above tables are the values used for purposes of the Pool Agreement 
and may differ slightly from the summer seasonal values shown on the Appendix B submitted with 
AEP's market-based rate filings. The table summarizes generation assets prior to the Amos and Mitchell 
Transfers. 

Transmission Assets (APCo) 

Transmission Assets (KPCo) 

KPCO I 765kVLin 
PJM 8 

I KPCO I 161kV Lines I PJM I PJM 46 
KPCO 1 88-138kVLines I PJM PJM 335 

-~ KPCO 
I I I TOTAT, I_ 1 1,252 
I 69kV or less Lines I PJM PJM 605 



xhibit 1 - Agreements Related to the 

Exhibit I contains the following documents: 

1. Asset Contribution Agreement Between AEP Generation Resources Inc. 
and NEWCO Appalachian (34 pages). 

2. Asset Contribution Agreement Between AEP Generation Resources Inc. 
andNEWCOICentucky(32pages). 

3. Agreement and Plan of Merger of Appalachian Power Company and 
NEWCO Appalachian (6 pages). 

4. Agreement and Plan of Merger of Kentucky Power Company and NEWCO 
Kentucky (6 pages). 



Form of Asset Contribution Agreement 

ASSET CONTRIBUTION AGREEMENT 

BETWEEN 

AEP GENERATION RESOURCES INC. 

AND 

[NEWCO APPALACHIAN] 

Dated as of 7 201- 



Form of Asset Contribution Agreement 
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orm of Asset Contribution Agreement 

ASSET C ~ N T R I B ~ ~ ~ ~ N  AGRE 

This Asset Contribution Agreement (this "Agreement"), dated as of 201-, is 

between AEP Generation Resources Inc., a Delaware corporation ("Transferor"), and 

[NEWCO Appalachian] a corporation ("Transferee"). Collectively, Transferee 

and Transferor may be referred to herein as the "Parties" and each, individually, as a "Party." 

wI.TN:SSETH 

WHEREAS, Transferor owns the Mitchell Power Generation Facility in Mouiidsville, 

West Virginia which is comprised of two 800 MW generating units and associated plant, 

equipment and facilities and certain other assets, improvements, properties (both tangible, 

including real and persoiial property, and intangible), and rights associated therewith or ancillary 

thereto, all as more specifically described in Schedule 1.01 (the "Mitchell Plant"). 

WHEREAS, Transferor owns an undivided two-thirds interest in the Amos Plant Unit 

No. 3 in Winfield, West Virginia which is comprised of oiie 1300 MW generating unit and 

associated plant, equipment and facilities and certain other assets, improvements, properties 

(both tangible, iiicludirig real and personal property, and intangible), common facilities and 

rights associated therewith or ancillary thereto, all as more specifically described in Schedule 

1.01 ("Amos Unit 3"). 

WHEREAS, Transferor desires to transfer and assigii to Transferee, and Traiisferee 

desires to acquire and assume from Transferor, the Transferred Assets (as hereinafter defined) 

aiid certain liabilities, upon the terms and conditions hereinafter set forth; 

WHEREAS, Transferor and Transferee intend that the transfer of the Transferred Assets 

contemplated herein qualify as contributions to capital under Section 35 1 of the Internal Revenue 

Code of 1986, as amended; and 

WHEREAS, Transferor directly owns all of the outstanding capital stock of Transferee. 

NOW, THEREFORE, in consideration of the premises and the mutual covenants, 

agreements, representations and warranties hereinafter set forth, the Parties, intending to be 

legally bound, hereby agree as follows: 

1 



Form of Asset Contribution Agreement 

DEFINITIONS 

Section 1.01 Defiiiitions. 

(a) As used in this Agreement, the following terins have the following 

meanings: 

"Affiliate" means a Person that directly or indirectly through one or more intermediaries, 

controls, or is controlled by, or is under common control with, the Person specified. The term 

"control" (including the terms "controlling," "controlled by" and "under common control with") 

means the possession, direct or indirect, of the power to direct or cause the direction of the 

management and policies of a Person, whether through the ownership of voting securities, by 

contract or otherwise. 

"Amos Unit 3" has the meaning set forth in the second Recital. 

"Amos Unit 3 Transferred Assets" has the meaning set forth Section 2.01. 

"Ancillary Agreements" means the Assumption Agreement, the Asset Transfer 

Agreement, the Deeds, the Assignment of Easements and Rights of Way, the Assignment of Real 

Property Leases, the Assignment of Contracts and any other agreements or instruments entered 

into between the Parties with respect to the transactions contemplated by this Agreement. 

"Asset Transfer Agreement'' means the Asset Transfer Agreement to be executed and 

delivered at Closing by Transferor to Transferee in substantially the form attached hereto as 

Exhibit E. 

"Assignment of Contracts" means the Assignment of Contracts agreement to be entered 

into between Transferor and Transferee at Closing in substantially the form attached hereto as 

Exhibit A. 

"Assignment of Easements and Rights of Way" means the Assignments of Easements 

and Rights of Way agreements to be entered into by Transferor and Transferee at Closing in 

substantially the form attached hereto as Exhibit B. 

"Assignment of Real Property Leases" means the Assignment of Real Property Leases 

agreements to be entered into by Transferor and Transferee at Closing in substantially the form 

attached hereto as Exhibit C. 

"Assumed Liabilities" has the meaning set forth in Section 2.03. 

2 



Form of Asset Contribution Agreement 

"Assumed Payables" means a certain amount of those payables owed by Transferor 

with respect to the Transferred Assets, as set forth in Schedule 1.02. 

"Assumption Agreement" means mean the Assumption Agreement to be entered by 

Transferor and Transferee at Closing in substantially the form attached hereto as Exhibit D. 

"Business Day" means a day other than a Saturday, Sunday or day on which banks are 

permitted or required to remain closed in the state of Ohio. 

"CERCLA" means the Comprehensive Environmental Response, Compensation, and 

Liability Act of 1980, as amended from time to time. 

"Closing" has the meaning set forth in Section 3.03. 

"Closing Date" has the meaning set forth in Section 3.03. 

"Contracts" has the meaning set forth in Section 4,01(i). 

"CWIP" has the meaning set forth in the definition of "Improvements." 

"Debt" - means the long-term and short-term debt owed by Transferor as described in 

Schedule 1.03. 

"Deeds" P means those certain deeds to be executed and delivered at Closing by 

Transferor to Transferee. 

"Deferred Tax Assets" means the Transferor's deferred tax assets relating to the 

Transferred Assets or any assnmed Liability that is carried on its books. 

"Deferred Tax Liability" means the Transferor's deferred tax liability relating to the 

Transferred Assets or any assnmed Liability that is carried on its books. 

"Easements and Rights of Waf' means the easements and rights of way described in 

Schedule 1.04. 

"Effective Time" has the meaning set forth in Section 3.03. 

"Emissions Allowances" means all authorizations issixed to Transferor by a 

Governmental Authority pursuant to a statutory or regulatory program promulgated by a 

Governmental Authority pursuant to which air emissions sources subject to the program are 

authorized to emit a prescribed quantity of air emissions. 

"Encumbrance'* means any security interest, pledge, mortgage, lien, charge, option to 

purchase, lease, claim, restriction, covenant, title defect, hypothecation, assignment, deposit 

arrangement or other encumbrance of any kind or any preference, priority or other security 
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agreement or preferential arrangement of any kind or nature whatsoever (including any 

conditional sale or title retention agreement). 

"Environmental Condition" means the presence or Release to the environment, 

whether at the Real Property or otherwise, of Hazardous Substances, including any migration of 

Hazardous Substances through air, soil or groundwater at, to or from the Real Property or at, to 

or from any Off-Site Location, regardless of when such presence or Release occurred or is 

discovered. 

"Environmental Laws" means all (i) Laws relating to pollution or protection of the 

environment, natural resources or human health and safety, including Laws relating to Releases 

or threatened Releases of Hazardous Substances or otherwise relating to the manufacture, 

formulation, generation, processing, distribution, use, treatment, storage, Release, transport, 

remediation, abatement, cleanup or handling of Hazardous Substances; (ii) Laws with regard to 

recordkeeping, notification, disclosure and reporting requirements respecting Hazardous 

Substances and (iii) Laws relating to the management or use of natural resources. 

"Environmental Permits" has the meaning set forth in Section 4.01 (g). 

"Excluded Liabilities" has the meaning set forth in Section 2.04. 

"FERC" means the Federal Energy Regulatory Commission. 

"Franklin Real Propertv" means that certain real property held by Franklin Real Estate 

Company, a wholly owned subsidiary of the Parent, as agent for and for the benefit of 

Transferor's electric generation assets as more specifically described in Schedule 1.05. 

"Generation Transmission Assets" has the meaning set forth in Section 2.01 (p). 

"Good Utilitv Practice" means any of the practices, methods and acts engaged in or 

approved by a significant portion of the electric utility industry during the relevant time period, 

or any of the practices, methods or acts which, in the exercise of reasonable judgment in light of 

the facts known at the time the decision was made, could have been expected to accomplish the 

desired result at a reasonable cost consistent with good business practices, reliability, safety and 

expedition. 

"Governmental Authoritv" means any: (i) nation, state, county, city, town, village, 

district, or other jurisdiction of any nature; (ii) federal, state, local, municipal, foreign, or other 

government; (iii) governmental or quasi-governmental authority of any nature (including any 

governmental agency, branch, department, official, or entity and any court or other tribunal); (iv) 
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multi-national organization or body; or (v) body exercising, or entitled to exercise, aiiy 

administrative, executive, judicial, legislative, police, regulatory, or taxing authority or power of 

any nature. 

"Hazardous Substances" means (i) aiiy petrochemical or petroleum products, oil or coal 

ash, radioactive materials, radon gas, asbestos iii any form that is or could become friable, urea 

foi-iiialdehyde foam iiisulatioii and transformers or other equipment that contain dielectric fluid 

which may contaiii levels of polychlorinated biphenyls; (ii) any chemicals, materials or 

substances defined as or included in the definition of "hazardous substances," "hazardous 

wastes," "hazardous materials," "hazardous constituents," "restricted hazardous materials," 

"extremely hazardous substances," "toxic substances," "contaminants," "pollutants," "toxic 

pollutants," or words of similar nieaiiing and regulatory effect under aiiy applicable 

Eiivironmental Law and (iii) any other chemical, material or substance, exposure to which is 

prohibited, limited or regulated by any applicable Environmeiital Law. 

"Improvements" means all buildings, structures, machinery and equipment (including 

all fuel handliiig and storage facilities), fixtures, construction work in progress ("CWIP"), and 

other improvements, including all piping, cables and similar equipment forming part of the 

mechanical, electrical, plumbing or HVAC infrastructure of any building, structure or 

equipment, located on aiid affixed to the Real Property, the Leased Real Property and the 

Easements and Rights of Way. 

"Intellectual Property'' means all of the following and similar intangible property and 

related proprietary rights, interests and protections, however arising, (i) all software necessary to 

operate or maintain the Transferred Assets, (ii) confidential information, formulas, designs, 

devices, technology, know-how, research and development, inventions, methods, processes, 

compositions and other trade secrets, whether or not patentable and (iii) patented and patentable 

designs and inventions, all design, plant and utility patents, letters patent, utility models, pending 

patent applications and provisional applications and all issuances, divisions, continuations, 

continuatioiis-in-part, reissues, extensions, reexaminations and renewals of such patents and 

applications. 

"Inventories" means (i) all inventories of fuels and consumables owned by Transferor 

for use at the Plants, whether located on Real Property, Leased Real Property or the Easements 

and Rights of Way associated with the Plants or in transit thereto or stored offsite and (ii) all 
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materials and supplies, including without limitation, spare parts, owned by Transferor for use at 

or in connection with the Plants. 

"Knowledge" means the actual and current knowledge of the corporate officer or 

officers of the specified Persoii charged with responsibility for the particular function as of the 

date of this Agreement, or, with respect to any certificate delivered pursuant to this Agreement, 

the date of delivery of the certificate, without any implication of verification or investigation 

concerning such knowledge. 

"Laws" - means all laws, statutes, rules, regulations, ordinances and other 

pronouncements having the effect of law of the TJnited States, any foreign country and any 

domestic or foreign state, county, city or other political subdivision or of any Governmental 

Authority. 

"Leased Real Propertv" has the meaning set forth in Section 4.01(e)(i). 

"Liability" means any liability or obligation, whether known or unknown, whether 

asserted or not asserted, whether absolute or contingent, whether accrued or not accrued, whether 

liquidated or not liquidated, whether incurred or consequential, and whether due or to become 

due. 

"Material Adverse Effect" means (i) any event, circumstance or condition materially 

impairing the ability of Transferor to perforin its obligations under this Agreement or any 

Ancillary Agreement or (ii) any change in or effect on Transferor or the Transferred Assets that 

is materially adverse to the Transferred Assets, other than (a) any change resulting from changes 

in the international, national, regional or local wholesale or retail markets for electricity, (b) any 

change resulting from changes in the international, national, regional or local markets for fuel or 

consuinables used at the Plants, (c) any change resulting from changes in the North American, 

national, regional or local electric transmission system, and (d) any change in Law generally 

applicable to similarly situated Persons. 

"Mitchell Plant" has the meaning set forth in the first Recital. 

"Mitchell Plant Transferred Assets" has the meaning set forth in Section 2.01. 

"Net Book Value" means an amount in dollars, as reflected in the corresponding line 

item or items of the balance sheet of Transferor as of the applicable date for all Transferred 

Assets and all Assumed Liabilities. With respect to the Transferred Assets, Net Book Value is 

equal to total Transferred Assets net of accumulated depreciation or amortization as appropriate. 
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"Off-Site Location'' means any real property other than the Real Property, the Leased 

Real Property or real property covered by the Easements and Rights of Way. 

"Organizational Documents" nieans (i) the articles or certificate of incorporation and 

the bylaws of a corporation; (ii) the limited liability company or operating agreement and 

certificate of formation of a limited liability company; (iii) the partnership agreement and any 

statenleiit of partnership of a general partnership; (iv) the limited partnership agreement and the 

certificate of limited partnership of a limited partnership; (v) any charter or similar document 

adopted or filed in connection with the creation, formation, or organization of a Person and (vi) 

any amendment to any of the foregoing. 

"Parent" means American Electric Power Company, Inc. 

"Party" has the meaning set forth in the first paragraph of this Agreement. 

"Permits" has the meaning set forth in Section 4.01(1<). 

"Permitted Encumbrances" means: (i) mechanics', carriers', workmen's, repairmen's 

or other like Encumbrances arising or incuil-ed in the ordinary course of business that would not, 

individually or in the aggregate, reasonably be expected to have a Material Adverse Effect, (ii) 

Encumbrances for Taxes not yet due or which are being contested in good faith by appropriate 

proceedings and that would not, individually or in the aggregate, reasonably be expected to have 

a Material Adverse Effect; (iii) imperfections of title or encumbrances, if any, that, individually 

or in the aggregate, do not materially impair, and would not reasonably be expected to have a 

Material Adverse Effect; (iv) leases, subleases and siinilar agreements, and liens of any landlord 

or other third party on property over which Sellers have easement rights or on any Leased Real 

Property and subordination or similar agreements relating thereto; (v) leases, mineral 

reservations and conveyances, easements, covenants, rights-of-way and other similar restrictions 

of record; (vi) any conditions that may be shown by a current, accurate survey or physical 

inspection of the Real Property or the Leased Real Property made prior to the Closing; (vii) 

zoning, planning, conservation restriction and other land use and environmental regulations by 

Governmental Authorities; (viii) the respective rights and obligations of the Parties under this 

Agreement and the Ancillary Agreements; (ix) Encumbrances resulting from legal proceedings 

being contested in good faith by appropriate proceedings that would not, individually or in the 

aggregate, reasonably be expected to have a Material Adverse Effect; and (x) other 
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Encumbrances that would not, individually or in the aggregate, reasonably be expected to have a 

Material Adverse Effect. 

"Person" means any individual, corporation (including any lion-profit corporation), 

general or limited partnership, limited liability company, joint venture, estate, trust, association, 

organization, labor union, or other entity or Governniental Authority. 

"Plants" means, collectively, the Mitchell Plant and Amos Unit 3. 

"Real Property" has the meaning set forth in Section 2.01 (b). 

"Real Property Leases" has the meaning set forth in Section 4.01 (e)(& 

"Release" means any release, spill, leak, discharge, disposal of, pumping, pouring, 

emitting, emptying, injecting, leaching, dumping or allowing to escape into or through the 

environment . 

"Tax" - means all federal, state, local and foreign taxes, charges, fees, levies, imposts, 

duties or other assessments, including, without limitation, income, gross receipts, excise, 

employment, sales, use, transfer, license, payroll, franchise, severance, stamp, occupation, 

windfall profits, environmental (including taxes under Code Section 59A), premium, federal 

highway use, commercial rent, customs duties, capital stock, paid up capital, profits, 

withholding, social secnrity, single business and unemployment, disability, real property, 

personal property, registration, ad valorem, value added, alternative or add-on minimum, 

estimated, or other tax or governmental fee of any kind whatsoever, imposed or required to be 

withheld by any Governmental Authority, including any interest, penalties or additions thereto, 

whether disputed or not. 

"Transferee" has the meaning set in the first paragraph of this Agreement. 

"Transferor" has the meaning set forth in the first paragraph of this Agreement. 

"Transferred Assets" has the meaning set forth in Section 2.01. 

(b) 

otherwise requires : 

Interpretation. In this Agreement, unless otherwise specified or where the context 

(i) a reference, without more, to a recital is to the relevant recital to this 

Agreement, to an Article or Section is to the relevant Article or Section of this Agreement, and to 

a Schedule or Exhibit is to the relevant Schedule or Exhibit to this Agreement; 

words importing any gender shall include other genders; (ii) 

8 



orm of Asset Contribution Agreement 

(iii) 

(iv) 

words importing the singular only shall include the plural and vice versa; 

the words “include,” “includes” or “including” shall be deemed to be 

followed by the words “without limitation;” 

(v) reference to any agreement, document or instrument means such 

agreement, document or instrument as amended or modified and in effect from time to time in 

accordance with the terms thereof; 

(vi) reference to any applicable Law means, if applicable, such L,aw as 

amended, modified, codified, replaced or reenacted, in whole or in part, and in effect from time 

to time, including rules and regulations promulgated thereunder; 

(vii) 

(viii) 

“or” is used in the inclusive sense of “and/or;” 

references to documents, instruments or agreements shall be deemed to 

refer as well to all addenda, exhibits, schedules or amendments thereto; 

(ix) the words “hereof,” “herein” and “herewith” and words of similar import 

shall, uiiless otherwise stated, be construed to refer to this Agreement as a whole and not to any 

particular provision of this Agreement; and 

(x) references to any party hereto or any other agreement or document shall 

include such party’s successors and permitted assigns, but, if applicable, only if such successors 

and assigns are not prohibited by this Agreement. 

ARTICLE I1 

TRANSFER OF ASSETS 

Section 2.01 Transfer of Assets. Upon the terms and conditions set forth in this 

Agreement, at the Closing but effective as of the Effective Time, Transferor shall transfer, 

convey, assign and deliver to Transferee as a contribution to capital, and Transferee shall acquire 

and assume from Transferor as a contribution to capital, free and clear of all Encumbrances other 

than Permitted Encumbrances, (i) an undivided fifty percent (50%) ownership interest in and to 

the Mitchell Plant and the following described assets that are associated with or utilized in 

connection with the Mitchell Plant (the “Mitchell Plant Transferred Assets”) and (ii) an 

undivided two-thirds ownership interest (constituting all of Transferor’s interest) in and to Amos 

Unit 3 and the following described assets that are associated with or utilized in connection with 
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Amos Unit 3 (the “Amos Unit 3 Transferred Assets”) (the Mitchell Plant Transferred Assets and 

the Amos Unit 3 Transferred Asserts are referred to collectively as the “Transferred Assets”): 

(a) the real property (including the Improvements) described in Schedule 

2.01(a) (and together with the Franklin Real Property, the “Real Property”); 

the Real Property L,eases (including the Improvements); 

the Easements and Rights of Way (including the Improvements) ; 

all Inventories; 

the Contracts; 

the Permits; 

the Environmental Permits; 

the Intellectual Property; 

the Emissions Allowances; 

the Deferred Tax Assets; 

all vehicles, equipment, machinery, furniture and other tangible personal 

property used in connection with the Plants or located on or at the Real Property, the Leased Real 

Property and the Easements and Rights of Way, a partial list of which is described on Schedule 

2.0 1 (k); 

(1) the other assets described in Schedule 2.01(1); 

(m) all unexpired, transferable warranties and guarantees from manufacturers, 

vendors and other third parties with respect to any Improvement or item of real or tangible 

personal property constituting part of the Transferred Assets; 

(n) all books, purchase orders, operating records, operating, safety and 

maintenance manuals, engineering design plans, blueprints and as-built plans, specifications, 

procedures, studies, reports, equipment repair, safety, maintenance or service records, and 

similar items (sub,ject to the right of Transferor to retain copies of same for its use), other than 

such items that are proprietary to third parties and accounting records (to the extent that any of 

the foregoing is contained in an electronic format, Transferor shall reasonably cooperate with 
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Transferee to transfer such items to Transferee in a format that is reasonably acceptable to 

Transferee) ; 

(0) the electrical transmission facilities associated with the Plants located at 

or forming part of the Plants, including all energized switchyard facilities on the generation asset 

side of the appropriate interconnection points and real property directly associated therewith, all 

substation facilities and support equipment, as well as all permits, contracts and warranties 

related thereto, including those certain assets and facilities specifically identified on Schedule 

2.01 (0) (the "Generation Transmission Assets"). 

(p) without limitation of any of the foregoing, Transferor is transferring to 

Transferee the corresponding undivided ownership interests in and to all Mitchell Plant and 

Amos Unit 3 Plant power generation function eqnipment including, but not limited to, generation 

step-up transformers, turbine-generators, plant power distribution equipment such unit auxiliary 

transformers, forced draft fans, coal handling facilities, precipitator facilities, and protection and 

control equipment and systems that are associated with the Plants; 

(9) the rights of Transferor in and to any causes of action against third parties 

relating to the Transferred Assets or any part thereof, including any claim for refunds (but 

excluding any refund, credit, penalty, payment, adjustment or reconciliation related to Taxes paid 

or due for periods ending prior to the Effective Time in respect of the Transferred Assets, 

whether such refund, credit, penalty, payment, adjustment or reconciliation is received as a 

payment or, subject to Section 3.02, as a credit against future Taxes payable), prepayments, 

offsets, recoupment, insurance proceeds, condemnation awards, judgments and the like, whether 

received as a payment or credit against future liabilities, relating specifically to Transferred 

Assets and relating to any period ending prior to, on or after the Effective Time; 

(r) the rights of Transferor in, to and under all contracts, agreements, 

arrangements, permits or licenses of any nature and related to the Transferred Assets, which are 

not expressly excluded pursuant to Section 2.02 and of which the obligations of Transferor 

thereunder are not expressly excluded by Transferee pursuant to Section 2.04; and 

(s) to the extent not otherwise described in this Section 2.01, all other assets 

and property, whether real or personal, tangible or intangible, that are associated with or used in 

connection with ownership and operation of the Plants. 
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Section 2.02 Excluded Assets. Notwithstanding anything to the contrary contained in 

Section 2.01 or elsewhere in this Agreement, nothing in this Agreement shall constitute or be 

construed as conferring on Transferee, and Transferee is not acquiring, any right, title or interest 

in and to any properties, assets, business, operation, or division of Transferor or any of its 

Affiliates (other than Transferee) not expressly set forth in Section 2.01. 

Section 2.03 Assumed Liabilities. On the Closing Date, Transferee shall execute and 

deliver the Assumption Agreement, pursuant to which, among other things, Transferee shall 

assume the Liabilities described therein and, in addition, Transferee shall assume the following 

Liabilities (collectively, the "Assumed Liabilities"): 

(a) on the terms and subject to the conditions set forth in this Agreement, at 

the Closing, Transferee shall assume and become responsible for, and shall thereafter pay, 

pei-form and discharge as and when due (i) fifty percent (50%) of the Liabilities arising under or 

related to the Mitchell Plant Transferred Assets whether arising from, or relating to, periods prior 

to, on or after the Effective Time and (ii) all of the Liabilities arising under or related to the 

Amos Unit 3 Transferred Assets whether arising from, or relating to, periods prior to, on or after 

the Effective Time; 

(b) (i) fifty percent (50%) of all Liability of Transferor with respect to the 

Assumed Payables relating to the Mitchell Plant Transferred Assets and (ii) all Liability of 

Transferor with respect to the Assumed Payables relating to the Amos Unit 3 Transferred 

Assets: 

(c) (i) fifty percent (50%) of all Liability of Transferor with respect to the 

Debt relating to the Mitchell Plant Transferred Assets to the extent relating to periods of time 

after the Effective Time and (ii) all Liability of Transferor with respect to the Debt relating to the 

Amos Unit 3 Transferred Assets to the extent relating to periods of time after the Effective Time; 

(d) (i) fifty percent (50%) of all Liability of Transferor with respect to the 

Deferred Tax Liability relating to the Mitchell Plant Transferred Assets and (ii) all Liability of 

Transferor with respect to the Deferred Tax Liability relating to the Amos Unit 3 Transferred 

Assets; and 
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(e) (i) fifty percent (50%) of all Liability of the Transferor with respect to the 

property Taxes relating to the Mitchell Plant Transferred Assets and (ii) all L,iability of 

Transferor with respect to the property Taxes relating to the Amos TJnit 3 Transferred Assets. 

2.04 Excluded Liabilities. Notwithstanding the foregoing provisions of Section 2.03, 

Transferee shall not assume by virtue of this Agreement, the Assumption Agreement or any 

other Ancillary Agreement, or the transactions contemplated hereby or thereby, or otherwise, and 

shall have no liability for any of the following Liabilities or any Liability of Transferor that is not 

related to the Transferred Assets (the "Excluded Liabilities"): 

(a) any Liabilities of Transferor in respect of any assets of Transferor that are 

not Transferred Assets; 

(b) any Liabilities in respect of Transferor's current income Taxes and any 

other Taxes not otherwise assumed pursuant to Section 2.03(d) and (e); 

(c) any fines and penalties imposed by any Governmental Authority resulting 

from any act or omission by Transferor and not related to the Transferred Assets; and 

(d) any Liability of Transferor arising as a result of its execution and delivery 

of this Agreement or any AiiciIlavy Agreement, the performance of its obligations hereunder or 

thereunder, or the consummation by Transferor of the transactions contemplated hereby or 

thereby. 

ARTICLE I11 

ASSET TRANSFER; CLOSING 

Section 3.01 Asset Transfer. At Closing, Transferor shall transfer to Transferee the 

corresponding undivided ownership interests set forth in Section 2.01 in and to the Transferred 

Assets and the Assumed Lhbilities at Net Book Value as of the Effective Time. In the event that 

final amounts for the Net Book Value of the Transferred Assets or the Assumed Liabilities are 

not available on the Closing Date, the final Net book Value for the Transferred Assets and the 

Assumed Liabilities, as applicable, shall be determined and agreed to by Transferee and 

Transferor within ninety (90) days after the Closing Date. Transferor and Transferee agree to 

furnish each other with such documents and other records as may be reasonably requested in 

13 



Form of Asset Contribution Agreement 

order to confirm the filial Net book Value of the Transferred Assets aiid the Assumed Liabilities, 

as applicable. 

Section 3.02 Proration. 

(a) Transferee and Transferor agree that all of the items normally prorated, 

including those listed below, relating to the business and operation of the Transferred Assets 

shall be prorated as of the Effective Time, with Transferor liable to the extent such items relate to 

any time period through the Effective Time, and Transferee liable to the extent such items relate 

to periods subsequent to the Effective Time: 

(i) personal property, real estate, occupancy and any other Taxes, 

assessments and other charges, if any, on or with respect to the business and operation of 

the Transferred Assets. Provided, however, that the Parties shall not prorate any Taxes, 

assessments or charges relating to the Transferred Assets that are to be assumed by 

Transferee pursuant to Section 2.03; 

(ii) rent, Taxes and other items payable by or to Transferor under any 

of the Contracts to be assigned to and assumed by the Transferee hereunder; and 

(iii) sewer rents and charges for water, telephone, electricity and other 

utilities. 

(b) In connection with such proration, in the event that actual figures are not 

available at the Closing Date, the proration shall be based upon the actual amount of such Taxes 

or fees for the preceding year (or appropriate period) for which actual Taxes or fees are available 

and such Taxes or fees shall be re-prorated upon request of either the Transferor or the 

Transferee made within ninety (90) days after the date that the actual amounts become available. 

Transferor and Transferee agree to furnish each other with such documents and other records as 

may be reasonably requested in order to confirm all adjustment and proration calculations made 

pursuant to this Section 3.02. 

Section 3.03 Closing. The transfer, assignment, conveyance and delivery of the 

Transferred Assets, and the consummation of the other transactions Contemplated by this 

Agreement shall take place at a closing (the "Closia") to be held at the offices of American 

Electric Power, I Riverside Plaza, Columbus, Ohio 43204 at a time mutually acceptable to the 
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Parties on the date of the execution and delivery of this Agreement by each of the Parties (the 

"Closing Date"). The Closing shall be effective for all purposes as of [ 

"Effective Time"). 

1 (the 

Section 3.04 Closing Deliveries. 

(a) 

Transferee the following items: 

At the Closing, Transferor will deliver, or cause to be delivered, to 

(9 

(ii) 

by Transferor; 

(iii) 

Transferor; 

(iv) 

Transferor; 

(v) 

possession of the Transferred Assets; 

an original of each of the Deeds, duly executed and acknowledged 

an original of each Asset Transfer Agreement duly executed by 

an original of the Assumption Agreement duly executed by 

an original of each Assignment of Easements and Rights of Way 

duly executed by Transferor; 

(vi) an original of each Assignment of Real Property L,eases duly 

executed by Transferor; 

(vii) an original of each Assignment of Contracts duly executed by 

Transferor: and 

(viii) such other documents as are contemplated by this Agreement or as 

the Transferee may reasonably request to carry out the purposes of this Agreement. 

(b) At the Closing, Transferee will deliver, or cause to be delivered, to 

Transferor the following items: 

(i) an original of each Asset Transfer Agreement duly executed by 
Transferee; 

(ii) an original of the Assumption Agreement duly executed by 

Transferee: 

1s 



Form of Asset Contribution Agreement 

(iii) an original of each Assignment of Easements and Rights of Way 

duly executed by Transferee; 

(iv) an original of each Assignment of Real Property Leases duly 

executed by Transferee; 

(v) an original of each Assignment of Contracts duly executed by 

Transferee; and 

(vi) such other documents as are contemplated by this Agreement or as 

the Transferor may reasonably request, including vehicle titles, to consummate the 

transactions contemplated hereby. 

ARTICLE IV 

REPRESENTATIONS AND WARRANTIES 

Section 4.01 Representations and Warranties of Transferor. Transferor represents and 

warrants to Transferee as follows: 

(a) Organization and Good Standing; Qualification. Transferor is a 

corporation duly formed, validly existing and in good standing under the laws of the state of 

Delaware. Transferor has all requisite power and authority to own, lease or operate the 

Transferred Assets and to carry on its business as it is now being conducted. 

(b) Authority and Enforceability. Transferor has full power and authority to 

execute and deliver, and carry out its obligations under, this Agreement and each Ancillary 

Agreement to which it is a party and to consummate the transactions contemplated hereby and 

thereby. The execution, delivery and performance by Transferor of this Agreement and each 

Ancillary Agreement to which it is a party, and the consummation of the transactions 

contemplated hereby and thereby, have been duly and validly authorized by all necessary action 

on the part of Transferor. Assuming the due authorization, execution and delivery of this 

Agreement and each Ancillary Agreement to which it is a party by Transferee, each of this 

Agreement and each such Ancillary Agreement constitutes a legal, valid and binding obligation 

of Transferor, enforceable against it in accordance with its terms, except as such enforceability 

may be limited by applicable bankruptcy, insolvency and other similar laws affecting the rights 

and remedies of creditors generally and by general principles of equity. 
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(c) No Violation; Consents and Approvals. 

(i) Neither the execution, delivery and performance by Transferor of 

this Agreement and each Ancillary Agreement to which it is a party, nor the 

consummation by Transferor of the transactions contemplated hereby and thereby, will (i) 

conflict with or result in any breach of any provision of the Organizational Documents of 

Transferor; (ii) result in a default (or give rise to any right of termination, cancellation or 

acceleration), or require a consent, under any of the terms, conditions or provisions of 

any note, bond, mortgage, indenture, material agreement or other instrument or obligation 

to which Transferor is a party or by which it or any of the Transferred Assets may be 

bound, except for any such defaults or consents (or rights of termination, cancellation or 

acceleration) as to which requisite waivers or consents have been obtained or which 

would not, individually or in the aggregate, reasonably be expected to have a Material 

Adverse Effect; or (iii) constitute a violation of any law, regulation, order, judgment or 

decree applicable to Transferor, except for any such vioIations as would not, individually 

or in the aggregate, reasonably be expected to have a Material Adverse Effect. 

(ii) Transferor has obtaiiied all consents and approvals from each 

Governmental Authority necessary for the execution, delivery and performance of this 

Agreement by Transferor or of any Ancillary Agreement to which Transferor is a party, 

or the consumination by Transferor of the transactions conteinplated hereby and thereby, 

other than such consents aiid approvals which, if not obtained or made, would not, 

individually or in the aggregate, reasonably be expected to have a Material Adverse 

Effect. 

(d) Insurance. All material policies of property, liability, workers' 

compensation and other forms of insurance owned or held by, or on behalf of, Transferor arid 

insuring the Transferred Assets are in full force and effect, all premiunis with respect thereto 

covering all periods up to and including the date hereof have been paid (other than retroactive 

premiums), and no notice of cancellation or temiination has been received with respect to any 

such policy which was not replaced on substantially similar terms prior to the date of such 

cancellation. 

(e) Leased Real Property. 
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(i) Schedule 4.01(e) sets forth a description of each lease of real 

property held by Transferor (the “Real Property Leases”) and the real property covered 

thereby (the “Leased Real Property”) that is to be transferred as contemplated herein by 

Transferor to Transferee. 

(ii) Each Real Property Lease (a) constitutes a legal, valid and binding 

obligation of Transferor and, to Transferor’s Knowledge, constitutes a valid and binding 

obligation of the other parties thereto and (b) is in full force and effect and Transferor has 

not delivered or received any written notice of termination thereunder. 

(iii) There is not under any Real Property Lease any default or event 

which, with notice or lapse of time or both, (a) would constitute a default by Transferor 

or, to Transferor’s Knowledge, any other party thereto, (b) would constitute a default by 

Transferor or, to Transferor’s Knowledge, any other party thereto which would give rise 

to an automatic termination, or the right of discretionary termination, thereof, or (c) 

would cause the acceleration of any of Transferor’s obligations thereunder or result in the 

creation of any Encumbrance (other than any Permitted Encumbrance) on any of the 

Transferred Assets. There are no claims, actions, proceedings or investigations pending 

or, to the Knowledge of Transferor, threatened against Transferor or any other party to 

any Real Property Lease before any Governmental Authority or body acting in an 

adjudicative capacity relating in any way to any Real Property Lease or the subject matter 

thereof. Transferor has no Knowledge of any defense, offset or counterclaim arising 

under any Real Property L,ease. 

(f) Title; Condition of Assets. 

(i) Subject to Permitted Encumbrances, Transferor holds title to the 

Real Property and the Easements and Rights of Way and has good and valid title thereto 

and to the other Transferred Assets that it purports to own or in which it has an interest, 

free and clear of all Encumbrances. 

(ii) The tangible assets (real and personal) at, related to, or used in 

connection with Plants, taken as a whole, (a) are in good operating and usable condition 

and repair, free from any defects (except for ordinary wear and tear, in light of their 

respective ages and historical usages, and except for such defects as do not rriaterially 
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interfere with the use thereof in the conduct of the normal operation and maintenance of 

the Transferred Assets taken as a whole) and (b) have been maintained consistent with 

Good Utility Practice. 

(g) Environmental Matters. Except as disclosed in Schedule 4.01 (8): 

(i) Transferor holds, and is in compliance with, all permits, 

certificates, certifications, licenses and other authorizations issued by Governmental 

Authorities under Environmental Laws that are required for Transferor to conduct the 

business and operations of the Transferred Assets (collectively, "Environmental 

Permits"), and Transferor is otherwise in compliance with all applicable Environmental 

Laws with respect to the business and operations of the Transferred Assets, except for 

any such failures to hold or comply with required Environmental Permits, or such failures 

to be in compliance with applicable Environmental Laws, as would not, individually or in 

the aggregate, reasonably be expected to have a Material Adverse Effect; 

(ii) Transferor has not received any written request for information, or 

been notified of any violation, or that it is a potentially responsible party, under CERCL,A 

or any other Environmental Law for contamination or air emissions at the Plants, the Real 

Property, the Leased Real Property or the real property covered by the Easements and 

Rights of Way except for any such requests or notices that would result in liabilities 

under such laws as would not, individually or in the aggregate, reasonably be expected to 

have a Material Adverse Effect, and there are no claims, actions, proceedings or 

investigations pending or, to the Knowledge of Transferor, threatened against Transferor 

before any Governmental Authority or body acting in an adjudicative capacity relating in 

any way to any Environmental Laws or against Transferor or Parent concerning 

contamination or air emissions at the Plants, the Real Property, the Leased Real Property 

or the real property covered by the Easements and Rights of Way; and 

(iii) there are no outstanding judgments, decrees or judicial orders 

relating to the Transferred Assets regarding compliance with any Environmental Law or 

to the investigation or cleanup of Hazardous Substances under any Environmental Law 

relating to the Transferred Assets, except for such outstanding judgments, decrees or 
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judicial orders as would not, individually or in the aggregate, reasonably be expected to 

have a Material Adverse Effect. 

(iv) Section I of Schedule 4.01 (g) lists all material Environniental 

Permits. 

The representations and warranties made in this Section 4.01 (8) are the exclusive representations 

and warranties of Transferor relating to environmental matters. 

(h) Condemnation. There are no pending or, to the Knowledge of Transferor, 

threatened proceedings or governmental actions to condemn or take by power of eminent domain 

all or any part of the Transferred Assets. 

(i) Contracts and Leases. 

(i) Schedule 4.01(i) lists all written contracts, agreements, licenses 

(other than Environmental Permits, Permits or Intellectual Property) or personal property 

leases of Transferor that are material to the business or operations of the Transferred 

Assets (the “Contracts”). 

(ii) Each Contract (a) constitutes a legal, valid and binding obligation 

of Transferor and, to Transferor’s Knowledge, constitutes a valid and binding obligation 

of the other parties thereto and (b) is in full force and effect and Transferor has not 

delivered or received any written notice of termination thereunder. 

(iii) There is not under any Contract any default or event which, with 

notice or lapse of time or both, (a) would constitute a default by Transferor or, to 

Transferor’s Knowledge, any other party thereto, (b) would constitute a default by 

Transferor or, to Transferor’s Knowledge, any other party thereto which would give rise 

to an automatic termination, or the right of discretionary termination, thereof, or (c) 

would cause the acceleration of any of Transferor’s obligations thereunder or result in the 

creation of any Encumbrance (other than any Permitted Encumbrance) on any of the 

Transferred Assets. There are no claims, actions, proceedings or investigations pending 

or, to the Knowledge of Transferor, threatened against Transferor or any other party to 

any Contract before any Governmental Authority or body acting in an adjudicative 
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capacity relating in any way to any Contract or the subject matter thereof. Transferor has 

110 Knowledge of any defense, offset or counterclaini arising under any Contract. 

Q) Legal Proceedings. Except as set forth on Schedule 4.01Q) there are no 

actions or proceedings pending or, to the Knowledge of Transferor, threatened against Transferor 

before any court, arbitrator or Governmental Authority, which, individually or in the aggregate, 

would reasonably be expected to have a Material Adverse Effect. Transferor is not subject to 

any outstanding judgments, rules, orders, writs, injunctions or decrees of any court, arbitrator or 

Governmental Authority that, individually or in the aggregate, would reasonably be expected to 

have a Material Adverse Effect. 

(k) Permits. 

(i) Traiisferor has all permits, licenses, franchises and other 

governmental authorizations, consents and approvals (other than Environmental Permits, 

which are addressed in Section 4.OI(k)) necessary to own and operate the Transferred 

Assets (collectively, "Permits"), except where any failures to have such Permits would 

not, individually or in the aggregate, reasonably be expected to have a Material Adverse 

Effect. Transferor has not received any written notification that Transferor is in 

violation, nor does Transferor have Knowledge of any violations, of any such Permits, or 

any Law or judgment of any Governnieiit Authority applicable to Transferor with respect 

to the Transferred Assets, except for violations that would not, individually or in the 

aggregate, reasonably be expected to have a Material Adverse Effect. 

(ii) Section I1 of Schedule 4.01(k) lists all material Permits (other than 

Environmental Permits). 

(1) Taxes. To the Knowledge of Transferor, Transferor has filed all Tax 

Returns that are required to be filed by it with respect to any Tax relating to the Transfeelred 

Assets, and Transferor has paid all Taxes that have become due as indicated thereon, except 

where such Tax is being contested in good faith by appropriate proceedings, or where any 

failures to so file or pay would not, individually or in the aggregate, reasonably be expected to 

have a Material Adverse Effect. There are no Encumbrances for Taxes on the Transferred Assets 

that are not Permitted Encumbrances. 
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(in) Intellectual Property. Transferor has such ownership of or such rights by 

license or other agreenieiit to use all Intellectual Property necessary to permit Transferor to 

conduct its business with respect to the Transferred Assets as currently conducted, except where 

any failures to have such ownership, license or right to use would not, individually or in the 

aggregate, reasonably be expected to have a Material Adverse Effect. Transferor is not, nor has 

Transferor received any notice that Transferor is, in default (or with the giving of notice or lapse 

of time or both, would be in default) under any contract to use such Intellectual Property, and 

there are no material restrictions on the transfer of any material contract, or any interest therein, 

held by Transferor in respect of such Intellectual Property. Transferor has not received notice 

that it is infringing any Intellectual Property of any other Person in connection with the operation 

or business of the Transferred Assets. 

(n) Compliance with Laws. Transferor is in compliance with all applicable 

Laws with respect to the ownership or operation of the Transferred Assets, except where any 

such failures to be in Compliance would not, individually or in the aggregate, reasonably be 

expected to have a Material Adverse Effect. 

(0) Limitation of Representations and Warranties. EXCEPT FOR THE 

REPRESENTATIONS AND WARRANTIES SET FORTH IN THIS AGREEMENT AND 

IN ANY ANCILLARY AGREEMENT, TRANSFEROR IS NOT MAKING, AND 

HEREBY DISCLAIMS, ANY OTHER REPRESENTATIONS AND WARRANTIES, 

WRITTEN OR ORAL, STATUTORY, EXPRESS OR IMPLIED, CONCERNING 

TRANSFEROR OR THE TRANSFERRED ASSETS OR ANY PART THEREOF. 

Section 4.02 Representations and Warranties of Transferee. Transferee represents and 

warrants to Transferor as follows: 

(a) Organization and Good Standing. Transferee is a corporation duly 

formed, validly existing and in good standing under the laws of the state of and has 

all requisite power and authority to own, lease or operate its properties and to carry on its 

business as it is now being conducted. 

(b) Authority and Enforceability. Transferee has full power and authority to 

execute and deliver and carry out its obligations under this Agreement and each Ancillary 

Agreement to which it is a party, and to consummate the transactions contemplated hereby and 
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thereby. The execution, delivery and performance by Transferee of this Agreement and each 

such Ancillary Agreement, and the consummation of the transactions contemplated hereby and 

thereby, have been duly and validly authorized by all necessary action by Transferee. Assuming 

the due authorization, execution and delivery of this Agreement and each such Ancillary 

Agreement by the other party or parties thereto, this Agreement and each such Aiicillary 

Agreement constitutes a legal, valid and binding obligation of Transferee, enforceable against 

Transferee in accordance with its terms, except as such enforceability may be limited by 

applicable bankruptcy, insolvency and other similar laws affecting the rights and remedies of 

creditors generally and by general principles of equity. 

(c) No Violation; Consents and Approvals. 

(i) Neither the execution, delivery and performance by Transferee of 

this Agreement and each Ancillary Agreement to which Transferee is a party, nor the 

consummation by Transferee of the transactions contemplated hereby and thereby, will 

(a) conflict with or result in any breach of any provision of the Organizational Documents 

of Transferee; (b) result in a default (or give rise to any right of termination, cancellation 

or acceleration), or require a consent, under any of the terms, conditions or provisions of 

any note, bond, mortgage, indenture, material agreement or other instrument or obligation 

to which Transferee is a party or by which any of their respective material properties or 

assets may be bound, except for any such defaults or consents (or rights of termination, 

cancellation or acceleration) as to which requisite waivers or consents have been obtained 

or which would not, individually or in the aggregate, reasonably be expected to have a 

iriaterial adverse effect on the ability of Transferee to perform its obligations under this 

Agreement and the Ancillary Agreements; or (c) constitute a violation of any law, 

regulation, order, judgment or decree applicable to Transferee, except for any such 

violations as would not, individually or in the aggregate, reasonably be expected to have 

a material adverse effect on the ability of Transferee to perform its obligations under this 

Agreement and the Ancillary Agreements. 

(ii) Transferee has obtained all consents and approvals from each 

Governmental Authority or other Person necessary for the execution and delivery of this 

Agreement or any Ancillary Agreement by Transferee, or the consummation by 
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Transferee of the transactions contemplated hereby and thereby, except for any such 

consents and approvals which, if not obtained or made, would not, individually or in the 

aggregate, reasonably be expected to have a niaterial adverse effect on the ability of 

Transferee to perform its obligations under this Agreement and the Ancillary 

Agreements. 

(d) Legal Proceedings. There are no actions or proceedings pending or, to the 

Knowledge of Transferee, threatened against Transferee before any court, arbitrator or 

Governinental Authority, which, individually or in the aggregate, would reasonably be expected 

to have a Material Adverse Effect on the ability of Transferee to perform its obligations under 

this Agreement and the Ancillary Agreements. Transferee is not sub,ject to any outstanding 

judgments, rules, orders, writs, injunctions or decrees of any court, arbitrator or Governmental 

Authority which, individually or in the aggregate, would reasonably be expected to have a 

niaterial adverse effect on the ability of Transferee to perform its obligations under this 

Agreement and the Ancillary Agreements. 
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ARTICLE V 

AIN COVENANTS AND AGREE~ENT§ 

Section 5.01 Transfer Tax; Recording Costs. All transfer, use, stamp, sales and similar 

Taxes and recording costs incurred in connection with this Agreement and the transactions 

contemplated hereby shall be the sole responsibility of Transferee. 

Section 5.02 Further Assurances. 

(a) Subject to the terms and conditions of this Agreement, Transferor and 

Transferee shall use coinmercially reasonable efforts to take, or cause to be taken, all actions, 

and to do, or cause to be done, all things necessary, proper or advisable under applicable Laws to 

consummate and make effective the transfer of the Transferred Assets pursuant to this 

Agreement and the assumption of the Assumed Liabilities, including using commercially 

reasonable efforts with a view to obtaining all necessary consents, approvals and authorizations 

of, and making all required notices or filings with, third parties required to be obtained or made 

in order to consummate the transactions hereunder, including the transfer of the Environmental 

Permits and the Permits to Transferee. Neither Transferor, on the one hand, nor Transferee, on 

the other hand, shall, without prior written consent of the other, take or fail to take any action 

which might reasonably be expected to prevent or materially impede, interfere with or delay the 

transactions contemplated by this Agreement. 

(b) In the event that any portion of the Transferred Assets shall not have been 

conveyed to Transferee at the Closing, Transferor shall, subject to paragraphs (c) and (d) 

immediately below, convey such asset to Transferee as promptly as practicable after the Closing. 

(c) To the extent, if any, that Transferor's rights under any Contract, Real 

Property Leases or Easements and Rights of Way may not be assigned without the consent of 

any other party thereto, which consent has not been obtained by the Closing Date, this 

Agreement shall not constitute an agreement to assign the same if an attempted assignment 

would constitute a breach thereof or be unlawful. Transferor and Transferee agree that if any 

consent to an assignment of any Contract, Real Property Lease or Easement and Right of Way 

has not been obtained at the Closing Date, or if any attempted assignment would be ineffective 

or would impair Transferee's rights and obligations under the Contract, Real Property L,ease or 

Easement and Right of Way in question, so that Transferee would not in effect acquire the 
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benefit of all such rights aiid obligations, Transferor, at its option and to the maximum extent 

permitted by law and such Contract, Real Property Lease or Easement and Right of Way , shall, 

after the Closing Date, (i) appoint Transferee to be Transferor's agent with respect to such 

Contract, Real Property Lease or Easement and Right of Way or (ii) to the maximum extent 

permitted by law and such Contract, Real Property Lease or Easement and Right of Way, enter 

into such reasoiiable arraiigemeiits with Transferee or take such other coiiimercially reasonable 

actions to provide Transferee with the same or substantially similar rights and obligations of such 

Contract, Real Property Lease or Easement and Right of Way. Froin and after the Closiiig Date, 

Transferor and Transferee shall cooperate and use commercially reasonable efforts to obtain an 

assignment to Transferee of any such Contract, Real Property L,ease or Easement and Right of 

Way. 

(d) To the extent that Transferor's rights under any warranty or guaranty 

described in Section 2.01(r) may not be assigned without the consent of another Person, which 

consent has not been obtained by the Closing Date, this Agreement shall not constitute an 

agreement to assign the same, if an attempted assignment would constitute a breach thereof or be 

unlawful. The Parties agree that if any consent to an assignment of any such warranty or 

guaranty has not been obtained or if any attempted assignment would be ineffective or would 

impair Transferee's rights aiid obligations under the warranty or guaranty in question, so that 

Transferee would not in effect acquire the benefit of all such rights and obligations, Transferor 

shall use commercially reasonable efforts to the extent permitted by law and such warranty or 

guaranty, to enforce such warranty or guaranty for the benefit of Transferee to the maximum 

extent possible so as to provide Transferee with the benefits and obligations of such warranty or 

guaranty. Notwithstanding the foregoing, Transferor shall riot be obligated to bring or file suit 

against any third party, provided that if Transferor determines riot to bring or file suit after being 

requested by Transferee to do so, Transferor shall assign, to the extent permitted by law or any 

applicable agreement, its rights in respect of the claims so that Transferee may bring or file such 

suit. 

Section 5.03 Survival. The represeiitations and warranties of the Parties contained 

herein shall not survive the Closing and thereafter shall be of no fui-ther force and effect. 
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M I S ~ E ~ ~ A N E Q ~ S  PROVISIONS 

Section 6.01 Notices. All notices and other coininunications hereunder shall be in 

writing and shall be deemed given (i) on the day when delivered personally or by e-mail (with 

confirmation) or facsimile transmission (with confirmation), (ii) on the next Business Day when 

delivered to a nationally recognized overnight delivery service, or (iii) five (5) Business Days 

after deposited as registered or certified mail (return receipt requested), in each case, postage 

prepaid, addressed to the recipient Party at its address set forth below (or to such other addresses 

and e-mail and facsimile numbers for a Party as shall be specified by like notice; provided, 

however, that any notice of a change of address or e-mail or facsimile number shall be effective 

only upon receipt thereof): 

If to Transferor, to: 

AEP Generation Resources Inc. 

Attn: 

Facsimile No.: 

Einail: 

If to Transferee, to: 

[NEWCO Appalachian] 

Attn: 

Facsimile No.: 

Email: 
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Section 6.02 Waiver. The rights and remedies of the Parties are cumulative and not 

alternative. Neither the failure nor any delay by any Party in exercising any right, power, or 

privilege under this Agreement or the documents referred to in this Agreement will operate as a 

waiver of such right, power, or privilege, and no single or partial exercise of any such right, 

power, or privilege will preclude any other or further exercise of such right, power, or privilege 

or the exercise of any other right, power, or privilege. To the maxiirium extent permitted by 

applicable Law, (a) no claim or right arising out of this Agreement or the documents referred to 

in this Agreement can be discharged by one Party, in whole or in part, by a waiver or 

renunciation of the claim or right unless in writing signed by each other Party; (b) no waiver that 

may be given by a Party will be applicable except in the specific instance for which it is given; 

and (c) no notice to or demand on one Party will be deemed to be a waiver of any obligatio11 of 

such Party or of the right of the Party giving such notice or demand to take further action withotit 

notice or demand as provided in this Agreement or the documents referred to in this Agreement. 

Section 6.03 Entire Agreement; Amendment; Etc. 

This Agreement and the Ancillary Agreements, including the Schedules, 

Exhibits, documelits, certificates and iristruments referred to herein or therein, embody the entire 

agreement and understanding of the Parties hereto in respect of the transactions contemplated by 

this Agreement. There are no restrictions, promises, representations, warranties, covenants or 

undertakings, other than those expressly set forth or referred to herein or therein. This Agreement 

supersedes all prior or contemporaneous agreements, understandings or statements or agreements 

between the Parties, whether written or oral, with respect to the transactions contemplated 

hereby. Each Party acknowledges and agrees that no employee, officer, agent or representative of 

the other Party has the authority to make any representations, statements or promises in addition 

to or in any way different than those contained in this Agreement and the Ancillary Agreements, 

and that it is not entering into this Agreement or the Ancillary Agreements in reliance upon any 

reliance upon an representation, statement or promise of the other Party except as expressly 

stated herein or therein. 

(a) 

(b) This Agreement may not be amended, supplemented, terminated or 

otherwise modified except by a written agreement executed by Transferor and Transferee. 
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(c) This Agreenient shall be binding upon and inure solely to the benefit of 

each Party hereto and nothing in this Agreement, express or implied, is intended to or shall 

confer upoii any other Person any right, benefit or remedy of any nature whatsoever under or by 

reason of this Agreement. 

Section 6.04 Assip;nment. This Agreement and all the of the provisions hereof shall be 

binding upon and inure to the benefit of the Parties hereto and their respective successors and 

permitted assigns, but neither this Agreement nor any of the rights, interests or obligations 

hereunder may be assigned by, on the oiie hand, Transferor, and on the other hand, Transferee, in 

whole or in part (whether by operation of law or otherwise), without the prior written consent of 

the other Party, and any attempt to make any such assignment without such consent will be null 

aiid void. Notwithstanding the foregoing, Transferor or Transferee inay assign or otherwise 

transfer its rights hereunder and under any Ancillary Agreement to any bank, financial institution 

or other lender providing financing to Transferor or Transferee, as applicable, as collateral 

security for such financing; provided, however, that no such assignment shall (i) impair or 

materially delay the consummation of the transactions contemplated hereby or (ii) relieve or 

discharge Transferor or Transferee, as the case may be, from any of its obligations hereunder and 

thereunder. 

Section 6.05 Severability. If any term or other provision of this Agreement is invalid, 

illegal or incapable of being enforced by any law or public policy, all other terms and provisions 

of this Agreement will nevertheless remain in full force and effect so long as the economic or 

legal substance of the transactions contemplated hereby is not affected in any manner materially 

adverse to any party hereto. Upon such determination that any term or other provision is invalid, 

illegal or incapable of being enforced, the Parties will negotiate in good faith to modify this 

Agreement so as to effect the original intent of the Parties as closely as possible in an acceptable 

maiiner in order that the transactions contemplated hereby are consummated as originally 

contemplated to the greatest extent possible. 

Section 6.06 Governing Law. This Agreement, the construction of this Agreement, all 

rights and obligations between the Parties to this Agreement, and any and all claims arising out 

of or relating to the subject matter of this Agreement (including all tort and contract claims) will 
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be governed by and construed iii accordance with the laws of the state of Ohio, without giving 

effect to choice of law principles thereof. 

Section 6.07 Counterparts: Facsimile Execution. This Agreement may be executed in 

one or more counterparts, all of which will be considered one and the same agreement and will 

become effective when one or more counterparts have been signed by each of the Parties and 

delivered to each other Party, it being understood that the Parties need not sign the same 

counterpart. This Agreement may be executed by facsimile signature(s) or signatures in portable 

document format, 

Section 6.08 Schedules. 

hereby are specifically made a part of this Agreement. 

The Schedules to this Agreement are intended to be and 

Section 6.09 Specific Performance. The Parties hereto agree that irreparable damage 

would occur in the event any of the provisions of this Agreement were not to be performed in 

accordance with the terms hereof and that the Parties will be entitled to specific performance of 

the terms hereof in addition to any other remedies at law or in equity. 

Signatures appear on following page 
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TN WITNESS W EREOF, each of the Parties has caused this Asset Contribution 

Agreement to be executed on its behalf by its respective officer thereunto duly authorized, all as 

of the day and year first above written. 

AEP GENERATION RESOURCES INC. 

By : 
Name: 
Title: 

[NEWCO APPALACHIAN] 

By : 
Name: 
Title: 

s- 1 
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ASSET CONT IBUTION AGREEMENT 

BETWEEN 

AEP GENERATION RESOURCES INC. 

AND 

[NEWCO KENTUCKY] 

Dated as of 9 201- 
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This Asset Contribution Agreement (this "Agreemeiit"), dated as of 201-, is 

between AEP Generation esources Inc., a Delaware corporation ("Transferor"), and 

[NEWCO Kentucky] a corporation ("Transferee"). Collectively, Transferee 

and Transferor may be referred to herein as the "Parties" and each, individually, as a "Party." 

W I T N E S S E T H  

WHEREAS, Transferor owns the Mitchell Power Generation Facility in  Moundsville, 

West Virginia which is comprised of two 800 MW generating units and associated plant, 

equipment and facilities and certain other assets, iinprovenients, properties (both tangible, 

including real and personal property, and intangible), and rights associated therewith or ancillary 

thereto, all as more specifically described in Schedule 1.01 (the "Mitchell Plant"). 

WHEREAS, Transferor desires to transfer and assign to Transferee, and Transferee 

desires to acquire and assume from Transferor, the Transferred Assets (as hereinafter defined) 

and certain liabilities, upon the terins and conditions hereinafter set forth; 

WHEREAS, Transferor and Transferee intend that the transfer of the Transferred Assets 

conteniplated herein qualify as contributions to capital under Section 3.5 1 of the Internal Revenue 

Code of 1986, as amended; and 

EREAS, Transferor directly owns all of the outstanding capital stock of Transferee. 

NOW, THEREFORE, in consideration of the premises and the mutual covenants, 

agreements, representations and warranties hereinafter set forth, the Parties, intending to be 

legally bound, hereby agree as follows: 

ARTICLE I 

DEFINITIONS 

Section 1.01 Definitions. 

(a) As used in this Agreement, the following terms have the following 

meanings: 
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"Affiliate" means a Person that directly or indirectly through one or more intermediaries, 

controls, or is controlled by, or is under common control with, the Person specified. The term 

"control" (including the terms "controlling," "controlled by" and "under common control with") 

means the possession, direct or indirect, of the power to direct or cause the direction of the 

nianagenient and policies of a Person, whether through the ownership of voting secitrities, by 

contract or otherwise. 

"Ancillarv Agreements" means the Assumption Agreement, the Asset Transfer 

Agreement, the Deeds, the Assignment of Easements and Rights of Way, the Assignment of Real 

Property Leases, the Assignment of Contracts and any other agreements or iiistruinents entered 

into between the Parties with respect to the transactions conteinplated by this Agreement. 

"Asset Transfer Agreement" means the Asset Transfer Agreement to be executed aiid 

delivered at Closing by Transferor to Transferee in substantially the form attached hereto as 

Exhibit E. 

"Assignment of Contracts" means the Assignment of Contracts agreement to be entered 

into between Transferor and Transferee at Closing, in substantially the form attached hereto as 

Exhibit A. 

"Assignment of Easements and Rights of Wav" means the Assignments of Easements 

and Rights of Way agreements to be entered into by Transferor and Transferee at Closing, in 

substantially the form attached hereto as Exhibit B. 

"Assignment of Real Property Leases" means the Assigiiinent of Real Property Leases 

agreements to be entered into by Transferor and Transferee at Closing, in substantially the form 

attached hereto as Exhibit C. 

"Assumed Liabilities" has the meaning set forth in Section 2.03. 

"Assumed Pavables" means a certain amount of those payables owed by Transferor 

with respect to the Transferred Assets, as set forth in Schedule 1.02. 

"Assumption Agreement" means the Assumption Agreement to be entered by 

Transferor and Transferee at Closing, iii substantially the form attached hereto as Exhibit D. 

"Business Dav" means a day other than a Saturday, Sunday or day on which banks are 

permitted or required to remain closed in the state of Ohio. 

"CERCLA" means the Comprehensive Environmental Response, Compensation, and 

Liability Act of 1980, as amended from time to time. 
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"Closing" has the meaning set forth in Section 3.03. 

"Closing Date" has the meaning set forth in Section 3.03. 

"Contracts" has the meaning set forth in Section 4.01(i). 

"CWIP" has the meaning set forth in the definition of "Improvements." 

"Debt" - means the long-term and short-term debt owed by Transferor as described in 

Schedule 1.03. 

"Deeds" means those certain deeds to be executed and delivered at Closing by 

Transferor to Transferee. 

"Deferred Tax Assets" means the Transferor's deferred tax assets relating to the 

Transferred Assets or any assumed Liability that is carried on its books. 

"Deferred Tax Liabilitv" means the Transferor's deferred tax liability relating to the 

Transferred Assets or any assumed Liability that is carried on its books. 

"Easements and Rights of Wav" means the easements and rights of way as described in 

Schedule 1.04. 

"Effective Time" has the meaning set forth in Section 3.03. 

"Emissions Allowances'' means all authorizations issued to Transferor by a 

Governmental Authority pursuant to a statutory or regulatory program promulgated by a 

Governmental Authority pursuant to which air emissions sources subject to the program are 

authorized to emit a prescribed quantity of air emissions. 

"Encumbrance" means any security interest, pledge, mortgage, lien, charge, option to 

purchase, lease, claim, restriction, covenant, title defect, hypothecation, assignment, deposit 

arrangement or other encumbrance of any kind or any preference, priority or other security 

agreement or preferential arrangement of any kind or nature whatsoever (including any 

conditional sale or title retention agreement). 

"Environmental Condition" means the presence or Release to the environment, 

whether at the Real Property or otherwise, of Hazardous Substances, including any migration of 

Hazardous Substances through air, soil or groundwater at, to or from the Real Property or at, to 

or from any Off-Site L,ocation, regardless of when such presence or Release occurred or is 

discovered. 

"Environmental Laws" means all (i) Laws relating to pollution or protection of the 

environment, natural resources or human health and safety, including Laws relating to Releases 
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or threatened Releases of Hazardous Substances or otherwise relating to the manufacture, 

formulation, generation, processing, distribution, use, treatment, storage, Release, transport, 

remediation, abatement, cleanup or handling of Hazardous Substances; (ii) Laws with regard to 

recordlteeping, notification, disclosure and reporting requirements respecting Hazardous 

Substances; and (iii) Laws relating to the management or use of natural resources. 

"Environmental Perniits" has the meaning set forth in Section 4.01 (g). 

"Excluded Liabilities" has the meaning set forth in Section 2.04. 

"FERC" means the Federal Energy Regulatory Commission. 

"Franklin Real Property'' means that certain real property held by Frariltlin Real Estate 

Company, a wholly owned subsidiary of the Parent, as agent for and for the benefit of 

Transferor's electric generation assets as more specifically described in Schedule 1 .OS.  

"Generation Transmission Assets'' has the meaning set forth in Section 2.01 (p). 

"Good Utility Practice" means any of the practices, methods and acts engaged in or 

approved by a significant portion of the electric utility industry during the relevant time period, 

or any of the practices, methods or acts which, in the exercise of reasonable judgment in light of 

the facts known at the time the decision was made, could have been expected to accomplish the 

desired result at a reasonable cost consistent with good business practices, reliability, safety and 

expedition. 

"Governmental Authority" means any: (i) nation, state, county, city, town, village, 

district, or other jurisdiction of any nature; (ii) federal, state, local, municipal, foreign, or other 

government; (iii) governmental or quasi-governmental authority of any nature (including any 

goveriirnental agency, branch, department, official, or entity and any court or other tribunal); (iv) 

multi-national organization or body; or (v) body exercising, or entitled to exercise, any 

administrative, executive, judicial, legislative, police, regulatory, or taxiiig authority or power of 

any nature. 

"Hazardous Substances" means (i) any petrochemical or petroleum products, oil or coal 

ash, radioactive materials, radon gas, asbestos in any form that is or could become friable, urea 

formaldehyde foam insulation and transformers or other equipment that contain dielectric fluid 

which may contain levels of polychlorinated biphenyls; (ii) any chemicals, materials or 

substances defined as or included in the definition of "hazardous substances," ''hazardous 

wastes," "hazardous materials," "hazardous constituents," "restricted hazardous materials," 

4 



Form of Asset Contribution Agreement 

"extremely hazardous substances," "toxic substances," "Contaminants," "pollutants," "toxic 

pollutants," or words of similar meaning and regulatory effect under any applicable 

Environmental Law; and (iii) any other chemical, material or substance, exposure to which is 

prohibited, limited or regulated by any applicable Environmental Law. 

"Improvements" means all buildings, structures, machinery and equipment (including 

all fuel handling and storage facilities), fixtures, construction work in progress ("CWP"), and 

other improvements, including all piping, cables and similar equipment forming part of the 

mechanical, electrical, plumbing or HVAC infrastructure of any building, structure or 

equipment, located on and affixed to the Real Property, the Ideased Real Property and the 

Easements and Rights of Way. 

"Intellectual Property'' means all of the following and similar intangible property and 

related proprietary rights, interests and protections, however arising, (i) all software necessary to 

operate or maintain the Transferred Assets, (ii) confidential information, formulas, designs, 

devices, technology, Itnow-how, research and development, inventions, methods, processes, 

compositions and other trade secrets, whether or not patentable and (iii) patented and patentable 

designs and inventions, all design, plant and utility patents, letters patent, utility models, pending 

patent applications and provisional applications and all issuances, divisions, continuations, 

continuations-in-part, reissues, extensions, reexaminations and renewals of such patents and 

applications. 

"Inventories" means (i) all inventories of fuels and consuniables owned by Transferor 

for use at the Mitchell Plant, whether located on Real Property, Leased Real Property or the 

Easements and Rights of Way associated with the Mitchell Plant or in transit thereto or stored 

offsite and (ii) all materials and supplies, including without limitation, spare parts, owned by 

Transferor for use at or in  connection with the Mitchell Plant. 

"Knowledge" means the actual and current knowledge of the corporate officer or 

officers of the specified Person charged with responsibility for the particular function as of the 

date of this Agreement, or, with respect to any certificate delivered pursuant to this Agreement, 

the date of delivery of the certificate, without any implication of verification or investigation 

concerning such knowledge. 

"Laws" - means all laws, statutes, rules, regulations, ordinances and other 

pronouncements having the effect of law of the United States, any foreign country and any 
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domestic or foreign state, county, city or other political subdivision or of any Governmental 

Authority . 
"Leased Real Property" has the nieaning set forth in Section 4.01(e)(i). 

"Liabilitv" means any liability or obligation, whether known or unknown, whether 

asserted or not asserted, whether absolute or contingent, whether accrued or not accrued, whether 

liquidated or not liquidated, whether incurred or consequential, and whether due or to become 

due. 

"Material Adverse Effect'' means (i) any event, circumstance or condition materially 

impairing the ability of Transferor to perform its obligations under this Agreement or any 

Ancillary Agreeineiit or (ii) any change in or effect on Transferor or the Transferred Assets that 

is materially adverse to the Transferred Assets, other than (a) any change resulting from changes 

in the international, national, regional or local wholesale or retail markets for electricity, (b) any 

change resulting from changes in the international, national, regioiial or local markets for fuel or 

consumables used at the Mitchell Plant, (c) any change resulting from changes in the Noi-th 

American, national, regional or local electric transmission system, and (d) any change in Law 

generally applicable to similarly situated Persons. 

"Mitchell Plant" has the meaning set forth in the first Recital. 

"Net Book Value" means an amount in dollars, as reflected in the corresponding line 

item or items of the balance sheet of Transferor as of the applicable date for all Transfei7-ed 

Assets and all Assumed Liabilities. With respect to the Transferred Assets, Net Book Value is 

equal to total Transfei-red Assets net of accumulated depreciation or amortization as appropriate. 

"Off-Site Location" ineans any real property other than the Real Property, the L,eased 

Real Property or real property covered by the Easements and Rights of Way. 

"Organizational Documents" means (i) the articles or certificate of incorporation and 

the bylaws of a corporation; (ii) the limited liability company or operating agreement and 

certificate of formation of a limited liability company; (iii) the partnership agreement and any 

statement of partnership of a general partnership; (iv) the limited partnership agreement and the 

Certificate of limited partnership of a limited partnership; (v) any charter or siiiiilar document 

adopted or filed in connection with the creation, formation, or organization of a Persoii and (vi) 

any amendment to any of the foregoing. 

"Parent" means American Electric Power Company, Inc. 
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"Partv" has the meaning set forth in the first paragraph of this Agreement. 

"Permits" has the meaning set forth in Section 4.01(k). 

"Permitted Encumbrances" means: (i) mechanics', carriers', workmen's, repairmen's 

or other like Encumbrances arising or incurred in the ordinary course of business that would not, 

individually or in the aggregate, reasonably be expected to have a Material Adverse Effect, (ii) 

Encumbrances for Taxes not yet due or which are being contested in good faith by appropriate 

proceedings and that would not, individually or in the aggregate, reasonably be expected to have 

a Material Adverse Effect; (iii) imperfections of title or encumbrances, if any, that, individually 

or in the aggregate, do not materially impair, and would not reasonably be expected to have a 

Material Adverse Effect; (iv) leases, subleases and similar agreements, and liens of any landlord 

or other third party on property over which Sellers have easement rights or on any Leased Real 

Property and subordination or similar agreements relating thereto; (v) leases, mineral 

reservations and conveyances, easements, covenants, rights-of-way and other similar restrictions 

of record; (vi) any conditions that niay be shown by a current, accurate survey or physical 

inspection of the Real Property or the Leased Real Property made prior to the Closing; (vii) 

zoning, planning, conservation restriction and other land use and environmental regulations by 

Governmental Authorities; (viii) the respective rights and obligations of the Parties under this 

Agreement and the Ancillary Agreements; (ix) Encumbrances resulting from legal proceedings 

being contested in good faith by appropriate proceedings that would not, individually or in the 

aggregate, reasonably be expected to have a Material Adverse Effect; and (x) other 

Encumbrances that would not, individually or in the aggregate, reasonably be expected to have a 

Material Adverse Effect. 

"Person" means any individual, corporation (including any non-profit corporation), 

general or limited partnership, limited liability company, joint venture, estate, trust, association, 

organization, labor union, or other entity or Governmental Authority. 

"Real Property" has the meaning set forth in Section 2.01(b). 

"Real Property Leases" has the meaning set forth in Section 4.01(e)(i). 

"Release" means any release, spill, leak, discharge, disposal of, pumping, pouring, 

emitting, emptying, injecting, leaching, dumping or allowing to escape into or through the 

environment. 
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''Tax'' - means all federal, state, local and foreign taxes, charges, fees, levies, imposts, 

duties or other assessments, including, without limitation, income, gross receipts, excise, 

employment, sales, use, transfer, license, payroll, franchise, severance, stamp, occupation, 

windfall profits, environmental (including taxes under Code Section 59A), premium, federal 

highway use, commercial rent, customs duties, capital stock, paid up capital, profits, 

withholding, social security, single business and unemployment, disability, real property, 

personal property, registration, ad valorem, value added, alternative or add-on minimum, 

estimated, or other tax or governmental fee of any kind whatsoever, imposed or required to be 

withheld by any Governmental Authority, including any interest, penalties or additions thereto, 

whether disputed or not. 

"Transferee" has the meaning set in the first paragraph of this Agreement. 

"Transferor" has the meaning set forth in the first paragraph of this Agreement. 

"Transferred Assets" has the meaning set forth in Section 2.01. 

(b) 

otherwise requires: 

Interpretation. In this Agreement, unless otherwise specified or where the context 

(i) a reference, without more, to a recital is to the relevant recital to this 

Agreement, to an Article or Section is to the relevant Article or Section of this Agreement, and to 

a Schedule or Exhibit is to the relevant Schedule or Exhibit to this Agreement; 

words importing any gender shall include other genders; 

words importing the singular only shall include the plural and vice versa; 

the words "include," "includes" or "including" shall be deemed to be 

(ii) 

(iii) 

(iv) 

followed by the words "without limitation;" 

(v) reference to any agreement, document or instrument means such 

agreement, document or instrument as amended or modified and in effect from time to time in 

accordance with the terms thereof; 

(vi) reference to any applicable Law means, if applicable, such Law as 

amended, modified, codified, replaced or reenacted, in whole or in part, and in effect from time 

to time, including rules and regulations promulgated thereunder; 

(vii) "ortt is used in the inclusive sense of "and/or"; 
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(viii) references to documents, iiistruiiients or agreements shall be deemed to 

refer as well to all addenda, exhibits, schedules or amendments thereto; 

(ix) the words "hereof," "herein" and "herewith" and words of similar import 

shall, unless otherwise stated, be construed to refer to this Agreement as a whole and not to any 

particular provisioii of this Agreement; and 

(x) references to any party hereto or any other agreement or document shall 

include such party's successors and permitted assigns, but, if applicable, oiily if such successors 

and assigns are not prohibited by this Agreement. 

ARTICLE 11 

TRANSFER OF ASSETS 

Section 2.01 Transfer of Assets. Upon the ternis and conditions set forth in this 

Agreement, at the Closing but effective as of the Effective Time, Transferor shall transfer, 

convey, assign and deliver to Transferee as a contribution to capital, and Transferee shall acquire 

and assume from Transferor as a contribution to capital, free and clear of all Encumbrances other 

than Permitted Encumbrances, an undivided fifty percent (50%) ownership interest in and to the 

following described assets (the "Transferred Assets"): 

(a) the Mitchell Plant; 

(b) the real property (including the Improvements) described in Schedule 

2.01(b) (and together with the Franklin Real Property, the "Real Property"); 

the Real Property Leases(inc1uding the Improvements) ; 

the Easements and Rights of Way (including the Iiiiprovements); 

all Inventories; 

the Contracts; 

the Permits; 

the Environmental Permits; 

the Intellectual Property; 

the Emissions Allowances; 
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(k) the Deferred Tax Assets; 

(1) all vehicles, equipment, machinery, furniture and other tangible personal 

property used in connection with the Mitchell Plant or located on or at the Real Property, the 

L,eased Real Property and the Easements and Rights of Way, a partial list of which is described 

011 Schedule 2.01(1); 

(m) the other assets described in Schedule 2.01(m); 

(n) all unexpired, transferable warranties and guarantees from manufacturers, 

vendors and other third parties with respect to any Improvement or item of real or tangible 

personal property constituting part of the Transferred Assets; 

(0) all books, purchase orders, operating records, operating, safety and 

maintenance manuals, engineering design plans, blueprints and as-built plans, specifications, 

procedures, studies, reports, equipment repair, safety, maintenance or service records, and 

similar items (subject to the right of Transferor to retain copies of same for its use), other than 

such items that are proprietary to third parties and accounting records (to the extent that any of 

the foregoing is contained in an electronic format, Transferor shall reasonably cooperate with 

Transferee to transfer such items to Transferee in a format that is reasonably acceptable to 

Transferee) ; 

(p) the electrical transmission facilities associated with the Mitchell Plant 

located at or forming part of the Mitchell Plant, including all energized switchyard facilities on 

the generation asset side of the appropriate interconnectioii points and real property directly 

associated therewith, all substation facilities and support equipment, as well as all permits, 

contracts and warranties related thereto, including those certain assets and facilities specifically 

identified on Schedule 2.01 (p) (the "Generation Transmission Assets"); 

(9) without limitation of any of the foregoing, Transferor is transferring to 

Transferee an undivided fifty percent (50%) ownership interest in and to all Mitchell Plant power 

generation function equipment including, but not limited to, generation step-up transformers, 

turbine-generators, plant power distribution equipment such unit auxiliary transformers, forced 

draft fans, coal handling facilities, precipitator facilities, and protection and control equipment 

and systems that are associated with the Mitchell Plant; 
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(r) the rights of Transferor in and to any causes of action against third parties 

relating to the Transferred Assets or any part thereof, including any claim for refunds (but 

excluding any refund, credit, penalty, payment, adjustment or reconciliation related to Taxes paid 

or due for periods ending prior to the Effective Time in respect of the Transferred Assets, 

whether such refund, credit, penalty, payment, adjustment or reconciliation is received as a 

payment or, subject to Section 3.02, as a credit against future Taxes payable), prepayments, 

offsets, recoupment, insurance proceeds, coiidemiiation awards, ,judgments and the like, whether 

received as a payment or credit against future liabilities, relating specifically to Transferred 

Assets and relating to any period ending prior to, on or after the Effective Time; 

(s) the rights of Transferor in, to and under all contracts, agreements, 

arrangements, permits or licenses of any nature and related to the Transferred Assets, which are 

not expressly excluded pursuant to Section 2.02 and of which the obligations of Transferor 

thereunder are not expressly excluded by Transferee pursuant to Sectioii 2.04; and 

(t) to the extent not otherwise described in this Section 2.01, all other assets 

and property, whether real or personal, tangible or intangible, that are associated with or used in 

connection with ownership and operation of the Mitchell Plant. 

Section 2.02 Excluded Assets. Notwithstanding anything to the contrary contained in 

Section 2.01 or elsewhere in this Agreement, nothing in this Agreement shall constitute or be 

construed as conferring on Transferee, and Transferee is not acquiring, any right, title or interest 

in arid to any properties, assets, business, operation, or division of Transferor or any of its 

Affiliates (other than Transferee) not expressly set forth in Section 2.01. 

Section 2.03 Assumed Liabilities. On the Closing Date, Transferee shall execute and 

deliver the Assumption Agreement, pursuant to which, among other things, Transferee shall 

assume all Liabilities described therein and, in addition, Transferee shall assume fifty percent 

(50%) of the following Liabilities (collectively, the "Assumed Liabilities"): 

(a) on the terms and subject to the conditions set forth in this Agreement, at 

the Closing, Transferee shall assume and become responsible for, and shall thereafter pay, 

perform and discharge as and when due the Liabilities arising under or related to the Transferred 

Assets whether arising from, or relating to, periods prior to, on or after the Effective Time; 
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(b) all Liability of Transferor with respect to the Assumed Payables; 

(c) all Liability of Transferor with respect to the Debt to the extent relating to 

periods of time after the Effective Time; 

(d) all Liability of Traiisferor with respect to the Deferred Tax Liability; and 

(e) all Liability of the Transferor with respect to the property Taxes related to 

the Transferred Assets. 

2.04 Excluded Liabilities. Notwithstanding the foregoing provisions of Section 2.03, 

Transferee shall not assume by virtue of this Agreement, the Assumption Agreement or any 

other Ancillary Agreement, or the transactions contemplated hereby or thereby, or otherwise, and 

shall have no liability for any of the followiiig Liabilities or any Liability of Transferor that is not 

related to the Transferred Assets (the "Excluded Liabilities"): 

(a) any Liabilities of Transferor in respect of any assets of Transferor that are 

not Transferred Assets; 

(b) any Liabilities in respect of Transferor's current income Taxes and any 

other Taxes not otherwise assumed pursuant to Section 2.03(d) and (e); 

(c) any fines and penalties imposed by any Governmental Authority resulting 

froin any act or omission by Transferor and not related to the Transferred Assets; and 

(d) any Liability of Transferor arising as a result of its execution and delivery 

of this Agreement or any Ancillary Agreement, the performance of its obligations hereunder or 

thereunder, or the consummation by Transferor of the transactions contemplated hereby or 

thereby. 

ARTICLE 111 

ASSET TRANSFER; CLOSING 

Section 3.01 Asset Transfer. Transferor shall transfer to Transferee an undivided fifty 

percent (50%) ownership interest in and to the Transferred Assets at Net Book Value as of the 

Effective Time. In the event that final amounts for the Net Book Value of the Transferred Assets 

are not available on the Closing Date, the final Net Book Value of the Transferred Assets shall 

be determined and agreed to by Transferee and Transferor within ninety (90) days after the 
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Closiiig Date. Transferor and Transferee agree to furnish each other with such documents and 

other records as may be reasonably requested in order to confirm the final Net Book Value of the 

Transferred Assets. 

Section 3.02 Proration. 

(a) Transferee and Transferor agree that all of the items normally prorated, 

including those listed below, relating to the business and operation of the Transferred Assets 

shall be prorated as of the Effective Time, with Transferor liable to the extent such items relate to 

any time period through the Effective Time, and Transferee liable to the extent such items relate 

to periods subsequent to the Effective Time: 

(i) personal property, real estate, occupancy and any other Taxes, 

assessments and other charges, if any, on or with respect to the business and operation of 

the Transferred Assets. Provided, however, that the Parties shall not prorate any Taxes, 

assessments or charges relating to the Transferred Assets that are to be assumed by 

Transferee pursuant to Section 2.03; 

(ii) rent, Taxes and other items payable by or to Transferor under any 

of the Contracts to be assigned to and assumed by the Transferee hereunder; and 

(iii) sewer rents and charges for water, telephone, electricity and other 

utilities. 

(b) In connection with such proration, in the event that actual figures are not 

available at the Closing Date, the proration shall be based upon the actual amount of such Taxes 

or fees for the preceding year (or appropriate period) for which actual Taxes or fees are available 

and such Taxes or fees shall be re-prorated upon request of either the Transferor or the 

Transferee made within ninety (90) days after the date that the actual amounts become available. 

Transferor and Transferee agree to furnish each other with such documents and other records as 

may be reasonably requested in order to confirm all adjustment and proration calculations made 

pursuant to this Section 3.02. 

Section 3.03 Closing. The transfer, assignment, conveyance and delivery of the 

Transferred Assets, and the consummation of the other transactions contemplated by this 

Agreement, shall take place at a closing (the "Closing") to be held at the offices of American 
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Electric Power, I Riverside Plaza, Columbus, Ohio 43204 at a time mutually acceptable to the 

Parties on the date of the execution and delivery of this Agreement by each of the Parties (the 

"Closing Date"). The Closing shall be effective for all purposes as of [ 1 (the 

"Effective Time"). 

Section 3.04 Closing Deliveries. 

(a) 
Transferee the following items: 

At the Closing, Transferor will deliver, or cause to be delivered, to 

(i) possession of the Transferred Assets; 

(ii) an original of each of the Deeds, duly executed and acknowledged 

by Transferor; 

(iii) an original of the Asset Transfer Agreement duly executed by 

Transferor; 

(iv) an original of the Assumption Agreement duly executed by 

Transferor; 

(v) an original of each Assignment of Easements and Rights of Way 

duly executed by Transferor; 

(vi) an original of each Assignment of Real Property Leases duly 

executed by Transferor; 

(vii) an original of the Assignment of Contracts duly executed by 

Transferor; and 

(viii) such other documents as are contemplated by this Agreement or as 

the Transferee may reasonably request to carry out the purposes of this Agreement. 

(b) At the Closing, Transferee will deliver, or cause to be delivered, to 

Transferor the following items: 

(i) an original of the Asset Transfer Agreement duly executed by 
Transferee; 

(ii) an original of the Assumption Agreement duly executed by 

Transferee; 
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(iii) an original of each Assignment of Easements and Rights of Way 

duly executed by Transferee; 

(iv) an original of each Assignment of Real Property L,eases duly 

executed by Transferee; 

(v) an original of the Assignment of Contracts duly executed by 

Transferee; and 

(vi) such other documents as are contemplated by this Agreement or as 

the Transferor may reasonably request, including vehicle titles, to consummate the 

transactions contemplated hereby. 

ARTICLE TV 
REPRESENTATIONS AND WARRANTIES 

Section 4.01 Representatioiis and Warranties of Transferor. Transferor represents and 

warrants to Transferee as follows: 

(a) Organization and Good Standing; Qualification. Transferor is a 

corporation duly formed, validly existing and in good standing under the laws of the state of 

Delaware. Transferor has all requisite power and authority to own, lease or operate the 

Transferred Assets and to carry on its business as it is now being conducted. 

(b) Authority and Enforceability. Transferor has full power and authority to 

execute and deliver, and carry out its obligations under, this Agreement and each Ancillary 

Agreement to which it is a party and to consummate the transactions contemplated hereby and 

thereby. The execution, delivery and performance by Transferor of this Agreement and each 

Ancillary Agreement to which it is a party, and the consummation of the transactions 

contemplated hereby and thereby, have been duly and validly authorized by all necessary action 

on the part of Transferor. Assuming the due authorization, execution and delivery of this 

Agreement and each Ancillary Agreement to which it is a party by Transferee, this Agreement 

and each such Ancillary Agreement constitutes a legal, valid and binding obligation of 

Transferor, enforceable against it in accordance with its terms, except as such enforceability may 

be limited by applicable bankruptcy, insolvency and other similar laws affecting the rights and 

remedies of creditors generally and by general principles of equity. 
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(c) No Violation; Consents and Approvals. 

(i) Neither the execution, delivery and performance by Transferor of 

this Agreement aiid each Ancillary Agreement to which it is a party, nor the 

coiisuiiimation by Transferor of the transactions contemplated hereby and thereby, will (i) 

conflict with or result in any breach of any provision of the Organizational Docuineiits of 

Transferor; (ii) result in a default (or give rise to any right of termination, cancellatioil or 

acceleration), or require a consent, under any of the terms, conditions or provisions of 

any note, bond, mortgage, indenture, material agreement or other instruinelit or obligation 

to which Transferor is a party or by which it or any of the Transferred Assets may be 

bound, except for any such defaults or consents (or rights of termination, caiicellation or 

acceleration) as to which requisite waivers or consents have been obtained or which 

would not, individually or in the aggregate, reasonably be expected to have a Material 

Adverse Effect; or (iii) constitute a violation of any law, regulation, order, judgment or 

decree applicable to Transferor, except for any such violations as would not, individually 

or in the aggregate, reasonably be expected to have a Material Adverse Effect. 

(ii) Traiisferor has obtained all consents and approvals from each 

Governmental Authority necessary for the execution, delivery and performaiice of this 

Agreement by Transferor or of any Ancillary Agreement to which Transferor is a party, 

or the consummation by Transferor of the transactions conternplated hereby and thereby, 

other than such consents and approvals which, if not obtained or made, would not, 

individually or in the aggregate, reasonably be expected to have a Material Adverse 

Effect. 

(d) Insurance. All material policies of property, liability, workers' 

compensation and other forms of insurance owned or held by, or on behalf of, Transferor and 

insuring the Transferred Assets are in full force and effect, all premiums with respect thereto 

covering all periods up to and including the date hereof have been paid (other than retroactive 

premiums), and no notice of cancellation or termination has been received with respect to any 

such policy which was not replaced on substantially siinilar terns prior to the date of such 

cancellation. 

(e) Leased Real Property. 
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(i) Schedule 4.01(e) sets forth a description of each lease of real 

property held by Transferor (the "Real Property Leases") and the real property covered 

thereby (the "Leased Real Property") that is to be transferred as contemplated herein by 

Transferor to Transferee. 

(ii) Each Real Property Lease (a) constitutes a legal, valid and binding 

obligation of Transferor and, to Transferor's Glowledge, constitutes a valid and binding 

obligation of the other parties thereto and (b) is in full force and effect and Transferor has 

not delivered or received any written notice of termination thereunder. 

(iii) There is not under any Real Property Lease any default or event 

which, with notice or lapse of time or both, (a) would constitute a default by Transferor 

or, to Transferor's Knowledge, any other party thereto, (b) would constitute a default by 

Transferor or, to Transferor's Knowledge, any other party thereto which would give rise 

to an automatic termination, or the right of discretionary termination, thereof, or (c) 

would cause the acceleration of any of Transferor's obligations thereunder or result in the 

creation of any Encumbrance (other than any Permitted Encumbrance) on any of the 

Transferred Assets. There are no claims, actions, proceedings or investigations pending 

or, to the Knowledge of Transferor, threatened against Transferor or any other party to 

any Real Property L,ease before any Governmental Authority or body acting in an 

adjudicative capacity relating in any way to any Real Property Lease or the subject matter 

thereof. Transferor has no Knowledge of any defense, offset or counterclaim arising 

under any Real Property L,ease. 

(0 Title: Condition of Assets. 

(i) Sub,ject to Permitted Encumbrances, Transferor holds title to the 

Real Property and the Easements and Rights of Way and has good and valid title thereto 

and to the other Transferred Assets that it purports to own or in which it has an interest, 

free and clear of all Encumbrances. 

(ii) The tangible assets (real and personal) at, related to, or used in 

connection with Mitchell Plant, taken as a whole, (a) are in good operating and usable 

condition and repair, free from any defects (except for ordinary wear and tear, in light of 

their respective ages and historical usages, and except for such defects as do not 
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materially interfere with the use thereof in the conduct of the norinal operation and 

maintenance of the Transferred Assets taken as a whole) and (b) have been inaintained 

consistent with Good Utility Practice. 

(g) Environmental Matters. Except as disclosed in Schedule 4.01 (g): 

(i) Transferor holds, and is in compliance with, all permits, 

certificates, certifications, licenses and other authorizations issued by Governmental 

Authorities under Environmental Laws that are required for Transferor to conduct the 

business and operations of the Transferred Assets (collectively, "Environinental 

Permits"), aiid Transferor is otherwise in compliance with all applicable Environmental 

Laws with respect to the business and operations of the Transferred Assets, except for 

any such failures to hold or comply with required Environinental Permits, or such failures 

to be in compliance with applicable Environmental Laws, as would not, individually or in 

the aggregate, reasonably be expected to have a Material Adverse Effect; 

(ii) Transferor has not received any written request for information, or 

been notified of any violation, or that it is a potentially responsible party, under CERCLA 

or any other Environmental Law for contamination or air emissions at the Mitchell Plant, 

the Real Property, the Leased Real Property or the real property covered by the 

Easements and Rights of Way except for any such requests or notices that would result in 

liabilities under such laws as would not, individually or in the aggregate, reasonably be 

expected to have a Material Adverse Effect, and there are no claims, actions, proceedings 

or investigations pending or, to the Knowledge of Transferor, threatened against 

Transferor before any Governmental Authority or body acting in an adjudicative capacity 

relating in any way to any Environmental Laws or against Transferor or Parent 

concerning containination or air emissions at the Mitchell Plant, the Real Property, the 

Leased Real Property or the real property covered by the Easements and Rights of Way; 

and 

(iii) there are no outstanding judgments, decrees or judicial orders 

relating to the Transferred Assets regarding compliance with any Environmental Law or 

to the investigation or cleanup of Hazardous Substances under any Environmental Law 

relating to the Transferred Assets, except for such outstanding judgments, decrees or 
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judicial orders as would not, individually or in the aggregate, reasonably be expected to 

have a Material Adverse Effect. 

(iv) Section I of Schedule 4.01(g) lists all material Environmental 

Perini ts. 

The representations and warranties made in this Section 4.01 (g) are the exclusive representations 

and warranties of Transferor relating to environniental matters. 

(h) Condemnation. There are no pending or, to the Knowledge of Transferor, 

threatened proceedings or governmental actions to condemn or take by power of eminent domain 

all or any part of the Transferred Assets. 

(i) Contracts and Leases. 

(i) Schedule 4.01 (i) lists all written contracts, agreements, licenses 

(other than Environmental Permits, Permits or Intellectual Property) or personal property 

leases of Transferor that are material to the business or operations of the Transferred 

Assets (the “Contracts”). 

(ii) Each Contract (a) constitutes a legal, valid and binding obligation 

of Transferor and, to Transferor’s Knowledge, constitutes a valid and binding obligation 

of the other parties thereto and (b) is in full force and effect and Transferor has not 

delivered or received any written notice of termination thereunder. 

(iii) There is not under any Contract any default or event which, with 

notice or lapse of time or both, (a) would constitute a default by Transferor or, to 

Transferor‘s Knowledge, any other party thereto, (b) would constitute a default by 

Transferor or, to Transferor’s Knowledge, any other party thereto which would give rise 

to an automatic termination, or the right of discretionary termination, thereof, or (c) 

would cause the acceleration of any of Transferor’s obligations thereunder or result in the 

creation of any Encumbrance (other than any Permitted Encumbrance) on any of the 

Transferred Assets. There are no claims, actions, proceedings or investigations pending 

or, to the Knowledge of Transferor, threatened against Transferor or any other party to 

any Contract before any Governmental Authority or body acting in an adjudicative 
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capacity relating in any way to any Contract or the subject matter thereof. Transferor has 

no Knowledge of any defense, offset or counterclaim arising under any Contract. 

(j) Legal Proceedings. Except as set forth on Schedule 4.01(j) there are no 

actions or proceedings pending or, to the Knowledge of Transferor, threatened against Transferor 

before any court, arbitrator or Governmental Authority, which, individually or in the aggregate, 

would reasonably be expected to have a Material Adverse Effect. Transferor is not sub,ject to 

any outstanding judgments, rules, orders, writs, in,junctions or decrees of any court, arbitrator or 

Governmental Authority that, individually or in the aggregate, would reasonably be expected to 

have a Material Adverse Effect. 

(k) Permits. 

(i) Transferor has all permits, licenses, franchises and other 

governmental authorizations, consents and approvals (other than Environmental Permits, 

which are addressed in Section 4.01(k)) necessary to own and operate the Transferred 

Assets (collectively, "Permits"), except where any failures to have such Permits would 

not, individually or in the aggregate, reasonably be expected to have a Material Adverse 

Effect. Transferor has not received any written notification that Transferor is in 

violation, nor does Transferor have Knowledge of any violations, of any such Permits, or 

any L,aw or judgment of any Government Authority applicable to Transferor with respect 

to the Transferred Assets, except for violations that would not, individually or in the 

aggregate, reasonably be expected to have a Material Adverse Effect. 

(ii) Section I1 of Schedule 4.01(k) lists all material Permits (other than 

Environmental Permits). 

(1) Taxes. To the Knowledge of Transferor, Transferor has filed all Tax 

Returns that are required to be filed by it with respect to any Tax relating to the Transferred 

Assets, and Transferor has paid all Taxes that have become due as indicated thereon, except 

where such Tax is being contested in good faith by appropriate proceedings, or where any 

failures to so file or pay would not, individually or in the aggregate, reasonably be expected to 

have a Material Adverse Effect. There are no Encumbrances for Taxes on the Transferred Assets 

that are not Permitted Encumbrances. 
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(m) Intellectual Property. Transferor has such ownership of or such rights by 

license or other agreement to use all Intellectual Property necessary to permit Transferor to 

conduct its business with respect to the Transferred Assets as currently conducted, except where 

any failures to have such ownership, license or right to use would not, individually or in the 

aggregate, reasonably be expected to have a Material Adverse Effect. Transferor is not, nor has 

Transferor received any notice that Transferor is, in default (or with the giving of notice or lapse 

of time or both, would be in default) under any contract to use such Intellectual Property, and 

there are no material restrictions on the transfer of any material contract, or any interest therein, 

held by Transferor in respect of such Intellectual Property. Transferor has not received notice 

that it is infringing any Intellectual Property of any other Person in connection with the operation 

or business of the Transferred Assets. 

(n) Compliance with Laws. Transferor is in compliance with all applicable 

Laws with respect to the ownership or operation of the Transferred Assets, except where any 

such failures to be in compliance would not, individually or in the aggregate, reasonably be 

expected to have a Material Adverse Effect. 

(0) Limitation of Representations and Warranties. EXCEPT FOR THE 

REPRESENTATIONS AND WARRANTIES SET FORTH IN THIS AGREEMENT AND 

IN ANY ANCILLARY AGREEMENT, TRANSFEROR IS NOT MAKING, AND 

HEREBY DISCLAIMS, ANY OTHER REPRESENTATIONS AND WARRANTIES, 

WRITTEN OR ORAL, STATUTORY, EXPRESS OR IMPLIED, CONCERNING 

TRANSFEROR OR THE TRANSFERRED ASSETS OR ANY PART THEREOF. 

Section 4.02 Representations and Warranties of Transferee. Transferee represents and 

warrants to Transferor as follows: 

(a) Oraanization and Good Standing. Transferee is a corporation duly 

formed, validly existing and in good standing under the laws of the state of and 

has all requisite power and authority to own, lease or operate its properties and to carry on its 

business as it is now being conducted. 

(b) Authority and Enforceability. Transferee has full power and authority to 

execute and deliver and carry out its obligations under this Agreement and each Ancillary 

Agreement to which it is a party, and to consummate the transactions contemplated hereby and 
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thereby. The execntion, delivery and performance by Transferee of this Agreement and each 

such Ancillary Agreement, and the consummation of the transactions contemplated hereby and 

thereby, have been duly and validly authorized by all necessary action by Transferee. Assuming 

the due authorization, executioii and delivery of this Agreement and each such Ancillary 

Agreement by the other party or parties thereto, each of this Agreement and each such Ancillary 

Agreement constitutes a legal, valid and binding obligation of Transferee, enforceable against 

Transferee in accordance with its terms, except as such enforceability may be limited by 

applicable banlauptcy, insolvency and other similar laws affecting the rights and remedies of 

creditors generally and by general principles of equity. 

(c) No Violation; Consents and Approvals. 

(i) Neither the execution, delivery and performance by Transferee of 

this Agreement and each Ancillary Agreement to which Transferee is a party, nor the 

consummation by Transferee of the transactions contemplated hereby and thereby, will 

(a) conflict with or result in any breach of any provision of the Organizational Documents 

of Transferee; (b) result in a default (or give rise to any right of termination, cancellation 

or acceleration), or require a consent, under any of the terms, conditions or provisions of 

any note, bond, mortgage, indenture, material agreement or other instrument or obligation 

to which Transferee is a party or by which any of their respective material properties or 

assets may be bound, except for any such defaults or consents (or rights of termination, 

cancellation or acceleration) as to which requisite waivers or consents have been obtained 

or which would not, individually or in the aggregate, reasonably be expected to have a 

material adverse effect on the ability of Transferee to perform its obligations under this 

Agreement and the Ancillary Agreements; or (c) constitute a violation of any law, 

regulation, order, judgment or decree applicable to Transferee, except for any such 

violations as would not, individually or in the aggregate, reasonably be expected to have 

a material adverse effect on the ability of Transferee to perform its obligations under this 

Agreement and the Ancillary Agreements. 

(ii) Transferee has obtained all consents and approvals from each 

Governmental Authority or other Person is necessary for the execution and delivery of 

this Agreement or any Ancillary Agreement by Transferee, or the consummation by 
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Transferee of the transactions contemplated hereby and thereby, except for any such 

consents and approvals which, if not obtained or made, would not, individually or in the 

aggregate, reasonably be expected to have a material adverse effect on the ability of 

Transferee to perform its obligations under this Agreement and the Ancillary 

Agreements. 

(d) Legal Proceedings. There are no actions or proceedings pending or, to the 

Knowledge of Transferee, threatened against Transferee before any court, arbitrator or 

Governmental Authority, which, individually or in the aggregate, would reasonably be expected 

to have a Material Adverse Effect on the ability of Transferee to perforni its obligations under 

this Agreement and the Ancillary Agreements. Transferee is not subject to any outstanding 

judgments, rules, orders, writs, injunctions or decrees of any court, arbitrator or Governmental 

Authority which, individually or in the aggregate, would reasonably be expected to have a 

material adverse effect on the ability of Transferee to perform its obligations under this 

Agreement and the Ancillary Agreements. 

ARTICLE V 

CERTAIN COVENANTS AND AGREEMENTS 

Section 5.01 Transfer Tax; Recording Costs. All transfer, use, stamp, sales and similar 

Taxes and recording costs incurred in connection with this Agreement and the transactions 

contemplated hereby shall be the sole responsibility of Transferee. 

Section 5.02 Further Assurances. 

(a) Subject to the terms and conditions of this Agreement, Transferor and 

Transferee shall use commercially reasonable efforts to take, or cause to be taken, all actions, 

and to do, or cause to be done, all things necessary, proper or advisable under applicable Laws to 

consurnmate and make effective the transfer of the Transferred Assets pursuant to this 

Agreement and the assumption of the Assumed Liabilities, including using commercially 

reasonable efforts with a view to obtaining all necessary consents, approvals and authorizations 

of, and making all required notices or filings with, third parties required to be obtained or made 

in order to consummate the transactions hereunder, including the transfer of the Environmental 

Permits and the Permits to Transferee. Neither Transferor, on the one hand, nor Transferee, on 

the other hand, shall, without prior written consent of the other, take or fail to take any action 
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which might reasonably be expected to prevent or materially impede, interfere with or delay the 

transactions contemplated by this Agreement. 

(b) In the event that any portion of the Transferred Assets shall not have been 

conveyed to Transferee at the Closing, Transferor shall, sub,ject to paragraphs (c) and (d) 

immediately below, convey such asset to Transferee as promptly as practicable after the Closing. 

(c) To the extent, if any, that Transferor's rights under any Contract, Real 

Property Leases or Easements and Rights of Way may not be assigned without the consent of 

any other party thereto, which consent has not been obtained by the Closing Date, this 

Agreement shall not constitute an agreement to assign the same if an attempted assignment 

would constitute a breach thereof or be unlawful. Transferor and Transferee agree that if any 

consent to an assignment of any Contract, Real Property Lease or Easement and Right of Way 

has not been obtained at the Closing Date, or if any attempted assignment would be ineffective 

or would impair Transferee's rights and obligations under the Contract, Real Property Lease or 

Easement and Right of Way in question, so that Transferee would not in effect acquire the 

benefit of all such rights and obligations, Transferor, at its option and to the maximum extent 

permitted by law and such Contract, Real Property Lease or Easement and Right of Way , shall, 

after the Closing Date, (i) appoint Transferee to be Transferor's agent with respect to such 

Contract, Real Property Lease or Easement and Right of Way or (ii) to the maximum extent 

permitted by law and such Contract, Real Property Lease or Easement and Right of Way, enter 

into such reasonable arrangements with Transferee or take such other commercially reasonable 

actions to provide Transferee with the same or substantially similar rights and obligations of such 

Contract, Real Property L,ease or Easement and Right of Way. From and after the Closing Date, 

Transferor and Transferee shall cooperate and use commercially reasonable efforts to obtain an 

assignment to Transferee of any such Contract, Real Property Lease or Easement and Right of 

Way. 

(d) To the extent that Transferor's rights under any warranty or guaranty 

described in Section 2.01(r) niay not be assigned without the consent of another Person, which 

consent has not been obtained by the Closing Date, this Agreement shall not constitute an 

agreement to assign the same, if an attempted assignment would constitute a breach thereof or be 

unlawful. The Parties agree that if any consent to an assignment of any such warranty or 
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guaranty has not been obtained or if any attempted assignment would be ineffective or would 

impair Transferee's rights and obligations under the warranty or guaranty in qnestion, so that 

Transferee would not in effect acquire the benefit of all such rights and obligations, Transferor 

shall use commercially reasonable efforts to the extent permitted by law and such warranty or 

guaranty, to enforce such warranty or guaranty for the benefit of Transferee to the maximum 

extent possible so as to provide Transferee with the benefits and obligations of such warranty or 

gnaranty. Notwithstanding the foregoing, Transferor shall not be obligated to bring or file sitit 

against any third party, provided that if Transferor determines not to bring or file suit after being 

requested by Transferee to do so, Transferor shall assign, to the extent permitted by law or any 

applicable agreement, its rights in respect of the claims so that Transferee may bring or file such 

snit. 

Section 5.03 Survival. The representations and warranties of the Parties contained 

herein shall not survive the Closing and thereafter shall be of no further force and effect. 

ARTICLE VI 

MISCELLANEOUS PROVISIONS 

Section 6.01 Notices. All notices and other communications hereunder shall be in 

writing and shall be deemed given (i) on the day when delivered personally or by e-mail (with 

confirmation) or facsimile transmission (with confirmation), (ii) on the next Business Day when 

delivered to a nationally recognized overnight delivery service, or (iii) five ( 5 )  Business Days 

after deposited as registered or certified mail (return receipt requested), in each case, postage 

prepaid, addressed to the recipient Party at its address set forth below (or to such other addresses 

and e-mail and facsimile numbers for a Party as shall be specified by like notice; provided, 

however, that any notice of a change of address or e-mail or facsimile number shall be effective 

only upon receipt thereof): 

If to Transferor, to: 

AEP Generation Resources Inc. 

Attn: 
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Facsimile No.: 

Email: 

If to Transferee, to: 

[NEW CO Kent tick y] 

Attn: 

Facsimile No.: 

Email: 

Section 6.02 Waiver. The rights and remedies of the Parties are cumulative and not 

alternative. Neither the failure nor any delay by any Party in exercising any right, power, or 

privilege under this Agreement or the documents referred to in this Agreement will operate as a 

waiver of such right, power, or privilege, and no single or partial exercise of any such right, 

power, or privilege will preclude any other or further exercise of such right, power, or privilege 

or the exercise of any other right, power, or privilege. To the maximum extent permitted by 

applicable Law, (a) no claim or right arising out of this Agreement or the documents referred to 

in this Agreement can be discharged by one Party, in whole or in part, by a waiver or 

renunciation of the claim or right unless in writing signed by each other Party; (b) no waiver that 

may be given by a Party will be applicable except in the specific instance for which it is given; 

and (c) no notice to or demand on one Party will be deemed to be a waiver of any obligation of 

such Party or of the right of the Party giving such notice or demand to take further action without 

notice or demand as provided in this Agreement or the documents referred to in this Agreement. 

Section 6.03 Entire Agreement; Amendment; Etc. 

(a) This Agreement and the Ancillary Agreements, including the Schedules, 

Exhibits, documents, certificates and instruments referred to herein or therein, embody the entire 

agreement and understanding of the Parties hereto in respect of the transactions contemplated by 

this Agreement. There are no restrictions, promises, representations, warranties, covenants or 
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nndertaltings, other than those expressly set forth or referred to herein or therein. This Agreement 

supersedes all prior or contemporaneous agreements, understandings or stateiiients or agreements 

between the Parties, whether written or oral, with respect to the transactions contemplated 

hereby. Each Party acknowledges and agrees that no employee, officer, agent or representative of 

the other Party has the anthority to make any representations, statements or promises in addition 

to or in any way different than those contained in this Agreement and the Ancillary Agreements, 

and that it is not entering into this Agreement or the Ancillary Agreements in reliance upon any 

reliance upon an representation, statement or promise of the other Party except as expressly 

stated herein or therein. 

(b) This Agreement may not be amended, supplemented, terminated or 

otherwise modified except by a written agreement executed by Transferor and Transferee. 

(c) This Agreement shall be binding upon and inure solely to the benefit of 

each Party hereto and nothing in this Agreement, express or implied, is intended to or shall 

confer upon any other Person any right, benefit or remedy of any nature whatsoever under or by 

reason of this Agreement. 

Section 6.04 Assignment. This Agreement and all the of the provisions hereof shall be 

binding upon and inure to the benefit of the Parties hereto and their respective successors and 

permitted assigns, but neither this Agreement nor any of the rights, interests or obligations 

hereunder may be assigned by, on the one hand, Transferor, and on the other hand, Transferee, in 

whole or in part (whether by operation of law or otherwise), without the prior written consent of 

the other Party, and any attempt to make any such assignment without such consent will be null 

and void. Notwithstanding the foregoing, Transferor or Transferee may assign or otherwise 

transfer its rights hereunder and under any Ancillary Agreement to any bank, financial institution 

or other lender providing financing to Transferor or Transferee, as applicable, as collateral 

security for such financing; provided, however, that no such assignment shall (i) impair or 

materially delay the consummation of the transactions contemplated hereby or (ii) relieve or 

discharge Transferor or Transferee, as the case may be, from any of its obligations hereunder and 

thereunder. 

Section 6.05 Severability. If any term or other provision of this Agreement is invalid, 

illegal or incapable of being enforced by any law or public policy, all other terms and provisions 
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of this Agreement will nevertheless remain in full force and effect so long as the economic or 

legal substance of the transactions contemplated hereby is not affected in any manner materially 

adverse to any party hereto. Upon such deterniination that any tern1 or other provision is invalid, 

illegal or incapable of being enforced, the Parties will negotiate in good faith to modify this 

Agreement so as to effect the original intent of the Parties as closely as possible in an acceptable 

manner in order that the transactions contemplated hereby are consummated as originally 

contemplated to the greatest extent possible. 

Section 6.06 Governing Law. This Agreement, the construction of this Agreement, all 

rights and obligations between the Parties to this Agreement, and any and all claims arising out 

of or relating to the subject matter of this Agreement (including all tort and contract claims) will 

be governed by and construed in accordance with the laws of the state of Ohio, without giving 

effect to choice of law principles thereof. 

Section 6.07 Counterparts: Facsimile Execution. This Agreement may be executed in 

one or more counterparts, all of which will be considered one and the same agreement and will 

become effective when one or more counterparts have been signed by each of the Parties and 

delivered to each other Party, it being understood that the Parties need not sign the same 

counterpart. This Agreement may be executed by facsimile signature(s) or signatures in portable 

document format. 

Section 6.08 Schedules. The Schedules to this Agreement are 

hereby are specifically made a part of this Agreement. 

ntended to be and 

Section 6.09 Specific Peiforniance. The Parties hereto agree that irreparable damage 

would occur in the event any of the provisions of this Agreement were not to be performed in 

accordance with the terms hereof and that the Parties will be entitled to specific performance of 

the terms hereof in addition to any other remedies at law or in equity. 

Signatures appear on following page 
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IN WITNESS W OF, each of the Parties has caused this Asset Contribution 

Agreement to be executed on its behalf by its respective officer thereunto duly authorized, all as 

of the day and year first above written. 

AEP GENERATION RESOURCES INC. 

B y : 
Name: 
Title: 

[NEWCO KENTUCKY] 

By: 
Name: 
Title: 

s-1 
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AGREEMENT AN PLAN OF MERGE 

OF 

APPALACHIAN POWER COMPANY AND [NEWCO APPALAC 

This Agreement and Plan of Merger is entered into as of this _. day of 7 

201-, under Title 13.1, Chapter 9, Article 12 of the Code of Virginia and Title 8, Chapter 

1 of the Delaware Code, between APPALACHIAN POWER COMPANY, a Virginia 

corporation (“APCo”), and [NEWCO APPALACHIAN], a Delaware corporation. 

1. 

2. 

3. 

4. 

RECITALS 

APCo is a corporation duly organized, validly existing and in good standing under 

the laws of the Coninionwealth of Virginia and is a wholly owned subsidiary of 

American Electric Power Company, Inc., a New Yorlc corporation (“m’), 
which is a public utility holding company. APCo is a regulated public utility 

engaged in the business of providing electric power and related services to its 

customers. 

[NEWCO Appalachian] is a corporation duly organized, validly existing and in 

good standing under the laws of Delaware and is a wholly owned subsidiary of 

AEP. [NEWCO Appalachian] owns certain electric generating facilities; 

however, it is not a regulated public utility. 

APCo currently has authorized 30,000,000 shares of common stock, no par value, 

of which 13,499,500 are issued and outstanding and held by AEP. 

[NEWCO Appalachian] currently has authorized 

stock, no par value, of which 

by AEP. 

shares of common 

are issued and outstanding and held 
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The Federal Energy Regulatory Commission, the Virginia State Corporation 

Commission and the Public Service commission of West Virginia have authorized 

the merger of [NEWCO Appalachian] with and into APCo. 

The Boards of Directors of APCo and [NEWCO Appalachian] have each 

determined that it is in the best interest of both companies and their shareholders 

to merge [NEWCO Appalachian] with and into APCo, and have, by resolutions, 

duly approved and adopted this Agreement and Plan of Merger. AEP, the sole 

shareholder of APCo and [NEWCO Appalachian], has approved this Agreement 

and Plan of Merger. 

5 .  

6. 

AGREEMENT 

Now, therefore, in consideration of the premises and agreements contained herein, 

the parties agree as follows: 

ARTICLE I 

NAMES OF CORPORATIONS; MERGER 

The names of the constituent corporations to the merger are “Appalachian Power 

Company” and [“NEWCO Appalachian] .” In accordance with the laws of the 

Commonwealth of Virginia and this Agreement and Plan of Merger, [NEWCO 

Appalachian] shall be merged with and into APCo which shall be, and is herein referred 

to as, the “Surviving Corporation.” 

ARTICLE I1 

EFFECTIVE TIME 

As soon as practicable after the execution hereof, Articles of Merger shall be filed, 

as required by the Virginia Stock Corporation Act, in the Clerk’s Office of the State 

Corporation Commission of the Commonwealth of Virginia and Articles of Merger shall 
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be filed, as required by the Delaware Business Corporation Act, in the office of the 

Secretary of State of the State of Delaware. The merger shall become effective at 

1 3.  Such date and time shall be the “Effective Time” referred to in this 

Agreement and Plan of Merger. 

ARTICLE 111 

EFFECT OF MERGER; ARTICLES OF INCORPORATION; 

BY-LAWS; DIRECTORS AND OFFICERS ON THE EFFECTIVE DATE 

3.1 At the Effective Time, [NEWCO Appalachian] shall be merged with and into 

APCo (the “Merger”), the separate corporate existence of [NEWCO Appalachian] 

shall cease, and APCo shall be the continuing and Surviving Corporation in the 

merger and shall continue to exist under the laws of the Commonwealth of 

Virginia. 

The Surviving Corporation shall have all the rights, privileges, immunities and 

powers and shall be sub.ject to all of the duties and liabilities of a corporation 

organized under the Virginia Stock Corporation Act. Title to all real estate and 

other property owned by APCo and [NEWCO Appalachian] shall be vested in the 

Surviving Corporation and the Surviving Corporation shall have all the liabilities 

of APCo and [NEWCO Appalachian]. Any proceeding pending against APCo or 

[NEWCO Appalachian] at the Effective Time may be continued as if the Merger 

3.2 

did not occur or the Surviving Corporation may be substituted in such proceeding 

in the case of any such proceeding against [NEWCO Appalachian]. 
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The Restated Articles of Incorporation of APCo, as in effect immediately prior to 

the Effective Time, shall be the Restated Articles of Incorporation of the 

Surviving Corporation until they shall thereafter be duly altered or amended. 

The By-Laws of APCo, as in effect immediately prior to the Effective Time, shall 

be the By-Laws of the Surviving Corporation until they shall thereafter be duly 

altered or amended. 

The directors and officers of APCo immediately prior to the Effective Time shall 

continue to be the directors and officers of the Surviving Corporation until 

changed in accordance with law. 

ARTICLE IV 

CONVERSION OF SHARES 

The manner of carrying into effect the Merger, and the manner and the basis of 

converting and canceling the capital stock of the constituent companies, shall be as 

follows: At the Effective Time, (1) each share of capital stock of APCo then issued and 

outstanding shall, by virtue of the Merger and without any action by the holder, thereof, 

constitute one issued and outstanding share of stock of the Surviving Corporation and 

shall include the same rights, privileges and preferences as appertained to the capital 

stock of APCo immediately prior to the merger; (2) each share of capital stock of 

[NEWCO Appalachian] then issued and outstanding shall, by virtue of the Merger and 

without any action by the holder thereof, be canceled and extinguished; and (3) no new or 

additional stock of the Surviving Corporation shall be issued in consummating the 

Merger. 
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ARTICLE V 

5.1 The parties to this Agreement and Plan of Merger shall pay the expenses incurred 

by each of theiii, respectively, in connection with the transactions contemplated 

herein. 

The title of this Agreement and Plan of Merger and the headings herein set out are 

for the convenience of reference only and shall not be deemed to be part of this 

Agreement and Plan of Merger. 

Subject to applicable law, this Agreement and Plan of Merger may be amended by 

agreement among the parties hereto and approved by their respective Board of 

Directors. 

This Agreement and Plan of Merger and the legal relations among the parties 

hereto shall be governed by and construed in accordance with the laws of the 

Commonwealth of Virginia. 

5.2 

5.3 

5.4 

Signatures appear on the following page 
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IN WITNESS WHEREOF, each of APCo and [NEWCO Appalachian] have 

caused this Agreement and Plan of Merger to be executed on its behalf and in its 

corporate name as of the date first written above. 

APPALACHIAN POWER COMPANY 

By: 
Name: 
Title: 

[NEWCO APPALACHIAN] 

By: 
Name: 
Title: 
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AGREEMENT AND PLAN OF MERGER 

OF 

NTUCKY POWER COMPANY AND [NEVVCO KENTUCKY] 

This Agreement and Plan of Merger is entered into as of this __ day of 7 

201-, under Title XXIII, Section 271B. 11-080 of the Kentucky Revised Statutes and 

Title 8, Chapter I of the Delaware Code, between Kentucky Power Company (“Kentucky 

Power”), a Kentucky corporation, and [NEWCO Kentucky], a Delaware corporation. 

RECITALS 

1. Kentucky Power is a corporation duly organized, validly existing and in good 

standing under the laws of the State of Kentucky and is a wholly owned 

subsidiary of American Electric Power Company, Inc., a New York corporation 

(“AEp”), which is a public utility holding company. Kentucky Power is a 

regulated public utility engaged in the business of providing electric power and 

related services to its customers. 

[NEWCO Kentucky] is a corporation duly organized, validly existing and in good 2. 

standing under the laws of Delaware and is a wholly owned subsidiary of AEP. 

[NEWCO Kentucky] owns certain electric generating facilities; however, it is not 

a regulated public utility. 

Kentucky Power currently has authorized 2,000,000 shares of comiiiori stock with 3. 

a par value of $50 per share, of which 1,009,000 are issued and outstanding and 

held by AEP. 
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shares of common 

are issued and outstanding and held 

[NEWCO Kentucky] currently has authorized 

stock, no par value, of which 

by AEP. 

The Federal Energy Regulatory Commission and the Kentucky Public Service 

Comiiiission have authorized the merger of [NEWCO Kentuclcy] with and into 

Kentucky Power. 

The Boards of Directors of Kentucky Power and [NEWCO Kentucky] have each 

determined that it is in the best interest of both companies and their shareholders 

to merge [NEWCO Kentucky] with and into Kentucky Power, and have, by 

resolutions, duly approved and adopted this Agreement and Plan of Merger. 

AEP, the sole shareholder of Kentucky Power and [NEWCO Kentucky] has 

approved this Agreement and Plan of Merger. 

AGREEMENT 

Now, therefore, in consideratioii of the premises and agreements contained herein, 

the parties agree as follows: 

ARTICLE T 
NAMES OF CORPORATIONS; MERGER 

The names of the constituent corporations to the merger are “Kentucky Power 

Company” and [“NEWCO Kentucky”]. In accordance with the laws of the State of 

Kentucky and this Agreement and Plan of Merger, [NEWCO Kentucky] shall be merged 

with and into Kentucky Power which shall be, and is herein referred to as, the “Surviving 

Corporation.” 
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ARTICLE I1 

EFFECTIVE TIME 

As soon as practicable after the execution hereof, Articles of Merger shall be filed, 

as required by the Kentucky Business Corporation Act, in the office of the Secretary of 

State of the State of Kentucky and Articles of Merger shall be filed, as required by the 

Delaware Business Corporation Act, in the office of the Secretary of State of the State of 

Delaware. The merger shall become effective at [ 1. Such date and time 

shall be the “Effective Time” referred to in this Agreement and Plan of Merger. 

ARTICLE I11 

EFFECT OF MERGER; ARTICLES OF INCORPORATION; 

BY-LAWS; DIRECTORS AND OFFICERS ON THE EFFECTIVE DATE 

3.1 

3.2 

At the Effective Time, [NEWCO Kentucky] shall be merged with and into 

Kentucky Power and the separate corporate existence of [NEWCO Kentucky] 

shall cease, and Kentucky Power shall be the continuing and Surviving 

Corporation in the merger and shall continue to exist under the laws of the State 

of Kentucky. 

The Surviving Corporation shall have all the rights, privileges, immunities and 

powers and shall be subject to all of the duties and liabilities of a corporation 

organized under the Kentucky Business Corporation Act. Title to all real estate 

and other property owned by Kentucky Power and [NEWCO Kentucky] shall be 

vested in the Surviving Corporation and the Surviving Corporation shall have all 

the liabilities of Kentucky Power and [NEWCO Kentucky]. Any proceeding 

pending against Kentucky Power or [NEWCO Kentucky] at the Effective Time 

3 



3.3 

3.4 

3.5 

orm of Agreement and Plan of Merger 

may be continued as if the Merger did not occur or the Surviving Corporation 

may be substituted in such proceeding in the case of any such proceeding against 

[NEWCO Kentucky]. 

The Restated Articles of Incorporation of Kentucky Power, as in effect 

iininediately prior to the Effective Time, shall be the Restated Articles of 

Incorporation of the Surviving Corporation until they shall thereafter be duly 

altered or amended. 

The By-L,aws of Kentucky Power, as in effect immediately prior to the Effective 

Time, shall be the By-Laws of the Surviving Corporation until they shall 

thereafter be duly altered or amended. 

The directors and officers of Kentucky Power immediately prior to the Effective 

Time shall continue to be the directors and officers of the Surviving Corporation 

until changed in accordance with law. 

ARTICLE IV 

CONVERSION OF SHARES 

The manner of carrying into effect the Merger, and the manner and the basis of 

converting and canceling the capital stock of the constituent companies, shall be as 

follows: At the Effective Time, (1) each share of capital stock of Kentucky Power then 

issued and outstanding shall, by virtue of the Merger and without any action by the 

holder, thereof, constitute one issued and outstanding share of stock of the Surviving 

Corporation and shall include the same rights, privileges and preferences as appertained 

to the capital stock of Kentucky Power immediately prior to the merger; (2) each share of 

capital stock of [NEWCO Kentucky] then issued and outstanding shall, by virtue of the 

4 
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Merger and without any action by the holder thereof, be canceled and extinguished; and 

( 3 )  no new or additional stock of the Surviving Corporation shall be issued in 

consuminating the Merger. 

ARTICLE V 

MISCELLANEOUS 

5.1 The parties to this Agreement and Plan of Merger shall pay the expenses incurred 

by each of them, respectively, in connection with the transactions conteinplated 

herein. 

The title of this Agreement and Plan of Merger and the headings herein set out are 

for the convenience of reference only and shall not be deemed to be part of this 

Agreement and Plan of Merger. 

Sub.ject to applicable law, this Agreement and Plan of Merger may be amended by 

agreement among the parties hereto and approved by their respective Board of 

Directors. 

This Agreement and Plan of Merger and the legal relations among the parties 

hereto shall be governed by and construed in accordance with the laws of the 

State of Kentucky. 

5.2 

5.3 

5.4 

Signatures appear on following page 

5 



Form of Agreement and Plan of Merger 

IN WITNESS WHEREOF, each of Kentucky Power and [NEWCO Kentucky] 

has caused this Agreement and Plan of Merger to be executed on its behalf and in its 

corporate name as of the date first written above. 

KENTUCKY POWER COMPANY 

By: 
Name: 
Title: 

[NEWCQ KENTUCKY] 

By: 
Name: 
Title: 

6 



Exhibit K - Maps Page 1 of 1 

Appalachian Power Company Retail Service Territory Kentucky Power Company Retail Service Territory 

Plant Location 

John E. Amos 

Mitchell 

Winfield, WV 

Moundsville, WV 

Note These are the two plants subject to this Application 
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AN 

APCo and KPCo are providing proposed accounting entries reflecting the proposed transfer of 

certain AEP Generation Resources’ generation assets and related liabilities to APCo and KPCo, as 

described in Pai-t 11. 

The proposed accounting entries in this filing are based on account balances as of December 

3 1,201 1. While these balances reasonably represent the expected assets, liabilities and total 

capitalization to be transferred, the actual account balances at the time of the asset transfer will be 

different and the methods einployed will be more detailed and precise. The transfer of assets 

constituting an operating unit or system will be recorded though Account 102 consistent with the 

instructions of Electric Plant Instruction No. 5 of the Coinmission’s Unifoim System of Accounts. 

APCo and KPCo will submit proposed final accounting entries within six months of the 

consummation of the transaction reflecting all entries made on the books and records of APCo and 

KPCo pursuant to the Coinmission’s Uniform System of Accounts, along with appropriate narrative 

explanations describing the basis for the entries. 
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FERC DOCKET NO. EC13---000 
TRANSFER OF JURISDICTIONAL ASSETS 

A. TO BE RECORDED ON THE BOOKS OF APPALACHIAN POWER COMPANY: 

ENTRY I: TO RECORD THE TRANSFER OF CERTAIN GENERATION ASSETS & RELATED LIABILITIES TO APCO (Based 
on 12/31/11 Balances) 

Account 
102 
124 
151 
152 
154 

158.1, 158.2 
186 
190 

201-226 
230 

228.2 
236 
24 2 
282 
283 

Account Description 
Electric Plant Purchased or Sold 
Other Investments 
Fuel Stock 
Fuel Stock Expenses Undistributed 
Plant Materials and Operating Supplies 
Allowances 
Miscellaneous Deferred Debits (Property Taxes) 
Accumulated Deferred Income Tax 
Proprietary Capital & Long-term Debt 
Asset Retirement Obligations 
Accumulated Provision for Injuries and Damages 
Taxes Accrued 
Miscellaneous Current and Accrued Liabilities (W/C) 
Accum. Deferred Income Taxes-Other Property 
Accum. Deferred Income Taxes-Other 
Total 

(in thousands) 
Debit Credit 

1,462,020 
1,303 

38,201 
1,086 

17,698 
10,411 
8,810 
3,911 

1,178,82 1 
30,180 

128 
8,810 
4,030 

317,827 
3,644 

I 1,543,440 I I 1,543,440 1 

ENTRY 2: TO CLEAR THE BALANCE IN ACCOUNT 102 TO THE APPROPRIATE ELECTRIC PLANT ACCOUNTS, IN 
ACCORDANCE WITH CFR 18 PART 101, ELECTRIC PLANT INSTRUCTIONS 548). 

Account Account Description - 
101-106, 114 Utility Plant 

107 Construction Work in Progress 
121 Nonutility Property 
102 

108, 111, 115 
Electric Plant Purchased or Sold 
Accum Prov for Depreciation & Depletion - Utility 

Total 

(in thousands) 
Debit Credit 

1,875,969 
31,716 

125 
1,462,020 

445,790 

1,907,810 I I 1,907,810 I 
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FERC DOCKET NO. EC13---000 
TRANSFER OF JURISDICTIONAL ASSETS 

B. TO BE RECORDED ON THE BOOKS OF KENTUCKY POWER COMPANY: 

ENTRY 3: TO RECORD THE TRANSFER OF CERTAIN GENERATION ASSETS & RELATED LIABILITIES TO KPCO (Based 
on 12/31/11 Balances) 

(in thousands) 
Credit Account Account Description Debit 

102 Electric Plant Purchased or Sold 639,581 
124 Other Investments 1,303 
151 Fuel Stock 15,914 
152 Fuel Stock Expenses Undistributed 371 
154 Plant Materials and Operating Supplies 10,345 

158.1, 158.2 Allowances 4,270 
186 Miscellaneous Deferred Debits (Property Taxes) 3,784 
190 Accumulated Deferred Income Tax 1,980 

201-226 Proprietary Capital & Long-term Debt 519,072 
230 Asset Retirement Obligations 4,978 
236 Taxes Accrued 3,784 

282 Accum. Deferred Income Taxes-Other Property 147,624 
283 Accum. Deferred Income Taxes-Other 1,495 

242 Miscellaneous Current and Accrued Liabilities (W/C) 595 

Total 1 677,548 I I 677,548 I 

ENTRY 4: TO CLEAR THE BALANCE IN ACCOUNT 102 TO THE APPROPRIATE ELECTRIC PLANT ACCOIJNTS, IN 
ACCORDANCE WITH CFR 18 PART 101, ELECTRIC PLANT INSTRUCTIONS 5(B). 

(in thousands) 
Account Account Description Debit Credit 

101-106, 114 Utility Plant 874,397 
107 Construction Work in Progress 16,372 
102 Electric Plant Purchased or Sold 639,581 

251 >I 88 108, 11 1, 11 5 Accum Prov for Depreciation & Depletion - Utility 

Total I 890,769 I I 890,769 I 



Verifications 
(18 C.F.R.§ 33.7) 



UNITED STATES OF AMERICA 
B E F O m  THE 

IEDERAL EIWRGY REGULATORY COMMISSION 

Appalachian Power Company 1 
Kentucky Power Company ) Docket No. ECl3---000 
AE3P Generation Resources Inc. 1 

Verification of 
Appalachian Power Company 

County of Kanawha 

State of West Virginia ) 

Charles R. Patton , being duly sworn, deposes and says: That he is a 
of Appalachian Power Company, an Applicant in the above- President & COO 

referenced proceeding, and has the authority to verify the foregoing Application on 
behalf of Appalachian Power Company, that he has read said Application, and that, to the 
best of his knowledge, information and belief, all of the statements contained therein are 
true and correct. 

SUBSCRIBED ANI> SWORN to before me 
on this Zqjhday of Oc-bboe ,2012. 

M e *  p& 
Notby Public" 

My commission expires: 

OFFICIAL SEAL 

NOTARY PUBLIC 

APPALACH:AN POWER 

STATE OF WEST VIRGIN 

DOROTHY E. PHILYAW 



UNITED STATES OF AMERICA 
BEFORE? THE 

FEDERAL ENERGY IXEGUI,ATORY COMMISSION 

Appalachian Power Company 1 
Kentuck!. Power Coinpany ) Docket No. EC 13- -000 
AEP Generation Resoiirces Inc. ) 

Verification of 
Kentucky Power Company 

County of Franklin 1 
1 

Cominonwealth of Kentucky ) 

___-I_ Greeog -- G. Pauley . being duly sworn, deposes and says: That hc is a 
Presiclent & COO _- of I<entucky Power Coinyany, an Applicant in the above- 
idkl-enced proceeding, and has the authority to verify the foregoing Application on 
behalf of Kentucky Power Company, that he has read said Application. and that, to the 
best of his knowledge, information and belief, all of the statements contaiiied tlierein are 
true and correct. 

SkJBSCR113i;D AND SWORN to before me ,- 
011 this p : F F  day o f d  , ;I, f . .  ., ; ‘ ,2012. 



UNITED STATES OF AMERICA 
BEFOW THE 

FEDERAL ENERGY WCrUL,ATORY COMMISSION 

Ohio Power Company ) 
AEP Generation Resources Inc. ) Docket No. EC13- -000 

Verification of 
AEP Generation Resources Inc. 

County of Franklin ) 
1 

State of Ohio 1 
Richard E. Munczinski being duly sworn, deposes and says: That he is a 

Senior Vice President of AEP Service Corporation, on behalf of AEP Generation 
Resources Inc., an Applicant in the above-referenced proceeding, and has the authority to 
verify the foregoing Application on behalf of AEP Generation Resources Inc., that he has 
read said Application, and that, to the best of his knowledge, information and belief, all 
of the statements contained therein are true and correct. 

SUBSCFURED ANDSWORN to before me 
on th isJ4& day of ,2012. 

My commission expires: 4LA \ r ,so/G 



kwalton 
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Regulatory Commission Order 888, 61 Fed. Reg. 21,540, and the 
spplicable open access nondiscriminatory transmission tariffs; the 
federal laws regulated curtailments effectuated by the transmis- 
sion provjders, and the state law regulated the curtdments 
effectuated by transmission owners. Ky. Power Co. v. Huelsmann, 
352 F. Supp. 2d 777.2005 U S .  Dist. LEXIS 1339 (E.D Ky. 2005). 

KRS 278.214 is unconstitutional as it violates the dormant 
Commerce Clause, U S .  Const. art. I, B 8, by providing curtailment 
preference only to Kentucky customers and disadvantaging all 
similarly situated customers located outside Kentucky borders. Ky. 
Power Co. v. Huelsmann, 352 li: Supp. 2d 777, 2005 U S .  Dist. 
LEXIS 1339 (E.D. Ky. 2005). 

278.216. Site compatibility certificate - Site 
assessment report - Commission action on 
application. 

Except for a utility as defined under KRS 
278.010(9) that has been granted a certificate 
of public convenience and necessity prior to 
April 15, 2002, no utility shall begin the 
construction of a facility for the generation of 
electricity capable of generating in aggregate 
more than ten megawatts (1OMW) without 
having first obtained a site compatibility cer- 
tificate from the commission. 
An application for a site compatibility certifi- 
cate shall include the submission of a site 
assessment report as prescribed in KRS 
278.708(3) and (41, except that a utility which 
proposes to construct a facility on a site that 
already contains facilities capable of generat- 
ing ten megawatts (LOMW) or more of electric- 
ity shall not be required to comply with set- 
back requirements established pursuant to 
KRS 278,704(3). Autility may submit and the 
commission may accept documentation of 
compliance with the National Environmental 
Policy Act (NEPA) rather than a site assess- 
ment report. 
The commission may deny an application filed 
pursuant to, and in compliance with, this 
section. The commission may require reason- 
able mitigation of impacts disclosed in the site 
assessment report including planting trees, 
changing outside lighting, erecting noise bar- 
riers, and suppressing fugitive dust, but the 
commission shall, in no event, order reloca- 
tion of the facility. 
The commission may also grant a deviation 
%om any applicable setback requirements on 
a finding that the proposed facility is designed 
and located to meet the goals of this section 

278.214, 278.218, and 278.700 to 278.716 at a 
distance closer than those provided by the 
applicable setback requirements. 
Nothing contained in this section shall be 
construed to  limit a utility’s exemption pro- 
vided under KRS 100.324. 
Unless specifically stated otherwise, for the 
purposes of this section, “utility” has the same 
meaning as in KRS 278.010(3)(a) or (9). 

and KRS 224.10-280, 278.010, 278.212, 

(Enact. Acts 2002, ch. 365, 5 13, effective April 24, 
2002; 2003, ch. 150, 0 3, effective June 24, 2003.) 

278.218. Approval of commission for change in 
ownership or control of assets owned by util- 
ity. 

(I) No person shall acquire or transfer ownership 
of or control, or the right to control, any assets 
that are owned by a utility as defined under 
KRS 278.010(3)(a) without prior approval of 
the commission, if the assets have an original 
book value of one million dollars ($1,000,000) 
or more and: 
(a) The assets are to be transferred by the 

utility for reasons other than obsoles- 
cence; or 
The assets will continue to be used to 
provide the same or similar service to 
the utility or its customers. 

The commission shall grant its approval if the 
transaction is for a proper purpose and is 
consistent with the public interest. 

(Enact. Acts 2002, ch. 365, 8 14, effective April 24, 
2002.) 

(b) 

(2) 

278.220. Uniform system of accounts for 
utilities. 
The commission may establish a system of accounts 
to be kept by utilities subject to its jurisdiction, or 
may classify utilities and establish a system of 
accounts for each class, and may prescribe the 
manner in which such accounts shall be kept. The 
system established shall conform as nearly as prac- 
ticable to the uniform system of accounts prescribed 
by the National Association of Regulatory Utility 
Commissioners, except that the system established 
for telephone and telegraph companies shall con- 
form as nearly as practicable to the system adopted 
or approved by the Federal Communications Corn- 
mission and the system established for gas and 
electric companies shall conform as nearly as prac- 
ticable to the system adopted or approved by the 
Federal Energy Regulatory Commission. 
(3952-22: amend. Acts 1978, ch. 379, 0 29, effective 
April 1, 1979; 1982, ch. 82, 0 27, effective July 15, 
1982; 1986, ch. 300, 8 3, effective July 15, 1986.) 

Cited: Public Serv. Comm’n v. Continental %I. Co., 692 S.W.2d 
794, 1985 Ky. LEXIS 240 (Ky. 1985); South Cent. Bell %I. Go. v. 
Public Serv. Comm’n, 702 S.W,Zd 447, 1985 Ky. App. LEXIS 717 
(Ky. Ct. App. 1985); Public Sew. Comm’n v. Dewitt Water Dist., 720 
S.W.2d 725,1986 Ky. LEXIS 314 (Ky. 1986). 
Collateral References. 73B C.J.S., Public Utilities, 5 76 

278.2201. Prohibition against subsidy of non- 
regulated activity - Separate accounting. 
A utility shall not subsidize a nonregulated activity 
provided by an &ate or by the utility itself. The 
commission shall require all utilities providing non- 
regulated activities, either directly or through an 
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affiliate, to keep separate accounts and allocate costs 
in accordance with procedures established by the 
commission. The commission may promulgate ad- 
ministrative regulations that will assist the commis- 
sion in enforcing this section. 
(Enact. Acts 2000, ch. 511, 5 2, effective July 14, 
2000.) 

278.2203. Cost allocation of regulated and 
nonregulated activity. 

(1) A utility that engages in a nonregulated activ- 
ity shall identify all costs of the nonregulated 
activity and report the costs in accordance 
with the guidelines in the USoA and the cost 
allocation methods described in subsection (2) 
of this section. 
In allocating costs between regulated and 
nonregulated activities, a utility shall utilize 
one (1) of the following cost allocation 
methods: 
(a) 
(b) 

(2) 

The fully distributed cost method; or 
A cost allocation method recognized or 
mandated by the rules of the SEC pro- 
mulgated pursuant to 15 U.S.C. sec. 79, 
et seq., or promulgated by the FERC or 
by the USDA. 

A utility’s compliance with federal cost alloca- 
tion methods shall constitute compliance with 
the provisions of KRS 278,010 to 278.450. 
Notwithstanding subsections (1) to (3) of this 
section, a utility may report an incidental 
nonregulated activity as a regulated activity 
if: 
(a) The revenue from the aggregate total of 

the utility’s nonregulated incidental ac- 
tivities does not exceed the lesser of Dwo 
percent (2%) of the utility’s total revenue 
or one million dollars ($1,000,000) annu- 

(3) 

(4) 

ally; and 
The nonregulated activity is reasonably 
related to the utility’s regulated activity. 

(b) 

(5) Nothing contained in this section shall be 
construed as requiring a utility to violate any 

, cost allocation methods required to  be em- 
ployed under any service agreement validly 
existing as of July 14,2000, for the term of the 
existing agreement, except where the commis- 
sion makes the determination that a service 
agreement was executed for the purpose of 
avoidbg provisions of KRS 278.010 to 
278.450. 

(Enact. Acts 2000, ch. 511, 5 3, effective July 14, 
2000.) 

provided for incident& nonregulated activi- 
ties under KRS 278.2203(4)(a), shall develop 
and maintain a CAM as described in subsec- 
tions (2) to (5) of this section. 
A CAM shall contain the following informa- 
tion for a utility’s jurisdictional operations in 
the Commonwealth: 

(2) 

A list of regulated and nonregulated di- 
visions within the utility; 
A list of all regulated and nonregulated 
&liates of the utility t o  which the util- 
ity provides services or products and 
where the a5liates provide nonregu- 
lated activities as defined in KRS 
278.010(21); 
A list of services and products provided 
by the utility, an identification of each  IS 
regulated or nonregulated, and the cost 
allocation method generally applicable 
to each category; 
A list of incidental, nonregulated activi- 
ties that are subject to the provisions of 
KRS 278.2203(4); 
A description of the nature of transac- 
tions between the utility and the affili- 
ate; and 
For each USoA account and subaccount, 
a report that identifies whether the ac- 
count contains costs attributable to 
regulated operations and nonregulated 
operations. Tbe report shall also identify 
whether the costs are joint costs that 
cannot be directly identified. A descrip- 
tion of the methodology used to appor- 
tion each of these cost shall be included 
and the allocation methodology shall be 
consistent with the provisions of KRS 
278.2203. 

(3) Within two hundred seventy (270) days of 
July 14, 2000, the utility shall file: 
(a) A statement with the commission that 

certifies the CAM has been developed 
and will be adopted by the management, 
effective with the beginning of the next 
calendar year. The statement shall be 
signed by an officer of the utility; and 
One (1) copy of the CAM. (b) 

Within sixty (60) days of any material change 
in matters required to be listed in the CAM, 
the utility shall amend the CAM to reflect the 
change. 
“he CAM shall be available for public inspec- 
tion a t  the utility and at the commission. 
The CAM shall be filed as part of the initial 
filing requirement in a proceeding involving 
an application for an adjustment in rates 
pursuant to KRS 278.190. 

(Enact. Acts 2000, ch. 511, 0 4, effective July 14, 
2000.) 

(4) 

(5) 

(6) 
278.2206. Cost allocation manual for nonregu- 
Iated activity - Contents - Maintenance. 

(1) Any utility that engages in a nonregulated 
activity whose revenue exceeds the amount 
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278.2207. Transactions between utility and af. 
filiate - Pricing requirements - Request for 
deviation. 

(1) The terms for transactions between a utility 
and its affiliates shall be in accordance with 
the following: 
(a) Services and products provided to an 

&Kate hy the utility pursuant to a tariff 
shall be at the tariffed rate, with nontar- 
iffed items priced at the utility’s fully 
distributed cost but in no event less than 
market, ar  in compliance with the utili- 
ty’s existing USDA, SEC, or FERC ap- 
proved cost allocation methodology. 
Services and products provided t o  the 
utility by an afiiliate shall be priced at 
the affiliate’s fully distributed cost but in 
no event greater than market or in com- 
pliance with the utility’s existing USDA, 
SEC, or FERC approved cost allocation 
methodology. 

A utility may file an application with the 
commission requesting a deviation from the 
requirements of this section for a particular 
transaction or class of transactions. The util- 
ity shall have the burden of demonstrating 
that the requested pricing is reasonable. The 
commission may grant the deviation if it de- 
termines the deviation is in the public inter- 
est. 
Nothing in this section shall be construed to 
interfere with the commission’s requirement 
to ensure fair, just, and reasonable rates for 
utility services. 

(Enact. Acts 2000, ch. 511, 8 5, effective July 14, 
2000.) 

(b) 

(2) 

(3) 

278.2209. Documentation regarding cost 
allocation. 
In any formal commission proceeding in which cost 
allocation is at issue, a utility shall provide sufficient 
information to document that its cost allocation 
procedures and affiliate transaction pricing are con- 
sistent with the provisions of this chapter. 
(Enact. Acts 2000, ch. 511, § 6, effective July 14, 
2000.) 

278.2211. Remedies for noncompliance utility 
and affiliate - Access to records - Disallow- 
ance of costs - Audit. 

(1) If the commission finds that a utility has not 
complied with any provision of this chapter for 
any transaction between a utility and its 
m a t e ,  or if a utility has failed to  provide 
sufficient evidence of its compliance, then the 
commission may: 
(a) Access the books and records of a utili- 

ty‘s nonregulated affiliate; and 
(b) Order that the costs attached ta any 

transactions be disallowed from rates. 
(2) If, after inspecting an affiliate’s books and 

records, the commission finds that a utility 
has not complied with any provision of KRS 
278.010 to 278.450, the commission may per- 
form a financial audit of the utility‘s affiliate 
to the extent necessary to ensure compliance 
with KRS 278.010 to 278.450. 

(Enact. Acts 2000, ch. 511, 0 7, effective July 14, 
2000.) 

278.2213. Separate recordkeeping for utility 
and m a t e  - Prohibited business practices - Confidentiality of information - Notice of 
service available from competitor. 
The provisions of this section shall govern a public 
utility company’s activities related to the sharing of 
information, databases, and resources between its 
employees or an aSliate involved in the marketing 
or the provision of nonregdated activities and its 
employees or an afBiate involved in the provision of 
regulated activities. 

A utility and its aatiliate shall be separate 
corporate entities and maintain separate 
books and records. If a utility and nonregu- 
lated affiliate have common officers, directors, 
or employees, the fees, compensation, and 
expenses of the individuals involved shall be 
subject to the cost allocation requirements set 
forth in I(Rs 278.2203 and 278.2207. Any 
ufility that provides nonregulated activities 
shall separately account for all investments, 
revenues, and expenses in accordance with its 
filed cost allocation manual. 
A utility shall not provide advertising space in 
its billing envelope to its a l i a t e s  or for its 
nonregulated activities unless it offers the 
same to competing service providers on the 
same terms it provides to its affiliates. This 
subsection applies to nonregulated activities 
only. 
A utility shall not attempt to persuade cus- 
tomers to do business with its aEiliates by 
offering rebates or discounts on tariffed 
services. 
All utility company employees engaged in the 
merchant function shall abide by all stan- 
dards promulgated by applicable FERC or- 
ders and regulations. 
No utility employee shall share any confiden- 
tial customer infomation with the utility‘s 
affiliates unless the customer has consented 
in writing, or the information is publicly avail- 
able or is simultaneously made publicly 
available. 
All dealings between a utility and a nonregu- 
lated &ate shall be a t  arm’s length. 
Employees transferring from the utility t o  an 
a i a t e  shall not disclose to the affiliate con- 
fidential information or take with them any 
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competitively sensitive materials. 
Neither a utility nor its employees or agents 
shall solicit business on behalf of an affiliate 
or for its nonutility services. 
A utility that carries out any research and 
development or joint marketing and promo- 
tion with its afliliate for its nonregulated 
activities shall be subject to  the cost allocation 
requirements set forth in KRS 278.2203. 
Except as provided in subsection (5) of this 
section, if a utiLity is engaged in a nonregu- 
lated activity, marketing employees for the 
nonregulated activity shall not have access to  
the customer information provided to the util- 
ity when the customer places an order for 
regulated service. 
A utility shall not provide any type of undue 
preferential treatment to  a nonregulated af- 
ma te  to the detriment of a competitor. 

(12) A utility shall notify the customer that com- 
peting suppliers of a nonregulated service 
exist if: 
(a) The utility receives a request for a rec- 

ommendation from a customer seeking a 
specific service which is offered by the 
utility‘s affiliate or by the utility itself; 
and 
The utility mentions itself or its amEliate 
when making the recommendation to the 
customer. 

The utility’s name, trademark, brand, or logo 
shall not be used by a nonregulated affiliate in 
any type of visual or audio media without a 
disclaimer. The commission shall develop 
specifications for the disclaimer. The dis- 
claimer shall be approved by the commission 
prior to  use in any advertisement by the 
utility’s affiliate. 
A utility shall not enter into any arrange- 
ments for financing nonregulated activities 
through an affiliate that would permit a credi- 
tor upon default to  have recourse to the assets 
of the utility. 
A utility shall inform the commission of all 
new nonregulated activities begun by itself or 
by the utility’s affliate within a time to be set 
by the commission. 
Start-up costs associated with the formation 
of a nonregulated f i l i a t e  shall not he in- 
cluded in the utility’s rate base. 
The commission may require the utility to file 
annual reports of information related to affili- 
ate transactions when necessary to monitor 
compliance with these guidelines. 

(Enact. Acta 2000, ch. 511, Q 8, effective July 14, 
2000.) 

(8) 

(9) 

(10) 

(11) 

(b) 

(13) 

(14) 

(15) 

(16) 

(1 7) 

278.2216. Exemptions. 
The provisions of KRS 278.2201 to 278.2213 and 
KRS 278,2215 and 278.2219 shall not apply to 

telecommunications utilities, telecommunications 
services, nonprofit water or sewer utilities, or water 
districts. Utilities organized under KRS Chapter 
279 shall he exempt from KRS 278.2213. 
(Enact. Acts 2000, ch. 5ll, Q 9, effective July 14, 
2000.) 

278.2219. Waiver or deviation from require- 
ments of KRS 278.2201 to 278.2213. 

(1) Notwithstanding any provisions in KRS 
278.2201. to the contrary, a utility may apply 
to the commission for a waiver or deviation 
from any or all provisions of KRS 278.2201 to 
278.2213. 
The utility’s application t o  the commission 
shall: 
(a) Demonstrate the basis of the utility’s 

need to be granted a waiver or deviation; 
and 

(b) Contain, if appropriate, documentation 
regarding the costs and benefits of com- 
pliance with the provisions of KRS 
278.2201 to 278.2213. 

The commission shall grant a waiver or devia- 
tion if the commission finds that compliance 
with the provisions of KEtS 278.2201 to 
278.2213 is impracticable or unreasonable. 
The findings of the commission shall be a final 
appealable order. 

(Enact. Acts 2000, ch. 511, Q 10, effective July 14, 
2000.) 

(2) 

(3) 

278.225. Time limitation on billing - Liability 
for unbilied service. 
All service supplied by a utility shall be billed within 
two (2) years of the service. No customer shall be 
liable for unbilled service after two (2) years from 
the date of the service, unless the customer obtained 
the service through fraud, theft, or deception. 
(Enact. Acts 1994, ch. 143, Q 1, effective July 15, 
1994.) 

278.230. Access to property, books and records 
of utilities - Reports and information may be 
required. 

(1) The commissioners and the officers and em- 
ployees of the commission may, during all 
reasonable hours, enter upon the premises of 
any utility subject to  its jurisdiction for the 
purpose of examining any books or records, or 
for making any examination or test, or for 
exercising any power provided for in this 
chapter, and may set up and use on such 
premises apparatus and appliances necessary 
for any such examination or test. The utility 
shall have the right to be represented at the 
making of any such examination, test or in- 
spection. 
The books, accounts, papers and records of the (2) 
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Steven J. Ross 
2024296279 
sross@steptoe.com 

S T E P T O E  & J O H N S O N  L L P  

1330 Connecticut Avenue, NW 
Washington, DC 20036-1 795 
202 429 3000 main 
www.steptae com 

October 31,2012 

The Honorable Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Cornrnission 
888 First Street, N.E. 
Washington, D.C. 20426 

Re: Ohio Power Company 
AEP Generation Resources Inc. 
Docket No. EC13- -000 

Dear Secretary Bose: 

Pursuant to Section 20.3 of the Federal Power Act and Part 33 of the Regulations 
of the Federal Energy Regulatory Commission, American Electric Power Service 
Corporation (“AEPSC”), on behalf of Ohio Power Company and AEP Generation 
Resources Inc. (collectively with AEPSC, the “Applicants”), hereby submits for filing the 
attached Application for Authorization to Transfer Jurisdictional Facilities Under Section 
203 of the Federal Power Act. The Applicants respectfully request that the 
Commission establish November 30,2012, as the comment date for this filing, which 
is nine days longer than the twenty-one day period that the Commission typically 
establishes for Section 203 applications that do not raise competitive issues. 

If you have any questions concerning this filing, please do not hesitate to contact 
the undersigned. 

Respectfully submitted, 

/ S I  

Steven J. Ross 
Carol Gosain 
Attorneys for Applicants 

Attachment 
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FEDERAL, ENERGY REGULATORY COMMISSION 

Ohio Power Company ) Docket No. EC13---000 
AEP Generation Resources Inc. ) 

ON FOR AUTHORIZATION 
TO TRANSFER JURISDICTIONAL, ASSETS 

UNDER SECTION 203 OF THE FEDERAL, POWER ACT 

American Electric Power Service Corporation (“AEPSC”), on behalf of its 

affiliates Ohio Power Company (“Ohio Power”) and AEP Generation Resources Inc. 

(“AEP Generation Resources”) (collectively with AEPSC, the “Applicants”), hereby 

submits this application (“Application”) pursuant to Sections 203(a)( l)(A) and 

203(a)( 1)(D) of the Federal Power Act (“FPA”), 16 U.S.C. 88 824b(a)( l)(A) and 

824b(a)( 1)(D) (2006), and Part 33 of the Regulations of the Federal Energy Regulatory 

Commission (“FERC” or “Commission”), 18 C.F.R. Part 33 (2012). As discussed more 

fully herein, Applicants respectfully request Commission authorization for an internal 

corporate reorganization that will result in the separation of Ohio Power’s generation and 

power marketing businesses from its transmission and distribution businesses (the 

“Transaction”), consistent with Ohio restructuring law and Ohio Power’s structural 

corporate separation plan approved by the Public Utilities Commission of Ohio (“Ohio 

Cornmission”). Each of the Applicants is a wholly-owned subsidiary of American 

Electric Power Company, Inc. (“AEP’). Pursuant to the Transaction, Ohio Power will 

’ The Commission has previously approved structural corporate separation transactions involving 
other major Ohio utilities, FirstEnergy and Duke Energy Ohio. See FirstEizergy Corp., 94 FERC 
¶ 61,179 (2001) (fossil/hydro assets); FirstEizergy Corp., 112 FERC I[ 61,243 (200.5) (nuclear assets); 
Ciizergy Corp., 140 FERC ¶ 61,180 (2012) (“Ciizergy IT’). 



transfer certain jurisdictional facilities, described below, to AEP Generation Resources, a 

generation affiliate.2 The Applicants also respectfully request that the Commission grant 

limited waivers of certain Part 33 filing requirements. As the Applicants demonstrate 

below, the proposed Transaction is consistent with the public interest and should be 

approved without a hearing. 

I. INTRODUCTION 

The restructuring of Ohio Power that is the subject of this Application is one of 

several discrete but inextricably interrelated transactions and  arrangement^.^ A number 

of these transactions and arrangements will be the subject of separate filings with the 

Commission being made contemporaneously herewith. First, in conjunction with the 

separation of Ohio Power’s generating and marketing businesses from its transmission 

and distribution businesses, AEP Generation Resources will have an interim partial 

requirements wholesale power sales agreement (“PSA”) with Ohio Power to allow Ohio 

Power to meet the capacity needs and the energy needs beyond those satisfied by energy 

auctions conducted by Ohio Power associated with retail customers that are not served by 

alternative retail suppliers, as well as Ohio Power’s capacity commitments associated 

’ As discussed below, the transfer has been approved by the Ohio Commission. See the order 
issued on August 8,2012, by the Ohio Commission in Case Nos. 11-346-EL-SS0, et al. adopting, with 
modifications, Ohio Power’s proposed Electric Security Plan (“ESP’) (the “Ohio Commission ESP 
Order”), and an order issued on October 17, 2012, by the Ohio Commission in Case No. 12-1 126-EL- 
UNC approving Ohio Power’s structural corporate separation plan (the “Ohio Cornmission Corporate 
Separation Order”). 

The Applicants previously filed in Docket No. EC12-71-000 an application for approval of an 
internal asset transfer involving the same facilities that are the subject of this pleading. That application 
was withdrawn without prejudice on February 28,2012, because of certain developments before the Ohio 
Commission. 

3 
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with retail customers that choose to be served by alternative retail suppliers. That 

agreement is the subject of a separate application under FPA Section 205. 

Second, Ohio Power and the other parties to the existing Interconnection 

Agreement (the “Pool Agreement”) provided each other with notice of termination of that 

agreement effective January 1,2014. For 60 years, Ohio Power was a party to the Pool 

Agreement, under which it and other generation-owning AEP companies in the PJM 

footprint engaged in integrated planning and operation of their power supply facilities 

and allocated among themselves generation-related costs and benefits. 

Conterriporaneously with the filing of this Application, an application is being 

filed under FPA Section 205 providing for the termination of the Pool Agreement and 

proposing a Power Coordination Agreement among Appalachian Power Company 

(“APCo”), Kentucky Power Company (“KPCo”) and Indiana Michigan Power Company 

(“I&M”). Ohio Power and AEP Generation Resources will not be parties to the Power 

Coordination Agreement. In conjunction with the filing to terminate the Pool Agreement, 

the members of the Pool Agreement will also be providing the Cornrnission notice of 

termination of the AEP System Interim Allowance Agreement, which is a supplement to 

the Pool Agreement. 

Third, AEP Generation Resources will also have an agreement (the “Bridge 

Agreement”) with certain other AEP operating companies located within the footprint of 

PJM Interconnection, L.L,.C. (“PJM”) to address transition issues associated with 

termination of the Pool Agreement, such as how the companies will meet their PJM 
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Fixed Resource Requirement (“FRR”)4 obligations through May 3 1,2015, and how they 

will address existing marketing and trading arrangements with third parties. This 

agreement also is the subject of a separate application under FPA Section 205. 

Fourth, and related to termination of the Pool Agreement, a separate Section 203 

application is being filed conteinporaneously herewith for a transaction under which 

APCo and KPCo will obtain certain generation facilities currently owned by Ohio Power. 

That transaction will enable APCo and KPCo to satisfy their capacity requirements in 

PJM and provide baseload generation to meet their customers’ energy requirements upon 

ternination of the Pool Agreement. 

Fifth, operating agreements related to the Mitchell and Sporn generating plants 

will be filed with the Corrlrriission under Section 205. IJnder those agreements, APCo 

will operate both the Mitchell plant, which it will own jointly with KPCo, and the Sporn 

plant, of which APCo owns Unit Nos. 1 and 3, and AEP Generation Resources will own 

TJnit Nos. 2,4, and 5 .  

Sixth and finally, in another separate and contemporaneous Section 203 filing, 

APCo and Wheeling Power Company (“Wheeling”) are seeking Commission authority to 

merge Wheeling into APCo. 

The FRR provisions were added to the PJM Reliability Assurance Agreement (“RAA”) in 
connection with PJM’s Reliability Pricing Model (“RPM”). In conjunction with the development of the 
RPM rules, PJM developed the FRR alternative, under which a load-serving entity (designated as an 
“FRR Entity”) has the option to submit an “FRR Capacity Plan” and meet a fixed capacity resource 
requirement rather than participate through the RPM capacity auction. In addition to meeting its own 
load obligations, an FRR Entity is required to reflect in its FRR Capacity Plan any retail load that 
switches to an alternative retail load-serving entity that opts not to submit its own FRR Capacity Plan. 
The FRR provisions of the RAA place the obligation to maintain sufficient capacity on the load-serving 
entity, which includes Ohio Power. 
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As discussed herein and in the related applications referenced above, it is AEP’s 

intention that the Transaction that is the subject of this Application and both of the other 

Section 203 transactions mentioned above will close on or about December 31,2013, and 

the Section 20.5 aimngements mentioned above will take effect on January 1, 2014. Each 

of these arrangements effectuates important aspects of the corporate restructuring that is 

the subject of this application and, therefore, AEPSC urges the Commission to accept or 

approve the interrelated filings so as to permit corporate restructuring to be implemented 

on January 1,201 4. 

11. BACKGROUND 

A. Description of the Applicants and Related Parties 

1. American Electric Power Company, Inc. and AEPSC 

AEP is a multi-state electric utility holding company system whose operating 

companies provide electric service at wholesale and retail in parts of eleven states: Ohio 

Power serves customers in Ohio (and one wholesale requirements customer in West 

Virginia); APCo serves customers in Virginia and West Virginia (and one wholesale 

requirements customer in Tennessee); KPCo serves customers in Kentucky; I&M serves 

customers in Indiana and Michigan; Kingsport Power Company (“Kingsport”) serves 

customers in Tennessee; Wheeling serves customers in West Virginia; Southwestern 

Electric Power Company serves customers in Arkansas, Louisiana, and the Southwest 

Power Pool, Inc. (“SPP”) portion of Texas; Public Service Company of Oklahoma serves 

customers in Oklahoma; and AEP Texas Central Company and AEP Texas North 

Company serve customers in the Electric Reliability Council of Texas (“ERCOT”) 

portion of Texas. 
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Those AEP operating companies located within the PJM footprint are referred to 

as the “AEP East” coinpariies (Ohio Power, APCo , KPCo, I&M, Kingsport, and 

Wheeling), and the operating companies that are located within the SPP footprint are 

referred to as the “AEP SPP” companies. PJM and SPP are Commission-approved 

Regional Transmission Organizations (“RTOs”), and the AEP East and AEP SPP 

companies have transferred functional control of their transmission facilities to PJM and 

SPP, respectively. AEP utilities in ERCOT have transferred functional control of their 

transmission facilities to the ERCOT RTO. The AEP SPP and ERCOT utilities will be 

unaffected by the Transaction. 

AEPSC is a service company that provides nianagement and professional services 

to AEP and its utility operating subsidiaries. 

2. OhioPower 

Ohio Power is a wholly-owned subsidiary of AEP. Historically, AEP had two 

wholly-owned subsidiaries that were Ohio utilities, but these subsidiaries recently 

merged. One such subsidiary was Ohio Power Company (which, pre-merger, is referred 

to herein as “OPCO”), and the other was Columbus Southern Power Company (“CSP”). 

On January 18, 201 1, OPCo and CSP filed an application with the Commission in Docket 

No. EC11-37 seeking authorization pursuant to FPA Section 203(a)(l)(B) for an internal 

corporate reorganization under which CSP would merge with and into OPCo, with OPCo 

being the surviving entity. The Cormission approved the application on July 1, 201 l.5 

The merger was consurnmated on December 3 1, 201 1 .6 

Ohio Power Co., 136 FERC ‘j[ 62,001 (2011). 

As indicated above, post-merger, Ohio Power Company is referred to herein as “Ohio Power.” 
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Ohio Power is an Ohio public utility, engaged in the generation, transmission and 

distribution of electric power in the northwestern, east central, eastern and southern 

sections of Ohio. Ohio Power serves about 1.5 million retail customers in Ohio. It serves 

more than 1,000 communities and operates in 61 of Ohio’s 88 counties. 

Ohio Power’s generation is currently used to serve retail customers in Ohio 

Power’s service area that are not served by a competitive retail electric service (“CRES”) 

provider under Ohio’s retail choice prograin and to meet, along with the other AEP East 

generating companies, AEP’s FRR capacity obligations in PJM. Ohio Power also has a 

full requirements wholesale power sales agreement (the “Wheeling Contract”) with its 

affiliate, Wheeling, which is discussed in more detail below. Wheeling serves retail 

customers in West Virginia and does not own any generating facilities. 

Ohio Power has an ownership interest in some or all of the units in 15 generating 

stations, totaling about 11,700 MW, as shown in the below table. These interests will 

transfer to AEP Generation Resources under the Transaction. 
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Ohio Power Generation 

Location Plant Capacity 
(MW) I IJnitNo* 

Brilliant, OH 
Conesville, OH 

Fuel 

592 
165 Conesville 

Conesville 

Cardinal I 1 (Note A) 
3 
4 (Note R)  

Coal 

Conesville, OH 
Mount Sterling, OH 

400 
473 

Coal 
Coal 

Darby 
Gen. J.M. Gavin 

1-6 
1 

Conesville. OH I 339 

Aberdeen, OH 
Aberdeen, OH 

Conesville 15 

1 50 
150 

Coal 

J.M. Stuart 
J.M. Stuart 

Conesville, OH I 400 

2 (Note B) 
3 (Note B) 

Conesville 16 

Winfield, WV 
Moundsville, WV 

Coal 

867 
207 

Moundsville, WV 
Moundsville, WV 

770 
790 

Gas 
Coal 

Mitchell 
Muskinmm River 

Cheshire. OH I 1.319 

2 (Note D) 
1 

Gen. J.M. Gavin I 2 

Waterford, OH 
Waterford. OH 

Coal 

203 
210 

Cheshire, OH I 1,319 

New Haven, WV 

J.M. Stuart I 1 (NoteR) 

147 

Coal 

Philip Sporn 
Philip Sporn 

4 
.5 (Note E) 

New Haven, WV 
New Haven. WV 

Coal 
Coal 

148 
None 

Aberdeen. OH I 150 

Racine, OH 
New Richmond, OH 

J.M. Stuart I 4 (Note R)  

2.5 
52 

Coal 

W.C. Reckjord 
W a t erford 

Aberdeen, OH I 1.50 

6 (Note B) 
1-4 

John E. Amos I 3 (Note C) Coal 
Coal 
Coal Moundsville. WV I 207 
Coal Moundsville, WV I 206 

Mitchell I 1 (Note D) Coal 
Coal 
Coal Waterford. OH I 197 

MuskinrrumRiver I 2 Coal Waterford, OH I 197 
Coal 
Coal 
Coal Waterford. OH I 597 

Philiu Suorn 12 Coal 
Coal 
Coal 

Picwav 15 Coal Lockbourne, OH I 98 
Racine7 I 1-2 Hydro 

Coal 
Gas Waterford. OH I 830 

William H. Zimmer I 1 (Note R)  Coal Moscow, OH I 330 
Total Capacity (Note F) I 1 1,688 

Racine is a hydroelectric plant. AEPSC will file an application to transfer the license for Racine 7 

to AEP Generation Resources. 
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Note A 

Note B 

Note C 

Note D 

Note E 

Note F 

The Cardinal Plant consists of three coal-fired steam units, with Unit No. 1 
owned by Ohio Power and TJnit Nos. 2 and 3 owned by Buckeye Power, 
Inc. (“Buckeye”). 

The capacity shown reflects Ohio Power’s share of the pertinent unit, which 
it jointly owns with Duke Energy Ohio, LLC and Dayton Power and Light 
Co. The jointly-owned units are Conesville 4, Stuart 1-4, Beckjord 6, and 
Ziirimer 1 .* There are four sinall diesel units at the Stuart generating station 
with a total capacity of 10 MW, of which Ohio Power’s share is 2.4 MW. 

Ohio Power owns two-thirds and APCo owns one-third of Amos TJnit No. 
3. TJnder a proposed transaction for which Commission authority is being 
sought under FPA Section 203, Ohio Power’s interest in Amos TJnit No. 3 
would transfer to APCo immediately after closing of the instant 
Transaction, so that APCo would own all of Amos Unit No. 3. 

Under a proposed transaction for which Commission authority is being 
sought under FPA Section 203, Mitchell, which is currently wholly-owned 
by Ohio Power, would transfer to APCo and KPCo immediately after 
closing of the instant Transaction. 

Sporn TJnit 5 was retired on February 13, 2012. 

The capacity values shown on the above table are the values used for 
purposes of the Pool Agreement and may differ slightly from the summer 
seasonal values shown on the Appendix B submitted with AEP’s market- 
based rate filings. 

The generation units shown in the above table and Notes, together with associated 

interconnection facilities,’ constitute the “Facilities.” 

Ohio Power also has certain contractual entitlements to purchase power, which 

will transfer to AEP Generation Resources under the Transaction. Specifically, Ohio 

* In an order recently issued in Docket No. EC12-90, the Commission approved the transfer of 
Duke Energy Ohio’s interest in (i) the Beckjord plant to Duke Energy Beckjord, LLC, (ii) the Conesville 
plant to Duke Energy Conesville, L,L,C, (iii) the Zimmer plant to Duke Energy Zimmer, LLC, and (iv) the 
Stuart plant to Duke Energy Stuart, LLC. See Ciizergy ZZ, 140 FERC ¶ 61,180 at PP 4,7. 

Generation Resources are the transmission facilities associated with the generating plants located at or 
forming part of the generating plants. 

The limited, generation-related transmission assets to be transferred from Ohio Power to AEP 
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Power has a FERC-approved unit power purchase agreement with its affiliate AEP 

Generating Coinpany to purchase the output of the L,awrenceburg generating plant in 

Lawrenceburg, Indiana. In addition, Ohio Power has station agreements with Buckeye 

and its affiliates relating to the Robert P. Mone generating plant in Van Wert, Ohio and 

the Cardinal Plant, under which Ohio Power operates those generating plants and Ohio 

Power and Buckeye and its affiliates have certain rights to the capacity and energy of the 

plants. Finally, under the Inter-Company Power Agreement among Ohio Valley Electric 

Corporation (“OVEC”) and its sponsoring companies (including Ohio Power), Ohio 

Power has certain rights to purchase power from generating resources owned by OVEC. 

These contractual entitlements will transfer to AEP Generation Resources. 

Ohio Power has also entered into contracts to purchase renewable power from 

certain wind and solar generation facilities. Such renewable energy purchase agreements 

will not be transferred to AEP Generation Resources.” 

Ohio Power also owns about 8,900 circuit miles of transmission lines, and about 

45,400 miles of distribution lines. Ohio Power’s transmission facilities are part of the 

AEP East Zone of the AEP Transmission System. Ohio Power’s transmission facilities 

are under the operational control of PJM, and transmission service is provided over such 

facilities by PJM pursuant to the PJM Open Access Transmission Tariff (“PJM OATT”). 

In addition to its AEP System interconnections, Ohio Power is interconnected with 

several unaffiliated utility companies. 

The Ohio Commission concluded that because state-imposed renewable energy obligations will 10 

stay with Ohio Power, the renewable energy purchase agreements (including the renewable energy 
credits) should stay with Ohio Power. Ohio Corporate Separation Order at P 35. 
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AEP Generation Resources is an indirect, wholly -owned subsidiary of AEP. AEP 

Generation Resources was forrned on December 8,201 1, as a direct subsidiary of Ohio 

Power for the purposes of owning and operating the generating assets of Ohio Power 

(which is itself a direct, wholly-owned subsidiary of AEP). Pursuant to the Transaction, 

AEP Generation Resources will acquire the generation units and associated 

interconnection facilities, as we11 as other generation-related assets, currently owned by 

Ohio Power, as described in Part 111, below. Upon closing of the proposed Transaction, 

and after a series of Transaction steps described in Part III.A, below, AEP Generation 

Resources will still be an indirect, wholly-owned subsidiary of AEP, but it will no longer 

be in the chain of ownership of Ohio Power. Thus, the Transaction will achieve 

structural corporate separation of Ohio Power’s generation and marketing businesses 

from its transmission and distribution businesses. The Applicants anticipate that at the 

time of the Transaction, AEP Generation Resources will be a public utility and will have 

authority from the Coinrnission to make wholesale power sales at market-based rates. 

Pursuant to an Electric Security Plan approved by the Ohio Commission, during a 

transition period from the closing of the Transaction through May 31,2015, AEP 

Generation Resources will sell capacity and energy under the PSA, a partial requirements 

wholesale agreement with Ohio Power. The PSA will allow Ohio Power to serve 

Standard Service Offer (“SSO”) customers, i.e., those Ohio Power retail customers that 

are not being served by a C W S  provider during a transition period that will end on May 

31,2015. During this period, a portion or all of the energy for SSO customers will be 

procured by Ohio Power through competitive energy auctions. Therefore, under the 
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PSA, AEP Generation Resources will provide the capacity to meet Ohio Power’s FRR 

obligations, but only a portion of the energy for SSO customers. Starting on June 1, 

2015, any customer load that is not being served by a CRES provider will be served by 

winning bidders of a competitive bidding process for both capacity and energy. The PSA 

is the subject of a Section 205 application being filed contemporaneously herewith. 

During and after the transition period, AEP Generation Resources will also make 

sales at market-based rates pursuant to its market-based rate authority. As indicated 

above, AEP Generation Resources will not be a party to the Pool Agreement or to the 

Power Coordination Agreement among the generation-owning AEP East operating 

companies. 

AEP Generation Resources will, of course, be part of the AEP corporate family 

and, as such, it may engage in transactions with its utility affiliates and obtain certain 

services from AEPSC. Such transactions will cornply with the Commission’s applicable 

affiliate rules, except to the extent the Cornrrlission has granted a waiver therefrom. 

B. 

The Transaction is being undertaken by Ohio Power pursuant to Ohio 

Retail Regulatory Structure in Ohio 

restructuring law and has been approved by the Ohio Commission. Ohio Power’s 

corporate separation plan is a cornerstone requirement of a broader Ohio Cornmission- 

approved Electric Security Plan that will implement full market-based pricing of 

generation service for retail customers in Ohio after a brief transition period. 

Ohio Power is a public utility under Ohio state law subject to the jurisdiction of 

the Ohio Commission pursuant to Ohio Rev. Code Ann. $8 4905.02 and 4905.03(A)(3). 
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In addition, it is an electric supplier under 0 4933.81(A) with the right and authority to 

provide electric service granted by Ohio Rev. Code Ann. 03 4933.81 through 4933.84. 

In 1999, Ohio enacted legislation, Senate Rill 3 (“SR 3”), to restructure the state’s 

electric industry by providing for Competitive Retail Electric Service. SB 3 permitted 

retail customers to choose their electricity suppliers beginning January 1, 2001. It also 

mandated that electric utilities supplying both competitive and non-cornpetitive retail 

electric service implement and operate under an Ohio Commission-approved corporate 

separation plan. Pursuant to SB 3, the Ohio Cornmission adopted corporate separation 

rules which also required each Ohio electric utility providing both competitive and non- 

competitive retail electric service to file with the Ohio Commission a proposed corporate 

separation plan. Those rules were revised and re-codified after Ohio enacted Senate Bill 

221 in 2008, which significantly changed the state regulatory structure for Ohio utilities 

and established new policies for advanced and renewable energy resources; however, the 

rules still include the requirement to file and follow a corporate separation plan.I2 

On March 30, 2012, Ohio Power filed a modified Electric Security Plan (“ESP”) 

that set out the contours of Ohio Power’s plan for transitioning to full retail competition 

in Ohio. Among other things, the modified ESP described Ohio Power’s proposal for full 

corporate separation under which Ohio Power’s generation facilities would be separated 

from its transmission and distribution facilities. In the Ohio Cornmission ESP Order, the 

“ S e e  Ohio R.C. 0 4928.17(A). 

The rules are currently codified at Chapter 4901:l-37, Ohio Admin. Code. See also I n  Re 
Adoption of Rules f o r  Standard Service Offer, Corporate Separation, Reasonable Arrangements, and 
Transnzission Riders f o r  Electric [Jtilities Pursiiant to Sections 4928.14, 4928.17 arid 490.5.31, Olzio Rev. 
Code, as Amended by Amended Scibstitute Senate Bill No. 221, Case No. 08-777-EL-ORD, Finding and 
Order (Sept. 17,2008), and Entry on Rehearing (Feb. 1 1,2009). 
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Ohio Commission found, subject to its approval of the corporate separation plan, that 

Ohio Power “should divest its generation assets from its noncompetitive electric 

distribution assets by transfer to its separate competitive retail generation subsidiaiy, 

GenResources [refeil-ed to in this Application as AEP Generation Resources], as 

represented in this modified ESP.” Ohio Commission ESP Order at 59. 

Also on March 30,2012, Ohio Power filed an application for approval to amend 

its corporate separation plan. The Ohio Commission approved that plan in the Ohio 

Commission Corporate Separation Order issued on October 17,201 2. In that order, the 

Ohio Commission concluded: 

With the imposition of the above conditions, the [Ohio] 
Commission believes that the necessaiy safeguards are in 
place to ensure that the statutory mandates pertaining to [Ohio 
Power’s] transfer of generating assets and structural corporate 
separation are followed and that the policy of the state is 
effectuated. We conclude that [Ohio Power’s] proposed 
structural corporate separation and amended corporate 
separation plan are in compliance with [applicable Ohio laws] 
and should be approved. 

Ohio Commission Coi-porate Separation Order at 25. Copies of the Ohio Commission 

ESP Order and the Corporate Separation Order are included with Exhibit L hereto. 
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11. 

A. escription of the 

The principal purpose of the Transaction is to effect full structural coi-porate 

separation of Ohio Power’s generation and marketing businesses, on the one hand, from 

its transmission and distribution businesses, on the other, consistent with Ohio’s 

corporate separation mandate. The Transaction is a fundamental requireiiient of an Ohio 

Commission-approved plan that will lead to full market-based pricing of generation 

seivice for retail customers and will promote retail shopping in Ohio. l 3  

Pursuant to the Transaction, transiiiission and distribution-related assets of Ohio 

Power will remain in Ohio Power, which will essentially be a wires-only coinpany upon 

closing, as more fully described below. Ohio Power’s existing generation units and 

contractual entitlements, fuel-related assets and contracts, and other assets related to the 

generation business will be transferred at net book value to AEP Generation Resources, a 

wholly-owned subsidiaiy of Ohio Power. l 4  The Ohio Coinmission expressly approved 

the transfer at net book value, i-uling “we agree that it is appropriate for [Ohio Power] to 

transfer the assets at net book value and note that this approach is consistent with our 

l 3  As noted above, the Coinmission has previously approved structural corporate separation 
transactions involving other major Ohio utilities, FirstEnergy and Duke Energy Ohio. See FirstEnergy 
Cory., 94 FERC 1 6 1,179 (200 1) (fossil/hydro assets); FirstEizergy Cory., 1 12 FERC 1 6 1,243 (2005) 
(nuclear assets); Cinergy 11, 140 FERC 11 61,180. Further, the Coinmission has approved numerous 
similar transactions involving state-mandated corporate restructuring to separate generation from wires 
and promote retail competition. See, cg. ,  Pub. Sew. Elec. & Gas Co., 88 FERC 1 61,299 (1999); 
Baltinzove Gas & Elec. Co., 90 FERC 7 62,222 (2000). 

agreements to AEP Generation Resources. That way, the renewable energy credits associated with those 
agreements will stay with Ohio Power, which will remain subject to state-imposed renewable energy 
obligations. See Ohio Coinmission Corporate Separation Order at P 35. 

As noted in Part II.A.2, above, Ohio Power does not plan to transfer its renewable purchase 14 
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recent decision in the Duke case, and the [Ohio] Commission’s decision in the 

Company’s prior corporate separation case . . ., although the request was subsequently 

withdrawn.” Ohio Cornmission Corporate Separation Order at P 42 (internal citations 

omitted). AEP Generation Resources will also assume at closing the liabilities associated 

with the transferred assets.I5 

The long-term indebtedness of Ohio Power is composed of general obligations 

that are not secured by the generation assets being transferred to AEP Generation 

Resources or by any other assets of the company. This unsecured, long-term 

indebtedness currently consists of two types: senior notes (“Senior Notes”) and pollution 

control revenue bonds (“PCRBs”). 

In order to manage debt maturities before the closing of the Transaction, Ohio 

Power may issue new notes to AEP and use the proceeds to repay those debt maturities in 

the normal course of business. The notes would be subject to approval by the Ohio 

Comnlission. 

It is intended that PCRBs that have tender dates prior to the closing of the 

Transaction will be transfeixed by Ohio Power to AEP Generation Resources as soon as 

practicable after closing in the following manner: AEP Generation Resources, or its 

holding company, would reissue new, separate PCRBs in its own name and use the 

proceeds to redeem the existing PCRBs, releasing Ohio Power from any further 

obligation for those PCRBs. The Applicants would expect the transfer of those PCRBs to 

be completed within six months of the closing of the Transaction. The Applicants also 

All liabilities associated with the assets being transferred will be assumed by AEP Generation 15 

Resources, including the retired plants and the liabilities associated with the retired plants. 
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intend that PCRRs that have tender dates after the closing of the Transaction would 

transfer to AEP Generation Resources in the manner described above on or about their 

tender dates. l6  AEP Generation Resources would be made contractually responsible for 

costs of carrying the transferring PCRRs after closing of the Tran~action.’~ This 

arrangement is consistent with the Ohio Corninission’s ruling (at pages 17-18) in the 

Ohio Commission Corporate Separation Order. 

The proposed Transaction includes several steps, each of which will occur one 

after another at closing. Consistent with Ohio Power’s Ohio Cominission-approved 

corporate separation plan, the Facilities will transfer from Ohio Power to AEP Generation 

Resources. The following three steps will comprise the transfer from Ohio Power to AEP 

Generation Resources: First, Ohio Power will contribute its generating units, generation- 

related assets and the associated liabilities to its direct, wholly-owned subsidiary, AEP 

Generation Resources. Next, Ohio Power will distribute its shares of AEP Generation 

Resources to AEP, the parent company. l 8  Finally, AEP will contribute all of the stock of 

AEP Generation Resources to a wholly-owned subsidiary holding company. This 

intermediate holding company will be a direct subsidiary of AEP and thus in a separate 

l6  As described in a Section 203 application being filed contemporaneously herewith, PCRBs 
associated with Ohio Power’s interests in Amos Unit No. 3 and the Mitchell generating station would be 
further transferred to APCo and KPCo. 

If AEP Generation Resources did not have a waiver from the requirements of FPA Section 204, 
AEP Generation Resources would seek approval under FPA Section 204 for the above-described 
securities issuances, as appropriate. 

Nonetheless, to the extent Section 203(a)(2) is triggered, Section 33.l(c)(2)(iii) provides a blanket 
authorization for a holding company to acquire any security of a subsidiary company within the holding 
company system. 18 C.F.R. 9 33.l(c)(2)(iii). 

The Applicants do not believe that this intermediate step triggers FPA Section 203(a)(2). 
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chain of ownership from the wires company, Ohio Power, thereby structurally separating 

Ohio Power from AEP Generation Resources in AEP’s corporate structure, as shown in 

the post-Transaction organizational chart in Exhibit C. l9 

The Applicants intend to close the Transaction on or about December 31,2013. 

The Applicants request that the Commission approve the Application without a hearing 

within the statutorily-prescribed period of 180 days from the date of filing of the 

Application. 

B. 

The jurisdictional facilities that will be transferred to AEP Generation Resources 

Jurisdictional Facilities to be Transferred 

are: (1) the Facilities;20 (2) the Cardinal station operating agreement between Ohio Power 

and Buckeye;21 and (3)  the Wheeling Contract, but only if the APCoNheeling merger 

does not close at the same time as the Transaction closes.22 Following the closing of the 

l9  As described in a separate application under FPA Section 203 being filed contemporaneously 
herewith, immediately after closing of the Transaction, APCo will obtain the transferred interest in Unit 
No. 3 of the Amos generating plant and appurtenant interconnection facilities and related assets and 
liabilities (APCo already owns the remaining interest in Amos Unit No. 3) and a 50% undivided interest 
in the Mitchell generating plant and appurtenant interconnection facilities and related assets and liabilities 
(collectively, “Mitchell”), and KPCo will obtain the remaining 50% undivided interest in Mitchell. This 
Transaction is not, however, contingent upon the transfer of those interests to APCo and KpCo. 

lo The disposition by Ohio Power of its generation units and related jurisdictional assets requires 
prior approval of the Commission under Section 203(a)( l)(A), 16 U.S.C. 5 824b(a)( l)(A). The transfer of 
the generating units to AEP Generation Resources (which will be a public utility at the time of the 
Transaction) requires prior approval of the Commission under Section 203(a)( 1)(D), 16 U.S.C. 
§ 824b(a)(l)(D). 

” The Ohio Power Company First Revised Rate Schedule FPC No. 69 was accepted for filing by 
letter orders dated October 1.5, 2004, and November 30, 2004, in Docket No. ER04-1141. Under the 
Cardinal operating agreement, Ohio Power operates the Cardinal station, including Unit Nos. 2 and 3, 
which are owned by Buckeye. 

by letter order issued on January 8,  2010 in Docket No. ER10-275. As noted above, Ohio Power provides 
wholesale requirements service to its affiliate, Wheeling, under the Wheeling Contract. In a separate 
Section 203 filing being made contemporaneously herewith, approval is being sought for a transaction 
under which Wheeling would merge with and into APCo, with APCo being the surviving company. The 

The Ohio Power Company First Revised Rate Schedule FERC No. 18 was accepted for filing 

(continued) 
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Transaction, AEPSC will file with the Commission any necessary notices of succession 

and/or termination of then-effective Ohio Power rate schedules that will be affected by 

the Transaction. 

C. Contracts Related to the Transaction 

Exhibit I to this Application contains the form of the Asset Contribution 

Agreement between Ohio Power and AEP Generation Resources. The distribution by 

Ohio Power to AEP of the shares of AEP Generation Resources, and the contribution of 

such shares from AEP to an inteririediate holding company, will be carried out pursuant 

to board resolutions. Consent and assignment agreements with third parties to effect 

certain of the transfers described in Part 1II.B above will be executed in the future. 

IV. THE TRANSACTION IS CONSISTENT WITH THE PUBLIC INTEREST 

Section 203 of the FPA provides that the Commission will authorize a proposed 

transaction under Section 203 if it determines that the transaction “will be consistent with 

the public interest.”23 The Commission has historically reviewed three factors when 

evaluating proposed transactions under the Section 203 public interest standard: (i) the 

effect on competition, (ii) the effect on rates, and (iii) the effect on regulation.24 

Additionally, Section 203(a)(4) states that the Commission must approve a proposed 

Wheeling Contract will terminate upon closing of that merger transaction, which is anticipated to occur at 
the same time as closing of the instant Transaction. AEP Generation Resources will assume Ohio 
Power’s obligations under the Wheeling Contract only if the APCoNheeling merger does not close 
contemporaneously with the Transaction, and then only until the APCoNheeling merger is effected, at 
which time the contract will terminate. 

l3 16 U.S.C. 8 824b(a)(4). 

21 Revised Filing Requirements Under Part 3.3 of the Commission’s Regulations, Order No. 642, 
65 Fed. Reg. 70983 (Nov. 28, 2000), FERC Stats. & Regs. I[ 31,111 at 31,872-73 (2000) (“Order No. 
642”); order on relz’g, Order No. 642-A, 94 F%RC 11 61,289 (2001). 
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transaction if it finds that, in addition to being in the public interest based on the three 

factors above, it “will not result in cross-subsidization of a non-utility associate company 

or the pledge or encumbrance of utility assets for the benefit of an associate company, 

unless that cross-subsidization, pledge, or encumbrance will be consistent with the public 

interest.”25 As shown below, the Transaction is consistent with the public interest under 

the Commission’s applicable standards. 

A. 

Order No. 642 identifies two types of analyses relevant to determining whether a 

No Adverse Effect on Competition 

transaction subject to Cornmission approval under Section 203 may pose potential 

adverse effects on competition: horizontal market power analysis and vertical market 

power analysis.26 The Cornmission consistently has held that internal corporate 

reorganizations that combine assets within the corporate family do not have adverse 

effects on c~mpe t i t i on .~~  That is the case here. 

1. No Adverse Effect on Horizontal Competition 

The Transaction will not have an adverse effect on horizontal competition. No 

generation will enter (or leave) the AEP corporate family as a result of the Transaction. 

l5 16 U.S.C. 3 824b(a)(4). 

26 Order No. 642 at 3 1,872. 
l7 See Amererz Corp., 131 FERC q[ 61,240 at P 18 (2010) (“Amererz”) (finding that showing has 

been made that there will be no adverse effect on horizontal competition when the transaction involves an 
intra-corporate transfer of generating assets); Cinergy Corp., 126 FERC ‘j 61,146 at P 32 (2009) 
(“Ciizergy l”) (“Consistent with our precedent, we find that the Proposed Transaction is an internal 
corporate reorganization that will have no adverse effect on competition.”) (citing Calpiiie Power Setvs. 
Co., 92 FERC ‘j 61,150 at 64,187-88 (2000); PP&L Res., Inc., 90 FERC ’][ 61,203 at 61,649 (2000) 
(finding that a transaction that realigns assets under the same parent company will not change the 
concentration of generation ownership in the market and thus will not have an adverse effect on 
horizontal competition); Alleglzeny Energy Siq7pZy Co., 89 FERC ‘j62,063 at 64,105 (1999)); see also 
Order No. 642 at 3 1,902. 
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Therefore, the Transaction cannot have a concentrating effect under the Commission’s 

horizontal market power analysis, because the corporate family is treated as a single 

entity for purposes of that analysis.28 Further, the Commission’s regulations state that 

such an analysis is required “if, as a result of the proposed transaction, a single corporate 

entity obtains ownership or control over the generating facilities of previously 

unaffiliated merging en ti tie^."'^ Here, such an analysis is not required because no entity 

will take ownership or control of previously unaffiliated generation. In short, the 

Transaction will not affect horizontal ~ompetition.~’ 

2. No Adverse Effect on Vertical Competition 

The Transaction likewise will not have an adverse effect on vertical competition. 

The Commission’s regulations state that a vertical market power analysis is required “if, 

as a result of the proposed transaction, a single corporate entity has ownership or control 

over one or more merging entities that provides inputs to electricity products and one or 

more merging entities that provides electric generation products.yy31 No such analysis is 

required here because the Transaction is internal and will not result in the AEP corporate 

See Am. Elec. Power Seiv. Corp., 100 FERC ’][ 61,346 (1999) (finding that “transfers that 
realign facilities under the same parent company generally will not change the concentration of generation 
ownership in the market” and thus do not raise competitive concerns). In that 1999 order, the 
Commission approved a proposed transaction - like the instant Transaction - under which Ohio Power 
would structurally separate its generation and marketing businesses from its transmission and distribution 
businesses. However, that transaction was not consummated. 

29 18 C.F.R. 9 33.3(a)(1). 

30 As may be required under the Commission’s regulations, following the closing of the 
Transaction and the related transactions, AEPSC will submit in the various AEP market-based rate 
dockets a notice of change in status that discusses the impact of the transactions on the AEP East utilities’ 
market-based rate authority. 

18 C.F.R. 9 33.4. 3 1  
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family owning or controlling any new entities that provide inputs to electricity products 

or electric generation products.32 Further, the Transaction does not involve the transfer of 

transmission facilities, except limited facilities needed to connect the generating units to 

the grid. AEP Generation Resources will own no transinission facilities except those 

limited facilities. Moreover, Ohio Power has turned over operational control of its 

transrrlission facilities to PJM, and wholesale transmission service over such facilities 

will continue to be provided pursuant to the rates and ternis of the PJM OATT on file 

with the Commission, eliminating any concern about transnlissiori-related vertical market 

power.33 Consequently, the Transaction raises no vertical market power issues. 

B. 

In assessing the effect that a proposed transaction could have on rates, the 

No Adverse Effect on Rates 

Commission’s primary concern is “the protection of wholesale ratepayers and 

transmission ~ustorriers.”~~ There will be no adverse impact on wholesale power 

customers or transmission customers as a result of the Transaction. 

32 See Ainereiz, 13 1 FERC f 6 1,240 at P 18 (finding that internal corporate reorganization 
transaction creates no new vertical combinations of assets and thus does not raise any vertical market 
power concerns). 

because the Proposed Transaction is an internal corporate reorganization and because operational control 
of Duke Ohio’s transmission facilities has been turned over to PJM, the Proposed Transaction will have 
no adverse effect on horizontal or vertical competition.”); EDG Dev., Zizc., 126 FERC I[ 61,141 at P 2.3 
(2009) (“Turning over operational control of transmission facilities to an independent entity mitigates any 
concerns about transmission-related vertical market power because it eliminates a company’s ability to 
use its transmission system to harm competition.”) (citing cases); Okla. Gas & Elec. Co., 124 FERC 
I[ 61,239 at P 57 (2008) (“[Tlurning over functional control of an applicant’s transmission facilities to a 
Commission-approved RTO mitigates vertical market power concerns.”). 

(1998). 

See Ciizergy ZZ, 140 FERC f61,180 at P 37 (“Consistent with our precedent, we find that, 33 

See New Englaizd Power Co., 82 FERC I[ 61,179 at 61,659, order 017 reh’g, 83 FERC f 61,275 34 
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The Commission typically addresses this prong of its Section 203 analysis by 

reviewing the potential impact of a transaction on wholesale requirements custorners 

served under cost-based contracts with forinulaic provisions that automatically would 

track changes in costs resulting from the Transaction. The CoIrimission typically does 

not focus on market-based rate sales or sales under cost-based arrangements that require 

separate filings to adjust the rates. The Commission also takes account of any proposal 

by applicants to mitigate any potential adverse rate impacts on wholesale cu~ to rne r s .~~  

As described below, the Transaction will not cause any adverse impact on 

wholesale custorriers. Consistent with Conirnission policy and precedent under FPA 

Section 203, Ohio Power commits to hold its wholesale transmission customers harrnless 

from any transaction costs related to the Transaction for a period of five years following 

the closing date of the Tran~ac t ion .~~  To the extent the Wheeling Contract remains 

effective after closing of the Transaction, AEP Generation Resources commits to hold 

Wheeling harrnless from any transaction costs related to the Transaction until the earlier 

of five years following closing or the date on which the Wheeling Contract terminates. 

1. Wholesale Power Rates 

a. Ohio Power currently has only one cost-of-service wholesale power sales 

agreement. That agreement, the Wheeling Contract, is with its affiliate, Wheeling. As 

35 Inqiiiiy Concerning tlze Cornmission 's Merger Policy IJnder the Federal Power Act: Policy 
Statement, Order No. 592, 61 Fed. Reg. 68,595 (Dec. 30, 1996), FERC Stats. & Regs. 9 3 1,044 at 
30,123-24 (1996); order on recoizsideratioiz, Order No. 592-A, 79 FERC 9 61,321 (1997). 

with respect to transaction-related costs and observing that if the applicants seek to recover transaction- 
related costs during that period, they must specifically identify the costs they are seeking to recover and 
demonstrate that those costs are exceeded by the savings produced by the transaction). 

See Cinergy ZI, 140 FERC 9 61,180 at P 44 (accepting five-year hold harmless commitment 36 
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explained above, AEPSC, on behalf of APCo and Wheeling, is filing with the 

Commission contemporaneously herewith an application under FPA Section 203 seeking 

approval for a transaction under which Wheeling would merge with and into APCo, with 

APCo being the surviving company. 

The Applicants anticipate that the APCo/Wheeling merger will close at the same 

time as the transaction under which APCo will obtain the transferred interest in the Amos 

generating plant and Mitchell generating plants, as discussed above. If that is the case, 

AEP Generation Resources will not assume Ohio Power’s obligations under the 

Wheeling Contract because that contract will be terminated. If, however, AEP 

Generation Resources does assume Ohio Power’s obligations under the Wheeling 

Contract, the non-fuel components of that contract are fixed. Therefore, the Transaction 

would have no automatic impact on the non-fuel charges under the contract; to change 

those charges, AEP Generation Resources would need to make a filing with the 

Corrimission under FPA Section 20.5. Wheeling’s fuel charges under the Wheeling 

Contract will reflect the actual cost of the fuel consumed to serve its load. 

b. As discussed above, contemporaneously with filing of this Section 203 

application, AEPSC has filed an application under FPA Section 205 providing for the 

termination of the Pool Agreement and proposing a Power Coordination Agreement 

among APCo, I&M and KPCo. Because the existing Pool Agreement will have 

terminated contemporaneously with consurrimation of the instant Transaction, the 

Transaction will riot affect the rates of or charges to other Pool Agreement rnernbers or 

their respective wholesale customers. Moreover, the Power Coordination Agreement will 
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be subject to the Comnlission’s review and approval in the related Section 205 

proceeding. 

2. ~ E ~ C - ~ u r i s ~ i c t i o n a l  Transmission 

Ohio Power will not transfer any transmission facilities in connection with the 

Transaction, except limited facilities needed to connect the generating units to the grid.37 

No transmission facilities that are part of the bulk transmission system or included in 

transmission ratebase will be transferred. 

Ohio Power has turned over operational control of its transmission facilities to 

PJM, and wholesale transmission service over such facilities will continue to be provided 

pursuant to the rates and terms of the OATT on file with the Commission. Ohio Power is 

currently a member of the AEP pricing zone under the PJM OATT. The AEP 

transmission zone rates are derived under a Commission-approved formula rate that 

tracks the costs of each of the transmission-owning AEP East companies. By letter order 

issued October 1, 2010, in Docket No. ER08-1329, the Coriimission approved a 

settlement that disposed of all issues relating to the formula rate;38 the new formula rate 

was put in effect on June 1, 2010. 

In addition, on April 21,2011, in Docket No. ERlO-355, the Cornmission 

approved a settlement agreement that included a formula rate for the “AEP East 

Transrnission Coriipanies” and the “AEP SPP Transrnission Corr~panies.~’~~ These 

37 As noted above, the limited, generation-related transmission assets to be transferred from Ohio 
Power to AEP Generation Resources are the transmission facilities associated with the generating plants 
located at or forming part of the generating plants. 

An?. Elec. Power Sew. Corp., 133 FERC ‘I[ 61,007 (2010). 38 

39 AEP Appnlaclziaiz Trarzsinission Co., Inc., 135 FERC ¶ 61,066 (201 1). 
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entities are transmission-owning public utility subsidiaries of AEP Transmission 

Company, LLC, which AEP established to develop, construct, own and operate 

transmission facilities that will be interconnected to existing AEP operating coinpanies’ 

facilities within the PJM and SPP RTO regions. 

a. The Transaction will not have an adverse impact on transmission customers 

within the AEP pricing zone of the PJM OATT. The rates for such customers are derived 

from a cost-of-service formula. The only cost component of the forrriula that could 

conceivably be affected by the Transaction is the Ohio Power equity ratio used for 

determining the overall AEP return on equity component, because following closing of 

the Transaction, Ohio Power will have a different capital structure than it has now. 

However, Ohio Power’s equity ratio - and thus its cost of capital - will not increase as a 

result of the Transaction; therefore, to the extent there is any effect on transmission rates, 

the Transaction will cause them to decrease. Consequently, there will not be any adverse 

impact on wholesale customers taking service under the PJM OATT. 

In addition to wholesale customers that take service under the PJM OATT, AEP 

retail customers in two jurisdictions - Ohio and Virginia - are billed (by Ohio Power and 

APCo) transmission costs based on the revenue requirement calculated under the AEP 

East forrriula rate in the PJM OATT. For the reason discussed in the preceding 

paragraph, to the extent such customers’ rates will be affected by the Transaction, they 

will decrease. Accordingly, such customers likewise will not be adversely affected by 

the Transaction. The transmission component of the retail rates in jurisdictions other than 

Ohio and Virginia will be unaffected by the Transaction. 
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b. The formula rate in the AEP East Transmission Companies’ and AEP SPP 

Trarisinission Companies’ settlement approved in Docket No. ERlO-355 is virtually 

identical to the forrnula in the settlement approved in Docket No. ER08-1329.40 The 

formula rate for these standalone cornpariies (i.e., the AEP East and AEP SPP 

Transrnission Companies) will not be affected by the Transaction. 

3. Retail Rates 

The Ohio legislature and the Ohio Coinrnission have mandated that Ohio utilities 

separate their generation and marketing businesses from their transmission and 

distribution businesses. The Transaction is being undertaken in compliance with this 

mandate. Any impact on retail customers from the separation of Ohio Power’s 

generation and related assets has been carefully reviewed and considered by the Ohio 

Cornmission, which has approved the Transaction. Further, because Ohio has retail 

choice, ratepayers are protected by their ability to choose an alternative supplier. Indeed, 

the very purpose of the Ohio Commission-approved restructuring is to promote retail 

choice. 

C. No Adverse Effect on Regulation 

The Transaction will not have an adverse impact on regulation, at either the 

federal or state level. 

The Transaction will not dirrliriish the Comrrlission’s regulatory authority. Ohio 

Power will remain a “public utility” as defined in FPA Section 201(e)4’ and will continue 

40 Cotnpnre AEP Appnlnclzimi Trnnsnzission Co., h c . ,  13.5 FERC (I[ 61,066 (201 1) with Am. Elec. 

4’ 16 U.S.C. 5 824(e). 

Power Serv. Cor!?., 133 FERC 4[ 6 1,007 (20 10). 
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to be subject to the Cornmission’s Federal Power Act jurisdiction. AEP Generation 

Resources will also be a “public utility” and will be subject to regulation by the 

Commission. Further, the Cornmission will have jurisdiction over wholesale sales from 

the Facilities after the Transaction closes. Accordingly, the Transaction will have no 

adverse effect on federal regulation. 

The Transaction also will not adversely affect state regulation. The Transactiori is 

being undertaken in furtherance of state restriicturing laws and policies, which require 

corporate separation, and has already been approved by the Ohio Commission. 

Moreover, Ohio Power will continue to be subject to regulation as an electric distribution 

utility by the Ohio Commission after the Transaction closes. Accordingly, the 

Transaction will not have an adverse effect on state reg~lation.‘~ 

D. No Inappropriate Cross-Subsidization or the Pledge or Encumbrance 
of ‘IJtility Assets 

Under the Energy Policy Act of 2005 amendments to FPA Section 203 and the 

Commission’s implementing regulations adopted in Order No. 669, an applicant must 

provide assurance that the proposed transaction will not result in cross-subsidization of a 

non-utility associate corripany or a pledge or encumbrance of utility assets for the benefit 

of an associate company, unless that cross-subsidization, pledge, or encumbrance will be 

consistent with the public intere~t.‘~ In Order Nos. 669, 669-A and 669-R,“ the 

” See Madison Gas & Elec. Co., I06 FERC 41 41,098 at P 20 (2004) (noting that regulatory harm 
will not occur with FERC having jurisdiction over wholesale sales and the state commission having 
,jurisdiction over the facilities being transferred); Texas-New Mexico Power Co., 105 R R C  ‘j[ 61,028 at 
P 22 (2003) (stating general FERC policy to defer state regulatory matters concerning disposition of 
facilities to state commissions that have regulatory authority over such matters). 

43 FPA Section 203(a)(4), 16 U.S.C. 8 824b(a)(4). 
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Cornrrrission established a four-factor test that applicants must satisfy to address the 

concerns identified in FPA Section 203 regarding any possible cross-subsidization or 

pledge or encumbrance of utility assets associated with a proposed transaction. TJnder 

this test, the Coinriiission examines whether a proposed transaction results in, at the time 

of the transaction or in the future: 

(A) Any transfer of facilities between a traditional public 
utility associate company that has captive customers or that 
owns or provides trarisrrrission service over jurisdictional 
transinission facilities, and an associate company; 

(B) Any new issuance of securities by a traditional public 
utility associate company that has captive customers or that 
owns or provides transmission service over jurisdictional 
transmission facilities, for the benefit of an associate 
company; 

(C) Any new pledge or encumbrance of assets of a traditional 
public utility associate company that has captive customers or 
that owns or provides transmission service over jurisdictional 
transmission facilities, for the benefit of an associate 
company; or 

(D) Any new affiliate contract between a non-utility associate 
company and a traditional public utility associate company 
that has captive customers or that owns or provides 
transmission service over jurisdictional transmission 
facilities, other than non-power goods and services 
agreements subject to review under [FPA] sections 205 and 
206.45 

.w Transactions Subject to FPA Section 20.3, Order No. 669, 7 1 Fed. Reg, 1348 (Jan. 6, 2006), 
FERC Stats. & Regs. ‘I[ 31,200 at PP 91, 166, 193 (2005) (“Order No. 669”), order on relz’g, Order No. 
669-A, 71 Fed. Reg. 28,422 (May 16, 2006), FERC Stats. &. Regs. ‘I[ 31,214 (2006) (“Order No. 669-A”); 
order on relz’g, Order No. 669-B, 71 Fed. Reg. 42,579 (July 27, 2006), FERC Stats. & Regs. ‘I[ 31,225 
(2006) (“Order No. 669-B”). 

18 C.F.R. 3 33.2(j)( I)($. 45 
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As required by Order Nos. 669-A and 669-B,46 Applicants provide below a 

detailed showing regarding each of these factors, based on facts and circumstances that 

are known to the Applicants or are reasonably foreseeable. 

Transfers of Facilities 

The transfer of jurisdictional facilities pursuant to the Transaction will not result in 

any irnproper cross--subsidization of a non-utility affiliate. The Transaction is an internal 

corporate restructuring that involves the transfer of generating units and generation- 

related assets from Ohio Power, a traditional public utility, to its affiliate, AEP 

Generation Resources, which will also be a public utility when the Transaction closes, 

although not a traditional one. As explained above, the Transaction is being undertaken 

pursuant to Ohio restructuring law and is consistent with state regulatory objectives to 

(i) separate generation functions from transinission and distribution functions for Ohio 

electric utilities, (ii) transition to full market-based pricing of generation service for retail 

customers, and (iii) promote retail shopping in Ohio. The Transaction has been approved 

by the Ohio Commission, which has found that it is in the public interest. 

The transfer of facilities frorn Ohio Power to AEP Generation Resources will not 

have an adverse effect on Ohio Power’s ratepayers. As noted above, the Transaction is 

part of a state-approved plan to transition to fully-competitive markets in Ohio. Retail 

customers are also protected by having the right to choose an alternative supplier. 

Further, Ohio Power’s transmission rates will not increase as a result of the Transaction, 

and in any event Ohio Power has made the “hold harmless” commitment described 

Order No. 669-A at P 144; Order No. 669-B at P 49. 46 
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above. Other than Ohio Power, no traditional utility will transfer any facilities in 

connection with the Transaction. 

New Issuance of Securities 

Ohio Power will not issue new securities in connection with the Transaction, at the 

time of the Transaction or in the future. There are no other traditional utilities involved 

in the Transaction. 

New Pledge or Encumbrance 

Ohio Power will not enter into any new pledge or encumbrance of its assets in 

connection with the Transaction, at the time of the Transaction or in the future. There are 

no other traditional utilities involved in the Transaction. 

New Affiliate Contracts 

Ohio Power will enter into the Asset Contribution Agreement in connection with 

the Transaction, the form of which is attached in Exhibit I to this Application. 

Ohio Power will also enter into the PSA, which is a short-term wholesale 

requirements power sales agreement between AEP Generation Resources, as seller, and 

Ohio Power, as purchaser, during the transition period. The PSA is an integral part of 

Ohio restructuring, and the fundamental framework of that contract has been approved by 

the Ohio Commission. The PSA is subject to review and authorization by the 

Conirnission under FPA Section 205, and the Section 205 filing is being made 

contemporaneously herewith. 

AEP Generation Resources will not be a party to the Power Coordination 

Agreement among APCo, I&M, and KPCo, which will be subject to the Commission’s 

separate review and authorization under a Section 205 that is being made 
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contemporaneously herewith. Ohio Power and AEP Generation Resources will enter the 

Bridge Agreement with APCo, KPCo, and I&M to address transition issues associated 

with termination of the Pool Agreement, such as how the AEP companies will meet their 

FRR capacity obligations through May 31,2015, and how they will address existing 

marketing and trading arrangements with third parties. That agreement also is subject to 

review and authorization by the Commission under FPA Section 20.5, and the Section 205 

filing is being made contemporaneously herewith. 

The Applicants do not contemplate entering into any other affiliate contracts 

related to the Transaction, at the time of the Transaction or in the future. 

As shown above, the Transaction satisfies the Commission’s four-factor test and 

will not result in improper cross- subsidization. 

V. THE TRANSACTION DOES NOT RUN AFOUL OF FPA SECTION 305(a) 

As described in Part I11 above, the Transaction involves a distribution by Ohio 

Power to AEP of the shares of AEP Generation Resources (which will irrlrnediately be 

followed by a contribution by AEP of such shares to a subsidiary holding company). The 

distribution will include all of Ohio Power’s generation, as well as associated assets and 

liabilities, excluding the renewable energy purchase agreements. FPA Section 305(a) 

states in pertinent part: “It shall be unlawful for any officer or director of any public 

utility . . . to participate in the making or paying of any dividends of such public utility 

from any funds properly included in capital acc~i in t . ’ ’~~ The net book value of the 

generating units and generation-related assets that Ohio Power will distribute to AEP 

16 U.S.C. 5 82Sd(a). 41 
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under the Transaction exceeds Ohio Power’s retained earnings. This case is like others in 

which the Cornmission has concluded that the concerns underlying Section 30S(a) are not 

present because it involves dividending of corporate interests as part of a corporate 

restructuring that “is less like a payment of dividends than it is a corporate restructuring 

with a one-time distribution of property . . . rather than a payment of cash.”48 The 

concerns underlying enactment of Section 305(a) included “that sources from which cash 

dividends were paid were not clearly identified and that holding companies had been 

paying out excessive dividends on the securities of their operating companies. 

central concern thus “was corporate officials raiding corporate coffers for their personal 

financial benefit.”50 A transaction is not barred by Section 30S(a) in cases, like this one, 

where “none of these problems is evident.”5’ 

,>49 A 

Like other cases that the Commission has found permissible under Section 305(a), 

this case involves an internal corporate restructuring with one-time distributions of 

property.52 The proposed corporate separation “will have no adverse effect on the value 

of shareholders’ interests” because shareholders “will have the same ownership interests 

after the separation as before.”53 Put differently, assets will simply be moved within the 

same corporate family, and shareholders’ ownership interests will remain unaffected. 

See AL,LETE, Zizc., 107 FERC 61,041 at P 11 (2004) (“ALL,ETE”). 

Citizens Utils. Co., 84 FERC ¶ 61,158 at 61,865 (1998) (citation omitted) (“Citizeizs”). 

I d  

49 

5’ Id. 

” Cinergy I ,  126 FERC ¶ 61,146 at P 69; ALL,ETE, 107 FERC ‘j 61,041 at PP 9-12; Citi~eizs, 

’3ALL,ETE, 107FERCq[61,041 atP 11. 

84 FERC 4[ 61,158 at 61,865. 
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Further, the source of the distribution is clearly identified, no “excessive dividends” will 

be paid, and the Transaction plainly has nothing to do with “corporate officials raiding 

corporate coffers for their personal financial 

Commission rulings, Ohio Power commits that (i) the Transaction will not cause its 

equity, as a percentage of total capital, to fall below 30 percent, and (ii) upon closing of 

the transaction, it will retain an amount of debt that will be within the range that will 

accommodate preservation of its pre-Transaction credit ratings5 

Consistent with prior 

. PART 33 FILING REQUIREMENTS 

Other than those information requireirients for which a waiver is requested, 

Applicants are submitting the following information pursuant to the filing requirements 

in 18 C.F.R. 0 33.2. Applicants respectfully request full or partial waiver of certain of the 

information requirements of Part 33 on the grounds that (1) this is a purely internal 

corporate reorganization without the need for the higher level of scrutiny that might 

attach to a merger resulting in a conibination of previously unaffiliated assets; and (2) this 

information would not assist the Coinmission in determining whether the Transaction is 

in the public interest. Consistent with 18 C.F.R. 3 33.3(a)( I), Applicants have not 

53Accord Delinniva Power & L,iglzt Co., 91 FERC I[ 61,043 at 61,158 (2000) (“While both of the 
dividend payments at issue in this proceeding are from capital accounts, the proposed accounting entries 
reflecting these payments are clear. In addition, the dividend payments are not cash payments and the 
proposed entries, therefore, do not evidence any excessive payments of cash dividends. The dividend 
payments are payments of stock made from one affiliated corporation to another to accommodate an 
intra-corporate transfer of jurisdictional facilities, the ultimate aim of which is to separate transmission 
and distribution service from generation service within the . . , family of companies. The dividend 
payments are not made to the public, and the record does not suggest any impropriety. The concerns 
underlying section 30S(a) are not present in this proceeding.”) (citing Citizens, 84 FERC (I[ 6 1,158 at 
61,865). 

55 See, e.g., Cinergy I, 126 FERC ‘j 61,146 at P 69. 
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submitted a horizontal market power analysis, or any other competition information 

under 18 C.F.R. 5 33.3, because the Transaction will not result in an AEP entity obtaining 

ownership or control over facilities of a previously unaffiliated entity. 

In Order No. 642, the Commission stated that applicants inay request waiver of 

specific information  requirement^.^^ The Commission’s practice is to grant such a waiver 

when the application contains “sufficient information to evaluate the proposed 

t ran~act ion.”~~ Rased on the foregoing, Applicants request that the Cominission waive 

certain requirements under Part 33 (as requested herein) and waive any other filing 

requirements as may be applicable. 

A. Section 33.2 

1. The Exact Name and Principal Business Address of Applicants 
(18 C.F.R. 0 33.2(a)) 

American Electric Power Service Corporation 
1 Riverside Plaza 
Columbus, OH 43215 

Ohio Power Company 
I Riverside Plaza 
Columbus, OH 43215 

AEP Generation Resources Inc. 
1 Riverside Plaza 
Columbus, OH 43215 

56 Order No. 642 at 3 1,877. 

PSI Energy, I m . ,  60 FERC 162,131 at 63,342 (1992); Citizens Utils. Co., 41 FERC 1 62,064 at 57 

63,180 (1987). 
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2. ersons Authorized to eceive Notices and 
Communications (18 C.F. 

John C. Crespo'" 
Deputy General Counsel 

Regulatory Services 
American Electric Power 

Service Corporation 
1 Riverside Plaza 
Columbus, OH 43215 

(614) 716-2950 (fax) 
jccrespo@aep.com 

(614) 716-3727 

Steven J. ROSS:': 
Carol Gosain 
STEPTOE &. JOHNSON L ~ , P  
1330 Connecticut Avenue, N.W. 
Washington, DC 20036 

(202) 261-9832 (fax) 
sross @steptoe.com 
cgosain 0 steptoe.com 

(202) 429-6279 

Chad Heitmeyer:': 
Regulatory Case Manager 
American Electric Power 

Service Corporation 
1 Riverside Plaza 
Columbus, OH 43215 

caheitmeyer 0aep.com 
(614) 716-3303 

Applicants request that the persons marked with an asterisk be placed on the 

official service list for this proceeding and respectfully request waiver of Rule 203(b)(3), 

18 C.F.R. 3 385.203(b)(3). Applicants will serve a copy of this Application on the Ohio 

Commission. A copy of this filing will be posted to AEP's website at: 

http://www .aep.com/investors/currentRegulatoryactivity/regulatory/ferc.aspx 

3. Exhibit A - Description of Applicants - All Business Activities, 
including Regulatory Authorizations (18 C.F.R. 8 33.2(~)(1)) 

A description of the Applicants and their primary businesses is provided in Part 

1I.A of this Application. Applicants seek a waiver of the need to provide any additional 

information under Section 33.2(c)( 1). 
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4. bit nergy Subsidiaries an 

imary Business (18 C.F.R. 8 33. 
licants’ Ownership Interest an escription of their 

Applicants’ energy subsidiaries, as well as their ownership interests therein, are 

listed in Exhibit B. Applicants seek a waiver of the need to provide any additional 

information related to any other AEP energy affiliates, which will be wholly unaffected 

by the Transaction. 

5. Exhibit C - Organizational Charts Depicting Applicants’ 
Current and Proposed Post-Transaction Corporate Structures 
(Including Any Pending but Not Implemented Changes) 
Indicating All Parent Companies, Energy Subsidiaries and 
Energy Affiliates (18 C.F.R. Q 33.2(~)(3)) 

The charts are included in Exhibit C to this Application. The organizational charts 

do not include AEP SPP or ERCOT operating companies or AEP East and AEP SPP 

Transmission Companies, as well as other companies within the AEP corporate family 

that will be unaffected by the Transaction. 

6. Exhibit D - Description of All Joint Ventures, Strategic 
Alliances, Tolling Arrangements or Other Business 
Arrangements, Including Transfer of Operational Control to a 
Commission Approved RTO (18 C.F.R. Q 33.2(~)(4)) 

Applicants seek a waiver to provide any additional information under 18 C.F.R. 

5 33.2(~)(4), as the Transaction does not involve any change in Ohio Power joint ventures 

or strategic alliances. Ohio Power has no tolling arrangements. 

7. Exhibit E - Common Officers or Directors (18 C.F.R. 
8 33*2(c)(5)) 

A list of common officers and directors of Ohio Power and AEP Generation 

Resources is set out in Exhibit E. 
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8. Exhibit F -  escription and Location of 
Customers and IJnbundled ransmission Customers Served by 
Applicants (18 C.F.R. 0 33.2(~)(6)) 

Ohio Power’s wholesale power customers are discussed in Part 1V.R. 1 of the 

Application. A list of the AEP East unbundled transmission customers is iricluded in 

Exhibit F. 

9. Exhibit G - Description of the Applicants’ Jurisdictional 
Facilities (18 C.F.R. 0 33.2(d)) 

Ohio Power’s transnlission facilities are described in Exhibit G. The generation 

units in which Ohio Power has an ownership interest are shown in the table in Part II.A.2 

of this Application. AEP Generation Resources has no jurisdictional facilities at the time 

of filing of this Application. Upon closing of the Transaction, AEP Generation 

Resources will own the interests currently owned by Ohio Power in the generation units 

shown in the above-referenced table, as well as appurtenant interconnection facilities, as 

described in footnotes 9 and 37 of the Application. 

10. Narrative Description of the Proposed Transaction (18 C.F.R. 
0 33 .2w 

A narrative description of the Transaction is provided in Part I11 of this 

Application. Applicants seek a waiver of the need to provide any additional information 

under Section 33.2(e). 

11. Exhibit H - Facilities Associated with or Affected by the 
Transaction (18 C.F.R. 0 33.2(e)(2)) 

A description of the jurisdictional facilities affected by the Transaction is provided 

in Parts 1I.A and II1.B of this Application. Applicants seek a waiver of the need to 

provide any additional iriforrnation under Section 33.2(e)(2). 
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2. 

Exhibit I contains the forin of the Asset Contribution Agreement. While this 

document has not yet been executed, consistent with Commission precedent, Applicants 

certify that, to the best of their knowledge, the final agreement will reflect the t e r m  and 

conditions contained in the draft agreement in all material respects. The distribution by 

Ohio Power to AEP of the shares of AEP Generation Resources, and the contribution of 

such shares from AEP to an intermediate holding company, will be carried out pursuant 

to board resolutions. 

13. Exhibit J - Public Interest Discussion and Any Other 
Information Relevant to Transaction (18 C.F.R. 8 33.2(g)) 

The Transaction is in the public interest for the reasons set forth in Part IV of this 

Application. Applicants seek waiver of the need to provide any additional information 

pursuant to Section 33.2(g). 

14. Exhibit K - Maps (18 C.F.R. 15 33.2(h)) 

The map attached as Exhibit K shows the Ohio Power service territory and the 

location of the generating units affected by the Transaction. 

15. Exhibit L, - Orders from Other Regulatory Bodies (18 C.F.R. 
0 33.2(i)) 

As discussed in Part II.B, above, the Ohio Commission approved Ohio Power’s 

proposed corporate separation plan in the Ohio Cornnlission ESP Order and the Ohio 

Commission Corporate Separation Order. Those orders are attached in Exhibit L. 
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xhibit M - Explanation roviding Assurance that the 
It in Cross-Subsidization or 
Assets (18 C.F.R. 0 33.20)) 

Transaction Will No 
or Encumbrances of 

The Applicants’ detailed showing regarding the absence of any improper cross- 

subsidization is included in Part IV of this Application. Ohio Power has no material 

pledges or encumbrances of utility assets. The Applicants request waiver of the need to 

provide any additional information pursuant to Section 33.2(j). 

B. 

Pursuant to 18 C.F.R. § 33.5, Applicants provide in Attachment A the proposed 

Proposed Accounting Entries (18 C. 

accounting entries for the Transaction. These proposed accounting entries are based on 

account balances as of December 3 1,20 1 1. While these balances reasonably represent 

the expected assets, liabilities and total capitalization to be transferred, the actual account 

balances at the time of the Transaction will be different and the methods employed will 

be more detailed and precise. The transfer of assets constituting an operating unit or 

system will be recorded through Account 102 consistent with the instructions of Electric 

Plant Instruction No. 5 of the Commission’s TJniform System of Accounts. The 

Applicants will submit proposed final accounting entries within six months of the 

consummation of the Transaction reflecting all entries made on the books and records of 

Ohio Power pursuant to the Cornmission’s TJniform System of Accounts, along with 

appropriate narrative explanations describing the basis for the entries. 

C. Verifications (18 C.F.R. 0 33.7) 

Authorized representatives of Ohio Power and AEP Generation Resources have 

executed the attached verifications required under Section 33.7 of the Commission’s 

Regulations. 
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WHEREFORE, for the reasons set forth above, Applicants respectfully request 

that the Cornrnission: (1) find that the Transaction will not have an adverse effect on 

competition, rates, or regulation, and that this Application satisfies all applicable 

requirements for authorization of the Transaction under Section 203 of the FPA and Part 

33 of the Commission’s Regulations; (2) issue such approvals and related authorizations, 

based on the Application and supporting materials; and (3) waive any filing requirement 

or other regulation as the Cornmission may find necessary or appropriate to allow this 

Application to be granted as requested herein. 

Respectfully submitted, 

John C. Crespo 
Deputy General Counsel - Regulatory Services 
American Electric Power Service Corporation 
1 Riverside Plaza 
Colurnbus, OH 43215 

Steven J. Ross 
Carol Gosairi 
STEPTOE & JOHNSON LL,P 
1330 Connecticut Avenue, N.W. 
Washington, DC 20036 

Attorneys for Applicants 

Dated: October 3 1, 20 12 

Attachments 
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-Energy Subsidiaries and Affiliates Page 1 of 1 

Energy Subsidiary 

Applicants’ energy subsidiaries, as well as their ownership interests therein, are 
listed below. Ohio Power’s interests in the below-referenced energy subsidiaries 
will be transferred to AEP Generation Resources upon consuinniation of the 
Transaction. Applicants seek a waiver of the need to provide any additional 
information related to any other AEP energy affiliates, which will be wholly 
unaffected by the Transaction. 

Ownership Interest Applicant 

Ohio Power 

Central Coal Company 
Cardinal Operating 

Company 

Ohio Power 

Ohio Power 

SO% 

SO% 

AEP Generation 
Resources 

100% Conesville Coal 
Preparation Company 

NONE NIA I 



c1 
I 

Tp w 



ost-Tra n sa c t  i o n Corporate S t r u c t  u 



Exhibit E Page 1 of 1 

Common Officers and Directors (Ohio Power and AEP Generation Resources) 

Common Directors 

Nicholas I(. Akiiis 
Robert P. Powers 
Brian X. Tierney 

Common Officers 

Nicholas I(. Akiiis, CEO 
Thomas G. Berkemeyer, Assistant Secretary 
Joseph M. Buonaiuto, Controller, CAO (Ohio Power); Controller (AEP Generation Resources) 
Jeffrey D. Cross, Assistant Secretary (Ohio Power); VP (AEP Generation Resources) 
David M. Feinberg, Secretary (Ohio Power); Secretary, VP (AEP Generation Resources)'k 
Renee V. Hawkins, Assistant Treasurer 
Robert P. Powers, VP (Ohio Power); President, COO (AEP Generation Resources) 
Mark A. Pyle, VP-Tax 
Brian X. Tierney, CFO, VP 
Charles E. Zebula, Treasurer 

'"Also a Director of Ohio Power 



escription and Location of Wholesale Power Customers 
and Unbundled Transmission Customers Served by Applicants 
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AEP 
Alleahenv Power Comoanv 

AEP PJM Zonal Network Interconnection Transmission Service Customers r 
34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

48 

47 

Craig Botetourt Electric Cooperative 
Dayton Power & Light Co. __. 
The Black Diamond Power C o r m e r l y  known as the Musser Co.) 
Hoosier Energy Rural Electric Cooperative, Inc. 
Indiana Municipal Power Agency 
Joint Operating Group 
Ohio City 
Old Dominion Electric Cooperative 
Town of Avilla 
Town of New Carlisle 
Town of Richlands 
Village of Arcadia 
Village of Bloomdale 

Village of Cygnet 
Village of Carey - 

3lAmerican Municipal Power - Ohio, Inc. 
4 

5 

6 

7 

8 

9 

i o  
I i 

12 

13 

14 

15 

Buckeye Power, Inc. 
Central Virginia Electric Co-op 
City of Auburn 
City of Bedford 
City of Bluffton 
City of Bristol _. 

City of Bryan 
City of Clyde 
City of Columbus 
City of Danville 
City of Dover 
City of Dowagiac 

16 

17 

18 

19 

20 
21 

zz 

City of Garrett 
City of Jackson 
City of Martinsville 
City of Mishawaka 
City of Niles 
City of Olive Hill 
Citv of Orville 

-- 

51 

52 

53 

54 

56 

57 

58 

59 

60 

55 

331City of Westerville I 

Village of Greenwich 
Village of Paw Paw 
Village of Plymouth 
Village of Republic 

Village of Sycamore 
Village of Wharton 
Village of Woodsfield 
Virginia Polytechnic Institute and State University 
Wabash Valley Power Association, Inc. 

Village of Shiloh - 
23 

24 

25 

City of Radford 
City of Salem 
Citv of Shelbv 

y " - ' N o n - Z o n a l  NITS Customers 30 

31 

32 

City of Vanceburg 
City of Wapakoneta 
Citv of Warren 

61 

62 

63 

Buckeye Power, Inc (DPL) 
Buckeye Power, Inc (FE) 
Buckeye Power, Inc (Cinergy) .- 



Exhibit G 

Ohio Power I 88-138kVLiiies I PJM 
Ohio Power I 69kV or less Lines I PJM 

Page 1 of 1 

PJM 3,352 
PJM 3,288 

TOTAL 8,948 

Description of the Applicants’ Jurisdictional Facilities-Transmission Assets 
(Ohio Power) 



Exhibit E - Agreements elated to the Proposed Transaction 

Exhibit I contains the following document: 

1. Asset Contribution Agreement Between Ohio Power Company and AEP Generatioil 
Resources Inc. (35 pages). 



Form of Asset contribution Agreement 

ASSET CONTRIBIJTION AGREEMENT 

BETWEEN 

OHIO POWER COMPANY 

AND 

AEP GENERATION RESOURCES INC. 

Dated as of 



Form of Asset Contribution Agreement 
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Form of Asset Contribution Agreement 

This Asset Contribution Agreement (this "Agreement"), dated as of 201-, is 

between Ohio Power Company, an Ohio corporation ("Transferor"), and AEP Generation 

Resources Inc., a Delaware corporation ("Transferee"). Collectively, Transferee and Transferor 

may be referred to herein as the "Parties" and each, individually, as a "Party." 

VlrI?.NE,SSETH 

WHEREAS, Transferor owns or holds interests in certain electric generating plants and 

related facilities in the state of Ohio; leases for barges and towboats utilized in connection with 

the delivery of coal and other products to Transferor's generating plants; the Cook Coal Terminal 

(as hereinafter defined); and certain other assets, improvements, equipment, properties (both 

tangible, including real and personal property, and intangible), and rights associated therewith or 

ancillary thereto, all as more specifically described herein. 

WHEREAS, Transferor desires to transfer and assign to Transferee, and Transferee 

desires to acquire and assume from Transferor, the Transferred Assets (as hereinafter defined) 

and certain liabilities, upon the terms and conditions hereinafter set forth; 

WHEREAS, concurrently with, and as a condition to, the execution and delivery of this 

Agreement, Transferor and Transferee are executing and delivering an Assumption Agreement, 

pursuant to which, and subject to the terms and conditions thereof, Transferor has agreed to 

assign and Transferee has agreed to assume, concull-ently with the closing of the transactions 

contemplated herein, certain liabilities of Transferor as described therein; 

WHEREAS, Transferor and Transferee intend that the transfer of the Transferred Assets 

Contemplated herein qualify as contributions to capital under Section 35 1 of the Internal Revenue 

Code of 1986, as amended; and 

WHEREAS, Transferor directly owns all of the outstanding capital stock of Transferee. 

NOW, THEREFORE, in consideration of the premises and the mutual covenants, 

agreements, representations and warranties hereinafter set foiTh, the Parties, intending to be 

legally bound, hereby agree as follows: 

1 



Form of Asset Contribution Agreement 

Section 1.01 Definitions. 

(a) As used in this Agreement, the following terms have the following 

meanings: 

"Affiliate" means a Person that directly or indirectly through one or more intermediaries, 

controls, or is controlled by, or is under common control with, the Person specified. The term 

"control" (iiicluding the terms "controlling," "controlled by" and "under common control with") 

means the possession, direct or indirect, of the power to direct or cause the direction of the 

management and policies of a Person, whether through the ownership of voting securities, by 

contract or otherwise. 

"Ancillary Agreements" means the Assumption Agreement, the Asset Transfer 

Agreement, the Deeds, the Assignment of Easements and Rights of Way, the Assignment of Real 

Property Leases, the Assignment of Contracts and any other agreements or instruments entered 

into between the Parties with respect to the transactions contemplated by this Agreement. 

"Asset Transfer Agreement" means the Asset Transfer Agreement to be executed and 

delivered at Closing by Transferor to Transferee in substantially the form attached hereto as 

Exhibit E. 

"Assignment of Contracts" iiieans the Assignment of Contracts agreement to be entered 

into between Transferor and Transferee at Closing in substantially the form attached hereto as 

Exhibit A. 

"Assignment of Easements and Rights of Waf' means the Assignments of Easements 

and Rights of Way agreements to be entered into between Transferor and Transferee at Closing 

in substantially the form attached hereto as Exhibit B. 

"Assignment of Real Property Leases" means the Assignment of Real Property Leases 

agreements to be entered into by and between Transferor and Transferee at Closing in 

substantially the form attached hereto as Exhibit C. 

"Assumed Liabilities" has the meaning set forth in Section 2.03. 

"Assumed Pavables" means a certain amount of those payables owed by Transferor 

with respect to the Transferred Assets, as set forth in Schedule 1.01. 

2 



orm of Asset Contribution Agreement 

"Assumption Agreement" means the Assumption Agreement to be entered into 

between Transferor and Transferee at Closing in substantially the form attached hereto as Exhibit 

D. 

"Business Dag'' means a day other than a Saturday, Sunday or day on which banks are 

permitted or required to remain closed in the state of Ohio. 

"Cardinal Stock" means fifty percent of the outstanding capital stock of the Cardinal 

Operating Company owned by Transferor. 

"Central Coal Stock" means fifty percent of the outstanding capital stock of the Central 

Coal Company owned by Transferor. 

"CERCLA" means the Comprehensive Environmental Response, Compensation, and 

Liability Act of 1980, as amended from time to time. 

"Closing" has the meaning set forth in Section 3.03. 

"Closing Date" has the meaning set forth in Section 3.03. 

"Conesville Stock" means the outstanding capital stock of the Conesville Coal 

Preparation Company, a wholly owned subsidiary of Traiisferor. 

"Contracts" has the meaning set forth in Section 4.01(i). 

"Cook Coal Terminal" means the rail to river coal transfer facility more specifically 

described in Schedule 1.02. 

"CWIP" has the meaning set forth in the definition of "Improvements". 

"Debt" - means the long-term and short-term debt owed by Transferor as described in 

Schedule 1.03. 

"Deeds" means those certain deeds to be executed and delivered at Closing by 

Transferor to Transferee. 

"Deferred Tax Assets" means the Transferor's deferred tax assets relating to the 

Transferred Assets or any assumed Liability that is carried on its books. 

"Deferred Tax Liabilitv" means the Transferor's deferred tax liability relating to the 

Transferred Assets or any assumed Liability that is carried on its books. 

"Easements and Rights of Way" means the easements and rights of way as described in 

Schedule 1.04. 

"Effective Time" has the meaning set forth in Section 3.03. 
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missions Allowances" means all authorizations issued to Transferor by a 

Governmental Authority pursuant to a statutory or regulatory program promulgated by a 

Governmental Authority pursuant to which air emissions sources sub,ject to the program are 

authorized to emit a prescribed quantity of air emissions. 

"Encumbrance" means any security interest, pledge, mortgage, lien, charge, option to 

purchase, lease, claim, restriction, covenant, title defect, hypothecation, assignment, deposit 

arrangement or other encumbrance of any kind or any preference, priority or other security 

agreement or preferential arrangement of any kind or nature whatsoever (including any 

conditional sale or title retention agreement). 

"Environment" means soil, land surface, or subsurface strata, surface waters (including 

navigable waters, streams, ponds, drainage basins, reservoirs and wetlands), ground waters, 

stream sediments, ambient air, plant and animal life, and any other environmental medium or 

natural resource. 

"Environmental Condition" means the presence or Release to the Environment, 

whether at the Real Property, the Leased Real Property or real property covered by the 

Easements and Rights of Way or otherwise, of Hazardous Substances, including any migration 

of Hazardous Substances through air, soil or groundwater at, to or from the Real Property, the 

Leased Real Property or the real property covered by the Easements and Rights of Way or at, to 

or from any Off-Site Location, regardless of when such presence or Release occurred or is 

discovered. 

"Environmental Laws" means all (i) Laws relating to pollution or protection of the 

environment, natural resources or human health and safety, including Laws relating to Releases 

or threatened Releases of Hazardous Substances or otherwise relating to the manufacture, 

formulation, generation, processing, distribution, use, treatment, storage, Release, transport, 

remediation, abatement, cleanup or handling of Hazardous Substances; (iii) Laws with regard to 

recordkeeping, notification, disclosure and reporting requirements respecting Hazardous 

Substances; and (iii) L,aws relating to the management or use of natural resources. 

"Environmental Permits" has the meaning set forth in Section 4.01 (g). 

"Excluded Assets" has the meaning set forth in Section 2.02. 

"Excluded Liabilities" has the meaning set forth in Section 2.04. 

"FERC" means the Federal Energy Regulatory Commission. 
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I t  means that certain real property held by Franklin Real Estate 

Company, a wholly owned subsidiary of the Parent, as agent for and for the benefit of 

Transferor's electric generation assets as more specifically described in Schedule 1.05. 

I t  

"Generating Plants" means the electric generating plants and related equipment and 

facilities described in Schedule 1.06 that is owned by Transferor or in which Transfer holds a 

direct or indirect ownership interest. 

"Generation Transmission Assets" has the meaning set forth in Section 2.01 (t). 

"Good Utility Practice" means any of the practices, methods and acts engaged in or 

approved by a significant portion of the electric utility industry during the relevant time period, 

or any of the practices, methods or acts which, in the exercise of reasonable judgment in light of 

the facts known at the time the decision was made, could have been expected to accomplish the 

desired result at a reasonable cost consistent with good business practices, reliability, safety and 

expedition. 

"Governmental Authoritv" means any: (i) nation, state, county, city, town, village, 

district, or other ,jurisdiction of any nature; (ii) federal, state, local, municipal, foreign, or other 

government; (iii) governmental or quasi-governmental authority of any iiatiire (including any 

governmental agency, branch, department, official, or entity and any court or other tribunal); (iv) 

multi-national organization or body; or (v) body exercising, or entitled to exercise, any 

administrative, executive, ,judicial, legislative, police, regulatory, or taxing authority or power of 

any nature. 

"Hazardous Substances" means (i) any petrochemical or petroleum products, oil or coal 

ash, radioactive materials, radon gas, asbestos in any form that is or could become friable, urea 

formaldehyde foam insulation and transformers or other equipment that contain dielectric fluid 

which may contain levels of polychlorinated biphenyls; (ii) any chemicals, materials or 

substances defined as or included in the definition of "hazardous substances," "hazardous 

wastes," "hazardous materials," "hazardous constituents," "restricted hazardous materials," 

"extremely hazardous substances,'' "toxic substances," "contaminants," "pollutants," "toxic 

pollutants," or words of similar meaning and regulatory effect under any applicable 

Environmental L,aw; and (iii) any other chemical, material or substance, exposure to which is 

prohibited, limited or regulated by any applicable Environmental L,aw. 
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"Improvements" means all buildings, structures, machinery and equipment (including 

all fuel handling and storage facilities), fixtures, construction work in progress ("CWIP"), and 

other iniprovenients, including all piping, cables and similar equipment forniing part of the 

mechanical, electrical, plumbing or HVAC infrastructure of any building, structure or 

equipment, located on and affixed to the Real Property, the Leased Real Property and the 

Easements and Rights of Way. 

"Intellectual Property'' means all of the following and similar intangible property and 

related proprietary rights, interests and protections, however arising, (i) all software necessary to 

operate or maintain the Transferred Assets, (ii) confidential information, formulas, designs, 

devices, technology, know-how, research and development, inventions, methods, processes, 

compositions and other trade secrets, whether or not patentable and (iii) patented and patentable 

designs and inventions, all design, plant and utility patents, letters patent, utility models, pending 

patent applications and provisional applications and all issuances, divisions, continuations, 

continuations-in-part, reissues, extensions, reexaminations and renewals of such patents and 

applications. 

'Tnventories" means (i) all inventories of fuels and consumables owned by Transferor 

for use at the Generating Plants, whether located on Real Property, Leased Real Property or the 

Easements and Rights of Way associated with the Generating Plants or in transit thereto or stored 

offsite and (ii) all materials and supplies, including without limitation, spare parts, owned by 

Transferor for use at or in connection with the Generating Plants, the Cook Coal Terminal, the 

Rail Transportation Assets and the River Transportation Assets. 

"Knowledge" means the actiial and current knowledge of the corporate officer or 

officers of the specified Person charged with responsibility for the particular function as of the 

date of this Agreement, or, with respect to any certificate delivered pursuant to this Agreement, 

the date of delivery of the certificate, without any implication of verification or investigation 

concerning such knowledge. 

"Laws" means all laws, statutes, rules, regulations, ordinances and other 

pronouncements having the effect of law of the United States, any foreign country and any 

domestic or foreign state, county, city or other political subdivision or of any Governmental 

Authority. 

"Leased Real Property" has the meaning set forth in Section 4.01(e)(i). 
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"Liabilitv" means any liability or obligation, whether known or unknown, whether 

asserted or not asserted, whether absolute or contingent, whether accrued or not accrued, whether 

liquidated or not liquidated, whether incurred or consequential, and whether due or to become 

due. 

"Material Adverse Effect" means (i) any event, circumstance or condition materially 

impairing the ability of Transferor to perform its obligations under this Agreement or any 

Ancillary Agreement or (ii) any change in or effect on the Transferred Assets that is materially 

adverse to the Transferred Assets, other than (a) any change resulting from changes in the 

international, national, regional or local wholesale or retail markets for electricity, (b) any change 

resulting from changes in the international, national, regional or local markets for fuel or 

consumables used at the Generating Plants, (c) any change resulting from changes in the North 

American, national, regional or local electric transmission system, and (d) any change in Law 

generally applicable to similarly situated Persons. 

"Net Book Value" means an amount in dollars, as reflected in the corresponding line 

item or items of the balance sheet of Transferor as of the applicable date for all Transferred 

Assets and all Assumed Liabilities. With respect to the Transferred Assets, Net Book Value is 

equal to total Transferred Assets net of accumulated depreciation or amortization as appropriate. 

"Off-Site Location" means any real property other than the Real Property, the Leased 

Real Property or real property covered by the Easements and Rights of Way. 

"Orpanizational Documents" means (i) the articles or certificate of incorporation and 

the bylaws of a corporation; (ii) the limited liability company or operating agreement and 

certificate of formation of a limited liability company; (iii) the partnership agreement and any 

statement of partnership of a general partnership; (iv) the limited partnership agreement and the 

certificate of limited partnership of a limited partnership; (v) any charter or similar document 

adopted or filed in connection with the creation, formation, or organization of a Person, and (vi) 

any amendment to any of the foregoing. 

"Parent" means American Electric Power Company, Inc. 

"Party" has the meaning set forth in the first paragraph of this Agreement. 

"PCRB Support Notes" has the meaning set forth in Section 2.0.3(e). 

"Permits" has the meaning set forth in Section 4.01(k). 
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ncumbrances" means: (i) mechanics', carriers', workmen's, repairmen's 

or other like Encumbrances arising or incurred in the ordinary course of business that would not, 

individually or in the aggregate, reasonably be expected to have a Material Adverse Effect, (ii) 

Encumbrances for Taxes not yet due or which are being contested in good faith by appropriate 

proceedings and that would not, individually or in the aggregate, reasonably be expected to have 

a Material Adverse Effect; (iii) imperfections of title or encumbrances, if any, that, individually 

or in the aggregate, do not materially impair, and would not reasonably be expected to have a 

Material Adverse Effect; (iv) leases, subleases and similar agreements, and liens of any landlord 

or other third party on property over which Sellers have easement rights or on any Leased Real 

Property and subordination or similar agreements relating thereto; (v) leases, mineral 

reservations and conveyances, easements, covenants, rights-of-way and other similar restrictions 

of record; (vi) any conditions that may be shown by a current, accurate survey or physical 

inspection of the Real Property or the Leased Real Property made prior to the Closing; (vii) 

zoning, planning, conservation restriction and other land use and environmental regulations by 

Governmental Authorities; (viii) the respective rights and obligations of the Parties under this 

Agreement and the Ancillary Agreements; (ix) Encumbrances resulting from legal proceedings 

being contested in good faith by appropriate proceedings that would not, individually or in the 

aggregate, reasonably be expected to have a Material Adverse Effect; and (x) other 

Encumbrances that would not, individually or in the aggregate, reasonably be expected to have a 

Material Adverse Effect. 

"Person" means any individual, corporation (including any non-profit corporation), 

general or limited partnership, limited liability company, joint venture, estate, trust, association, 

organization, labor union, or other entity or Governmental Authority. 

"Pollution Control Revenue Bonds" means the pollution control bonds held by the 

public and identified in Schedule 1.07. 

"Rail Transportation Assets" means the railcar leases and associated rail equipment 

and facilities described in Schedule 1 .OK 

"Real Propertv" has the meaning set forth in Section 2.01(c). 

"Real Progertv Leases" has the meaning set forth in Section 4.01(e)(i). 
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elease" means any release, spill, leak, discharge, disposal of, pumping, pouring, 

emitting, emptying, injecting, leaching, dumping or allowing to escape into or through the 

environment. 

"River Transportation Assets" means the barges and towboats leases and associated 

equipment and facilities described in Schedule 1.09. 

"Tax" - means all federal, state, local and foreign taxes, charges, fees, levies, imposts, 

duties or other assessments, including, without limitation, income, gross receipts, excise, 

employment, sales, use, transfer, license, payroll, franchise, severance, stamp, occupation, 

windfall profits, environmental (iiicluding taxes under Code Section 59A), premium, federal 

highway use, coinniercial rent, customs duties, capital stock, paid up capital, profits, 

withholding, social security, single business and unemployment, disability, real property, 

personal property, registration, ad valorem, value added, alternative or add-on minimum, 

estimated, or other tax or governmental fee of any kind whatsoever, imposed or required to be 

withheld by any Governmental Authority, iiicluding any interest, penalties or additions thereto, 

whether disputed or not. 

"Transferee" has the meaning set in the first paragraph of this Agreement. 

"Transferor" has the meaning set forth in the first paragraph of this Agreement. 

"Transferor Held Stock" means, collectively, the Cardinal Stock, the Central Coal 

Stock and the Conesville Stock. 

"Transferor's Retained Real Property" has the meaning set forth in Section 2.02(a). 

"Transferred Assets" has the meaning set forth in Section 2.01. 

(b) 

otherwise requires: 

Interpretation. In this Agreement, unless otherwise specified or where the context 

(i) a reference, without more, to a recital is to the relevant recital to this 

Agreement, to an Article or Section is to the relevant Article or Section of this Agreement, and to 

a Schedule or Exhibit is to the relevant Schedule or Exhibit to this Agreement; 

words importing any gender shall include other genders; 

words importing the singular only shall include the plural arid vice versa; 

the words "include," "includes" or "including" shall be deemed to be 

(ii) 

(iii) 

(iv) 

followed by the words "without limitation;" 
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(v) reference to any agreement, documelit or instrument means such 

agreement, documelit or instrument as amended or modified arid in effect from time to time in 

accordance with the terms thereof; 

(vi) reference to any applicable L,aw means, if applicable, such Law as 

amended, modified, codified, replaced or reenacted, in whole or in part, and in effect from time 

to time, including rules and regulations promulgated thereunder; 

(vii) 

(viii) 

"or1' is used in the inclusive sense of "and/or;" 

references to documents, instruments or agreements shall be deemed to 

refer as well to all addenda, exhibits, schedules or amendments thereto; 

(ix) the words "hereof," "herein" and "herewith" and words of similar import 

shall, unless otherwise stated, be construed to refer to this Agreement as a whole and not to any 

particular provision of this Agreement; and 

(x) references to any party hereto or any other agreement or document shall 

include such party's successors and permitted assigns, bnt, if applicable, only if such successors 

and assigiis are not prohibited by this Agreement. 

ARTICLE I1 

TRANSFER OF ASSETS 

Section 2.01 Transfer of Assets. Upon the terms and cotiditions set forth in this 

Agreement, at the Closing but effective as of the Effective Time, Transferor shall transfer, 

convey, assign arid deliver to Transferee as a contribution to capital, and Transferee shall acquire 

and assume from Transferor as a contribution to capital, free and clear of all Encumbrances other 

than Permitted Encumbrances, all of Transferor's right, title and interest to the following 

described assets (the "Transferred Assets"): 

(a) the Generating Plants; 

(b) the Cook Coal Terminal; 

(c) the real property (including the Improvements) described in Schedule 

2.10(c) (and together with the Franklin Real Property, the "Real Property"); 

(d) the Real Property Leases (including the Improvements); 

(e) the Easements and Rights of Way (including the Improvements); 

10 
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the River Transportation Assets; 

the Rail Transportation Assets; 

all Inventories; 

the Contracts; 

the Permits; 

the Environmental Permits; 

the Intellectual Property; 

the Emissions Allowances; 

the Deferred Tax Assets; 

the Transferor Held Stock; 

all vehicles, equipment, machinery, furniture and other tangible personal 

property located on or at the Real Property, the Leased Real Property and the Easements and 

Rights of Way, a partial list of which is described on Schedule 2.01(p); 

(q) the other assets described in Schedule 2.01 (q); 

(I) all unexpired, transferable warranties and guarantees from manufacturers, 

vendors and other third parties with respect to any Improvement or item of real or tangible 

personal property constituting part of the Transferred Assets; 

(s) all books, purchase orders, operating records, operating, safety and 

maintenance manuals, engineering design plans, blueprints and as-built plans, specifications, 

procedures, studies, reports, equipment repair, safety, maintenance or service records, and 

similar items (subject to the right of Transferor to retain copies of same for its use), other than 

such items that are proprietary to third parties and accounting records (to the extent that any of 

the foregoing is contained in an electronic format, Transferor shall reasonably cooperate with 

Transferee to transfer such items to Transferee in a format that is reasonably acceptable to 

Transferee) ; 

(t) the electrical transmission facilities associated with the Generating Plants 

located at or forming part of the Generating Plants, including all energized switchyard facilities 
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on the generation asset side of the appropriate interconnection points and real property directly 

associated therewith, all substation facilities and support equipment, as well as all permits, 

contracts and warranties related thereto, including those certain assets and facilities specifically 

identified on Schedule 2.01 (t) (the "Generation Transmission Assets"); 

(11) without limitation of any of the foregoing, Transferor is transferring to 

Transferee all of Transferor's right, title and interest in and to all power generation function 

equipment including, but not limited to, generation step-up transformers, turbine-generators, 

plant power distribution equipment such unit auxiliary transformers, forced draft fans, coal 

handling facilities, precipitator facilities, and protection and control equipment and systems that 

are associated with the Generating Plants; 

(v) the rights of Transferor in and to any causes of action against third parties 

relating to the Transferred Assets or any part thereof, including any claim for refunds (but 

excluding any refund, credit, penalty, payment, adjustment or reconciliation related to Taxes paid 

or due for periods ending prior to the Effective Time in respect of the Transferred Assets, 

whether such refund, credit, penalty, payment, adjustment or reconciliation is received as a 

payment or, subject to Section 3.02, as a credit against future Taxes payable), prepayments, 

offsets, recoupment, insurance proceeds, condemnation awards, judgments and the like, whether 

received as a payment or credit against future liabilities, relating specifically to Transferred 

Assets and relating to any period ending prior to, on or after the Effective Time; 

(w) the rights of Transferor in, to and under all contracts, agreements, 

arrangements, permits or licenses of any nature and related to the Transferred Assets, which are 

not expressly excluded pursuant to Section 2.02 and of which the obligations of Transferor 

thereunder are not expressly excluded by Transferee pursuant to Section 2.04; and 

(x) to the extent not otherwise described in this Section 2.01, all other assets 

and property, whether real or personal, tangible or intangible, that are associated with or used in 

connection with ownership and operation of the Generating Assets, the Cook Coal Terminal, the 

Rail Transportation Assets and the River Transportation Assets. 

Section 2.02 Excluded Assets. Notwithstanding anything to the contrary contained in 

Section 2.01 or elsewhere in this Agreement, nothing in this Agreement shall constitute or be 

construed as conferring on Transferee, and Transferee is not acquiring, any right, title or interest 
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in and to (i) any properties, assets, business, operation, or division of Transferor or any of its 

Affiliates (other than Transferee) not expressly set forth in Section 2.01 or (ii) the following 

specific assets of Transferor that may be associated with the Transferred Assets, but which are 

specifically excluded from the transfer contemplated hereunder. Such assets, properties and 

rights are excluded from the Transferred Assets and shall remain the property of Transferor after 

the Closing (collectively, the "Excluded Assets"): 

(a) the Transferor's real property and interests in real property, other than the 

portion thereof comprised of the Real Property, the Leased Real Property and the Easements and 

Rights of Way to be conveyed by the Deeds, the Assignment of Leased Real Property and the 

Assignments of Easements and Rights of Way (the "Transferor's Retained Real Property"); 

(b) all cash, cash equivalents, bank deposits, deferred fuel, deferred capacity, 

Ohio compliance renewable energy credits, unamortized credit line fees, and any receivables 

related to income Taxes attributable to the income of Transferor but only to the extent any such 

receivables are not a Deferred Tax Asset: 

(c) all minute books, stock transfer books, corporate seals and other corporate 

records ; 

(d) certificates of deposit, shares of stock, securities, bonds, debentures, 

evidences of indebtedness (excluding the Debt); 

(e) except to the extent otherwise described in the Transferred Assets, all 

tariffs, agreements and arrangements to which Transferor is a party for the purchase or sale of 

electric capacity and/or energy or for the purchase or sale of transmission or ancillary services 

involving the Transferred Assets or otherwise; 

(f) all other assets and properties owned by Transferor or any of its Affiliates 

(other than Transferee) that do not constitute, are not used in connection with or are not ancillary 

to the ownership or operation of the Transferred Assets; 

(g) all transmission facilities included in Transferor's FERC-jurisdictional rate 

base: 

(h) all of Transferor's electric distribution assets; and 
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(i) the rights of Transferor under this Agreement and the Ancillary 

Agreements. 

Section 2.03 Assumed Liabilities. On the Closing Date, Transferee shall execute and 

deliver the Assumption Agreement, pursuant to which, ainong other things, Transferee shall 

assume all Liabilities described therein and, in addition, Transferee shall assume the following 

Liabilities (collectively, the "Assumed Liabilities"): 

(a) on the terms and subject to the conditions set forth in this Agreement, at 

the Closing, Transferee shall assume and become responsible for, and shall thereafter pay, 

perform and discharge as and when due the Liabilities arising under or related to the Transferred 

Assets whether arising from, or relating to, periods prior to, on or after the Effective Time; 

(b) all Liability of Transferor with respect to the Assumed Payables; 

(c) all L,iability of Transferor with respect to the Debt to the extent relating to 

periods of time after the Effective Time; 

(d) all Liability of Transferor with respect to the Deferred Tax Liability; 

(e) all Liability of the Transferor with respect to its payment obligations under 

the Pollution Control Revenue Bonds which shall be accomplished through promissory notes 

from Transferee in favor of Transferor (the "PCRB Support Notes") pursuant to which 

Transferee shall provide funds to Transferor in amounts sufficient for Transferor to satisfy its 

principal and interest obligations under the Pollution Control Revenue Bonds when due; and 

(f) all Liability of the Transferor with respect to the property Taxes related to 

the Transferred Assets. 

2.04 Excluded Liabilities. Notwithstanding the foregoing provisions of Section 2.03, 

Transferee shall not assume by virtue of this Agreement, the Assumption Agreement or any 

other Ancillary Agreement, or the transactions contemplated hereby or thereby, or otherwise, and 

shall have no liability for any of the following Liabilities or any Liability of Transferor that is not 

related to the Transferred Assets (the "Excluded Liabilities"): 

(a) any Liabilities of Transferor in respect of any Excluded Assets or other 

assets of Transferor that are not Transferred Assets; 
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(b) any Liabilities in respect of Transferor's current income Taxes and any 

other Taxes not otherwise assumed pursuant to Section 2.03(d) and (e); 

(e) any fines and penalties imposed by any Governmental Authority resulting 

from any act or omission by Transferor and not related to the Transferred Assets; and 

(d) any Liability of Transferor arising as a result of its execution and delivery 

of this Agreement or any Ancillary Agreement, the performance of its obligations hereunder or 

thereunder, or the consummation by Transferor of the transactions contemplated hereby or 

thereby. 

ARTICLE I11 

ASSET TRANSFER; CLOSING 

Section 3 .O 1 Asset Transfer. Transferor shall transfer to Transferee the Transferred 

Assets and the Assumed Liabilities at Net Book Value as of the Effective Time. In the event that 

final amounts for the Net Book Value of the Transferred Assets or the Assumed Liabilities are 

not available on the Closing Date, the final Net Book Value of the Transferred Assets or the 

Assumed Liabilities, as applicable, shall be determined and agreed to by Transferee and 

Transferor within ninety (90) days after the Closing Date. Transferor and Transferee agree to 

furnish each other with such documents and other records as may be reasonably requested in 

order to confirm the final Net Book Value of the Transferred Assets and the Assumed Liabilities. 

Section 3.02 Proration. 

(a) Transferee and Transferor agree that all of the items normally prorated, 

including those listed below, relating to the business and operation of the Transferred Assets 

shall be prorated as of the Effective Time, with Transferor liable to the extent such items relate to 

any time period through the Effective Time, and Transferee liable to the extent such items relate 

to periods subsequent to the Effective Time: 

(i) personal property, real estate, occupancy and any other Taxes, 

assessments and other charges, if any, on or with respect to the business and operation of 

the Transferred Assets. Provided, however, that the Parties shall not prorate any Taxes, 

assessments or charges relating to the Transferred Assets that are to be assumed by 

Transferee pursuant to Section 2.03; 
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(ii) rent, Taxes and other itenis payable by or to Transferor under any 

of the Contracts to be assigned to and assumed by the Transferee hereunder; and 

(iii) sewer rents and charges for water, telephone, electricity and other 

ntilities. 

(b) In connection with such proration, in the event that actual figures are not 

available at the Closing Date, the proration shall be based npon the actual amount of such Taxes 

or fees for the preceding year (or appropriate period) for which actual Taxes or fees are available 

and such Taxes or fees shall be re-prorated npon request of either the Transferor or the 

Transferee made within ninety (90) days after the date that the actual amounts become available. 

Transferor and Transferee agree to furnish each other with such documents and other records as 

may be reasonably requested in order to confirm all adjustment and proration calculations made 

pursuant to this Section 3.02. 

Section 3.03 w. The transfer, assignment, conveyance arid delivery of the 

Transferred Assets, and the consurriination of the other transactions contemplated by this 

Agreement, shall take place at a closing (the "Closing:") to be held at the offices of American 

Electric Power, 1 Riverside Plaza, Columbus, Ohio 43204 at a time mutually acceptable to the 

Parties on the date of the execution and delivery of this Agreement by each of the Parties (the 

"Closing Date"). The Closing shall be effective for all purposes as of [ 1 (the 

"Effective Time"). 

Section 3.04 Closing Deliveries. 

(a) 
Transferee the following items: 

At the Closing, Transferor will deliver, or cause to be delivered, to 

(i) 

(ii) 

by Transferor; 

(iii) 

Transferor; 

(iv) 

Transferor; 

possession of the Transferred Assets; 

an original of each of the Deeds, duly executed and acknowledged 

an original of the Asset Transfer Agreement duly executed by 

an original of the Assumption Agreement duly executed by 
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(v) an original of each Assignment of Easements and Rights of Way 

duly executed by Transferor; 

(vi) an original of each Assignment of Real Property Leases duly 

executed by Transferor; 

(vii) an original of the Assignment of Contracts and Laeases duly 

executed by Transferor; 

(viii) the PCRB Support Notes duly executed by Transferor; and 

(ix) such other documents as are conteinplated by this Agreement or as 

the Transferee may reasonably request to carry out the purposes of this Agreement. 

(b) At the Closing, Transferee will deliver, or cause to be delivered, to 

Transferor the following items: 

(i) an original of the Asset Transfer Agreement duly executed by 
Transferee; 

(ii) an original of the Assumption Agreement duly executed by 

Transferee; 

(iii) an original of each Assignment of Easements and Rights of Way 

duly executed by Transferee; 

(iv) an original of each Assignment of Real Property Leases duly 

executed by Transferee; 

(v) an origiiial of the Assignment of Contracts duly executed by 

Transferee; and 

(vi) such other documents as are contemplated by this Agreement or as 

the Transferor may reasonably request, including vehicle titles, to consummate the 

transactions contemplated hereby. 
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ARTICLE IV 

EPRESENTATIONS AND WARRANTIES 

Section 4.01 Representations and Warranties of Transferor. Transferor represents and 

warrants to Transferee as follows: 

(a) Organization and Good Standing; Qualification. Transferor is a 

corporation duly formed, validly existing and in good standing under the laws of the state of 

Ohio. Transferor has all requisite power and authority to own, lease or operate the Transferred 

Assets and to carry on its business as it is now being conducted. 

(b) Authority and Enforceability. Transferor has full power and authority to 

execute and deliver, and carry out its obligations under, this Agreement and each Ancillary 

Agreement to which it is a party and to consummate the transactions contemplated hereby and 

thereby. The execution, delivery and peiforinance by Transferor of this Agreement and each 

Ancillary Agreement to which it is a party, and the consummation of the transactions 

contemplated hereby and thereby, have been duly and validly authorized by all necessary action 

on the part of Transferor. Assuming the due authorization, execution and delivery of this 

Agreement and each Ancillary Agreement to which it is a party by Transferee, this Agreement 

and each such Ancillary Agreement constitutes a legal, valid and binding obligation of 

Transferor, enforceable against it in accordance with its terms, except as such enforceability may 

be limited by applicable bankruptcy, insolvency and other similar laws affecting the rights and 

remedies of creditors generally and by general principles of equity. 

(c) No Violation; Consents and Approvals. 

(i) neither the execution, delivery and performance by Transferor of 

this Agreement and each Ancillary Agreement to which it is a party, nor the 

consummation by Transferor of the transactions contemplated hereby and thereby, will (i) 

conflict with or result in any breach of any provision of the Organizational Documents of 

Transferor; (ii) result in a default (or give rise to any right of termination, cancellation or 

acceleration), or require a consent, under any of the terms, conditions or provisions of 

any note, bond, mortgage, indenture, material agreement or other instrument or obligation 

to which Transferor is a party or by which it or any of the Transferred Assets may be 
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bound, except for any such defaults or consents (or rights of termination, cancellation or 

acceleration) as to which requisite waivers or consents have been obtained or which 

would not, individually or in the aggregate, reasonably be expected to have a Material 

Adverse Effect; or (iii) constitute a violation of any law, regulation, order, judgment or 

decree applicable to Transferor, except for any such violations as would not, individually 

or in the aggregate, reasonably be expected to have a Material Adverse Effect. 

(ii) Transferor has obtained all consents and approvals from each 

Governmental Authority necessary for the execution, delivery and performance of this 

Agreement by Transferor or of any Ancillary Agreement to which Transferor is a party, 

or the consummation by Transferor of the transactions contemplated hereby and thereby, 

other than such consents and approvals which, if not obtained or made, would not, 

individually or in the aggregate, reasonably be expected to have a Material Adverse 

Effect. 

(d) Insurance. All material policies of property, liability, workers' 

compensation and other forms of insurance owned or held by, or on behalf of, Transferor and 

insuring the Transferred Assets are in full force and effect, all premiums with respect thereto 

covering all periods up to and including the date hereof have been paid (other than retroactive 

premiums), and no notice of cancellation or termination has been received with respect to any 

such policy which was not replaced on substantially similar terms prior to the date of such 

cancellation. 

(e) Leased Real Property. 

(i) Schedule 4.01(e) sets forth a description of each lease of real 

property held by Transferor (the "Real Property Leases") and the real property covered 

thereby (the "Leased Real Property") that is to be transferred as contemplated herein by 

Transferor to Transferee (but specifically excluding the Transferor's Retained Real 

Property). 

(ii) Each Real Property Lease (a) constitutes a legal, valid and binding 

obligation of Transferor and, to Transferor's Knowledge, constitutes a valid and binding 

obligation of the other parties thereto and (b) is in full force and effect and Transferor has 

not delivered or received any written notice of termination thereunder. 
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(iii) There is not under any Real Property L,ease any default or event 

which, with notice or lapse of time or both, (a) would constitnte a default by Transferor 

or, to Transferor's Knowledge, any other party thereto, (b) would constitute a default by 

Transferor or, to Transferor's Knowledge, any other party thereto which would give rise 

to an automatic termination, or the right of discretionary termination, thereof, or (c) 

would cause the acceleration of aiiy of Transferor's obligations thereunder or result in the 

creation of any Encumbrance (other than any Permitted Encumbrance) 011 aiiy of the 

Transferred Assets. There are no claims, actions, proceedings or investigations pending 

or, to the Knowledge of Transferor, threatened against Transferor or any other party to 

aiiy Real Property L,ease before any Governmental Authority or body acting in an 

adjudicative capacity relating in any way to aiiy Real Property L,ease or the sub,ject matter 

thereof. Transferor has no Knowledge of any defense, offset or counterclaim arising 

under any Real Property Lease. 

(f) Title; Condition of Assets. 

(i) Subject to Permitted Encumbrances, Transferor holds title to the 

Real Property and the Easements and Rights of Way and has good and valid title thereto 

and to the other Transferred Assets that it purports to own or in which it has an interest, 

free and clear of all Encumbrances. 

(ii) The tangible assets (real and personal) at, related to, or used in 

connectioii with Generating Plants, the Transmission Assets and the Cook Coal Terminal, 

taken as a whole, (a) are in good operating and usable condition and repair, free from any 

defects (except for ordinary wear and tear, in light of their respective ages and historical 

usages, and except for such defects as do not materially interfere with the use thereof in 

the conduct of the normal operation and maintenance of the Transferred Assets taken as a 

whole) and (b) have been maintained consistent with Good Utility Practice. 

(iii) Transferor owns and possesses all right, title and interest in and to 

the Subsidiary Stock free and clear of all Encumbrances. 

(g) Environmental Matters. Section I of Schedule 4.01(g) lists all material 

Environmental Permits. Except as disclosed in Schedule 4.01 (g): 
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(i) Transferor holds, and is in compliance with, all permits, 

certificates, certifications, licenses and other authorizations issued by Governinental 

Authorities under Environmental Laws that are required for Transferor to conduct the 

business and operations of the Transferred Assets (collectively, "Environmental 

Perniits"), and Transferor is otherwise in coinpliance with all applicable Environmental 

Laws with respect to the business and operations of the Transferred Assets, except for 

any such failures to hold or comply with required Environmental Permits, or such failures 

to be in compliance with applicable Environmental Laws, as would not, individually or in 

the aggregate, reasonably be expected to have a Material Adverse Effect; 

(ii) Transferor has not received any written request for information, or 

been notified of any violation, or that it is a potentially responsible party, under CERCL,A 

or any other Enviroiiinental Law for contamination or air emissions at the Generating 

Plants, the Real Property, the Leased Real Property, the real property covered by the 

Easements and Rights of Way or the Cook Coal Terminal except for any such requests or 

notices that would result in liabilities under such laws as would not, individually or in the 

aggregate, reasonably be expected to have a Material Adverse Effect, and there are no 

claiins, actions, proceedings or investigations pending or, to the Knowledge of 

Transferor, threatened against Transferor before any Governmental Authority or body 

acting in an adjudicative capacity relating in any way to any Environmental Laws or 

against Transferor or Parent concerning contamination or air emissions at the Generating 

Plants, the Real Property, the L,eased Real Property, the real property covered by the 

Easeinents and Rights of Way or the Cook Coal Terminal; 

(iii) no Environmental Condition exists that is reasonably expected to 

have a Material Adverse Effect; and 

(iv) there are no outstanding judgments, decrees or judicial orders 

relating to the Transferred Assets regarding compliance with any Environmental Law or 

to the investigation or cleanup of Hazardous Substances under any Environmental Law 

relating to the Transferred Assets, except for such outstanding judgments, decrees or 

judicial orders as would not, individually or in the aggregate, reasonably be expected to 

have a Material Adverse Effect. 
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The representations and warranties made in this Section 4.01 (g) are the exclusive representations 

and warranties of Transferor relating to environmental matters. 

(h) Condemnation. There are no pending or, to the Knowledge of Transferor, 

threatened proceedings or governmental actions to condemn or take by power of eminent domain 

all or any part of the Transferred Assets. 

(i) Contracts. 

(i) Schedule 4.01 (i) lists all written contracts, agreements, licenses 

(other than Environmental Permits, Permits or Intellectual Property) or personal property 

and non-real property leases (including (a) the barge and boat leases comprising a part of 

the River Transportation Assets and (b) the facilities lease for the Cook Coal Terminal) of 

Transferor that are material to the business or operations of the Transferred Assets (the 

“Contracts”). 

(ii) Each Contract (a) constitutes a legal, valid and binding obligation 

of Transferor and, to Transferor’s Knowledge, constitutes a valid and binding obligation 

of the other parties thereto and (b) is in full force and effect aiid Transferor has not 

delivered or received any written notice of termination thereunder. 

(iii) There is not under any Contract and Lease any default or event 

which, with notice or lapse of time or both, (a) would constitute a default by Transferor 

or, to Transferor’s Knowledge, any other party thereto, (b) would constitute a default by 

Transferor or, to Transferor’s Knowledge, any other party thereto which would give rise 

to an automatic termination, or the right of discretionary termination, thereof, or (c) 

would cause the acceleration of any of Transferor’s obligations thereunder or result in the 

creation of any Encumbrance (other than any Permitted Encumbrance) on any of the 

Transferred Assets. There are no claims, actions, proceedings or investigations pending 

or, to the Knowledge of Transferor, threatened against Transferor or any other party to 

any Contract before any Governmental Authority or body acting in an adjudicative 

capacity relating in any way to any Contract or the subject matter thereof. Transferor has 

no Knowledge of any defense, offset or counterclaim arising under any Contract. 
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(i) Legal Proceedings. Except as set forth on Schedule 4.01(i) there are no 

actions or proceedings pending or, to the Knowledge of Transferor, threatened against Transferor 

before any court, arbitrator or Governmental Authority, which, individually or in the aggregate, 

would reasonably be expected to have a Material Adverse Effect. Transferor is not subject to 

any outstanding judgments, rules, orders, writs, iii.junctions or decrees of any court, arbitrator or 

Governmental Authority that, individually or in the aggregate, would reasonably be expected to 

have a Material Adverse Effect. 

(k) Permits. 

(i) Transferor has all permits, licenses, franchises and other 

governmental authorizations, consents and approvals (other than Environmental Permits, 

which are addressed in Section 4.01(k)) necessary to own and operate the Transferred 

Assets (collectively, "Permits"), except where any failures to have such Permits would 

not, individually or in the aggregate, reasonably be expected to have a Material Adverse 

Effect. Transferor has not received any written notification that Transferor is in 

violation, nor does Transferor have Knowledge of any violations, of any such Permits, or 

any Law or judgment of any Government Authority applicable to Transferor with respect 

to the Transferred Assets, except for violations that would not, individually or in the 

aggregate, reasonably be expected to have a Material Adverse Effect. 

(ii) Section I1 of Schedule 4.01(k) lists all material Permits (other than 

Environmental Permits). 

(1) Taxes. To the Knowledge of Transferor, Transferor has filed all Tax 

Returns that are required to be filed by it with respect to any Tax relating to the Transferred 

Assets, and Transferor has paid all Taxes that have become due as indicated thereon, except 

where such Tax is being contested in good faith by appropriate proceedings, or where any 

failures to so file or pay would not, individually or in the aggregate, reasonably be expected to 

have a Material Adverse Effect. There are no Encumbrances for Taxes on the Transferred Assets 

that are not Permitted Encumbrances. 

(rn) Intellectual Property. Transferor has such ownership of or such rights by 

license or other agreement to use all Intellectual Property necessary to permit Transferor to 

conduct its business with respect to the Transferred Assets as currently conducted, except where 
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any failures to have such ownership, license or right to use would not, individually or in the 

aggregate, reasonably be expected to have a Material Adverse Effect. Transferor is not, nor has 

Transferor received any notice that Transferor is, in default (or with the giving of notice or lapse 

of time or both, would be in default) under any contract to use such Intellectual Property, and 

there are no material restrictions on the traiisfer of any material contract, or any interest therein, 

held by Transferor in respect of such Intellectual Property. Transferor has not received notice 

that it is infringing any Intellectual Property of any other Person in connection with the operation 

or business of the Transferred Assets. 

(n) Compliance with Laws. Transferor is in compliance with all applicable 

Laws with respect to the ownership or operation of the Transferred Assets, except where any 

such failures to be in compliance would not, individually or in the aggregate, reasonably be 

expected to have a Material Adverse Effect. 

(0) Limitation of Representations and Warranties. EXCEPT FOR THE 

REPRESENTATIONS AND WARRANTIES SET FORTH IN THIS AGREEMENT AND 

IN ANY ANCILLARY AGREEMENT, TRANSFEROR IS NOT MAKING, AND 

HEREBY DISCLAIMS, ANY OTHER REPRESENTATIONS AND WARRANTIES, 

WRITTEN OR ORAL, STATUTORY, EXPRESS OR IMPLIED, CONCERNING 

TRANSFEROR OR THE TRANSFERRED ASSETS OR ANY PART THEREOF. 

Section 4.02 Representations and Warranties of Transferee. Transferee represents and 

warrants to Transferor as follows: 

(a) Organization and Good Standing. Transferee is a corporation duly 

formed, validly existing and in good standing under the laws of the state of Delaware and has all 

requisite power and authority to own, lease or operate its properties and to carry on its business 

as it is now being conducted. 

(b) Authority and Enforceability. Transferee has full power and authority to 

execute and deliver and carry out its obligations under this Agreement and each Ancillary 

Agreement to which it is a party, and to consummate the transactions contemplated hereby and 

thereby. The execution, delivery and performance by Transferee of this Agreement and each 

such Ancillary Agreement, and the consummation of the transactions contemplated hereby and 

thereby, have been duly and validly authorized by all necessary action by Transferee. 
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Assuming the due authorization, execution and delivery of this Agreement and each such 

Ancillary Agreement by the other party or parties thereto, this Agreement and each such 

Ancillary Agreement constitutes a legal, valid and binding obligation of Transferee, enforceable 

against Transferee in accordance with its terms, except as such enforceability may be limited by 

applicable bankruptcy, insolvency and other similar laws affecting the rights and remedies of 

creditors generally and by general principles of equity. 

(c) No Violation; Consents and Approvals. 

(i) Neither the execution, delivery and performance by Transferee of 

this Agreement and each Ancillary Agreement to which Transferee is a party, nor the 

consummation by Transferee of the transactions contemplated hereby and thereby, will 

(a) conflict with or result in any breach of any provision of the Organizational Documents 

of Transferee; (b) result in a default (or give rise to any right of termination, cancellation 

or acceleration), or require a consent, under any of the terms, conditions or provisions of 

any note, bond, mortgage, indenture, material agreement or other instrument or obligation 

to which Transferee is a party or by which any of their respective material properties or 

assets may be bound, except for any such defaults or consents (or rights of termination, 

cancellation or acceleration) as to which requisite waivers or consents have been obtained 

or which would not, individually or in the aggregate, reasonably be expected to have a 

material adverse effect on the ability of Transferee to perform its obligations under this 

Agreement and the Ancillary Agreements; or (c) constitute a violation of any law, 

regulation, order, judgment or decree applicable to Transferee, except for any such 

violations as would not, individually or in the aggregate, reasonably be expected to have 

a material adverse effect on the ability of Transferee to perform its obligations under this 

Agreement and the Ancillary Agreements. 

(ii) Transferee has obtained all consents and approvals from each 

Governiriental Authority or other Person necessary for the execution and delivery of this 

Agreement or any Ancillary Agreement by Transferee, or the consummation by 

Transferee of the transactions contemplated hereby and thereby, except for any such 

consents and approvals which, if not obtained or made, would not, individually or in the 

aggregate, reasonably be expected to have a material adverse effect on the ability of 
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Transferee to perform its obligations under this Agreement and the Ancillary 

Agreements. 

(d) Legal Proceedings. There are no actions or proceedings pending or, to the 

Knowledge of Transferee, threatened against Transferee before any court, arbitrator or 

Governmental Authority, which, individually or in the aggregate, would reasonably be expected 

to have a Material Adverse Effect on the ability of Transferee to perform its obligations under 

this Agreement and the Ancillary Agreements. Transferee is not subject to any outstanding 

,judgments, rules, orders, writs, injunctions or decrees of any court, arbitrator or Governmental 

Authority which, individually or in the aggregate, would reasonably be expected to have a 

material adverse effect on the ability of Transferee to perform its obligations under this 

Agreement and the Ancillary Agreements. 

ARTICLE V 

CERTAIN COVENANTS AND AGREEMENTS 

Section 5.01 Transfer Tax; Recording Costs. All transfer, use, stamp, sales and similar 

Taxes and recording costs incurred in connection with this Agreement and the transactions 

contemplated hereby shall be the sole responsibility of Transferee. 

Section 5.02 Further Assurances. 

(a) Sub,ject to the terms and conditions of this Agreement, Transferor and 

Transferee shall use commercially reasonable efforts to take, or cause to be taken, all actions, 

and to do, or cause to be done, all things necessary, proper or advisable under applicable Laws to 

consummate and make effective the transfer of the Transferred Assets pursuant to this 

Agreement and the assumption of the Assumed Liabilities, including using commercially 

reasonable efforts with a view to obtaining all necessary consents, approvals and authorizations 

of, and making all required notices or filings with, third parties required to be obtained or made 

in order to consummate the transactions hereunder, including the transfer of the Environmental 

Permits and the Permits to Transferee. Neither Transferor, on the one hand, nor Transferee, on 

the other hand, shall, without prior written consent of the other, take or fail to take any action 

which might reasonably be expected to prevent or materially impede, interfere with or delay the 

transactions contemplated by this Agreement. 
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(b) In the event that any portion of the Transferred Assets shall not have been 

conveyed to Transferee at the Closing, Transferor shall, subject to paragraphs (c) and (d) 

immediately below, convey such asset to Transferee as promptly as practicable after the Closing. 

(c) To the extent, if any, that Transferor's rights under any Contract, Real 

Property Leases or Easements and Rights of Way may not be assigned without the consent of 

any other party thereto, which consent has not been obtained by the Closing Date, this 

Agreement shall not constitute an agreement to assign the same if an attempted assignment 

would constitute a breach thereof or be unlawful. Transferor and Transferee agree that if any 

consent to an assignment of any Contract, Real Property L,ease or Easement and Right of Way 

has not been obtained at the Closing Date, or if any attempted assignment would be ineffective 

or would impair Transferee's rights and obligations under the Contract, Real Property Lease or 

Easement and Right of Way in question, so that Transferee would not in effect acquire the 

benefit of all such rights and obligations, Transferor, at its option and to the maximum extent 

permitted by law and such Contract, Real Property L,ease or Easement and Right of Way, shall, 

after the Closing Date, (i) appoint Transferee to be Transferor's agent with respect to such 

Contract, Real Property Lease or Easement and Right of Way or (ii) to the maximum extent 

permitted by law and such Contract, Real Property Lease or Easement and Right of Way, enter 

into such reasonable arrangements with Transferee or take such other commercially reasonable 

actions to provide Transferee with the same or substantially similar rights and obligations of such 

Contract, Real Property Lease or Easement and Right of Way. From and after the Closing Date, 

Transferor and Transferee shall cooperate and use comnierciall y reasonable efforts to obtain an 

assignment to Transferee of any such Contract, Real Property Lease or Easement and Right of 

Way. 

(d) To the extent that Transferor's rights under any warranty or guaranty 

described in Section 2.01(r) may not be assigned without the consent of another Person, which 

consent has not been obtained by the Closing Date, this Agreement shall not constitute an 

agreement to assign the same, if an attempted assignment would constitute a breach thereof or be 

unlawful. The Parties agree that if any consent to an assignnient of any such warranty or 

guaranty has not been obtained or if any attempted assignment would be ineffective or would 

impair Transferee's rights and obligations under the warranty or guaranty in question, so that 

Transferee would not in effect acquire the benefit of all such rights and obligations, Transferor 
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shall use commercially reasonable efforts to the extent permitted by law and such warranty or 

guaranty, to enforce such wai-ranty or guaranty for the benefit of Transferee to the maximum 

extent possible so as to provide Transferee with the benefits and obligations of such warranty or 

guaranty. Notwithstanding the foregoing, Transferor shall not be obligated to bring or file suit 

against any third party, provided that if Transferor determines not to bring or file suit after being 

requested by Transferee to do so, Transferor shall assign, to the extent permitted by law or any 

applicable agreement, its rights in respect of the claims so that Transferee may bring or file such 

suit. 

Section 5.03 Survival. The representations and warranties of the Parties contained 

herein shall survive for a period of three years from the Closing Date and thereafter shall be of 

no further force and effect. 

Section 5.04 Indemnification bv Transferor. Subject to the limitation forth in Section 

5.03, Transferor hereby agrees to indemnify, defend and hold hai-mless Transferee and its 

respective shareholders, directors, officers and employees from and against any damages 

suffered or incurred by them arising out of (i) any breach of any representation or warranty made 

by Transferor, (ii) any breach by Transferor of any covenant or obligation of Transferor in this 

Agreement and (iii) the Excluded Liabilities. 

Section 5.05 Indemnification bv Transferee. Subject to the limitation forth in Section 

5.03, Transferee hereby agrees to indemnify, defend and hold harmless Transferor and its 

respective shareholders, directors, officers and employees from and against any damages 

suffered or incurred by them arising out of (i) any breach of any representation or warranty made 

by Transferee, (ii) any breach by Transferee of any covenant or obligation of Transferee in this 

Agreement and (iii) the Assumed Liabilities. 

ARTICLE VI 

MISCELLANEOUS PROVISIONS 

Section 6.01 Notices. All notices and other communications hereunder shall be in 

writing and shall be deemed given (i) on the day when delivered personally or by e-mail (with 

confirmation) or facsimile transmission (with confirmation), (ii) on the next Business Day when 
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delivered to a nationally recognized overnight delivery service, or (iii) five ( 5 )  Business Days 

after deposited as registered or certified mail (return receipt requested), in each case, postage 

prepaid, addressed to the recipient Party at its address set forth below (or to such other addresses 

and e-mail and facsimile numbers for a Party as shall be specified by like notice; provided, 

however, that any notice of a change of address or e-mail or facsimile number shall be effective 

oiily upon receipt thereof): 

If to Transferor, to: 

Ohio Power Company 

Attn: 

Facsimile No.: 

Email: 

If to Transferee, to: 

AEP Generation Resources Inc. 

Attn: 

Facsimile No.: 

Email: 

Section 6.02 Waiver. The rights and remedies of the Parties are cumulative and not 

alternative. Neither the failure nor any delay by any Party in exercising any right, power, or 

privilege under this Agreement or the documents referred to in this Agreement will operate as a 

waiver of such right, power, or privilege, and no single or partial exercise of any such right, 

power, or privilege will preclude any other or further exercise of such right, power, or privilege 

or the exercise of any other right, power, or privilege. To the maximum extent permitted by 

29 



Form of Asset Contribution Agreement 

applicable Law, (a) no claim or right arising out of this Agreement or the documents referred to 

in this Agreement can be discharged by one Party, in whole or in part, by a waiver or 

renunciation of the claim or right Ltnless in writing signed by each other Party; (b) no waiver that 

may be given by a Party will be applicable except in the specific instance for which it is given; 

and (c) no notice to or demand on one Party will be deemed to be a waiver of any obligation of 

such Party or of the right of the Party giving such notice or demand to take further action without 

notice or demand as provided in this Agreement or the documents referred to in this Agreement. 

Section 6.03 Entire Agreement; Amendment; Etc. 

(a) This Agreement and the Aiicillary Agreements, including the Schedules, 

Exhibits, documents, certificates and instruments referred to herein or therein, embody the entire 

agreement and understanding of the Parties hereto in respect of the transactions contemplated by 

this Agreement. There are no restrictions, promises, representations, warranties, covenants or 

undertakings, other than those expressly set forth or referred to herein or therein. This Agreement 

supersedes all prior or contemporaneous agreements, understandings or statements or agreements 

between the Parties, whether written or oral, with respect to the transactions contemplated 

hereby. Each Party acknowledges and agrees that no employee, officer, agent or representative of 

the other Party has the authority to make any representations, Statements or promises in addition 

to or in any way different than those contained in this Agreement and the Ancillary Agreements, 

and that it is not entering into this Agreement or the Ancillary Agreements in reliance upon any 

reliance upon an representation, statement or promise of the other Party except as expressly 

stated herein or therein. 

(b) This Agreement may not be amended, supplemented, terminated or 

otherwise modified except by a written agreement executed by Transferor and Transferee. 

(c) This Agreement shall be binding upon and inure solely to the benefit of 

each Party hereto and nothing in this Agreement, express or implied, is intended to or shall 

confer upon any other Person any right, benefit or remedy of any nature whatsoever under or by 

reason of this Agreement. 

Section 6.04 Assimment. This Agreement and all the of the provisions hereof shall be 

binding upon and inure to the benefit of the Parties hereto and their respective successors and 

permitted assigns, but neither this Agreement nor any of the rights, interests or obligations 
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hereunder may be assigned by, on the one hand, Transferor, and on the other hand, Transferee, in 

whole or in part (whether by operation of law or otherwise), without the prior written consent of 

the other Party, and any attempt to make any such assignment without such consent will be null 

and void. Notwithstanding the foregoing, Transferor or Transferee may assign or otherwise 

transfer its rights hereunder and under any Ancillary Agreement to any bank, financial institution 

or other lender providing financing to Transferor or Transferee, as applicable, as collateral 

security for such financing; provided, however, that no such assignment shall (i) impair or 

materially delay the consummation of the transactions contemplated hereby or (ii) relieve or 

discharge Transferor or Transferee, as the case may be, from any of its obligations hereunder and 

thereunder. 

Section 6.05 Severability. If any term or other provision of this Agreement is invalid, 

illegal or incapable of being enforced by any law or public policy, all other terms and provisions 

of this Agreement will nevertheless remain in full force and effect so long as the economic or 

legal substance of the transactions contemplated hereby is not affected in any manner materially 

adverse to any party hereto. Upon such determination that any term or other provision is invalid, 

illegal or incapable of being enforced, the Parties will negotiate in good faith to modify this 

Agreement so as to effect the original intent of the Parties as closely as possible in an acceptable 

manner in order that the transactions Contemplated hereby are consummated as originally 

contemplated to the greatest extent possible. 

Section 6.06 Governing Law. This Agreement, the construction of this Agreement, all 

rights and obligations between the Parties to this Agreement, and any and all claims arising out 

of or relating to the subject matter of this Agreement (including all tort and contract claims) will 

be governed by and construed in accordance with the laws of the state of Ohio, without giving 

effect to choice of law principles thereof. 

Section 6.07 Counterparts: Facsimile Execution. This Agreement may be executed in 

one or more counterparts, all of which will be considered one and the same agreement and will 

become effective when one or more counterparts have been signed by each of the Parties and 

delivered to each other Party, it being understood that the Parties need not sign the same 

counterpart. This Agreement may be executed by facsimile signature(s) or signatures in portable 

document format. 
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Section 6.08 Schedules. The Schedules to this Agreement are iiiteiided to be and 

hereby are specifically made a part of this Agreement. 

Section 6.09 Specific Performance. The Parties hereto agree that irreparable damage 

would occiir in the event any of the provisions of this Agreement were not to be performed in 

accordance with the terms hereof and that the Parties will be entitled to specific performance of 

the terms hereof in addition to any other remedies at law or in equity. 

Signatures appear on following page 
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IN WITNESS W OF, each of the Parties has caused this Asset Contribution 

Agreement to be executed on its behalf by its respective officer thereunto duly authorized, all as 

of the day and year first above written. 

OHIO POWER COMPANY 

By : 
Name: 
Title: 

AEP GENERATION RESOURCES INC. 

By : 
Name: 
Title: 

s-1 
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Ohio Power Company Retail Service Territov 

Plant Location Plant Location 

John E. Amos Winfield, WV Muskingum River Waterford, OH 

Beckjord New Richmond, OH Picway Lockhourne, OH 

Cardinal Brilliant, OH Racine Racine, OH 

Conesvi I le Conesville, OH Philip Sporn New Haven, WV 

Darby M t  Sterling, OH J.M. Stuart Aherdeen, OH 

Gen. J.M. Gavin Cheshire, OH Waterford Waterford, OH 

Kammer Moundsville, WV W.H. Zimmer Moscow, OH 

Mitchell Moundsville, WV 



egulatory Approvals 

COPIES OF AND LINKS TO DOCUMENTS IN OHIO COMMISSION PROCEEDINGS 

1. October 17,2012, Public TJtilities Commission of Ohio, Finding and Order, Case 
No. 12-1 126-EL,-TJNC, Approval of Aiiieiidmeiit to Ohio Power’s Corporate 
Separation Plan (26 pages). 
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BEFORE 

THE PUBLIC UTILITIES COMMISSION OF OHIO 

In the Matter of the Application of Ohio ) 
Power Company for Approval of an ) Case No. 12-1126-ELUNC 
Amendment to its Corporate Separation ) 
Plan. ) 

FINDING AND ORDER 

The Commission finds: 

(1) Ohio Power Company (OP, Company) is a public utility as 
defined in Section 4905.02, Revised Code, and, as such, is 
subject to the jurisdiction of this Commission. 

(2) On January 27, 2011, in Case No. 12-346-EL-SSO, et al. (ESP 
2), OP and Columbus Southern Power Company (CSP) filed 
an application for a standard service offer (W) pursuant to 
Section 4928.141, Revised Code.* The application was for an 
electric security plan (ESP) in accordance with Section 
4928.143, Revised Code. 

(3) On September 7, 2021, a stipulation and recommendation 
(ESP 2 stipulation) was filed by OF', Staff, and other parties 
to resolve the issues raised in 11-36 and several. other cases 
pending before the Commission.* 

(4) On December 14, 2011, the Commission issued an opinion 
and order in the ESP 2 and other pending cases, modifying 

In the Matter of the Application o f  Columbus Southern Power Company and Ohio Power Conrpanyfir Authority 
to Establish a Standard Service Offer Pursuant to Section 4928.243, Revised Code, in the Form of an Electric 
Security Plan, Case Nos. ll-346-EL-SSO and 11-348-EL-SSO; In the Matter of the Application of Columbus 
Southern Power Company and Ohio Power Companyfir Approval of Certain Accounting Authority, Case Nos. 

* In the Matter of the Application of Ohio Power Company and Columbus Southern Power Company for Authority 
to Merge and Relafed Approvals, Case No. 10-2376-EL-UNC; In the Matter of the Application of Columbus 
Southern Power Company to Amend its Emergency Curtailment Service Riders, Case No. 10-343-EL-ATA; In 
the Matter of the Application of Ohio Pmer Company to Amend its Emergency Curtailment Sentice Riders, 
Case No. 10-344-EL-ATA; In the Matter of the Commission Review of the Capacity Chnrges of Ohia Power 
Company and Columbus Soufhern Power Company, Case No. 10-2929-ELrUNC; In the Matter of the 
Application of Calumbus Sautllern Power Company for Approval of a Mechanism to Recover Defirred Fuel Costs 
Pursuant to Section 4928,144, Revised Code, Case No. ll-4920-ELRDR; In the Matter of the Application o f  
Ohio Power Campany for Approval of a Mechanism fo Recover Deferred Fuel Costs Pursuant to Section 
4928.144, Revised Code, Case No. 114921-EGRDR. 

ll-349-EL-AAM tirid ll-350-ELAAM. 
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and adopting the ESP stipulation (ESP 2 Order) which 
included approval of the request to merge CSP with and into 
OP to be effective December 31, 2011. Several applications 
for rehearing of the Commission's December 14,2011, Order 
in the ESP 2 and consolidated cases were filed. On February 
23, 2012, the Commission issued its Entry on Rehearing 
finding that the Stipulation, as a package, did not benefit 
ratepayers and was not in the public interest and, thus, did 
not satisfy the three-part test for the consideration of 
stipulations. 

On March 30, 2012, in Case No. 11-346-EL-SS0, et al. 
(modified ESP 2), OP filed a modified application for a S50 
pursuant to Section 4928.141, Revised Code.3 The modified 
application was also for an ESP in accordance with Section 
4928.143, Revised Code. 

On March 30, 2012, in the above captioned case, QP also 
filed an application for approval to amend its corporate 
separation plan in accordance with Rule 4901:1-37-06(A) and 
4901:l-37-09, Ohio Administrative Code (O.A.C.) and 
pursuant to the requirements of Section 4928.17, Revised 
Code. As a part of its application, OP seeks a waiver of 
Rules 4901:1-37-09(C)(4), and 4901:1-37-09(D), O.A.C. Rule 
4901:1-37-09(C)(4), O.A.C., requires that an application to 
sell or transfer generating assets state the fair market value 
and the book value of the property to be transferred. Rule 
4901:1-37-09(D), directs that a hearing be scheduled, if at the 
Commission's discretion, the application appears to be 
unjust, unreasonable or not in the public interest. If the 
application alters the jurisdiction of the Commission as to 
generation assets, the Commission shall fix a time and place 
for hearing, unless for good cause shown the hearing is 
waived. 

Pursuant to Rule 4901:1-37-06(B), O.A.C., a filing to revise or 
amend an electric utility's corporate separation plan shall be 

In tlle Matter of fhe Applicarion of Columbus Southern P i m ~  Company and Ohio Power Conzpany fw Authority 
to Establish a Standard Seroice Offer Pursuanf to Section 4928.143, Revised Code, in the Fonn of an Electric 
Security Plan, Case Nos. 11-346-ELSSO and 11-WELSSO; In fhe Maffer of the Application of Columbus 
S o u t h z  Power Company and Ohio Power Company for Approval of Certain Accounting Aufhority, Case Nos. 
11-349-EL-AAM and 11-350-ELAAM. 
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deemed approved if not acted on by the Commission within 
60 days after it is filed. By entry issued May 29, 2012, Or's 
application to revise its corporate separation plan was 
suspended, until the Commission specifically orders 
otherwise, to allow additional time to fully evaluate the 
proposed amendments. 

(8) By entry issued July 9, 2012, a procedural schedule was 
established such that motions to intervene were due July 20, 
2012, comments or objections were due July 27, 2012, and 
reply comments were due August 3,2012. 

(9) Motions to intervene were h e I y  filed by the following 
parties: Industrial Energy Users-Ohio (IEU), Ohio 
Consumers' Counsel (OCC), Duke Energy Retail Sales, LLC 
(DER), Duke Energy Commercial Asset Management 
(DECAM), FirstEnergy Solutions Corporation (FES), Duke 
Energy Ohio, Inc. (Duke), Ohio Energy Group (OEG), Direct 
Energy Services, LLC and Direct Energy Business, LLC 
(jointly Direct Energy); Buckeye Power Inc. (Buckeye), QMA 
Energy Group (OMAEG), Ohio Hospital Association (OHA), 
the fioger Company (Kroger), and Exelon Generation 
Company, LLC and Constellation NewEnergy, Inc. (jointly 
Exelon). 

(10) Each movant for intervention states that it has a direct, real, 
and substantial interest in the issues raised by OP's revised 
corporate separation application, Further, each movant 
states that the disposition of this proceeding may, as a 
practical matter, impair or impede its ability to protect that 
interest. No memoranda contra any motion to intervene was 
filed. The Commission finds that the motions to intervene 
are reasonable and should be granted. 

(11) In support of its application, OP states, among other things, 
that: 

(a) The Commission granted OP and CSP 
authority to legally separate each company's 
distribution, transmission, and generation 
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@> 

functions in their electric transition plan cases.* 
Subsequently, the Commission authorized OP 
and CSP to continue to operate on a functional 
separation basis in their rate stabilization plan 
case.5 Accordingly, AEP-Ohio has been 
operating pursuant to an interim functional 
corporate separation plan since 2001.6 

Corporate separation will be accomplished in 
several steps. OP formed a subsidiary, AEP 
Generation Resources Inc. (AEPGenCo) for the 
purposes of planning, constructing, owning, 
and operating the generating assets of OP. OP 
states that the new subsidiary is necessary in 
order to implement full structuraI corporate 
separation, as proposed in the Company's 
modified ESP 2 application and to facilitate its 
transition to a competitive market-based 
standard service offer. OP thus seeks approval 
to mod% its existing corporate separation plan 
to reflect the new structure that would result 
from the transfer of certain generating assets 
and contractual entitlements. 

(c) OP seeks Commission approval to transfer title 
of its generation assets, fuel and other 
generation-related assets at net book value to 
implement full legal corporate separation of its 
generation function. OP wiIl transfer its 
generation assets, fuel and other generation- 
related assets to AEPGenCo to plan, construct, 
own and operate the generation assets. 

(d) Corporate separation requires approval by the 
Federal Energy Regulatory Commission 
(FERC) and corporate separation will be 
implemented as soon as reasonably possible 

In the Mafter ofthe Applications of Columbus S o i t t l m  Power Company and Ohio Power Company f w  Approval 
of Their Electric Transition Plans and for Receipt of Transition Revenues, Case No. 99-1729-EL-EP, et al. 
In fhe Matter of the Application of Columbus Southem Power Company and Ohia Power Company for Approval 
of a Pasf-Market Development Period Rate Stabilization Plan, Case No. 04-169-ELUNC. 
id. 
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after such approvals are received but not 
earlier than the effective date of the 
termination of the Interconnection Agreement 
among OP and other American Electric Power 
Company Inc. (AEP) system affiliates7 

AEPGenCo will receive OP’s existing 
generation assets, fuel and contractual 
entitlements* assets and can engage in sales for 
resale as regulated by the FERC. AEPGenCa 
will assume all liabilities associated with the 
generating assets to be transferred except as 
specifically provided. 

I 

Subsequent to the transfer of the generation 
assets and liabilities from OP to AEPGenCo, 
AEPGenCo would transfer to Appalachian 
Power Company (APC) the interest in Unit 3 of 
the Amos generating plant and 80 percent of 
the Mitchell generating plant and transfer to 
Kentucky Power Company (KPC) 20 percent of 
the Mitchell generating pIant. 

QP will retain all renewable energy purchase 
agreements (REPAs), as OP does not consider 
them ”generation assets” as set forth in Section 
4928.27, Revised Code or Chapter 4901:l-37, 
Ohio Administrative Code (O.A.C.). 
Specifically, 01) would retain the Timber Road 
wind REPA, the Fowler Ridge I1 wind REPA, 
and the Wyandot solar REPA, since each was 
acquired to facilitate compliance with Section 
4928.64, Revised Code. 

OP would also retain pollution control revenue 
bonds (PCRB) with tender dates after the 
closing of corporate separation. Or  reasons 
that the PCRBs are a low cost component of 

’ AEP is the parent company of OP, AEPGenCo and American Electric Pawer Service Corporation 

The contracfrual entitlements include purchase power agreements for the aut put at the Lawrenceburg 
facility, Mone facility, the Cardinal Plant and the Ohio Valley Electric Corporation agreements. 

(AEPSC). 
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OP's long-term debt portfolio which are not 
secured by generation assets, or any other 
asset. Furthermore, OP reasons that the PCRBs 
provide some financial flexibility and are tax 
exempt. 

(i) OP contends that full structural corporate 
separation of Or's generating assets from its 
transmission and distribution functions is a 
fundamental component of the Company's 
transition to full market-based pricing of its 
generation service for retail customers and will 
promote retail shopping in Ohio. Further, OP 
states the change in its business model through 
corporate separation is critical to facilitating an 
auction-based SSO. 

(j) OP wilI transfer its generation-related assets to 
AEPGenCo in exchange for all of the 
outstanding capital stock of AEPGenCo. OP 
will distribute its shares of AEPGenCo to AEP 
and AEP will then contribute all the stock of 
AEPGenCo to a sub-holding company that is 
not a subsidiary of OP that will survive 
corporate separation and isolates the utility 
from AEPGenCo. 

(k) By Finding and Order issued June 2, 2010, in 
Case No. 09464-EL-UNC (09-464), the 
Commission approved CSYs and OP's 
corporate separation plan wherein CSP and OP 
filed the necessary information to comply with 
the requirements of Rule 4901:l-37-05, O.A.C. 
Based on the Commission's approval in 09-464, 
OP submits amendments to its corporate 
separation plan to reflect the merger of CSP 
into OP and the full structural corporate 
separation of the generation business from its 
distribution and transmission business. As 
proposed, once FERC approves corporate 
separation pursuant to the plan, OP would 
update the list of affiliates and corporate 
structure and the cost allocation manual to 
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include AEPGenCo and to reflect the merger of 
CSP into OF‘. 

Upon corporate separation, until OP’s SSO 
customers are served pursuant to auction, OP 
would purchase whalesale power from 
AEPGenCo pursuant to a full requirements 
contract. As proposed by OP, AEPGenCo 
would provide Or‘s SSO customers capacity 
from January 1,2015 through May 31,2015, but 
not energy under the wholesale power 
contract. As of June 1, 2015, energy and 
capacity for the Company’s SSO customers 
would be procured through an SSO auction 
and the SSO contract between AEPGenCo and 
OP would terminate. OP states that the 
axnendments to the corporate separation plan 
are the same amendments previously 
approved by the Commission in the 
Company’s most recent corporate separation 
case which was subsequently withdrawn by 
the Company.9 

(m) Addressing the filing requirements for an 
application to sell or transfer generating assets, 
as set forth in Rule 4901:1-37-09(C), O.A.C., OP 
states that the object and purpose of the 
proposed transfer of generating assets is to 
fulfill the mandate of Section 4928.17, Revised 
Code, and terminate the interim functional 
separation. AEPGenCo would receive OP‘s 
existing generation units and contractual 
entitlements and assume all liabilities 
associated with the transferred generation 
assets, including retired plants and the 
associated liabilities. Post corporate 
separation, AEPGenCo would be able to 
provide competitive retail generation service, 
as well as engage in sales for resale as 
regulated by FERC. 

Case No. 11-5333-ELUNC, In the Matter of the Application of Ohio Power Company fw Apprmal of an 
A m d m e n i  io its Corporaie Separation Plan, Finding and Order (January 23,2012). 
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(n) As full corporate separation requires approval 
by the FERC, OP states that corporate 
separation will be completed as soon as 
reasonable after the necessary approvals are 
received but not before the termination of the 
Pool Agreement, effective December 31, 2013, 
or such other date ordered by FERC. AEP- 
Ohio reasons that full structuraI corporate 
separation will facilitate an auction-based SSO. 
Further, OP believes that structural corporate 
separation advances the public interest by 
achieving the statutory mandate of Section 
4928.17, Revised Code. Finally, OP proposes to 
transfer the generating assets at net book value 
and, accordingly, seeks a waiver of RuIe 
4901:1-37-09(C)(4), O.A.C., to the extent 
necessary. 

(0) OP submits that there is no statutory 
requirement to provide the net book value and, 
therefore, the Commission may waive the 
requirement for good cause. OP offers that 
waiver of Rule 4901:1-37-09(C)(4), O.A.C., is 
reasonable in this case as OP seeks to transfer 
its generation assets to an affiliate within the 
same parent corporation. Further, OP states 
that transferring the generation assets based on 
an arbitrary determination of their fair market 
value is inappropriate. 

(p) The sections of OP's existing corporate 
separation plan that are not affected by the 
proposed merger and structural corporate 
separation would continue to remain in effect, 

On August 22, 2012, OP filed a supplemental statement to 
update, as represented in its application, the list of affiliates, 
as of August 3, 2012, and to update the corporate 
organizational chart included within the Cost AIlocation 
Manual to include AEPGenCo and, as a resuIt of the merger, 
eliminate CSP. In response to a request of the Sta€f, OP also 
agrees to update the Cost Allocation Manual, and notify 
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Staff of the update, once the FERC approval is received and 
contemporaneous with the closing for corporate separation. 

(13) On August 8, 2012, the Commission issued its Opinion and 
Order in OP’s modified ESP proceeding (modified ESP 2 
Order). As modified and approved, the Company’s ESP 2 
became effective with September 2012 billing and the 
modified FSP will continue through May 31,2015. As a part 
of the modified ESP 2 proceeding, the Commission 
approved, with certain modifications, OP‘s request to 
transfer its generation assets, contracts and other assets and 
liabilities related to the generation business to AEPGenCo. 
Further, the August 8, 2012 Order deferred the t e r n  and 
conditions of corporate separation to this proceeding. 

(14) In accordance with the procedural schedule established, 
timely comments were filed by Staff, OCC, FIB, Exelon, 
OMAEG, Kroger and IEU on July 27,2012. Reply comments 
were filed by OP, FES, and TEU on August 3,2012. 

Applicable Law 

Section 4928.17, Revised Code, provides that an electric 
utility that, either directly or through an affiliate, engages in 
the business of supplying a noncompetitive retail electric 
service and a competitive retail eIectric service (CRES) or a 
product or service other than retail electric service must 
operate under a corporate separation plan. Pursuant to the 
statute, the corporate separation plan must be consistent 
with the policies of the state set forth in Section 4928.02, 
Revised Code, and achieve all of the following: 

provide, at minimum, for the provision of the 
CRES or the nonelectric product or service 
through a fuIIy separated affiliate of the utility, 
and include separate accounting requirements, 
the code of conduct, and such other measures 
as are necessary to effectuate the state policy; 

satisfy the public interest in preventing unfair 
competitive advantage and preventing the 
abuse of market power; and 
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(c) be sufficient to ensure that the utility wiU not 
extend any undue preference or advantage to 
any affiliate, division, or part of its own 
business engaged in the business of supplying 
the CRES or nonelectric product or service, 
without compensation based upon fully loaded 
embedded costs charged to the affiliate; and 
ensure that any such affiliate, division, or part 
will not receive undue preference or advantage 
from any affiliate, division, or part of the 
business engaged in the business of supplying 
the noncompetitive retail electric service. No 
such utility, affiliate, division, or part shall 
extend such undue preference, 

Section 4928.17, Revised Code, further provides that no 
electric distribution utility shall sell or transfer any 
generating asset that it wholly or partly owns at any time 
without obtaining prior Commission approval. 

(16) Chapter 49013-37, O.A.C., sets forth the requirements 
pertaining to corporate separation for electric utilities. 
Specifically, the chapter is applicable to the activities 06 the 
utility and its transactions or other arrangements with its 
affiliates, any shared services of the utility with any 
affiliates, and the sale or transfer of generating assets. Rule 
4901:1-37-09(€3) through (D), O.A.C., set forth the filing 
requirements and the procedures to be followed for an 
application requesting approval of the sale or transfer of 
generating assets. Pursuant to RuIe 4901:1-37-09(C), O.A.C., 
an application to sell or transfer generating assets mustb at a 
minimum: 

{a) clearly set forth the object and purpose of the 
sale or transfer, and the terms and conditions 
of the same; 

(b) demonstrate how the sale or transfer will affect 
the current and future SSO; 

(c) demonstrate how the proposed sale or transfer I 

wiII affect the public interest; and 
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(d) state the fair market value and book value of 
all property to be transferred from the electric 
utility, and state haw the fair market value was 
determined. 

Rule 4901:1-37-09(D), O.A.C., provides that the Cornrnissian 
may fix a time and place for a hearing if the application to 
sell or transfer generating assets appears to be unjust, 
unreasonable, or not in the pubIic interest. The d e  further 
provides that the Commission shall fix a time and place for a 
hearing with respect to any application that proposes to alter 
the jurisdiction of the Commission over a generating asset. 
Finally, pursuant to Rule 4901:1-37-02(C), O.A.C., the 
Cammission may waive any requirement in Chapter 4901:l- 
37, O.A.C., other than a requirement mandated by statute, 
for good cause shown. 

Comments and Companv Replies 

Procedural Issues 

OMAEG contends that the Commission must hold a hearing 
on the application since it alters the jurisdiction of the 
Commission over generating assets in accordance with Rule 
4901:1-37-09(D), O.A.C. 

OP submits that there is no statutory requirement that a 
hearing be held, and, therefore, the Commission may waive 
the hearing for good cause. 

Pursuant to Rule 4901:1-37-02(C), O.A.C., the C o d s i o n  
finds good cause exist to waive any requirement to hold a 
hearing on the corporate separation application. Given the 
fact that we have already approved the divestiture of OP's 
generating assets as a component of the modified ESP 2 
cases, subject ta approval of the mended corporate 
separation plan, and that such decision was reached 
following an extensive hearing, which included testimony in 
support of the divestiture of the generating assets, we find 
that the requirements of Rule 4901:1-37-09(D), O.A.C., do not 
apply to this proceeding. 

IEU filed a motion to dismiss and objections to OP's 
corporate separation application. In the motion to dismiss, 



12-1 1ZBEL-UNC -12- 

IEU argues that OP‘s application is inadequate such that the 
Commission cannot determine details necessary to assert the 
Commission’s jurisdiction and to protect the pubIic interest, 
including accounting details, balance sheets, and income 
statements to be assigned each business segment. IEU 
submits that the application fails to disclose information 
necessary for an audit or to verify compliance with the 
appropriate assignment of long-term debt, administrative 
and general expense between OP and AEPGenCo. 

(21) In its reply to the various coments/objections, OP 
responds to IEU’s motion to dismiss. First, OP offers that 
the motion to dismiss is improper pursuant to Rule 4901-1- 
12, O.A.C. Next, OP contends that IEU’s claims that the 
application does not comply with Rule 4901:1-37-09(C), 
O.A.C., are incorrect. OP acknowledges, a s  does IEU, that 
the campany has requested a waiver of Rule 49019-37- 
09(C)(4), O.A.C., which requires that the application state the 
fair market value and book value of the property to be 
transferred. 

(22) Upon review of the application, the Compziny’s 
supplemental statement, reply coments  and taking into 
account the Commission decision in the Company‘s 
modified ESP 2 Order, the Commission concludes that OP‘s 
corporate separation application includes the necessary 
information required by Rule 490l:1-37-09(C)( 1) through (3), 
O.A.C., and, therefore, the motion to dismiss the application 
is denied. 

With respect to OP’s request for a waiver of Rule 4901:l-37- 
09(C)(4), O.A.C., the Commission finds that such request is 
reasonable and should be granted pursuant to Rule 49019- 
37-02(C), 0.A.C. Because OP seeks only to transfer its 
generating assets to an affiliate within the same parent 
corporation, in compliance with the mandate of Section 
4928.17, Revised Code, we agree that it is appropriate for OP 
to transfer the assets at net book value and note that this 
approach is consistent with our recent decision in the Duke 
Energy Ohio Inc. case, Case No. 11-3549-EL-SSO et al., and 
the Corrunission’s decision in Or’s prior corporate 
separation case in Case No. 11-5333-EL-UNC, Finding and 
Order (January 23, 2012), although the request was 
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subsequently withdrawn. 
request to dismiss this application. 

Accordingly, we deny IEU’s 

Along with its comments, on July 27, 2012, IEU also filed a 
motion for protective order in accordance with Rule 4901-1- 
24(D), O.A.C. IEU states that in its request to dismiss and 
objections, it refers to an exhibit marked as confidential by 
OP, While IEU takes no position on whether the information 
is a confidential trade secret under Ohio law, TEU states that 
it is filing this motion pursuant to a protective agreement 
with OP. OF‘ did not file a motion for protective treatment of 
the exhibit nor did any party to the proceeding file a 
memorandum contra IEU’s motion for protective order. 

After reviewing the information for which IEU seeks a 
protective order, the Commission notes that the information 
was provided during the hearing in OP’s modified ESP 2. 
During the course of the hearing, the attorney examiner 
determined that the document marked IEU Ex. 121 was 
confidential (Tr. at 2172, 2197). The Commission confirms 
the ruling of the attorney examiner and finds that the 
document should likewise be afforded confidential 
treatment in this proceeding as well. Accordingly, the 
motion for protective treatment shall be granted. 

Further, we note that the Company, ICEU and OCC have 
referred to evidence admitted into the record of the modified 
ESP 2 cases and that several issues raised are discussed in 
both proceedings. In light of the overlapping issues raised, 
the Commission, sua sponte, takes administrative notice of 
the specific exhibits presented in the modified ESP 2 cases 
which were adnnitted into evidence that are cited by the 
Company, Staff and other commenters in this matter. 

Public Benefit 

(26) OMAEG contends that OP makes two arguments in an 
attempt to demonstrate that its application for full corporate 
separation is just, reasonable, and in the public interest. 
First, OMAEG disputes that AEP-Ohio’s claim that the 
transfer of its generation assets to AEPGenCo meets the 
mandates of Section 4928.17, Revised Code, is evidence of 
how the transfer of assets will benefit the public interest. 
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OMAEG insists that the application is deficient to support a 
Commission finding that Or’s corporate separation plan 
complies with the statute and supports the policies set forth 
in Section 4928.02, Revised Code. Second, OMAEG reasons 
that OFs claims that structural corporate separation will 
advance market-based pricing for generation service, 
promote retail shopping in Ohio, and is critical to facilitating 
the Company’s auction-based SSO, as a component of its 
modified ESP, is not supported by the information presented 
in this proceeding, independent from the Company’s 
modified E P  2 case. 

OP replies that approving the current application for full 
legal corporate Separation fulfills the long-overdue statutory 
mandates, from its present ”interim” functional separation 
to full legal separation. Further, OP reasons that full legal 
corporate separation promotes the public interest and 
existing state policy by facilitating AEP-Ohio’s restructuring 
to facilitate competitively bid SSO and more competitive 
choices far electric service. Corporate separation will lead to 
full market-based pricing of generation service for retail 
customers and is a critical component of an auction-based 
SSO. 

(28) The Commission believes that structural corporate 
separation facilitates the Company’s transition to 
establishing SSQ prices based on energy &d capacity 
auctions in less than three years and, therefore, is beneficial 
to providing customers with options to secure lower cost 
retail electric service. 

Conditions of Corporate Separation 

(29) Although FES supports AEP-Ohio’s immediate move to 
structural corporate separation, FEE requests that the 
Commission make any approval of AEP-Ohio’s corporate 
separation subject to the same conditions imposed by the 
Commission in Case No. 11-5333-EL-UNCt Finding and 
Order (January 23, 2012)’ the Company’s previously 
approved corporate separation plan, FES also comments 
that AEPGenCo be required to operate independently and 
without subsidies from AEP-Ohio. 
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(30) IEU proposes more specific conditions be imposed on AEP- 
Ohio’s request for full corporate separation: 

(a) OP and its affiliates irrevocably consent to the 
Commission’s exercise of its ful1 authority as 
delegated by Section 4928.18, Revised Code. 

(b) OP retain an independent auditor, at the 
expense of OP shareholders, to evaluate th2 

corporate separation from the perspective of 
the public interest and make recommendations 
to the Commission. 

(31) In its application, OP agreed to abide by conditions 
substantially similar to the conditions offered in the Duke 
Energy Ohio Inc., in Case No. 11-3549-EL-SS0, et af., (See 
Duke Stipulation at 25-27 filed October 24,2011). 

(32) Upon review of the application, the Company’s 
supplementd statement, comments and reply comments, 
and taking into account the Commission decision ifi the 
Company’s modified ESP 2 Order, the Commission 
concludes that OP’s corporate separation application should 
be subject to the following conditions:lo 

(a) Staff, or an independent auditor at the 
Commission’s discretion, shall audit the terms 
and conditions of the transfer af the generating 
assets to ensure compliance with Section 
4928.17, Revised Code, and Chapter 4901:l-37, 
O.A.C., and any successors to the rules in that 
chapter, to ensure that no subsidiary or affiliate 
of OP that owns competitive generating assets 
has any competitive advantage due to its 
affiliation with OP. OP m y  file an application 
with the Commission to seek approval of the 
recovery of the costs associated with an 
independent audit. 

lo The Commission notes that these conditions are comparable to the conditions that we recently 
approved for Duke. In the Matter of Application of Duke Energy Ohio, Inc. for Authwity to Establish a 
Standard Service Offer Pursuant to Section 4928.143, Revised Code, in the Form of an Electric Security Plan, 
Accounting Mudijkations, and Tariffs for Generation Service, Case No. 11-3549-EL-W, ef al., Opinion and 
Order (November 22,2011) and OPs prior corporate separation proceeding. 
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(b) Staff shall be provided with access to all books, 
accounts, and recards in campliance with Rule 
4901 3-37-09( F), 0. A.C. 

I 

Following the transfer of the generating assets, 
OP shall not, without prior Commission 
approval, provide or loan funds ta, provide 
any parental guarantee or other security for 
any financing for, and/or assume any liability 
or responsibility for any obligation of 
subsidiaries or affiliates that own generating 
assets; provided, however, that contractual 
obligations arising before the date of this 
finding and order shall be permitted to remain 
with OP, without prior Commission approval, 
for the remaining period of the contract, but 
only to the extent that assuming or transferring 
such obligations is prohibited, and can not be 
effectively negotiated by the terms of the 
contract or would result in substantially 
increased liabilities for OP if Ol? were to 
transfer such obligations to its subsidiary or 
affiliate and to the extent that AEPGenCo be 
made contractually responsible to OP for all 
costs resulting from such generation related I 

liabilities. In order to facilitate verification of 
these obligations, OP shaII identify such by 
October 31,2013. 

(d) OP shall ensure that all new contractual 
obligations have a successor-in-interest clause 
that transfers all of OP‘s responsibilities and 
obligations under such contracts and relieves 
OP from any performance or liability under the 
contracts upon the transfer of the generating 
assets to its subsidiary or affiliate. 

(e) The above provisions do not restrict OP’s 
ability ta receive and pass through to the 
subsidiary or affiliate that owns the generating 
assets equity contributions from its parent that 
are in support of the generating assets, nor do 
they restrict OP’s ability to receive dividends 
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from the subsidiary or affiliate that o m  the 
generating assets and pass through such 
dividends to its parent. 

(f) Generation-related costs associated with 
implementing corporate separation shall not be 
recoverable from OP customers. 

Any subsidiary or affiliate of OP to which 
generating assets are transferred shall not use 
or rely upon the ratings from credit rating 
agencies for OP. If such subsidiary or &filiate 
currently does not maintain separate ratings 
from the credit rating agencies, then upon 
transfer of any of the generating assets, it shall 
either seek to establish such ratings or shall tie 
its credit ratings to AEP as soon as practicable 
but no later than six months folIowing such 
transfer. 

(h) Further, in the modified ESP 2 Opinion and 
Order the Commission found: 

Despite the Staff's recommendation, 
the Commission approves AEP- 
Ohio's requests to retain the 
pollution control bonds contingent 
upon a filing with the Commission 
demonstrating that AEP-Ohio 
ratepayers have not and will not 
incur any costs associated with the 
cost of servicing the associated debt. 
More specifically, AEP-Ohio 
ratepayers shall be held harmless 
fox the cost of the pollution controI 
bonds, as well as any other 
generation or generation related 
debt or inter-company notes 
retained by AEP-Ohio, 

Consistent with the Commission directives in the modified 
ESP 2 Order, and as OP recognizes in its application for 
rehearing of the modified ESP 2 Order, the Commission 
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believes the Company could achieve the Commission's 
directive by utilizing an intercompany note between OP and 
AEPGenCo wherein OP could retain the PCRB as OP 
requests and yet require AEPGenCo to provide to OP 
amounts sufficient to pay principal and interest on the 
PCRB. 

The Conxnission is also aware that in the pending 
securitization application filed in Case No. 12-1969-EL-AT.S, 
OP has reiterated its ori@ request to either permanently 
retain the PCRB maturing after corporate separation or to 
transfer those bonds only when there is no defeasance 
costs.11 The Commission reiterates its directive in the 
modified ESP 2 Order that PCRB maturing post corporate 
separation shall not be a cost recoverable, directly or 
indirectly, from OP distribution ratepayers. Therefore, the 
Commission will not permit OP to fund the defeasance costs 
of the PCRB with proceeds from the securitized bonds that 
are the subject of its application in Case No. 12-1969-EL-ATS. 
The Commission believes the Company could achieve the 
Commission's directive by utilizing an intercompany note 
between OP and AEPGenCo wherein OP could retain the 
PCRB as OP requests and yet require AEPGenCo to provide 
to OP amounts sufficient to pay principal and interest on the 
PCRB. 

REPAs 

(33) FES asks the Commission to treat the REPAS similarly such 
that either all the REPAs stay with OP or they should be 
transferred with the generation assets. 

(34) OP responds, as the Company explained in its application, 
that transfer of the REPAs does not require Commission 
approval or need to be part of a corporate separation plan or 
amendment. Further, the Company emphasizes that it is not 
"cherry picking" the REPAs to be retained or transferred but 
would retain all of the existing REPAs. 

(35) The Cornmission recognizes and approves, to the extent that 
it is necessary, OP's request to retain the existing REPAs 

l1 Ohio Power Reply Comments at 5-6. 



12-13 26-EL-UNC -19- 

because the REPAs were entered into as a part of OP’s 
compliance with Section 4928.64, Revised Code, and those 
compliance obligations remain with OP. Further, OP may 
financially settle the REPAs, in whole or in part, provided 
that the transactions are reasonable and the revenues from 
such transactions are credited to the benefit of the ratepayers 
through the mechanisms in which the REPA costs appear. 

OP and AEPGenCo Contract 

(36) FES opposes the contract between OP and AEPGenCo for 
the power needed &er the effective date of corporate 
separation until energy is delivered pursuant to SSO auction. 
FES offers, as it argued in the modified ESP, that the contract 
between OP and AEPGenCo is subject to the requirements of 
Section 4928.143(B)(2)(a), Revised Code, and would violate 
the FERC Edgar standards as to the misuse of market power. 
FES requests that the Commission make clear that it is 
reserving judgment on the proposed contract between OP 
and AEPGenCo. 

(37) IEU objects to the Company‘s corporate separation plan on 
the basis that it includes AEP-Ohio’s plan to enter into a 
wholesale contract with AEPGenCo for energy and capacity. 
IEU argues that the contract is designed to provide 
AEPGenCo with an undue preference and competitive 
advantage as a consequence of the affiliate relationship and 
conflicts with the policies set forth in Section 4928.02, 
Revised Code. IEU offers that the proposed contract 
between OP and AEPGenCo, to serve SSO customers, 
violates Sections 4928.02 and 4928.17, Revised Code, and the 
Code of Conduct. 

(38) In the modified ESP 2 Order, the Commission acknowledged 
that certain revenues paid to AEP-Ohio for generation-based 
services would be passed on to AEPGenCo. The 
Commission however, specifically did not expressly nor 
imply any endorsement of the terms or conditions af the 
AEP-Ohio contract with AEPGenCo, as it is subject to prior 
FERC approval. Therefore, the Commission makes no 
ruling, at this time on the AEPGenCo contract with OP. 
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Value of Generation Assets 

(39) The transfer of the generating assets at net book value is 
objectionable to OGC who reasons that it is inconsistent with 
the objectives of Section 4928.17, Revised Code, the pljblic 
policy set forth in Section 4928.02(€3), Revised Code, and 
Rule 4901:1-37-04(C), 0. A.C. OCC asserts that transferring 
the assets to AEPGenCo at net book value denies Ohio 
consumers any premium value associated with the 
generation facilities. OCC notes that the net book vahe of 
the generating assets is estimated at approximately $6 billion 
as of September 30, 2011.12 As such, OCC reasons that the 
Commission should consider whether the transfer of the 
generating assets at net book value, rather than the market 
value, serves the public interest. Since the Commission has 
determined that Ohio consumers will be responsible for 
deferred capacity costs, as determined by the Commission in 
Case No. 10-2929-EL-UNC, equity would dictate, according 
to OCC, that Ohio consumers should share in the w k e t  
premium associated with the generation assets. 

(40) Similarly, IEU objects to OP's proposed transfer of its 
generating assets to an affiliate at net book value without 
submission of the book value and market value of the assets. 
E U  objects to this aspect of the application particulaily in 
Light of OP's request for above-market rates and charges for 
competitive services from the Commission and FERC, 
including the Commission's decision in Case No. 10-2929- 
EL-UNC, Order (July 2, 2032) (Capacity Case Order). IEU 
submits that OFs internal analysis demonstrates that future 
cash flow from its generating plant is more than the cash 
flow required to support the current book value of its 
generating assets at PJM's reliability pricing model-based 
pricing.*3 Further, IEU states that the corporate separation 
application fails to include the market value.and book value 
of the property to be transferred. 

' 

l2 Modified ESP 2 cases, OCC Ex. 105, Tr. at 861 I) 
l3 See Modified ESP 2 cases, OCC Ex. 104, Att. 4; IEU Ex. 117, Att. 5; IETJ Ex. 120, Att. 3; IEU Ex. 121 

(Confidential). 
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First, OP argues that the cornenters should be equitably 
estopped from opposing the transfer of the assets at the net 
book value given that they advocated for a transfer at net 
book value and the waiver of Rule 4901:2-37-09((3)(4), 
O.A.C., in the stipulation filed in the Duke Energy Ohio fnc. 
ESP and corporate separation cases.14 Next, to the 
coments that call for a market valuation study, OP retorts 
that there is no basis in Ohio law which requires a market 
valuation before the transfer of assets, as Section 4928.17, 
Revised Code, does not require a market valuation study.‘ 
Further, as to OCC’s clairns that customers are entitled to 
any premium on the generation assets, OP replies that the 
Commission has previously concluded that customers pay 
for electric service and are not investors in the utility plant.15 
Ratepayers have no ownership interest in the generation 
assets, OP further reasons that the General Assembly, as a 
part of Amended Substitute Senate Bill No. 3 (SB 3) required 
generation asset divestiture but did not provide for any gain 
on such assets to be flowed back to utility customers. OP 
concludes that the market valuation concept is a part of the 
Corn.rrtission rules which has never been enforced against 
any electric utility in implementing corporate separation. 
The transfer of the generation asset from OP to AEPGenCo, 
does not create a premium or gain for AEP because it is 
merely the transfer of assets within the same holding 
company. The Company notes that cornenters did not 
timely object to OP’s request for waiver to provide the net 
book value, as conceded by OMAEG, and on that basis their 
request to deny the waiver should be rejected. OP argues 
that it is not in the public interest for the Commission to 
treat the two utilities differently, extending to Duke an 
undue and anticompetitive advantage, or to apply the same 
rule in an inconsistent manner. 

l4 In Case No. 11-3549-EL550 et al., In the Matter of the Application of Duke Energy Ohio, bzc. for Authority 
to Establish a Standard Service Offer Pursuant to Section 4928.143, Revised Code, in the F o r m  of aa EZectric 
Security Plan, Accatnting Modifications, and Tariffs for Generation Service, 

l5 In the Matter of fhe Regulation of the Electric Fuel. Component Contained within the Rate Schedules of 
Columbus Southern Paver Conzpany and Related Mutters, Case No. 88-102-EL-EFC, Opinion and Order at 
1416 (October 28,1988); Entry on Rehearing at 8 (December 20,1988). 
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OP submits that IEU's and OCC's reliance on the 2011 AEP 
accounting analysis submitted in the record of the originaI 
11-346 ESP 2 proceeding is misplaced. OP offers that the 
accounting memorandum was based on a 30-year long-term 
analysis of the entire AEP-East generation fleet to determine 
whether the total expected revenue stream for the life of the 
assets exceeded their book value, in the aggregate, as 
opposed to an analysis as to the shopping load of OP based 
on W M  pricing. OP contends that the analysis was done for 
an unrelated purpose and des not support the demands of 
OCC or IEU as to market value of generating assets. 

(42) Because OP seeks only to transfer its generating assets to an 
affiliate within the same parent corporation, in compliance 
with the mandate of Section 4928.17, Revised Code, we agree 
that it is appropriate for OP to transfer the assets at net book 
value and note that this approach is consistent with our 
recent decision in the Duke case, 11-3549, and the 
Cornmission's decision in the Company's prior corporate 
separation case in Case No. ll-5333-EL-UNCt although the 
request was subsequently withdrawn. 

AEPGenCo Transactions with APC and KYC_ 

(43) IEU opposes the transfer of the Amos Unit 3 and Mitchell 
Units to AEPGenCo and thereafter to N C  and KYC. IEU 
reasons that the transfer to APC and KYC cannot be just, 
reasonable, and in the public interest as OP has not 
identified how the proposed transfer will affect future SSO 
customer rates as required by Commission rule. 

(44) OP offers that, because the transfer of the Amos and Mitchell 
generating plants would occur through a separate and 
distinct traizsaction after OP's generation assets are 
transferred to AEPGenCo, the transfer of the Amos and 
Mitchell facilities to AP and KY are beyond' this 
Commission's authority and jurisdiction under Section 
4928.17, Revised Code. Further, OP offers that consideration 
of ownership of the generation assets after the transfer by 
the electric distribution utility, OP, is inconsistent with the 
Commission's application of its rules to other electric 
utilities. 



12-1126-EL-UNC -23- 

(45) OP assures that all liabilities associated with the generating 
assets, being transferred will be assumed by AEPGenCo, 
including the liabilities associated with the retired plants. In 
the modified ESP 2 Order, the Comrnission directed OP that, 
”subject to our approval of the corporate separation plan, the 
electric distribution utility should divest its generation assets 
from its noncompetitive electric distribution utility assets by 
transfer to its separate competitive retail generation 
subsidiary,” AEPCenCo. We further conclude, consistent 
with the Order in the modified ESP 2 cases, that OP should 
be authorized to transfer title to its generating assets to 
AEPGenCo, as set forth in its application. Thereafter, the 
transfer of certain generating assets held by AEPGenCo is 
beyond the jurisdiction of this Commission and, therefore, 
we conclude no action by this Comrnission is necessary. 

Other Issues Raised bv Staff and Interveners 

(46) Staff and other commenters raise issues in regard to AEP- 
Ohio’s implementation and the timing of a cornpetitiv~ bid 
process or energy auctions, the state compensation 
mechanism for capacity charges, the pool modification rider 
(PMR) proposed in the Company’s modified ESP 
application, and the Company‘s retention of pollution 
control revenue bonds (PCRB) in this corporate separation 
proceeding;. Staff requests that the corporate organization 
chart be updated. 

(47) Further, FES reasons that, if the Commission approves the 
Retail Stability Rider (RSR) presented in the Company‘s 
modified ESP, the Commission should mandate that the RSR 
and the cost-based state compensation mechanism 
determined in Case No. 10-2929-EL-UNC terminate on the 
effective date of corporate separation. FES argues that upon 
the effective date of corporate separation, AEPGenCo is not 
a public utility and Chapter 4909, Revised Code, is not 
applicable and, therefore, AEPGenCo should not receive 
anti-competitive cross-subsidies from AEP-Ohio or deferred 
capacity charges in violation of Chapter 4909, Revised Code. 
FES cites testimony in the modified EiSP 2 case which they 
say ‘supports its contention that AEPQEo essentially 
intends to continue functional separation as to all generation 
related revenues and AEPGenCo. OCC states that OP 
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cannot be permitted to remit any of the RSR revenue to 
AEPGenCo. To do so, according to OCC, confers an unfair 
advantage to and an undue preference upon AEPGenCo, the 
unregulated generation affiliate. The RSR is in OCC's words 
"a revenue guarantee" for AEPGenCo that is contrary to the 
public interest to emure fair competition. 

(48) The Commission notes that the comments in this case were 
filed before the C o d s s i o n  issued the Order in the 
Company's modified ESP 2 cases. Each of the 
aforementioned issues raised in the immediately preceding 
finding were considered and addressed by the Commission 
in the modified ESP 2 Order issued August 8, 2012. Staff's 
request as to the corporate organization chart was addressed 
by the Company's supplemental filing on August 22,2012.16 
As such, the Commission finds no need to address the issues 
further in this corporate separation proceeding. 

Commission Conclusions 

(49) The parties have been afforded an opportunity, in this 
proceeding, to comrnent on OPs amended corporate 
separation appiication and plan. Some of the concerns 
presented relate to the transfer of generation and generation- 
related assets. OP has provided sufficient details with 
respect to the object, purpose, and terms and conditions of 
the proposed transfer of generating assets, as well as 
demonstrated how the transfer will affect the SSO and the 
public interest, such that the Commission is satisfied that the 
transfer is just, reasonable, and in the public interest. 

(50) In the madified ESP 2 Order, the Commission directed OP 
that, "subject to our approval of the corporate separation 
plan, the electric distribution utility should divest its 
generation assets from its noncompetitive electric 
distribution utility assets by transfer to its separate 
competitive retail generation subsidiary," AEPGenCo. We 
find that the conditions set forth above provide further 
assurance that liabilities wilI be appropriately transferred ar 
that OP consumers will not be adversely affected. The 
Commission finds that the amended plan substantially 

l6 Modified ESP 2 cases, Order at 32-40,47-49,57-60. 



12-1226-EL-UNC -25- 

complies with the requirements of Rule 4901:l-37-05, O.A.C. 
As the issues raised by the intervenors and Staff have been 
satisfactorily addressed by OP in its reply comments, as well 
as through our conditions above, or as part of the modified 
ESP 2 proceeding, the Commission finds that there is no 
need to hold a hearing in this matter. 

With the imposition of the above conditions, the 
Commission believes that the necessary safeguards are in 
place to ensure that the statutory mandates pertaining to 
OP's transfer of generating assets and structural corporate 
separation are followed and that the policy of the state is 
effectuated. We conclude that OP's proposed structural 
corporate separation and amended corporate separation 
plan are in compliance with Section 4928.17, Revised Code, 
and Chapter 4901:l-37, O.A.C., and should be approved. 

It is, therefore, 

, ORDERED, That the motions to intervene, as discussed in findings (9) and 
(10) above, be granted. It is, further, 

ORDERED, That OP's request to waive the hearing is granted, as 
discussed in finding (19). It is, further, 

ORDERED, That IEUs motion to dismiss the application is denied as 
discussed in finding (22). It is, further, 

ORDERED, That the motion for protective treatment, as discussed in 
findings (23) and (24) above, be granted. It is, h ther ,  

ORDERED, That QP's appIication for structural corporate separation, as 
modified herein, be approved. It is, further, 
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ORDERED, That a copy of this finding and order be served upon all parties and 
other interested persons of record in this case. 

THE PUBLIC UTILITIES COMMISSION OF OHIO 
A 

id;Z(Sni&hler, Chairman- /7n U 

Andre '1'. Porter 

GNS/dah 

Entered in the Journal a 11 -2012 

Barcy F. McNeal 
Secretary 
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James Rubin, 1301 K Street NW, Suite 600 East Tower, Washington, D.C. 20005, on bddf  
of Ormet Primary Aluminum Corporation 

Bricker & M e r ,  by Christopher L. Montgomery, Matthew Wamock, and Terrence 
O’Donnell, 200 South Third Street, Columbus, Ohio 43215-4291, and Richard L. Sites, 155 
Bast Broad Street, 15* Floor, Colwnlnrs, Ohio 43215-3620, on behalf of Padding Wind 
Farm II, LLC. 

Gregory J. Poulos, 471 East Broad Street, Suite 1520, Columbus, Ohio 43215, on 
behalf of EnerNOC hc. 

William, Allwein & Moser, by Christopher J. Allwien, 1373 Grandview Avenue, 
Suite 212, Columbus, Ohio 43212, on behalf of Natural Resources Defense Council. 

Matthew White, 6100 Emerald Parkway, Dublin, Ohio 43316 and Whitt Sturtevant, 
LLP, by Mark A. Whitt, Melissa L. Thompson, and Andrew J. Campbell, 155 Fhst Broad 
Street, Suite 202#, Columbus, Ohio 43215, on behalt: of litterstate Gas Supply, hc. 

Bailey Cavalieri, LLC, by Dane Stinson, 10 West Broad Street, Columbus, Ohio 
43215, on behalf of Ohio Association of School Business Officials, Ohio School Boards 
Association, Buckeye Association of School Administrators, and Ohio Schools Council. 

Chad A. Endsley, 280 North High Street, P.0, Box 182383, Columbus, Ohio 43218, 
on behalf of the Ohio F a r m  Bureau Federation. 

Buckley King, by Deim N. Kaelber, 10 West Broad Street, Suite 1300, Columbus, 
Ohio 43225, on behalf of Ohio Restaurant Association. 

Elizabeth Watts and Rocc:co D’Ascenzo, 139 East Fourth Streett Cincinnati, Ohio 
45202 and Eberly McMahon, LLC, by Robert A. McMahon, 2321 Kemper h e ,  Suite 100, 
Cincinnati, Ohio 45206, on behall of Duke Energy Ohio, he. 

Amy B. Spiller and Jeanne W. Kingery, 139 East Fourth Street, Cincinnati, Ohio 
43215, and Thompson Him, LLP, fiy Philip B. Sineneng, 41 South High Street, Suite 1700, 
Columbus, Ohio 43215, on behalf of Duke Energy Retail Sdes and Duke Energy 

. Commercial Asset Management Inc. 

Charles Howard and Sarah Bruce, 655 Metro Place South, Suite 270, Dublin, Ohia 
43017, on behalf of Ohio Automobile Dealers Association 
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ludi L. Sobecki, 1065 Woodman Drive, Dayton, Ohio 45432, on behalf of Dayton 
Power and Light Company. 

Kegler, Brown, Hill & Rit€er, LPA, by Roger P. Sugarman, 65 East State Street, Suite 
1800, Columbus, Ohio 43215, on behalf of National Federation of Independent Business - 
Ohio Chapter. 

Thompson Hine, LLP, by Carolyn S. Fhhive, Stephanie Chmiel, and Michael 
Dillard, 41 South High Street, Suite 1700, cdlurnh, Ohio 43215, on behalf of Border 
Energy Electric Services, Inc. 

The BehaI Law Group, LW, by Mr. Jack D’Aurora, 501 South High Street, 
Columbus, Ohio 43215, on behalf of University of Toledo Innovation Enterprises 
Corporation. 

Hdm, Loeser & Parks, LLP, by Randy €-€art, 200 Huntington Building, Cleveland, 
Ohio 44114, on behalf of Summit Ethanol, LLC d/b/a POET Biurefinhg-Leipsic and 
Fostoria Ethanolt LLC d/ b/a POET Biordining-Fostoria. 

Jay E. Jadwin, 155 West Nationwide Blvd., Suite 500, Columbus, Ohio 43215, on 
behalf of AEP Retail Energy Partners, LLC. 

Matthew Cox Law, Ltd., by Matthew Cox, 4145 St. Theresa Boulevard, Avo% Ohio 
44021, on behalf of the Council of Smaller Enterprises. 

Willjams, Allwein & Moser, by Todd M. Williams, Two Maritime Plaza, Toledo, 
Ohio 43604, on behalf of the Ohio Business Council for a Clean Economy. 

, 

Dickstein Shapiro LLP, by Larry P. Eisenstat, Richard khfddt, and Robert L. 
Kinder, 1825 Eye St, NW, Washington, D.C. ZOOM, on behalf of CPV Power DeveIopment, 
I n C .  
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OPINION 

I. I HISTORY OF THE PROCEEDINGS 

A. First Ekctric !%cwity Plan 

On March 18, 2009, the Cmnmission issued its opinion and order regarding 
Columbus Southern Power Company’s (csp) and Ohio Power Company’s (OF) (jointly, 
AEP-Ohio or the Companies) application for an electric security plan (ESP 1 Order) h 
Case Nos. 0&917-Ei.,-SSO and 08-918-EL-SSO. The ESP 1 Order was appealed to the 
Supreme Court of Ohio (Court). On A p d  19,2011, the Court affirmed the ESP Order in 
numerous respects, but remanded the proceedings to the CommiSsion. The C o d s t i o n  
issued its order on remand on October 3,2011. In the order on remand, the Commission 
found that AEPOhio should be authorized to continue its recovery of incremental capital 
cwrying costs incurred after January 1, 2009, on past enviromenta1 investments (2001- 
2008) that were not previously reflected in the Companies’ existing rates prior to the ESP 1 
Order. In addition, the Commission found that the provider of last resort (POLR) charges 
authorized by the ESP 1 Order were not supported by the recurd on remand, and directed 
the Companies to eliminate the amount of the provider of last resort QWLR, charges 
authorized in the ESP Order and file revised tarsfs consistent with the order on remand. 

B. Initial Proposed EIectric Securitv Plan 

On January 27,2011, AEP-Ohio filed the instant appfication for a standard service 
offer (SSO) pursuant to Section 4928.141, Revised Code. T h i s  application is for approval of 
an electric security plan (Esr 2) in accordance with Section 4928.143, Revised Code. As 
filed, AEP-Ohio’s SSO application for ESP 2 would commence on January 1, 2012, and 
continue through May 31,2014. 

The following parties were granted intervention by entries dated Maxh 23,2011, 
and July 8, 2011: Industrial h e r g y  Users-Ohio (IEU), Duke Ehergy Retail Sales, LLC 
(Duke Retail), Ohio Energy Group (OEG), Ohio Hospital Association (OHA), Ohio 
Consumers’ Counsel (OCC), Ohio Partners for Affordable Energy (OPAE),I The Kroger 
Company (Kroger), FirstEnergy Solutions Corporation (ES), Padding Wind Farm I1 LLC 
(Padding), Appalachian Peace and Justice Network (APJN), Ohio Manufacturers’ 
Association Energy Group (OMAEG), AEP Retail Energy Partners LLC (AEP Retail), 
Distributed Wind Energy Association (DWEA},‘ PJM Power Providers Group (P3), 
Constellation NewEnergy, Inc. and Constellation Energy Commodities Group, he. 

Subsequently, OPAE filed a motion to withdraw from the ESP 2 prweedb~s and the request granted in 
the Commission’s December 14,2011 Order. 
On August 4,2011, DWEA filed a motion to withdraw from the ESP 2 proceedings. DWEA’s request to 
withdraw was granted it the December 14,2M1 Order. 
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(Constehtion), COMPETE Codjtim (Compete), Natural Resources Defense Council 
(NRDC), The Sierra Club {Sierra), city of Hilliard, Ohio (1311iard)l Retail Energy Supply 
Association (RESA), Exelon Generation Company, LLC (Exelon), city Qf Grove City, Ohio 
(Grove City), Association of Independent Colleges and Universities of Ohio (AICUO), 
Wal-Mart Stores East, LP and Sam’s b t ,  Inc., (Wd-Ivlart), Dominion Retail, Inc. 
(Dominim Retail}, Environmental Law and Poky Center FLIT), Ohio Environmental 
Council (OEC), Ormet Primmy Aluminum Corporation (Onnet) and EnerNOC, Inc. 
{EnerNOC). 

On September 7, 2011, numerous parties (Signatory Parties) to the ESP 2 
proceedings filed a Joint Stipulation and Recommendation (Stipulation). The Stipulation 
proposed to resolve $he FSP 2 cases as well as a number of other related AEP-Ohio matters 
pending before the ~ornmissi01~3 The evidentiary hearing in the ESP 2 cases was 
cmolidated with the related proceedings for the sole p q s e  of considering the 
Stipulation. On December 14, 2011, the Commission issued its Opinion and Order, 
concluding that the Stipulation, as modified by the order, should be adopted and 
approved. As part of the December 14,2011, Order, the Commission appmvd the merger 
of CSl? with and into OP, with OP as the surviving entity? 

Several applications for rehearing of the Commission’s December 14,2014, Order in 
the ESP 2 and consolidated cases were filed. On. February 23,2012, the Commission issued 
its Entry on Rehearing finding that the Stipulation, as a package, did not benefit ratepayers 
and was not in the public interest and, thus, did not satisfy the three-part test for the 
consideration of stipulaticjns. AW-Ohio was directed to provide notie to the Comznission 
within 30 days whether it intended to modify or withdraw its ESP. 

C. Pending Modified Electric Securitv Plan 

On March 30, 2m2, AEP-Ohio filed a modified ESP (modified ESP) for the 
Commission’s consideration. As proposed, the modified ESP would commence June 2, 
2012, and continue through May 31,2015. As proposed in the application, the Company 
states for all customer classes, customers in the CSP rate zone wiu experience, on average, 
an increase of two percent annually and customers in the OP rate zone will experience, on 
average, an hcrease of four percent annually. The modified ESP proposes the recovery of 
other costs through riders during the term of the electric security plan. In addition, the 

Including an emergency CuTtaihent proceeding in Case Nos. 10-343-ELATA and 10-344-EL-ATA 
mergemy Curtailment Cases); a request for the merger of CSP with OP in Case No. 10-2376-ELUNC 
OMerger Case); the Commission review of the state compensation mechanism for the capacity charge to 
be assessed on competitive retaif electric service (CRES} providers in Case No. 1@2929-mmC 
(Capacity Case); and a request for approval of a mechanism to recover defened fuel costs and 
accounting treatment in Case Nos. ll-492@&RDR and 114921-ELRDR (Phase-in Recovery Cases). 
By entry issued on March 7,2012, the C c ~ ~ s i c m  again approved and confirmed the tnerger of CSF 
hb OP, effective December 31,2011, in the Merger Case. 
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madified ESP contains provisions addressing distribution service, economic development, 
alternative energy resource requirements, and energy efficiency requirements. 

The modified ESP also sets forth that AEP-Qhio will begin an energy auction for 100 
percent of its SSC) load beginning in 2015, with fulI delivery and pricing through a 
competitive auction process for AEP-Ohids !SO customers beginning in June 2015. 
Beginning six months after the final order in the modified ESP case, the application states 
AEP-Ohio wiU begin conducting energy auctions for five percent of &e SSO load. In 
additicm the modified ESP provides for the elimination of American Electric Power 
Curporation's East Intemmection Pool Agreement and describes the plan fox corporate 
separation of AET-Ohio's peration assets from its distribution and Irannnission assets, 

h addition to the parties previously granted intervention in this matter, following 
AEP-Ohio's submission of its modified ESP, the following parties, were granted 
intervention on April 26,2012 Interstate Gas Supply, fnc. (IGS); The Ohio Association of 
School Business Officials, The Ohio School Boards Association, The Buckeye Association of 
School Administrators, and The Ohio Schools Council (collectively, Ohio Schools); Ohio 
Farm Bureau Federation; Ohio Restaurant Association; Duke Energy Ohio, Inc. (Duke); 
Duke Energy Commercial Asset Management hc. (DECAM); Direct Energy Services, LLC 
and Direct Energy Business, LLC (Direct); The Ohio Automobile Dealers Association 
(OADA); The Dayton Power and Light Company; The Ohio Chapter of the National 
Federation of Independent Business (NFIB); Ohio Construction Materials Coalition; 
Council of S d a  Enterprises; Border Energy Electric Services, Inc.; University of Toledo 
Innovation Enterprises Corporation; Surnmit Ethanol, LLC d/b/a POET B i o r e f i i -  
hipsic and Fmtoria Ethanol, LLC d/b/a POET Biordining-Fostoria (Summit Ethanol); 
city of Upper Arlington, Ohio; Ohio Business Council for a Clean Economy; IBEW Lad 
Union 1466 (IBEW); city of Hillsboro, Ohio; and CPV Power Development, Inc. 

I 

D. s v  of the Hearifips on Modified Plan 

1. Local Public Hearings 

Four local public hearings were held in order to d o w  AEP-Ohio's customers the 
opportunity to express their opinions regarding the issues raised within the modified 
application. Public hearings were held in Canton, Columbus, Chillicothe, and Lima. At 
the local hearings, a total of 67 witnesses5 offered testimony: 17 witnesses in Canton, 31 
witnesses in Colurnbus, 10 witnesses in Chillicothe, and nine witnesses in Lima. In 
addition to the public testimony, numerous letters were filed in the docket regarding the 
proposed ESP applications. 

One wbtess, Doug Leuthold, testified at both the Columbus and Lima public hearings. 
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At each of the public hearings, numerous witnesses testified in support of AEP- 
Ohio's modified ESP. Specifically, many witnesses testified on behalf of community 
groups and non-profit organizations that praised AEP-Qhio's chitable support to their 
organizatioiw. Witnesses that testified in favor of the modified ESP also noted that AB?- 
Ohio maintains a positive corporate presence and promotes economic development 
endeavors throughoutits service territory. Members of local unions testified in supgurt of 
AEP-Ohio's proposal, explaining it would not only allow AEP-clhio to retain jobs, but also 
create new jobs as AEP-Qhio conhues to expand its infrastrixcture throughout the region. 

' 

Several residential customers testified at the public hearings in opposition to AEP- 
Ohio's modified ESP, noting an increase in customer rates would be burdensome in light 
of the current economic recession. Many of these wiinesses pointed out that low-income 
and fixed-income residential customers wouId be particutarly vulnerable to any rate 
increases. Several witnesses also argued that the proposed application might limit 
customers' ability to shop for a CRES supplier. 

In addition, many witnesses testified on behalf of small business and commercial 
customers. These witnesses argued the proposed rate increases would be burdensome on 
s d  businesses who cannot take on any el&c rate increases without either Iaying off 
employees or passing costs on to customers, Representatives on behalf of &ooI districts 
also testified that the modified ESP could create a financial strain on schools throughout 
AEP-Ohio's service territory. 

2. Evidentiarv Hearing 

The evidentiary hearing commenced on May 17,2012 Twelve witnesses testified 
on behalf of AEP-Okio, IO witnesses on behalf of the Staff, and 54 witnesses offered 
testimony on behalf of various interveners to the cases. In addition, AEP-Ohio offered 
three witnesses on rebuttal. The evidentiary hearing concluded OR June 15,2012 Initial 
briefs and reply briefs were due June 29,2012, and July 9,2012, respectively. For those 
parties that filed a brief or reply brief addressing select issues, oral arguments were held 
before the Commission on July 13,2012. 

E. Procedural Matters 

1, Motions to Withdraw 

On May 4, 2M2, the city of Hilliard filed a notice requesting to withdraw as an 
intervenor from the modified ESP cases. Also on May 4,2015 IBEW filed a notice stating 
that it intends to witlidraw a s  an intervenor in these proceedings. The Commission finds 
IBEW's and Hdliard's requests to withdraw reasonable and should be granted. 
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2. Motions for a Protective Order 

On May 2,2012, AEP-Ohio filed a motion for a protective order, seeking protective 
treatment of snpplemental testimony and corresponding exhibits of AEP-Ohio witness 
Nelson containing confidentid and proprietary information reZating to the Turning Point 
Solar project (Turning Point), On May 4, 2012/ OMAEG filed a motion for a protective 
order relating to proprietary business infamation of oscc) Industries, S d W 3 e  Tiles, 
Belden Brick, Whirlpool Corporation, Lima Refining, and AMG Vanadium. Also, on May 
4, 2012, IEU filed a motion for a protective order seeking to protect confidential and 
proprieiary information contained within willless Kevin Murray's testimony. FES filed a 
motion for protective treatment on May 4, 2012, for confidential items contained in 
attachments to witness Jonathan Lesser's testimony. In. addition, Exdon filed a motion for 
protective order seeking protection of confidential and proprietary information contained 
within witness Fein's direct testimony. On May 11, 2012, AEP-Ohio filed an additional 
motion for protective order to support the protection of confidential A1EP.ohio 
information contained within IEU witness Murray, F%S witness Lesser, and Exelon 
witness Fein's testimony. Finally, on the record in these proceedings May 17,2012, AW- 
Ohio also might the continuation of protective treatment of exhibits attached to AEp-ohio 
witness Jay Godfrey, as previously set forth in AEP-Ohio's July 1, 2011, motion for a 
protective order (Tr. at 24). 

At the evidentiary hearing on May 17, 2012, the attorney examiners granted the 
motions for protective order, finding the information specified within the parties' motions 
constitutes confidential, proprietaryt and trade secret information, and meets the 
requirements contained within Rule 4901-1-24, Ohio Administrative Code (O.A.C.) (la, at 
23-24). Rule 4901:1-24{F), O.A.C., provides that, unless otherwise ordered, protective 
orders prohibiting public disclosure pursuant to Rule 4901:1-24(D), O.A.C., shall 
automatically expire after 18 months. Therefore, confidential treatment shall be afforded 
for a period ending 18 months from the date of this order, until February 8,2Ol4. Until 
that date, the Docketing Division should maintain, under seal, the conditional diagrams, 
filed under seal. Rule 4901:1-24(F), O.A,C., requires any party wishing to extend a 
protective order to file an appropriate motion at least 45 days in advance of the expiration 
date, hcluding a deailed discussion of the need for continued protection from disclosure. 
If no such motion to extend confidential treatment is filed, the Commission may release 
this information without prior notice to the parties. 

In addition, on June 29, 2012, IEU and Ormet. filed motions for protective order 
regardhg items contained within their initial briefs. Specifically, both the information for 
which IEU and Ormet's are seeking confidential treatment was already determined to be 
confidential in the evidentiary hearing and was discussed in a closed record. On July 5, 
zOl2# AEP-Ohio filed a motion for protective order over the item contained within Ormet 
and IEVs briefs, noting that it contains proprietary and trade secret information On July 
9, b e t  filed an additional motion for protective order for the same information, which i t  
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also included in its reply brief filed on July 9, B12 Similarly, AEP-Ohio filed a mdion for 
protective order on July 12,2012, in support of b e t ’ s  motion, as it contains AEP-Ohio’s 
confidential trade secret information As the attorney examhers previously found the 
idormation contained within the IEU and Ormet‘s initial briefs and Ormet‘s reply brief 
was confidential in the evidentiary hearing, we affirm this decision and find that 
confidential treatment shall be afforded for a period ending 18 months from the date of 
this order, until February 8,2014. 

3. Reauests for Review of Procedural Ruline 

IEU argues that the record improperly includes evidence of stipulations as 
precedent, Specifically, IEU argues that several witnesses relied on Duke Enerw-Ohio’s 
ESP to indicate that certain proposed riders were appropriate. rmJ also points out that a 
witness relied on AEP-Qhio’s distribution rate case stipulation as evidence of AEP-Ohio’s 
capital structure. IEU claims that these stipulations expressly state that no party or 
Commission order may cite to a stipulation as precedent, and accordingly, IEU requests 
that the references to stipulations be struck. 

The Grnmission finds that mu’s request to strike portions of the record should be 
denied. We acknowledge that individual components agreed to by parties in one 
proceeding should not be binding on the parties in other proceedings, but we find that 
references to other stipulations in this proceeding were limited in scope and did not create 
any prejudicial irnpact on parties that signed the stipulations. Consistent with our Finding 
and Order in Case No. 11-53317-EL-UNC, we also note that, while parties may agree not to 
be bound by the provisions contained within a stipulation, these limitations do not extend 
to the Commission 

In addition, IEU &ims the attorney examiners improperly denied EU’s motions to 
compel discovery. In its motions to compel discovery, IEW sought infonnaticm related to 
AEp-ohio’s forecasts of the RPM price for capacity, which IEU alleges would have 
provided information relating to the transfer of AEP-Ohio’s Amos and Mitchell generating 
UnitS. 

The Corns ion finds the attorney examiners’ denials of EU’s motions to compel 
discovery were proper and should be upheld. As noted in AEP-Ohia‘s memorandum 
contra the motion to compGI, the i d o m t i o n  IEU sought relates to AEP-Ohio forecasts 
beyond the period of this modified ESP. As these proceedings relate to the 
appropriateness of AEP-Ohio’s modified ESP, we find that any forecasts beyond thft terms 
contained within AEP-Ohio‘s application are irrelevant and unlikely to lead to 
discoverable i d o m  tion Accordingly, the attorney examiners‘ ruling is &i.med. 

On J d y  13,2012, OGC filed a motion to strike four specific portions of AEP-Ohio’s 
reply brief at pages 29-30,33134,68-69,97-99, including footnotes, and atfachments A and 
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B, as OCC asserts the information is not based on the record in the modified ESP 
proceeding but reflects the Commission‘s Order issued in the Capacity Case on July 2, 
2012 OCC submits that the Cornmission has previously recognized that “it is improper to 
rely on claims in t h e  brief that are unsupported by evidence within the record.’’ In this 
instance, OCC points out that AEP-Ohio attached to its reply brief, documents that were 
not part of the record evidence or designated late-filed exhibits, a statement by Standard 
and Poor’s (Attachment A) and the Company’s recalculation of its ESl?/MRO test 
(Attachment €3) based on the Commission’s decision in the Capacity Case. Since neither 
document is part of &e modified ESP record evidence, OCC reasons that the attachments 
are hearsay which are not excused by any exception to the hearsay rule, OCC dlso notes 
that the reply brief includes discussion of recent stonns in the Midwest and the East Coast, 
and there is nothing in the record regarding the strength of the winds or the ability of the 
Company’s system to withstand hurricane force winds. Furthermore, neither the 
attachments nor AEp-ohio’s assertions was subjected to cross-examination by the parties 
nor the parties afforded an opportunity to rebut the associated arguments of the 
Company. For these reasons, OCC requests that Attachments A and B and the specified 
portions of the reply brief be stricken. 

In its memorandum contra, AEP-Ohio asserts that discussion of matters related to 
the Commission’s Capacity Case decision were appropriate. AEP-Ohio notes that it is fair 
to rely on a Commission opinion and order and reasonable to consider the impact of the 
Capacity Case on these proceedings, as evidenced by Cornmission questions during the 
oral arguments held on July 13, 2012. In addition, AEP-Ohio points out that several 
parties‘ reply briefs also included significant discussion of the impact of the Capacity Case 
on the modified ESP. Similarly, AEP-Ohio notes that the afhchments indicate the financid 
impact of the Capacity Case on AEP-Ohio, and that the items are consistent with the 
testimony of AEP-Ohio witness Hawkins. Finally, AEP-Ohio provides that its references 
to major storms that o c c u d  this summer relate to customer expectations and AEP- 
Ohio‘s need for the DI‘R. 

The Commission finds that OCC‘s motion to strike portions of AEP-Ohio’s reply 
brief should be denied. The Company‘s reply brief reports the impact of the 
Cornmission’s Order in the Capacity Case based on subject matters and information 
subjected to extensive cross-examination by the parties it? the course of this proceeding. 
Furthermore, several of the parties to th is proceeding discuss in their respective reply 
briefs the Order in the Capacity Case. For these reasons, we ccrncIude that it would be 
improper to strike the portions of AEP-Ohio’s reply brief, including Attachment E, which 
reff ect AEP-Ohio’s interpretation of the (Zxmmxx * ion Capacity Order as requested by OCC. 
We, likewise, deny OCCs request to strike the Company’s reference to recent storms, 
where the Company offered support for its position on customer rdiability expectations. 
Customer service xliability was an issue raised and discussed by AEP-Ohio as well as 
OCC. However, Attachment A to the Company‘s reply brief is a July 2,2012 statement by 
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Standard & Poor's regarding the effect of the Commission's Capacity Charge Order, and 
should be stricken. We find that the Company's Attachment A is not part of the record 
and should not be considered by the Commission in this proceeding. 

On July 20,2012,OCC/APJN filed a motion to take administrative notice of several 
items contained within the record of the Capacity Case. Specifically, OCC/fWJN seek 
administrative notice of pages 3,9, and 12 of the direct testimony of AEPslhio witness 
Mwczinski, pages 19-20 of tke rebuttal: testimony of AEP-Ohio wifness Allen, pages 304, 
348-350, and 815 of the hearing transcripts, and AEP-Ohio's post-h&g initial and reply 
briefs. OCC/APJN opine that the record should be expanded to include these materials in 
order til have a more thorough record on issues pertaining to custamer rates. Further, 
OCC/APJN state that no parties would be prejudiced as parties, particularly those 
involved in the Capacity Case, who had opportunities to explain and rebut these items. 

AEP-Uhio filed a memorandum contra OGC/APJNs motion on JuIy 24,2012. AEP- 
Ohio argues that OCC/APJN improperly seeks to add documents into the record at this 
late stage, is not only inappropriate, but also unnecessary as there are no further actions to 
these proceedings except the C o m s i o n  opinion and order and rehearing. AIIp?-ohio 
notes the C o ~ s s i o n  has broad discretion in Imrding its pruceedings, but points out that 
the small subset of infomtion could have a prejudicial effect to parties, and due process 
wadd require that other parties be permitted to add other item t.r> the record. Tn 
addition, AEPOhio explains that OCC/A_pJN had the opportunity in the F S  proceedings 
to further explore areas of the Capacity Case that were related to parts of the modified 
ESP. 

On August 6, 2012, FES also filed a memorandum contra OCC/APJNs motion On 
August 7, 2015 OCC/APJN fled a motion to strike FES's memorandum contra. In 
support of its motion to strike, OCC/APJN argues that FES filed its memorandum contra 
17 days after OCC/APJN filed its motion, past the procedural deadlines established by 
attorney examiner entry issued April 2,2012. The Cornmission finds that 06CIAPJN's 
motion to strike FES's memorandum contra OCC/AFjN's motion should be granted. By 
entry issued April 2, 2012, the attorney examiner set an expedited procedural schedule 
establishing that any memoranda contra be filed within five calendar days after the service 
of any motions. Therefore, as FES filed its memorandum contra 17 days after OCC/APJN 
filed its motion, OCCIATJNs motion to strike shall be granted. 

The Commission finds that OCCs motion to take administrative notice should be 
denied. AEP-Ohio correctly pints out that the timing of OCC/APJN's request is 
troublesome and problematic, While the Commission has broad discretion to take 
administrative notice, it must be done in a manner that does not harm or prejudice any 
other pariies that are participating in these proceedings. Were the Commission to take 
notice of this narrow window of information, we would be allowing a party to supplement 
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the record in a misleading manner. Further, while we acknowledge that parties may rely 
on the Commission's order in the Capacity Case, as it speaks for itself, to show effects QII 

i tem in this proceeding, to exclusively select narrow and focused items in an attempt to 
supplement the record is not appropriate. Accordingly, we deny OCC's motion. 

A. Amlicable Law 

I 

Chapter 4928 of the Revised Code provides an integrated system of regulation in 
which spec& provisions were designed to advance state policies of ensuring access to 
adequate, reIiable, and reasonably priced electric service in the context: of significant 
eConOILljic and environmental challenges. In reviewing AEP-Ohio's appkation, the 
Commission is cognizant of the challenges facing Ohioans and the electric industry and 
will be guided by the policies of the state as estabhhed by the General Assembly in 
Section 4928.02, Revised Code, amended by Senate Bill 221 (SB 221). 

SectiOn 4928.02, Revised Code, states that it is the policy of the state, infer alia, to: 

Emure the availability to consumers of adequate, reliable, safe, 
efficient, nondiscriminatory, and reasonably priced retail 
electric service. 

Enswe the availabiIity of unbundled and comparable retail 
electric service. 

Ensure diversity of electric supplies and suppliers. 

Encourage innovation and market access for cost-effective 
supply- and demand-side retail electric service including, but 
not limited to, demand-side 'Slanagement (DSM), time- 
differentiated pricing. and implementation of advanced 
metering infrastructure (AMI). 

Encourage cost-effective and efficient access to information 
regarding the operation of the transmission and distribution 
systems in order to promote bath effective customer choice and 
the development of performance standards and targets for 
service quality. 

Ensure effective retail competition by avoiding anticompetitive 
subsidies. 



(7) Ensure retail consumers protection against unreasonable sales 
practices, market deficiencies, and market power. 

(8) kovide a means of giving incentives to techoIogies that can 
adapt to potential environmental mandates. 

(9) Encourage implementation of: distributed generation across 
customer classes by reviewing and updating d e s  governing 
issues such as interconnection, standby charges, and net 
metering. 

(IO) Protect at-risk popuzations including, but not limited to, when 
considering the implementation of my new advanced energy 
or renewable energy resource. 

In addition, SB 221 enacted Section 4928,141, Revised Code, which provides that 
effective January 1,2009, electric utilities must provide commers with an SSO consisting 
of either a market rate offer {MRO) or an ESP. The E;sf) is to serve as the electric utility’s 
default SSO. 

AEPbhio’s modified application in this proceeding proposes an ESP pursuant to 
Section 4928.141, Revised Code. Paragraph (8) of Secltion 4928.141, Revised Code, requires 
the Commission to hold a hearing on an application filed under Section 4928.143, Revised 
Code, to send notice of the hearing to the electric utility, and to publish notice in a 
newspaper of general circulation in each county in the electric utility‘s certified territory. I 

Section 4928.143, Revised Code sets aut the requirements for an ESP. Under 
paragraph (E) of Section 4928.143, Revised Code rn ESP must include proviSicrns relating 
to the supply and pricing of generation senrice. The ESP, according ta paragraph (B)@ of 
Section 4928.143, Revised Code, may also provide for the automatic recovery of certain 
costs, a reasonable allowance for certain construction work in progress (CWTP), an 
unavoidable surcharge for the cost of certain new generation faciIities, conditions or 
charges relating to customer shopping, automatic increases or decreases, provisirins to 
alIow securitization of any phase-in of the SSO price, provisions relating to transmission- 
related costs, provisions related to distribution service, and provisions regarding economic 
development. 

The statute provides that the Canmission is required to approve, or modify and 
approve the ESP, if  the ESP, including its pricing and all other terms and conditions, 
ineluding deferrals and future recovery of deferrals, is more favorable in the aggregate as 
compared to the expected results that would othenvise apply in an MRO under Section 
4928.242, Revised Code. In addition, the Commission must reject an ESP that contains a 
surcharge for cwn> or for new generation facilities if the benefits derived for any purpose 
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for which the surcharge is established are not reserved or made available to those that bear 
the surcharge. 

B. Analysis of the Application 

1. Base Generation Rates 

As part of its modified ESP appiication, AEP-Ohio proposes to freeze base 
generation rates until all rates are established through a competitive bidding process. 
Am-Ohio maintains that the fixed pricing is a benefit to customers by providing 
reasonably priced electricity in furtherance of Section 4928.02(A), Revised Code. AEP- 
Ohio explains that while the base generation rates will remain frozen, it will relocate the 
current Envifonmental Investment Carrying Cost Rider (EICCR) into the base generation 
rates, which will result in the elimination of the EICCR. AEP-Ohio witness Roush 
provides the change is merely a roll in and will be "bill neutral" for all AEP-Ol-tio 
customers (AEP-Ohio Ex. 118 at 8; AEP-Ohio Ex. 122 at 10-11). 

While AEP-Ohio's base generation rates will be frozen under the modified ESP, 
AEP-Ohio witness Roush notes that the generation rates are based on cost relatiomhips, 
and include cross-subsidies among tarif€ classes, which, upon class rates being based QII an 
auction, m y  resuIt in certain customer classes being disproportionately impacted by rate 
changes. Mr. Ronsh notes that residential customers with high winter usage may face 
unexpected impacts, but that a possible sdution m a y  be to phase-out lower rates for high 
winker usage customers (Id. at 1415). 

OADA supports the adoption of the base generation rate design as proposed, 
advocating that the consistency in the rate design is beneficial for G S 2  customers (OADA 
Br. at 2). OCC and APJN claim that frozen base generation rates is not a benefit to 
customers, as the price of electricity offered by CrcEs providers have declined and may 
continue to dedline through the term of the ESP (OCC Ex. 111 at 15). OCC and APJN idso 
point out that the inclusion of numerous riders, including the retail stabdity rider (BR) 
and the deferral created in the Capacity Case will result in increases in the rates residential 
customers continue to pay. (OCC/ APJN Br. at 4344.) 

The Commission finds that AEP-Ohio's proposed base generation rates are 
reasonable, We note that AEP-Ohio's base generation rate design was generally 
unopposed, as most parties supported AEP-Ohio's PrOpQd to keep base generation rates 
frozen Although OCC and APJN conclude that the base generation rate plan does not 
h e f i t  customers, OCC and APJN failed to jus* their assertion and offer no evidence 
within the record other than the fact that the modified ESP contains several riders. 
Accordingly, the modified ESP's base generation rates should be approved. In addition, as 
AEP-Ohio raised the possibdity of disproportionate rate impacts on customers when class 
rates are set by auction, we direct the attorney examiners to establish a new docket within 
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90 days from the date of this opinion and order and issue an entry establishing a 
procedural schedule to allow Staff and any interested party to consider means to mitigate 
any potential adverse rate impacts for customers upon rates king set by auctian. Further, 
the Commission reserves the right to impIement a new base generation rate design on a 
revenue neutral basis for all customer classes at any W e  during the term of the modified 
ESP. 

2. Fuel Adiustment Clause and Alternative Ehew Rider 

(a) Fuel Adjustment Clause 

The ConwJssion approved the current fueI adjustment clause (PAC) mechanism in 
the Company’s ESP 1 case pursuant to Section 492.8.143(B)(lll)(a), Revised CodeP In this 
modified ESP application, AEP-Uhio requests continuation of the current FAC mechanism, 
with modifications. The Company proposes to modify the FAC by separating out the 
renewable energy credit (MG) expense component of the fuel clause and recovering the 
REC expense through the newly proposed alternative energy rider (AER) mechanism The 
Company also requests approval t.0 unify the CSP and OP FAC rates into a single FAC rate 
effective June 2013. AEP-Ohio reasons that delaying unification of the FAC rates until 
June 2013, to coincide with the implementation of the Phse-h Recovery Rider (PIFS), 
limits the impact on both CSP and QP rate zones which results in a net decrease in rates of 
$0.69 per megawatt hour (Mwh) for a typical CSP transmission voltage customer and a net 
increase in rates of $0.02 per MWh for a typical OP transmission voltage customer. (AEP- 
Ohio Ex. 111 at 5-6; AEPcohio Ex. 103 at 14-20.) 

Beginning January 1, 2014, after corporate separation is &ective, AEP-Ohids 
generation affiliate, AEP Generation Resources Inc. (GenResources), will biu AEp-ohio its 
actual fuel costs in the same m e r  and detail as currently performed by AEP-Ohio, and 
the costs vi60 continue to be recovered through the FAC. As a componen€ of the modified 
ESP, AEP-Ohio proposes that as of January 1, 2015, all energy and capacity to serve the 
Company‘s SSO load be supplied by auction, whereupon fie PAC mechanism will no 
longer be necessary. (AEP-Ohio Ex. 103 at 1420.) 

In opposition to the FAC, Ormet: argues that the FAC has caused significant 
increases in the cost of electric service, rising 22 percent for GS-4 customers since 2011. 
Ormet asks that the Commission temper the impact of FAC increases and improve the 
transparency of the cause for increasing FAC costs, as well as reconsider the FAC rate 
desim to avoid cost shifts between low load factor customers and high load factor 
customers. Ormet, a 98.5 percent load factor customer, asserts that it pays an equal share 
of the FAC costs as a customer that uses all its energy on-peak. As such, Ormet contends 
that the FAC rate design violates t he  principle of cost causation Onnet suggests that this 

In re AEP-Ohia, ESP 1 Order at 13-15 (March 18,2009). 
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modified ESP presents the Commission with the opportunity, as it is within the 
'Zmn.mission's jurisdiction, to redesign the FAC, such that FAC casts are separated into 
charges which reflect on-peak and off-peak usage. ( h e t  Ex. 106B at 19; Orrnet Br. at 13- 
15; h e t  Reply Br. at 1416.) 

The Company responds that Ormet's arguments on the FAC reflect improper 
calculations and i s  based on forecasted FAG rates. More importa.nty, AEP-Ohio points 
out that the FAC is ultimately based on actual FAC casts and any increases in the FAC rate 
cannot appropriately be attributed to the modified ESP. Ormet is served by AEP-Ohio 
pursuant to a unique arrangement and as such avoids charges that other similarly situated 
customers pay; however, the Company requests that b e t  not be permitted to avoid fuel 
costs. (AEP-Ohio Reply Br. at 5-6.) 

The Cornmission notes that currently, through the FAC mechanism, AEP-Ohio 
recovers prudently incurred fuel and associated costs, including comumables related to 
enviromatd compliance, purchase power costs, emission allowances, and costs 
associated with carbon-based taxes. We note that, since January I, 2012, AEP-Ohio has 
been collecting its full fuel expense and no further fuel expenses are being deferred. 

We interpret ormet's arguments to more accurately request the institution of a fuel 
rate cap on the FAC or to revise the FAC rate design. The Commission rejects Ormet's 
request to review and redesign &e FAC. The FAC rate mechanism is reconciled to actual 
FAC costs each quarter and mually audited for accounting accuracy and prudency. 
Furthermore, as AEP-Ohio notes, Ormet's rates are set pursuant to its unique arrangement 
as opposed to the Company's SSO sates paid by other high load industrial and commercial 
customers. By way of Ormet's unique arrangement, Omet  is provided some rate stability 
and rate certainty and we see no need ta redesign the FAC for Ormet's benefit No other 
intervener. took issue with the continuation and the proposed modification of the FAC. 
The Commission finds that the FAC rates should continue on a separate rate zone basis, 
We note that there are a few Commission proceedings pending that will affect the FAC 
rate for each rate zone which the Commission believes will be better reviewed and 
adjusted if the FAC mechanisms remain distinguishable. Further, as discussed, below, 
rnahlaining FAC rates on a separate basis is necessary to be consistent with ow decision 
regarding recovery of the PIIUI. 

(b) Alternative Enerqv Rider 

As noted above, AEP-Ohio proposes to begin recovery of REC expenses, associated 
with renewable energy purchase agreements (REPAS) or REC purchases by means of the 
new AER mechanism to be effective with this modified ESP. With the proposed 
modification, the Company will continue to recover the energy and capacity components 
of mewable energy cost through the FAC, until the FAC expires. After the FAC ends, 
energy and capacity associated with REPAS will be sold into the PJM Interconnection, LLC 
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(PJW market and offset the total cost of tihe REPAs, with the Mance of REC expense to be 
recovered from siso customers through the AER. AEP-Ohio proposes that the AER be 
bypassable for shopping customers. The Company also proposes that where the REC is 
part of the REPA, the value of each component be based on the residual method using the 
monthly average PJM market price to value the energy component, the capacity will be 
valued using the price at which it can be sold into the PJM market and the remaining vdue 
would constitute the cost of the REC. The AER mechanism, according to AEP-Uhio, i s  
consistent with Section 4928.143(I3)(2)(a), Revised Code, and is essentially a partial 
unbundling of the FAC to provide greater price visibility of prudently-incurred REC 
compliance costs under Section 4928.66, Revised Code. The Company will &e quarterly 
filings, in conjunction with the FAC, to facilitate the audit of the AER. AEP-Ohio reasons 
that the establishment of she AER for recovery of costs is uncontested, reasonable, and 
should be approved. The Company argues cantinuation and unification of the FAC and 
development and implementation of the AER, is reasonable and should be approved. 
(AEP-Ohio ]Ex. 103 at 18-19.) 

* 

Staff endorses the Company‘s requests to continue and consolidate the FAC rates 
for CSP and OP rate zones and to reclassify the RECs and WI?A components for recovery 
through the AER, as proposed by the Company. However, Staff recommends that annual 
AER audit procedures be established and that the AER audit be conducted by the same 
auditor and in conjunction with the FAC audit to determine the appropriateness and 
recoverability of costs as a part of and between the AER and FAC mechanism. As to fhe 
docation of cost components, Staff agrees with the Company’s proposal to allocate cost 
components of bundled products but suggests that the auditor detail how to k t  
determine the cost components and how to apply the allocation to specific situations in the 
context of the FAC/MR audits. Staff  recommends, and the Company agrees, that the 
auditor‘s allocation process be applied to AEP-Ohids renewable generation from existing 
generation facilities. (Staff Ex. 104 at 23.) 

No party took exception to the implementation of the AER mechanism. As 
proposed by AEP-Ohio, continuation of the FAC and establishment of the AER, through 
this modified EW, is consistent with Section 4928.143(B)(2)(a), Revised Code, for the 
recovery of prudently incurred fuel costs and fuel-TeIated casts and dtemtive energy and 
associated costs. We find the Company’s proposal to continue the FAC and create the 
AER to better distinguish fueI and alternative energy costs to be reasonable and 
appropriate during the term of the modified ESP. We approve the continuation of the 
FAC and implementation of the AER mwhanisms, consistent with the audit 
recommendations made by St&. The next audit of AEP-Ohiu’s FAC shall also include an 
audit of the AER mechanism and the allocation method for classification of the RFPA 
components and their respective values, In dl other respects, the Commission approves 
the continuation of the FAC rate m e c W m s  and the creation of the AER rate mechanism 
for each rate zone. 
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AEp-ohio states that it conducted a request for proposal (RFP) process to 
competitively bid and Secure additional renewable resources. As a result of AEF Ohio's 
need for in-state renewables, AEP-Ohio only considered bids for projects in Ohio, and 
ultimately selected the propasal from Padding for its Timber Road wind farxn- 
Specifically, the Timber Road REPA wil l  provide AEP-Ohio a 99 M W  portion of Timber 
Road's ekbcical output, capacity and enviromend attributes for 20 years as necessary 
for the Company to meet its increasing renewable energy benchmarks as required by 
Section 4928.64(C)(33), Revised Code. (AEP-Ohio Ex. 109 at 10-15; Padding Ex. 101 at 1-4.) 

AEP-ohio testified that the 20-year agreement facilitates long-term financing by the 
developer, reduces up front costs, and allows for price certainty for AEP-Ohio customers. 
Padding offers that dthough the project is capiltal intensive the fact that there are no fuel 
costs equates to no significant cost variables creating long-term risk for customers. AEP- 
Ohio argues that the Timber Road REPA provides the Company and its customers, with 
access to affordable renewable energy from an in-state resource supporting the state policy 
to facilitate the state's effectiveness in the global economy, Section 4928.02(N), Revised 
Code. (AEPQhio Ex. 109 at 16-18; Padding Ex. 201 at 45.) 

Staff supports AEP-Ohio's REPA with Padding and the Timber Road contract as 
reasonable and prudent. Accordingly, Staff advocates its approval and that AEP-Ohio be 
permitted to recover costs associated with energy, capacity, and RECs outlined in the 
contract, subject to annual FAC and AER audits, The Company agrees With Sfaff that the 
implementation of the Timber Road REPA should be subject to the FAC and AER audit, as 
offered in the testimony of AEP-Ohio witness Nelson. AEP-Ohio c o d t s  to acquiring 
RECs to meet its portfolio requirements on behalf of its SSO load and to recover the costs 
through the AER once the FAC is terminated. (Staff Ex.' 103 at 2-3; Tr. at 2498-2499; AEP- 
Ohio Ex. 103 at 18.) 

The Commission finds that the long-term Timb-er Road REPA promotes diversity of 
supply, consistent with state policies set forth in Section 4928.02, Revised Code. Further, 
based on the evidence of record, the Timber Road praject benefits Ohio consumers and 
supports the Ohlo economy. Accordingly, the Commission finds it reasonable and 
appropriate to allow the Company to recover the cost of the Timber Road REPA through 
the bypassable FAC/ AER mechanism. 

4. Generation Resource Rider 

AEP-Ohio requests establishment of a non-bypassable, Generation Resource Rider 
(GRR) pursuant to Section 492$.143(B)(2), Revised Code, to recover the cost of new 
generation resources including, but not limited to, renewable capacity that the Company 
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owns or operates for the benefit of Ohio customers. At this time, the Company proposes 
the rider a6 a placeholder and expects that the only project to be included in the GRR will 
be the Turning Point facility, assuming need is established in Case Nos. 10-501-ELF0R 
and 10-502-EL-FOR.7 To be clear, although the Company provided an estimate of the 
revenue requirement for the Turning Point project, as requested by the Commission, AEP- 
Ohio is not seeking recovery of any costs for the Turning Point facility in this ESP. The 
Company asks that the. GRR be estabkshed at zero with the mount of the rider to be 
determined, and the remaining statutory requirements to be met, as part of a subsequent 
Commission proceeding. (AEP-Ohio Ex. 103 at 20-21; AEP-Ohio Ex. 104; Tr. at 2514,599, 
1170,2139- 2140.) 

UTE encourages the Comrn.ission’s approval of the GRR as a regulatory 
mechanism pursuant to the authority granted under Section 4928.143(B}(2}(c), Revised 
Code, to adopt a non-bypassable surcharge for new electric generation W E  Br. at 1-2). 
NRDC and OEC support the proposed GRR, including the Timber Road REPA and the 
Turning Point project, with certain modifications, as permitted under Section 
49215.143(8)(2){~), Revised Code. NRDC and OEC recommend that the GRR be limited to 
only renewable and alternative energy projects or qualified energy efficiency projects, and 
also recommend that the Company develop a crediting system to mure that shopping 
customers do not pay twice for renewable energy. NRDC and OEC reason that AEP-Ohio 
could make the E C s  available to CRES providers based on the CRES provider’s share of 
the load served or by liquidating the RECs in the market and crediting the revenue to the 
GRR, (NRDC Ex. 101 at 12; NRDC/OEC Reply Br. at 1.) 

However, while Staff does not foresee any need for additional generation by AEP- 
Ohio, Staff and UTIE acknowledge and endorse the adoption of the GRR mechanism to 
facilitate the Codssion’s ailowance for the construction of new generation facilities 
(StafE Ejc. 110 at 7; Tr. at 4599; UTIE Reply Br. 1-2) 

On the other hand, numerous interveners oppose the adoption of the GRR. ICs 
requests that the Conunission reject the GRR or if it is not rejected, that the GRR be made 
bypassable or modified so the benefits flow to shopping customers (IGS Ex. 101 at 27-28). 
Wal-Mart requests that the GRR not be imposed on shopping customers because approval 
of a non-bypassable GRR would violate cost causation principles, send an incorrect price 
signal, and cause shopping customers to pay twice but receive no benefit ( W a l - W  Ex. 
101 at 5-6). 

A stipulation between the Company and the Staff was filed agreeing, among other things, that 86 a result 
of the requirements of Sections 492$.193(B)(2)(c) and 4928.64(8)(2), Revised Cod.@, which require AEP- 
Ohio to obtah alternative energy ~+sou.rces including solar resourns in Ohio, the Cornmksion s h d d  
find that there is a need for the 49.9 MW Turning Point Solar project The Commission decision in the 
case is pending. 
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RESA and Direct contend that the GRR will inhibit the growth of fie competitive 
retail electric market and violates the state policy set forth in Section 4928.020, Revised 
Code, which prohibits the collection of generation-based rates through a non-bypassable 
rider. S i l a r l y ,  IGS reasons that the GRR is intended to recover the cost for new 
generation to serve SSQ customers and, therefore/ the GRR amounts to an anticompetitive 
subsidy on CRIES providers for the benefit of noncampetitive retail electric service, or, 
according to WaI-Mart, requires shopping customers to pay twice. IGS recommends that 
AFP-Ohio develop renewable energy projects on its own with recovery through market 
prices. RESA and Direct reason that AEP-Ohio’s request is premature and creates 
uncertainty for CRES providers who are also required to comply with Ohio‘s renewable 
energy portfoIio standards. B A  and Direct contend that, to the extent the Commission 
adopts the GRR, the GRR should not be assessed to shopping customers. RESA and Direct 
propose that the GRR be set at zero and incorporation of the Turning Point project w other 
facilities should occur in a separate case. (RESA Ex. 102 at 22; RESA/Direct Br. 18-21; IGS 
Br. at 13; Waf-Mart Ex. 101 at 5.) 

To make the GRR benefit shopping and non-shopping customers, IGS suggests that 
AEP-Ohio sell the generated electricity on the market with revenues to be credited against 
the GRR or t he  renewable energy credits used to meet the requirements for all customers. 
IGS notes that AEP-Ohio witnesses agree that crediting the revenues against the GRR is 
reasonable. (IGS Ex. 101 at 27-28; Tr. 599,1169-1170.) 

OCC, APJN, IEU and F E  contend that A’EP-Ohio has inappropriately conflated 
two unrelated statutes, Sections 4928.143(l3)(2)(c) and 4928.64, Revised Code, in support of 
the GRR. The goals of the two sections are different according to the interpretation of the 
aforementioned interveners. They contend that the purpose of Section 4928.64, Revised 
Code, is to require electric distribution utilities and CRES providers to comply with 
renewable energy b e n c h k s  and paragraph (E) of W o n  4928.64, Revised Code, dirwrtrs 
that costs incurred to comply with the renewable energy bencharks shall be bypassable. 
Whereas, according to IEU and PES, Section 4928.143(B)(2)(c), Revised Code, pennits the 
Commission to implement a market safety valve under specific requirements should Ohio 
require additional generation. EES notes that AEP-Uhio has sufficient energy and capacity 
for the foreseeable future. IEU and FES interpret the two statutory provisions to 
affirmatively deny non-bypassable cost recovery under Section 4928.143(B)(2)(c), Revised 
Cfide, for renewable energy projects. IEU and FES contend that their interpretation is 
confinned by the language in M i o n  492&.143@), Revised Code, which states 
”Notwithstanding any other provision of Title X L E  of the Revised Code to the cmtrary 
except. ..division (E) of section 4928.M.. . .” Thus, PES reasons the Conunission is expressly 
prohibited from authorizing a provision o€ an El? which confLiCtS with Section 4928.64(E), 
Revised Code:, (FES Br. at 87-90; IEU Br. 74-76; Tr. at 26-22?’.} 

Furfher, lEU, FES, OCC, IGS and APJN argue that the statute requires, and AEP- 
Ohio has failed to demonstrate, the need for and the tern and conditions of recovery for 
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the Turning Poht project in this proceeding pursuant to Section 4928.143(B)(2)(c), Revised 
Code. Finally, E U  submits that AEP-Ohio has failed to offer any evidence as to the effect 
of the GRR on governmental aggregation, as required in accordance with the 
Commission's obligation under Section 4923.20(K), Revised Code. For these reasons, IEU, 
IGS, FB,  OCC and APJN request that the Company's request to implement the GRR be 
denied. (Tr. 1170,570-574,2W-2646; F E  Br. at 87-94; FES Reply Br. at 22-24, IGS Reply 
Br. at 5-6; OCC/ApJN Br. at 84385; IEU Br. 7476.) 

Staff notes that there are a number of statutory requirements pursuant to Section 
4928.143(B)(2)(c), Revised Code, that OF has not satisfied as a part of this modified ESP 
proceeding but will be addressed in a fume proceeding, including the cost of the 
proposed facility, alternatives for satisfying the in-state solar requirements, a 
demonstration that Turning Point was or will be sourced by a competitive bid process, the 
facility is newly used and useful on or after January 1, 2009, h e  facility's output is 
dedicated to Ohio consumers and the cost of the facility, among other issues. Staff notes 
the need for the Turning Point facility has been raised by parties in another case and a 
decision by the C u d i o n  is pending8 Staff emphasizes that the statutory requirements 
would need to be addressed, and a decision made by the Conrmission, before rwovery 
could commence via the GRR mechanism. Further, Staff suggests that it is in this future 
proceeding that parties should explore whether the GRR should be applied to shopping 
customers. {Staff Ex. 106 at 11-14.) 

F B  responds that the language of Section 4928.143(B){2)(c), Revised Code, ornits 
any asserted discretion of the Commission to consider the requirements to comply with 
the statute outside of the ESP case, as AW-Ohio and Staff offer. Nor is it sufficient policy 
support, according to FES and IGS, that customers may transition from shopping to non- 
shopping and back during the useful life of the Turning Point facility as claimed by Am- 
Ohio. The interveners argue AEP-Ohia overlooks that, as proposed by the Company, the 
load of all its non-shopping customers will be up for bid as of June 1, 2015. With that in 
mind, FES ponders why customers of AEP-Ohia competitors should pay for AEPIOhio 
facilities after May 31,2015. (FEE Reply Br. at 2425; IGS Reply Br. at 4.) 

UTIE notes that parties that oppose the approval of the GRR, on the premise that it 
wiIl require shopping customers to pay twice, overlook MP-Ohio's proposal to allocate 
RJ3-3 between shopping and non-shopping customers, to sell the energy and capacity 
from the Turning Point facility into the market and credit such trar!.sactions against the 
GliR (IJ'TIE Reply Br. at 2). 

PJRDC and OEC respond that it is disingenuous for parties to argue that 
establishing a placeholder rider as a part of an ESP is unlawful. The Commission has 
adopted placehdder riders in w e r d  previous Commission cases for AEP-Ohio, Duke 

Case Nos. lO-!jQl-EL-FOR and 10-502-EIrF0R. 
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Energy Ohio and the FirstEnergy operating cornpanies.9 Further, NRDC and OEC note 
that no party has waived its right to participate in subsequent GRR-related proceedings 
before the Comn-ksion. (NRDC/OEC Reply Br. at 2) 

The Company notes that foux interveners support the adoption of the GRR and of 
the four supporters, two request modifications which are components already proposed 
by fie Company. 

First, AEPahio addresses the arguments of FE.S and IEXJ that Section 4928.44(E), 
Revised Code, prohibits the use of Section 49%.143(B)(2)(c}, Re*d Code, for renewable 
generation projects. AEP-Cjhio states that it recognizes the overlapping policies of the two 
statutes and affers .That each section relates to the cost recovery aspect of &e project, which 
as the Company interprets the statutes, will be addressed when cost recovery is requested 
in a future proceeding. Further, AEP-Qhio reasons that IEU's and FES's arguments are 
inappropriate as they would Jead to the disallowance of a statutorily prescribed option 
merely because another option exists. In addition, AEP-Ohio contends, proper statutory 
construction seeks to give all statutes meaning and, therefore, both options are available to 
the Co-sion at its discretion. 

It is premature, AEP-Ohio retorts, to assert as certain interveners have done, that 
the statutory requirements of Section 4928.143(8)(2)(~), Revised C d e ,  have not been met 
by the Company. The statutory requirements of Section 4928.143@)(2)(~), Revised Code, 
will be addressed in a separate proceeding before any costs can be recovered via the 
proposed GRR. AEP-Qhio asserts that the Commission is vested with the discretion to 
establish the GRR, as a zero-cost placeholder, as it has done in other Cammission 
proceedings. The Company also proposes, and Staff agrees, that as a part of this future 
proceeding, the mount and prudmcy of costs associated with. the Turning Point project 
and whether the GRR results in shopping customers paying twice for renewable energy 
compliance costs, among ather issues will be det-ed. AEP-ohicr reitexates its plan to 
share the R E G  from the Turing Point project between shopping and SSO customers on 
an annual basis. IGS, NRDC and Staff endorse AEP-Ohio's proposal to share the value of 
the Turning Point project between shopping and non-shopping customers. (A1Ep-Ohio 
Reply Br. at 7-10; Tr. at 2139-2140; MRDQ'OEC Reply Br. at 1; Staff Ex. 110 at 7; Staff Br. at 

The Commission interprets Section 492&.143(B)(2)(c), Revised Code, to pennit a 
reasonable allowance for construction of an electric generating faciIity and the 
establishment of a non-bypassable surcharge, for the life of the facility where &e electric 
utility owns or operates the generation facility and sourced the facility through a 
competitive bid process. Before authorizing recovery of a surcharge for an electric 
generation facility, the Commission must determine there is a need for the facility and to 
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2008); In E FivSEner;g~, C a ~ e  NO. 08-935-EL-SSO (March 25? 2009). 
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continue recovery of the surcharge, establish that the fa&q is for the benefit of and 
dedicated to Ohio consumers. AEiP-Ohio will be required to address each of the statutory 
requirements, in a future proceeding, and to provide additional information including the 
costs of the proposed facility, to justify recovery under t k  GRR. However, fhe 
Codssicm notes that there shall be no allowances for recovery approved unless the need 
and competitive requirements of this section are met. 

Furthermore, we disagree with the argurnmts that the hguage in Section 
4928.143(B)(2)(c), Revised Code, requires the Commission to first determine, within the 
ESP proceeding, that there was a need for the facility. The Commission is vested with the 
broad discretion to manage its dockets to avoid undue delay and the duplication of effort, 
including the discretion to decide, how, in light of its i n t d  organization and docket 
considerations, it may best proceed to manage and expedite the orderly fhw of its 
business, avoid undue delay and eliminate unnecessary duplication of effort. Dzi$fzl. Pub. 

Cuntm. (1978), 56 Ohia St. 2d 367, 379; Tokdo Coalition f i r  Sa$ Energy u. Pub. U f d  
Comm. (1982), 69 Ohio St. 2d 559,560. Accordingly, it is acceptable for the Commission to 
detmnine the need for the Turning Paint facility as a part of the Company’s long-term 
forecast case filed consistent with Section 4935.04, Revised Code, wherein the Codss ion  
evaluates energy plans and needs. To avoid thr? unneessary duplication of processes, the 
Commission has undertaken the determination of need for the Turning Point project in the 
Company‘s long-term forecast proceeding. The Commission interprets the statute not to 
restrict our determination of the need and cost for &e facility to the time an ESP is 
approved but rather to ensure the Commission holds a proceeding before it authorizes any 
allowance under the statute. FES raises the issue of whether shopping customers should 
incur charges associated with AW-Ohio’s construction of generation facilities. The 
Commission finds that Section 4928.143(B)(2)(c), Revised Code, specifically provides that 
the surcharge be non-bypassable. However, the statute also provides that the electric 
utility must dedicate the energy and capacity to Ohio consumers. AEP-Ohio has 
represented that any renewable energy credits will be shared with CRES providers 
proportionate with such providers’ s h e  of the load. Accordingly, as long as AEP-ohio 
takes steps to share the benefits of the pro ids  energy and capacity, as well as the 
renewable energy credits, with d l  customers, we find that she GRR should be ncm- 
bypassabIe. Further, in the subsequent application for any cost recovery AEp-ohio wiI1 
have the burden to demonstrate compliance with the statutory req-ab set forth in 
Section 4928.143(8)(2)(~), Revised Code. 

Accordingiy, the Commission approves the Company’s request to adopt as a 
component of this modified ESP the GRR mechanism, at a rate of zero. It is not 
unprecedented for the Commission to adopt a mechanism, with a rate of zero, as a part of 
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a~ BP.20 The Commission explicitly notes that in. permitting the creation of the GRR, it is 
not au~oriZing the recovery of any costs, at this time. 

5. Interrur>tible Service Rates 

In its modified BP, AEP-Ohio suggests it would be appropriate to restructure its 
current interruptible service provisions to make its offerings consistent with the options 
that will be available upon AEP-Ohio‘s partiapa”cion in the PJM base residual auction 
beginning in June 2015. AEP-Ohio witness Roush provides that interruptible service is 
more frequently represented as an offset ta standard service offer rates as opposed to a 
separate and distinct rate (AEP-Ohio Ex. 111 at 8). To make AEP-Ohio‘s interruptible 
service optians consistent with the current regulatory enviroment, AEP-Ohio proposes 
that Schedule Interruptible Power-Discretionary (IRP-D) become available to al l  w e n t  
customers and any potential customers seeking interruptible sewice (Id.). The IRP-D 
credit wodd increase to $8.22 per kw-month upon approval of the modified SI? {AEP- 
Ohio Ex. 100 at 9). AEP-Ohio proposes to callect any costs associated with the IRP-D 
through the RSR to rdec t  reductions in AEP-Ohio’s base generation revenues (Id.). 

OCC believes the IRP-D proposal violates cost causation principles, as the 
beneficiaries are customers with more than 1 M W  of interruptible capacity, and does not 
apply to residential customers, OCC witness i’brahim argues it is unfair for nom 
participating customers to make AEP-Ohio whole for any lost revenues asociat’ed with 
the IRP-D (OCC Ex. 110 at 11-12), Therefore, OCC recommends the IW-D should not 
allow for any lost revenue associated with IRP-D credits to be collected through the RSR 
(Id.). 

Staff suggests modifying the IRP-D credit based upon the state compensation 
mechanism approved in the Capacity Case (Staff Ex. 105 at 6-9). Staff witness Meck 
recornrnmded lowering the IRP-D credit to $3.34/kw-month (Id.). Further, Staff notes its 
preference of any interruptible service to be offered in conjunction with Commission 
approved reasonable arrangementxi, as opposed to tariff service (Id). EnerNOC states that 
a reasonable arrangement process is more transparent than an interruptible service credit, 
and notes that a subsidized IRP-D rate may impede AEP-Cjhio’s transition to a competitive 
m k e t  by reducing the mount of demand response resources that may participate in 
RPM auctions (EnerNOC Br. at 6-9). 

OMAEG and OEG support the proposed IRP-D credit, but recommend it not be tied 
to approval of the RSR {OMAEG Br. at 21, OEC Br. at 25). Ormet also supports the IRP-D 
credit, noling that customers should be compensated for taking on an interruptible load 
(&met Br. at 21-22}. OEG explains it is reasonable and consistent with state policy 

lo In re AEP-Ohio, ESP 2 (March 18,2009); In re Duke Energrl-UhiO, Case No. 08-92CJ-EGSSO @kcember 17, 
2008); In re FirsfEnetgy, Case No. 08-935-mC560 (March 25,2009). 
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objectives under Section 4928.02, Revised Code, as it wi.U promote economk development 
and innovation and market access for AEP-Ohio‘s customers. OEG witness Stephen Baron 
provides that the credit is beneficid to customers that participate in the IRP-D program 
tvho received a discounted price for power in exchange for interruptible service, which 
retains existing AEP-Ohio customers and can attract new customers to benefit the state’s 
economic development (Tr. Tv at 1125-1126, OEG Ex. 102 at 6-8). Mr. Baron notes that the 
IRP-D is beneficial to AEP-Ohio as we11 by allowing AEP-Ohio to have increased flexibdity 
in providing its service, thus increasing overall system reliability (OEG Ex. 102 at 6-8). 
However, Mr. Baron believes that costs associated with the IRP-D would be more 
appropriate to recover under the EE/PDR rider {Id. at 9-10}. OEG also disputes Staff‘s 
proposal to lower the IW-D credit to the capacity rate charged tu CRES providers, as fie 
credit is only available to SSO customers, and not customers of CRES providers (OEG Br. 
at 16-21}. 

The Commission finds the LRP-D credit should be approved as proposed at 
$8.2l/kW-month. Ln light of the fact that customers receiving interruptible service must 
be prepared to curtail their electric usage on short notice, we believe SWs proposal to 
bwer the credit amount to $3.34/kW-month understates the value interruptible sewice 
provides both Am-Ohio and its customers. In addition, the IRP-D credit is beneficial in 
that it provides flexible options for energy intensive customers to choose their quality of 
service, and is also consistent with state policy under Section 4928.02(N), Revised Code, as 
it furthers Ohio’s effectiveness in the global economy. h addition, since AEP-ohio may 
utilize interruptible service as an additional demand response resource to meet its capacity 
obligations, we direct AEPQhio to bid its additional capacity resources into I’m’s base 
residual auctions held during the ESP. 

The Coinmission agrees with several parties who correctIy pointed out that the IRP- 
D credit should not be tied to the RSR. As we will discuss below, the RSR is tied to rate 
certainty and stability, and while we have no qualms in finding that the IW-D is 
reasonable, it is more appropriate to allow AEP-Ohio to recover any costs associated with 
the IRP-D under the EE/PDR rider. As the IRP-D wdJ result in reducing AEP-Dhio’s peak 
demand and encourage energy efficiency, it should be recovered through the EE/PDR 
rider. 

4. Retail Stabilitv Rider 

In its modified ESP, A.EP-0h.b proposes a non-bypassabie RSR. AEP-Ohio states 
the RSR is justified under Section 4928.143@3)(2)(d), Revised Code, as it promotes stability 
and certainty with retail electric service, and Section 4928.143@)(2}(~), Revised Code, 
which allows for automatic increases or decreases by revenue decouplig mechanisms that 
relate to S O  service. AEPahio provides that in addition to the IRSR‘s promotion of rate 
stability and certainty, it is essential to ensure the Company does not suffer severe 
financial repercussions as a result of the p r o p 4  ESP’s capacity pricing mechanism. 



I , 
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AEP-Ohio witness William Avera explains that the Corrunission has the duty to ensure 
here is not an unconstihtional taking that may result in material harm to AEP-Ohio 
(AEP-Ohio Ex. 150 at 4-61. Dr. Avera stresses that not only does the Commission maintain 
this obligation to avoid confiscation, but in the event the rate plan is confiscatory, AEP- 
Ohio's credit rating would likely drop, limiting the ability to attract future capital 
investments (Id.}. 

The proposed RSR functions as a generatian revenue decoupLing charge that all 
shopping and "on-shopping customers would pay through June 2015. As proposed, the 
RSR relies on a 10.5 percent return on equity to develop the non-fuel generation revenue 
target of $929 million per year, which, throughout the term of the modified ESP, would 
collect approximately $284 million in revenue (AEP-Ohio Ex. 10, 116 at WAA-6). In 
establishing the 10.5 percent target, AEP-Ohio witness William Alien considered CRES 
capacity revenues as based on the proposed two-tiered capacity mechanism, auction 
revenues, and credit for shopped load to determine where the El? should be set. AEP- 
Ohio notes &at while the RSR is designed to produce consistent non-fuel generation 
revenues, the ESR does not guarantee a company totd ROE af 10.5 percent, as there are 
other factors affecting total company earnings, which AEPOEo witness Sever estimated 
at 9.5 percent and 7.6 percent (AEP-Ohio Ex. 151 at 2-4, AEP-Ohio Ex. 108 at OJS-2). Thus, 
AEP-Ohio explains the RSR only ensures a stable level of revenues during the term of the 
El?, not a stable ROE (Id, at 3). For every $lO/W-day decrease in the Tier 2 price for 
capacity, M.r. Allen explains the RSR would increase by $33M (or $.023/MWh) (AEP-Ohio 
Ex. 116 at 1415). h4.r. Allen explains h t  the $3 shopped load credit is based on AEP- 
Ohio's estimated margin it earns from off-system sales (OSS) made as a result of MwI.I 
freed afi a result of customer shopping. In his testimony' Mr. Allen provides that AEP- 
Ohio only retains 40 percent of the 0% margins due to its participation in the AEP pool, 
and of that 40 percent only 50 to 80 percent of reduced retail sales result in additional OSS, 
thus demonstrating the $3/MWh credit is reasonably based on appropriate c)ss 
a ~ ~ m p t i ~ n ~  (mr-ohio EX. 151 at 5-8). 

In designing the FSR, AEPQhio explains that a revenue target is preferable to an 
eamhgs target, as decoupling will provide greater stabiLity and certainty for customers 
and is easier to objectiveIy measure and audit as compared to earnings, which are prone to 
litigation as evidenced by SEET proceedings (AEP-Ohio Ex. 116 at 13-16}. AEPahio 
believes a revenue target provides for risks assdated with generation operations to be on 
AEl?-C)hio while avoiding the need for evaluating returns associated with a deregulated 
entity after corporate separation {Id.) As proposed, the RSR would average $ Z / W  {Id 
at WAA-6). 

AEFOhio beZieves the RSR is beneficial in that it freezes non-fuel generation rates 
and allows for AEP-Ohio's transition to a fully competitive auction by June 2015 (AEP- 
Ohio Ex. 119 at 2-4). AEP-Ohio opines that the RSR mechanism reflects a carefuI balance 
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that will encourage customer shopping through discounted capacity prices while retaining 
reasonable rates for SSO customers and m u r e  that iiEl?4hio is not ikiancially harmed as 
it transitions towards a competitive auction (Id.). AEPQhio also touts an increase in its 
interruptible service (IW-D) credit upon approval of the RSR. AEP-Ohio witness Selwyn 
Dias explains that the increase in the IRP-D credit will benefit numerous major employers 
in. the state of Ohio and promote economic development opportunities within AEP-Ohio's 
service territory (Id. at 7).  

Without the commission's appraval of the RSR as proposed, AEPUhio claims that 
the modified ESP would result in confiscatory rates. In his rebuttal testimony, hh. Allen 
argues that if the established capacity charge is below AEP-Ohio's costs, AEP-Qhio will 
face an adverse financial impact (AEP-ohio Ek, 151 at 9). As such, AEP-Ohio points out 
that the 10.5 percent return on equity used to develop the RSR's target revenue is not only 
appropriate to prevent financial harm but is also necessary to avoid violating regulatory 
standards addressing a f& rate of return. Ma Allen contends that the non-fuel generation 
revenue, which the RSR addresses, is separate and distinct from the total company 
earnings, which are not addressed by the K R .  This distinction, Mr. Men states, shows 
the 20.5 percent r e m  on equity is appropriate far the RSR because when the RSR is 
combined with total company earnings, AEP-Ohio would be looking at a total company 
return on equity of 7.5 percent in 2013. Therefore, AEP-Ohio argues it would be 
inappropriate to d o w  a RSR rate of return of less than 10.5 percent, as any mduction 
would lower the total company return on equity downward from 7.5 percent, harming 
AEP-Ohio's ability to attract capital and potentially putting the company in an adverse 
financial situation (Id. at 45). 

DERt DECAM, FES, NFIB, OCC, and IEU d contend that the RSR lacks statutory 
authority to be approved. F B  claims that Section 4928.143(€3)(2)(67), Revised Code, ody 
authorizes charges that provide stability and certainty regarding retail electric service, 
whirh AEPahio has failed to show. OCC witness Daniel D u m  argues that the RSR will 
raise customer rates and cause financial uncertainty to all native load customers (OCC Ex 
111 at 10). OCC contends that even if the RSR provided certainty and stability, it does not 
qualify as a term, condition, or charge pursuant to M o n  4928.143(B)(2)(6), Revised Code 
(OCC Br. af 40). IEU and Exelon also argue the RSK violates Section 4928.02(") Revised 
Code, as it would be tied to a distribution rate based on its charge to shopping customers 
despite the fact it is a non-bypassable charge designed to recover generation related costs 
(ETJ Br. at 63-64, Exelon Er. at 12). 

EU, Ohio SchooJs, Kroger, and DECAM/DER argue that AEP-Ohio is improperly 
utilizing the RSR to attempt to recover bnsition revenue. IEU notes that AEP-Qhio's 
attempt to recover generation-related revenue that may not: atherwise be collected by 
statute is an illegal attempt to recover transition revenue (IEU Ex. 124 at 4-10, 24-26). 
Kroger and Ohio Schools point out that not d y  has the opportunity to recover generation 
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i X a j i i O n  costs expiEd with the estabkhnent 01 ek&k retad competition h 2001, m- 
Ohio waived its right to generation transition costs when it stipulated to a resolution in 
Case Nos. 99-1729 and 99-1730 (Kroger Br. at 3-5, Ohio Schools Br. at 18-20]. Exelon and 
FES maintain the RSR is anticompetitive and would stifle competition. 

Ormet, WC, Ohio SchOols, QEG, and Exelon indicate that, if the RSR is approved, 
it should contain exemptions for certain customer classes. Ohio Schools request an 
exemption from the RSR, pointing out that not only are schooIs relying on ZWted funding, 
but also that the Commission has traditionally considered schools to be a distinct customer 
class that is entitled to special rate treatment (Ohio Schools Br. at 22-30, citing to Case Nos. 
90-717-ELATA, 95-300-&AIR, 79-629-TP-CO1, Ohio Schools Ex. 103, and Tr. XVI at 4573- 
4574). Exelon believes the RSR should not apply to shopping customers and should be 
bypassable. While Exelon notes it does not oppose affording AEP-Ohia protection as it 
transitions its business structure, witness David Fein argues that shopping customers will 
unfairly be forced pay both the CRES provider and AEP-Ohio for generation (Exelon Ex. 
101 at 13-14). 

On the cantrary, Ormet believes the RSR should not apply to customers like Ormet 
who cannot shop, as Ormet neither causes costs associated with the RSR nor can ormet 
receive the benefits associated with it (Urrnet Ex. 106 at 15-17‘). Ormet maintains that the 
FSR, as currently proposed, violates cost causation principles (Id.). OCC and OEG suggest 
that if the RSR is approved, it should not be charged to SiW customers, as  these customers 
are not the cause of the RSR costs, and it would be unfair to force these customers to 
subsidize shopping customers and CRES providers (OEG Br. at 5-6, OCC Ex. 111 at 16-17) 

While OEG does not support the creation of the RSR, it understands the 
Commission may need to provide a means to ensure AEP-Ohio has the ability to attract 
capitaI, and as such suggests that the Commission look to AEP-Ohio actual earnings as 
opposed to revenue (OEG Ex. 101 at 12-18). OEG argues that the RSR‘s use of revenues 
does not accurately reflect a utility’s financial condition or ability to attract capital in the 
way that earnings do, as evidenced by earnings being the foundation used by credit 
agencies to determine bond ratings (Id.). OEG witness Lane Kollen points out that 
revenues are just a single component of AEP-Qhio’s earnings and do not reflect a full 
picture of AEP-Ohio’s financial health (Id.). Mr. Kollen suggests that if the Commission 
were to look at AEP-Ohio’s earnings, an appropriate return on equity (ROE) would be 
between m e n  percent and 11 pment (OEG Ex. at 4-6)- If the Commission were to use 
revenues to determine AEPQhio‘s ROE, as proposed in the RSR, Mr. Koflen believes the 
ROE should be at seven percent, as it is still double the cost of AEP-Ohio’s long-term debt 
and falls within the Ohio Supreme Court’s zone of reasonableness (Id. at 7, Tr. X at 2877- 

. 

79). 
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In the event the Commission adopts RPM priced capacity, RESA also supports the 
use of earnings as opposed to revenues in calculating the RSR in the event it is necessary to 
avoid confiscatory rates (REA Ex. at 11, Br. at 13-16). RESA also suggests the 
Commission consider projecting an mount of money necessary for Am-Ohio to earn. a 
reasonable rate of return and set the RSR accordingly (RESA Br. at: 1416). R E A  maintains 
that either of these alternatives may reduce the possibility that AEPOhio and its new 
affiliate make uneconomic investments or other risks that may result from AEP-Clhio 
receiving a guarantee of a certain level of annual income (Id.). NFIB and UADA express 
similar concerns that the RSR, as proposed, creates no incentive for AEP-Ohio to limit its 
expenses (NFIB Br. at 4-6, OADA Br. at 2-3). 

In addition, several other parties suggest modifications to the RSR, including its 
proposed ROE. Ormet states that the 10.5 percent ROE is excessive and unreasonably 
high. Omet witness John Wilson explained that AEP-Ohio failed to sustain its burden of 
showing 20.5 percent ROE was just and reasonable, and upon utilizing Staff‘s 
methodology in 11-351-EL-AIR, determined that, based on current economic conditions 
and AEP-Ohio and comparable utility financid figures, an appropriate ROE would be 
between eight and h e  percent (Ormet Ex. 107 at 8-30). Kroger Witness Kevin HigginS 
testified that the average ROE for electric utilities is 10.2 percent, and based on the fact that 
AIEP-Ohio‘s proposed two-tier capacity mechanism is above market, the ROE shodd be 
below 10.2 percent (Krogr 101 at IO). EES and Wal-Mart state that AEP-Ohio failed to 
justify its 10.5 percent figure, with Waf-Mart witness Steve Chriss suggesting the ROE be 
no higher than 10.2 percent Val-Mart E. 101 at 8-9, FES ]Ex. 102. at 79-80). 

aCC recornends that the Commission allocate the RSR in proportion to each class 
share of the switched kwh sales as opposed to customer elms ccmtribution to peak load, as 
an allocation based on contribution to peak load is not just and reasonable (OCC Ex. 120 at 
8-9). OCC witness brahim points out that the residential customer class share of switched 
kwh sales is only eight percent, thus, if the Commission reallocates RSR costs, residential 
customer increases would drop from six percent to three percent (Id. at 24-26). Kroger 
argues the RSR allocates costs to customers by demand, but recovers through an energy 
cost, resulting in cross subsidies amongst customers (fioger Ex. 201 at 8). Kroger 
recommends that costs and charges should be aligned and based on demand as opposed 
to energy usage (Id.) 

OCC, FES, and Ormet also submit modifications related to the calculation AEP- 
Ohio’s Shopping credit included within the RSR calculation. Ormet argues that AEP-Uhio 
underestimates its $3 shopping credit. Ormet states that based on AEP-Qbjo’s 2011 r e d e  
percentage of 80 percent, the actual shopping credit increases to $3.75 Mwh, with the total 
amount increasing to $78.5 million (Ormet Br. at 10-12, citing to Tr. XVII at 4%). O r m e t  
also shows that AEP-Ohio will not need to reduce the credit by 60 percent beginning in 
2023, as AEP-Ohio will no longer be in the AEP pool, resulting in the credit increasing to 
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$6.50 per year in 2014 and 2015 (id.). OCC &o points out that the shopping credit should 
increase based on AEp-ohio’s 2019 shopping percentage/ as well as the termination of the 
AEP pool agreement, and recornends the Commission adopt a shipping credit higher 
than $ 3 / W  but less than $12/NWI.1 (OCC Br. at 49-54). 

The C o m s i o n  finds that, upon review of the record, it is apparent that no party 
disputes that the approval of the RSR will pruvide AEP-Ohio with sufficient revenue to 
emme it maintains its financial integrity as Ureu as its ability to attract capital. There is 
dispute, however, as to whether the RSR is statutorily justified, and, if it is justified, the 
mount AEP-Ohio should be entitled to recover, and how the recovery should be alIocated 
among customers. The Commission must first determine whether RSR mechanism is 
supported by statute. Next, if we fhd that the Commission has the authority to approve 
the RSR, we must balance how much cost recovery, if any, should be permitted to ensure 
customers are not paying excessive costs but that the recovery is enough to allow AEP- 
Ohio to freeze its base generation rates and maintain a reasonable SSO plan for its current 
custumers as well as fur any shopping customers that map wish to return io AEP-Ohio’s 
SSO plan. 

In beginning our analysis, we first look to AEP-Ohio’s justification of the RSR. 
While AEP-Ohia argues there are numerous statutory provisions that m y  provide 
support for the RSR, the thrust of its arguments in support of the RSR pertain to Section 
4928.143(B)(2)(d), Revised Code, which AEP-Ohio notes is met by the RSR’s promotion of 
rate stability and certainty. AEP-Ohio also suggests that Section 4928.143(B)(2)(e), Revised 
Code, which allows for automatic increases or decreases, justifies the RSR, as its design 
includes a decoupling mechanism 

Pursuant to Section 4928.143(B)(2)(d), Revised Code, an ESP may include term, 
conditions, or charges relating to IMtations on customer shopping for retail electric 
generation that would have the effect of stabilizing retail electric service or provide 
certainty regarding retail electric service. We believe the RSR meets the criteria of Section 
4928.143(B)(2)(d), as it promotes stable retail electric service prices and ensures customer 
certainty regarding retail electric service. Further, it also provides rate stability and 
certainty through CRES services, which clearly fall under the classification of retail electric 
service, by aUowing customers the opportunity to mit igate any SSO increases through 
increased shopping opportunities that will become available as a result of the 
Cohsion’s  decision in the Capacity Case. 

In addition, we find that the RSR freezes any non-fuel generation rate increase hat 
might not otherwise occur absent the RSR, allowing current customer rates to remain 
stable throughout the term of the modified ESP. While we understand that the non- 
bypassable components of the RSR will result in additional costs to customers, we believe 
any costs associated with the RSR are mitigated by the effect of stabilizing non-fuel 
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generation ratest as wen as the guarantee that, in less than three years, AEP-Qhio will 
establish its pricing based on energy and capacity auctions, which this Commission again 
maintains is extremely beneficial by providing customers with an  opportunity to pay less 
for retail electric service than they may be paying today. 

Therefore, w e  find that the RSR provides certainty for retail electric senrice, as is 
consistent with Section 4928.143@)(2)(d), Revised Code. Until May 31,2015, AEP-Ohio’s 
SSO rate, as a result of this RSR, will remain available for all customers, including those 
who are presently shopping, as well as those who may shop in the future. The ability for 
AEP-0h.b in maintaiq a fixed SSO rate is valuable, particularly if an unexpected, 
intervening event occurs during the term of the ESP, which could have the effect of 
increasing market prices for electricity. The ability for all customers within AEpahio’s 
service territory to have the option to return to AEP-Ohio’s certain and fixed rates allows 
customers to explore shopping opportunities. This is an extremely beneficial aspect of the 
RSR and is undoubtedly consistent with legislative intent in providing that electric 
security plans m y  include retail eledric service terms, conditions, and charges that relate 
to customer stability and certainty. Further, we reject: the claim that the RSR allows for the 
collection of inappropriate transition revenues or stranded costs that should have been 
coflected prior to December 2010 pursuant to h a t e  Bill 3, as AEP-ohio dues not argue its 
EXP did not provide sufficient revenues, and, in light of events that occurred after the E” 
proceedings, including AEP-Ohio’s status as an FRR entity, AEF-Ohio is able to recover its 
actual costs of capacity, pursuant to our decision in the Capacity Case. Therefore, 
anything over RPM auction capacity prices cannot be labeled as transition costs or 
stranded costs. 

’ 

Moreover, we fmd that the certainty and stability the RSR provides would be all but 
erased b‘y Its design as a’ decouphg znechdsm. We agree With OCC that the ability for 
AEP-Ohio to decouple the RSR would cause financial uncertainty, as truing up or down 
each year will create custmer confusion in their rates. NFIB, OADA, and R E A  correctly 
raise concerns that the RSR design aeates no incentive for AEI’-Ohio to limit its expenses 
and the Campany m y  make uneconomic investments by its guaranteed level of annual 
income. While AEP.ohio should have the opportunity to earn a reasonable rate of return, 
there is not a right to a w a n t e e d  rate of return, and we will not allow AEP-Ohio to shift 
its risks onto customers. Thus, because its design may lead to a perverse outcome of AEP- 
Ohio making imprudent decisions, we find it necessary to remove the decoupling 
component from the RSR, 

Although the RSR i s  justified by statute, AEP-Ohio has failed to sustain its burden 
of proving that its revenue target of $929 million is reasonable. The basis of AEP-Ohio’s 
$929 million target is to ensure that its non-fuel generation revenues are stable and that 
stability may be ensured through a 10.5 percent ROE. However, as we previously 
established, it is inappropriate to guarantee a rate of return for AEP-Ohio, therefore, we 
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find it more appropriate to establish a revenue target that will allow AEP-Ohio the 
opportunity to earn a reasonable rate of return. We note that our analysis of an ROE is not 
to guarantee a rate of return, as evidenced by the removal of the decoupling components 
but rather to determine a revenue target that adequately ensures AEP-Ohio can keep its 
base generation rates frozen and maintain its financial health Although we believe the 
more appropriate method to balance these factors would have been through the use of 
actual dollar figures that relate to stability, because AEP-Ohio utilized a ROE in calculating 
its proposals, and parties responded with alternative ROE proposals, the record limits us 
to this approach Therefore, in determining an appropriate quantification for the RSR, we 
will consider a ROE of the non-fuel generation. revenue only for the purpose of creating an 
appropriate revenue target that will ensure AEP-Ohio has sufficient capital while 
maintaining its frozen base generation rates. 

Only three witnesses, AEP-Ohio witness Avera, QEG witness KoIlen, and Ormet 
witness Wilson, developed thorough testimony exploring how an appropriate revenue 
target for h e  RSR should be established, all of which were driven by an analysis of AEP- 
Ohio's ROE. Although OEG witness Kollen proposed a mechanism driven by adjusting 
AEP-Ohio's ROE upward or downward if it does not faii within a zone of reasombhess, 
Mr. Kollen established that anything between seven and 21 percent could be deemed 
reasonable (OEG Ex. 101 at $9). Mr. Kollen preferred focusing' on a zone of 
reasonableness, but notes that if the Commission preferred to establish a baseline revenue 
target, it should be set at $689 million (Id. at 16-18). Ormet witness 'Wilson utilized Staff 
models from Case No. 11-351 including discounted cash flow and capital asset pricing 
models, and updated calcuiations in the Staff mdds  to reflect current economic factors, 
reaching a conclusion tihat AEP-Ohio's ROE should be between eight and nine percent 
(Ormet Ex. 107 at 8-18). AEP-Ohio used witness Avera to rebut Dr. Wilson's twtimony, 
noting that Dr. Wilson did not consider a sufficient number of utilities in the proxy group, 
and the utilities that were considered were not similarly situated to AEP-Ohio (AEP-Ohio 
Ex. 150 at 5-6). Based an this information, Dr. Avera recommended an ROE range of 10.24 
percent to 11.26 percent (Id.). 

The Commission finds that all three experts provide credible methodologies for 
determining an appropriate ROE fur AEP-Ohio, therefore, we h d  OEG witness Kollen's 
zone of reasonableness of seven to 11 percent to be an appropriate starting point. We 
again emphasize that the Commission does not want to guarantee a ROE nor establish 
what an appropriate ROE would be, but rather, establish a reasonable revenue target that 
would allow AEPOhio an opportunity to earn somewhere within the seven to 11 percent 
range. We believe AEP-Ohio's starting point of $929 is too high, particularly in. light of the 
fact that AEP-Ohio is entitled to a deferral recovery pursuant to the Capacity Case but that 
a baselie of $689 million w d d  be too low to support the certainty and stability the KSR 
provides, Accordingly, we find that a benchmark shaII be set in the approximate middIe 
of this range, and the $929 million benchmark shall be adjusted downward to $826 mitlion, 
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W h i l e  we have revised the benchmark amount down to $826 d i o n ,  we also need 
to revisit the figures AEP-Qhio used in determining its RSR revenue amounts. In 
designing the RSR benchmark, Mr, Alien focused on four areas of revenue: retail non-fuel 
generation revenues; ( X E S  capacity revenues; auction capacity revenues; and credit for 
shopped load (AEP-Ohio Ex. at WAA-6). In calculating the inputs for these revenue 
figures, Mr. Allen relied on AEpslhios o m  estimates ofshopping loads of 65 percent for 
residential customers, 80 percent for commercial customers, and 90 percent for industrial 
customers by &e end of 2012 {Id. at 5). 

However! evidence within this record indicates Mr. Allen’s projected shopping 
statistics may be higher than actual shopping levels. 0r.l rebuttal, FIES presented shopping 
statistics based on actual AEP-Ohia nuber s  provided by Mr. Allen as of March 1,2012, 
and May 31, 2012 (FES Ex. 120). FES concluded that, based on AEP-Ohio’s actual 
shopping statistics to date, hh. Allen‘s figures overestimated the amount of shopping by 
36 percent for residential customers, 17 percent for commercial customers, and 29 percent 
for industrial customers, creating a total overestimate across all customer classes of 27.54 
percent. The Commission finds it is more appropriate to utilize a shopping projection 
which is roughly the midpoint between AEP-Ohids shopping projections and the more 
conservative shopping estimates offered by FES. Therefore, we will estimate shopping in 
the first year at 52 percent, and then increase the shopping projections for years two and 
three to 62 percent and 72 percent, respectively. These numbers represent a reasonable 
estimate and are consistent with shopping statistics of other EDUs throughout fhe State 
{See FES Ex. 114). 

Based upon the Conunission’s revised shopping projections, we need to adjust the 
calculation of the RSR, The record indicates that lower shopping figures will res& in 
changes to retail generation revenues, CRES margins, and OSS margins, which affects the 
credit for shopped load, all resuiting in an adjustment to the RSR {See FES Ex. 121). Our 
adjustments are highlighted below. 
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I 

PY 12/23 PY 13/14 24/15 

on-Fuel Gen Revenues $528 $439 $308 

CRES Capacity Revenues $32 $65 $344 

Credit for Shopped load $75 $89 $10 

Subtata I $636 $574 $?5? 

Revenue Target $826 $826 $826 

Retail Stability Rider Amount $189 $251 $68 

All figures in millions 

To appropriately correct the RSR based on more conservative shopping projections, 
we begin our analysis with retail non-fuel generation revenues. As the figures of $402, 
$309, and $182 are based on Mr. Allen's assumed shopping figures, when we adjust these 
figures to 52,62, and 72 pmmt shopping, AEPOhids revenues would increase to $528 
million, $419 million, and @OS million, respectively. 

Conversely, as a result of decreasing the shopping statistics, CRES capacity 
revenues would decrease. Assuming our shopping estimates of 52,62, and 72 percent, as 
well as the use of RPM capacity prices, the CRES capacity revenues lower to $32 million, 
$65 million, and $344 million Finally, we need to adjust the credit for shopped load based 
on the revised non-shopping assumptions. Because we assume lower shopping statistics, 
AEP-Ohio will have less opportunity for off-system sales due to an increased load of its 
non-shopping customers, which will Iower the credit to $75 million, $89 million, and $104 
million for each year of the modified ESP. AccordingIy, upon factoring in o m  revised 
revenue benchmark based on a nine percent return on equity, we find a RSR amount of 
$508 million is appropriate. The $508 million RSR amount is limited only to the term of the 
modified ESP. 

Although o w  corrected RSR mechanism ensures customer stability and certainty by 
providing a r n m  for AEP-Ohio to move towards competitive market pricing, in addition 
to the $508 million RSR, which allows AEP-Ohio to maintain frozen base generation rates 
and an accelerated auction process, we must aIso address the capacity charge deferral 
mechanisnn, created in the Capacity Case. As our decision in the Capacity Case to utilize 
RF'M priced capacity considered the importance d developing competitive electric 
markets, we believe it is appropriate to begin recovery of the deferral costs through AI.3'- 
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Ohio’s RSR mechanism, as the RSR allows for AEP-Ohio to continue to provide certainty 
and stability for AEP-Ohio’s S O  plan while competitive markets continue to develap as a 
result of RPM priced capacity. Tlierefore we believe it is appropriate: to begin colledion of 
€he deferral within the RSR. 

Based on OUT condwion that a $508 million RSR is reasonable, as well as our 
determination that AEP-Ohio is entitled to begin recovery of its defend, AEP-0h.h will be 
permitted to collect its $508 million RSR by a recovery mount of $3.5o/MWh, through 
May 31, 2014, and $4/h/lwh between June 1, 2014 and May 31, 2015. The upward 
adjustment by 50 cents ta $4/MWh reflects the Commission’s modification to expedite the 
timing and percentage of the wholesale energy auction beginning on June 1,2Ul4. Of the 
$3,5O/MWh and $4/MWEL RSR recovery  amount^, AEP-Ohio must allocate $1.00 towards 
AEP-Ohio’s deferral recovery, pursuant to the Capacity Case. At the conclusion of the 
modified ESP, the Commission will deterrnine the deferral amount and make appropriate 
adjustments based on AEP-Ohio‘s actual shopping statistics and the amount that has been 
collected towards the deferral through the RSR, as necessary. Further, although this 
Commission is generally opposed to the creation of deferrals, the extraorduury 
circmtances presented before m, which allow for AEP-Ohio to fully participate in the 
market in two years and nine months as opposed to five years, necessitate that w e  remain 
flexible and utilize a deferral to ensure we reach our finish h e  of a fully-established 
competitive electric market. 

Any remaining balance of this deferral that remains at the conclusion of this 
modified ESP shall be amortized 0 x 7 ~  a three year period unless athawise ordered by the 
Commission. In order to ensure thk order daes not create a disincentive to shopping, at 
the end of the term of t he  ESP, AEP-Ohio shall file its actual shopping statistics in this 
docket. To provide complete transparency as well as to allow for accurate deferral 
CalcuJat ians ,  AEP-Ohio should maintain its actual monthly shopping percentages on a 
month-by-month basis throughout the term of this modified ESP, as well as the months of 
June and July af 2012. All determinations for future recovery of the deferral shall be made 
foIIowing AEP-Ohio‘s filing of its actual shopping statistics. 

We believe this balance is in the best interests of both customers and AEP-Ohio. 
For customers, this keeps the nSR costs stable at $3.5O/MWh and %/MWh, and with $1.00 
of the RSR being devoted towards paying back AEP-Ohio‘s deferrals, customers will avoid 
paying high deferral charges for years into the future. In addition, ow modifications to 
the RSR will provide customers with a stable rate that .will not change during the term of 
the ]ESP due to the elimination of the decoupling components of the RSR. Further, as 
result of the Capacity Case, customers may be able to lower their bill impacts by taking 
advantage of CRES provider offers allowing customers to realize savings that may not 
have otherwise occurred without the development of a competitive retail market. In 
addition, this mechanism is mutually beneficial for AEP-Ohio because the RSR wiII ensure 
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AEP-Ohio has sufficient funds to maintain its operations efficiently and revise its 
corporate structure, as opposed to a deferral only mechanism. 

Finally, w e  find that: the RSR should be collected as a non-bypassable rider to 
recover charges per kwh by customer class, as proposed. We note that several parties 
pitched reasons as to why certain customers classes should be exduded, but we believe 
these arguments are meritless. Ormet contends that the RSR should not apply to 
customers like Ormet who m o t  shop. Interestingly, Ormet again tries to play both sides 
of the table, forgetting that it is the beneficiary of a unique arrangement that results in 
Onnet receiving a discount at the expense of other AEP-Ohio customers. We reject 
Ormet's argument, and note that while C?rmet cannot shop pursuant to its unique 
arrangement, it directly benefits from AEPQEds customers receiving stability and 
certainty, as these customers ultimately pay for h e t ' s  discounted electricity. We dso 
find Ohio Schools' request to be excluded from the RSR to be without merit, as it too 
would resdt in other AEP-Ohio customers, including taxpayers that already contribute to 
the schools, paying significantly higher shares of the RSR. It is unreasonable to make AEP- 
Ohio's customers pay the schools twice. 

In addition, in light of the fact that the Co-sion has established a revenue target 
to be reached through the RSR in this proceeding, the Commission finds that it is also 
appropriate to establish a significantly excessive earnings test (SEET) threshold to ensure 
that the Company does not reap disproportionate benefits from the ESP. The evidence in 
the record demonstrates that a 12 percent ROE would be at the high end of a reasonable 
range for return on equity (OEG Ex. 101 at 46; Kroger 101 at 10; CIrrnet Ex. 107 at 8-30; 
Wal-Mart Ex. 101 at 8-9, FES Ek. 102 at 79-80}, and even AEP-Ohio witness Allen agreed 
that a ROE of 10.5 percent is appropriate. Accordingly, for purposes of this ESP, the 
Commission will establish a SEET threshold for AEPQhio of 12 percent. 

Likewise, multiple parties argue that either shopping customers or S O  customers 
should be excluded from paying the RSR. For non-shopping customers, the RSR provides 
rate stability and certainty, and ensures all SSO rates will be market-based by June 2025. 
For shopping customers, the RSR not only keeps a reasonably priced SSO offer on the table 
in the event market prices increase, but it also enables CRES providers to provide offers 
that take advantage of current market prices, which is a benefit for shopping customers, 
AccordingIy, we find the RSR, a s  justified by Section 4928.143@)(2)(d), Revised Code is 
just and reasonable, and should be non-bypassable. 

Fid ly ,  the C o m s i o n  notes that our determination regarding the RSR is heavily 
dependent on the amount of Ssa load sti l l  served by the Company. Accordingly, in the 
event that, during the term of the ESP, there is a sigruficant reduction in non-shopping 
load for reasons beyond the control of the Company, other than for shopping, the 
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Company is authorized to file an appfication to adjust the RSR to account for such 
changes. 

7. Auction Process 

As part of its modified ESP, AEP-Ohio proposes a transtion to a fully-competitive 
auction based SSO format. The first part of AEP-Ohio's proposal includes an energy-only, 
sliced system auction of five percent that will occur prior to AEPQhio's SSO energy 
auction. The energy-only slice-of-system auction would commence upon a find ?der in 
this proceeding and the corporate separation plan, wi th  the delivery period to extend to 
December 31, 12014 (AEP-Ohio Ex, 101 at 20-21). AEP-Ohio notes that specific details 
would be addressed upon the issuance of finaI orders in this proceeding (Id). 

AEP-Ohio's transition proposal also includes a commitment to conduct an energy 
auction for 100 percent of the SSO load for delivery in January 2015, By June 1,2015, AEP- 
Ohio will conduct a competitive bid procurement (CBP) process to commit to an energy 
and capacity auction to service its entire load (Id. at 19-21, AlEPakio Ex.  100 at 10-11). 
AEP-Ohio witness Powers explained that the June 1,2015 energy and capacity auction will 
permit cnmpetitive suppliers and marketers io bid into A_Epahio's load, as its FRR 
obligation will be terminated (Id.). AEP-Ohio anticipates the CBP process will be similar to 
other Ohio utility CBP filings, and explains that specific details of the CEP will be 
addressed in a future filing. 

ABP-Ohio explains that the June 1, 2015, date to service its entire SSO load by 
auction is based on the need for AEP's interconnection pool to be tennimted and AEP- 
Ohio's corporate separation plan being approved. D-Ohio  witness Philip Nelson 
explains that an SSO auction occurring prior to pool termination m y  expose AEP-Oiio to 
significant financial hann, and if the auction occurs prior to corporate separation, it is 
possible that AEP-Ohio's generation may not be utilized in the auction (AEP-Ohio Ex. 103 
at 8). Further, AEP-Ohio points out that a fuju auction prim to June 1,2015, would conflict 
with its FRR cammiment that continues until May 31,2015 (AEP-Ohio Reply Br. at 46). 

FES and DER/DECAM argue that AEP-Qhio could hold an immediate CBP without 
waiting for pool termhation and corporate separation FES wiiness Rodney Frame 
testified that the AET pool agreement contains no provisions that would prevent a CBP 
PES Ex. 103 at 3). DER/DECAM provide that a delay in the implementation of the CEP 
process harms customers by preventing them from taking advantage of the cwrent market 
rates (DECAM Ex. 101 at 5). 

Other parties, inchding R E A  and Exelon, propose modifications to AEPQhio's 
proposed auction process. Exelon believes the first energy and capacity auction for fhe 
SSO load should be accelerated to June 1, 2014, in order to permit customers to take 
advantage of competition. Exdon witness Fein notes the June 1,2014 date would be six 
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months after the date by which AEP-Ohio indicated its corporate separation and pool 
tennina~on would be completed (Exelon Ex. 101 at 15-20}. RBSA makes a similar 
propusd, but that a June I, 2014, auction be energy only, as this still allows AEP-Ohio six 
months to prepare for auction and provides customers with the benefits associated with a 
competitive market (R1ESA Br. at 16-27). On the contrary, OClC argues the interim auctions 
to be held during the fist five months of 2015 would be detrimental to residential 
customers, and suggests that the GrJmmission adopt a different approach (OCC Br. at 100- 
103). OCC contends that competitive market prices in 2015 may be higher than prices that 
would result from AEP-Ohio continuing to purchase energy from its affiliate, and 
recommends that the Commission require the agreement between AEP-ohio and its 
affiliate to continue during the fimt five months of 2015, or, in the alternative, AEP-Ohio 
should purchase SSO capacity from its generation affiliate at RPM prices (Id. at 103). 

In addition, Exelon also recommends that the Commission direct AEP-Ohio to 
conduct its CBP in a m e r  that is consistent w i h  the processes that Duke Energy Ohio 
and FirstEnergy used in their most recent auctions. Exelon sets forth that establishing 
details of the CBP process in a timely manner will expedite AEP-Ohio's transition to 
competition and ensure there are no delays associated with settling these issues in later 
proceedings. Specifically, Exelon proposes that the CBP shodd be consistent with 
statutory directives set forth in Section 4928.142, Revised Code, and should ensure the 
dates for procurement events do not conflict with dates of other default service 
procurements conducted by other EDUs. FAellan warns that if the substantive issues of the 
procurement process are left open for interpretation/ there may be uncertainty that could 
limit bidder participation and lead to less efficient prices. Exelon also recommends that 
the Commission ensure the CBP process is open and transparent by having substantive 
details established in a timely manner (Exelon Ex. 101 at 2031). 

The Commission finds that AEP-Dhio's proposed competitive auction process 
should be modified. First, we believe AEP-Ohio's energy oidy slice-of-system of five 
percent of the SSO load is too low, as AEP-Ohio will be at full energy auction by January 1, 
2015, and the slice-of-system auctions will not commence until six months after the 
corporate separation order is issued. Accordingly, we find that increasing the percentage 
to a 10 percent slice-of-system auction will facilitate a smoother transition to a full energy 
auction. 

Second, this Commission understands the importante of customen being able to 
take advantage of market-based prices and the benefits of developing a healthy 
competitive market, thus we reject OCCs arguments, as slowing the movement to 
competitive auctions would ultimately harm residential customers by precluding them 
from q-oying any benefits from competition. Based on the importance of customers 
having access to market-based prices and ensuring an expeditious transition to a full 
energy auction, in addition to making the modified ESP more favorable than the results 
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that would otherwise apply under M o n  4928.142, Revised Code, we find that AW-Ohio 
is capable of having an energy auction for delivery commencing on June 1, 2014. 
Therefore, we direct AEP-OlGo to conduct an energy auction for delivery commenckg on 
June 1,2014, for 60 percent of its load, and delivery commencing on January 1,2015, for 
the remainder of AEP-Ohio's energy load. AEP-Ohio's June 1,2015, energy and capacity 
auction dates are appropriate and should be maintained. In addition, nothing within this 
Order precludes AEP-Ohio or any affiliate from bidding into any of these auctions. 

Finally, we agree with Exelon that the substantive details of the GBP process need 
to be established to maximize the numbex of participants in AEP-Ohio's auctions through 
an open and transparent auction process. We direct AEP-Ohio to establish a CBP process 
consistent with Section 4928.142, Revised Code, by December 31,2012 The GBP should 
include guidelines to ensure an independent third party is selected to ensure there is an 
open artd transparent solicitation process, a standard bid evaluation, and clear product 
definitions. We encourage AEP-Ohio to look to recent successful CBP processes, such as 
Duke Ehergy-Ohio's, in formulating its CBP. Further, AEP-Ohio is ordered to initiate a 
stakeholder process within 30 days from the date of this opinion in order. 

8. CRES Provider Issues 

The modified application includes a continuation of current operational switching 
practices, charges, and minimum stay provisions related to the process in which customers 
can switch to a Competitive Retail Electric Service (CRFS) provider and subsequently 
return to the SSO rates (AEP-Ohio Ex. 111 at 4). AEP-Ohio points out that the application 
includes beneficial modifications far CRES providers and customers, including the 
addition of peak load contribution (PLC) and network service peak load (NSPL) 
information to the master customer list. AEP-Ohio witness Roush testified that AEP-Ohio 
also eliminates the SO-day notice requirement prior to enrolling with a CRES provider, the 
12 month stay requirements far commercial and industrial customers that return, to SSO 
rates beginning January 1, 2015, and requirements for residential and s d l  commercial 
customers that return to SSO rates be required to stay on the SSO plan until April 15a of 
the following year, beginning on January 1,2015 (Id.) 

Exelon argues that AEP-Ohio needs to make additional changes in order to develop 
&e competitive market. Specifically, Exelon requests the C o d s s i o n  implement rate and 
bfl ready billing and a standard purchase of receivables (POR) program, eliminate the 90- 
day notice requirement h e d i a t d y ,  and implement a process to prowide CRES provides 
with data relating to PLC and NSPL values, Exelon witness Fein recommends that, 
consistent with the Duke ESP order, the Commission order AEP-Ohio provide via 
electronic data interchange, pertinent data including historical usage and historical 
interval data, NSPL and mX: data, and provide a quarterly updated F i t  for CRES 
providers to show accounts that are currently enrolled with the CXEiS provider. (Exelon 
Ex. 101 at 33-34). Exelon mintitins that this information will allow CRES providers to 
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more effectively serve customers and result in cost efficient competition (Id,) Mr. Fein 
further provides that clear implementation tariffs will lower costs for customers, plainly 
describe d e s  and contract terms, and d o w  both CWS providers and customers k, easily 
understand AEP-Ohio's competitive process (Id. at 35-36). 

RESA and IGS provide that AEP-Clkids billing system is confusing to customers 
and creates numerous probfems for CRES providers, all of which may be corrected 
through the implementation of a POR program that would provide customers with a 
single biu and collection paint ( E A  Ex. 101 at 12-17, IGS Ex. 101 at 15). IGS Witness 
Parisi points out that switching statistics of natural gas utilities and Duke have increased 
upon the implementation of POR programs (IGS Ex. 1-1 at 18-19). F@SA witness 
Rigenbach also recommends that the Codss ion  direct AEP-Ohio fa develop a web- 
based system to provide CRES providers access to customer usage and account data by 
May 31, 2014 (REA Ex. 101 at 12-13). R E A  and DER/DECAM also recommend that 
Am-Ohio reduce or eliminate customer switching fees, as well as customer minimum stay 
periods (Id., DER Ex. 101 at ). FES witness Banks noted that the fees and minimum stay 
requirements hinders competition by making it difficult for customers to switch (FES Ex. 
105 at 31). 

While the Commission supports AE;pakio's provisions that encourage the 
development of competitive markets, modifications need to be made. AEP-Ohio witness 
Roush notes that customer PLC and NSPL information MTzll be included in the master 
customer list, AEP-Ohio fails to make any commitment to the t i m e  frame this information 
would become available, nor the specific format in which customers would be able to 
access thjs data. We note that recent updates have been revised to the dectronic data 
interchange (EDI) standards developed by the Ohio ED1 Working Group (OEWG). This 
Commission values the efforts of OEWG in developing uniform operational standards and 
we expect AEP-Ohio to follow such standards and work within the group to implement 

te against any Cl?E solutions which are fair and reasonable, and do not dscmmma 
provider. 

. . .  

Accordingly, we direct AEP-Ohio to develop an electronic system to provide CRES 
providers access to pertinent customer data, including, but not limited to, PLC and NSPL 
values and historical usage and interval data no later than May 31,2014. Withii 30 days 
from the date of this opinion and order, we direct representatives from AEP-Ohio to 
schedule a meeting with members of the OEWG to develop a roadmap towards 
developing an ED1 that will more effectively serve customers, and promote state policies 
in accordance with Section 4928.02, Revised Code. Further, as AEP-Ohio explains that it 
neither supports nor is opposed to the idea of a POR program (AEP-Ohio Reply Br. at 6% 
66), we encourage interested stakeholders to attend a workshop in conjunction with the 
five year ni le  review of Chapter 4901:1-10,O,A.C., as established in Case No. 12-2050-EL 
ORD et al, to be held on August 31, 2012. h our recent order on FirstEnergy's electric 
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security plan {See Case No. 12-1230-ELSSO), we noted that this workshop would be an 
appropriate place of stakeholders in the PirstEnergy proceedings to review issues related 
to POR programs. Similarly, we believe this workshop would also provide stakeholders in 
this proceeding an opportunity to further discuss the merits of establishing POR programs 
for other Ohio EDUs that are not currently using them. The Comrnission concludes that 
the modified ESP’s modification to AEPQhio’s switching rules, charges, and minimu 
stay provisions that are set to take effect on January 1, 2015, are consistent with AEP- 
Ohio’s previously approved tariffs. Further, as we previously established in o w  original 
opinion and order in this case, these provisions are not excessive or inconsistent with other 
electric distribution utilities, and will further support the development of competitfve 
markets beginning in January 1, 2015. Therefore, we find these provisions to be 
reasonable. 

9, Distribution Investment Rider 

The Company’s modified ESP application indudes a Distribution Investment Rider 
(DIR), pursuant to the provisions of Section 4928.143(B)(Z)(h) or (d), Revised Code, and 
consistent with the approved settlement in the Company’s distribution rate caseF1 to 
provide capital funding, including carrying cost on hcrmaM distribution infrastructure 
to support customer demand and advanced twhologies. Aging infrastructure, according 
to AIEP-Ohio, is the primary cause of customer outages and reliability issues. AEP-Ohio 
reasons that the DIR will facilitate and encourage investments to maintain and improve 
distribution reliability, align customer expectations and the expectations of the distribution 
utility, as  well as streamline recovery of the associated costs and reduce the frequency of 
base distribution rate cases. Replacement of aging distribution equipment will also 
support the advanced technologies of gridSMART which will reduce the duration of 
customer dutages based on preliminary gYidSMART Phase 1 infarmation. The Company 
argues that its existing capital budget forecast indudes an annual investment in excess of 
$150 d i o n  plus operations and maintenance in distribution assets. The DIR mechanism, 
as proposed by the Company, includes componmfs to recover property taxes, commercial 
activity tax, and to e m  a return on plant in-service based on a cost of debt of 5.46 percent, 
a return on common equity of 10.2 percent utilizing a 47.72 percent debt and 52.28 percent 
common equity capital structure. The net capital additions to be included in the DIR 
reflect gross plant in-service after August 31, 2010, a s  adjusted for accumulated 
depreciation, because August 31, 2010, is the date certain in the Company’s most recent 
distribution rate case and any increase in net plant that occurs after that date is not 
recovered in base rates. The Company proposes to cap the DIR mechanism at $86 million 
in 2012, $104 million for 2013, $124 million for 2014 and $51.7 d i o n  for the period 
January 1 through Eviay 31,2015, for a total of $365.7 mi.llion. As the DJR mechanism is 
designed, for any year that the Company’s investment would result in revenues to be 

l* In re A€P--Ohio, Case Nos. 11-35l-ELAIR, et ai., Opinion and Order at !M (December 14, 2011) in 
reference to paragraph IV.A.3 of the Joint Stipdation and Recommendation filed on November 23,2011- 
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collected which exceed the cap, the overage would be recovered and be subject to the cap 
in the subsequent period. Symmetrically, for any year that the revenue collected under the 
DIR is less than the m u d  cap dowarre, then the difference shalz be applied to increase 
the cap for the subsequent period. The Company notes that the DIR revenue requirement 
must recognize fie $62.344 million revenue credit reflected in the Commission approved 
Stipulation in the Company's distribution rate case.12 As proposed by the Company, the 
DIR would be adjusted quarterly to reflect in-service net capital additions, excluding 
capital additions reflected ;in other riders, and reconciled for over and under recovery. The 
Company specifically requests through the DIR project, that when meters are replaced by 
the installation of smart meters, that the net book value of the replaced meter be included 
as a regulatory asset for recovery in a future filing. The DIR mechaniSm would be 
collected as a percentage of base distribution revenues. Because the DIR provides the 
Company with a timely cost recovery mechanism for diaidmtion investment, AEPOhio 
will agree not to seek a change in distribution base rates with an effective date earlier than 
June 2,2015. (AEP-Ohio Ex. 116 at 9-12; AEP-Ohio Ex. 110 at 28-19.) 

The Cmnpany notes that Staff continuously monitors the Company's distribution 
system reliability by way of service complaints, electric outage reports and compliance 
provisions pursuant to Chapter 4901:l-10, O.A.G. In reliance on Stiff testimony, the 
Company of€ers that the reliability of the distribution system was evaluated as a part of 
this case. (Staff Ek. 106 at 5-6; Tr. at 4339,4345-63PCj.) 

Customer expectations, as determined by AEP-Ohio, are aligned with the 
Campany's expectations. AEP-Ohio witness Kirkpatrick offered that the updated 
customer survey results show that 19 percent of residential customers and 20 percent of 
commercial customers expect their reliability expectations to increase in the next five 
years. AEP-Ohio points out that when those customers are considered in conjunction with 
the customers who expect the utility to maintain the level of reliability, customer 
expectations increase to 90 percent of residential customers and 93 percent of commercial 
mstonners. AEP-Ohio states it is currently evaluating, based cm several criteria, various 
asset categories with a high probability of failure and will develop a DIR programl with 
Staff input, taking into consideration the number of customs affected. (AEr;?ahio Ex. 110 
at 11-19.) 

OWA supports the adoption of the DIR as proposed by the Company (OHA Br. at 
2). Kroger, QCC and MJNl on the other h d ,  ask the Commission to reject the DIR, as 
this case is not the proper forum to consider the recovery of distribution-related costs. 
Kroger, OCC and APJN reason that prudently incurred distribution costs are best 
considered in the context of a base distribution rate case where such cost are more 
thoroughly reviewed by the Commission. Kroger asserts that maintaining the distribution 
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system is a fundamental responsibility of the utility and the Company should continue to 
operate under the terms of i ts last distribution rate cme until the next such proceeding. Lf 
the Commission elects ta adopt the DIR mechanism, Kroger endorses Staff's position that 
the DIR be modified to account for accumulated deferred income taxes (ADIT) and 
accelerated tax depreciation, In addition, Kroger asserts that the QIR for the CSP rate zone 
and the OP rate zone are distinct and the cost of each unique service area shouId be 
maintained and the distribution costs assigned on the basis of cost causatian. OCC and 
APJN add that the Company's reason for pursuing the DIR, as a component of the ESP 
rather than in the distribution case, is the expedience of cost recovery and when that 
rationale is considered in conjunction with the lack of detail on the projects to be covered 
within the DIR, suggest that the DIR is not needed. (Kroger Ex. 101 at 13-19; Kroger Reply 
Br. at 34; OCC/APJN Br. at 87-89; Tr. at 1184.) 

OCC and M J N  argue that in determining whether the DIR complies with the 
requirements of Section 4928.143(B)(Z)(h), Revised Code, the Company focuses exclusively 
on the percentage of residential and comwcial customers (71 percent and 73 percent, 
respectively) who do nat beIieve that their electric service reliability expectations will 
increase rather than the minority of customers who expect their service reliability 
expectations to increase (19 percent and 20 percent, respectively). OCC &d APJN note 
that 10 percent of residential customers and seven percent of comercid customers expect 
their reliability expectations to decrease over the next five years. At best, these interveners 
assert, the customer survey results are inconclusive regarding an expectation for reliability 
improvements as the majority of customers are content with the status quo. OCC and 
APJN state that with the lack of project details, and without providing an analysis of 
customer reliability expectation alignment with project cost and performance 
improvements, AEP-Ohio has failed to meet its burden of proof to support the DIR. 
Accordingly, OCC and APJN request that this provision of the modified ESP be rejected. 
(AEP-Ohio Ex. 210 at 21-12 OCC/APJN Br, at 987-9941, 

NFIB and CoslEi emphasize that the DIR, as AEP-Ohio witness Roush testified, 
would, if approved as proposed, result in General Service tariff rate customers receiving 
an increase of approximately 14.2 percent in distribution charges, about $2.00 mnWy 
(NFIR/COSE Br. at 8-9;Tr. at 1162-1163). 

Staff testified that consistent with the requirements of Rule 4901:1-10-10(B)(2), 
O.A.C., AEP-Ohio has rate zone specific minimurn reliability p e r f o m c e  standards, as 
measured by &e customcer average intaruption duration index (CAIDI) and system. 
average interruption frequency index {SAIFI)>3 According to Staff, development of each 
CAIDI and SAlFI takes into account the electric utility's t heyea r  historical system 
performance, system design, technological advancements, the geography of the utility's 

13 See In re AEP-Ohio, Case No. 09-756-ELES3, Opinion and Order (September %2010)u 
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service territory, customer perception surveys and other relevant factors. Staff monitors 
the utility's compliance with the reliability standards. Staff offers that based on customer 
surveys, 75 to 80 percent of residential and commercial customers are satisfied overall with 
the Company's service reliabiity. However, the Company's 2011 reIiabiIity measures 
were below their reliabdity measures for 2010 for CSP and the SAIFI measure was worse 
in 2011 than in 2010 for OP. Accordingly, Staff determined that AEP-Ohio's reliability 
expectations are not currently aligned with the reIiability expectations of its customers. 
Staff further offered that a number of conditions be imposed on the Commission's 
approval of the UIR, including that the Cornpany be ordered to work wiih Staff to develop 
a distribution capital plan, that the DE mechanism include an offset for ADIT, irrespective 
of the Company's asserted inconsistency with the distribution rate case sethnent, and 
that gridSMART related cost not be recovered through the DIR, so as to better facilitate the 
tracking of gridsMmT expenditures and savings and benefits of the gridSMART project. 
Further, Staff proposes that AEP-Ohio be directed to d e  quarterly filings to update the 
DIR mechanism, with the filed rate to be effective, unless suspended by the Commission, 
60 days after filing. The DIR rnechEulism, as advocated by Staff, would be subject to 
annual audits after each May filing and, in addition, subject to a final reconciliation filing 
on or about May 31, 20lfi. With the fmal reconciliation, Staff recommen&s that any 
amounts collected by A.FW3hio in excess of the established cap be refunded to customers 
as a one-tirne credit on customer bills. (Staft: Ex. 106 at 6-11; Staff Ex. 108 a t  3-4; Tr. at ' 

4398.) 

AEP-Ohio disagrees with the Staff's rationale that the Company's and customer's 
expectations are not aligned. The Company reasons that the Staff relies on the reliability 
indices and the fact that the Company performed below the level of the preceding year. 
Am-Ohio notes that in the most recent customer survey results, with the s m e  questions 
as the prior year, the Company received an 85 percent positive rating from residential 
customers and a 92 percent positive rating from commercial customers for providing 
reliable service. Further, AEP-Ohia points out that missing one of the eight applicable 
reliability standards during the two year period does not, under the rules, constitute a 
violation The Company also notes that the reliability standards are affected by storms, 
which are not defined as major storms, and other factors Like tree-caused outages. (Tr. at 
43444345,4347,4366-4367; OCC EX. 213, Att. JDW-2.) 

AEP-Ohio also opposes S W s  recommendation to file tbe DIR plan in a separate 
docket, subject to an adversarial proceeding. The Company expresses great cmcern that 
this recommendation, if adopted, will result in the C o d s i o n  micrcllmanaging and 
becoming overly involved in the "day-to-day operations of the business units within the 
utility." 

As to Staff's and Kruger's proposal to reduce the DIR to account for ADIT, the 
Company responds that such an adjustment would have resulted in a reduced DIR credit 
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if taken into account when the distribution rate case settlement was pending. AEPOhio 
argues that the decision on the DIR in the modified ESP should continue to mirror the 
understanding of the parties to the distribution rate case as any change would improperly 
impact the overall balanced ESP package. (AEPUhio Ex 151 at 9-10.) 

As authorized by Section 4928.143(B)(2}@), Revised Code, an El? may include the 
recovery of capital cost for distribution infrastructure investment to improve reliability for 
customers. A provision for distribution infrastructure and modernization incm,tives may, 
but need not, include a long-term energy delivery infrastructure modernization plan We 
find that the DIR is an incentive ratemaking to accelerate recovery of the Company’s 
investment in distribution service. In deciding whether to approve an ESP that contains 
any provision for distribution service, Section 4928.143(B){2)(h}, Revised Code, directs the 
Commission, as part of its determination, to examine the reliability of the electric utility’s 
distribution system and ensure that customers‘ and the electric utility‘s expectations are 
aligned and that the electric utility is placing d ic i en t  emphasis on and dedicating 
sufficient resources to the reliabdity of its distribution system. 

In this modified ESP, there is some disagreement between Staff and the Company 
whether or not AEP-Ohids reliability expectations are aligned with the expectations of its 
customers. The Company focuses on customer surveys to conclude that expectations are 
aligned while Staff interprets the slight degradation in the reliability performance 
measures to indicate that expectations are not aligned. Despite the different conclusions 
by the Company and Staff, the Commission finds that both Staff and the Company have 
demonstrated that indeed, customers have a high expectation of reliable electric service, 
Given that customer surveys are one component in the factor used to establish the 
reliability indices and the slight reduction in the level of measured performance on which 
the Staff concludes that reliability expectations are not aligned, we are convinced that it is 
merely a slight difference between the Company’s and customers‘ expectations. We also 
recognize that customer satisfaction is dependent on whether the customer has recently 
experienced any service outages and how quickly service was restored. 

The Commissiun finds that, adoption of the DIR and the improved service that will 
come with the replacement of aging infrastructure will facilitate improved service 
reliability and better align the Company’s and its customers‘ expectations. The Company 
appears to be placing sufficient proactive emphasis on and will dedicate sufficient 
resources to the reliability of its distribution system. Having made such a finding, the 
Commission approves the DIR as an appropriate incentive to accelerate recovery of AEP- 
Ohio’s prudently incurred distribution investment costs. We emphasize that the DIR 
mechanism shall not include any gridSMART costs; the gridSMART projects shall be 
separate and apart from the DIR mechanism and projects. With this clarification, we 
believe it is unnecessary to address the Campany’s request to allow the remaining net 



book value of removed meters to be included as a regulatory asset recoverable though the 
DIR mechanism. 

We agree with Staff and Kroger that the DIR. mechanism be revised to account for 
ADIT. ?he Commissian finds that it is not appropriate to establish the DTR rate 
mechanism in a manner which provides  the^ Company with the benefit of ratepayer 
supplied funds. Any benefits resulting from ADIT should be reflected in the DIR revenue 
requirement. Therefore, the Commission directs AEP-Ohio to adjust its DIR ta reflect the 
ADIT offset. 

As was noted in the December 14,2Ol2 Order on the ESP 2, we find that granting 
the DIR mechanism requires C o d s s i o n  oversight. We believe that it is detrimental to 
the state’s economy to require the utility to be reactionary or allow the performance 
standards to take a negative turn before we encourage the electric utility to proactively 
and efficiently replace and modernize infrastructure and, therefore find it reasanable to 
permit the recovery of prudently inc- distribution infrastructure investment costs. 
AEP-Ohio is correct to aspire to move from a reactive to a mare proactive replacement 
maintenance program. The Company is directed to work with Staff to develop a plan to 
emphasize proactive distribution maintenance that focuses spending an where it will have 
the greatest impact on dtaining  and improving reliability for customers. Accordingly, 
AEP-Ohio shall work with Staff to develop the DTR plan and file the plan for Commission 
review in a separate docket by December 1,2012 

With these mcxlifications, we approve the DE mechanism, and direct Staff to 
monitor, as part of the prudence review, by an independent auditor for in-service net 
capital additions and compliance with the proactive distribution maintenance plan 
developed with the assistance of the Staff. The proactive distribution infrastructure plan 
shall quantrfy reliability improvements expected, emure no double recovery, and include 
a demonstration of DIR expenditures over projected expenditures and recent spending 
levels. The DIR mechanism will be reviewed annually for accounting accuracy, prudency 
and compliance with the DIR plan developed by the Staff and AEP-Ohio. . 

10. Pool Modification Rider 

The modified ESP application includes the planned termination of the AEP East 
Pod Agreement (Pool Agreement). A s  a provision of this ESP,. AEP-Ohio requests 
approval of a Pool Termination Rider (PTR), inittally set at zero. If the Company’s 
corporate separation plan filed in Case No. 12-11%-EL-UNC is approved as proposed by 
the Company, and the b a s  and Mitchell units are transferred as proposed to AEP-Ohio 
affiliates, then AEP-Ohio will not seek to implement the PTR irrespective of whether lost 
revenues exceed $35 &llian annually. However, if the corporate separation plan is denied 
or modified, then AEPUhia requests permission to file for the recovery of lost revenue in 
association with termination of the Pool Agreement via a non-bypassable rider. The PTR, 
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according to AEJ?-Ohio/ is designed to offset the revenue losses caused by the termination 
Of the Pool Agreement since a sigmficant portion of AEP-Ohio's total revenues come ham 
sales of power to other Pool members. The Company argues that with the termination of 
the Pool Agreement, the Company will need to find new or additional revenue to recover 
the costs of operating its generating assets, or it will need to reduce the cost associated 
with those assets. As AEP-Ohio claims the lost revenues14 from capadty sales to Pool 
Agreement members cannot be mitigated by aff-system sales in the market alone. The 
Company agrees that it will only s e k  to recover lost pool termination revenues in excess 
of $35 miliion per year during the term of the ESP. (AEP-Ohio Ex. 103 at 21-23.) 

OCC, APJN, FES and IEUr oppose the adoption of the MTR, as they reason there is 
no provision of Section 4928.143(B)(2), Revised Code, which authorizes such a charge and 
no Commission precedent for the rTR. IXU asserts that approval of the PTR would 
essentially be the recovery of above-market or bansition revenue in violation of state law 
and the electric transition plan {Ell?) Stipdations.15 As proposed, the jnterveners claim 
that the PIX is one-sided to the benefit of the Company. FES offers that there is 
insufficient information in the record to allow the Commission to evaluate the terrns and 
conditions of the PTR, as a p a t  of the modified ESP, to require ratepayers to submit $350- 
$400 d l i o n  over the term of the ]ESP. Furthemore, OCC and APJN note that the 
Commission has disregarded transactions related to the Pool Agreement for the purpose 
of considering revenue or sales margins from opportunity sales (capacity and energy) as to 
FAC costs or consideration of off-system sales in the evduation of sigdicantly excessive 
earnings testJ6 Accordingly, OCC and APJN reason that because the Commission has 
previously disregarded transactions related to the Pool Agreement, that it would be unfair 
and uweasonable to ensure AEP-Uhio is compensated for lost revenue based on the Pool 
Agrement at the cost of: ratepayers. For these reasons, OCC and APJN believe the PTR 
shoufd be rejected or modified such that ABP-Ohio customers receive the benefits from the 
Company's off-system sales. IEU says ihe FI'R provides a competitive advantage to 
GenResources and, therefore, violates corporate separation requirements. (OCC/APJN Br. 
at 85-87; IEU Br. at 69; IEU Ex. 124 at 30-31; FES Br. at lOti.109; Tr. at 582,698.) 

The Company dispels the assertion that there is no statutory basis for a pool 
termination cost recovery provision in an ESP on the basis that h e  Commission has 
already rejected this argument in its December 14,2011, Order on the ESP 2, where the 
Commission determined a pool termination rider may be approved "pursuant to Section 

14 

15 
16 

AEP-Ohio would determine the amount of lost revenue by comparing the lost pool capacity revenue for 
the most recent 12 month period preceding the effective date of the change in the AEP Pool to increases 
in net revenue related to new wholesale transactions or decreases in generation asset costs as a result of 
bxm.inaating the Pool Agreemenk 
In re AEP-Qhio, Case Nos. !B9-2729-EL-~ and 99-173(FEL-ET", Order (S@pkmber28,2000). 
In re AEP-Ohio, ESP I Order at 17 (March 18,2009); In m A.€P-Ohh, Case No. 10-1261-ELUNC, Order at 
29 (Tanuary 11,2011). , 
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4928.143(€3), Revised Cade," and further concluded that establishing a rider "at a zero rate 
does not violate any regulatory principle or practice."l7 According to the Company, the 
other criticisms that these parties raise regarding the PTR are objections as to how, or the 
extent to which, pool termination costs should be recoverable through the rider which are 
not ripe and should be addressed if, and only if, AEP-Uhio actually pursues recovery of 
any such costs in the future as part of a separate proceeding. (AEP-Ohio Reply Br. at 59- 
60.) 

N7e find statutory support for the adoption of the PTR in Section 4928.143(8)(2)@), 
Revised Code. The P'ZR Serves as an incentive for AEP-Ohia to move to a competitive 
market to the benefit of its shopping and non-shopping customers, Without regard to the 
possible loss of revenue associated with the termination of the Pool Agreement with the 
full transition to market far all SSO customers by no later than June 2,2015. Therefore, we 
approve the PTR as a placeholder mechanism, initially established at a rate of zero, 
contingent upon the Commission's review of an application by the Company €or such 
costs. The Commission notes that in permitting the creation of the F'TJX, it; is not 
authorizing the recovery of any costs for AEP-Ohio, but is allowing for the establishment 
of a placeholder mechanism, and any recovery under the PTR must be sy>ecifically 
authorized by the Commission. If, and when, AEP-Ohio seeks recovery under the PTR, it 
will maintain the burden set forth in Section 4928.143, Revised Code. In addition, the 
Commission finds that in the event AEPQhio seeks recovery under the PIX, AEP-Ohio 
must first demonstrate the extent to which the Pool Agreement benefitted Ohio ratepayers 
over the long-term and the extent to which the costs and/or revenues should be allocated 
to Ohio ratepayers. Further, AW-Ohio must demonstrate to the Commission that any 
recovery it seeks under the M'R is based upon costs which were prudmtly hmrred and 
axe reasonable. Xmportantly, this Commission notes that AEP-Oldo will only be permitted 
to requests recovery should this C o d s s i o n  m o d e  or amend its corporate separation 
plan as fixed in Case No. 12-1126-EL-UNC only as to divestiture of the generation assets; 
we specifically deny the Company's request for recovery through the PTR based on any 
other amendment or modification of the corporate separation plan by this Commission or 
the Federal Energy Regulatory Commission (FEKC) or FERCs denial or impediment to the 
transfer of the Amos and Mitchell units to AEP-Ohio affiliates. As such, AEP-Ohio's right 
to recover lost revenues under the PTR is based exclusively on the actions, or lack thereof, 
of this Commission. 

11. Capacity Pktn 

Pursuant to the Commission's Entry on Rehearing issued February 23,2012, in the 
ESP 2 cases, and the Entry issued March 7, 2012, in the Capacity Case, the Commission 
directed that the Capacity Case proceed, without further delay, to faciliate the 
development of the record to address the issues raised, outside of the ESP proceeding. 

*7 In re AEFOhio, Case No, ll-346-ELSSO et al., Order at !%I (December 14,2011). 

, 
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While the Capacity Case continued on an expedited schedule to determine the state 
compensation mechanism, AEP-Ohlo nonetheless included, as a component of this 
modified ESP, a capacity provision different from its litigation position in the Capacity 
Case, which may be sumarized as follows. As a component of this modified ESP, the 
Company proposes a two-tiered, capacity pricing mechanism, with a tier I rate of $145.79 
per W d a y  and a tier 2 rate of $255.00 per MW-day. Shopping customers, within each 
rate class, would receive tier 1 capacity rates in proportion to their relative retail sales level 
based on the Company‘s retail load. During 2012,21 percent of the Company’s total retail 
load would receive tier 1 capacity and in 2013, the percentage would increase to 31 
percent In 2M4, through the end of the ESP, May 31,2025, the tier 1 set aside percentage 
would increase to 41 percent of the Ccrmpany’s rtztaiI load. All other shopping customers 
would receive tier 2 capacity rates. For 2012, an additional allotment of tier 1 priced 
capacity will be available to non-mercantile customers who are part of a community fhat 
approved a governmental aggregation program on or before November 8,2011, even if the 
set-aside has been exceeded. AEP-Ohio does not propose any special capacity set-aside for 
governmental aggregation programs after 2012, (AEP-Ohio Ex. 101 at 15; AEP-ohio Ex. 
116 at 6-7.) 

AEP-Ohio argues that its embedded cost-based charge for capacity is $355.72 per 
MW-day, as supported by the Company in the Capacity Case. Further, AEP-Ohio projects, 
with forward energy pricing decreasing over the remainder of 2012 by approximately 25 
percent and based upon the switching rates experienced by other Ohio electric utilities, 
that by the end of 2012 shopping rates in AEP-Ohia territory will increase to 65 percent of 
residential load, 80 percent of commercial load and 90 percent of industrial load 
(excluding one large customer). AEiP-Ohio reasons that the two-tier capacity pricing 
mechanism is a discount from the Company’s embedded cost of capacity which will 
provide CRE providers headroom, the abdity to offer shopping customers lower 
competitive electric service rates and expand competition in the Company’s service 
territory and, as a component of this modified ESP, balances the revenue lasses likely to be 
experienced by the Company, Further, AEP-Ohio submits that the capacity pricing 
offered as a part of this modified ESP is intended to mitigate, in part, the fmancial harm 
the Company will potentially endure if the Company is required to provide capacity at 
PjMs RPM-based rate. (AEP-Ohio Ex. 116 at 4-5,8-9; Tr. at 332-333.) 

As an alternative to the two-tiered capacity mechanism, AEP-Ohio proposes as a 
component of the modified ESP, to charge CTCS providers its embedded cost of capacity 
$355.72 per W-day with a $10 per MWh bill credit to shopping customers, subject to a 
cap of $350 million though December 31,2014. Shopping credits would be limited to up 
to 20 percent of the load of each customer class for June 2012 through May 2013, and 
increase to 30 percent for the period June 2013 through May 2014 and then to 40 percent 
for the period June 2014 through December 2014. AEP-Ohio’s rationaIe for the alternative 
is to ensure shopping customers receive a direct and tangible benefit to shop that is fixed 
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and known regardless of &e CRES provider selected. (AEP-Ohio Ex. 116 at 15-17; Tr. at 
427,1434.) 

On July 2,2012, the Commission issued the Order in the Capacity Case (Capacity 
Order) wherein the Commission determined $188.88 per MW-day as the appropriate 
charge to enable the Company to recover its capacity costs pursuant to its Fixed Resource 
Requirements (FRR) obligations from CRES providers.lS However, the Capacity Order 
also directed that AEPahio's rapacity charge to CRES providers shall be the auction- 
based rate, as determined by PjM via its reliability pricing model (RPM), including final 
mnd adjustments, on the baris that &e RPM rate will promote retail electric 
c oInpetitim19 

In the Capacity Order, the Commission also authorized AEP-Ohio to mod* its 
accounting procedures to defer the incurred capacity costs not recovered from CRES 
providers, commencing June 1, 2012, through the end of this modified ESP, with the 
recovery mechanism to be established in this proceeding.20 

In this Order on the mod&ed ESP, the C.mnmission adopts, as part of the RSR the 
recovery of the difference between the WM-based capacity rate and AEP-Ohio's state 
compensation mechanism for capacity as determined by the Commission. 

Staff endorses the Company's recovery of the difference between the state 
compensation mechanism for capacity and the RPM rate (Staff Reply Br. at 13). On the 
other hand, IEU, OCC and MJN argue that there is no record evidence in this modified 
ESP case, or any other proceeding, to determine an appropriate mechanism to collect 
deferred capacity charges in contradiction of the requirements in Section 4903.09, Revised 
Code, and the parties were not afforded due process on the issue, Furthermore, OCC and 
APJN reason that &e capacity charge deferrals cannot be a provision of an ESP as the 
charges do not fall within one of the specified categories listed in Section 4928.143(8)(2), 
Revised Code, and there is no statutory basis under Chapter 4928, Revised Code, for such 
charges. OCC and APfrV also contend approval of the recovery of deferred capacity 
charges violates state policies expressed in Section 4928.02, Revised Code, at paagraph 
(A), which requires reasonably priced retail electric service; at paragraph (H), which. 
prohibits anticompetitive subsidies from noncompetitive retail electric service to 
competitive retail service; and at paragraph {L), which requires the Commission to protect 
at-risk populations. (OCC/APJN Reply Br. at 18; XEU Reply Br. 6-7). 

In re Capacity Case, Order at 33-36 guly 2,2012). 
l9 In re Capacity Case, Order at 23 (July 2,2M2). 
20 In re Capacity Case, Order at 23 UuIy 2,2M2). 
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Certain parties that oppose the C o d s i o n ’ s  incorporation of the Capacity Case 
deferrals in the modified ESP overlook the fact that the Capacity Case was opened prhr to 
each of the ESP 2 applications filed by AEP-Ohio and that each of the applications 
proposed a state compensation capacity charge and plan for resolution of &e issue, The 
Commission rejects the Company’s two-tier capacity plan and rates, proposed as a p a  of 
this modified ESP 2. 

Furthermore, in accordance with W o n  4928.244, Revised Code, the Cornmission 
may order any just and reasonable phasein of any rate or price established under Sections 
4928.141, 4928.142, or 4928.143, Revised Code, including carrying charges. Where the 
Commission establishes a phase-in, the Commission must also authorize the creation of 
the regulatory asset to defer the incurred costs equal to the amount not collected, plus 
carrymg charges on the amount not collected, and authorize the recovery of the deferral 
and carrying charges by way of a non-bypassable surcharge. 

Several of the interveners argue that because the record in the modified €?SI? was 
closed when the Capacity Order was issued, the deferral of capacity charges was not made 
an issue in the modified ESP case, the record does not support the deferral of capacity 
charges or that the parties were not afforded due process on the issue. We disagree. AEP- 
Olzio proposed certain capacity charges and a plan as a part of this modified ESP and 
consistent with the Commission’s authority we may approve or modify and approve an 
El?. Nothing in the Section 4928.144, Revised Code, limits the Commission’s authority to 
modify the El? to include dderrals on its own motion. With the Commission’s decision to 
begin colIecting the deferrd in pat  through the RSR, all other issues raised on this matter 
are addressed in that section of the Order. 

12. Phase-in Recaverv Rider and Securitization 

As part of AEP-Ohio‘s ESP 1 case, to mitigate the impact of the rate increase for 
customers, the C o w s i o n  ordered, pursuant to Section 4928.144; Revised Code, the 
Company to phasein any increase authorized over an established percentage for each year 
of the ESP.X The Commission authorized CSP and OP to establish a regulatory asset to 
record and defer fuel expenses, with carrying costs at the weighted average cost af capital 
(WACC), with recovery through a non-bypassable surcharge to c o h e n c e  January 1, 
2012, and continue through December 31,2018.22 This aspect of the ESP 1 Order is final 
and non-appealable. On September 1,2M1, CSP and OP filed the Phase-in Recovery Case 
application to request the creation of the Phase-In Recovery Rider (PIRR), a mechanism to 
recover the accumulated deferred fuel costs, including carrying costsp to be effective with 
the first billing cycle of January 2012. The Phase-in Recovery Case was a part of the 
proposed ESP 2 Stipulation which was initidly approved by the Commission on 

** ESP 1 Order at 22. 
22 ESP 1 Order at 20-23; First ESP EOR at 6-10. 
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December 14,2011. Consistent with the Commission's directive in the February 23,2012 
Entry on Rehearing rejecting the ESP Stipulation, a procedural schedule was established 
for the Phase-in Recovery Case to proceed independently of any ESP. On August 2,2012, 
the Commission issued its decision on the Company's PIRR appfication. 

Notwithstanding the Phase-in Recovery Case, as a part of this modified ESP case, 
AEP-Ohio requests that recovery of the deferred fuel .expenses be delayed, while 
continuing to accrue carrying cost at WACC, until June 2023. The Company does not 
propose ta extend the recovery period. AEP-Ohio also proposes that the P W  of CSP and 
OP be cmbined. The rationale presented by the Company for delaying collection of ithe 
PIRR is to coincide with and offset the consolidation of the FAC, which the Company 
reasons will minimize custom rate impacts. According to AEP-Ohio witness Roush, 
combinjng the PIRR rates will increase the rate for customers in the CSP rate zone and 
reduce the rate for customers in the OP rate zone. In this modified ESP proceeding, AEP- 
Ohio also requests that the Commission suspend the procedural schedule in the PIRR 
cases. (AEP-Ohio Ex. 128 at 8; AEP-Ohio Ex, 119 at 3; AEP-ohio Ex. 122 at 5-6.) 

AEP-Ohio witness Hawkins acknowledges that legislation permitting the 
securitization of the PIRR was passed in December 2011 but claims that securitization ol 
the PER regulatory asset will likely take about nine months to finalize after the issuance 
of a final, non-appealable order. AEP-Ohio admits that securitization of the PIrcR 
regulatory assets would reduce customer costs as a result of the reduction in carrying costs 
and provide the Company with capital to assist with the transition to market. (AEP-Ohio 
Ex. 202 at 7-8.) 

OCC opposes the notion that AEP-Uhio be permitted to earn a return on its own 
capital at WACC while the PIRR is delayed at the Company's request. Further, OCC and 
APJn agree with Staff that collection of the PIRR should comence as soon a6 possible 
after the Commission issues its Order, the delay in collection amounts to an additional cost 
of W.5 million. OCC and M J N  argue that there is no justification for the delay and the 
delay at W A C  only serves to benefit the Company. Since the delayed collection is at the 
Company's request, OGC and ApTN advocate that no further carrying charges accrue or 
the carrying charge be reduced to the long-term cost of debt. (OCC Ex. 115 at 47; OCC Ex. 
211 at 20-22; OCC/APJN Br. at 64-72) 

Similarly, IEU argues that the delay of the PlRR violates Section 4928.144, Revised 
Code, which requires that the delay in collection at WACC be consistent with s o d  
regulatory practice, just, and reasonable. E U  estimates the additional carrying cost will be 
at least an additional $40 to $45 million and reasons that AEP-Ohio was only autharized to 
collect WACC on deferred fuel costs through December 31,2011, the end of ESP 1. (IEU 
Ex. 129 at 3031,14; Tr. at 3639,4549.) 
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Omet argues that the increased cxrying charge to defer the implementation of the 
PIRR until June 2013 is excessive and presents a number of legal and pragmatic issues. 
Onnet notes that the interest to be incmed by delaying &e implementation of the PlRR is 
based on an interest rate of 11.26 percent, more than AEP-Ohio uaized to determine the 
RSR. @met encourages the comcnission to reduce the carrying cost, in light of the c h g e  
in economic and financial cj.rcumstances since the ESP 1 Order, to the sliort-term cost of 
debt and to delay PIRR. implementation mid securitization is complete or at least until 
June 2013. (Ormet Br. at 23-24.) 

Onnet and EU request that the Company be directed to maintain the separate PlRR 
mechanism €or CSP and OP to reduce the impact on ratepayers. IEU notes that CSP 
customers have contributed approximately one percent of the total PfRR balance. Ormet 
notes that the deferred fuel expenses that are the basis of the PIRR, as provided in the ESP 
1 Order, is a final non-appealable order for which AEl?-C)hio may rely to seek 

&met contends that pursuant to Nafimwz’de Ins. Cu. zt. Hall, No. 1258r2978 WL 214906 at *3 
(Ohio App. 7 Dist. Mar. 23, 1978) AEP-Ohio can not now assert a contradictory legal 
position Pr. at 4543-4548; h e t  Ex. 106B at 9; Ornet Br. at 23-27; IIEU Ex. 129 at 9-11; 
IEU Br. at?2) 

Securiti~ati~n. AEP-Ohio has argued S U C ~  in this case in its filing Of March 6 r  2012, and 

Ormet asserts that blending tbe PIRR rate for CSP and OP rate mnes constit-utes a 
retroactive change in fuel costs for which AEP-Ohio has failed to offer my justification. 
Ornet states that at the time the fuel cost were incurred, CSP and C)P were not merged 
and that the overwhehhg majority of the PIRR balance is from the OP rate zone. The 
rationale offered by Ormet is that the blendjng of the FAC rate is fundamentally different 
from the blending of the PIRR rate, as FAC is an ongoing look at current and future fuel 
costs where the PIRR is the collection of previously incurred, deferred fuel costs. Ormet 
argues that the C o d s s i o n  has previously concluded that the distinction between 
retrospective and prospective is key to what constitutes prohibited retroactive ratemaking. 
Ormet asks that, consistent with the Commission’s determination in the ESP 1 Entry on 
Remand Order, that the Commission find the blending of the CjP and OP PlRR balances 
equates to changing the rate for previously incurred but deferred fuel costs. (Tr. at 1187, 
45364537,4540; Ormet Br. at 27-31.) 

The Company reasons that the PIRR regulatory asset is on the books of OP, as the 
surviving entity post-merger, along with all of the other assets and liabilities of the former 
CSP. Therefore, it is appropriate for d AEP-Ohio customers to pay the PIRR. MP-Clhio 
notes that Staff advocates that the FAC and PIRR be immediately unified and 
implemented, because CSP customers benefit from a rate impact perspective with the 
merging of both rates (Tr. at 453944[)). 
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Staff opposes the Company‘s request to delay recovery of the merged PlRR ra t s  
and recornmends &at the C-sion direct recovery to commence upon approval of the 
modified ESP to avoid increased carrying charges associated with the dely. Staff notes 
that with a PIXR balance: of approximately $549 dIion, delaying PIRR recovery until June 
2013 results in additional carrying charges of $TI. million at the WACC. Further, Staff 
supports the merger of the PIRR rates. (Staff Ex. 109 at 4-5.) 

AEP-Ohio answers that the difference between the Company’s proposal to delay 
coIIection of the PlRR in comparison to the Staff and certain interveners opposition to the 
delay is essentially a balancing or prioritizing between twa goals: mitigatjng present rate 
impacts and reducing the total carrying charges. The Company’s proposal was a b e d  at 
addressing the first goal and the Staff’s position prioritizes t he  second goal. The Company 
contends that its proposal to delay implementation of the PIRR until June 2013 to coincide 
with the unification of FAC rates is rewonable, results in minima1 immediate rate impacts 
to customers, and should be approved. 

AEP7Ohio’s request to suspend the procedural schedule in the PIRR case is moot, as 
it does not appear that the Company made a sirnilax request in the Phase-in Recovery 
Cases, and given that the Cmmmission has issued its decision on the PIRR application. 
Consistent with the Company’s limited request as to the PIRR in this modified ESP, we 
wili address the comencement of the amortization period for the PER, combining the 
PIRR rates for the GI? and OP rate zones and securitization. Any remaining issue raised 
as to the deferred fuel expense or the PIRR that is not addressed in the Phasein Recovery 
Order or this modified ESP Order is denied. 

As AW-Ohia correctly points out, delaying collection of the MRR to offset against 
the merged FAC rates, as opposed to immediately commencing collection of the PIRR, is 
indeed the prioritizing between two goals. AEP-Ohio‘s request to delay cornenemat 
of the amortization period for the PIRR is denied. In this case, where the accrued carrying 
clwges during the requested delay are estimated to be an additional $40 to $7l million, it 
is unreasonable for .the Commission to approve the delay and permit canying charges bo 
continue to accrue merely to facilitate one charge offsetting another. AEP-ohia is directed 
to commence recovery of the PIRR charges as soon as practicable after the issuance of this 
Order. 

We agree with the recommendation of Ormet and IEU to maintain separate PIRR 
rates for the CSP and OP rate zones. The PIRR balance was incurred priKlarly by OP 
customers, and according to cost cawtion principles, the recovery of the bdance should 
be horn OP customers. Further, as discussed above, the Commission directs that FAC 
rates should be maintained on a separate basis. 
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E U  argues that the PIRR fails to address the requirements of Section 4928.200, 
Revised Code,S that requires non-bypassable charges arjsing from a phase-in deferral are 
applicable to customers in governmental aggregation program only in proportionate to 
the benefit received. EEU's claim that the PIRR vialates Section 4928.20(I), Revised Code, is 
misdirected. The PIRR is not part of this ESP proceeding but was the directive of the 
Commission in the Company's prior ESP case. Therefore, the Commission finds that IEU 
should have raised this issue in the ESP 1 case or when the Commission established the 
PIRR and that Section 4928.144, Revised Code, as to the collection of the PIRR, is not 
applicable to this modified ESP proceeding. 

The CoMssion notes that AEp-ohio witness Hawkins testified that securitization 
of the PIRR regulatory assets would reduce customer costs through the reduction of the 
carrying cost and provide AEP-ohio with the needed capital to assist with the transition to 
competition. AB-Ohio also states that recovery of the P I E  can commence before 
securitization i s  cmplete. Ormet supports securitization of the MRR (AEPOEo Ek. 102 
at 8; Qrrnet Br. at 24-25.} 

Finally, while AEP-Ohio dues not specifically propose securitization of the PIRR in 
the modified ESP, AEP-Ohio notes that securitization offers a benefit to both customers 
and AEP-Ohio. Further, no parties opposed the idea of securitizing the PIRR. 
Accordingly, we direct AEP-Ohio to take advantage of this extremely useful tool our 
General Assembly created €or electric utilities and their customers through House Bill 364 
and securitize the PZRR deferral balance. Securit-ization not only leads to lower utility bills 
for all customers as a result of reduced carrying costs, but also leads to Xower borrowing 
costs for AEP-Ohio. The Commission finds it extremely important, particularly when our 
State has been hit by tough economic times, to keep customer utility bills as low as 
possible, and securitization of the PTRR provides us with a meam to eflsu~c! we protect 
customer interests. Therefore, AEP-Ohio shau initiate the secwitization process for the 
PIRR deferral balance as soon as practicable.. 

23 Section 492$.20(Z), Revised Code, states 
Customers that are pert of B governmental aggregation under this section shall be responsible only for 
such portion of a surcharge under section 4928.144 of the Revised Code that is proportionate to tkre 
benefits, as de&mined by the commission, that electric load centers with21 the jurisdiction of the 
govenunentd aggregation as a p u p  receive. The proportionate surcharge so established shd apply to 
each customer of the gove.rnme.ntal aggregation while the customer is part of that aggregation. if a 
customer ceases being such a customer, the otherwise applicable surcharge shall apply. Nothing in this 
section shall result in less than full recovery by an ektric distribution utility of any surcharge 
authorized under section 4928.144 of the Revised Code Notking in this section shall result in tess than 
fie fuIl and timely imposition, charging, coIlection, and adjustment by an electric distTibution utility, its 
assignee, or any collection agent, of the phase-in-recovery charges authorized pursuant to a find 
financing order issued pursuant tr, sections 4928.23 to 4!?28,2318 of the Revised Code. 
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13. Generation Asset Divestitme 

The Company describes, but does not request as a part of th is  modified ESP, its 
proposed application far full corporate separation filed in Case No. 12-1126-ELUNC 
(Corporate Separation Case), pursuant to the requirements of Section 4928.17, Revised 
Code, and C3apter 4901:2-37, O.A.C.24 AEP-Ohio asserts full corporate separation is a 
necessary prerequisite for generation asset divestiture and AEP-Ohids transition tu an 
auction-based SSO. Pursumt to the proposed modified ESP and the Company’s proposed 
corporate separation plan, AEP-Ohio will retain transmission and distribution-related 
assets, its REPAs and the associated REcs. AEP-Ohio will transfer to its generation 
affiliate, GenResources, existing generation units and contractud entitlements, fuel-related 
assets and contracts and other assets and liabilities related to the generation business,% 
The generation assets wi l l  be transferred at net book value. AEP-Ohio proposes to retain 
senior notes and pollution control revenue bonds, as such long-term debt is not secured by 
the generation assets being transferred to GenResources. The Company expects to 
complete termination of the Pool Agreement and full corporate separatian by January 1, 
2014.26 (AEP-Ohio Ex. 203 at 4-6,8,21-22.) 

AEP-Ohio is a Fixed Resource Requirement cE;RR) entity, pursuant to the 
requirements of P W  hkrconn&ion LIX: (PJM), and must remain an FRR until June 1, 
2015. To meet its FRR obligations after full corporate separation and before the proposed 
energy auctions for delivery commencing January 1, 2015, the Company states 
GenResources will provide AEP-Ohio, via a full requirements wholesale agreement, its 
load requirements to supply non-shopping customers. Pursuant to the proposed modified 
ESP, AEP-Uhio proposes that for the period January 1, 2015 through May 31, 2015, 
GenResomces wiJI provide AEP-Ohio only capacity, no energy, at $255 per W - d a y  and 
the contract between AEP-Ohio and GenResources wizl terminate effective Jm 1,2015, 
when both energy and capacity will be provided to 333 customers through an auction. 
W e  AEP-OhiO is an FRR entity, the Company states it will make capacity payrnents to 
GenResources for the energy only auctions proposed in this modified ESP at $255 per 
MW-day. Generation-dated revenues paid to AEP-Ohio by Ohio ratepayers will be 
passed through to GenRemurces for capacity and energy received for the S !  load, and 
AEP-Ohio will reimburse GenResources on a dollar-for-dollar basis for transmission, 
ancillary, and other service charges billed to GenResources by PJM to serve AEP-Ohio’s 

24 Sae In the M a t h  of the Application of Ohio Power Cumpmtyfor Appmd of Full Legdl CorpoPafe Separation and 
Amendment fo its Corporate Separation Plun, Case No. 12-2124-EGTJNC, filed March 30,2012. 

25 AEP-Ohio notes that after transferring the generation assets and liabilities to GenResouroes, 
GenResources will transfer Amos unit 3 and 80 percent of the Mtchell Plant to Appalachian Power 
Company (APCo) and transfer the balance of the MitchelI Plant to Kentucky Power Company o, so 
the utilities can meet their respective load requirement absent the AEP East Pool Agreement (AEP-Ohio 
Ex. 101 at 22). 

26 As a part of the modified ESP, AEP-Ohio requests approval for a Pool Termination Rid- which is 
addressed in a separate sedion of this Order. 
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330 load. h additiont AEP-Ohio will remit afl capacity payments made by CRES 
providers pursuant to PjM’s Reliabav Assmme Agreement to GenResomces as well as 
revenues from the Retail StabiIity Rider iis compensation far fulfiLEment of AEPQhio’s 
FRR obligations. (AEP-Ohio Ex. 101 at 23; AEP-Ohio Ex. 103 at 6-8; Tr. at 515-519.) 

IEU, OCC and AlpJN argue that becam AEP-Ohio has made the rnoclified ESP 
f c i g  coningent on receiving approval of the corporate separation plan yet failed to 
request consolidation of the Corporate Separation Case, the Commission cannot approve 
the corporate separation pIan as a part of this proceeding. (KC/APJN Br. at “3; IEU Br. 
76-77.) 

In fact, IEU argues that AEpahio is not the FRR entity but, American Electric 
Power &ice Corporation (m) is the FRIt entity on behalf of all of the American 
Electric Power operating companies within PJM and, thaefore, AEp-ohlo does not have 
any FRR obligation. Nor has AEP-Ohio offered into evidence, TEU notes, A E K s  IFRR 
capacity plan or indicated which of AEP-Ohio’s generation assets are part of the capacity 
plan. IEU reasons that AEP-Ohio’s generation assets are not dedicated to AEPQhio’s 
distribution customers and may be replaced by other capacity resources. (IEU Ex. 125 at 
23, AEpahio Ex. 103 at 9.) 

DER and DECAM argue that AEP-Ohio’s proposal to contract with Gefiesources 
to serve the 930 load at the proposed capacity price after corporate separation is an illegal 
violation of the corporate separation laws and violates state policy causing a negative 
impact on the ability of unaffiliated CREE; providers to compete in QP territory (Tr. at 812- 
813; DERiDECAM Br. at 11). 

Staff opposes AEP-Ohio‘s request to retain $296 million in pollution controI bonds, 
where there has not been, according to Staff, any demomtration that use of the 
intercompany notes would have a substantial negative affect on the genefation affiliate‘s 
cost of debt. Staff proposes that AFP-Ohio be directed to make a filing with the 
~ommissian within six months after the cump~etien of corporate separation, to 
demonstrate that there is not any substantial negative impact on AEP-Ohio if the debt or 
intercompany notes axe not transferred to the generation affiliate. Therdfore, SLaff 
recommends that the Commission deny this aspect of the Company’s ESP proposal at this 
time. Further, Staff recornends that the Corporate Organization chart be updated to 
reflect the legal entities that axe related to American Electric Power Inc., as well as all 
reportable segments related to AEP-Ohio, in a format and m m e r  similar to the 
information American Electric Power Inc. provides in its IOK fiIing to the Securities and 
Exchange Commission (Staff Ex. 108 at 5-6; TI. at M O W . )  

AEPQhio did not request consolidation of its pending corporate separation plan in 
conjunction with this modified ESP application, and as such the Commission will consider 
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the corporate separation application in a separate docket As such, the primary issues to 
be considered in this modified ESP proceeding is how the divestiture of the generation 
assets and the agreement between AJPQhio and GenRmsources will impact SSQ rates. 

We find IEU’s argummb, that AEP-Ohio is not the entity c o d t t e d  to an FRR 
obligation with PJM to be form over substance. AEPSC entered into the FRR agreement on 
behalf of AEPQhio and ather AEP-Ohio operating affiliates and the legal obligation of 
Am-Ohio is no less binding than if AEP-Ohio entered into the agreement directly. 

The Commission finds that sufficient information regarding the proposed 
generation asset divestifme and corporate separation, as reflected in more detail in the 
Corporate Separation Case, has been provided in this modified ESP case to allow the 
Commission to reasonably conclude that termination of the Pool Agreement and corporate 
separation facilitate AEP-Ohids transition to a competitive market in Ohio. With the 
modification and adoption. of the modified ESP, as presented in this Order, the 
Commission m y  reasonably determine the ESP rates, including the rate impact of the 
generation asset divestiture, on the Company’s SSO customers for the term of the modified 
ESP, where upon SSO rates will subsequently be subject to a competitive bidding process, 
While, AEP-Ohio proposes to enter into an agreement with GenResources to provide AEP- 
Ohio capacity at $255 per MW-day, we emphasize that based on the Commission’s 
decision in the Capacity Case, AEP-Ohio will not receive m y  more than the state 
compensation capacity charge of $188.88 per Nwday from Ohio customers during the 
term of this FSP. 

As the Commission understands the Company’s description of the generation 
divestiture, all AEPOhio generation facilities, except Amcm and Mitchell, will be 
transferred to GenResources at net book value. Amos and MitchelI will ultimately be 
transferred to AEP-Ohio operating affiiiates at net book value. 

Staff raises some concern with the implemenbtion of carporate separation and the 
lack of the Company’s transfer of all debt and/or intercompany notes to GenResources. 
Despite the Staff‘s recommendation, the Commission approves AEP-Ohio’s requests to 
retain the polIution control bonds contjngent upon a filing with the Commission 
demonstrating that AEP-Ohia ratepayers have not and will not incur m y  costs associated 
with the cost: of servicing the associated debt. More specifically, AEP-Ohio ratepayers 
shall be held harmless for the cost of the pollution control bonds, as well as any other 
generation or generation related debt or inter-company notes retained by AEP-Ohio. AEP- 
Ohio shall file such information with the Commission, in this docket no later than 90 days 
after the issuance of this Order. Accordingly, the Commission finds that, subject to our 
approval of the corporate separation plan, the electric distribution utility should divest its 
generation assets horn its noncompetitive electric distribution utility assets by irmfer to 
its separate competitive retail generation subsidiary, GenResouTces, as represented in this 
modified ESP. The Company states that it has notified PJM of its intention to enter PJM’s 



11-346-EL-SS0, et al. -60- 

auction process for the delivery year 2015-2016, 
rernainin g issues presented in the Company’s Corporate Separation Case. 

The Commission WiIl review the 

In regards to the contract between AEP-Ohio and Gdesources, FES contends that 
after corporate separation AEP-Ohio cannot simply pass-through the generation revenues 
it receives without evidence that the cost are prudent consistent with Section 
4928.143@)(2)(a), Revised Code, and AEP-Ohio has done nothing to establish that $255 per 
MW-day for capacity is prudent. The price of $255 per W d a y  is unrelated to cost or 
market rates, and according to FES, appears to be weIl above market. Furthermore, 
Constellation and Exelon witness Fein btified that Exelon made an offer of energy and 
capacity and an offer for capacity only to serve AEP-Ohio’s 9so load June 1,2014 thi-ough 
May 31,2016, at a cost lower than the Campany is proposing as a part of this modified 
ESP. Constellation and Exelon emphasize that the PJM tariff does not prohibit an FRR 
entity from making bilateral purchases in the market to meet its capacity obligations. 
(ConsteUation/Exelon Ex. 101 at 17-19). FES notes that according to testimony offered by 
AEP-Ohio witness Nelson, the $255 MW-day for capacity is not based on costs nor indexed 
to the market rate. Furthermore, FEE points out that AEPSC is negotiating the contract for 
both AW-Ohio and GenResources. AEP-Ohio has no intent, based on the testimony of 
Mr. Nelson, to evaluate whether the cost of its contract with GenResources for SSO service 
could be reduced by contracting with mother supplier. Based on the record evidence, FES 
arigues that this aspect of the modified ESP does not comply with the requirements of 
Section 4928.143(B){2)(a), Revised Code, and he contract between AEP-Ohio and 
GenResouces, after corporate separation does not camply with the FERC Edgar 
guidelines, which direct that no wholesale sale of electric energy or capacity between a 
franchised public utility with captive customers and a market-regulated power sales 
affiliate may take place without first receiving FERC authorization for the transaction 
under section 205 of the Federal Power Act. (Tr. at 523-526; FlES Br. at 102-105.) 

The Cowmission finds, that once corporate separation is effective and AEP-Ohio 
procures its generation h m  GenResources that it is appropriate and reasonable for certain 
revenues to pass-through AEP-Ohio to GenResources. Specifically, the revenues AEP- 
Ohio receives, after corporate separation is implemented, from the RSR which are nat 
allocated to recovery of the deferral, revenue equivalent to the capacity charge of 
$188.99/MW-day authorized in Case No. 10-2929-EL-UNC, generation-based revenues 
from SSO customers, and.revenue for energy sales to shopping customers, should Row to 
to GenResources. We recognize, as AEP-ohio acknowiedges and YES discusses in its reply 
brief, that the contract between AEPOhio and GenResources is subject to prior FERC 
approval. We do not make, as a part of our review of the Gonnpany’s modified ESP 
application, m y  expressed or implied endorsement of the terms or conditions of the AW- 
Ohio contract with GenResomces, as presented in this case, 
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14. CridSMART 

-61- 

The Company’s modified B P  application proposes the continuation of the 
gridSMART rider approved by the Commission in the ESP 1. Order, with two 
modifications. First, AEP-Ohio requests that the gridSMART rates for the CSP rate zone 
be expanded to the OP rate zone. Second, AH?-Ohio requests that the net book value of 
meters retired as a result of &e gridSMART project be deferred as a regulatory asset for 
accounting purposes. Currently, the net book value of meters replaced as a result of Phase 
1 of the gridSMART project are charged to expense net of salvage md net of meter 
transfers and included in the over/under calculation of the rider. The Company expects to 
complete the installation of gridSMART equipment in Phase 1 and to complete 
gridSMART data submission to the U. S. Departinmt of Energy on Phase 1 of the project 
by December 31, 2013, with &e evaluation to be completed around March 31, 2014. 
Further, AEP-Ohio states that the Company intends to deploy elements of the gridSMART 
program throughout the AEl?-Ohio service territory as part of the proposed DIR program 
proposed in this proceeding. (AEP-Ohio Ex. 107 at 10; AE;p-ohio Ex. 110 at 9-13.) 

OCC and APJN submit that, to the extent that the Company proposes to include 
grjdSMART costs in the DIR, there are numerous concerns that need to be addressed 
before the Company is authorized to proceed. Staff, OGC, and APJN retort that the 
Company’s proposed expansion of the gridSMART project, before any evaluation and 
analysis of the success of gridSMART Phase 1, is inconsistent with sound business 
principles and should be rejected by the Commission. Therefore, these parties recommend 
that the Company not proceed with Phase 2 until evaluation of Phase 1, is  complete, on or 
about March 31,2014. (Staff Ex. 105 at 5-6; OCC/ATfN Br. at 96-97.) 

More specifically, Staff reasons that the costs of the expansion of various 
gridSMART-technologies have not been determined, the benefits of the @&MART 
expansion defined nor customer acceptance of such technologies evaluated. In addition, 
Staff claims that the Company has stated that certain components of the aging distribution 
infrastrucWe do not support gridSMART technologies. Despite Staff‘s position on the 
commencement of Phase 2 of the gridSpIxART project, Staff does not oppose the 
Company‘s installation, at the Company‘s expense and risk of recovery, of proven 
distribution i o g i e s  that can proceed independently of gridSMART, which address 
near term generation reliability concerns, such as integrated voltage variation control 
(IWC), and do not present any securiv or inkroperability issues or violate requirements 
set forth by the National Institute of Standards and Technology Interagency Report. Staff 
endorses the continuation of the gridSMART rider to be collected from all f&l?-Ohio 
customers. Staff emphasizes that equipment should not be recoverable in the gridSMART 
rider until it is installed, has completed and passed thorough testing, and has been placed 
in-service. (St& Ex. 105 at 3-6; Staff Ex. 107 at 3-13.) 
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AEP-Ohio points out that no intervener has expressed any opposition to the 
continuation and completion of gridSMART Phase 1 and, accordingly, ABP-Ohio requests 
approval of &is aspect of the modified ESP. A?3P=Ohio also requests that the Commission 
provide some policy guidance on whether the Company should proceed with the 
expansion of the gridSMART program. 

As &e Cornnission noted in AEP-Ohio’s ]ESP 1 Order: 

mt is important that steps be taken by the electric utilities to explore 
and implment technologies.. , that will potentially provide long-term 
benefits to customers and the electric utility. GridSMART Phase 1 will 
provide CSP with beneficial information as to implementation, 
equipment preferences, customer expectations, and customer 
education requiremenis.. . More reliable service is clearly beneficial to 
CSTs customers. The Commission strongly supports the 
implementation of AMI [advanced metering ~ a s t r u c t u e ]  and DA 
[distribution automation initiative), with. HAN borne area network), 
as we believe these advanced technologies are the founhtion for 
A=-Ohio providing its customers the ability to better manage their 
energy usage and reduce their energy costs. 

(ESP I Order at 3435.) 

The Commission is not wavering in its conviction as to the benefits of @&MART. 
Thus, we direct AEP-Ohio to continue the gridSMART Phase 1 project and to complete fhn: 
review and evaluation of the project. We are approving the Company’s reguest to initiate 
Phase 2 of the gridSMART project, prior to the March 31, 2014, completion of the 
evaluation of gridSMART Phase 1, with those technologies that have to-date demonstrated 
success and are cost-effective. To require the Company to delay any further expansion or 
installation of gridSMART is unnecessarily restrictive with respect to the further 
deployment of successful individual smart grid systems and technologies used in the 
prqect. The Company shall file its proposed expansion of the gridSMART project, 
gidSMART Phase 2, as part of a new gridSMART application, including sufficient detail 
an the equipment and technology proposed for the Commission to evaluate the 
demonstrated success, cost-effectiveness, customer acceptance and feasibility of the 
proposed technology. However, the Company shall include, as Staff recommends, IVVC 
only within the distribution investment rider, as NVC is not exclusive to the @&MART 
project, lvvC supports the overall electric system reliability and can be installed without 
the presence of grid smart technologies, although IWC enhances or is necessary for grid 
smart technology to operate properly and efficiently. Furthermore, the gridSMART Phase 
1 rider was approved with specific limitations as to the equipment for which recovery 
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could be sought, and a dollar limitati011.27 Any gridSMAR'I' investment beyond the Phase 
1 pilot, which is not subject to recovery through the DIR mechanism, should be recovered 
through a mechanism other than the current gridSMART rider, for example, through a 
gridsMAaT Phase 2 rider. The current gridSMART rider allows for recovery on an "as 
spent" basis, with audits directed toward truing-up expenditures with collsctions through 
the rider rate. Keeping subsequent non-DIR, gridSMART expenditures in a new separate 
recovery mechanism facilitates enforcement and a Commission determination that 
recovery of gridSMART investment occw only after the equipnnent is installed, tested, and 
is in-service. With these clarifications, the Commission approves the Company's request 
to continue, as a part of this modified FEZ, the current g r i d S W T  rider mechanism, 
subject to annual true-up #and reconciliation based on the Company's prudently incurred 
costs, and to extend the rate to include OP a s  well as CSP customers. 

We note that the gridSMART Phase 1 rider was last evaluated for prudency of 
expenditures, reconciled for ova- and under-recoveries and the rate mechanism adjusted 
in Case No. II-1353-ELRDR, with Ehe rate effective beginning September, 1,2011. Despite 
the Commission's February 23,2022 rejection of the application in this E€' 2 pmceeding, 
the recovery of the gridSMART rate mechanism continued consistent with the Entry 
issued March 7, 2012. Accordingly, the gridSIv€ART rider rate mechanism approved in 
Case No. 21-1353-EL-RDR shall continue at the current rate until revised by the 
Commission We also note that in Case No. 11-1353-EGRDR, the Commission deducted 
an amount from the Company's claim for the loss on the disposal of eIectro-mechanical 
meters. The Commission notes, as we stated in the Order issued August 4,2011, that we 
will address the meter issue in the Company's pending @&MART rider application, 
CaSFt No. 12-509-ELRDR, and nothing in this Order on the modified ESP shauld be 
interpreted to the contrary. 

15. Transmission Cost Recovery Rider 

Pursuant to Conwzission authority/ as set forth in Section 4928.05(A)(2}, Revised 
Code, and the rules in Chapter 4901:1-36, O.A.C., electric utilities m y  seek recovery of 
transmission and transmission-related costs. Through this modified ESP, AEP-Ohio 
proposes only that the traixmission cost recovery rider (TCRR) rne&anisms of the CSP 
and OP rate zones be combined. The Company proposes no other changes to the TCRR 
mechanism as a part of this ESP. (AEP-Ohio Ex. 111 at 6-7; AEP-Ohio Ex. 107 at 8.) 

The Commission notes that the current TCRR procass has been in place since 2009, 
and operates appropriately. As structured, with the TCRR mechanism any over- or under- 
recovery is accounted for in the next s e m i - a n n d  review of the TCRR mechanism. For this 
reason, we do not expect any adverse rate impact for customers with the combining of the 
CSP.and OP TCRR rate mechanisms, Given the merger of CSP into OP, effective as of 

ESP 1 Order at 37-38; FSP 1 Enfry on Rehearing ai 38-24 (July 23,2009)- 
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December 31, 2011, the Commission finds AEP-Ohio’s request to combine the TCRR 
mechanism to be reasonable. The Commission directs that any over-recovery of 

be reconciled in the over and under-recovery component of the Company‘s next TCRR 
rider update, 

transmission or transmission-related costs, as a result of combining the TCRR rn&mnis m, 

16. Enhanced Service Reliabfitv Rider 

As part of AEP-Ohids ESP 2 case, AEP-Ohio proposed an e h c e d  service 
reliabdity rider (ESRR) program which included four components, of which only &e 
transition to a c y d e - k d  vegetation management program was appruved by the 
Co-sion. In fhis modified ESP, AEP-Ohir, requests continuation of fie E R R  and the 
Company’s transition to a four-year, cycle-based trimnun g program. Further, the 
Company proposes the unification of the ERR rates for each rate zone into a single rate, 
adjusted for anticipated cost increases over the term of the ESP, with carrying cost on 
capital assets and annual reconciliation. AEP-Ohio admits that before the initiation of the 
transitional vegetation management program, the number of tree-related circuit outages 
had gradually increased. However, the Company states that with the initiation of the new 
vegetation management program, the number of tree-caused outages has been reduced 
and service reliability has improved. AEiP-Ohio proposes to complete the transition from a 
performance-based program to a fow-year, cycle-based trimming program. for all of the 
Campany’s distribution circuits as approved by the Commission in the prior ESP. 
Hewever, &e Company notes that the vegetation management plan was implemented as a 
fiveyear transition pmgram and, as a result of the delay in adopting a second ESP and. 
increases in the expected casts to complete implementation of the cycle-based trimming 
program, it is now necessary to extend the implementation period to include an additional 
year into 2014. AEPahio requests incremental funding for 2024 for bo& the completion 
of the transition to a cycle-based vegetation management program. of $16 million and an 
incremental increase of $18 million annually to maintain the cycle-based program. (AEP 
Ohio Ex. 107 at 8; AEP-Ohio Ex, 210 at 5-9.) 

Staff supports the continuance of the ESRR through 2014 but not any cost incurred 
thereafter. Staff reasons that after 2014, the Company’s transition to a four-year, cycle- 
based vegetation management. program will be complete and regular maintenakrce 
pursuant io the program will be part of the Compmy‘s normal operatiomt the cost of 
which should be recovered through base rates not through the ESRR. Further, Staff argues 
that the B R R  funding level for the period 2012 through 2014 is overstated due to the 
increased ESW baseline reflected in the Company’s recent distribution rate case.= 
According to Staff, to reach the rate base in the Stipulation in the distribution rate case, 
Staff agreed to an increase in the revenue requirement for CSP and OP which incorporated 
an annual increase in vegetation management operation and rnaintenance expense of $17.8 

28 In re AEP-Ohio, Opinion and Order, Case No. X1-351-ELAI& et al. @ember  14,2M1). 



million annually for 2012 through 2014 over its recommendation in the Staff Report. For 
that reason, Staff asserts that vegetation management operation and maintenance expense 
must be reduced by $27.8 million annually for the period 2012 through 2M4. Further, Staff 
recommends that the Commission direct AEP-Ohio to file, pursuant to Rule 4901:1-10- 
27(E)(2) and (31, O.A.C., by no later than December 31, 2013, a revised vegetation 
management program which commits the Cclmpany to complete end-toend trimming on 
all of its distribution circuits every four years beginning January 1, 2014 and beyond. 
(Staff Ex. 1% at 11-14; Tr. at 4363-4365.) 

AEP-Ohicl retorts that Staff ignores the fact that the Stipulation, and the 
Commission Order approving the Stipulation, in the Company’s distribution rate case do 
not detail any increase in the ESRR baseline. AEP-Ohio requests that the Co-sion 
reject S W s  view of the rate case sdtlement as unsupported and improper, after the 
issuance of a M ,  nonappealable order in the case. As to S W s  proposed termination of 
funding after 2014, the Company offers that such would undermine the benefits of the 
cycle-based trimming. (AW-Ohio Reply Br. at 76-77.) 

The Commission concludes that while the Stipulation in the distribution rate case 
reflects an increase in the baseline operations and maintenance expense from the level 
recommended in the Staff Report, there is no evidence in the Stipulation or the 
Commission’s Order adopting the Stipulation which specifically supports a $17.8 million 
increase in operations and maintenance expense for the vegetation management program. 
Accordingly, the Commission approves the continuation of the vegetation management 
program, via the ESRR, and merger of the rates, as requested by the Company for the term 
of the modified El?, through May 32, 2025. WikIin 90 days after the conclusion of the 
ESRR, the Company shall d e  the necessary filing for the final year review and 
reconciliation of the rider. We direct AEP-Ohio to file a revised vegetation managmmt 
program consistent with this Order and Rule 4901:1-10-27(E)(2) and (31, O.A.C., by no later 
than December 31,2012. We see no need to wait until December 2013 for the filing, as 
requested by Staff, in light of our ruling in this Order. 

17. berm Efficiencv and Peak Demand Reduction Rider 

T’h.rou& this modified ESP, the Company proposes the continuation of the 
EE/PDR Rider, with the unification of the rates into a single rate. The EE/PDR rider 
would continue to be, as it has been sinre its adoption in the ESP 3. cases,= updated 
annually. AEP-Ohio notes the proposed regulatory accownthg for the EE/M?R rider, is 
over-under accounting with no canying chiage on the investment and no carrying charge 
on the over/uncier balance. The Company states that it has developed energy efficiency 
and demand response programs for all customer segments and through the 
implementation of the programs customers have the potential to save approximately $630 

29 ESP 1 Order at 42-48; FSP 1 EOR ai 27-31. 
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million in reduced electric service cost over the life of the programs. Further, the EE/PDR 
progams cause power plant emissions to be reduced. AEPQhio testified that its energy 
efficiency and peak demand response programs for 2009 through 2011 have been very 
successful in meeting the benchmarks. Staff endorses the Company‘s request to continue 
the EE/PDR rider. (AEPQhio Ex. 107 at 8; AEPQhio Ex. 118 at 11-12; Staff Br. at 31.) 

Th.e Commission approves the merger of the EE/PDR rider rates for the CSP and 
OP rate zones and, for the term of ihis modified ESP, the continuation of the EE/PDR rider 
as adopted in the ESP 1 Order and subsequently confjrrned in each of the CQ~PZUI~’S 
succeeding EE/PDR cases. In addition, as we established in our analysis of the EV-D 
credit, because the IRP-D credit promotes energy efficiency, it is appropriate for AEP-0h.h 
to recover any costs associated with the IW-D under the EEfPDR rider, as opposed to the 
RSK. Furi$er, the Commission directs AEP-Ohio to take the appropriate steps necessary to 
bid the energy efficiency savings funded by the EE/PDR rider into the next PJh4 base 
residual auction and all subsequent auctions held during the term of the FSP. 

18. Economic Development Rider 

AEP-Ohio‘s modified ESP application request approval to continue, with one 
modification, the noit-bypassable Economic Development Rider (EDR}. The EDR 
mec-m recovers the costs, Incentives, and forgone revenues associated with new or 
expanding Commission-approved special arrangements for economic development and 
job retention. As crurrently designed, the EDR rate is a component oi each customer’s base 
distribution rates. The Company wishes to merge the EDR rates for each of the rate zones 
into a single EDR rate with the EDR rate to continue in all other respects as approved by 
the Cornmission in the ESP 2 Order and the Company’s subsequent EDR cases. As 
currently approved by the Commission, the EDR is updated periodicalIy and the 
regulatory accounting for the ED& being over-under accounting with no carrying charge 
on the investment and a kmg-tem interest carrying charge on any urnwavered balance. 
AEP-Ohio states that the EDR supports Ohio’s effectiveness in the global economy as 
required in Section 4928.02(N), Revised Code: A.EP-C)hio asserts that the proposed EDR is 
reasonable and should be adopted as part of the modified FSP. (AEP-Uhio Ex. 112 at 3,7 
and Ex, DMR-5; AEP-Ohio Ex. 107 at 8; AEPQhio Ex. 118 at 7,13.) 

Staff supports the Company’s EDR proposal (Staff Br. at 31). However, OCC and 
APJN argue the Company allocates the EDR rider based only on distribution revenues as 
opposed to current total revenues (distribution, transmission and generation) between the 
customer classes in compliance with Rule 4901:1-38-08(A), O.A.C.30 OCC and APJN note 

30 Rule 4901:138-08(A)(4}, O.A.C., states: 

The mount  of the revenue recovery rider s h d  be spread to all custofners in proportion 
to the current revenue distribution between and among classes, subject to change, 
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that the Commission approved Dayton Power & Light Company's EDR application with a 
similar allocation to the one they are proposing AEP-Ohio be required to adopt.31 

The Company argues that because transmission and generation revenues are 
recovered only from its nonshopping customers, that o c c ' s  and APJN's proposal would 
actually result in residential customers being responsible far a greater share of the delta 
revenues than under the current allocation method based only on distribution revenues 
paid by shopping and non-shopping customers. Further, AEP-Ohio notes that the 
Commission rejected this same proposal by OCC in the ESP 1 cases and requests that the 
Commission again reject the proposed change in the allocation methodology. (AEP-ohio 
Reply Br. at 78.) 

The Commission rejects OCC's and APJNs request to revise the basis fox the EDR 
allocation, given the fact fhat the EDR is a non-bypassable rider recovered from shopping 
and non-shopping customers alike. We recognize that the EDR acts to attract new 
business and to facilitate the expansion of existing businesses in Ohio. In order tur allow 
AEP-Ohio to effectively promote economic development to customers in its service 
territories, and continue its positive corporate presence in. .communities throughout Ohio, 
as evidenced by mdtipk witnesses at the public hearings, we find it rewnabIe far AEP to 
maintain its corporate headquarters in Cohmbus, Ohio, at a minimurn, for the entire term 
of this ESP and the subsequent coflection period associated with the deferral costs 
included in the IISR. Further, the Commission finds that, the EDR, as a non-bypassable 
rider, is recovered from all  AEP-Ohio shopping and non-shopping customers. Therefore, 
we approve the Companfs request to merge the EDR rates for the CSP and OP rate zones 
into a single rate and tu, otherwise continue the EDR mechanism as previously approved 
by the Comwission in the Company's ESP 1 Order, as revised or clarified in its subsequent 
EDR proceedings. 

Additionally, i~ light of the extenuating economic cirm.m~tantes, the Co,mmission 
hereby orders the Company to reinstate the Ohio Growth Fund, to be funded by 
shareholders at $2 rniUion per year, or portion thereof, during the term of this ESP. The 
Ohio Growth Fund creates private sector economic development resources to support and 
work in conjllnction with other resources to attract new investment and improve job 
growth in Ohio. 

- - ~~~ 

alfmation, or modification by the commission The eIectric utility shall file the projected 
impact of the proposed rider on all customers, by customer class. 

31 sec? In re Dayton Power & Light Company, base No. 12-815EL-RDR, Order (April 25,2012). 
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19. Storm Damage Recovery Mechanism 

AEP-Ohio proposes a storm damage recovery mechanism be created to recover any 
hcrementd expenses incurred due to major s tom events (AEP-Ohio Ex. 110 at 20). MP- 
Ohia provides that the mechanism would be created in the mount  of $5 d o n  per year 
in accordance with the settlement in Case Nos. 11-351-ELAIR and 11352-ELAIR. In 
support of the storm damage recavery mechanism, AEP-Ohio witness Kirkpatrick notes 
that absent the mechanism, forecasted operation and maintenance (O&M) funds would be 
constantly diverted to cover the expense of major storms, which could disrupt planned 
mttintenance activities and impact system reliability. The determination of what a major 
storm is or is not would be determined by methodology outlined in the IEEE Guide for 
Electric Power Distribution Reliability Indices, as set forth in RuIe 4901:1-10-10(8), O.A.C. 
(Id) Any capital costs that would be incurred due to a major storm would either become a 
component of the DIR or would be addressed in a distribution rate case (Id. at 21). Upon 
approval of the storm damage recovery mechanism+ AEP-Ohio will defer the incremental 
distribution expenses above or below the $5 million storm expense beginning with the 
effective date uf January 1,2012 (AEP-Ohio EX. 107 at 10). 

OCC notes that while AEP-OMids actud storm costs expenses are curentTy 
unknown, it is likely that AEP-Ohio will incur more than $5 million based on historic data, 
which indicates the average annual expenses mount to approximately $8.97 million per 
year (OCC ]Ex. 114 at 20-21). In addition, OCC explains that AEPahia failed to specify the 
carry charge rate for any storm damage defends, but suggests the canying charges not be 
cafculakd using AEP-Ohio’s WACC, as the mechanism does not include capital costs 
(OCC Br. at 97-98). OCC suggests that AEP-Ohio utilize its cast of long-term debt to 
dculate carrying charges (Id.). 

In establidting its storm damage recavery mechanism, AEP-Ohio failed to specify 
how recovery of the deferred asset would actually work or would occzir. As proposed, it 
is unknown when AEP-Ohio would seek recovery, or whether anything uver or under $5 
million would become a deferred asset or liability. As it currently stands, the storm 
damage recovery mechanism is open-ended and should be mdfied. 

Therefore, we find that MP-Ohio may begin deferral of any incremental 
distribution expenses above or below $5 million,. per year) subject to the following 
rndifkations. Further, throughout the term of the modified ESP, AEP-Ohio shall 
maintain a detailed accounting of all storm expenses within its storm deferral account, 
including detailed records of aU incidental costs and capital costs. AEP-Ohio shall provide 
this information annually for Staff to audit tw determine if additional proceedings are 
necessary to establish recovery levels or refunds a8 necessary. 

In the event AEP-Ohio incurs costs due to one or more u n e w e d ,  large scale 
s t o m ,  AEP-Ohio shall open a new docket and file a sepamte application by December 31 
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each year throughnut the tam of the modified ESP, if necessary. In tlie event an 
application for additional stom darnage recovery is filed, AEP-Ofio s M 1  bear the burden 
of proof af demonstrating all the costs were prudently inmnutd and reasonable. Staff and 
any interested parties may file comrnents on the application within 60 days after AEP- 
Ohio dockets an application. If any objections are not resolved by AEP-Ohio, an 
evidentiary hearing will be scheduled, and parties wilI have the opportunity to conduct 
discovery and present testimony before the Commission. Thuts, o c c ' s  concern on the 
calculation of appropriate carrying charges is premature. 

20. Other Issues 

(a) Curtailable Service Riders 

In ESP 1, based on the lack of certain idormation in the record, the Commission 
determined that customers under reasonable arrangements with AEP-Ohio, including, but 
not limited to, energy efficiency/peak demand reduction arrangements, economic 
deveIopment arrangements, unique arrangements, and other specid tariff schedules that 
offer sewice discounts from the applicable tarifi rates, are prohibited from also 
participating in a PJM demand response program (DRP), unless and until the Corrunission 
decides otherwise (First ESP EOR at 41). While the Commission opined on the ability of 
customers in reasonable arrangements with AEP-Ohio to participate in PJM DRPs, the 
Commission did not, in the context of the FSP 1, address the ability of AEP-Ohio's retail 
customers to participate in PJh4 DRPs. 

On March 19, 2010, in Case Nos. IO-343-EL-ATA and 10-344-ELATA, AEP-Ohia 
fiIed an application to amend its emergency curtadmmt service riders to permit customers 
to be eligible to participate in AEP-Ohids DWs, integrate their customer-sited resources 
and assign the resources to AEP-Ohio to meet with the Company's peak demand 
reduction mamdates or conditional retail participation in PJh4 DRPs. 

~ 

As a part of this modified ESP, AW-Ohio recognizes customer participation in the 
PJM directly or through third-party aggregators and proposes to eliminate two tariff 
services, Rider Emergency Curtailable Services and Rider Price Curtailable Service, as no 
customer currently receives service pursuant to either rider. EnerNOC endorses this 
aspect of AEP-Ohio's modified ESP application on the basis that its supports the 
provisions of Section 4928,02(D), Revised Code. (AEP-Ohio Ex, 100 at 9; AEP-Ohio Ex. 
121 at 9; EnerNOC Br. at 56.). 

We concur with the Company's request. Accordingly, the Company should 
eIiminate Rider Emergency Curtailable Services and Rider Price Curtailable Service from 
its tariff s e d =  offerings and Case Nos. 10-343-ELATA and XO-344-EL-ATA, closed of 
record and dismissed. 
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(b) Customer Rate ImDact Cap 

-70- 

Jn order to ensure no customers are unduly burdened by any unexpected rate 
impacts, as well as to mitigate any customer rate changes, we direct AEP-ohio to cap 
customer rate increases at I2 percent over their current ESP I rate plan bill schedules for 
the entire t e r n  of the modified ESP, pursuant to our authority as set forth in Section 
4928.144, Revised Code. The 22 percent limit shall be determined not by overall customer 
rate classes, but on an individual customer by customer basis. The customer rate impact 
cap applies to items approved within this modified ESP. Any rate changes t h t  arise as a 
result of past proceedings, including any distribution proceedings, or in subsequent 
proceedings are not factored into the 12 percent cap. Further, the 12 percent cap shall be 
normalized for equivalent usage to ensure that at m point m y  individual customer's bill 
impacts shall exceed 12 percent. On May 31, 2013, AEP-Ohio should file, in a separate 
docket, a detailed accounting of its deferral impact created by the 12 percent rate cap. 
Upon AEP-Ohio's filing of its deferral calculations, the attorney examhers shall establish a 
procedural schedule, to consider, among other things, the deferral costs created, and the 
Commjssion will maintain the discretion to adjust the 12 percent limit, as necessary, 
throughout the term of the ESP. 

(c) AEP-Ohio's Outstandinrr FERC Reauests 

The Commission takes notice that American Electric Power Service Corporation 
filed a renewed motion on AEPQhids behalf for expedited rulings on July 20, 2012, in 
FERC docket numbers ERll-2283-001 and EL11-32400. In the event FERC takes any 
action that may significantly alter the balance of this Commission's order, the Commission 
will make appropriate adjustments as necessary. Specifically, pursuant to Section 
4928.143(F), Revised Code, at the end of each annual period of this madified ESP, the 
Commission shall consider if any such adjustments, including any that m a y  arise as a 
result of a FERC order, lead to significantly excessive earnings for AEP-Ohio. In the event 
that the Commission finds that AEP-Ohio has significantly excessive earnings, AEP-Ohio 
shall return any amount in excess to consumers. 

111. IS THEi PROPOSED ESP MORE FAVOUBLE IN THE AGGREGA'E M, 
COMPARED TO THE RESULTS THAT WOULD OTHERWISE AppLy UNDER 
SECI'ION 4928.142, REXEED CODE. 

AEP-Ohio contends that the ESP, as proposed, including its pricing and atl other 
terms and conditions, is mare favorable in the aggregate as compared to the expected 
results that would otherwise apply under an MRO. To properly conduct the statutory test, 
AEP-Ohio states that the proposed FEZ' must be viewed in the aggregate, which includes 
the statutory price test, other quantifiable benefits, and the consideration of non- 
quantifiable benefits (AEP Ex. 114 at 3-4). h evaluating all of these criteria, AEP-Ohio 
witness Laura Thomas concludes that the proposed ESP, in the aggregate, is more 
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favorable that the results that would otherwise apply under an  MRO by approximately 
$952 d i o n  (f&P-Ohio Ex. 125 at Exhibit LJT-2, page 1). In addition, Ms. "'hornas states 
that there are numerous benefits that are not readily quantifiable (Id.>. 

In conducting the statutory price test, Ms. Thornas explains that she utilized Section 
4928.20(1), Revised Code's interpretation of market prices for guidance in determining the 
competitive benchmark price. In establishing the competitive benchmark price, AEP-Ohio 
used ten components, including the capacity component, which indudes the capaciiy cost 
that a supplier would incur to serve a retail customer within AEP-Ohio's service territory 
(AEP-ohio Ex. 114 at 15). AEP-Ohio concluded that the capacity cost to be utilized in the 
statutory price test should be $355.72/W-dayJ based on the notion Ithat AEP-Ohio will be 
operating under its FRR obligation and the full capacity cost rate for AEP-Ohio should be 
utilized in the competitive benchmark price. By using $355.72/MW-day, Ms. Thomas 
concludes that the statutory price test shows the EEP is more favorable than an MRO by 
$256 miUion (AEP-Ohio Ex. 114 at LJT-1 page 3). Ms. Thomas also conducted an 
alternative price test utilizing the two-tier capacity proposal numbers of $146 and $255 as 
the capacity costs, and conclndes that modified ESP would be more favorable than an 
MRO $80 million (Id. at LF-5 page 2). In light of the Commission's decision in Case No. 
10-2929, AEP-Ohio indicates the use of the $188.88 capacity price would result in the MRO 
being slightiy less favorable by $12.6 million, but when factoring in AEP-Ohio's energy- 
only slice-of-system auction the statutory price test comes out almost even, with the MRO 
being slightly more favorable by approximately 2.6 million (AEP-Ohio Reply Br. at 97-99, 
Attachment B). 

In addition, as A.EE'Qhio expIains that the statutory test requires the proposed ESP 
be reviewed in the aggregate in addition to the price test, other quantifiable benefits need 
to be considered. Specifically, AEP-Ohio points to capaaty price discount from AEP- 
Ohio's $355.72/MW&y to &e two-tier discounted capacity pricing for CRES provides, 
which results in a benefit of $988 million Ln addition, in her aggregate test, Ms. Thomas 
acknowledges that while the RSR is a benefit of the proposed modified ESP, the RSR will 
cost $284 million during the term of the modified ESP. Ms. Thomas explains that the GRR 
should not be considered in the aggregate analysis as the results would be the same under 
the proposed ESP OF an MRQ brit notes if the Commission determines otherwise the 
cansideration of GRR would reduce the quantiEiable benefits by approximately $3 million. 
By taking these additional quantifiable factors into consideration in addition to the results 
under the statutory test, AEP-Ohio asserts t h t  the total quantifiable benefits of the 
modified ESP are $952 million based on the statutory price test using $3!55.72/MW-day 
(AEP-Ohio Ex. 115 at: LJT-1). 

Regarding non-quantifiable benefits, AEP-Ohio states that the modified ESP will 
provide price certainty for SSO custamers while presenting increased customer shopping 
opportunities. AEP-Ohio provides that the modified ESP will emure financial stability of 
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AEP-Ohio and provides for a necessary transition towards the competition while 
acknowledging AEp-ohio's existing contractual and FRR obligations. AEP-Ohio also 
opines that the modified ESP advances state policies and is consistent with Section 4928.02, 
Revised Code. 

In addition to the statutory test conducted by AEP-Ohio witness Thomas, several 
other parties conducted the statutory test pursuant to Sectio~ 4923.143, Revised Code. 
OCC, FES, IEU, DER and Staff allege that the stabtory price test actually indicates that the 
modified ESP produces results that are less favorable than what would otherwix apply 
under an MRO by figures ranging from $50 miilion to $1.427 billion (See OCC Ex. 114, DER 
Ex. 102, IEU Ex. 125, FES Ex. 104, and Staff Ex. 110). Specifically, OCC witness €fixon 
points aut that AEP-Ohio's assumption of a $355.72/W-day capacity charge is 
inappropriate, but rather, the capacity charge approved by the Commission in Case No. 
10-2929-EL-UNC should be utilized. Further, OCC notes that any costs associated with the 
GRR should be included in the statutory test, as the GRR would not be available under an 
MRO (Id. at 1417). In addition; OCC points out that in considering any nonquantifiable 
benefits associated with the modified ESP, the aggregate test should consider additional 
costs to customs associated with items such as the DIR, E R R ,  and gridSMART rider, 
which, while not readily quantifiable, are currently known to be costs associated with the 
modified ESP (Id, at 18). 

FES and IEU raise similar concern in utilizing AEP-Ohio's $989 million as a 
quantifiable benefit. FFS states that the Commission previously found the consideration of 
discounted capacity pricing cannot be considered a benefit because it is too speculative 
(FES Ex. 104 at 14-16, IEU Ex. at 50-53). IEU, DER, and FES provide that AEP-Ohio 
overstated the competitive benchmark price by failing to use a market-based capacity 
price, and failed to properIy consider the costs assodated with the modified ]ESP inchding 
the FSR, GRR, and possibly the PRR PIES at 16-25, IEU at 49-72, DER Ex. 102 at 3-6). Mr, 
Schniker also concluded that the statutory test indicates that the modified ESP is worse for 
customers than the Stipulation ESP, and approval of the modified ESP would harm the 
development of a competitive retail market by limiting CRES providers' ability to provide 
alternative offers to customers (FES Ex. 104: at 38-41). 

IEU, DER, and OCC argue that 'IVTS. Thomas incorrectly assumed the MRO's 
blending requirement should have been accelerated, as it is unlikely the Commission 
would authorize an h4Ro with any blending other h n  the fault blending provisions of 70 
percent ESP pricing and 30 percent market pricing, as is consistent with Section 4928.142, 
Revised Code (DER Ex at 3-6, OCC Ex, 114 at 8-9). Further, IEU suggests the Commission 
consider the June 2015 to May 2026 deliver year as part of the statutory test analysis, as 
AEP-Ohio is seeking C o m s i o n  approval to conduct a CBP for the entire SSO load 
beginning in June 2015 under this modified application (IEU Ex. 125 at 79). 
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Staff witness Fortney conducted the statutory test by blending the market rate wit31 
the SO rates pmsuant to Section 4928.142(D}, Revised Code, but noted fhat the market 
rate is extremely uncertain due to volatility of forward contract prices. Mr. Fortney 
calculated the average rates under AEP-Ohio’s modified ESP and compared them to the 
results that would occur under a n  MRO on RPM price capacity, $144.41, and $255. Mr. 
Fortney concIuded that under all three scenarios the modified ESP is less favorable, but 
noted there are other nonquantifiable benefits, including AEP-Ohio‘s transition to 
competitive markets, which would be achieved mare quickly than through an MRO (Staff 
Ex. 110 at 34’). FEE revised Mi-. Fortney’s statutory price test using the $188.88 price of 
capacity and concluded an MRO would be less expensive by $277 million (FES Reply Br. at 
B-1) . 

The Commission finds that, while AEP-Ohio made multiple errors in conducting 
the statutory test, we believe that these errors are corrrzctible based on evidence conbined 
within the record. Under -on 4928.143(C){l), Revised Code, we must determine 
whether AEP-Ohio‘s has sustained its burden of proof of indicating whether the proposed 
dectric security plan, as we’ve modified it, including its pricing, other t e r n  and 
conditions including any deferrals and future recovery of deferrals, is more favorable in 
the aggregate as compared to results that would atherwise apply under Section 4928.142, 
Revjsed Code. Further, we must ensure our analysis looks at the entire modified ESP as a 
total package, as the Supreme Court of Ohio has held that Section 4928.143(C){l), Revised 
Code, does not bind the Commission to a strict price comparison, but rather, instructs the 
Commission to consider other terms and conditions, as there is only one statutory test that 
looks at an entire ESP in the aggregate (In re Cctturnbus S. Power Co., 128 Ohio St- 3d 402, 
407). 

Therefore, as AEP-lOhio presented its analysis of this statutory test, we first look at 
&e statutory pricing test, and then w i U  explore other provisions, terms, and condititions of 
the proposed BE’ that are both quantifiable and nonquantifiable. In considering AFP- 
Ohio’s statutory price test, consistent with Section 4928.143(C)(I}, Revised Code, we must 
look in part at the price AEP-Ohio’s proposed ESP, as we’ve modified it, with the price of 
the results that would otherwise apply under Section 4928.142, Revised Code. The way 
AEP-Ohio calculated its statutory price test precludes us from accurately determining the 
results that would otherwise. apply under a market rate offer, as it begins its analysis on 
June 1,2012 

To accurately determine what would otherwise apply under Section 4928.142(A)(l), 
Revised Code, for the purposes of comparing it with this modified ESP, we begin by 
Zooking at the statute for guidance. Section 4928.142(A)(l), Revised Code, mandates that 
any electric distribution utility that wishes to establish its standard service offer price 
through a market rate offer must ensure the competitive bidding process provides for an 
open, fair, and transparent competitive solicitation process, with a clear product definition, 
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standardized bid evaluation criteria, oversight of the process by an independent third 
party, and an evaluation of the submitted bids prior to selecting a winner. For the 
C o d s i o n  to appropriately predict the results that would otherwise occur under this 
section, we cannot, in good conscieme, compare prices during a time period that has 
elapsed prior to the issuance of this order. Nor can we, by statute/ compare this modified 
ESP price with what would otherwise appIy under Section 4928.142, Revised Code, 
beginning today, as it would be impossible for AEP-Clhio to immediately establish an 
alternate plan under Section 4928.142, Revised Code, that meets all the statutory criteria. 
Therefore, for the Commission to appropriateiy compare the price components of this 
modified ESP with the results that would otherwise apply under Section 4928.142, Revised 
Code, we must determine the amount of time it would take AEP-Ohio to implement its 
standard service offer price with what wauId otherwise apply under Section 4928.142, 
Revised Code. 

As FES witness Banks testified, a June 1,2013 start date wodd provide AEP-Ohio 
sufficient time to plan for auctions, develop bidding rules, and the auction struchre, all of 
which are requirements of Section 4928.142, Revised Code (FES Ex. 105 at 20). In light of 
this testimony, we believe that we should begin evaluating the statutory price test andysis 
approximately ten months from the present, in order to determine what would otherwise 
apply. Therefore, in considering this modified ESP with the results that would otherwise 
apply under the statutory price test, we will conduct the statutory price test for the period 
between June 1,2013, and May 31,2015. 

Further, in conducting the statutory price test, Ms. Thomas erred by utiliziig 
$355.72/MW-day for the capacity component of the competitive benchmark price. This 
number was unilaterally determined by AEP-Ohio and justified as AEP-Ohio’s cost of 
capacity, which is entirely inconsistent with the Commission’s determination of -I?- 
Ohio’s cost of capacity being $188.88. Although we believe AEP-Ohio’s use of the 
$355.72/MW-day capacity figure is flawed, we axe not persuaded by parties who argue 
the capacity component should be market based and reflect RPM prices. These parties fail 
to consider that AEP-Ohio, as an FRR entity, will be supplying capacity for its customers 
throughout the term of th is  ESP, whether the customer is ah SSO customer or the customer 
takes service through a C E  provider. Thus, even under the results that w d d  otherwise 
appIy consistent with Section 4928.142, Revised Code, due to AEP-Ohio’s remaining FXR 
obligations, it would st i l l  be suppIying capacity to all of its customers through 2015. We 
find it is inappropriate to consider market prices in establishing this capacity component, 
even though RPM prices are consistent with the state compensation mechanism, as AEP- 
Ohio is and will remain an FRR entity for the immediate future. In conducting the 
statutory price test, we shall use AEP-Ohio’s cost of capacity of $188.88, as supported by 
Case 20-2929, for the competitive benchmark. 

I 
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Next, we need to address the appropriate blending method under the statutory 
price test for the period of January 2, 2015 through June 1, 2015. In light of the clearly 
defined statutory blending percentages contained within Section 4928.142(D), Revised 
Code, as well as past Commission precedent in conducting the statutory price test, we do 
not find it appropriate to use a 100 percent blending rate for the fnd five m o n h  of the 
modified ESP, See Duke Energy Ohio, Case No. IO-2586-ELSSO (February 23, 2011). 
Accordingly, we need to adjust the percentages of the MRO pricing component that is 
indicated in AEP-Ohio’s reply brief to 90 percent of the generation service price and ten 
percent of the expected market price for the period between June 1,2013 to May 3Ifi 2014, 
consistent with Section 4928.142(D), Revised Code, and increase the MRO pricing 
component to 80 percent of the generation service price and 20 percent of the expected 
market price for the period of June 1, 2014, to May 31, 2015. By making these 
modifications to the campetitive benchmark price, as well as the $188.88 cost of capacity 
figure, we conclude that the statutory price test indicates the modified ESP is more 
favorable than the results that would otherwise occur under Section 4928.142, Revised 
Code, by approximately $9.8 million. 

Ow analysis does not end here, however, as we must now consider the proposed 
ESP‘s other provisions that are quan&ble. As we previously established in the 
December 14, 2011, Opinion and Order, we believe AEP-Ohio must address cosb 
associated with the GRR, as it is non-bypassable pursuant to Section 4928.143(B)@(c), 
Revised Code, and thus would not 0ccu.r under an MRO. Therefore, the costs of 
approximately $8 million must be considered in our quantitative analysis. We understand 
that the GRR is a placeholder rider, but we find that the costs associated with the GRR are 
known and should therefore be included in the quantitative benefits. Likewise, we must 
consider the costs associated with the RSR of approximately $388 million in our 
quantitative andysis.32 The inclusion of any deferral amount does not need to be included 
in OUT d y s i s ,  as it would still be recovered under a n  MI30 pursuant to the Commission’s 
decision in the Capacity Case. After including the stilhztury price test in. favor of the ESP 
by $9.8 million, and the quantifiable costs of $388 million under the IRSR and $8 million for 
the GRR, we find an MRO is more favorable by approximately $386 million. 

By statute, o w  analysis does not end herre, however, as we must consider the non- 
quantifiable aspects of the modified ESP, in order to view the proposed plan in the 
aggregate. We acknowledge that there may be costs associated with distribution related 

32 The RSR determination of $388 million is calculated by taking the $508 million RSR recovery amount and 
subtracting the $1 fqpre to be devoted towards the Capacity Case deferral, as recovery of this deferral 
will occur under either an ESP or an MRO. Using LJT-5 in AEPQhk Ex. 114, when we consider the total 
connected load of 48 miUion kwh and multiply it by $1 over the term of the modified ESP, we reach a 
figure of $144 million to be devoted towards the Capacity Case deferral. However, as the RSR recovq 
amount increases to $4/MWh in the final year of the modified ESP, we also must account for an increase 
in the RSR of $24 million, which is also calculated by connected load in LJT-5. Therefore, the actual 
ammt which should be included in the .test is  $3ss d o n .  
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riders and the gridS& and ESM that currently are nut readily quantifiable, w e  believe 
any of these costs are significantly outweighed by the non-quantifiable benefits this 
modified ESP leads to. Although these riders may end up having costs associated with 
them, they would support reliability improvements, which will benefit all AEP-ohio 
c~stoinas, as well as provide the opportunity for customers to utilize efficiency programs 
that can lead to lower usage, and thus lower costs. Further, these costs will be mitigated 
by the increase in auction percentages, including the slice-by-slice auction, as we modified 
to ten percent each year, which will offset some of these costs in the statutory test and 
moderate the impact of the modified ESP. Further, the acceleration to 60 pacent of A113p- 
Ohio’s energy only auction by June 1,2024, not only enables customers to take advantage 
of market based prices, but also creates a qualitative benefit which, while not yet 
quantifiable, may well exceed the costs associated with the GRR and RSR 

In addition, whiie the RSR and the inclusion of the deferral within the RSR are the 
most significant cost associated with &e r n o d ~ d  ESP, but far the RSR it wodd be 
impossible for AEP-Ohio to completely participate in fun energy and capacity based 
auctions beginning in June 1, 2015. Alihough the decision for AEp-ohio tu transition 
towards competitive market pricing is something this Commission strongly supports and 
the General Assembly anticipated in enacting Senate Bill 221, the fact remains that the 
decision to move towards competitive market pricing is voluntary under the statute and in 
the event this ESP is withdrawn or even replaced with an MRO, there is no doubt that 
AEP-Ohio would not be fully engaged in the competitive marketplace by June 1,2015. 

The most significant of the non-quantifiable benefits is the fact that In just under 
two and a half years, AP-Ohio will be delivering and pricing mergy at market prices, 
which i s  significantly earlier than what would otherwise occur under an. MRO option. E 
AEP-Qhio were to apply for an MRO it is not feasible to conchde that energy would be at 
mrket prices prior to June 1, 2015, even if the Comrnksion were to accelerate the 
pxentages set forth under Section 4928.142, Revised Code. M e e n  years ago our 
general assembly approved legislation to begin paving the way for electric utilities to 
transition towards market-based pricing, and provide consumers with the ability to choose 
their electric generation supplier. While the process has not been easy, we are confident 
that this plan will result in the outcome the general assembly intended under both Senate 
Bill 3 and Senate Bill 221, and this modified ESP is the only means in which this can be 
accomplished in less than two and a half years. Further, while the modified ESP will lead 
us towards true competition in the state of Ohio, it also ensures not only that customers 
wilI have a safe harbor in the event there is m y  uncertainty in the competitive markets by 
having a constant, certain, and stable option on the table, but also that ABP-Ohio 
maintains its financial stabiiity necessary to continue to provide adequate, safe, and 
reliable service to its customers. Accordingly, we believe these non-qumiifiable benefits 
signrficantly outweigh any of the costs. 
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Therefore, in weighing the statutory price test which favors the modified ESP by 
$9.8 million, as well as the quantifiable costs and benefits associated with the modified 
ESP, and the Don-quantifiable benefits, as we find the modified ESP, is more favorable in 
the aggregate than what would otherwise apply under an MRQ. 

IV, CONCLUSION 

Upon consideration of the modified ESP application filed by the Company and the 
provisions of Section 4928.143(C)(1), Revised Code, the Commission finds that the 
modified ESP, including its pricing and all o&er terms and conditions, including deferrals 
and future recovery of deferrals, as modified by this Order, is more favorable in the 
aggregate as compared to the expected results that would otherwise' apply under W o n  
4928.142, Revised Code, Therefore, the Commission finds that the proposed ESP should 
be approved, with the modifications set forth in this Order. As modified herein, the plan 
provides rate stability for customers, revenue certainty for f ie  Company, and facilitates a 
transition to market. To the extent that interveners have proposed modifications to AEP- 
Ohio's modified ESP that have not been addressed by this Opinion and Order, the 
Cornmission concludes that the requests for such modifications are denied. 

AEP-Ohio is directed to file, by August 16,2012, revised tariffs consistent with this 
Order, to be effective with bills rendered as of the first billing cycle in September 2012. 

V. FINDINGS OF FACT AND CONCLUSIONS OF LAW 

OP is a public utility as defined in Section 4905.02, Revised 
Code, and, as such, the Company is subject to the jurisdiction 
of this Commission. 

Effective December 31, 2011, CSP was merged with and into 
OP consistent with the Commission's December 14,2011 Order 
in the E P  2 cases. The merger was confirmed by entry issued 
March 7,2012 in Case No. 10-2376-ELUNC. 

On March 30, 2012, the Company fiIed modified applications 
for m SSO in accordance with Section 4928.241, Revised Code. 

On April 9, 2012, a technical conference was held regarding 
AEP-Ohio's modified ET applications. 

Notice was published and public hearings were held in Canton, 
Columbus, ChiUicothe, and Lima where a total of 66 witnesses 
offered testimony. 
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A prehearing conference on the modified ESP application was 
held on May 7,2012. 

The following parties filed for and were granted intervention in 
AEP-ohio's modified ESP 2 proceeding: IEU, Duke Retail, 
OEG, OHA,, OCC, OPM, Kroger, FES, Padding, APJN, 
OMAEG, AEP Retail, P3, Constellation, Compete, NRDC, 
Sierra Club, E A ,  Exelon, Grove City, AICUO, Wd-Mart, 
Dominion Retail, ELpy7, OEC, Ormet, Enernoc, IGS, Ohio 
Schools, Ohio Farm Bureau Federation, Ohio Restaurant 
Association; Duke, DECAM, Direct, The Ohio Automobde 
Dealers Association, Dayton Power and Light Company, NFIB, 
Ohio Construction Materids Coalition, COSE, Border Energy 
Electric Services, Inc., m E ;  (Summit Ethanol); city of Upper 
Arlington, Ohia; Ohio Business Council for a Clean Economy; 
city of HiUsboro, Ohio; and Cxrv Power Development, Inc. 

Motions for protective orders were fiied by AEP-Ohio on July 
1,2011, May 2,2012, by OMAEG, IEU, FES, and ExeIon on May 
4,2012, AEP-Ohio on May 11, 2012. The attwney examiners 
granted the motions for protective order in the evidentiary 
hearing on May 17,2012 

Additional motions for protective order were filed by Onnet an 
June 29,2012, and JuIy 9,2012, by IEU on June 29,2012, and by 
AEP-Ohio on July 5,2012 and Judy 15 2012. 

The evidentiary hearing on the modified ESP 2 was called on 
May 17,2022, and concluded on June 15,2022. 

Briefs and reply briefs were filed on June 29, 2012, and July 9, 
2022, respectively. 

Oral arguments before the Commission were held on July 13, 
2012. 

The proposed modified ESP, as modified pursuant to this 
opinion and order, including the pricing and all other terms 
and conditions, deferrals and Euture recovery of the deferrals, 
and quantitative and qualitative benefits, is more favorable in 
the aggregate as compared to t he  expected results that would 
otherwise appIy under Section 4928.142, Revised Code. 
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VI. ORDER: 

It is, therefore, 

-79- 

ORDERED, That IREW’s and Hilliard’s requests to withdraw from these 
proceedings are granted, It is, further, 

ORDERED, That the motions for protective order as discussed herein be granted for 
18 months from the date of this Order. It is, further, 

ORDERED, That the Company should eliminate Rider hergency Curtailable 
Sewices (ECS) and Rider Price Curtailable Service (PCS) from its tariff service offerings 
and Case Nos. 10-343-EGATA and 10-344-EL-ATA, closed of record and dismissed. It is, 
hrtker, 

ORDBRBD, “hat IEU’s request to review the procedural rulings is denied. It is, 
fur tl-rer, 

ORDERED, That XC/APJN’s motion to take administrative notice be denied. It 
is, further, 

ORDEXED, That OCC/APJN’s motion to strike AEP-cThio’s reply brief be granted 
in part and denied in part. It is, further, 

ORDERED, That the Company shall file proposed final tariffs consistent with this 
Order by August 16, 2012, subject to review and approval by the Commission. It is, 
m e r ,  
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ORDERED, That a copy of this opinion and order be sewed on all parties of record. 

THE PUBLIC LJ'JILITIES COMMISSION OF OHIO 

c en D. Lesser 
IAr- 

Andre T. Porter 

Entered in the 10 
Au6 os 2dY' 

Barcy F. McNeal 
Secretary 



BEFORE 

THE PUBLIC UTIL,ITES COMMISSION OF OHIO 

In the Matter of the Application of ) 
Columbus Southern Power Company and ) 
Ohio Power Company for Authority to } CaseNo. 11-346-EL-SSO 
Establish a Standard Service Offer Pursuant ) Case No. ll-34&EGSO 
to Section 4928.143, Revised Code, in t-he ) 
Form of an Electric Security Plan 1 
1x1 the Matter of the Application of } 
Columbus !Southern Power Company and ) Case No. 11-349-EL-AAM 
Ohio Power Company for Approval of ) CaseNo.11-350-EL-AAM 
Certain Accounting Authority. 

DISSENTING OPINION OF COMPI/IZISSIONER CHERM, I;. ROBERTO 

I decline to join my colleagues in finding that the quantitative advantage of 
$388 million dollars that an MRCl would enjoy over the proposed ]ESP is overcome by 
the nonquantifiable benefit of- moving to market two years and three months faster 
than what would have occurred under an MRO. For this reason, I do not find that the 
proposed modified ESP, as modified pursuant to the opinion and order, including the 
pricing and all other terns and conditions, deferrals and future recovery of the 
deferrals, and quantitative and qualitative benefits, is more favorable in the aggregate 
as compared to the expected results that would otherwise apply under Section 
4928.142, Revised Code. Because of this conclusion, it is unnecessary for me to discuss 
further any individual conclusion witbin the order or feature of the ESP, 

&eqd L. Roberto 

CLR/sc 

Entered in the Journal 

AID 08 2014 

Barcy F. McNeal 
Secretary 



BEFORE ' 

T€€E PUBLIC UTILITIES COh4MTSSION OF OHIO 

In the Matter of the Application of ) 
Columbus Southern Power Company and 
Ohio Power Company for Authority to ) CaseNo.ll-346-ELSSO 
Establish a Standard Service Offer Pursuant ) Case No, 11-3Q&ELSSO 
to Section 4928.143, Revised Code, in the 1 
Form of an Hectric Security Plan. 1 
In the Matter of the Application of ) 
Columbus Southern Power Company and } Case No. ll-349-EGAAM 
Ohio Power Company for Approval of ) Case No. 11-35a-EL-AAIM 
Certain Accounting Authority. 1 

CONCURRING OPINION OF COMMISSIONER LYNN SLABY 

I agree with the conclusions of the majority. However, I write separately to 
express my reservations on the use of a retail stability rider (RSR). It is my apinicln 
that generally the use of an RSR with decoupling components lacks certain benefits to 
consumers. In addition, a company that receives that RSR has little, if any, incentive to 
look for more operating efficiencies to reduce consumer costs. Consequently, these 
inefficiencies could lead to additional costs to consumers in the long run. Although 
these concerns led to my reservations in this present case, I am also fully aware that 
certain cases present specific circumstances that necessitate setting aside individual 
concerns for the greater good. 

In Case No. 10-2929-EL-UNC, the Commission agreed to defer the recovery of 
the difference between the market prim and the corrtpanies' cost of generation This 
created a need to establish a niechanism to recover those costs. Although I generally 
disagree with the use of &Rs for recovering deferred costs, in this case I side with the 
majority in order to meet our mission. Our mission is to ensure al l  residential and 
business comumers access to adequate, safe and reliable utility services at a fair price, 
while facilitating an environment that provides competi-tive choices. We as a Public 
Utilities Commission have to balance the rights of the consumer to ensure safe and 
reliable service at a fair cost while also making sure that companies receive sufficient 
revenues to provide that service in a safe and reliable xnannm. 
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This decision will heIp move the company to a fully competitive market at the 
end of the ]ESP term, which has been the w e d  goal of the state legislature since the 
adoption of Senate Bill 3 in 1999. Furthemore, by creating an RSR without 
decoupling components, we are stabilizing the rate structure over the next t hee  years. 
This provides customers a stabilized rate or the opportunity to shop for a better rate> 
depending on what the market presents during tlze term of the ESP. Overall, this 
decision is not ody important to the State statutory god of free and open competition 
in the market place, but also to the philosophy of this Commission. Therefore, in this 
isolated case, I find the use of an RSR to be an appropriate mechanism to allow the 
Company to begin to recuver its deferred costs. 

Ehtered in the Journal 
08 

Barcy F. McNeal 
secretary 
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Ohio Power is providing proposed accounting entries reflecting the proposed transfer of Ohio 

Power’s generation assets and related liabilities to AEP Generation Resources, as described in Part 111. 

The proposed accounting entries in this filing are based on account balances as of December 3 1, 

201 1. While these balances reasonably represent the expected assets, liabilities and total capitalization 

to be transferred, the actual account balances at the tiine of coi-porate separation will be different and the 

methods employed will be inore detailed and precise. The transfer of assets constituting an operating 

unit or system will be recorded through Account 102 consistent with the instructions of Electric Plant 

Instruction No. 5 of the Coinmission’s TJnifoiin System of Accounts. 

Ohio Power will submit proposed final accounting entries within six months of the 

consuinmation of the transaction reflecting all entries made on the books and records of Ohio Power 

pursuant to the Commission’s Uniform System of Accounts, along with appropriate narrative 

explanations describing the basis for the entries. 
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FERC DOCKET NO. EC13---000 
TRANSFER OF JURISDICTIONAL ASSETS 

A. TO BE RECORDED ON THE BOOKS OF OHIO POWER COMPANY: 

ENTRY 1: TO RECORD THE TRANSFER OF OHIO POWERS GENERATION ASSETS & RELATED LIABILITIES TO AEP 
GENERATION RESOURCES INC. (Based on 12/31/11 Balances) 

Account 

123.1 
144 
227 

228.2 
228.3 
228.4 
230 
232 
233 
234 
235 
236 
237 
24 1 
242 
243 
244 
245 
253 
255 
281 
282 
283 
102 
123 
124 

142 
143 
146 
151 
152 
154 

158.1, 158.2 
165 
171 
174 
175 
176 
183 
186 
190 

20 1-226 

132-134 

Line 
99 
21 
42 
26 

29 
30 
34 
38 
39 
40 
41 
42 
43 
47 
48 
49 
50 
52 
59 
57 
62 
63 
64 
NA 
20 
24 
36 
40 
41 
44 
45 
46 
48 
52 
57 
59 
62 
63 
65 
73 
78 
82 

- 

28 

I .  

Account Description 
Proprietary Capital & Long-term Debt 
Investment in Subsidiary Companies 
Accum Prov For Uncollectible Accounts - Credit 
Obligations Under Capital Leases - Noncurrent 
Accumulated Provision for Injuries and Damages 
Accumulated Provision for Pensions and Benefits 
Accumulated Miscellaneous Operating Provisions 
Asset Retirement Obligations 
Accounts Payable 
Notes Payable to Associated Companies 
Accounts Payable to Associated Companies 
Customer Deposits 
Taxes Accrued 
Interest Accrued 
Tax Collections Payable 
Miscellaneous Current and Accrued Liabilities 
Obligations Under Capital Leases-Current 
Derivative Instrument Liabilities 
Derivative Instrument Liabilities-Hedges 
Other Deferred Credits 
Accumulated Deferred Investment Tax Credits 
Accum. Deferred Income Taxes-Accel. Amort. 
Accum. Deferred Income Taxes-Other Property 
Accum. Deferred Income Taxes-Other 
Electric Plant Purchased or Sold 
Investments in Associated Companies 
Other Investments 
Special Deposits 
Customer Accounts Receivable 
Other Accounts Receivable 
Accounts Receivable from Assoc. Companies 
Fuel Stock 
Fuel Stock Expenses Undistributed 
Plant Materials and Operating Supplies 
Allowances 
Prepayments 
Interest and Dividends Receivable 
Miscellaneous Current and Accrued Assets 
Derivative Instrument Assets 
Derivative Instrument Assets - Hedges 
Prelim. Survey and Investigation Charges (Electric) 
Miscellaneous Deferred Debits 
Accumulated Deferred Income Tax 
Total 

(in thousands) 
Debit Credit 

4,742,832 
1,835 

55 
24,591 

503 

712 
236,046 
222,432 
396,953 
21 1,535 

1,570 
98,207 

1,574 
1,177 

59,498 
7,233 

51,421 
3,039 

33,273 
12,131 

353,460 

218,140 

I 28,488 

1,060,302 

6,101,334 
430 

104,373 
22,921 
78,850 

8,058 
459,409 
252,655 

10,231 
134,386 
49,820 
20,552 
4,586 
4,095 

107,322 
584 

1,971 
73,636 

431,794 
I 7,867,007 I I 7,867,007 1 
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FERC DOCKET NO. EC13---000 
TRANSFER OF JURISDICTIONAL ASSETS 

A. TO BE RECORDED ON THE BOOKS OF OHIO POWER COMPANY: 

ENTRY 2: TO CLEAR THE BALANCE IN ACCOUNT 102 TO THE APPROPRIATE ELECTRIC PLANT ACCOUNTS, IN ACCORDANCE 
WITH CFR 18 PART 101, ELECTRIC PLANT INSTRUCTIONS 5(B). 

(in thousands) 
Account Line Account Description Debit Credit 

102 NA Electric Plant Purchased or Sold 6,101,334 
108, 111, 115 5 Accum Prov for Depreciation & Depletion - Utility 3,822,300 

101-106, 114 2 Utility Plant 9,732,564 
107 3 Construction Work in Progress 179,293 
121 18 Nonutility Property 21,796 

122 19 Accum Prov for Depreciation & Amortization - Nanutility 10,019 

Total I 9,933,653 I I 9,933,653 I 
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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 

Ohio Power Company 1 
AEP Generation Resources Inc. ) Docket No. EC13- _____ -000 

Verification of 
Ohio Power Company 

County of Franklin ) 
1 

State of Ohio ) 

Pablo A.Vegas I being duly sworn, deposes and says: That he is a 
President & COO - of Ohio Power Company, an Applicant in the above-referenced 
proceeding, and has the authority to verify the foregoing Applicatian on behalf of Ohio 
Power Company, that he has read said Application, and that, to the best of his knowledge, 
information and belief, all of the statements con 

SUE3SCR.I >D AND ORN to before me 
onthid&dayof , 2012. 

MY commission expires: (u I 0 a/GS 



UNITED STATES OF AMERICA 
BEFORE "E 

FEDERAL ENERGY REGULATORY COMMISSION 

Appalachian Power Company 1 

kEP Generation Resources Tnc. 1 
Kentucky Power Company 1 Docket No. EC13----000 

Verification of 
AEP Generation Resources Inc. 

County of Franklin ) 
1 

State of Ohio ) 

Richard E. Munczinski %being duly sworn, deposes and says: That he 
is a Senior Vice President 
Generation Resources Tnc., an Applicant in the above-referenced proceeding, and has the 
authority to veri@ the foregoing Application on behalf of AEP Generation Resources 
Inc., that he has read said Application, and that, to the best of his knowledge, information 
and belief, all of the statements contained therein are true and correct. 

of AEP Service Corporation, on behalf of AEP 

SUBSCRIBED AND SWORN to before me 
on thisA@ day o h  J ,2012. 

otary Public 

My commission expires: - 



kwalton 



Steven J. Ross 
2024296279 
sross@steptoe.com 

1330 Connecticut Avenue, NW 
Washington, DC 20036-1795 
202 429 3000 main 
www steptoe corn 

October 3 1,2012 

The Honorable Kimberly D. Bose 
Secretaiy 
Federal Energy Regulatory Coinmission 
888 First Street, N.E. 
Washington, D.C. 20426 

Re: Appalachian Power Company 
Docket No. ER13- -000 

Indiana Michigan Power Company 
Docket No. ER13- -000 

Kentucky Power Company 
Docket No. ER13- -000 

Ohio Power Company 
Docket No. ER13- -000 

AEP Generation Resources Inc. 
Docket No. ER13- -000 

Dear Secretaiy Bose: 

On behalf of Appalachian Power Company (“APCo”), Indiana Michigan Power 
Company (“I&M”), Kentucky Power Company (“KPCO”), and Ohio Power Company (“Ohio 
Power”), American Electric Power Service Corporation (“AEPSC”) hereby submits for filing, 
pursuant to Section 205 of the Federal Power Act (“FPA”), the Tariff Records associated with 
(i) the “Power Coordination Agreement among Appalachian Power Company, Indiana Michigan 
Power Company, Kentucky Power Company, and American Electric Power Service 
Corporation” (“Power Coordination Agreement”) and (ii) the “Bridge Agreement among 
Appalachian Power Company, Indiana Michigan Power Company, Kentucky Power Company, 
Ohio Power Company, AEP Generation Resources Inc. (“AEP Generation Resources”) and 
American Electric Power Service Corporation” (“Bridge Agreement”). In conjunction with these 
new rate schedules, AEPSC also provides notice of APCo’s, I&M’s, KPCo’s, and Ohio Power’s 
termination of (i) the Interconnection Agreement (“Pool Agreement”) and (ii) the AEP System 
Interim Allowance Agreement (“IAA”). AEPSC respectfullv requests that the Commission 
establish November 30,2012, as the comment date for this filinrr. This extended comment 
period would allow interested parties extra time (an additional nine days bevond what is 
set forth in 18 C.F.R. 6 35.8) to comment on the filing;. 

mailto:sross@steptoe.com
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This filing includes the following documents in addition to the relevant Tariff Records: 

1. Attachment A - Clean Tariff Attachments for the Power Coordination Agreement 
(APCo Rate Schedule No. 300; I&M Rate Schedule No. 300; and KPCo Rate 
Schedule No. 300); 

Attachment B - Clean Tariff Attachments for the Bridge Agreement (APCo Rate 
Schedule No. 301; I&M Rate Schedule No. 301; KPCo Rate Schedule No. 301; 
Ohio Power Rate Schedule No. 301; AEP Generation Resources Rate Schedule 
No. 301); and 

Attachment C - Certificates of ConcuiTence signed on behalf of I&M, KPCo, 
Ohio Power, and AEP Generation Resources. 

2. 

3. 

I. INTRODUCTION 

APCo, I&M, KPCo, Ohio Power; and AEPSC are wholly-owned subsidiaries of 
American Electric Power Company, Inc. (“AEP”). On Febi-uaiy 10, 20 12, AEPSC filed, on 
behalf of itself and APCo, I&M, KPCo, Ohio Power and AEP Generation Resources Inc. (“AEP 
Generation Resources”): (1) a Power Cost Sharing Agreement Among APCo, I&M, KPCo and 
AEPSC; (2) a Bridge Agreement Among APCo, I&M, KPCo, Ohio Power, AEP Generation 
Resources and AEPSC; (3) notices of teiinination of (a) the Interconnection Agreement among 
APCo, I&M, KPCo, Ohio Power and AEPSC and (b) the AEP System Interim Allowance 
Agreement among APCo, I&M, KPCo, Ohio Power and AEPSC; and (4) related concurrences. 
AEPSC explained that the filing was made in conjunction with other filings implementing Ohio 
Power’s proposed corporate separation plan that, at that time, had been approved by the Public 
Utilities Commission of Ohio (“Ohio Commission”). The Cormnission assigned to these filings 
Docket Nos. ER12-1042, ER12-1043, ER12-1044, ER12-1045, and ER12-1046. 

On Febi-uaiy 28,2012, AEPSC notified the Conmission that by order issued on Febi-uaiy 
23, 2012, the Ohio Commission withdrew its earlier approval of the proposed restructuring for 
Ohio Power and, therefore, these AEP companies were reconsidering how best to move foi-ward. 
For that reason, AEPSC stated that it was withdrawing each of the previous filings, including 
those made in the dockets referenced immediately above. AEPSC further indicated that the AEP 
companies intended to pursue the matters covered by the filings at a later date, arid would make 
the necessary filings at that time. This filing covers the agreements and matters that were the 
subject of the filings previously made in Docket Nos. ER12-1042, ER12-1043, ER12-1044, 
ER12- 1045, and ERl2- 1046. 

The same filing is being submitted in four Tariff IDS, so the relevant Tariff Records will 

On December 3 1,201 1, Columbus Southeim Power Company (“CSP”) was merged into 

vaiy with each of the four filings. Each of the filings includes Attachments A through C. 

and became pai-t of Ohio Power. 
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11. BACKGROUND 

Together with their affiliates Kingsport Power Company (“ :ingsport”) and Wheeling 
Power Company (“Wheeling”), APCo, I&M, KPCo, and Ohio Power make up tlie AEP East 
utilities. The AEP East utilities are members of and operate within the footprint of PJM 
Interconnection, L.L.C. (“PJM’). AEPSC is a service company that provides various services to 
tlie AEP East utilities and their affiliate utilities that operate within the footprints of the 
Southwest Power Pool (“SPP”) and the Electric Reliability Council of Texas (“ERCOT”). The 
AEP utilities in SPP and ERCOT are not part of and are not affected by this filing. 

The AEP East utilities have for decades operated as part of an integrated public utility 
holding company system under the now-repealed Public Utility Holding Company Act of 1935. 
As part of that ai-rangeinent, those companies that owned electric generating resources (APCo, 
CSP, I&M, KPCo, and Ohio Power) coordinated the planning and operations of their respective 
generating resources pursuant to their Interconnection Agreement (“Pool Agreement”).3 The 
pai-ties to the Pool Agreement are refei-red to herein as the “Pool Members,” which included CSP 
prior to January 1, 2012. Kingsport and Wheeling are not pai-ties to the Pool Agreement, as they 
do not own generation; they purchase their power requirements from APCo and Ohio Power, 
re~pectively.~ The Pool Members also are pai-ties to the IAA, pursuant to which they have 
coordinated arid integrated their compliance with certain environmental rules and regulations; 
Kingsport and Wieeling are also not pai-ties to tlie IAA. 

For the reasons discussed below, each Pool Member provided notice to tlie other Pool 
Members (and to AEPSC) that it will teiininate its participation under the Pool Agreement in 
accordance with the termination provision in the agreement. In addition, the Pool Members have 
agreed to teiininate the IAA. Three of the cui-rent Pool Members - APCo, I&M, and KPCo - 
together with AEPSC, have agreed to proceed under a new arrangement (the Power Coordination 
Agreement), and those members together with Ohio Power and AEP Generation Resources have 
agreed to enter into an interim arrangement to address post-Pool Agreement matters (the Bridge 
Agreement). 

Before discussing the new Power Coordination Agreement and the Bridge Agreement, set 
out below is an oveiview of the current Pool Agreement and the reasons that the Pool Members 
provided notice to terniinate that agreement. Also discussed below are tlie reasons that the Pool 
Members agreed to teiininate tlie IAA as well. 

The Pool Agreement, which has been amended several times, is on file with the 
Commission as APCo’s Rate Schedule No. 20, CSP’s Rate Schedule No. 30, I&M’s Rate 
Schedule No. 17, KPCo’s Rate Schedule No. 11, and Ohio Power’s Rate Schedule No. 23. 

FPA Section 203, Wheeling will merge into APCo, and APCo will sewe the foimer Wheeling 
retail load. Kingspoi-t’s retail load will continue to be served through a wholesale purchase 
agreement with APCo. 

In a related proposed transaction for which Coinmission approval is being sought under 4 
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A. The Pool AIrreeinent 

As the Coininission previously has recognized, under the Pool Agreement, generation is 
planned and operated on a single-system basis in order to meet the needs of the customers of all 
the members of the agreement. AEP Geizei-nting Company niid I<entiiclty Powei- Coinpnizy, 
38 FERC 161,243 at 61,812 (1987). Each Pool Member’s generating capacity obligation is 
deteiinined based on its Member Load Ratio (“MLR’). ML,Rs are calculated monthly on the 
basis of each member’s non-coincident peak (“NCP”) demand in relation to the sum of the NCP 
demands of Pool Members during the preceding twelve months. Over the years, the Pool 
Members jointly satisfied the Pool’s combined need for capacity and energy even though, if 
viewed individually, some Pool Members from time to time had surplus generating capacity and 
others were capacity deficit. 

TJnder the Pool Agreement, Pool Members make or receive capacity payments based 
upon the extent to which they are deficit or surplus and the generation costs of the sui-plus 
members. The total capacity sui-plus in any given month for sui-plus ineinbers always equals the 
total capacity deficiency for the deficit members, producing a zero sui-plusldeficit balance for the 
Pool Members. The Pool Agreement also has an energy component. Energy transactions occur 
between the Pool Members such that each member has sufficient energy to meet its share of the 
system’s total sales made in that month. A Pool Member that produces more energy than needed 
to meet its requirements sells the excess to members that need additional energy to meet their 
total energy requirement. The sale is made at the seller’s average variable production cost for 
the month. The Pool Agreeirient also provides for the allocation among the Pool Members of the 
revenues and/or costs associated with power sales to, and purchases from, third pai-ties. Each 
member receives its MLR share of the off-system sales margins associated with any such sales. 

The Pool Agreement designates AEPSC as the Pool Members’ agent. The agent is 
responsible for, aiiiong other things, the coordination of the members’ respective generating 
resources, the arrangement of capacity and/or energy transactions with third pai-ties, and the 
accounting for and preparation of the settlements for internal pool transactions among the Pool 
Members. 

B. Termination of the Pool AIrreeinent 

Section 13.2 of the Pool Agreement provides: 

Any Member upon at least three years’ prior written notice to the 
other Members and Agent may terminate this agreement at the 
expiration of said initial period [December 3 1, 197 11 or at the 
expiration of any successive period of one year. 

On December 17’20 10, in accordance with Section 13.2 of the Pool Agreement, each of the then 
five members of the pool provided notice to the other members (and to AEPSC) to terminate the 
Pool Agreement on Januaiy 1, 2014. Although the Pool Agreement has served the Pool 
Members and the other AEP East utilities and their customers well over the past six decades, 
cumulative changes in the structure of the electric industiy led the Pool Members to determine 
that it was necessary to consider alternatives to the current structure, including having no 
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agreement among any of the AEP East utilities that own generation. These changes include 
evolving environmental regulations, the introduction of open access to transmission facilities, the 
advent of regional transmission organizations, movement toward industiy deregulation, an 
increased emphasis on demand side management, and expanding co~npetition.~ Iri addition, Ohio 
Power is experiencing a substantial and growing number of retail customers switching to 
competitive retail service providers and is under a requirement to legally separate its generation 
and marketing business from its wires business in Ohio. 

These changes have raised questions as to the continuing viability of the Pool Agreement. 
In July 20 10, for example, the Virginia State Corporation Commission (“Virginia Commission”) 
issued an order in an APCo rate proceeding that directed APCo and AEP to submit a report 
regarding “the steps that can be taken to ameliorate the negative effects of high capacity charges 
on APCo and its customers.” APCo filed its report with the Virginia Commission, detailing, 
among other things, the histoiy of the Pool Agreement, the changes over the years to the malce- 
up of the members’ respective generating resource portfolios, arid trends in the capacity 
equalization rates and energy rates. As APCo’s report noted, 

While it is undeniable that the [Pool Agreement] has provided 
tremendous benefits to each of the operating companies and their 
customers through its near 60 year existence, it has become 
increasingly difficult for AEP planners to confront the realities of 
today’s electric utility industry with an allocation methodology 
from a far simpler era. This is evidenced by the fact that 
regulatoiy commissions, including the [Virginia Co~n~nission] and 
others have started to question. 
current power supply 

the Pool’s viability in the 

In addition to the coricei-ns raised by the Virginia Commission, over the past several years 
the Ohio Commission has issued a series of orders iinplernenting legislation providing for the 
restructuring of the electric industry in Ohio. In accordance with the legislative initiatives, Ohio 
Power continues to develop and implement plans in Ohio related to these initiatives, which 
include a plan for Ohio Power to separate its generation resources and related facilities from its 

For example, five of the seven states in which the AEP East utilities operate currently 
have alternativehenewable energy portfolio requirements or goals, and the resources that qualify 
and the applicable standards vary significantly over time; some renewable standards include the 
use of energy efficiency programs while others include specific energy efficiency requirements 
or goals. In addition, demand response programs are addressed differently in different states; 
some permit customers to enroll in PJM demand response programs (either directly or through a 
third party aggregator), while others require enrollment with the utility. Each of these programs 
requires an accommodation of state- and operating-company specific requirements that were not 
contemplated under the Pool Agreement. 

Commission Case No. PUE-2009-00030 (January 4, 201 1). 
“Report of Capacity Matters” submitted by Appalachian Power Company in Virginia 
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transmission and distribution facilities7 Once such coi-porate separation is implemented, Ohio 
Power will be a transmission and distribution company. The consuimnation of corporate 
separation will make it infeasible for Ohio Power to fui-ther pai-ticipate under tlie Pool Agreement 
because, like Kingsport and Wieeling, Ohio Power will not own or operate generating units that 
would be available to the other Pool Members. Moreover, in accordance with the Ohio 
restructuring plan approved by tlie Ohio Coinmission, Ohio Power will conduct energy auctions 
under which it will procure poi-tions of its energy requirements fi-om inid-20 13 through May 3 1 , 
201.5. Beginning January 1,201.5, Ohio Power will procure 100% of the energy associated with 
Ohio Power's non-switching customers via competitive energy auctions. 

For the foregoing reasons, the Pool Members agreed to terminate the existing Pool 
Agreement8 The reinaining Pool Members (Le", APCo, I&M, and KPCo) have agreed to move 
foiward with a new arrangement that is discussed in detail in Section I11 below. As noted above, 
the Pool Members' respective December 17,2010 notices of termination provided for 
termination of tlie Pool Agreement to be effective on Januaiy 1, 2014. 

The Pool Members have carefiilly coordinated termination of tlie Pool Agreement with 
other arrangements in order to lessen any adverse impact on the Pool Members and their 
customers. For example, the Power Coordination Agreement discussed below provides a vehicle 
for the remaining Pool Members to participate collectively under a coinmon capacity plan in 
PJM. That agreement also provides oppoi-tunities for collective creation and sharing of specified 
off-system sales margins. Similarly, the simultaneous timing of the teiinination of tlie IAA, 
discussed immediately below, allows for the benefits and burdens from teiminatirig that 
agreement to be somewhat counterbalanced by the benefits and burdens of teiininating the Pool 
Agreement. In addition, it is currently contemplated that APCo and KPCo will obtain baseload 
generation previously owned by Ohio Power that will be designed to address the fact that APCo 
and KPCo, which are capacity deficit, will no longer be able to access capacity from Pool 
Members that have sui-plus capacity.' Finally, the Bridge Agreement discussed below in Section 

The Ohio Coinmission approved the proposed corporate separation in two recently- 
issued orders. In the Matter of the Application of Coliinzbtis Southern Power Company and Ohio 
Power Company to Establish a Standai-d Service Ofer Piirsiiant to Section 4928.143, Revised 
Code, in the Form ofan Electric Security Plan, Case Nos. 11-346-EL-SSO and 11-348-EL-SSO 
(August 8, 2012), and In the Matter ofthe Application of Ohio Power Conzpaiiy for Appi-oval of 
an Anzeiidineizt to its Corporate Separation Plan, Case No. 12-1 126-EL-UNC (October 17, 
2012). The transfer of Ohio Power's assets is the subject of a contemporaneous filing made with 
this Coinmission pursuant to FPA Section 203. That transaction is expected to close on 
December 3 1, 2013, which coincides with the tei-rnination of the Pool Agreement and tlie 
proposed effective dates (Januaiy 1,2014) of tlie agreements subinitted with this filing. 

* The Pool Agreement has not been submitted through eTariff and thus may be cancelled 
by means of a Transmittal Letter. 

As described in the Corporate Separation Application filed with the Ohio CoInrnission, 
immediately after the Ohio Power generating assets are transferred to AEP Generation 
Resources, APCo will obtain the transferred interest in Unit No. 3 of the Amos generating plant 
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IV provides for a fair allocation of the cost of meeting pre-existing PJM Fixed Resource 
Requirement (ccFRR’7)10 obligations and settling existing marketing and trading positions that 
will survive teiinination of the Pool Agreement. 

The Commission has had occasion to review issues conceming the proposed withdrawal 
of one or more members from an integrated holding company’s pool arrangements in Erztergy 
Sei-vices, I77C., 129 FERC 7 61,143 (2009); or.dei*deizyiiig relz g, 134 FERC 
aff’d, Coii17cil of the City of New Orleans, L,ouisiai7a 17. FERC, No. 1 1 - 1043 (D.C. Circuit, 
August 14, 2012) (“Entergy”). In that case, the Coinmission i-uled that there are thee  specific 
questions concerning the proposed withdrawal: whether the members are permitted to leave the 
arrangement; whether they are required to compensate any remaining members; and whether 
they have any “continuing obligations” to the remaining members. 129 FERC 4[ 6 1 , 143 at P 58. 
As confinned by review of Section 13.2, the Pool Agreement pelinits each Pool Member to 
terminate its agreement (the equivalent of withdrawing from the agreement), and neither requires 
a terminating Pool Member to compensate the other Pool Members nor imposes upon a 
teiininating Pool Member any continuing obligation to the other Pool Members. Section 13.2 is 
straightfoi-ward: a teiininating Pool Member must simply provide the other Pool Members with 
three years’ prior written notice of its proposed termination. 

In Eiztergy, the Commission further i-uled that acceptance of the members’ proposal to 
withdraw from the agreement does not tui-n on the justness and reasonableness of the potential 
successor arrangements; that determination is made when such arrangements are submitted for 
Cornrnission review. 134 FERC T[ 61,075 at P 24. As noted, APCo, I&M, and KPCo have 
agreed to a new set of arrangements, Le., the Power Coordination Agreement. That agreement is 
discussed below, and any issues surrounding the justness and reasonableness of that agreement 
may be resolved in this docket. 

C. Termination of the IAA 

The IAA originally was submitted for filing on September 30, 1994, in Docket No. 
ER94-1670, and was accepted for filing by Letter Order issued in that docket on December 30, 

(APCo already owns the remaining interest in Amos Unit No. 3) and a 50% undivided interest in 
the Mitchell generating plant, and KPCo will obtain the remaining 50% undivided interest in the 
Mitchell plant. An application seeking approval of the transfers to APCo and KPCo is being 
filed with the Coinmission contemporaneously herewith in accordance with FPA Section 203 I 

in connection with PJM’s Reliability Pricing Model (“RPM’). In conjunction with the 
development of the RPM rules, PJM developed the FRR alternative, under which a load-sewing 
entity (designated as an “FRR Entity”) has the option to submit an “FRR Capacity Plan” and 
meet a fixed capacity resource requirement rather than participate through the RPM capacity 
auction. In addition to meeting its own load obligations, an FRR Entity is required to reflect in 
its FRR Capacity Plan any retail load that switches to an alternative retail load-serving entity that 
opts not to submit its own FRR Capacity Plan. The FRR provisions of the RAA place the 
obligation to maintain sufficient capacity on the load-sewing entity, which includes Ohio Power. 

l o  The FRR provisions were added to the PJM Reliability Assurance Agreement (‘‘RAA”) 
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1994, and made a supplement to each member’s Pool Agreement rate schedule designation, as 
shown below. On June 2 1, 1996, AEPSC, on behalf of tlie Pool Members, filed Modification 1 
to the IAA in Docket No. ER96-22 13, This modification was accepted for filing by Letter Order 
issued in that docket on August 30, 1996. The cuirent version of the IAA has been in effect 
since September 1, 1996, and has beeii given the following rate schedule designations: 

Appalachian Power Company 
Coluiribus Southern Power Company 
Indiana Michigan Power Company 
Kentucky Power Company 
Ohio Power Company 

Supplement No. 9 to Rate Schedule No. 20 
Supplement No. 3 to Rate Schedule No. 30 
Supplement No. 10 to Rate Schedule No. 17 
Supplement No. 6 to Rate Schedule No. 11 
Supplement No. 9 to Rate Schedule No. 23 

The IAA was developed and entered into in connection with the Pool Members’ efforts to 
comply with the 1990 amendments to the Clean Air Act, arid in particular Title IV thereto.I2 As 
implemented by tlie United States Environmental Protection Agency, the 1990 Ainendments 
provided for, among other things, a sulfur dioxide (SO2) emission allowances regime that 
eventually would affect nearly all of the Pool Members’ electric generating units, with one 
allowance being equal to the right to emit one ton of SO:!. Consistent with the coordinated 
system operations under the Pool Agreement, the IAA was intended to provide for coordinated 
and integrated compliance with the 1990 Amendments through an equitable methodology to 
allocate emission allowances to the Pool Members and to allocate either the cost of acquiring, or 
the proceeds associated with the sale of, allowances to or froin non-affiliated third parties. For 
administrative ease, each member would own its member load ratio share of allowances at the 
end of each year. The internal transfer price for the allowances was established as the System 
Cost of Compliance ($1 15.43/ton in 199.5, escalated annually at a fixed rate of 10.56%). For 
201 1, the System Cost of Compliance was $575.29; that figured escalated to $636.04 for 2012. 

Since the IAA was put into place in 1994 and subsequently modified in 1996, there have 
been significant changes in environmental rules and the markets associated with Title IV SO2 
emissions allowances that make the IAA obsolete. These developments include most notably: 
( 1) additional environmental compliance obligations added since 1994 whose stringency on 
power plant emissions has or will eclipse obligations under Title IV for SO:!, (2) the continuing 
uncertainty suirouriding the environmental Compliance regulations, (3) the extension of AEP’s 
environmental controls program, which has resulted in the addition of scrubbers to thirteen AEP 
East generating units, (4) elimination, in pai-t as a result of the foregoing two factors, of any 
shortage of the Pool Members for Title IV SO2 allowances, and ( 5 )  the emergence of a robust 
secondary market for Title IV SO:! allowances and their cull-ent and projected availability at low 
cost from that market. For all these reasons, the Pool Members agree that the IAA should 
terminate when the Pool Agreement teiininates effective on January 1,2014. 

” Because the IAA was designated as a Supplement to the rate schedule that was the Pool 
Agreement, terminating the Pool Agreement rate schedule would result in termination of the 
IAA, absent the IAA being removed from the relevant rate schedule. 

l 2  104 Stat. 2584,42 1J.S.C.A. 9 7561, etseq. (“1990 Amendments”). 
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111. THE POWER COOFWINATION AGREEMENT 

The Power Coordination Agreement is designed to provide APCo, I&M, and KPCo with 
tlie oppoi-tunity to (a) participate collectively under a coinmon FRR capacity plan in PJM, and 
(b) to participate in specified collective off-system sales and purchase activities. Ohio Power 
will not be a party to this agreement. The key difference between tlie Power Coordination 
Agreement and tlie current Pool Agreement is that under the new arrangement, generation will 
not be planned on a single-system basis; APCo, I&M, and KPCo individually will be required to 
own or contract for sufficient generation to meet their respective load and reserve obligations. l 3  

Likewise, the Power Coordination Agreement does not impose capacity equalization charges on 
deficit members. 

The Power Coordination Agreement generally provides for APCO, I&M, and KPCo 
(refei-red to in the agreement individually as an “Operating Company” or collectively as the 
“Operating Companies”) to coordinate their respective power supply resources. As with the 
current Pool Agreement, AEPSC will continue to act as the agent with responsibility for assisting 
each Operating Company in its evaluation of power supply resources to meet load requirements; 
assisting in the coordination and operation of each Operating Company’s power supply 
resources; conducting off-system purchases and sales on behalf of the Operating Companies; and 
coordinating the procurement of fuel, consurnables, emission allowances, and transportation 
seivices. See Article V. Governance under the Power Coordination Agreement will be 
accomplished through an Operating Committee consisting of representatives of each Operating 
Company and AEPSC as the agent. The Operating Committee’s primary duties will be to review 
procedures for cost and benefit allocations under the agreement and to coordinate efforts to 
implement measures necessary for the reliable and economic use of the Operating Companies’ 
respective power supply resources. See Article VI. 

The key provisions of the Power Coordination Agreement are set out in Article VI1 
(“Operating Company Planning and Operations”) and the related service schedules. Section 7.1 
provides that each of the Operating Companies will be individually responsible for planning to 
meet its capacity obligations. However, the Agent (AEPSC) will provide resource adequacy 
assessments (from the individual company and aggregate perspectives) and make 
recommendations to each Operating Company as to the need to add power supply resources. 
The Agent also will make recommendations as to the extent to which an Operating Company has 
temporary sui-plus power supply resources that could be made available to one or both of the 
other Operating Companies or to third parties. Service Schedule A (“Collective Participation in 
the Applicable Regional Transmission Organization Capacity Market”) sets out the teiins for 
collective participation under a common FRR ”self-supply“ plan to meet their capacity 
obligations in PJM. Article VI1 also provides for the Agent to coordinate the scheduling of 
planned generation outages (Section 7.2), and to coordinate the dispatch of the Operating 

As noted above, to reflect the fact that the Pool Agreement enabled deficit members 13 

(APCo and KPCo) to access the capacity and energy of those members with sui-plus generation 
(such as Ohio Power), APCo and KPCo plan to obtain baseload generating assets previously 
owned by Ohio Power to enable them to meet their respective load and reserve obligations. 
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Companies’ respective generating resources subject to the direction of the applicable regional 
transmission organization (“RTO”) (Section 7.3). 

Section 7.5 sets out the teiins for off-system transactions. Capacity transactions, 
discussed in Section 75.1, generally will be directly assigned to a specific Operating Company. 
Capacity purchases that are not directly allocated generally will be allocated to the Operating 
Company or Companies with the lowest expected capacity reseilre margin(s) over the duration of 
the transaction. Capacity sales transactions that are not allocated to a specific Operating 
Company generally will be allocated to the Operating Company or Companies with the highest 
expected capacity reseive margin(s) over the duration of the transaction. This allocation method 
also applies to sui-plus capacity sales that occur under an RTO auction process; the 
implementation details are specified in Seivice Schedule A. That schedule discusses the 
treatment of auction revenues (A3) and the settlement procedures (A4). 

Section 7.5.2 of the Power Coordination Agreement addresses directly assigned energy 
transactions with third pai-ties. Purchases and/or sales initiated at the direction of a specific 
Operating Company generally will be directly assigned to that company. Costs and revenues 
associated with an Operating Company’s off-system sales into and purchases from the RTO spot 
market will be directly assigned to that Operating Company. Section 7.5.3 applies to generation 
hedge transactions (for purposes of hedging generation output) and trading transactions (sales not 
associated with generation). The allocation of revenues and costs related to hedge transactions 
are specified in Service Schedule B (“Generation Hedge Transactions”) and the allocation of 
revenues and costs related to trading transactions are specified in Service Schedule C (“Trading 
Transactions”). 

Service Schedule B specifies the details conceiiiing the generation hedge transactions. 
Item B2 of the schedule specifies that monthly net costs and revenues associated with these 
transactions generally will be ratably allocated among the Operating Coinpanies in propoi-tion to 
their sui-plus MWis (generation output and dedicated energy purchases in excess of retail and 
requirements wholesale load) for the month. Service Schedule C deals with trading transactions. 
Item C2 provides that transactions settled for a given month will be ratably allocated among the 
Operating Companies in propoi-tion to each company’s common shareholder equity balance, as 
determined based on the prior calendar year’s books and effective beginning June of the 
subsequent year. 

IV. BRIDGE AGREEMENT 

In conjunction with and following the teimination of the Pool Agreement, APCo, I&M, 
KPCo, Ohio Power, AEP Generation Resources and AEPSC (as agent) will operate under the 
Bridge Agreement. As its name implies, the Bridge Agreement is intended to be an interim 
arrangement that will be in place only for a shoi-t time. As discussed in more detail below, the 
Bridge Agreement addresses (a) the treatment of those purchases and sales made by the agent on 
behalf of the Pool Members that extend beyond teimination of the Pool Agreement, and (b) how 
APCo, I&M, KPCo, and Ohio Power will fulfill their existing FRR obligations under the PJM 
Reliability Assurance Agreement (“RPA”) through the PJM planning year 2014/2015 (ending 
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May 3 1, 201 5 ) .  APCo, I&M, KPCo, and Ohio Power are refei-red to in the Bridge Agreement as 
“Operating Companies.” 

Article I1 of the Bridge Agreement provides that the teiin commences upon the 
termination of the Pool Agreement arid teiininates upon the later of the settlement of the 
contracts in the legacy marketing and trading poi-tfolio or the end of Ohio Power’s FRR 
obligations. Article I11 provides for AEPSC to serve as agent and to prepare summary repoi-ts of 
activities under the Bridge Agreement. Article IV provides for the creation of an Operating 
Committee composed of a representative of each of the parties, with AEPSC’s representative 
sewing as the chair of the Operating Coinmittee. Certain functions under the Bridge Agreement 
may be delegated to one or more subcommittees. 

The two key ai-ticles of the Bridge Agreement are Article V (“FRR Obligation”) and 
Article VI (“Legacy Contracts”). The upcoming teiinination of the Pool Agreement required the 
Pool Members to adopt new ai-rangernents to meet the AEP East FRR capacity obligations. 
Those ai-rangements are set out in Article V and, among other things, commit AEP Generation 
Resources to make its generation available to meet the Operating Companies’ FRR capacity 
obligations through the PJM Planning Year that ends on May 3 1,2015. After that, Ohio Power’s 
role as an FRR Entity will terminate, and Ohio Power will participate in the RPM auctions to 
meet its residual capacity requirements. Section 5.1 provides for the Agent to analyze the 
Operating Companies’ FRR obligations in light of prqj ected changes to their capacity resources 
or their capacity requirements, and to recommend a capacity resource plan to meet those 
obligations. The plan for the Operating Companies will be reviewed and must be unanimously 
approved by the Operating Companies. Section 5.2 provides for the Agent to collect infoiination 
during a PJM Planning Year and, based on that information, to alter the combination of capacity 
resources so as to meet the FRR capacity obligation in a way that minimizes compliance charges 
to the extent reasonably practicable. Section 5.3 provides that allocations of charges and credits 
associated with (i) capacity resource purchases and sales and (ii) FRR charges and credits will be 
based on an average of the Pool Members’ MLRs for each of the last twelve months preceding 
teiinination of the Pool Agreement (“Final MLR’). Finally, Section 5.4 provides that the 
fulfillment of the Operating Companies’ FRR capacity obligations, including the allocation of 
charges and credits, is govei-ned by the Bridge Agreement and not by the Power Coordination 
Agreement discussed above until the 201 5/2016 PJM planning year. 

Article VI addresses the treatment of the “Legacy Contracts Portfolio,” which includes 
“Legacy Trading Contracts” (power purchases and sales made pursuant to the Pool Agreement) 
and “Legacy Hedge Contracts” (physical and financial transactions that hedge the Pool 
Members’ generation resources) that are in effect at the time that the Pool Agreement is 
terminated. Section 6.1.1 of the Bridge Agreement provides for the Agent to settle the Legacy 
Trading Contracts and Legacy Hedge Contracts in accordance with their contractual terms. 
Gains and losses from settlement and liquidation of the Legacy Trading Contracts will be 
allocated among the parties based on the Final MLR. That section further provides that the 
Agent may, from time to time, enter into new transactions on behalf of the Operating Companies 
to reduce the tenor and risk of the portfolio (such new arrangements will then be treated as 
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Legacy Trading Contracts), but such new ai-rangements cannot extend beyond the final delivery 
month of the agreements in the poi-tfolio of Legacy Trading Contracts. 

Section 6.1.2 provides for the Agent to allocate gains and losses froin the settlement and 
liquidation of the Legacy Hedge Contracts to APCo, I&M, KPCo (collectively) and to AEP 
Generation Resources in a ratable inaruier based on the respective forecasted spot market energy 
sales of APCo, I&M, KPCo (collectively) arid AEP Generation Resources deteiinined as of the 
effective date of the Bridge Agreement. The forecasted spot market energy sales are derived 
froin the forecasted output of generation minus forecasted iritei-nal load. If the forecasted 
intei-nal load of either APCo, I&M, KPCo (collectively) or AEP Generation Resources exceeds 
the forecasted output of their respective owned or controlled generation for a given month, then 
APCo, I&M, KPCo or AEP Generation Resources, as applicable, will not receive any allocation 
of gains or losses for that month, unless both are in that position, in which case gains or losses 
will be allocated ratably ainong APCo, I&M, KPCo, arid AEP Generation Resources in 
propoi-tion to the forecasted output of their owned or contracted generation. 

The remaining articles address standard commercial matters, such as billing (Article VII), 
force majeure (Article VIII), general miscellaneous teiins (Article IX), and regulatory approvals 
(Ai-ticle X). 

V. EFFECTIVE DATES 

AEPSC proposes that the teiinination of the cuiyent Pool Agreement (and the IAA) will 
occur on and the effective date of the proposed new Power Coordination Agreement will be 
January 1, 2014. The Tariff Records for the Power Coordination Agreement are thus being 
submitted with a January 1,2014 proposed effective date. AEPSC proposes that the new Bridge 
Agreement also become effective upon the termination of the cui-rent Pool Agreement on 
January 1,2014. The Tariff Records are thus also being submitted with a January 1,2014 
proposed effective date. 

AEPSC subinits that this filing raises no inaterial issues of fact that require resolution 
though hearing procedures. AEPSC therefore respectfully requests that the Commission accept 
the filing without condition or modification and without initiating any fui-ther proceedings, and 
permit the Power Coordination Agreement arid the Bridge Agreement to become effective on 
January 1, 2014, in conjunction with the tei-rriination of the Pool Agreement and the IAA. 

VI. GENERAL FILING INFORMATION 

In compliance with the requirements of 18 C.F.R. 0 35.13, AEPSC states as follows: 

A. 

The documents provided with this filing include this Transmittal Letter and the materials 

General Information - 18 C.F.R. 5 35.13(h) 

listed above. The persons upon whom this filing has been served are set out below in Section 
VII. A description of and the reasons for the rate changes proposed are discussed in this 
Transmittal Letter. AEPSC fui-ther states that there are no costs included in the agreements that 
have been alleged or judged in any administrative or judicial proceeding to be illegal, 
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duplicative, or unnecessary costs that are demonstrably the product of discriininatoiy 
einployinerit practices. 

B. 

AEPSC requests waiver of those provisions in Section 35.13 that would require AEPSC 
to subinit cost-of-seivice arid revenue data. First, this filing qualifies for the abbreviated filing 
requirements under Section 35.13(a)(2)(iii) because the conipanies are not proposing a rate 
increase. In addition, the Power Coordination Agreement and the Bridge Agreement are entirely 
new ai-rangeinents and, therefore, no meaningful coinparison inay be made of revenues that were 
collected under prior ai-rangements. The Power Coordination Agreement provides for voluntaiy 
capacity and/or energy transactions at inarket prices, which, of course, fluctuate. The Bridge 
Agreement does not provide for any new transactions among the parties, but rather for the AEP 
East generating companies to continue to make their capacity available to meet the pre-existing 
FRR obligations. The Bridge Agreement also addresses marketing and trading positions under 
existing transactions, which will tui-n on prevailing market prices. 

Cost of Service Information - 18 C.F.R. 5 35.13(c) 

VII. COWSPONDENCE AND SERVICE 

AEPSC requests that any coi-respondence or coinmunications with respect to this filing be 
sent to the following: 

Chad Heitineyer 
Regulatory Case Manager 
American Electric Power 

Seivice Coi-poration 
1 Riverside Plaza 
Coluinbus, OH 43215 

caheitrneyer@aep.coin 
(614) 716-3303 

John C. Crespo 
Deputy General Counsel - Regulatoiy Seivices 
American Electric Power 

Seivice Corporation 
1 Riverside Plaza 
Columbus, OH 432 15 

.jccrespo@aep.coin 
(614) 716-3727 

Steven J. Ross 
Carol Gosain 
Steptoe & Johnson LL,P 
1330 Connecticut Avenue, N.W. 
Washington, DC 20036 

sross@steptoe.com 
cgosain@steptoe.coin 

(202) 429-6279 

A copy of this filing will be seived on the Indiana Utility Regulatoiy Coinmission, the 
Kentucky Public Seivice Coinmission, the Michigan Public Seivice Commission, the Public 
Utilities Commission of Ohio, the Tennessee Regulatory Authority, the Virginia State 
Corporation Commission, and the Public Service Cornmission of West Virginia. In addition, a 
copy of this filing will be posted on AEP's website at: 

http://www .aep.com/investors/cui-rentRegulatoryactivity/regulatory/ferc.aspx 

mailto:sross@steptoe.com
http://www
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VIII. CONCLUSION 

For the foregoing reasons, AEPSC respectfully requests that the Coinmission accept for 
filing, without condition or modification, the Power Coordination Agreement and the Bridge 
Agreement. If you have any questions concerning this filing, please do not hesitate to contact the 
undersigned. 

Respectfklly submitted, 

AMERICAN ELECTRIC POWER 
SERVICE CORPORATION 

John C. Crespo 
Deputy General Counsel - Regulatoiy Seivices 
American Electric Power 

Service Corporation 
1 Riverside Plaza 
Columbus, OH 432 15 

Steven J. Ross 
Carol Gosain 
Steptoe & Johnson L,L,P 
1330 Connecticut Avenue, N.W 
Washington, DC 20036 

Attorneys for 
American Electric Power Seivice Corporation 

Attachments 
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Power Coordination Agreement Among Appalachian Power Company, Indiana 
Michigan Power Company, Kentucky Power Company and American Electric Power 
Seivice Corporation as Agent 

1. Tariff Record, APCo - Rate Schedule No. 300 

2. Tariff Record, KPCo - Rate Schedule No. 300 
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EDULE No. 300 

POWER COORDINATION AGREEMENT 

among 

APPALACHIAN POWER COMPANY, 

INDIANA MICHIGAN POWER COMPANY, 

KENTUCKY POWER COMPANY 

and 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 

as Agent 

Tariff Submitter: Appalachian Power Company 
FERC Program Name: FERC FPA Electric Tariff 
Tariff Title: APCo Rate Schedules and Service Agreements Tariffs 
Tariff Proposed Effective Date: 01/01/2014 
Tariff Record Title: Power Coordination Agreement 
Option Code: A 
Record Content Description: Rate Schedule No. 300 
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POWER COORDINATION AG 

THIS AGREEMENT is made and entered into as of this - day of 7 

201 3, by and aiiiong Appalachian Power Company (“APCo”), Indiana Michigan Power 

Company (“I&M’), Kentucky Power Company (“KPCo”) and American Electric Power Service 

Corporation (‘IAEPSC”) as agent (“Agent”) to APCo, I&M and KPCo. 

RECITALS: 

WHEIUAS, APCo, I&M and KPCo (collectively the “Operating Companies’’ or 

individually “Operating Company”) own and operate electric generation, transmission and 

distribution facilities with which they are engaged in the business of generating, transmitting and 

selling electric power to the general public and to other electric utilities; 

WHEREAS, the Operating Companies’ electric facilities are now and have been for 

many years interconnected through their respective transmission facilities and transmission 

facilities of third parties at a number of points (hereby designated and hereinafter called 

“Interconnection Points”); 

WHEREAS, APCo, I&M and KPCo provide power to serve retail and wholesale 

customers in Indiana, Kentucky, Michigan, Tennessee, Virginia and West Virginia; 

WHEW,AS, APCo, I&M and KPCo believe that they can continue to achieve 

efficiencies and economic benefits through the coordinated operation of their respective power 

supply resources; 

WHEREAS, the Operating Companies recognize that APCo, I&M and KPCo will (a) 

participate in the organized power markets of a regional transmission organization and (b) 

receive allocations of off-system sales and purchases with other pai-ties on bases that fairly assign 

or allocate the costs and benefits of these transactions; 
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EIPEAS, the achievement of the foregoing will be facilitated by the performance of 

certain services by an Agent; 

WHEIUCAS, AEPSC is the service company affiliate of APCo, I&M and KPCo and as 

such performs a variety of services on their behalf in accordance with applicable rules and 

regulations of the Federal Energy Regulatory Commission (“Commission”); and 

WHEmAS,  AEPSC is willing to sewe as Agent to APCo, I&M and KPCo under this 

Agreement with respect to generation-related activities. 

NOW, THEREFORE, in consideration of the premises and the mutual covenants and 

agreements herein set forth, the Parties mutually agree as follows: 

ARTICLE I 
DEFINITIONS 

1.1 Agreement means this Power Coordination Agreement among APCo, I&M, 

KPCo and Agent, including all Service Schedules and attachments hereto. 

1.2 Dedicated Wholesale Customer means a wholesale customer wl-lose load is 

sewed by an Operating Company that has undertaken, by contract, an obligation to serve that 

customer’s partial or full requirements load and to acquire power supply resources and other 

resources necessaiy to meet those requirements. 

1.3 Generation Hedge Transactions means Off-System Transactions entered into 

for the purpose of hedging the output of the generation assets of one or more of the Operating 

Companies. 

1.4 Industry Standards means all applicable national and regional electric reliability 

council and regional transmission organization principles, guides, criteria, standards and 

practices. 
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1.5 Internal Load means all sales of power by an Operating Company to its Retail 

Customers and Dedicated Wholesale Customers, including losses. As distinguished from Off- 

System Sales, Internal Load is principally characterized by the Operating Company assuming the 

load obligation as its own power coimnitment. 

1.6 Off-System Sales means all wholesale power sales by an Operating Company 

other than sales to the Retail Customers and Dedicated Wholesale Customers that comprise the 

Operating Company’s Internal L,oad. 

1.7 Off-System Purchases means wholesale power purchases by an Operating 

Company or Operating Companies for any of the following reasons: (a) to reduce power supply 

costs, (b) to serve load requirements, (c) to provide reliability of supply, (d) to satisfy state 

specific requirements or goals or (e) to engage in Off-System Sales. 

1.8 Off-System Transactions means Off-System Sales, Off-System Purchases and 

any other types of power-related wholesale transactions, whether physical or financial, on behalf 

of an Operating Coinpany or Operating Companies, excluding sales to Internal Load customers. 

1.9 Operating Committee means the adininistrative body established pursuant to 

Article VI for the purposes specified within this Agreement. 

1.10 Party means each of APCo, I&M, KPCo and Agent, individually, and Parties 

means APCo, I&M, KPCo and Agent, collectively. 

1.11 Retail Customer means a retail power customer on whose behalf an Operating 

Company has undertaken an obligation to obtain power supply resources in order to supply 

electricity to reliably meet the electric needs of that customer. 
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1.12 Service Schedules means the Service Schedules attached to this Agreement and 

those that later may be agreed to by the Parties and accepted for filing by the Coinmission, as 

they may be amended from time to time. 

1.13 Spot Market means the day ahead, real time (balancing) or similar short-term 

energy market(s) operated by the applicable regional transmission organization(s), typically 

characterized by energy that is selected and delivered on an hourly, or more frequent, basis 

during that same day or the next calendar day. 

1.14 System Emergency means a condition which, if not promptly corrected, threatens 

to cause imminent h a m  to persons or property, including the equipment of a Pai-ty or a Third 

Party, or threatens the reliability of electric service provided by an Operating Company to Retail 

Customers or Dedicated Wholesale Customers. 

1.15 Third Party or Third Parties means any entity or entities that are not a Party or 

Parties. 

1.16 Trading Transactions means Off-System Transactions that are riot Generation 

Hedge Transactions or othei-wise sourced or hedged from, dedicated to, or associated with the 

generation assets or Internal Load of the Operating Companies. 

ARTICLE I1 
TERM OF AGREEMENT 

2.1 Term and Withdrawal. Subject to Commission approval or acceptance for 

filing, this Agreement shall take effect on January I ,  2014, or such other date permitted by the 

Commission, and shall continue in full force and effect until (a) tei-rninated by mutual agreement 

or (b) upon no less than twelve (12) months’ written notice by one Party to each of the other 

Parties, after which time the notifying Pai-ty will be withdrawn from the Agreement and the 
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Agreement will continue in full force and effect for the remaining Parties except for such 

modifications necessaiy to remove the withdrawn Party. 

ARTICLE 111 
OBJECTIVES 

3.1 Purpose. The purpose of this Agreement is to provide a contractual basis for 

coordinating the power supply resources of the Operating Companies to achieve economies and 

efficiencies consistent with tlie provision of reliable electric service and an equitable sharing of 

the benefits and costs of such coordinated ai-rangements. This Agreement is based on the 

premise that each Operating Company will maintain sufficient long-term power supply resources 

to meet its Internal Load requirements. 

ARTICLE IV 
SCOPE AND RELATIONSHIP TO OTHER AGREEMENTS 

AND SERVICES 

4.1 Scope. The transactions goveined by this Agreement are subject to, and may be 

limited from time to time by applicable state and federal laws, and tlie regulations, i-ules, and 

orders of applicable regulatory agencies regarding the purchase and sale of energy and/or 

capacity among affiliates. This Agreement is not intended to preclude the Parties from entering 

into other arrangements between or among themselves or with Third Parties. This Agreement is 

intended to operate in addition to, not in lieu of, power market transactions and settlements that 

occur between each Operating Company or the Operating Companies collectively and any 

applicable regional transmission organizations. 

4.2 Transmission. This Agreement is intended to apply to the coordination of the 

power supply resources of, and loads served by, the Operating Companies. It is not intended to 
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apply to the coordination of transmission facilities owned or operated by the Operating 

Companies. 

ARTICLE V 
AGENT 

5.1 

agrees to: 

( 4  

Agent’s Functions. Subject to the direction of the Operating Committee, Agent 

assist in evaluations concerning Operating Company power supply resource 

adequacy, including generation additions, retirements, acquisitions and 

dispositions; 

assist in the coordination of the operation and maintenance of the Operating 

Companies’ respective power supply resources; 

administer the participation arid financial settlement of the Operating Companies 

in the power markets of the applicable regional transmission organization; 

conduct Off-System Transactions on behalf of one or more Operating Companies; 

prepare and deliver to the Parties a montlily settlement statement and make 

available as requested supporting details for any Party to inspect for a period of 

time not to exceed three (3) years from the date expenses were incurred or 

revenues received; 

acquire and coordinate transmission and ancillary seivices from affiliated and 

non-affiliated transmission providers for use with respect to transactions between 

or among the Operating Companies under this Agreement and Off-System 

Transactions; 
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assist in the coordination of the Operating Companies’ procurement of, but not 

necessarily limited to, fuel, consumables, emission allowances arid transportation 

services; and 

perform such other activities and duties as may be requested from time to time by 

a Party or Parties. 

Appointment and Acceptance of Authority; Delegation of Duties 

5.2.1 Appointment of Agent. As of the effective date of this Agreement as 

specified in Section 2.1, the Operating Companies delegate to AEPSC, as the Agent, and 

AEPSC, as the Agent, hereby accepts responsibility and authority for the duties listed in 

Section 5.1 and elsewhere in this Agreement and shall perfoiin each of those duties under 

the direction of the Parties. 

5.2.2 Delegation of Duties. With the prior written consent of the other Pai-ties, 

AEPSC may assign all or a part of its responsibilities under this Agreement to another 

entity. 

ARTICLE VI 
COMPOSITION AND DUTIES OF 
THE OPERATING COMMITTEE 

6.1 Operating Committee. By written notice to the other Pai-ties, each Pai-ty shall 

name one representative (“Representative”) to act for it in matters pertaining to this Agreement 

and its implementation. A Party may change its Representative at any time by written notice to 

the other Pai-ties. The Representatives of the respective Parties shall comprise the Operating 

Committee. The Agent’s Representative shall act as the chaiiman of the Operating Committee 
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(“Chaiiinan”). All decisions of the Operating Comnittee shall be by a siinple iiiajority vote of 

the Representatives. 

6.2 Meetiw Dates. The Operating Committee shall hold irieetings at such times, 

means, and places as the ineinbers shall deteimine. Minutes of each Operating Coimnittee 

meeting shall be prepared and maintained. 

6.3 Duties. The Operating Coimnittee shall have the duties listed below, unless such 

duties are otherwise assigned by a vote of the Operating Committee to the Agent, in which case 

the Agent shall perfoim such duties: 

(a) reviewing and providing direction concerning the equitable sharing of costs and 

benefits under this Agreement ainong the Operating Companies; 

administering and interpreting this Agreement and making any amendments 

hereto, subject to any necessary regulatoiy approvals, including such amendments 

that are proposed in response to a change in regulatoiy requirements applicable to 

one or more of the Operating Companies or changes concerning an applicable 

regional transinission organization; 

reviewing and, if necessary, amending the duties and responsibilities of the 

Agent; and 

ensuring coordination for other matters not specifically provided for herein that 

the Operating Committee considers necessary to the reliable and econoinic use of 

each Operating Company’s power supply resources. 

In the event that an action of the Operating Comnittee results in a change to the 

settlement process(es) among the Operating Companies, such modified settlement will noiinally 

occur on a prospective basis only, however, this may include past billing periods back to the 

(b) 

(c) 

(d) 
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beginning of the first fill1 billing month preceding the date of action of the Operating Coinmittee. 

Such modifications will be subject to the teims of Article IX as applicable. 

ARTICLE VI1 
OPERATING COMPANY PLANNING AND OPERATIONS 

7.1 Operating Company and System Planning. Each Operating Company, with 

suppoi-t from the Agent, will be individually responsible for its own capacity planning. Each 

Operating Company will be responsible for maintaining an adequate level of generation 

resources to meet its own Inteinal Load requireinerits for capacity and energy, including any 

required resei-ve margins, and shall bear all of the resulting costs. 

The Agent shall assess the adequacy of the power supply resources of the 

Operating Companies from the perspective of each Operating Company and the Operating 

Companies collectively, taking into account reserve requirements, capacity status in the 

applicable regional transmission organization, state integrated resource plans as applicable, each 

Operating Company's load forecast, changing regulatoiy structures and requirements and all 

other criteria applicable by law or regulation to each Operating Company. The Agent will 

subsequently inalte recommendations to each Operating Company regarding the need for 

additional power supply resources. In malting this evaluation, the Agent, in conjunction with 

each Operating Company, will assess whether economies and efficiencies may be achieved by 

selecting power supply resources for joint ownership between or among more than one 

Operating Company, subject to regulatory, transmission, economic, and operational constraints 

and approvals. Similarly, the Agent, under the direction of the Operating Committee, will assess 

and make recommendations to each Operating Company as to whether that Operating Company 
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has power supply resources in excess of its needs (shoi-t-teiin or long-term) that could be made 

available to the other Operating Companies or Third Parties. 

All capacity transactions between the Operating Companies will be made under 

such terms and at rates that are mutually agreeable to the Operating Companies. Transactions 

ainong the Operating Companies with Third Pai-ties for sales and purchases of capacity under 

this Agreement shall be made as described under Section 7.5.1 and Service Schedule A. 

Notwithstanding any of the foregoing, the actual addition or disposition of power supply 

resources will be conditioned on compliance with all applicable state and other regulatory 

requirements and requirements of the applicable regional transmission organization. 

7.2 Generation Resource Outage Planning. The Agent, on behalf of the Operating 

Companies, will coordinate the scheduling of planned generation resource outages in order to 

support reliability and manage costs. 

7.3 Generation Resource Dispatch. The generation resources of each of the 

Operating Companies will be dispatched by the Agent under the direction of the applicable 

regional transmission organization. 

7.4 Regional Transmission Organization Transactions. Each Operating Company 

shall be individually responsible for charges it incurs and credits it receives due to its 

participation in the power markets of a regional transmission organization. Such costs and 

revenues will be assigned or allocated directly by the applicable regional transmission 

organization or its agent where practical. The Operating Companies may collectively participate 

from time to time in specific markets of the regional transmission organization or to meet cei-tain 

regional transmission or reliability organization requirements, in which case the allocation of 
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resulting revenues and/or costs, if any, will be performed as specified herein or as othei-wise 

approved by the Operating Committee. 

Notwithstanding the foregoing, in the event that two or more Operating 

Companies collectively participate in the capacity market of an applicable regional trarisinission 

organization, meaning that such Operating Coinpanies’ resources and load obligations are 

combined and administered collectively to participate in and satisfy the reliability requirements 

of the applicable regional transinission organization’s capacity market, such participation will be 

administered and financially settled as described under Seivice Schedule A. 

7.5 Off System Transactions 

7.5.1 Capacity Purchases and Sales with Third Parties. Off-System 

Transactions of capacity initiated at the direction of an Operating Company will 

be directly assigned to that Operating Company whenever reasonably possible. 

Any Off-System Purchases of capacity not directly assigned to an Operating 

Company will noiinally be allocated to the Operating Company or Operating 

Companies with the lowest capacity reserve inargin(s) over the applicable period 

at the time of the transaction. Any Off-System Sales of capacity not directly 

assigned to an Operating Company will noiinally be allocated to or among the 

Operating Company or Operating Companies with the highest reserve margin(s). 

Notwithstanding the foregoing, Off-System Transactions of capacity that 

occur under the capacity auction processes of the applicable regional transinission 

organization will be directly assigned to a specific Operating Company based on 

the results of such auctions or, if two or inore Operating Companies are 

collectively participating in a regional transmission organization’s capacity 
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market, the Off-System Transactions of capacity will be allocated to such 

Operating Companies as specified under Service Schedule A. 

7.52 Directly Assigned Energy Purchases and Sales with Third 

Parties. Off-System Transactions of energy initiated at the direction of an 

Operating Company will be directly assigned to that Operating Company 

whenever reasonably possible. Costs and revenues associated with each 

Operating Company’s Off-System Sales of energy and Internal L,oad energy 

purchases from the applicable regional transmission organization in the Spot 

Market, including the purchase of any energy deficits or sales of any energy 

surpluses, will be directly assigned to that Operating Company. 

7.5.3 Generation Hedge Transactions and Trading; Transactions. 

Revenues and costs associated with Generation Hedge Transactions, including 

revenues and costs associated with the settlement of Generation Hedge 

Transactions in the Spot Market or other markets of the applicable regional 

transmission organization, will be allocated among the Operating Companies by 

the Agent as specified under Service Schedule B. 

Revenues and costs associated with Trading Transactions, including 

revenues and costs associated with the settlement of Trading Transactions in the 

Spot Market or other markets of the applicable regional transmission 

organization, will be allocated among the Operating Companies by the Agent as 

specified under Service Schedule C. 

7.6 Emerpencv Response. In the event of a System Emergency, no adverse 

distinction shall be made between the customers of any of the Operating Companies. Each 
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Operating Company shall, under the direction of the applicable regional transmission 

organization, make its power supply resources available in response to a System Emergency. 

Notwithstanding the foregoing, it is understood that transmission constraints or other factors may 

limit the ability of an Operating Company to respond to a System Emergency. 

ARTICLE VI11 
ASSIGNMENT OF COSTS AND BENEFITS 

OF COORDINATED OPERATIONS 

8.1 Service Schedules. The costs and revenues associated with coordinated 

operations as described in Article VI1 shall be distributed among the Operating Companies in the 

manner provided in the Service Schedules utilizing the billing procedures described in Article 

IX. It is understood and agreed that all such Service Schedules are intended to establish an 

equitable sharing of costs and/or benefits among the Operating Companies, and that 

circumstances may, from time to time, require a reassessment of the relative costs and benefits of 

this Agreement, or of the methods used to apportion costs and benefits under the Service 

Schedules. Upon an action of the Operating Committee, any of the Service Schedules may be 

amended as of any date agreed to by the Operating Coinrnittee by majority vote, subject to the 

receipt of any necessaiy regulatory authorizations. 

ARTICLE IX 
BILLING PROCEDURES 

9.1 Records. The Agent shall maintain such records as may be necessary to 

determine the assignment of costs and revenues of coordinated operations pursuant to this 

Agreement. Such records shall be made available to the Parties upon request for a period not to 

exceed three (3) years. 
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9.2 Monthlv Statements. As promptly as practicable after the end of each calendar 

month, the Agent shall prepare a statement setting forth the monthly summary of costs and 

revenues allocated or assigned to the Operating Companies in sufficient detail as may be needed 

for settlements under the provisions of this Agreement. As required, the Agent may provide 

such statements on an estimated basis and then adjust those statements for actual results. 

9.3 Billings and Payments. The Agent shall be responsible for all billing between 

the Operating Companies and other entities with which they engage in Off-System Transactions 

pursuant to this Agreement. Payments among the Operating Companies, if any, shall be made by 

remittance of the net amount billed or by making appropriate accounting entries on the books of 

the Parties. The entire amount shall be paid when due. 

9.4 Taxes. Should any federal, state, or local tax, surcharge or similar assessment, in 

addition to those that may now exist, be levied upon the electric capacity, energy, or services to 

be provided in connection with this Agreement, or upon the provider of service as measured by 

the electric capacity, energy, or services, or the revenue therefrom, such additional amount shall 

be included in the net billing described in Section 9.3. 

9.5 BillinP Errors. If a Party discovers a billing error pertaining to a prior billing for 

reasons including, but not limited to, missing or erroneous data or calculations, including those 

caused by meter, computer or human error, a correction adjustment will be calculated. Except as 

the Operating Committee may authorize in the exercise of reasonable discretion, the correction 

adjustment shall not be applied to any period earlier than the beginning of the first full billing 

month preceding the discovery of the error, nor will interest accrue on such adjustment. The 

correction acljustment will be applied as soon as practicable to the next subsequent regular 
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monthly bill. Any overpaid amount attributed to such billing ei-rors shall be retui-ned by the 

owing Pai-ty upon determination of the coi-rect amount with no interest. 

9.6 Billing; Omissions. Within one (1) year from the date on which a bill should have 

been delivered, if a Pai-ty’s records reveal that the bill was not delivered, then the Agent shall 

deliver to the appropriate Party a bill within one (1) month of this detennination. Any amounts 

collected or reimbursed due to such omissions shall exclude interest. The right to payment is 

waived with respect to any amounts not billed within this period. 

9.7 Billing; Disputes. The Parties shall have the right to dispute the accuracy of any 

bill or payment for a period not to exceed one month from the date on which the bill was initially 

delivered. Following this one-month period, the right to dispute a bill is permanently waived for 

any and all reasons including but not limited to, (a) errors, (b) omissions, (c) Agent’s actions, and 

(d) the Operating CoIrunittee’s decisions, Agreement interpretations and direction in the 

administration of the Agreement. Any amounts collected or reimbursed due to such disputes 

shall exclude interest. 

ARTICLE X 
FORCE MAJEURE 

10.1 Events Excusing Performance. No Pai-ty shall be liable to another Party for or 

on account of any loss, damage, injury, or expense resulting from or arising out of a delay or 

failure to perform, either in whole or in part, any of the agreements, covenants, or obligations 

made by or imposed upon the Parties by this Agreement, by reason of or through strike, work 

stoppage of labor, failure of contractors or suppliers of materials (including hel ,  consuinables or 

other goods and services), failure of equipment, environmental restrictions, riot, fire, flood, ice, 

invasion, civil war, commotion, insurrection, military or usurped power, order of any court or 
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regulatory agency granted in any boiza"fide legal proceedings or action, or of any civil or military 

authority either de facto or de jure, explosion, Act of God or the public enemies, or any other 

cause reasonably beyond its control and not attributable to its neglect. A Party experiencing such 

a delay or failure to perform shall use due diligence to remove the cause or causes thereof; 

however, no Party shall be required to add to, modify or upgrade any facilities, or to settle a 

strike or labor dispute except when, according to its own best judgment, such action is advisable. 

ARTICLE XI 
DELIVERY POINTS 

11.1 Delivery Points. All electric energy delivered under this Agreement shall be of 

the character coinmonly known as three-phase sixty-cycle energy, and shall be delivered at the 

various Interconnection Points where the transmission systems of the Operating Companies are 

interconnected, either directly or through transmission facilities of third parties, at the nominal 

unregulated voltage designated for such points, and at such other points and voltages as may be 

deteiinined and agreed upon by the Operating Companies. 

ARTICLE XI1 
GENERAL 

12.1 Adherence to Industry Standards. The Parties agree to make their best efforts 

to confoim to Industry Standards as they affect the implementation of and conduct pertaining to 

this Agreement. 

12.2 No Third Par& Beneficiaries. This Agreement does not create rights of any 

character whatsoever in favor of any person, corporation, association, entity or power supplier, 

other than the Parties, and the obligations herein assumed by the Parties are solely for the use and 
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benefit of the Pai-ties. Nothing in this Agreement shall be constiued as peiinitting or vesting, or 

attempting to perinit or vest, in any person, coi-poration, association, entity or power supplier, 

other than the Pai-ties, any rights hereunder or in any of the resources or facilities owned or 

controlled by the Parties or the use thereof. 

12.3 Waivers. Any waiver at any tiine by a Party of its rights with respect to a default 

under this Agreement, or with respect to any other matter arising in connection with this 

Agreement, shall not be deemed a waiver with respect to any subsequent default or matter. Any 

delay, short of the statutory period of limitation, in assei-ting or enforcing any right under this 

Agreement, shall not be deemed a waiver of such right. 

12.4 Successors and Assigns. This Agreeinerit shall inure to the benefit of and be 

binding upon the Parties only, and their respective successors and assigns, and shall not be 

assignable by any Party without the written consent of the other Parties except to a successor in 

the operation of its properties by reason of a reorganization to comply with state or federal 

restructuring requirements, or a merger, consolidation, sale or foreclosure whereby substantially 

all such propei-ties are acquired by or merged with those of such a successor. 

12.5 Liabilitv and Indemnification. SLJBJECT TO ANY APPLICABLE STATE OR 

FEDERAL, LAW THAT MAY SPECIFICALLY RESTRICT LIMITATIONS ON LJABILITY, 

EACH PARTY SHALL RELEASE, INDEMNIFY, AND HOLD HARMLESS THE OTHER 

PARTIES, THEIR DIRECTORS, OFFICERS AND EMPLOYEES FROM AND AGAINST 

ANY AND ALL LIABILITY FOR LOSS, DAMAGE OR EXPENSE ALLEGED TO ARISE 

FROM, OR BE INCIDENTAL, TO, INJURY TO PERSONS AND/OR DAMAGE TO 

PROPERTY IN CONNECTION WITH ITS FACILITIES OR THE PRODTJCTION OR 

TRANSMISSION OF ELECTRIC ENERGY BY OR THROUGH SUCH FACILITIES, OR 
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RELATED TO PERFORMANCE OR NON-PERFORMANCE OF THIS AGREEMENT, 

INCLUDING ANY NEGLIGENCE ARISING HEREUNDER. IN NO EVENT SHALL ANY 

PARTY BE LIABLE TO ANOTHER PARTY FOR ANY INDIRECT, SPECIAL, 

INCIDENTAL, OR CONSEQUENTIAL DAMAGES WITH RESPECT TO ANY CLAIM 

ARISING OUT OF THIS AGREEMENT. 

12.6 Headings. The descriptive headings of the Articles, Sections and Service 

Schedules of this Agreement are used for convenience only, and shall not modify or restrict any 

of the teims and provisions thereof. 

12.7 Notice. Any notice or demand for performance required or peiinitted under any 

of the provisions of this Agreement shall be deemed to have been given on the date such notice, 

in writing, is deposited in the U.S. mail, postage prepaid, certified or registered mail, addressed 

to the Parties at their principal place of business at 1 Riverside Plaza, Columbus, Ohio 43215, or 

in such other form or to such other address as the Parties may stipulate. 

12.8 Interpretation. In this Agreement: (a) unless otherwise specified, references to 

any Article or Section are references to such Article or Section of this Agreement; (b) the 

singular includes the plural and the plural includes the singular; (c) unless otheivise specified, 

each reference to a requirement of any govei-nniental entity or regional transmission organization 

includes all provisions amending, modifying, supplementing or replacing such governmental 

entity or regional transmission organization from time to time; (d) the words “including,” 

“includes” and “include” shall be deemed to be followed by the words “without limitation”; (e) 

unless otheiwise specified, each reference to any agreement includes all amendments, 

modifications, supplements, and restatements made to such agreement fiom time to time which 

are not prohibited by this Agreement; (0 the descriptive headings of the various Articles arid 
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Sections of this Agreement have been inserted for convenience of reference only and shall in no 

way modify or restrict the teiins and provisions thereof; and (8) “herein,” “hereof,” “hereto” and 

“hereunder” and similar teiins refer to this Agreement as a whole. 

ARTICLE XI11 
REGULATORY APPROVAL, 

13.1 Regulatory Authorization. This Agreement is subject to and conditioned upon 

its approval or acceptance for filing without material condition or modification by the 

Cornrnission. In the event that this Agreement is not so approved or accepted for filing in its 

entirety or without conditions or modifications unacceptable to any Party, or the Commission 

subsequently modifies this Agreement upon complaint or upon its own initiative (as provided for 

in Section 13.2), any Party may, irrespective of the notice provisions in Section 2.1, withdraw 

from this Agreement by giving thirty (30) days’ advance written notice to the other Parties. 

13.2 Changes. It is contemplated by the Parties that it may be appropriate from time 

to time to change, amend, modify, or supplement this Agreement, including the Service 

Schedules and any other attachments that may be made a part of this Agreement, to reflect 

changes in operating practices or costs of operations or for other reasons. Any such changes to 

this Agreement shall be in writing executed by the Parties and subject to approval or acceptance 

for filing by the Commission. It is the intent of the Parties that, to the inaxirnurri extent permitted 

by law, the provisions of this Agreement shall not be subject to change under Sections 205 and 

206 of the Federal Power Act absent the written agreement of the Parties, and that the standard of 

review for changes unilaterally proposed by a Party, a Third Party, or the Commission, acting 

sua sponte or at the request of a Third Party, shall be the public interest standard of review set 

forth in United Gas Pipe Line Co. v. Mobile Gas Service Corp., 350 U S .  332 (1956), Federal 
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Power Coinniissiorz 11. Sierra Pacijic Power Co., 350 U.S. 348 (1956), Morgan Stanley Capital 

G ~ o i q ,  Inc. v. Public Utility District No. I of Srzolzoinish Co111zty, 128 S.Ct. 2733 (ZOOS), and 

NRG Power Mni-ketiizg, LL,C v. Maine Piihlic Utilities Commission, 130 S.Ct. 693 (2010). 

IN WITNESS WHEIIEOF, the Pai-ties have caused this Agreement to be executed and 

attested by their duly authorized officers on the day and year first above written. 

APPALACHIAN POWER COMPANY 

By: 

Title: 

INDIANA MICHIGAN POWER COMPANY 

By: 

Title: 

KENTUCKY POWER COMPANY 

By: 

Title: 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 

By: 

Title: 
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COLLECTIVE PARTICIPATION IN THE APPLICABLE REGIONAL 
TRANSMISSION ORGANIZATION CAPACITY MAFUaT 

Al- Duration. This Service Schedule A shall become effective and binding when the 

Agreement of which it is a part becoines effective, and shall continue in full force and effect 

throughout the duration of the Agreement unless teiininated or suspended. 

A2 - Availabiliw of Service. This Service Schedule A governs the administration and 

settlement of capacity during such times that multiple Operating Companies are participating, 011 

a collective basis, in the capacity marltet of the applicable regional transniission organization as 

specified under Section 7.4. 

A3 - Auction Sales Revenues. Any revenues resulting from capacity sold into the 

applicable regional transmission organization’s planning year(s) capacity auction will noiinally 

be allocated to or among the Operating Company or Operating Companies with the highest 

reserve margin(s) over such planning year(s). Such allocation will occur regardless of which 

capacity resources of the Operating Companies are cleared and/or designated to fulfill the 

auction commitment. 

A4 - Deliverv Year and Post-Deliverv Year Settlement. During a given regional 

transmission organization planning year (i.e., the delivery year), the Agent will manage the 

capacity resources needed to meet the combined Operating Companies’ capacity obligations and 

cormnittnents to the applicable regional transmission organization. 

If capacity resource performance charges are assessed by the applicable regional 

transmission organization for a given delivery year, the total net charge will be allocated among 

the Operating Companies ratably in proportion to each Operating Company’s contribution to the 

total charge. Each Operating Company’s contribution to the total charge will be determined by 
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the Agent by computing a total MW position for each Operating Company by subtracting its 

total capacity obligation in MWs froin its total capacity resources in M W s .  This result will be 

further adjusted by adding or subtracting as applicable the net total M W s  of actual under- 

performance or over-performance of each Operating Company’s capacity resources during the 

delivery year as computed by the applicable regional transmission organization. Any Operating 

Company with a resulting net short MW position, meaning that its capacity obligation M W s  are 

greater than its capacity resource MWs including any M W s  of over-performance or under- 

performance, will be allocated a share of the total net performance charge froin the applicable 

regional transmission organization based on the Operating Company’s net short MW position. 

If the total net charge assessed by the applicable regional transmission organization is 

greater than zero, such calculations and the coil-esponding allocation will be made following the 

end of the applicable delivery year. If a total net charge is assessed by the applicable regional 

transmission Organization which is greater than zero (0), even though each Operating Company 

has a computed contribution of zero (0) as described above, the total net charge will be allocated 

utilizing each Operating Company’s delivery year capacity obligation MWs. 
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SERVICE SCHEDULE B 
GENERATION HEDGE TRANSACTIONS 

uration. This Service Schedule B shall become effective and binding when the 

Agreement of which it is a part becomes effective, and shall continue in full force and effect 

throughout the duration of the Agreement unless terminated or suspended. 

B2 - Service. This Service Schedule B goveins energy-related Off-System Transactions 

made pursuant to Section 75.3 of the Agreement that are associated with Generation Hedge 

Transactions as defined in Section 1.3. The total monthly net costs and revenues from the 

settlement of Generation Hedge Transactions will be allocated among the Operating Companies 

ratably in proportion to the total of each Operating Company's surplus MWhs for the month, as 

determined by the Agent. Surplus MWhs will be computed as the total of all MWs in hours in 

which an Operating Company's MW output of its generation assets and dedicated energy 

purchases, excluding Spot Market purchases, exceeded that Operating Company's Internal Load. 

If the above allocation would result in any Operating Company being allocated revenues 

or costs associated with more than one hundred and fifteen percent (1 15%) of its monthly surplus 

MWhs as computed above, such excess(es) above that amount will be allocated to all of the 

Operating Companies ratably in proportion to the sum of each Operating Company's hourly M W  

output of its generation assets for the month. 
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SERVICE SCHEDULE C 
ING TRANSACTIONS 

C1 - Duration. This Service Schedule C shall become effective arid binding when the 

Agreement of which it is a part becomes effective, and shall continue in full force and effect 

throughout the duration of the Agreement unless terminated or suspended. 

C2 - Service. This Service Schedule C goveins the financial allocation and settlement of 

Off-System Transactions made pursuant to Section 7.5.3 of the Agreement that are associated 

with Trading Transactions as defined in Section 1.16. All Trading Transactions settled for a 

given month will be allocated among the Operating Companies ratably in proportion to each 

Operating Company's total common shareholder equity balance. The total coimnon shareholder 

equity balance for each Operating Company as of the end of the previous calendar year will be 

determined annually by the Agent. These balances will then be applied to allocate settled 

Trading Transactions among the Operating Companies during the subsequent twelve-month 

period beginning June 1 and ending May 3 1 I 
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RATE SCHEDULE No. 301 

BRIDGE AGREEMENT 

among 

APPALACHIAN POWER COMPANY, 

INDIANA MICHIGAN POWER COMPANY, 
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and 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 

as Agent 
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Tariff Title: APCo Rate Schedules and Service Agreements Tariffs 
Tariff Proposed Effective Date: 01/01/2014 
Tariff Record Title: Bridge Agreement 
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BRIDGE AGREEMENT 

THIS AGREEMENT is made arid entered into as of this __ day of , 2013, 

by and among Appalachian Power Company (“APCo”), Indiana Michigan Power Company 

(“I&M”), Kentucky Power Company (“KPCo”), Ohio Power Company (“OPCO” and, 

collectively with APCo, I&M and KPCo, the “Operating Companies”), AEP Generation 

Resources Inc. (“AEP Generation Resources”) and American Electric Power Service 

Corporation (“Agent” and, collectively with APCo, I&M, KPCo, OPCo and AEP Generation 

Resources, the “Parties”). 

RJXITALS: 

WHEREAS, the Operating Companies are each wholly-owned subsidiaries of American 

Electric Power Conipany, Inc. (“AEP”) and members of the Interconnection Agreement (“Pool 

Agreement”), which has been in effect since 195 1 ; 

WHEFUCAS, each member of the Pool Agreement has provided notice to the other 

members (and to the Agent) that it will terminate its participation in the Pool Agreement in 

accordance with the termination provisions thereof; 

WHEREAS, pursuant to the Pool Agreement, the Operating Companies have made joint 

wholesale purchases and sales of physical power (at market based rates), and of financial power, 

for the purpose of hedging the output of the Operating Companies’ generation assets, some of 

which will not expire until after the Pool Agreement teiininates (“Legacy Hedge Contracts”); 

WHEREAS, in addition to the Legacy Hedge Contracts, the Operating Companies have 

made other joint wholesale purchases and sales of physical power (at market based rates), and of 

financial power and related commodities, pursuant to the Pool Agreement under joint purchase 

and sale contracts, some of which will also not expire until after the Pool Agreement terminates 

(collectively the “Legacy Trading Contracts”); 

WHEREAS, the Operating Companies desire to jointly share in the gains and losses 

resulting from the settlement and liquidation in the market of the Legacy Hedge Contracts and 

Legacy Trading Contracts (collectively, the “Legacy Off-System Sales Portfolio”); 

WHEREAS, the Operating Companies have previously elected to fklfill their capacity 

obligations to PJM pursuant to the Fixed Resource Requirement (“FRR’) alternative under the 
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PJM Reliability Assurance Agreement though and including Planning Year 20 14/2015 (the 

“Operating Companies’ FRR Obligation”) and desire to continue to fulfill those obligations; 

WHEREAS, the Public Utilities Coinmission of Ohio in a Finding and Order issued 

October 17,2012 in Case No. 12-1 126-EL-UNC has authorized OPCo to conduct an internal 

corporate reorganization under which its generation and power marketing businesses will be 

separated froin its trarisinissioii and distribution businesses consistent with Ohio restructuring 

law arid OPCo’s structural coi-porate separation plan; 

WHEREAS, for the benefit of the Operating Companies, this Agreement coinmits the 

retained capacity resources of AEP Generation Resources, which it acquired froin OPCo as a 

result of coiporate separation and pursuant to the Asset Contribution Agreement, to fulfilling the 

Operating Companies’ FRR Obligation though and including Planning Year 2014/2015; and 

WHEREAS, pursuant to OPCo’s coiporate separation plan and the teiins of the Asset 

Contribution Agreement between OPCo and AEP Generation Resources, AEP Generation 

Resources will succeed to all of OPCo’s right, title and interest in and to its generation and 

power marketing business (excepting the limited generation assets specifically retained by 

OPCo) arid to all associated liabilities, including all of OPCo’s allocations of (1) gains and losses 

from the Legacy Off-System Sales Poi-tfolio, (2) the Operating Conipanies’ FRR Obligations, (3) 

FRR Charges and Credits, and (4) all costs and liabilities associated with the foregoing, from 

which AEP Generation Resources will indemnify, defend and hold haimless OPCo pursuant to 

the teiins of the Asset Contribution Agreement. 

NOW, THEFWFORE, in consideration of the premises and the inutual covenants and 

agreements herein set foi-th, the Pai-ties mutually agree as follows: 

ARTICLE I 

DEFINITIONS 

1.1 Capacity Resources means, in respect of any Planning Year, the megawatts of 

net capacity froin the Operating Companies and AEP Generation Resources eligible to satisfy the 

Operating Companies’ FRR Obligation. 

1.2 Capacity Requirement means, in respect of any Planning Year, the megawatts of 

net capacity from the Operating Companies and AEP Generation Resources required to satisfy 

the Operating Companies’ FRR Obligation. 

1.3 Commission means the Federal Energy Regulatory Commission. 
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1.4 Final MLR means, for each member of the Pool Agreement, the arithmetic 

average of the member’s MLR for each of the twelve fix11 calendar months preceding the 

termination of the Pool Agreement. 

1.5 FRR Charges and Credits means all PJM charges and credits arising fiom or 

relating to the Operating Companies’ FRR Obligation, including but not limited to capacity 

auction revenues and cost of compliance with the Operating Companies’ FRR Obligations under 

the PJM Reliability Assurance Agreement. 

1.6 Member Demand means Member Load Obligation deteimiried on a clock-hour 

integrated kilowatt basis, as set forth in Section 5.4 of the Pool Agreement. 

1.7 Member Load Obligation means an Operating Company’s internal load plus any 

film power sales to un-affiliated and affiliated companies other than the Operating Companies, 

principally characterized by the Operating Company assuming the load obligation as its own 

firm power commitment and by the Operating Company retaining advantages accruing from 

meeting the load, as set foi-th in Section 5.2 of the Pool Agreement. 

1.8 Member Load Ratio or MLR means the ratio of a particular Operating 

Company’s Member Maximum Demand in effect for a calendar month to the sum of all of the 

Operating Companies’ Member Maximum Demands in effect for such month, as set forth in 

Section 5.6 of the Pool Agreement. 

1.9 Member Maximum Demand means the Member Maximum Demand in effect 

for a calendar month for a particular Operating Company, which shall be equal to the maximum 

Member Demand experienced by said Operating Company during the twelve consecutive 

calendar months next preceding such calendar month, as set forth in Section 5.5 of the Pool 

Agreement. 

1.10 Operating Committee means the administrative body established pursuant to 

Article IV for the purposes therein specified. 

1.1 1 PJM means PJM Interconnection, LLC, a regional transmission organization 

approved by the Cornmission. 

1.12 Planning Year means each period of June 1 though May 31 of the following 

year during the term of this Agreement, in whole or in part, which period constitutes a planning 

year as defined by PJM. 
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ARTICLE 11 

TERM OF AGREEMENT 

2.1 Term. Subject to Coinmission approval or acceptance for filing, this Agreement 

shall take effect upon the effective date of the corporate separation of OPCo’s generation and 

power marketing businesses fiom its transmission and distribution businesses and shall continue in 

full force and effect until the later of the settlement of the Legacy Off-System Sales Portfolio or 

the end of the Operating Companies’ FRR Obligation under this Agreement, provided, however, 

that the Parties’ obligations under Article V will only apply to the period starting on the effective 

date of this Agreement and ending May 3 1, 20 1.5. The Agent will provide notice to the Operating 

Companies and AEP Generation Resources of the end of the tei-m of this Agreement. 

ARTICLE I11 

AGENT 

3.1 Delegation and Acceptance of Authoritv. The Operating Companies and AEP 

Generation Resources hereby delegate to the Agent and the Agent hereby accepts responsibility 

and authority for the duties specified in this Agreement. Except as herein expressly established 

otheiwise, the Agent shall perform each of those duties in consultation with the Operating 

Committee. 

3.2 Reporting. The Agent shall provide periodic summary repoi-ts of its activities 

under this Agreement to the Parties and shall keep the Parties and the Operating Committee 

infoiined of situations or problems that may materially affect the outcome of these activities. 

Furthennore, the Agent agrees to report to the Parties and to the Operating Committee in such 

additional detail as is requested regarding specific issues or projects under its supervision as 

Agent. The Agent will cany out its responsibilities under this paragraph in accordance with the 

regulatioris of the Commission. 

ARTICLE IV 

OPERATING COMMITTEE 

4.1 Operating Committee. By written notice to the other Parties, each Party shall 

name one representative (“Representative”) to act for it in matters pertaining to this Agreement 

and its implementation. A Party may change its Representative at any time by written notice to 

the other Parties. The Representatives of the respective Parties shall comprise the Operating 

Committee. The Agent’s Representative shall act as the chairman of the Operating Committee 



Sheet No. 6 

(“Chairinan”). All decisions of the Operating Coinmittee shall be by a siinple majority vote of 

the Representatives. 

4.2 Subcommittees. The Chaiiman, or any other Representative, subject to a 

majority of the Operating Coimnittee concurring, inay create a subcoimnittee or working group 

of the Operating Committee (“Subcoimnittee”). Membership in a Subcoinmittee will be 

deteiinined by the Operating Coinmittee. Subcommittees shall perform the duties assigned to 

thein and shall report to the Operating Coinmittee on all matters refei-red to them. Actions of a 

Subcommittee shall be repoi-ted in the forin of proposals or recoinmendations to the Operating 

Committee and shall have no force or binding effect except by action of the Operating 

Coimnittee. 

4.3 Meeting; Dates. The Operating Cormnittee and each Subcoimnittee thereof shall 

hold meetings at such times, means, and places as the members shall detennine. Minutes of each 

Operating Coinmittee and Subcoimnittee meeting shall be prepared and maintained. 

4.4 Information for Use of the Agent. The Parties shall cooperate in providing to 

the Agent the information it reasonably requests and shall supplement or coi-rect any such 

infoilriation on a timely basis. 

ARTICLE V 

FRR OBLIGATION 

5.1 Annual Capacitv Resource Planning. Prior to each Planning Year, the Agent 

will analyze the impacts on the Operating Coinpanies’ FRR Obligation of projected and realized 

changes to Capacity Resources and Capacity Requirements and prepare a recommended 

Capacity Resource plan for the Operating Companies’ FRR Obligation. The plan will describe 

whether additional Capacity Resources should be inade available to the market and whether 

additional Capacity Resources should be procured for the applicable Planning Year. The portion 

of the Capacity Resource plan that applies to the Capacity Resources of the Operating 

Companies is subject to their unanimous written approval in consultation with the Agent. The 

poi-tion of the Capacity Resource plan that applies to the Capacity Resources of AEP Generation 

Resources is subject to its written approval in consultation with the Agent. The Agent will have 

no duty to provide to AEP Generation Resources any portion of the Capacity Resource plan that 

applies to the Capacity Resources of the Operating Companies. If a Capacity Resource plan 

submitted by the Agent is rejected by the Operating Companies or by AEP Generation 
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Resources, then the Agent will revise and resubmit the plan in accordance with the foregoing 

procedures until the plan is accepted by both the Operating Companies and AEP Generation 

Resources. 

5.2 Capacity Resource Plan Implementation. During each Planning Year, the 

Agent will collect Capacity Resource information from the Operating Companies and AEP 

Generation Resources and may alter the combination of Capacity Resources in the plan based on 

that inforrriation to maintain the Operating Companies’ compliance with the PJM Reliability 

Assurance Agreement and to minimize compliance charges to the extent reasonably practicable. 

The Agent will implement the Capacity Resource plan for the Operating Companies’ FRR 

Obligation, and any plan adjustments, with PJM. During each Planning Year, the Operating 

Companies and AEP Generation Resources will each perfoiin testing of their Capacity Resources 

in accordance with the PJM Reliability Assurance Agreement and in consultation with the Agent. 

5.3 Allocation of Capacity-Related Charges and Credits. The Agent will allocate 

PJM charges and credits associated with (1) Capacity Resource purchases and sales (excepting 

only those purchases and sales related to the generation assets specifically retained by OPCo) 

and (2) FRR Charges and Credits, among APCo, KPCo, I&M and AEP Generation Resources, as 

successor to the FRR obligations of OPCo, based on the Final MLR. 

5.4 Other Agreements. The fulfillment of the Operating Companies’ FRR 

Obligation, including the allocation of any associated charges and credits, for the Planning Years 

covered by this Article V, shall be governed by this Agreement and not by the Power 

Coordination Agreement among APCo, KPCo, I&M and the Agent. 

ARTICLE VI 

LEGACY CONTRACTS 

6.1 Legacv Trading Portfolio. The Agent will settle and liquidate the Legacy 

Trading Portfolio in the market in accordance with the teiins of the Legacy Trading Contracts 

and Legacy Hedge Contracts. 

6.1.1 Legacy Trading Contracts. The Agent shall allocate gains and losses 

arising from the settlement and liquidation of the Legacy Trading Contracts in the market 

arnong APCo, KPCo, I&M and AEP Generation Resources, as successor to the 

generation-related obligations of OPCo, based on the Final MLR. The Agent may, from 

time to time, enter into new transactions on behalf of the Operating Companies that are 
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dedicated to the portfolio of Legacy Trading Contracts with the intent of reducing the 

tenor and/or risk of that portfolio, and those additional transactions will also be deemed 

Legacy Trading Contracts, provided that the Agent will not enter into any such 

transaction whose teiin extends beyond the final delivery month of the portfolio of 

Legacy Trading Contracts on the effective date of this Agreement. 

6.1.2 Legacy Hedw Contracts. The Agent shall allocate gains and losses 

arising froiri the settlement and liquidation of the Legacy Hedge Contracts in the market 

to (1) APCo, KPCo and I&M collectively (the “Integrated AEP-East Utilities”) and (2) 

AEP Generation Resources, as successor to the generation -related obligations of OPCo, 

in a ratable manner based on the respective forecasted spot market energy sales of the 

Integrated AEP-East Utilities, collectively, and AEP Generation Resources, deteimined 

as of the effective date of this Agreement. The forecasted spot market energy sales for 

the Integrated AEP-East TJtilities, collectively, and AEP Generation Resources will be 

calculated in monthly increments based on the forecasted output of their owned or 

contracted generation minus forecasted internal load. The forecasted internal load for the 

Integrated AEP-East Utilities is defined as the forecasted amount of megawatt-hours 

associated with their retail and firm wholesale loads in the aggregate, using the most 

recent forecast available as of the effective date of this Agreement. The forecasted 

internal load for AEP Generation Resources is defined as the forecasted amount of 

megawatt-hours to be provided by AEP Generation Resources to OPCo, under the Ohio 

Power Supply Agreement between those parties, and to any non-Parties, under other firm 

wholesale contracts, if any, deterrnined as of the effective date of this Agreement. The 

monthly forecasts will be calculated through and including the final delivery month of the 

portfolio of Legacy Hedge Contracts. Any allocation of gains and losses to the Integrated 

AEP-East Utilities will be shared among APCo, KPCo and I&M in a ratable manner 

based on their forecasted spot market energy sales. If the forecasted internal load of 

either the Integrated AEP-East Utilities or AEP Generation Resources exceeds the 

forecasted output of their respective owned or controlled generation for a given month, 

then the Integrated AEP-East Utilities or AEP Generation Resources, as applicable, will 

not receive any allocation of gains or losses for that month, unless both are in this 

position in which case gains or losses will be allocated ratably among APCo, KPCo, I&M 
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and AEP Generation Resources in proportion to the forecasted output of their owned or 

contracted generation. 

6.2 Legacy Trading Contracts Administration. The Agent will administer the 

scheduling, billing, settlement and liquidation in the market of the Legacy Off-System Sales 

Portfolio, and will provide such information, reports and position data to each Pai-ty as is 

requested regarding the Pai-ty's allocation of the Legacy Off-System Sales Portfolio. Any gains 

and losses arising fiom the liquidation of the Legacy Off-System Sales Portfolio shall be 

goveined and allocated by this Agreement and not by the Power Coordination Agreement among 

APCo, KPCo, I&M and the Agent. 

ARTICLE VI1 

BILLING PROCEDURES 

7.1 Records. The Agent will maintain the records necessary to determine the 

allocation of all gains, losses, charges and credits under this Agreernent. Such records shall be 

made available to the Operating Companies and to AEP Generation Resources upon request for a 

period not to exceed three (3) years. 

7.2 Monthly Statements. As promptly as practicable after the end of each calendar 

month, the Agent shall prepare a statement setting foi-th the monthly suinmaiy of all gains, 

losses, charges and credits allocated or assigned to the Parties in sufficient detail as may be 

needed for settlements under the provisions of this Agreement. As required, the Agent may 

provide such statements on an estimated basis and then adjust those statements for actual results. 

7.3 Billinm and Payments. The Agent shall handle all billing between the Pai-ties 

and non-Parties regarding the Legacy Contract Portfolio and the Operating Companies' FRR 

Obligation. Payments by the Operating Companies and AEP Generation Resources shall be 

made by remittance of the net amount billed to the applicable Pai-ty or by making appropriate 

accounting entries on the books of the Parties. The entire amount shall be paid when due. 

7.4 Taxes. Should any federal, state, or local tax, surcharge or similar assessment, in 

addition to those that may now exist, be levied upon the seivices to be provided in connection 

with this Agreement, or upon the provider of service as measured by the seivices or the revenue 

therefrom, such additional amount shall be included in the billing described in this Article VII. 

7.5 Billing Errors. If the Agent or any other Party discovers a billing ei-ror 

pertaining to a prior billing for reasons including, but not limited to, billing omissions or missing 
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or erroneous data or calculations (including those caused by meter, computer or human eil-or), a 

coil-ective adjustment will be calculated by the Agent. Except as the Operating Committee may 

authorize in the exercise of reasonable discretion, the coil-ection adjustment shall not be applied 

to any period earlier than the beginning of the first full billing month preceding the discoveiy of 

the error, nor will interest accrue on such adjustment. The corrective adjustment will be applied 

as soon as practicable to the next subsequent regular monthly bill. Any overpaid amount 

attributed to such billing ell-ors shall be returned by the owing Party upon deteiinination of the 

coil-ect amount with no interest. 

7.6 Billing Disputes. The Parties shall have the right to dispute the accuracy of any 

bill or payment for a period not to exceed one month fiom the date on which the bill was initially 

delivered. Following this one month period, the right to dispute a bill is permanently waived for 

any and all reasons including but not limited to, (a) errors, (b) omissions, (c) Agent’s actions, and 

(d) the Operating Coinmittee’s decisions, Agreement interpretations and direction in the 

administration of the Agreement. Any amounts collected or reimbursed due to such disputes 

shall exclude interest. 

ARTICLE VI11 

FORCE MAJEUFU? 

8.1 Events Excusing Performance. No Party shall be liable to another Party for or 

on account of any loss, damage, injury, or expense resulting from or arising out of a delay or 

failure to perform, either in whole or in part, any of the agreements, covenants, or obligations 

made by or imposed upon the Parties by this Agreement, by reason of or through strike, work 

stoppage of labor, failure of contractors or suppliers of materials (including fiiel, consumables or 

other goods and services), failure of equipment, environmental restrictions, riot, fire, flood, ice, 

invasion, civil war, commotion, insunection, militaiy or usurped power, order of any court or 

regulatory agency granted in any borzn fide legal proceedings or action, or of any civil or military 

authority either de facto or de jure, explosion, Act of God or the public enemies, or any other 

cause reasonably beyond its control and not attributable to its neglect. A Pa15 experiencing such 

a delay or failure to perform shall use due diligence to remove the cause or causes thereof; 

however, no Party shall be required to add to, modify or upgrade any facilities, or to settle a 

strike or labor dispute except when, according to its own best judgment, such action is advisable. 
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ARTICLE IX 

GENERAL 

9.1 No Third Partv Beneficiaries. This Agreement does not create rights of any 

character whatsoever in favor of any person, corporation, association, entity or customer, other 

than the Pai-ties, and the obligations herein assumed by the Pai-ties are solely for the use and 

benefit of the Parties. Nothing in this Agreement shall be construed as permitting 01- vesting, or 

attempting to peiinit or vest, in any person, corporation, association, entity or customer, other 

than the Pai-ties, any rights hereunder or in any of the resources or facilities owned or controlled 

by the Parties or tbe use thereof. 

9.2 Waivers. Any waiver at any time by a Party of its rights with respect to a default 

under this Agreement, or with respect to any other matter arising in connection with this 

Agreement, shall not be deemed a waiver with respect to any subsequent default or matter. Any 

delay, short of the statutory period of limitation, in asserting or enforcing any right under this 

Agreement, shall not be deemed a waiver of such right, except as otheiwise set forth herein. 

Successors and Assigns. This Agreement shall inure to the benefit of and be 9.3 

binding upon the Pai-ties only, and their respective successors and assigns, arid shall not be 

assignable by any Party without the written consent of the other Parties except to a successor in 

the operation of its properties by reason of a reorganization, to coinply with state or federal 

restructuring requirements, or a merger, consolidation, sale or foreclosure whereby substantially 

all such properties are acquired by or merged with those of such a successor. 

9.4 Liabilitv and Indemnification. SUBJECT TO ANY APPLICABLE STATE OR 

FEDERAL LAW THAT MAY SPECIFICALLY RESTRICT LJMITATIONS ON LIABILITY, 

EACH PARTY SHAL,L RELEASE, INDEMNIFY, AND HOLD HARMLESS THE OTHER 

PARTIES, THEIR DIRECTORS, OFFICERS AND EMPLOYEES FROM AND AGAINST 

ANY AND ALL LIABILITY FOR LOSS, DAMAGE OR EXPENSE ALLEGED TO ARISE 

FROM, OR BE INCIDENTAL TO, INJURY TO PERSONS AND/OR DAMAGE TO 

PROPERTY IN CONNECTION WITH ITS FACILITIES OR THE PRODUCTION OR 

TRANSMISSION OF ELECTRIC ENERGY BY OR THROUGH SUCH FACILITIES, OR 

RELATED TO PERFORMANCE OR NON-PERFORMANCE OF THIS AGREEMENT, 

INCLUDING ANY NEGLJGENCE ARISING HEREUNDER. IN NO EVENT SHALL ANY 

PARTY BE L,IABL,E TO ANOTHER PARTY FOR ANY INDIRECT, SPECIAL, 
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INCIDENTAL, OR CONSEQUENTIAL, DAMAGES WITH RESPECT TO ANY CLAIM 

ARISING OUT OF THIS AGREEMENT. 

9.5 Notice. Any notice or demand for perfoiinance required or peiinitted under any 

of the provisions of this Agreement shall be deemed to have been given on the date such notice, 

in writing, is delivered by hand or deposited in the U.S. mail, postage prepaid, addressed to the 

Parties at their principal place of business at 1 Riverside Plaza, Columbus, Ohio 432 15, or in 

such other form or to such other address as the Parties may stipulate. 

9.6 Interpretation. In this Agreement: (a) unless otherwise specified, references to 

any Article or Section are references to such Article or Section of this Agreement; (b) the 

singular includes the plural and the plural includes the singular; (c) unless otherwise specified, 

each reference to a requirement of any goveimnental entity or regional transmission organization 

includes all provisions amending, modifying, supplementing or replacing such governmental 

entity or regional transmission Organization fiom time to time; (d) the words “including,” 

“includes” and “include” shall be deemed to be followed by the words “without limitation”; (e) 

unless otherwise specified, each reference to any agreement includes all amendments, 

modifications, supplements, and restatements made to such agreement froin time to time which 

are not prohibited by this Agreement; (0 the descriptive headings of the various Articles arid 

Sections of this Agreement have been inserted for convenience of reference only and shall in no 

way modify or restrict the teiins and provisions thereof; and (g) “herein,” “hereof,” “hereto” and 

“hereunder” and similar terms refer to this Agreement as a whole. 

ARTICLE X 

mGULJATORY APPROVAL, 

10.1 Regulatory Authorization. This Agreement is subject to and conditioned upon 

its approval or acceptance for filing without material condition or modification by the 

Commission. In the event that this Agreement is not so approved or accepted for filing in its 

entirety without modification, or the Comnission subsequently modifies this Agreement upon 

complaint or upon its own initiative, any Party may, irrespective of the notice provisions in 

Section 2.1, withdraw from this Agreement by giving thirty (30) days’ advance written notice to 

the other Parties. 

10.2 Changes. It is contemplated by the Parties that it may be appropriate from time 

to time to change, amend, modify, or supplement this Agreement to reflect changes in operating 
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practices, PJM procedures or for other reasons. Any such changes to this Agreement shall be in 

writing executed by the Pai-ties and subject to approval or acceptance for filing by the 

Coinrnission. It is the intent of the Parties that, to the maxiinuin extent peiinitted by law, the 

provisions of this Agreement shall not be subject to change under Sections 205 and 206 absent 

the written agreement of the Parties, and that the standard of review for changes unilaterally 

proposed by a Party, a non-Party or the Commission, acting sua sponte or at the request of a non- 

Pai-ty, shall be the public interest standard of review set foi-th in Urzited Gas P@e Line Co. 11. 

Mobile Gas Service Coup., 350 U.S. 332 (1956), Fedeid Power Coinmission v. Sierra Pacijk 

Power Co., 350 1J.S. 348 (1956), Moi-gan Staizley Capital Group, Iiic. 11" Public Utility District 

No. I ofSiiohomish Coiinty, 128 S.Ct. 2733 (2008), arid NRG Power Marlcetirzg, LLC 11. Maim 

Public Utilities Cornnzission, 130 S.Ct. 693 (2010). 
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IN WITNESS WHE OF, the Pai-ties have caused this Agreement to be 

executed and attested by their duly authorized officers on the day and year first above written. 

APPALACHIAN POWER COMPANY 

By: 

Title: 

INDIANA MICHIGAN POWER COMPANY 

By: 

Title: 

KENTUCKY POWER COMPANY 

By: 

Title: 

OHIO POWER COMPANY 

By: 

Title: 

AEP GENERATION RESOURCES INC. 

By: 

Title: 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 

By: 

Title: 



ANA ANY 

Joint Tariff Common Name: “Bridge Agreement” 

esignated Filing Company: Appalachian Power Company (APCo) 

Designated Filing Company Tariff Title: APCo Rate Schedules and Service 
Agreements Tariffs 

Designated Filing Company Tariff Program: FPA (Cost Based) 

Designated Filing Company Tariff Record Adopted by Reference (Record Content 
Description/Tariff Record Title): Rate Schedule No. 30 1, Bridge Agreement 

No limitations: All versions of the agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, Kentucky Power Company, Ohio Power Company and AEP Generation 
Resources Inc. will for an interim time period manage the off-system transactions of the 
parties beyond termination of the Pool Agreement and manage obligations to fulfill their 
Fixed Resource Requirement under PJM’s Reliability Assurance Agreement. 



RATE SCHEDULE NO. 301 

Joint Tariff Common Name: “Bridge Agreement” 

esignated Filing Company: Appalachian Power Company (APCo) 

Designated Filing Company Tariff Title: APCo Rate Schedules and Service 
Agreements Tariffs 

Designated Filing Company Tariff Program: FPA (Cost Based) 

Designated Filing Company Tariff Record Adopted by Reference (Record Content 
Description/Tariff Record Title): Rate Schedule No. 30 1 , Bridge Agreement 

No limitations: All versions of the agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, Kentucky Power Company, Ohio Power Company and AEP Generation 
Resources Inc. will for an interim time period inanage the off-system transactions of the 
pai-ties beyond termination of the Pool Agreement and manage obligations to fulfill their 
Fixed Resource Requirement under PJM’s Reliability Assurance Agreement. 



ANY 

Joint Tar ff Common 

EDULF, NO. 301 

lame: “Bridge Agreement” 

Designated Filing Company: Appalachian Power Company (APCo) 

Designated Filing Company Tariff Title: APCo Rate Schedules and Service 
Agreements Tariffs 

Designated Filing Company Tariff Program: FPA (Cost Based) 

Designated Filing Company Tariff Record Adopted by Reference (Record Content 
DescriptiodTariff Record Title): Rate Schedule No. 30 1, Bridge Agreement 

No limitations: All versions of the agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, Kentucky Power Company, Ohio Power Company and AEP Generation 
Resources Inc. will for an interim time period manage the off-system transactions of the 
parties beyond teimination of the Pool Agreement and rnanage obligations to fulfill their 
Fixed Resource Requirement under PJM’s Reliability Assurance Agreernent. 



ON CES INC. 

RATE SCWEDIJLE NO. 301 

Joint Tariff Common Name: “Bridge Agreement’’ 

Designated Filing Company: Appalachian Power Company (APCo) 

Designated Filing Company Tariff Title: APCo Rate Schedules and Service 
Agreements Tariffs 

Designated Filing Company Tariff Program: FPA (Cost Based) 

Designated Filing Company Tariff Record Adopted by Reference (Record Content 
Description/Tariff Record Title): Rate Schedule No. 30 1, Bridge Agreement 

No limitations: All versions of the agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, Kentucky Power Company, Ohio Power Company and AEP Generation 
Resources Inc. will for an interim time period manage the off-system transactions of the 
parties beyond termination of the Pool Agreement and manage obligations to fulfill their 
Fixed Resource Requirement under PJM’s Reliability Assurance Agreement. 



Attachment C 

1. Certificate of Concurrence - Indiana Michigan Power Company regarding the Power 
Coordination Agreement and Bridge Agreement 

2. Certificate of Concui-rence - Kentucky Power Company regarding the Power 
Coordination Agreement arid Bridge Agreement 

3. Certificate of Concurrence - Ohio Power Coinpany regarding the Bridge Agreement 

4. Certificate of Concuirence - AEP Generation Resources Inc. regarding the Bridge 
Agreement 



NCE 

This is to certify that Indiana Michigan Power Company (I&M), an Indiana 
corporation, assents to and concurs in the FERC FPA Electric Tariff described below, 
which Appalachian Power Company (APCo), the designated filing company, has filed in 
its “APCo Rate Schedules and Service Agreements Tariffs” database. 

1. Name of Tariff Adopted by Reference: Power Coordination Agreement 

APCO Tariff Record Adopted by Reference: Rate Schedule No. 300, Power 
Coordination Agreement 

Description of Tariff Rate Schedule under which APCo, I&M, Kentucky Power 
Coinpariy and American Electric Power Service Corporation (in an agency role) 
coordinate operation of their power supply resources. 

2. 

APCO Tariff Record Adopted by Reference: Rate Schedule No. 30 1 , Bridge 
Agreement 

Name of Tariff Adopted by Reference: Bridge Agreement 

Description of Tariff Rate Schedule under which APCo, I&M, Kentucky Power 
Company, Ohio Power Company and AEP Generation Resources Inc. will for an interim 
time period inanage the off-system transactions of the parties beyond termination of the 
Pool Agreement and manage obligations to fulfill their Fixed Resource Requirement 
under PJM’s Reliability Assurance Agreement. 

By: /John C. Crespo/ 
John C. Crespo, 
Deputy General Counsel - Regulatory Services 
Dated: October 26, 20 12 



This is to certify that Kentucky Power Coinpariy (KPCo), a Kentucky 
corporation, assents to and concurs in the FERC FPA Electric Tariffs described below, 
which Appalachian Power Company (APCo), the designated filing company, has filed in 
its “APCo Rate Schedules and Seivice Agreements Tariffs” database. 

1. Name of Tariff Adopted by Reference: Power Coordination Agreement 
APCO Tariff Record Adopted by Reference: Rate Schedule No. 300, Power 
Coordination Agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, KPCo and American Electric Power Service Corporation (in an agency role) 
coordinate operation of their power supply resources. 

2. 

APCO Tariff Record Adopted by Reference: Rate Schedule No. 30 1, Bridge 
Agreement 

Name of Tariff Adopted by Reference: Bridge Agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, KPCo, Ohio Power Company and AEP Generation Resources Inc. will for an 
interim time period manage the off-system transactions of the parties beyond termination 
of the Pool Agreement and manage obligations to fulfill their Fixed Resource 
Requirement under PJM’s Reliability Assurance Agreement. 

By: /John C. Crespo/ 
John C. Crespo, 
Deputy General Counsel - Regulatory Services 
Dated: October 26,20 12 



This is to certify that Ohio Power Company, an Ohio corporation, assents to 
and concurs in the FERC FPA Electric Tariff described below, which Appalachian Power 
Company (APCo), the designated filing company, has filed in its “APCo Rate Schedules 
and Service Agreements Tariffs” database. 

Name of Tariff Adopted by Reference: Bridge Agreement 

APCO Tariff Record Adopted by Reference: Rate Schedule No. 301, Bridge 
Agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, Kentucky Power Company, Ohio Power Company and AEP Generation 
Resources Inc. will for an interim time period inanage the off-system transactions of the 
parties beyond teiinination of the Pool Agreement and manage obligations to fulfill their 
Fixed Resource Requirement under PJM’s Reliability Assurance Agreement. 

By: /John C. Crespo/ 
John C. Crespo, 
Deputy General Counsel - Regulatory Seivices 
Dated: October 26,2012 



c IVCE 

This is to certify that AEP Generation Resources Inc. (AEP Generation 
Resources), a Delaware corporation, assents to and concurs in the FERC FPA Electric 
Tariff described below, which Appalachian Power Company (APCo), the designated 
filing company, has filed in its “APCo Rate Schedules and Service Agreements Tariffs” 
database. 
Name of Tariff Adopted by Reference: Bridge Agreement 

APCo Tariff Record Adopted by Reference: Rate Schedule No. 301, Bridge 
Agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, Kentucky Power Company, Ohio Power Coinpany and AEP Generation 
Resources Inc. will for an interim time period manage the off-system transactions of the 
parties beyond teiinination of the Pool Agreement and manage obligations to fulfill their 
Fixed Resource Requirement under PJM’s Reliability Assurance Agreement. 

By: /John C. Crespo/ 
John C. Crespo, 
Deputy General Counsel - Regulatoiy Services 
Dated: October 26,2012 
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Steven J. Ross 
2024296279 
sross@steptoe.com 

1330 Connecticut Avenue, NW 
Washington, DC 20036-1795 
202 429 3000 main 
w.steptoe.com 

October 3 1,20 12 

The Honorable Kimberly D. Bose 
S ecretaiy 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C. 20426 

Re: Appalachian Power Company 
Docket No. ER13- -000 

Indiana Michigan Power Company 
Docket No. ER13- -000 

Kentucky Power Company 
Docket No. ER13- -000 

Ohio Power Company 
Docket No. ER 13- -000 

AEP Generation Resources Inc. 
Docket No. ER13- -000 

Dear Secretary Bose: 

On behalf of Appalachian Power Company (“APCo”), Indiana Michigan Power 
Company (,‘I&M’), Kentucky Power Company (“KPCo”), and Ohio Power Company (“Ohio 
Power”), American Electric Power Service Corporation (“AEPSC”) hereby submits for filing, 
pursuant to Section 205 of the Federal Power Act (“FPA”), the Tariff Records associated with 
(i) the “Power Coordination Agreement among Appalachian Power Company, Indiana Michigan 
Power Company, Kentucky Power Company, and American Electric Power Seivice 
Corporation” (“Power Coordination Agreement”) and (ii) the “Bridge Agreement among 
Appalachian Power Company, Indiana Michigan Power Company, Kentucky Power Company, 
Ohio Power Company, AEP Generation Resources Inc. (“AEP Generation Resources”) and 
American Electric Power Seivice Corporation” (“Bridge Agreement”). In conjunction with these 
new rate schedules, AEPSC also provides notice of APCo’s, I&M’s, KPCo’s, and Ohio Power’s 
termination of (i) the Interconnection Agreement (“Pool Agreement”) and (ii) the AEP System 
Interim Allowance Agreement (“IAA”)“ AEPSC respectfully requests that the Commission 
establish November 30,2012, as the comment date for this filing.. This extended comment 
period would allow interested parties extra time (an additional nine days beyond what is 
set forth in 18 C.F.R. 6 35.8) to comment on the filingr 

mailto:sross@steptoe.com
http://w.steptoe.com
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This filing includes the following documents in addition to the relevant Tariff Records:’ 

1. Attachment A - Clean Tariff Attachments for the Power Coordination Agreement 
(APCo Rate Schedule No. 300; I&M Rate Schedule No. 300; and KPCo Rate 
Schedule No. 300); 

Attachment B - Clean Tariff Attachments for the Bridge Agreement (APCo Rate 
Schedule No. 301; I&M Rate Schedule No. 301; KPCo Rate Schedule No. 301; 
Ohio Power Rate Schedule No. 301; AEP Generation Resources Rate Schedule 
No. 301); and 

Attachment C - Certificates of Concurrence signed on behalf of I&M, KPCo, 
Ohio Power, and AEP Generation Resources. 

2. 

3. 

I. INTRODUCTION 

APCo, I&M, KPCo, Ohio Power: and AEPSC are wholly-owned subsidiaries of 
American Electric Power Company, Inc. (“AEP”). On Februaiy 10,2012, AEPSC filed, on 
behalf of itself and APCo, I&M, KPCo, Ohio Power and AEP Generation Resources Inc. (“AEP 
Generation Resources”): (1) a Power Cost Sharing Agreement Among APCo, I&M, KPCo and 
AEPSC; (2) a Bridge Agreement Among APCo, I&M, KPCo, Ohio Power, AEP Generation 
Resources and AEPSC; (3) notices of termination of (a) the Interconnection Agreement among 
APCo, I&M, KPCo, Ohio Power and AEPSC and (b) the AEP System Interim Allowance 
Agreement among APCo, I&M, KPCo, Ohio Power and AEPSC; and (4) related concurrences. 
AEPSC explained that the filing was made in conjunction with other filings implementing Ohio 
Power’s proposed corporate separation plan that, at that time, had been approved by the Public 
Utilities Commission of Ohio (“Ohio Commission”). The Coinmission assigned to these filings 
Docket Nos. ER12-1042, ER12-1043, ER12-1044, ER12-1045, and ER12-1046. 

On February 28,2012, AEPSC notified the Coinmission that by order issued on February 
23, 2012, the Ohio Coinmission withdrew its earlier approval of the proposed restructuring for 
Ohio Power and, therefore, these AEP companies were reconsidering how best to move fotward. 
For that reason, AEPSC stated that it was withdrawing each of the previous filings, including 
those made in the dockets referenced immediately above. AEPSC fitrther indicated that the AEP 
companies intended to pursue the matters covered by the filings at a later date, and would make 
the necessary filings at that time. This filing covers the agreements and matters that were the 
subject of the filings previously made in Docket Nos. ER 12- 1 042, ER 12- 1043, ER 12- 1044, 
ER12- 1045, arid ER12- 1046. 

’ The same filing is being submitted in four Tariff IDS, so the relevant Tariff Records will 

On December 3 1,201 1, Columbus Southern Power Company (“CSP”) was merged into 

vary with each of the four filings. Each of the filings includes Attachments A through C. 

and became part of Ohio Power. 

2 
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II. BACKGROUND 

Together with their affiliates Kingspoi-t Power Company (“Kingspoi-t”) and Wheeling 
Power Company (“Wheeling”), APCo, I&M, KPCo, and Ohio Power make up the AEP East 
utilities. The AEP East utilities are members of and operate within the footprint of PJM 
Interconnection, L.L.C. (“PJM’)). AEPSC is a service company that provides various services to 
the AEP East utilities and their affiliate utilities that operate within the footprints of the 
Southwest Power Pool (“SPP”) and the Electric Reliability Council of Texas (“ERCOT”). The 
AEP utilities in SPP and ERCOT are riot pai-t of and are not affected by this filing. 

The AEP East utilities have for decades operated as pai-t of an integrated public utility 
holding company system under the now-repealed Public Utility Holding Company Act of 1935. 
As pai-t of that arrangement, those companies that owned electric generating resources (APCo, 
CSP, I&M, KPCo, and Ohio Power) coordinated the planning and operations of their respective 
generating resources pursuant to their Interconnection Agreement (“Pool Agree~iient”).~ The 
parties to the Pool Agreement are refeired to herein as the “Pool Members,” which included CSP 
prior to January 1 , 20 12. Kingsport and Wheeling are riot parties to the Pool Agreement, as they 
do not own generation; they purchase their power requirements from APCo and Ohio Power, 
re~pectively.~ The Pool Members also are parties to the IAA, pursuant to which they have 
coordinated and integrated their compliance with certain environmental d e s  and regulations; 
Kingspoi-t and Wheeling are also not pai-ties to the IAA. 

For the reasons discussed below, each Pool Member provided notice to the other Pool 
Members (and to AEPSC) that it will terminate its participation under the Pool Agreement in 
accordance with the teiiriination provision in the agreement. In addition, the Pool Members have 
agreed to teiminate the IAA. Three of the cuirent Pool Members - APCo, I&M, and KPCo - 
together with AEPSC, have agreed to proceed under a new arrangement (the Power Coordination 
Agreement), and those members together with Ohio Power and AEP Generation Resources have 
agreed to enter into an interim ail-angenient to address post-Pool Agreement matters (the Bridge 
Agreement). 

Before discussing the new Power Coordination Agreement and the Bridge Agreement, set 
out below is an overview of the current Pool Agreement arid the reasons that the Pool Members 
provided notice to teiiniiiate that agreement. Also discussed below are the reasons that the Pool 
Members agreed to terminate the IAA as well. 

The Pool Agreement, which has been amended several times, is on file with the 3 

Commission as APCo’s Rate Schedule No. 20, CSP’s Rate Schedule No. 30, I&M’s Rate 
Schedule No. 17, KPCo’s Rate Schedule No. I I, and Ohio Power’s Rate Schedule No. 23. 

FPA Section 203, Wheeling will merge into APCo, and APCo will serve the foi-mer Wheeling 
retail load. Kingsport’s retail load will continue to be served through a wholesale purchase 
agreement with APCo. 

In a related proposed transaction for which Commission approval is being sought under 4 
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A. The Pool Agreement 

As the Commission previously has recognized, under the Pool Agreement, generation is 
planned and operated on a single-system basis in order to meet the needs of the customers of all 
the members of the agreement. AEP Geiieiming Coivpniiy nrid Kentucly Power Conzpnii y,  
38 FERC 7 61,243 at 61,812 (1987). Each Pool Member’s generating capacity obligation is 
determined based on its Meniber Load Ratio (“MLR”). MLRs are calculated monthly on the 
basis of each member’s non-coincident peak (“NCP”) demand in relation to the sum of the NCP 
demands of Pool Members during the preceding twelve months. Over the years, the Pool 
Members jointly satisfied the Pool’s combined need for capacity and energy even though, if 
viewed individually, some Pool Members from time to time had surplus generating capacity and 
others were capacity deficit. 

Under the Pool Agreement, Pool Members inalte or receive capacity payments based 
upon tlie extent to which they are deficit or sui-plus and the generation costs of the surplus 
members. The total capacity sui-plus in any given month for sui-plus members always equals the 
total capacity deficiency for the deficit members, producing a zero surplus/deficit balance for the 
Pool Members. The Pool Agreement also has an energy component. Energy transactions occur 
between the Pool Members such that each member has sufficient energy to meet its share of the 
system’s total sales made in that month. A Pool Member that produces more energy than needed 
to meet its requirements sells the excess to members that need additional energy to meet their 
total energy requirement. The sale is made at the seller’s average variable production cost for 
the month. The Pool Agreement also provides for the allocation among the Pool Members of the 
revenues and/or costs associated with power sales to, and purchases from, third parties. Each 
member receives its MLR share of the off-system sales margins associated wit11 any such sales. 

The Pool Agreement designates AEPSC as the Pool Members’ agent. The agent is 
responsible for, ainong other things, the coordination of the members’ respective generating 
resources, the arrangement of capacity and/or energy transactions with third parties, and the 
accounting for and preparation of the settlements for internal pool transactions ainong the Pool 
Members. 

B. Termination of the Pool Agreement 

Section 13.2 of the Pool Agreement provides: 

Any Member upon at least three years’ prior written notice to the 
other Members and Agent may terminate this agreement at the 
expiration of said initial period [December 3 1, 197 11 or at the 
expiration of any successive period of one year. 

On December 17,2010, in accordance with Section 13.2 of the Pool Agreement, each of the then 
five members of the pool provided notice to the other members (and to AEPSC) to teiininate the 
Pool Agreement on January 1,2014. Although the Pool Agreement has served the Pool 
Members and the other AEP East utilities and their customers well over the past six decades, 
cumulative changes in tlie structure of the electric industry led the Pool Members to determine 
that it was necessary to consider alternatives to the current structure, including having no 
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agreement among any of the AEP East utilities that own generation. These changes include 
evolving environmental regulations, the introduction of open access to transmission facilities, the 
advent of regional transmission organizations, movement toward industry deregulation, an 
increased emphasis on demand side management, and expanding coii~petition.~ In addition, Ohio 
Power is experiencing a substantial and growing number of retail customers switching to 
competitive retail service providers and is under a requirement to legally separate its generation 
and marketing business fiom its wires business in Ohio. 

These changes have raised questions as to the continuing viability of the Pool Agreement. 
In July 20 10, for example, the Virginia State Corporation Conuiiission (“Virginia Commission’,) 
issued an order in an APCo rate proceeding that directed APCo and AEP to submit a report 
regarding “the steps that can be taken to ameliorate the negative effects of high capacity charges 
on APCo and its customers.” APCo filed its report with the Virginia Commission, detailing, 
among other things, the liistoiy of the Pool Agreement, the changes over the years to the make- 
up of the members’ respective generating resource portfolios, and trends in the capacity 
equalization rates and energy rates. As APCo’s report noted, 

While it is undeniable that the [Pool Agreement] has provided 
tremendous benefits to each of the operating companies and their 
customers through its near 60 year existence, it has become 
increasingly difficult for AEP planners to confront the realities of 
today’s electric utility industiy with an allocation methodology 
from a far simpler era. This is evidenced by the fact that 
regulatoiy CoInmissions, including the [Virginia Commission] arid 
others have started to question . I . the Pool’s viability in the 
current power supply enviromnent.‘j 

In addition to the conceim raised by the Virginia Commission, over the past several years 
the Ohio Commission has issued a series of orders implementing legislation providing for the 
restructuring of the electric industry in Ohio. In accordance with the legislative initiatives, Ohio 
Power continues to develop and implement plans in Ohio related to these initiatives, which 
include a plan for Ohio Power to separate its generation resources and related facilities fiom its 

For example, five of the seven states in which the AEP East utilities operate currently 5 

have alternativehenewable energy portfolio requirements or goals, and the resources that qualify 
and the applicable standards vary significantly over time; some renewable standards include the 
use of energy efficiency programs while others include specific energy efficiency requirements 
or goals. In addition, demand response programs are addressed differently in different states; 
some peimit customers to enroll in PJM demand response prograins (either directly or through a 
third pai-ty aggregator), while others require enrollment with the utility. Each of these programs 
requires an accommodation of state- and operating-company specific requirements that were not 
contemplated under the Pool Agreement. 

Commission Case No. PUE-2009-00030 (January 4, 201 1). 
“Report of Capacity Matters” submitted by Appalachian Power Company in Virginia 
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transinission and distribution fa~ili t ies.~ Once such coi-porate separation is implemented, Ohio 
Power will be a transinission and distribution company. The consuimriation of coi-porate 
separation will inalte it infeasible for Ohio Power to hi-tlier participate under the Pool Agreement 
because, like Kingsport and Wheeling, Ohio Power will not own or operate generating units that 
would be available to the other Pool Members. Moreover, in accordance with the Ohio 
restructuring plan approved by the Ohio Coinmission, Ohio Power will conduct energy auctions 
under which it will procure portions of its energy requirements from mid-201 3 through May 3 1, 
201 5. Beginning Januaiy 1, 201 5,  Ohio Power will procure 100% of the energy associated with 
Ohio Power’s non-switching customers via competitive energy auctions. 

For the foregoing reasons, the Pool Members agreed to teiininate the existing Pool 

forward witli a new arrangement that is discussed in detail in Section I11 below. As noted above, 
the Pool Members’ respective December 17, 201 0 notices of termination provided for 
tei-rriination of the Pool Agreement to be effective on January 1, 20 14. 

The remaining Pool Members (Le., APCo, I&M, arid KPCo) have agreed to move 

The Pool Members have carehlly coordinated termination of tlie Pool Agreement with 
other arrangements in order to lessen any adverse impact on the Pool Members and their 
customers. For example, the Power Coordination Agreement discussed below provides a vehicle 
for the remaining Pool Members to participate collectively under a common capacity plan in 
PJM. That agreement also provides oppoi-tunities for collective creation and sharing of specified 
off-system sales margins. Similarly, the siinultarieous timing of the teiinination of the IAA, 
discussed iimnediately below, allows for the benefits and burdens froin terminating that 
agreement to be somewhat counterbalanced by the benefits and burdens of teiininating the Pool 
Agreement. In addition, it is currently contemplated that APCo and KPCo will obtain baseload 
generation previously owned by Ohio Power that will be designed to address the fact that APCo 
and KPCo, which are capacity deficit, will no longer be able to access capacity fi-om Pool 
Members that have surplus capacity.’ Finally, the Bridge Agreement discussed below in Section 

’ The Ohio Conmission approved the proposed coi-porate separation in two recently- 
issued orders. 111 the Matter of the Application of Coliiinbiis Soutlzeriz Power Company and Ohio 
Power Company to Establish a Starzdard Service Offer Pursiiant to Section 4928.143, Revised 
Code, in the Form ofan Electric Security P h i ,  Case Nos. 1 1 -346-EL-SSO and 1 1-348-EL-SSO 
(August 8, 2012), and In the Matter of the Application of Ohio Power Company for App~oval of 
an Aineizdmeizt to its Corpomte Separation Plan, Case No. 12- 1 126-EL-TJNC (October 17, 
2012). The transfer of Ohio Power’s assets is the subject of a conteinporaneous filing made witli 
this Coinmission pursuant to FPA Section 203. That transaction is expected to close on 
December 3 1,20 13, which coincides with the tei-rniriation of the Pool Agreement and the 
proposed effective dates (Januaiy 1, 2014) of the agreements submitted with this filing. 

The Pool Agreement has not been submitted though eTariff and thus may be cancelled 
by means of a Transmittal Letter. 

As described in the Corporate Separation Application filed with the Ohio Commission, 
immediately after the Ohio Power generating assets are transferred to AEP Generation 
Resources, APCo will obtain the transferred interest in Unit No. 3 of tlie Amos generating plant 
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IV provides for a fair allocation of the cost of meeting pre-existing PJM Fixed Resource 
Requirement (“FRR”)’” obligations and settling existing marketing arid trading positions 
will survive teiinination of the Pool Agreement. 

that 

The Commission has had occasion to review issues concerning the proposed withdrawal 
of one or more members fi-om an integrated holding company’s pool arrangements in Eizteragy 
Services, h c . ,  129 FERC 
aff’d, Coiirzcil of the City of New Orlearis, Loiiisiaiin 11. FERC, No. 11-1043 (D.C. Circuit, 
August 14,2012) (“Elzte~gy”). In that case, the Coinmission i-uled that there are three specific 
questions concerning the proposed withdrawal: whether the members are permitted to leave the 
ai-rangement; whether they are required to compensate any remaining members; and whether 
they have any “continuing obligations” to the remaining members. 129 FERC 7 61,143 at P 58. 
As confiiined by review of Section 13.2, the Pool Agreement peiinits each Pool Member to 
terminate its agreement (tlie equivalent of withdrawing from the agreement), and neither requires 
a terminating Pool Member to compensate the other Pool Members nor imposes upon a 
terminating Pool Member any continuing obligation to the other Pool Members. Section 13.2 is 
straightforward: a terminating Pool Member must simply provide the other Pool Members with 
three years’ prior written notice of its proposed termination. 

61,143 (2009); oi”~er-n%izyirzgreh’g, 134 FERCT 61,075 (2011); 

In Enter-gy, the Coimnission further ruled that acceptance of the members’ proposal to 
withdraw from the agreement does not turn on the justness and reasonableness of the potential 
successor arrangements; that determination is made when such arrangements are submitted for 
Corrunission review. 134 FERC 7 6 1,075 at P 24. As noted, APCo, I&M, and KPCo have 
agreed to a new set of ai-rangements, i.e., the Power Coordination Agreement. That agreement is 
discussed below, and any issues surrounding the justness and reasonableness of that agreement 
may be resolved in this docket. 

C. Termination of the IAA 

The IAA originally was submitted for filing on September 30, 1994, in Docket No. 
ER94-1670, and was accepted for filing by Letter Order issued in that docket on December 30, 

(APCo already owns the remaining interest in Amos TJnit No. 3) and a SO% undivided interest in 
tlie Mitchell generating plant, and KPCo will obtain the remaining 50% undivided interest in the 
Mitchell plant. An application seeking approval of the transfers to APCo and KPCo is being 
filed with the Commission contemporaneously herewith in accordance with FPA Section 203 I 

in connection with PJM’s Reliability Pricing Model (‘‘RPM’)“ In conjunction with the 
development of the RPM rules, PJM developed the FRR alternative, under which a load-serving 
entity (designated as an “FRR Entity”) has the option to submit an “FRR Capacity Plan” and 
meet a fixed capacity resource requirement rather than participate through the RPM capacity 
auction. In addition to meeting its own load obligations, an FRR Entity is required to reflect in 
its FRR Capacity Plan any retail load that switches to an alternative retail load-serving entity that 
opts not to submit its own FRR Capacity Plan. The FRR provisions of the RAA place the 
obligation to maintain sufficient capacity on the load-serving entity, which includes Ohio Power. 

lo The FRR provisions were added to the PJM Reliability Assurance Agreement (“RAA”) 
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1994, and made a supplement to each member’s Pool Agreement rate schedule designation, as 
shown below. On June 2 1, 1996, AEPSC, on behalf of the Pool Members, filed Modification 1 
to the IAA in Docket No. ER96-22 13. This modification was accepted for filing by L,etter Order 
issued in that docket on August 30, 1996. The cui-rent version of the IAA has been in effect 
since September I ,  1996, and has been given tlie following rate schedule designations:” 

Appalachian Power Company 
Columbus Southei-n Power Company 
Indiana Michigan Power Company 
Kentucky Power Company 
Ohio Power Company 

Supplement No. 9 to Rate Schedule No. 20 
Supplement No. 3 to Rate Schedule No. 30 
Supplement No. 10 to Rate Schedule No. 17 
Supplement No. 6 to Rate Schedule No. 11 
Supplement No. 9 to Rate Schedule No. 23 

The IAA was developed and entered into in connection with the Pool Members’ efforts to 
comply with the I990 amendments to the Clean Air Act, arid in particular Title IV thereto.” As 
implemented by the United States Environmental Protection Agency, the 1990 Amendments 
provided for, among other things, a sulhr dioxide (SO2) emission allowances regime that 
eventually would affect nearly all of the Pool Members’ electric generating units, with one 
allowance being equal to the right to emit one ton of S02. Consistent with the coordinated 
system operations under tlie Pool Agreement, the IAA was intended to provide for coordinated 
and integrated compliance with the 1990 Amendments through an equitable methodology to 
allocate emission allowances to the Pool Members and to allocate either the cost of acquiring, or 
the proceeds associated with the sale of, allowances to or from non-affiliated third parties. For 
administrative ease, each member would own its member load ratio share of allowances at the 
end of each year. The intei-nal transfer price for the allowances was established as the System 
Cost of Compliance ($1 15.4Yton in 1995, escalated annually at a fixed rate of 10.56%). For 
201 1, the System Cost of Compliance was $575.29; that figured escalated to $636.04 for 2012. 

Since the IAA was put into place in 1994 and subsequently modified in 1996, there have 
been significant changes in environmental rules and the markets associated with Title IV SO:! 
emissions allowances that make the IAA obsolete. These developments include most notably: 
(1) additional environmental compliance obligations added since 1994 whose stringency on 
power plant emissions has or will eclipse obligations under Title IV for SO2, (2) the continuing 
uncertainty surrounding the environmental compliance regulations, (3) the extension of AEP’s 
environmental controls program, which has resulted in the addition of scrubbers to thirteen AEP 
East generating units, (4) elimination, in pai-t as a result of the foregoing two factors, of any 
shortage of the Pool Members for Title IV SO:! allowances, and (5) the emergence of a robust 
secondary market for Title IV SO2 allowances and their cui-rent and projected availability at low 
cost fiorn that market. For all these reasons, the Pool Members agree that the IAA should 
terminate when the Pool Agreement terminates effective on January 1, 2014. 

I ’  Because the IAA was designated as a Supplement to the rate schedule that was the Pool 
Agreement, terminating the Pool Agreement rate schedule would result in termination of the 
IAA, absent the IAA being removed from the relevant rate schedule. 

’’ 104 Stat. 2584,42 U.S.C.A. 0 7561, et seq. (“1990 Amendments”). 
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111. THE POWER COORDINATION AGREEMENT 

The Power Coordination Agreement is designed to provic,,: APCo, I& I, and KPCo with 
the opportunity to (a) participate collectively under a coimnon FRR capacity plan in PJM, and 
(b) to participate in specified collective off-system sales and purchase activities. Ohio Power 
will not be a party to this agreement. The key difference between the Power Coordination 
Agreement and the cui-rent Pool Agreement is that under the new arrangement, generation will 
not be planned on a single-system basis; APCo, I&M, and KPCo individually will be required to 
own or contract for sufficient generation to meet their respective load and reserve obligations. I 3  

Likewise, the Power Coordination Agreement does not impose capacity equalization charges on 
deficit members. 

The Power Coordination Agreement generally provides for APCO, I&M, and KPCo 
(referred to in the agreement individually as an “Operating Company” or collectively as the 
“Operating Companies”) to coordinate their respective power supply resources. As with the 
cui-rent Pool Agreement, AEPSC will continue to act as the agent with responsibility for assisting 
each Operating Company in its evaluation of power supply resources to meet load requirements; 
assisting in the coordination and operation of each Operating Company’s power supply 
resources; conducting off-system purchases and sales on behalf of the Operating Companies; and 
coordinating the procurement of fuel, consuinables, emission allowances, and transportation 
services. See Article V. Goveinance under the Power Coordination Agreement will be 
accomplished through an Operating Coinrnittee consisting of representatives of each Operating 
Company and AEPSC as the agent. The Operating Committee’s primary duties will be to review 
procedures for cost and benefit allocations under the agreement and to coordinate efforts to 
implement measures necessary for the reliable and economic use of the Operating Companies’ 
respective power supply resources. See Article VI. 

The key provisions of the Power Coordination Agreement are set out in Article VI1 
(“Operating Company Planning and Operations”) and the related service schedules. Section 7.1 
provides that each of the Operating Companies will be individually responsible for planning to 
meet its capacity obligations. However, the Agent (AEPSC) will provide resource adequacy 
assessments (from the individual company and aggregate perspectives) and make 
recornmendations to each Operating Company as to the need to add power supply resources. 
The Agent also will make recornmendations as to the extent to which an Operating Company has 
temporary suiplus power supply resources that could be made available to one or both of the 
other Operating Companies or to third parties. Service Schedule A (“Collective Participation in 
the Applicable Regional Transmission Organization Capacity Market”) sets out the terms for 
collective participation under a common FF2R ”self-supply“ plan to meet their capacity 
obligations in PJM. Article VI1 also provides for the Agent to coordinate the scheduling of 
planned generation outages (Section 7.2), and to coordinate the dispatch of the Operating 

As noted above, to reflect the fact that the Pool Agreement enabled deficit members 13 

(APCo and KPCo) to access the capacity and energy of those members with surplus generation 
(such as Ohio Power), APCo and KPCo plan to obtain baseload generating assets previously 
owned by Ohio Power to enable them to meet their respective load and reserve obligations. 
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Companies’ respective generating resources subject to the direction of the applicable regional 
transmission organization (“RTO”) (Section 7.3). 

Section 7.5 sets out the teims for off-system transactions. Capacity transactions, 
discussed in Section 7.5.1, generally will be directly assigned to a specific Operating Company. 
Capacity purchases that are not directly allocated generally will be allocated to the Operating 
Company or Companies with the lowest expected capacity reserve margin(s) over the duration of 
the transaction. Capacity sales transactions that are not allocated to a specific Operating 
Company generally will be allocated to the Operating Company or Companies with the highest 
expected capacity reserve margin(s) over the duration of the transaction. This allocation method 
also applies to surplus capacity sales that occur under an RTO auction process; the 
implementation details are specified in Service Schedule A. That schedule discusses the 
treatment of auction revenues (A3) and the settlement procedures (A4). 

Section 7.5.2 of the Power Coordination Agreement addresses directly assigned energy 
transactions with third parties. Purchases and/or sales initiated at the direction of a specific 
Operating Company generally will be directly assigned to that company. Costs and revenues 
associated with an Operating Company’s off-system sales into and purchases from the RTO spot 
market will be directly assigned to that Operating Company. Section 7.5.3 applies to generation 
hedge transactions (for purposes of hedging generation output) and trading transactions (sales not 
associated with generation). The allocation of revenues and costs related to hedge transactions 
are specified in Seivice Schedule B (“Generation Hedge Transactions”) and the allocation of 
revenues and costs related to trading transactions are specified in Service Schedule C (“Trading 
Transactions”). 

Service Schedule B specifies the details concerning the generation hedge transactions. 
Item B2 of the schedule specifies that monthly net costs and revenues associated with these 
transactions generally will be ratably allocated among the Operating Cornpanies in proportion to 
their sui-plus MWhs (generation output arid dedicated energy purchases in excess of retail arid 
requirements wholesale load) for the month. Service Schedule C deals with trading transactions. 
Item C2 provides that transactions settled for a given month will be ratably allocated among the 
Operating Cornpanies in proportion to each company’s common shareholder equity balance, as 
determined based on the prior calendar year’s books and effective beginning June of the 
subsequent year. 

IV. BRIDGE AGFWEMENT 

In conjunction with and following the termination of the Pool Agreement, APCo, I&M, 
KPCo, Ohio Power, AEP Generation Resources and AEPSC (as agent) will operate under the 
Bridge Agreement. As its name implies, the Bridge Agreement is intended to be an interim 
arrangement that will be in place only for a short time. As discussed in more detail below, the 
Bridge Agreement addresses (a) the treatment of those purchases and sales made by the agent on 
behalf of the Pool Members that extend beyond termination of the Pool Agreement, arid (b) how 
APCo, I&M, KPCo, and Ohio Power will fulfill their existing FRR obligations under the PJM 
Reliability Assurance Agreement (“RAA”) through the PJM planning year 2014/2015 (ending 
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May 3 1, 2015). APCo, I&M, ICPCo, and Ohio Power are referred to in the Bridge Agreement as 
“Operating Companies.” 

Article I1 of the Bridge Agreement provides that the teiin coinmences upon the 
termination of the Pool Agreement and teiininates upon the later of the settlement of the 
contracts in the legacy marketing and trading portfolio or the end of Ohio Power’s FRR 
obligations. Article TI1 provides for AEPSC to serve as agent and to prepare suininaiy repoi-ts of 
activities under the Bridge Agreement. Ai-ticle IV provides for the creation of an Operating 
Coinmittee composed of a representative of each of the parties, with AEPSC’s representative 
serving as the chair of the Operating Committee. Certain fbnctions under the Bridge Agreement 
may be delegated to one or more subcommittees. 

The two key articles of the Bridge Agreement are Ai-ticle V (“FRR Obligation”) and 
Article VI (“Legacy Contracts”). The upcoming teiiniriation of the Pool Agreement required the 
Pool Members to adopt new arrangements to meet the AEP East FRR capacity obligations. 
Those arrangements are set out in Article V and, among other things, commit AEP Generation 
Resources to make its generation available to meet the Operating Companies’ FRR capacity 
obligations through the PJM Planning Year that ends on May 3 1 , 201 5. After that, Ohio Power’s 
role as an FRR Entity will terminate, and Ohio Power will participate in the RPM auctions to 
meet its residual capacity requirements. Section 5.1 provides for the Agent to analyze the 
Operating Companies’ FRR obligations in light of projected changes to their capacity resources 
or their capacity requirements, and to recommend a capacity resource plan to meet those 
obligations. The plan for the Operating Companies will be reviewed and must be unanimously 
approved by the Operating Companies. Section 5.2 provides for the Agent to collect infoiination 
during a PJM Planning Year and, based on that information, to alter the combination of capacity 
resources so as to meet the FRR capacity obligation in a way that minimizes compliance charges 
to the extent reasonably practicable. Section 5.3 provides that allocations of charges and credits 
associated with (i) capacity resource purchases and sales and (ii) FRR charges and credits will be 
based on an average of the Pool Members’ ML,Rs for each of the last twelve months preceding 
teiinination of the Pool Agreement (“Final MLR’). Finally, Section 5.4 provides that the 
fblfillment of the Operating Companies’ FRR capacity obligations, including the allocation of 
charges and credits, is governed by the Bridge Agreement and not by the Power Coordination 
Agreement discussed above until the 201 5/2016 PJM planning year. 

Article VI addresses the treatment of the “Legacy Contracts Portfolio,” which includes 
“Legacy Trading Contracts” (power purchases and sales made pursuant to the Pool Agreement) 
and “L,egacy Hedge Contracts” (physical and financial transactions that hedge the Pool 
Members’ generation resources) that are in effect at the time that the Pool Agreement is 
teiminated. Section 6.1.1 of the Bridge Agreement provides for the Agent to settle the Legacy 
Trading Contracts and Legacy Hedge Contracts in accordance with their contractual tei-ms. 
Gains and losses from settlement and liquidation of the Legacy Trading Contracts will be 
allocated among the parties based on the Final MLR. That section fbrther provides that the 
Agent may, from time to time, enter into new transactions on behalf of the Operating Companies 
to reduce the tenor arid risk of the portfolio (such new arrangements will then be treated as 
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Legacy Trading Contracts), but such new arrangements carmot extend beyond the final deliveiy 
month of the agreements in the portfolio of Legacy Trading Contracts. 

Section 6.1.2 provides for the Agent to allocate gains and losses from the settlement and 
liquidation of the Legacy Hedge Contracts to APCo, I&M, KPCo (collectively) and to AEP 
Generation Resources in a ratable manner based on the respective forecasted spot market energy 
sales of APCo, I&M, ICPCo (collectively) and AEP Generation Resources deteiinined as of the 
effective date of the Bridge Agreement. The forecasted spot market energy sales are derived 
from the forecasted output of generation minus forecasted internal load. If the forecasted 
internal load of either APCo, I&M, KPCo (collectively) or AEP Generation Resources exceeds 
the forecasted output of their respective owned or controlled generation for a given month, then 
APCo, I&M, ICPCo or AEP Generation Resources, as applicable, will not receive any allocation 
of gains or losses for that month, unless both are in that position, in which case gains or losses 
will be allocated ratably among APCo, I&M, KPCo, and AEP Generation Resources in 
proportion to the forecasted output of their owned or contracted generation. 

The remaining articles address standard commercial matters, such as billing (Article VII), 
force majeure (Article VIII), general rniscellaneous terrris (Article IX), and regulatory approvals 
(Article X). 

V. EFFECTIVE DATES 

AEPSC proposes that the termination of the current Pool Agreement (and the IAA) will 
occur on and the effective date of the proposed new Power Coordination Agreement will be 
January 1,2014. The Tariff Records for the Power Coordination Agreement are thus being 
submitted with a Januaiy 1, 2014 proposed effective date. AEPSC proposes that the new Bridge 
Agreement also become effective upon the termination of the current Pool Agreement on 
Januaiy 1,2014. The Tariff Records are thus also being submitted with a January 1,2014 
proposed effective date. 

AEPSC submits that this filing raises no material issues of fact that require resolution 
though hearing procedures. AEPSC therefore respectfully requests that the Cornmission accept 
the filing without condition or modification and without initiating any further proceedings, and 
permit the Power Coordination Agreement and the Bridge Agreement to become effective on 
January 1, 2014, in conjunction with the termination of the Pool Agreement and the IAA. 

VI. GENERAL FILING INFORMATION 

In compliance with the requirements of 18 C.F.R. 3 35.13, AEPSC states as follows: 

A. 
The documents provided with this filing include this Transmittal Letter and the materials 

General Information - 18 C.F.R. 8 35.13(b) 

listed above. The persons upon whom this filing has been served are set out below in Section 
VII. A description of and the reasons for the rate changes proposed are discussed in this 
Transmittal Letter. AEPSC further states that there are no costs included in the agreements that 
have been alleged or judged in any administrative or .judicial proceeding to be illegal, 
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duplicative, or unnecessary costs that are demonstrably the product of discriminatoiy 
einployinent practices. 

B. 

AEPSC requests waiver of those provisions in Section 35.13 that would require AEPSC 
to subinit cost-of-seivice and revenue data. First, this filing qualifies for the abbreviated filing 
requirements under Section 35.13(a)(Z)(iii) because the companies are not proposing a rate 
increase. In addition, the Power Coordination Agreement and the Bridge Agreement are entirely 
new ai-rangements and, therefore, no meaningful comparison may be made of revenues that were 
collected under prior ai-rangeinents. The Power Coordination Agreement provides for voluntary 
capacity and/or energy transactions at market prices, which, of course, fluctuate. The Bridge 
Agreement does not provide for any new transactions among the parties, but rather for the AEP 
East generating companies to continue to make their capacity available to meet the pre-existing 
FRR obligations. The Bridge Agreement also addresses marketing and trading positions under 
existing transactions, which will turn on prevailing market prices. 

Cost of Service Information - 18 C.F.R. 5 35.13(c) 

VII. CORRESPONDENCE AND SERVICE 

AEPSC requests that any coi-respondence or coinrnunications with respect to this filing be 
sent to the following: 

Chad Heitineyer 
Regulatory Case Manager 
American Electric Power 

Service Corporation 
1 Riverside Plaza 
Columbus, OH 432 15 

caheitineyer@aep.coin 
(614) 716-3303 

John C. Crespo 
Deputy General Counsel - Regulatory Services 
American Electric Power 

Seivice Coi-poration 
1 Riverside Plaza 
Coluinbus, OH 432 15 

jccrespo@aep.com 
(614) 716-3727 

Steven J. Ross 
Carol Gosain 
Steptoe & Johnson LLP 
1330 Connecticut Avenue, N.W 
Washington, DC 20036 

sross@steptoe.com 
cgosain@steptoe.com 

(202) 429-6279 

A copy of this filing will be seived on the Indiana Utility Regulatory Commission, the 
Kentucky Public Service Commission, the Michigan Public Service Commission, the Public 
Utilities Coinmission of Ohio, the Tennessee Regulatory Authority, the Virginia State 
Corporation Commission, and the Public Service Comnission of West Virginia. In addition, a 
copy of this filing will be posted on AEP's website at: 

http://www I aep .corn/investors/cut-rentRegulatoryactivity/regulatoi~/ferc" aspx 

mailto:jccrespo@aep.com
mailto:sross@steptoe.com
mailto:cgosain@steptoe.com
http://www


The Honorable Kimberly D. Bose 
October 3 1,20 12 
Page 14 of 14 

VPII. CONCLUSION 

For the foregoing reasons, AEPSC respectfully requests that the Coinmission accept for 
filing, without condition or modification, the Power Coordination Agreement and the Bridge 
Agreement. If you have any questions concerning this filing, please do not hesitate to contact the 
undersigned. 

Respectfully submitted, 

AMERICAN ELECTRIC POWER 
SERVICE CORPORATION 

John C. Crespo 
Deputy General Counsel - Regulatoiy Services 
American Electric Power 

Seivice Coi-poration 
1 Riverside Plaza 
Columbus, OH 432 15 

Steven J. Ross 
Carol Gosain 
Steptoe & Johnson LLP 
1330 Connecticut Avenue, N.W. 
Washington, DC 20036 

Attorneys for 
American Electric Power Seivice Corporation 

Attachments 
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Power Coordination Agreement Among Appalachian Power Company, Indiana 
Michigan Power Company, Kentucky Power Company and American Electric Power 
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1. Tariff Record, APCo - Rate Schedule No. 300 

2. Tariff Record, KPCo - Rate Schedule No. 300 
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RATE SCHEDULE No. 300 

POWER COORDINATION AGREEMENT 

among 

APPALACHIAN POWER COMPANY, 

INDIANA MICHIGAN POWER COMPANY, 

KENTUCKY POWER COMPANY 

and 

AMERICAN ELECTIUC POWER SERVICE CORPORATION 

as Agent 

Tariff Submitter: Appalachian Power Company 
FERC Program Name: FERC FPA Electric Tariff 
Tariff Title: APCo Rate Schedules and Service Agreements Tariffs 
Tariff Proposed Effective Date: 01/01/2014 
Tariff Record Title: Power Coordination Agreement 
Option Code: A 
Record Content Description: Rate Schedule No. 300 
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POWER COORDINATION AGREEMENT 

THIS AGREEMENT is made and entered into as of this - day of Y 

20 13, by and among Appalachian Power Company (“APCo”), Indiana Michigan Power 

Company (“I&M’), Kentucky Power Company (“KPCo”) and American Electric Power Seivice 

Corporation (”AEPSC”) as agent (“Agent”) to APCo, I&M and KPCo. 

RECITALS: 

WHEREAS, APCo, I&M and KPCo (collectively the “Operating Companies” or 

individually “Operating Company”) own and operate electric generation, transmission and 

distribution facilities with which they are engaged in the business of generating, transmitting and 

selling electric power to the general public and to other electric utilities; 

WHEREAS, the Operating Companies’ electric facilities are now and have been for 

many years interconnected through their respective transmission facilities and transmission 

facilities of third parties at a number of points (hereby designated and hereinafter called 

“Interconnection Points”); 

WHEREAS, APCo, I&M and KPCo provide power to serve retail and wholesale 

customers in Indiana, Kentucky, Michigan, Tennessee, Virginia and West Virginia; 

WHEREAS, APCo, I&M and KPCo believe that they can continue to achieve 

efficiencies and economic benefits through the coordinated operation of their respective power 

supply resources; 

WHEFEAS, the Operating Companies recognize that APCo, I&M and KPCo will (a) 

participate in the organized power markets of a regional transmission organization and (b) 

receive allocations of off-system sales and purchases with other parties on bases that fairly assign 

or allocate the costs and benefits of these transactions; 
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WHEREAS, the achievement of the foregoing will be facilitated by the perfoiinance of 

cei-tain services by an Agent; 

WHEREAS, AEPSC is the service company affiliate of APCo, I&M and ICPCo and as 

such performs a variety of services on their behalf in accordance with applicable rules and 

regulations of the Federal Energy Regulatory Commission (“Commission”); and 

WHEREAS, AEPSC is willing to serve as Agent to APCo, I&M and KPCo under this 

Agreement with respect to generation-related activities. 

NOW, THEW,FORE, in consideration of the premises and the inutual covenants and 

agreements herein set forth, the Parties mutually agree as follows: 

ARTICLE I 
DEFINITIONS 

1.1 Agreement ineans this Power Coordination Agreement among APCo, I&M, 

KPCo and Agent, including all Service Schedules arid attachments hereto. 

1.2 Dedicated Wholesale Customer means a wholesale customer whose load is 

served by an Operating Coinpany that has undertaken, by contract, an obligation to sewe that 

customer’s partial or full requirements load and to acquire power supply resources and other 

resources necessary to meet those requirements. 

1.3 Generation Hedge Transactions means Off-System Transactions entered into 

for the pui-pose of hedging the output of the generation assets of one or more of the Operating 

Companies. 

1.4 Industry Standards means all applicable national and regional electric reliability 

council and regional transmission organization principles, guides, criteria, standards and 

practices. 
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1.5 Internal Load means all sales of power by an Operating Company to its Retail 

Customers and Dedicated Wholesale Customers, including losses. As distinguished from Off- 

System Sales, Intei-nal Load is principally characterized by the Operating Company assuming the 

load obligation as its own power commitment. 

1.6 Off-System Sales means all wholesale power sales by an Operating Company 

other than sales to the Retail Customers and Dedicated Wholesale Customers that comprise the 

Operating Company’s Internal Load. 

1.7 Off-System Purchases means wholesale power purchases by an Operating 

Company or Operating Companies for any of the following reasons: (a) to reduce power supply 

costs, (b) to serve load requirements, (c) to provide reliability of supply, (d) to satisfy state 

specific requirements or goals or (e) to engage in Off-System Sales. 

1.8 Off-System Transactions means Off-System Sales, Off-System Purchases and 

any other types of power-related wholesale transactions, whether physical or financial, on behalf 

of an Operating Company or Operating Companies, excluding sales to Intei-nal Load customers. 

1.9 Operating Committee means the administrative body established pursuant to 

Article VI for the purposes specified within this Agreement. 

1.10 Party means each of APCo, I&M, KPCo and Agent, individually, and Parties 

means APCo, I&M, KPCo and Agent, collectively. 

1.11 Retail Customer means a retail power customer on whose behalf an Operating 

Company has undertaken an obligation to obtain power supply resources in order to supply 

electricity to reliably meet the electric needs of that customer. 
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1.12 Service Schedules means the Service Schedules attached to this Agreement and 

those that later may be agreed to by the Parties arid accepted for filing by the Commission, as 

they may be amended from time to time. 

1.13 Spot Market means the day ahead, real time (balancing) or similar short-term 

energy marltet(s) operated by the applicable regional transmission organization(s), typically 

characterized by energy that is selected and delivered on an hourly, or more frequent, basis 

during that same day or the next calendar day. 

1.14 System Emergency means a condition which, if not promptly corrected, threatens 

to cause imminent harm to persons or property, including the equipment of a Party or a Third 

Party, or threatens the reliability of electric service provided by an Operating Company to Retail 

Customers or Dedicated Wholesale Customers. 

1.15 Third Party or Third Parties means any entity or entities that are not a Pai-ty or 

Parties. 

1.16 Trading Transactions means Off-System Transactions that are not Generation 

Hedge Transactions or otheiwise sourced or hedged from, dedicated to, or associated with the 

generation assets or Internal Load of the Operating Companies. 

ARTICLE I1 
TERM OF AGW,EMENT 

2.1 Term and Withdrawal. Subject to Coinmission approval or acceptance for 

filing, this Agreement shall take effect on January 1, 2014, or such other date permitted by the 

Commission, arid shall continue in full force and effect until (a) teiininated by mutual agreement 

or (b) upon no less than twelve (12) months' written notice by one Party to each of the other 

Parties, after which time the notifying Party will be withdrawn from the Agreement and the 
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Agreement will continue in full force and effect for the remaining Parties except for such 

modifications necessary to remove the withdrawn Party. 

ARTICLE 111 
OBJECTIVES 

3.1 Purpose. The purpose of this Agreement is to provide a contractual basis for 

coordinating the power supply resources of the Operating Companies to achieve economies and 

efficiencies consistent with the provision of reliable electric service and an equitable sharing of 

the benefits and costs of such coordinated arrangements. This Agreement is based on the 

premise that each Operating Company will maintain sufficient long-term power supply resources 

to meet its Internal Load requirements. 

ARTICLE IV 
SCOPE AND FtELATIONSHIP TO OTHER AGREEMENTS 

AND SERVICES 

4.1 Scope. The transactions governed by this Agreement are subject to, and may be 

limited from time to time by applicable state and federal laws, and the regulations, rules, and 

orders of applicable regulatory agencies regarding the purchase and sale of energy and/or 

capacity among affiliates. This Agreement is not intended to preclude the Parties from entering 

into other arrangements between or among themselves or with Third Parties. This Agreement is 

intended to operate in addition to, not in lieu of, power market transactions and settlements that 

occur between each Operating Company or the Operating Companies collectively and any 

applicable regional transmission organizations. 

4.2 Transmission. This Agreement is intended to apply to the coordination of the 

power supply resources of, and loads served by, the Operating Companies. It is not intended to 
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apply to the coordination of transmission facilities owned or operated by the Operating 

Companies. 

ARTICLE V 
AGENT 

5.1 Agent’s Functions. Subject to the direction of the Operating Committee, Agent 

agrees to: 

(a) assist in evaluations concerning Operating Company power supply resource 

adequacy, including generation additions, retirements, acquisitions and 

dispositions; 

assist in the coordination of the operation and maintenance of the Operating 

Companies’ respective power supply resources; 

administer the participation and financial settlement of the Operating Companies 

in the power markets of the applicable regional transmission organization; 

conduct Off-System Transactions on behalf of one or more Operating Companies; 

prepare and deliver to the Parties a monthly settlement statement and make 

available as requested supporting details for any Party to inspect for a period of 

time not to exceed three (3) years from the date expenses were incurred or 

revenues received; 

(b) 

(c) 

(d) 

(e) 

(0 acquire and coordinate transmission and ancillary seivices fiom affiliated and 

non-affiliated transmission providers for use with respect to transactions between 

or among the Operating Companies under this Agreement and Off-System 

Transactions; 
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assist in the coordination of the Operating Companies’ procurement of, but not 

necessarily limited to, fuel, consumables, emission allowances and transportation 

services; arid 

perfoiiii such other activities and duties as inay be requested from time to time by 

a Party or Parties. 

Appointment and Acceptance of Authority; Delegation of Duties 

5.2.1 Appointment of Agent. As of the effective date of this Agreement as 

specified in Section 2.1, the Operating Companies delegate to AEPSC, as the Agent, and 

AEPSC, as the Agent, hereby accepts responsibility and authority for the duties listed in 

Section 5.1 and elsewhere in this Agreement and shall perform each of those duties under 

the direction of the Parties. 

5.2.2 Delegation of Duties. With the prior written consent of the other Parties, 

AEPSC inay assign all or a part of its responsibilities under this Agreement to another 

entity. 

ARTICLE VI 
COMPOSITION AND DUTIES OF 
THE OPERATING COMMITTEE 

6.1 Operating; Committee. By written notice to the other Parties, each Party shall 

name one representative (“Representative”) to act for it in matters pertaining to this Agreement 

and its implementation. A Party may change its Representative at any time by written notice to 

the other Parties. The Representatives of the respective Parties shall comprise the Operating 

Committee. The Agent’s Representative shall act as the chairman of the Operating Committee 
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(“Chairman”). All decisions of the Operating Coininittee shall be by a simple majority vote of 

the Representatives. 

6.2 Meeting Dates. The Operating Coininittee shall hold meetings at such times, 

means, and places as the members shall determine. Minutes of each Operating Cornmittee 

meeting shall be prepared and maintained. 

6.3 Duties. The Operating Cornnittee shall have the duties listed below, unless such 

duties are otherwise assigned by a vote of the Operating Coimnittee to the Agent, in which case 

the Agent shall perform such duties: 

(a) reviewing and providing direction concerning the equitable sharing of costs and 

benefits under this Agreement among the Operating Companies; 

(b) administering and interpreting this Agreement and malting any amendments 

hereto, subject to any necessary regulatory approvals, including such amendments 

that are proposed in response to a change in regulatory requirements applicable to 

one or more of the Operating Companies or changes concerning an applicable 

regional transmission organization; 

reviewing and, if necessary, amending the duties and responsibilities of the 

Agent; and 

ensuring coordination for other matters not specifically provided for herein that 

the Operating Committee considers necessary to the reliable and economic use of 

each Operating Company’s power supply resources. 

In the event that an action of the Operating Conmiiittee results in a change to the 

settlement process(es) among the Operating Companies, such modified settlement will normally 

occur on a prospective basis only, however, this may include past billing periods back to the 

(c) 

(d) 
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beginning of the first full billing month preceding the date of action of the Operating Committee. 

Such modifications will be subject to the tei-ms of Article IX as applicable. 

ARTICLE VI1 
OPERATING COMPANY PLANNING AND OPERATIONS 

7.1 Operating Company and System Planning. Each Operating Company, with 

support from the Agent, will be individually responsible for its own capacity planning. Each 

Operating Company will be responsible for maintaining an adequate level of generation 

resources to meet its own Internal L,oad requirements for capacity and energy, including any 

required reseive margins, and shall bear all of the resulting costs. 

The Agent shall assess the adequacy of the power supply resources of the 

Operating Companies from the perspective of each Operating Company and the Operating 

Companies collectively, taking into account reserve requirements, capacity status in the 

applicable regional transmission organization, state integrated resource plans as applicable, each 

Operating Company’s load forecast, changing regulatory sti-uctures and requirements and all 

other criteria applicable by law or regulation to each Operating Company. The Agent will 

subsequently make recommendations to each Operating Company regarding the need for 

additional power supply resources. In making this evaluation, the Agent, in conjunction with 

each Operating Company, will assess whether economies and efficiencies may be achieved by 

selecting power supply resources for joint ownership between or among more than one 

Operating Company, subject to regulatory, transmission, economic, and operational constraints 

and approvals. Sirnilarly, the Agent, under the direction of the Operating Committee, will assess 

and make recommendations to each Operating Company as to whether that Operating Company 
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has power supply resources in excess of its needs (short-teim or long-teiin) that could be made 

available to the other Operating Companies or Third Parties. 

All capacity transactions between the Operating Companies will be made under 

such teiins and at rates that are mutually agreeable to the Operating Companies. Transactions 

among the Operating Companies with Third Pai-ties for sales and purchases of capacity under 

this Agreement shall be made as described under Section 7.5.1 and Service Schedule A. 

Notwithstanding any of the foregoing, the actual addition or disposition of power supply 

resources will be conditioned on compliance with all applicable state and other regulatory 

requirements and requirements of the applicable regional transinission organization. 

7.2 Generation Resource Outage Planning. The Agent, on behalf of the Operating 

Companies, will coordinate the scheduling of planned generation resource outages in order to 

suppoi? reliability and manage costs. 

7.3 Generation Resource Dispatch. The generation resources of each of the 

Operating Companies will be dispatched by the Agent under the direction of the applicable 

regional transmission organization. 

7.4 Regional Transmission Organization. Transactions. Each Operating Company 

shall be individually responsible for charges it incurs and credits it receives due to its 

participation in the power markets of a regional transmission organization. Such costs and 

revenues will be assigned or allocated directly by the applicable regional transmission 

organization or its agent where practical. The Operating Companies may collectively participate 

from time to time in specific markets of the regional transmission organization or to meet cei-tain 

regional transmission or reliability organization requirements, in which case the allocation of 
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resulting revenues and/or costs, if any, will be perfoiiiied as specified herein or as otherwise 

approved by the Operating Coimnittee. 

Notwithstanding the foregoing, in the event that two or more Operating 

Companies collectively participate in the capacity market of an applicable regional transmission 

organization, meaning that such Operating Companies’ resources and load obligations are 

combined and administered collectively to participate in and satisfy the reliability requirements 

of the applicable regional transmission organization’s capacity market, such participation will be 

administered and financially settled as described under Seivice Schedule A. 

7.5 Off System Transactions 

7.51 Capacity Purchases and Sales with Third Parties. Off-System 

Transactions of capacity initiated at the direction of an Operating Company will 

be directly assigned to that Operating Company whenever reasonably possible. 

Any Off-System Purchases of capacity not directly assigned to an Operating 

Company will noiinally be allocated to the Operating Company or Operating 

Companies with the lowest capacity reseive inargin(s) over the applicable period 

at the time of the transaction. Any Off-System Sales of capacity not directly 

assigned to an Operating Company will noiinally be allocated to or among the 

Operating Company or Operating Companies with the highest reseive inargin(s). 

Notwithstanding the foregoing, Off-System Transactions of capacity that 

occur under the capacity auction processes of the applicable regional transmission 

organization will be directly assigned to a specific Operating Company based on 

the results of such auctions or, if two or inore Operating Companies are 

collectively participating in a regional transmission organization’s capacity 
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market, the Off-System Transactions of capacity will be allocated to such 

Operating Companies as specified under Service Schedule A. 

7.5.2 Directlv Assigned Energy Purchases and Sales with Third 

Parties. Off-System Transactions of energy initiated at the direction of an 

Operating Company will be directly assigned to that Operating Company 

whenever reasonably possible. Costs and revenues associated with each 

Operating Company’s Off-System Sales of energy and Internal Load energy 

purchases from the applicable regional transmission organization in the Spot 

Market, including the purchase of any energy deficits or sales of any energy 

surpluses, will be directly assigned to that Operating Company. 

7.5.3 Generation Hedge Transactions and Trading Transactions. 

Revenues and costs associated with Generation Hedge Transactions, including 

revenues and costs associated with the settlement of Generation Hedge 

Transactions in the Spot Market or other markets of the applicable regional 

transmission organization, will be allocated among the Operating Companies by 

the Agent as specified under Service Schedule B. 

Revenues and costs associated with Trading Transactions, including 

revenues and costs associated with the settlement of Trading Transactions in the 

Spot Market or other markets of the applicable regional transmission 

organization, will be allocated among the Operating companies by the Agent as 

specified under Service Schedule C. 

7.6 Emergency Response. In the event of a System Emergency, no adverse 

distinction shall be made between the customers of any of the Operating Companies. Each 
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Operating Company shall, under the direction of the applicable regional transmission 

organization, make its power supply resources available in response to a System Emergency. 

Notwithstanding the foregoing, it is understood that transmission constraints or other factors may 

litnit the ability of an Operating Company to respond to a System Emergency. 

ARTICLE VI11 
ASSIGNMENT OF COSTS AND BENEFITS 

OF COORDINATED OPERATIONS 

8.1 Service Schedules. The costs and revenues associated with coordinated 

operations as described in Article VI1 shall be distributed among the Operating Companies in the 

manner provided in the Service Schedules utilizing the billing procedures described in Article 

IX. It is understood and agreed that all such Seivice Schedules are intended to establish an 

equitable sharing of costs and/or benefits among the Operating Companies, and that 

circumstances may, fiom time to time, require a reassessment of the relative costs and benefits of 

this Agreement, or of the methods used to apportion costs and benefits under the Service 

Schedules. Upon an action of the Operating Committee, any of the Service Schedules may be 

amended as of any date agreed to by the Operating Committee by majority vote, subject to the 

receipt of any necessary regulatory authorizations. 

ARTICLE IX 
BILLING PROCEDURE23 

9.1 Records. The Agent shall maintain such records as may be necessary to 

determine the assignment of costs and revenues of coordinated operations pursuant to this 

Agreement. Such records shall be made available to the Parties upon request for a period not to 

exceed three (3) years. 
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9.2 Monthlv Statements. As promptly as practicable after the end of each calendar 

month, the Agent shall prepare a statement setting forth the monthly summaiy of costs and 

revenues allocated or assigned to the Operating Companies in sufficient detail as may be needed 

for settlements under the provisions of this Agreement. As required, the Agent may provide 

such statements on an estimated basis and then adjust those statements for actual results. 

9.3 Bil1ing;s and Pavments. The Agent shall be responsible for all billing between 

the Operating Companies and other entities with which they engage in Off-System Transactions 

pursuant to this Agreement. Payments among the Operating Companies, if any, shall be made by 

remittance of the net amount billed or by malting appropriate accounting entries on the books of 

the Parties. The entire amount shall be paid when due. 

9.4 Taxes. Should any federal, state, or local tax, surcharge or similar assessment, in 

addition to those that may now exist, be levied upon the electric capacity, energy, or services to 

be provided in connection with this Agreement, or upon the provider of service as measured by 

the electric capacity, energy, or services, or the revenue therefrom, such additional amount shall 

be included in the net billing described in Section 9.3. 

9.5 Billing; Errors. If a Party discovers a billing ei-ror pertaining to a prior billing for 

reasons including, but not limited to, missing or erroneous data or calculations, including those 

caused by meter, computer or human error, a correction adjustment will be calculated. Except as 

the Operating Committee may authorize in the exercise of reasonable discretion, the correction 

adjustment shall not be applied to any period earlier than the beginning of the first full billing 

month preceding the discovery of the error, nor will interest accrue on such adjustment. The 

correction adjustment will be applied as soon as practicable to the next subsequent regular 
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monthly bill. Any ovei-paid amount attributed to such billing ei-rors shall be retuiiied by the 

owing Party upon deteiinination of the coi-rect amount with no interest. 

9.6 Billing Omissions. Within one (1) year froin the date on which a bill should have 

been delivered, if a Party’s records reveal that the bill was not delivered, tlieri the Agent shall 

deliver to the appropriate Pai-ty a bill within one (1) month of this determination. Any ainounts 

collected or reiinbursed due to such omissions shall exclude interest. The right to payment is 

waived with respect to any amounts not billed within this period. 

9.7 Billing Disputes. The Pai-ties shall have the right to dispute the accuracy of any 

bill or payment for a period not to exceed one month from the date on which the bill was initially 

delivered. Following this one-month period, the right to dispute a bill is permanently waived for 

any and all reasons including but not limited to, (a) errors, (b) oinissions, (c) Agent’s actions, and 

(d) the Operating Committee’s decisions, Agreement interpretations and direction in the 

administration of the Agreement. Any ainounts collected or reimbursed due to such disputes 

shall exclude interest. 

ARTICLE X 
FORCE MAJEUW, 

10.1 Events Excusing Performance. No Party shall be liable to another Party for or 

on account of any loss, damage, injury, or expense resulting froin or arising out of a delay or 

failure to perforin, either in whole or in part, any of the agreements, covenants, or obligations 

made by or imposed upon the Parties by this Agreement, by reason of or through strike, work 

stoppage of labor, failure of contractors or suppliers of materials (including fuel, consurnables or 

other goods and services), failure of equipment, environmental restrictions, riot, fire, flood, ice, 

invasion, civil war, commotion, insui-rection, military or usurped power, order of any court or 
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regulatoiy agency granted in any boiza"fide legal proceedings or action, or of any civil or inilitaiy 

authority either de facto or de jure, explosion, Act of God or the public enemies, or any other 

cause reasonably beyond its control and not attributable to its neglect. A Party experiencing such 

a delay or failure to perfoiln shall use due diligence to remove the cause or causes thereof; 

however, no Party shall be required to add to, modify or upgrade any facilities, or to settle a 

strike or labor dispute except when, according to its own best .judgment, such action is advisable. 

ARTICLE XI 
DELIVERY POINTS 

11.1 Delivery Points. All electric energy delivered under this Agreement shall be of 

the character coimonly known as three-phase sixty-cycle energy, and shall be delivered at the 

various Interconnection Points where the transmission systems of the Operating Companies are 

interconnected, either directly or through transmission facilities of third parties, at the nominal 

unregulated voltage designated for such points, and at such other points and voltages as may be 

detei-rnined and agreed upon by the Operating Companies. 

ARTICLE XI1 
GENERAL 

12.1 Adherence to Industry Standards. The Pai-ties agree to make their best effoi-ts 

to conform to Industry Standards as they affect the implementation of and conduct pei-taining to 

this Agreement. 

12.2 No Third Party Beneficiaries. This Agreement does not create rights of any 

character whatsoever in favor of any person, corporation, association, entity or power supplier, 

other than the Parties, and the obligations herein assumed by the Pai-ties are solely for the use and 
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benefit of the Pai-ties. Nothing in this Agreement shall be construed as permitting or vesting, or 

attempting to permit or vest, in any person, corporation, association, entity or power supplier, 

other than the Pai-ties, any rights hereunder or in any of the resources or facilities owned or 

controlled by the Pai-ties or the use thereof. 

12.3 Waivers. Any waiver at any time by a Pai-ty of its rights with respect to a default 

under this Agreement, or with respect to any other matter arising in connection with this 

Agreement, shall not be deemed a waiver with respect to any subsequent default or matter. Any 

delay, short of the statutory period of limitation, in assei-ting or enforcing any right under this 

Agreement, shall not be deemed a waiver of such right. 

Successors and Assigns. This Agreement shall inure to the benefit of and be 

binding upon the Parties only, and their respective successors and assigns, and shall not be 

assignable by any Party without the written consent of the other Pai-ties except to a successor in 

12.4 

the operation of its properties by reason of a reorganization to comply with state or federal 

resti-ucturing requirements, or a merger, consolidation, sale or foreclosure whereby substantially 

all such properties are acquired by or merged with those of such a successor. 

12.5 Liabilitv and Indemnification. SUBJECT TO ANY APPLICABLE STATE OR 

FEDERAL LAW THAT MAY SPECIFICALLY RESTRICT LIMITATIONS ON LIABILITY, 

EACH PARTY SHALL RELEASE, INDEMNIFY, AND HOLD HARMLESS THE OTHER 

PARTIES, THEIR DIRECTORS, OFFICERS AND EMPLOYEES FROM AND AGAINST 

ANY AND ALL LIABILITY FOR L,OSS, DAMAGE OR EXPENSE ALLEGED TO ARISE 

FROM, OR BE INCIDENTAL TO, INJURY TO PERSONS AND/OR DAMAGE TO 

PROPERTY IN CONNECTION WITH ITS FACILITIES OR THE PRODTJCTION OR 

TRANSMISSION OF ELECTRIC ENERGY BY OR THROUGH SUCH FACILITIES, OR 
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RELATED TO PERFORMANCE OR NON-PERFORMANCE OF THIS AGREEMENT, 

INCLUDING ANY NEGLIGENCE ARISING HEREUNDER. IN NO EVENT SHAL,L ANY 

PARTY BE LIABLE TO ANOTHER PARTY FOR ANY INDIRECT, SPECIAL, 

INCIDENTAL, OR CONSEQUENTIAL, DAMAGES WITH RESPECT TO ANY CLAIM 

ARISING OTJT OF THIS AGREEMENT. 

12.6 Headings. The descriptive headings of the Articles, Sections and Service 

Schedules of this Agreement are used for convenience only, and shall not modify or restrict any 

of the teiins and provisions thereof. 

12.7 Notice. Any notice or demand for perfoiinance required or peiinitted under any 

of the provisions of this Agreement shall be deeined to have been given on the date such notice, 

in writing, is deposited in the 1J.S. mail, postage prepaid, cei-tified or registered mail, addressed 

to the Pai-ties at their principal place of business at 1 Riverside Plaza, Columbus, Ohio 4.3215, or 

in such other foiin or to such other address as the Pai-ties inay stipulate. 

12.8 Interpretation. In this Agreement: (a) unless otheiwise specified, references to 

any Article or Section are references to such Article or Section of this Agreement; (b) the 

singular includes the plural arid the plural includes the singular; (c) unless otheiwise specified, 

each reference to a requireinent of any goveimental entity or regional transmission organization 

includes all provisions amending, modifying, supplementing or replacing such goveimnental 

entity or regional transinission organization from time to time; (d) the words “including,” 

“includes” and “include” shall be deemed to be followed by the words “without limitation”; (e) 

unless otlieiwise specified, each reference to any agreement includes all amendments, 

modifications, supplements, and restatements inade to such agreement from time to time which 

are not prohibited by this Agreement; (r) the descriptive headings of the various Articles and 
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Sections of this Agreement have been inserted for convenience of reference only and shall in no 

way modify or restrict the tei-ms and provisions thereof; and (8) “herein,” “hereof,” “hereto” and 

“hereunder” and similar teiins refer to this Agreement as a whole. 

ARTICLE XI11 
REGULATORY APPROVAL, 

13.1 Regulatorv Authorization. This Agreement is subject to and conditioned upon 

its approval or acceptance for filing without material condition or modification by the 

Commission. In the event that this Agreement is not so approved or accepted for filing in its 

entirety or without conditions or inodifications unacceptable to any Pai-ty, or the Commission 

subsequently modifies this Agreement upon complaint or upon its own initiative (as provided for 

in Section 13.2), any Pai-ty may, irrespective of the notice provisions in Section 2.1, withdraw 

from this Agreement by giving thirty (30) days’ advance written notice to the other Pai-ties. 

13.2 Changes. It is contemplated by the Parties that it may be appropriate from time 

to time to change, amend, modify, or supplement this Agreement, including the Service 

Schedules and any other attachments that may be made a part of this Agreement, to reflect 

changes in operating practices or costs of operations or for other reasons. Any such changes to 

this Agreement shall be in writing executed by the Pai-ties and subject to approval or acceptance 

for filing by the Commission. It is the intent of the Parties that, to the maximum extent permitted 

by law, the provisions of this Agreement shall not be subject to change under Sections 205 and 

206 of the Federal Power Act absent the written agreement of the Pai-ties, and that the standard of 

review for changes unilaterally proposed by a Party, a Third Party, or the Commission, acting 

sua sponte or at the request of a Third Party, shall be the public interest standard of review set 

forth in United Gas Pipe Line Co. v. Mobile Gas Service Corp., 350 U.S. 332 (1956), Federal 
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Powei- Comniission 17. Sieri-a Pacijk Power Co., 350 U.S. 348 (1 956), Morgar? Stanley Capital 

Group, Inc. 11. Pirblic Utility District No. 1 of Snohoinish Cotinty, 128 S.Ct. 2733 (2008), and 

NRG Power Marlietirig, LLC v. Maim Public Utilities Coimiissioii, 130 S.Ct. 693 (20 10). 

IN WITNESS WHEIWOF, the Parties have caused this Agreement to be executed and 

attested by their duly authorized officers on the day and year first above written. 

APPALACHIAN POWER COMPANY 

By: 

Title: 

INDIANA MICHIGAN POWER COMPANY 

By: 

Title: 

KENTUCKY POWER COMPANY 

By: 

Title: 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 

By: 

Title: 
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COLLECTIVE PARTICIPATION IN THE APPLICABLE REGIONAL 
TRANSMISSION ORGANIZATION CAPACITY MARKET 

Al- Duration. This Service Schedule A shall become effective and binding when the 

Agreement of which it is a part becomes effective, and shall continue in full force and effect 

throughout the duration of the Agreement unless teiininated or suspended. 

A2 - Availability of Service. This Service Schedule A governs the administration and 

settlement of capacity during such times that multiple Operating Companies are participating, on 

a collective basis, in the capacity market of the applicable regional transmission organization as 

specified under Section 7.4. 

A3 - Auction Sales Revenues. Any revenues resulting from capacity sold into the 

applicable regional transmission organization’s planning year(s) capacity auction will normally 

be allocated to or among the Operating Company or Operating Companies with the highest 

reserve rnargin(s) over such planning year(s). Such allocation will occur regardless of which 

capacity resources of the Operating Companies are cleared and/or designated to fulfill the 

auction commitment. 

A4 - Delivery Year and Post-Delivery Year Settlement. During a given regional 

transmission organization planning year (i.e., the delivery year), the Agent will manage the 

capacity resources needed to meet the combined Operating Companies’ capacity obligations and 

coinmitments to the applicable regional transmission organization. 

If capacity resource perfoiinance charges are assessed by the applicable regional 

transmission organization for a given delivery year, the total net charge will be allocated among 

the Operating Companies ratably in proportion to each Operating Company’s contribution to the 

total charge. Each Operating Company’s contribution to the total charge will be determined by 
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the Agent by computing a total MW position for each Operating Company by subtracting its 

total capacity obligation in MWs from its total capacity resources in MWs. This result will be 

hrtlier adjusted by adding or subtracting as applicable the net total MWs of actual under- 

performance or over-performance of each Operating Company’s capacity resources during the 

delivery year as computed by the applicable regional transmission organization. Any Operating 

Company with a resulting net short MW position, meaning that its capacity obligation MWs are 

greater than its capacity resource MWs including any M W s  of over-performance or under- 

performance, will be allocated a share of the total net perfoiinance charge from the applicable 

regional transmission organization based on the Operating Company’s net short M W  position. 

If the total net charge assessed by the applicable regional transmission organization is 

greater than zero, such calculations and the corresponding allocation will be made following the 

end of the applicable delivery year. If a total net charge is assessed by the applicable regional 

transmission Organization which is greater than zero (O), even though each Operating Company 

has a computed contribution of zero (0) as described above, the total net charge will be allocated 

utilizing each Operating Company’s delivery year capacity obligation MWs. 
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SERVICE SCHEDULE B 
GENERATION HEDGE TRANSACTIONS 

B1 - Duration. This Service Schedule B shall become effective and binding when the 

Agreement of which it is a pai-t becomes effective, and shall continue in h l l  force and effect 

throughout the duration of the Agreement unless teiininated or suspended 

B2 - Service. This Seivice Schedule B govei-ris energy-related Off-System Transactions 

made pursuant to Section 7.5.3 of the Agreement that are associated with Generation Hedge 

Transactions as defined in Section 1.3. The total monthly net costs and revenues from the 

settlement of Generation Hedge Transactions will be allocated among the Operating Companies 

ratably in proportion to the total of each Operating Company's sui-plus MWhs for the month, as 

determined by the Agent. Surplus MWhs will be computed as the total of all MWs in hours in 

which an Operating Company's MW output of its generation assets and dedicated energy 

purchases, excluding Spot Market purchases, exceeded that Operating Company's Internal Load. 

If the above allocation would result in any Operating Company being allocated revenues 

or costs associated with more than one hundred and fifteen percent (1 15%) of its monthly surplus 

MWhs as coniputed above, such excess(es) above that amount will be allocated to all of the 

Operatirig Companies ratably in propoi-tion to the sum of each Operating Company's hourly M W  

output of its generation assets for the month, 
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TRADING TRANSACTIONS 

C1 - Duration. This Seivice Schedule C shall become effective and binding when the 

Agreement of which it is a part becomes effective, and shall continue in full force and effect 

throughout the duration of the Agreement unless teiininated or suspended 

C2 - Service. This Seivice Schedule C governs the financial allocation and settlement of 

Off-System Transactions made pursuant to Section 7.5.3 of the Agreement that are associated 

with Trading Transactions as defined in Section 1.16. All Trading Transactions settled for a 

given month will be allocated among the Operating Coinpanies ratably in proportion to each 

Operating Company's total coinmon shareholder equity balance. The total coirmion shareholder 

equity balance for each Operating Company as of the end of the previous calendar year will be 

determined annually by the Agent. These balances will then be applied to allocate settled 

Trading Transactions among the Operating Companies during the subsequent twelve-month 

period beginning June 1 and ending May 3 1. 
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EDULE No. 301 

BRIDGE AGREEMENT 

among 

APPALACHIAN POWER COMPANY, 

INDIANA MICHIGAN POWER COMPANY, 

KENTUCKY POWER COMPANY, 

OHIO POWER COMPANY, 

AEP GENERATION RESOURCES INC. 

and 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 

as Agent 

Tariff Submitter: Appalachian Power Company 
FERC Program Name: FERC FPA Electric Tariff 
Tariff Title: APCo Rate Schedules and Service Agreements Tariffs 
Tariff Proposed Effective Date: 01/01/2014 
Tariff Record Title: Bridge Agreement 
Option Code: A 
Record Content Description: Rate Schedule No. 301 
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BRIDGE AGREEMENT 

IS AGREEMENT is made and entered into as of this - day of ,2013, 

by and among Appalachian Power Company (“APCo”), Indiana Michigan Power Company 

(“I&M”), Kentucky Power Company (“KPCo”), Ohio Power Company (“OPCo” and, 

collectively with APCo, I&M and KPCo, the “Operating Companies”), AEP Generation 

Resources Inc. (“AEP Generation Resources”) and American Electric Power Service 

Corporation (“Agent” and, collectively with APCo, I&M, KPCo, OPCo and AEP Generation 

Resources, the “Parties”). 

RECITALS: 

WHEFUiAS, the Operating Companies are each wholly-owned subsidiaries of American 

Electric Power Company, Inc. (“AEP”) and members of the Interconnection Agreement (“Pool 

Agreement”), which has been in effect since 195 1 ; 

WHEFUCAS, each member of the Pool Agreement has provided notice to the other 

members (and to the Agent) that it will terminate its participation in the Pool Agreement in 

accordance with the teiinination provisions thereof; 

WHEREAS, pursuant to the Pool Agreement, the Operating Companies have made joint 

wholesale purchases and sales of physical power (at market based rates), and of financial power, 

for the purpose of hedging the output of the Operating Companies’ generation assets, some of 

which will not expire until after the Pool Agreement teiiriinates (“L,egacy Hedge Contracts”); 

WHEREAS, in addition to the Legacy Hedge Contracts, the Operating Companies have 

made other joint wholesale purchases and sales of physical power (at market based rates), and of 

financial power and related commodities, pursuant to the Pool Agreement under joint purchase 

and sale contracts, some of which will also not expire until after the Pool Agreement terminates 

(collectively the “Legacy Trading Contracts”); 

WHEW,AS, the Operating Companies desire to jointly share in the gains and losses 

resulting from the settlement and liquidation in the market of the Legacy Hedge Contracts and 

Legacy Trading Contracts (collectively, the “Legacy Off-System Sales Portfolio”); 

WHEREAS, the Operating Companies have previously elected to fulfill their capacity 

obligations to PJM pursuant to the Fixed Resource Requirement (“FRR”) alternative under the 
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PJM Reliability Assurance Agreement through and including Planning Year 2014/2015 (the 

“Operating Companies’ FRR Obligation”) and desire to continue to fiilfill those obligations; 

WHEREAS, the Public Utilities Coinmission of Ohio in a Finding and Order issued 

October 17,2012 in Case No. 12-1 126-EL-UNC has authorized OPCo to conduct an intei-nal 

corporate reorganization under which its generation and power marketing businesses will be 

separated froin its transmission and distribution businesses consistent with Ohio restructuring 

law and OPCo’s structural corporate separation plan; 

WHEREAS, for the benefit of the Operating Companies, this Agreement commits the 

retained capacity resources of AEP Generation Resources, which it acquired from OPCo as a 

result of coiporate separation and pursuant to the Asset Contribution Agreement, to filfillirig the 

Operating Companies’ FRR Obligation through and including Planning Year 20 14/20 15; arid 

WHEREAS, pursuant to OPCo’s corporate separation plan and the teiins of the Asset 

Contribution Agreement between OPCo and AEP Generation Resources, AEP Generation 

Resources will succeed to all of OPCo’s right, title and interest in and to its generation arid 

power marketing business (excepting the limited generation assets specifically retained by 

OPCo) and to all associated liabilities, including all of OPCo’s allocations of (1) gains and losses 

from the Legacy Off-System Sales Portfolio, (2) the Operating Companies’ FRR Obligations, ( 3 )  

FRR Charges and Credits, and (4) all costs and liabilities associated with the foregoing, from 

which AEP Generation Resources will indemnify, defend and hold haixiless OPCo pursuant to 

the tei-rns of the Asset Contribution Agreement. 

NOW, THEREFORE, in consideration of the premises and the mutual covenants and 

agreements herein set forth, the Parties mutually agree as follows: 

ARTICLE I 

DEFINITIONS 

1.1 Capacity Resources means, in respect of any Planning Year, the megawatts of 

net capacity froin the Operating Companies and AEP Generation Resources eligible to satisfy the 

Operating Companies’ FRR Obligation. 

1.2 Capacity Requirement means, in respect of any Planning Year, the megawatts of 

net capacity from the Operating Companies and AEP Generation Resources required to satisfy 

the Operating Companies’ FRR Obligation. 

1.3 Commission means the Federal Energy Regulatory Commission. 
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1.4 Final MLR means, for each ineinber of the Pool Agreement, the arithmetic 

average of the member’s MLR for each of tlie twelve full calendar inontlis preceding the 

termination of tlie Pool Agreement. 

Charges and Credits ineans all PJM charges and credits arising froin or 

relating to the Operating Companies’ FRR Obligation, including but not limited to capacity 

auction revenues and cost of compliance with tlie Operating Companies’ FRR Obligations under 

the PJM Reliability Assurance Agreement. 

1.6 Member Demand ineans Member Load Obligation deteiinined on a clock-hour 

integrated kilowatt basis, as set forth in Section 5.4 of the Pool Agreement. 

1.7 Member Load Obligation means an Operating Company’s internal load plus any 

film power sales to un-affiliated and affiliated companies other than the Operating Companies, 

principally characterized by the Operating Company assuining the load obligation as its own 

fiiin power cormnitmerit and by the Operating Company retaining advantages acciuing froin 

meeting the load, as set foi-th in Section 5.2 of the Pool Agreement. 

1.8 Member Load Ratio or MLR means the ratio of a particular Operating 

Company’s Member Maximum Deinand in effect for a calendar month to the sum of all of the 

Operating Companies’ Member Maxiinum Demands in effect for such month, as set foi-th in 

Section 5.6 of the Pool Agreement. 

1.9 Member Maximum Demand ineans the Member Maximum Demand in effect 

for a calendar month for a particular Operating Company, which shall be equal to the maxirnuin 

Member Demand experienced by said Operating Company during the twelve consecutive 

calendar months next preceding such calendar month, as set forth in Section 5.5 of the Pool 

Agreement I 

1.10 Operating Committee means the administrative body established pursuant to 

Article IV for the purposes therein specified. 

1.1 1 PJM means PJM Interconnection, LLC, a regional transmission organization 

approved by the Commission. 

1.12 Planning Year means each period of June 1 though May 31 of tlie following 

year during the term of this Agreement, in whole or in part, which period constitutes a planning 

year as defined by PJM. 
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ARTICLE: I 

TERM[ OF AGREEMENT 

2.1 Term. Sub.ject to Coinmission approval or acceptance for filing, this Agreement 

shall take effect upon the effective date of the corporate separation of OPCo’s generation and 

power marketing businesses from its transmission and distribution businesses and shall continue in 

full force and effect until the later of the settlement of the Legacy Off-System Sales Portfolio or 

the end of the Operating Companies’ FRR Obligation under this Agreement, provided, however, 

that the Parties’ obligations under Article V will only apply to the period starting on the effective 

date of this Agreement and ending May 3 1, 201 5. The Agent will provide notice to the Operating 

Companies and AEP Generation Resources of the end of the teim of this Agreement. 

ARTICLE 111 

AGENT 

3.1 Delegation and Acceptance of Authoritv. The Operating Companies and AEP 

Generation Resources hereby delegate to the Agent and the Agent hereby accepts responsibility 

and authority for the duties specified in this Agreement. Except as herein expressly established 

otherwise, the Agent shall perfoim each of those duties in consultation with the Operating 

Committee. 

3.2 Reporting;. The Agent shall provide periodic suimnaiy reports of its activities 

under this Agreement to the Parties and shall keep the Parties and the Operating Coimiiittee 

infolined of situations or problem that may materially affect the outcome of these activities. 

Furthermore, the Agent agrees to report to the Parties and to the Operating Comnittee in such 

additional detail as is requested regarding specific issues or projects under its supervision as 

Agent. The Agent will carry out its responsibilities under this paragraph in accordance with the 

regulations of the Coinmission. 

ARTICLE IV 

OPERATING COMMITTEE 

4.1 Operating Committee. By written notice to the other Parties, each Party shall 

name one representative (“Representative”) to act for it in matters pertaining to this Agreement 

and its implementation. A Party may change its Representative at any time by written notice to 

the other Parties. The Representatives of the respective Parties shall comprise the Operating 

Committee. The Agent’s Representative shall act as the chairman of the Operating Committee 
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(“Chaiiinan”). All decisions of the Operating Coininittee shall be by a simple majority vote of 

the Representatives. 

4.2 Subcommittees. The Chairman, or any other Representative, sub.ject to a 

majority of the Operating Committee concui-ring, may create a subcommittee or working group 

of the Operating Committee (“Subcommittee”). Membership in a Subcoinmittee will be 

determined by the Operating Committee. Subcommittees shall perfoiin the duties assigned to 

them and shall repoi-t to the Operating Coininittee on all matters refei-red to them. Actions of a 

Subcommittee shall be reported in the form of proposals or recommendations to the Operating 

Committee and shall have no force or binding effect except by action of the Operating 

Committee. 

4.3 Meeting; Dates. The Operating Committee and each Subcommittee thereof shall 

hold meetings at such times, means, and places as the members shall determine. Minutes of each 

Operating Committee and Subcommittee meeting shall be prepared and maintained. 

4.4 Information for Use of the Agent. The Pai-ties shall cooperate in providing to 

the Agent the information it reasonably requests and shall supplement or correct any such 

infoi-rnation on a timely basis. 

ARTICLE V 

FRR OBLIGATION 

5.1 Annual Capacitv Resource Planning. Prior to each Planning Year, the Agent 

will analyze the impacts on the Operating Companies’ FRR Obligation of projected and realized 

changes to Capacity Resources and Capacity Requirements and prepare a recoimnended 

Capacity Resource plan for the Operating Companies’ FRR Obligation. The plan will describe 

whether additional Capacity Resources should be made available to the market and whether 

additional Capacity Resources should be procured for the applicable Planning Year. The poi-tion 

of the Capacity Resource plan that applies to the Capacity Resources of the Operating 

Cornpanies is subject to their unanimous written approval in consultation with the Agent. The 

portion of the Capacity Resource plan that applies to the Capacity Resources of AEP Generation 

Resources is subject to its written approval in consultation with the Agent. The Agent will have 

no duty to provide to AEP Generation Resources any poi-tion of the Capacity Resource plan that 

applies to the Capacity Resources of the Operating Companies. If a Capacity Resource plan 

submitted by the Agent is rejected by the Operating Companies or by AEP Generation 
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Resources, then the Agent will revise and resubmit the plan in accordance with the foregoing 

procedures until the plan is accepted by both the Operating Companies and AEP Generation 

Resources. 

5.2 . During each Planning Year, the 

Agent will collect Capacity Resource information from the Operating Companies and AEP 

Generation Resources and may alter the combination of Capacity Resources in the plan based on 

that information to maintain the Operating Companies’ compliance with the PJM Reliability 

Assurance Agreement and to minimize compliance charges to the extent reasonably practicable. 

The Agent will implement the Capacity Resource plan for the Operating Companies’ FRR 

Obligation, and any plan adjustments, with PJM. During each Planning Year, the Operating 

Companies and AEP Generation Resources will each perfoiin testing of their Capacity Resources 

in accordance with the PJM Reliability Assurance Agreement and in consultation with the Agent. 

5.3 Allocation of Capacitv-Related Charges and Credits. The Agent will allocate 

PJM charges and credits associated with (1) Capacity Resource purchases and sales (excepting 

only those purchases and sales related to the generation assets specifically retained by OPCo) 

and (2) FRR Charges and Credits, among APCo, KPCo, I&M and AEP Generation Resources, as 

successor to the FRR obligations of OPCo, based on the Final MLR. 

5.4 Other Agreements. The fblfillinent of tlie Operating Companies’ FRR 

Obligation, including the allocation of any associated charges and credits, for the Planning Years 

covered by this Article V, shall be governed by this Agreement and not by the Power 

Coordination Agreement among APCo, KPCo, I&M and the Agent. 

ARTICLE VI 

LEGACY CONTRACTS 

6.1 Legacy Trading Portfolio. The Agent will settle and liquidate the Legacy 

Trading Portfolio in the market in accordance with the tenns of the Legacy Trading Contracts 

and Legacy Hedge Contracts. 

6.1.1 Legacv Trading Contracts. The Agent shall allocate gains and losses 

arising from the settlement and liquidation of the Legacy Trading contracts in the market 

among APCo, KPCo, I&M and AEP Generation Resources, as successor to the 

generation-related obligations of OPCo, based on tlie Final MLR. The Agent may, from 

time to time, enter into new transactions on behalf of the Operating Companies that are 
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dedicated to the portfolio of Legacy Trading contracts with the intent of reducing the 

tenor and/or risk of that portfolio, arid those additional transactions will also be deemed 

Legacy Trading Contracts, provided that the Agent will not enter into any such 

transaction whose teiin extends beyond the final delivery month of the portfolio of 

Legacy Trading Contracts on the effective date of this Agreement. 

6.1.2 LePacy Hedge Contracts. The Agent shall allocate gains and losses 

arising from the settlement and liquidation of the Legacy Hedge Contracts in the market 

to (1) APCo, KPCo and I&M collectively (the “Integrated AEP-East Utilities”) and (2) 

AEP Generation Resources, as successor to the generation-related obligations of OPCo, 

in a ratable manner based on the respective forecasted spot market energy sales of the 

Integrated AEP-East Utilities, collectively, and AEP Generation Resources, deteiinined 

as of the effective date of this Agreement. The forecasted spot market energy sales for 

the Integrated AEP-East Utilities, collectively, and AEP Generation Resources will be 

calculated in monthly increments based on the forecasted output of their owned or 

contracted generation minus forecasted inteimal load. The forecasted internal load for the 

Integrated AEP-East Utilities is defined as the forecasted amount of megawatt-hours 

associated with their retail and firm wholesale loads in the aggregate, using the most 

recent forecast available as of the effective date of this Agreement. The forecasted 

internal load for AEP Generation Resources is defined as the forecasted amount of 

megawatt-hours to be provided by AEP Generation Resources to OPCo, under the Ohio 

Power Supply Agreement between those parties, and to any non-Parties, under other firm 

wholesale contracts, if any, determined as of the effective date of this Agreement. The 

monthly forecasts will be calculated through and including the final delivery month of the 

portfolio of Legacy Hedge Contracts. Any allocation of gains and losses to the Integrated 

AEP-East Utilities will be shared among APCo, KPCo and I&M in a ratable manner 

based on their forecasted spot market energy sales. If the forecasted internal load of 

either the Integrated AEP-East Utilities or AEP Generation Resources exceeds the 

forecasted output of their respective owned or controlled generation for a given month, 

then the Integrated AEP-East Utilities or AEP Generation Resources, as applicable, will 

not receive any allocation of gains or losses for that month, unless both are in this 

position in which case gains or losses will be allocated ratably among APCo, KPCo, I&M 
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and AEP Generation Resources in proportion to the forecasted output of their owned or 

contracted generation. 

6.2 Legacy Trading: Contracts Administration. The Agent will administer the 

scheduling, billing, settlement and liquidation in the market of the Legacy Off-System Sales 

Portfolio, and will provide such information, reports and position data to each Party as is 

requested regarding the Party’s allocation of the Legacy Off-System Sales Portfolio. Any gains 

and losses arising from the liquidation of the Legacy Off-System Sales Portfolio shall be 

governed and allocated by this Agreement and not by the Power Coordination Agreement among 

APCo, KPCo, I&M and the Agent. 

ARTICLE VI1 

BILLING PROCEDURES 

7.1 Records. The Agent will maintain the records necessaiy to determine the 

allocation of all gains, losses, charges and credits under this Agreement. Such records shall be 

made available to the Operating Companies and to AEP Generation Resources upon request for a 

period not to exceed thee  (3) years. 

7.2 Monthlv Statements. As promptly as practicable after the end of each calendar 

month, the Agent shall prepare a statement setting forth the monthly summary of all gains, 

losses, charges and credits allocated or assigned to the Parties in sufficient detail as may be 

needed for settlements under the provisions of this Agreement. As required, the Agent may 

provide such statements on an estimated basis arid then a4just those statements for actual results. 

7.3 Billings and Payments. The Agent shall handle all billing between the Parties 

and non-Parties regarding the Legacy Contract Portfolio and the Operating Companies’ FRR 

Obligation. Payments by the Operating Companies and AEP Generation Resources shall be 

made by remittance of the net amount billed to the applicable Party or by making appropriate 

accounting entries on the books of the Parties. The entire amount shall be paid when due. 

7.4 Taxes. Should any federal, state, or local tax, surcharge or similar assessment, in 

addition to those that may now exist, be levied upon the services to be provided in connection 

with this Agreement, or upon the provider of service as measured by the services or the revenue 

therefrom, such additional amount shall be included in the billing described in this Article VII. 

7.5 Billing Errors. If the Agent or any other Party discovers a billing ei-ror 

pertaining to a prior billing for reasons including, but not limited to, billing omissions or missing 
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or erroneous data or calculations (including those caused by meter, computer or human ell-or), a 

corrective adjustment will be calculated by the Agent. Except as the Operating Committee inay 

authorize in the exercise of reasonable discretion, the coi-rectiori adjustment shall not be applied 

to any period earlier than the beginning of the first full billing month preceding the discovery of 

the ell-or, nor will interest acciue on such adjustment. The coiTective adjustment will be applied 

as soon as practicable to the next subsequent regular monthly bill. Any ovei-paid ainouiit 

attributed to such billing errors shall be retui-ned by the owing Pai-ty upon deteimination of the 

coi-rect ainount with no interest. 

7.6 Billing; Disputes. The Pai-ties shall have the right to dispute the accuracy of any 

bill or payment for a period not to exceed one month frorn the date on which the bill was initially 

delivered. Following this one inonth period, the right to dispute a bill is peiinanently waived for 

any and all reasons including but not limited to, (a) ei-rors, (b) oinissions, (c) Agent’s actions, and 

(d) the Operating Committee’s decisions, Agreement interpretations and direction in the 

administration of the Agreement. Any amounts collected or reimbursed due to such disputes 

shall exclude interest. 

ARTICLE VI11 

FORCE MAJEURE 

8.1 Events Excusing; Performance. No Party shall be liable to another Pai-ty for or 

on account of any loss, damage, injuiy, or expense resulting froin or arising out of a delay or 

failure to perfoiin, either in whole or in pai-t, any of the agreements, covenants, or obligations 

made by or irnposed upon the Pai-ties by this Agreement, by reason of or through strike, work 

stoppage of labor, failure of contractors or suppliers of inaterials (including fuel, consurnables or 

other goods and services), failure of equipment, environmental restrictions, riot, fire, flood, ice, 

invasion, civil war, coinrnotion, insurrection, rnilitaiy or usui-ped power, order of any coui-t or 

regulatoiy agency granted in any bona,fide legal proceedings or action, or of any civil or inilitaiy 

authority either de facto or de jure, explosion, Act of God or the public enemies, or any other 

cause reasonably beyond its control and not attributable to its neglect. A Pai-ty experiencing such 

a delay or failure to perform shall use due diligence to remove the cause or causes thereof; 

however, no Pai-ty shall be required to add to, modify or upgrade any facilities, or to settle a 

strike or labor dispute except when, according to its own best judgment, such action is advisable. 
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GENEMI, 

9.1 No Third Party Beneficiaries. This Agreement does not create rights of any 

character whatsoever in favor of any person, corporation, association, entity or customer, other 

than the Parties, and the obligations herein assumed by the Parties are solely for the use and 

benefit of the Parties. Nothing in this Agreement shall be construed as permitting or vesting, or 

attempting to pelinit or vest, in any person, corporation, association, entity or customer, other 

than the Parties, any rights hereunder or in any of the resources or facilities owned or controlled 

by the Parties or the use thereof. 

9.2 Waivers. Any waiver at any time by a Party of its rights with respect to a default 

under this Agreement, or with respect to any other matter arising in connection with this 

Agreement, shall not be deemed a waiver with respect to any subsequent default or matter. Any 

delay, short of the statutory period of limitation, in asserting or enforcing any right under this 

Agreement, shall not be deemed a waiver of such right, except as otherwise set forth herein. 

Successors and Assigns. This Agreement shall inure to the benefit of and be 9.3 

binding upon the Parties only, and their respective successors and assigns, and shall not be 

assignable by any Party without the written consent of the other Parties except to a successor in 

the operation of its properties by reason of a reorganization, to comply with state or federal 

restructuring requirements, or a merger, consolidation, sale or foreclosure whereby substantially 

all such properties are acquired by or merged with those of such a successor. 

9.4 Liability and Indemnification. SUBJECT TO ANY APPLICABLE STATE OR 

FEDERAL LAW THAT MAY SPECIFICALLY RESTRICT LIMITATIONS ON LIABILITY, 

EACH PARTY SHALL RELEASE, INDEMNIFY, AND HOLD HARMLESS THE OTHER 

PARTIES, THEIR DIRECTORS, OFFICERS AND EMPLOYEES FROM AND AGAINST 

ANY AND ALL, LIABILITY FOR LOSS, DAMAGE OR EXPENSE ALLEGED TO ARISE 

FROM, OR BE INCIDENTAL TO, INJURY TO PERSONS AND/OR DAMAGE TO 

PROPERTY IN CONNECTION WITH ITS FACILITIES OR THE PRODUCTION OR 

TRANSMISSION OF ELECTRIC ENERGY BY OR THROUGH SUCH FACILITIES, OR 

RELATED TO PERFORMANCE OR NON-PERFORMANCE OF THIS AGREEMENT, 

INCLUDING ANY NEGLIGENCE ARISING HEREUNDER. IN NO EVENT SHALL ANY 

PARTY BE LIABLE TO ANOTHER PARTY FOR ANY INDIRECT, SPECIAL, 
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INCIDENTAL, OR CONSEQUENTIAL, DAMAGES WITH RESPECT TO ANY CLAIM 

ARISING OUT OF THIS AGREEMENT. 

9.5 Notice. Any notice or demand for performance required or peiinitted under any 

of the provisions of this Agreement shall be deemed to have been given on the date such notice, 

in writing, is delivered by hand or deposited in the 1J.S. mail, postage prepaid, addressed to the 

Parties at their principal place of business at 1 Riverside Plaza, Columbus, Ohio 4321 5, or in 

such other foiin or to such other address as the Parties may stipulate. 

9.6 Interpretation. In this Agreement: (a) unless otheiwise specified, references to 

any Article or Section are references to such Article or Section of this Agreement; (b) the 

singular includes the plural and the plural includes the singular; (c) unless otheiwise specified, 

each reference to a requirement of any goveimnental entity or regional transmission organization 

includes all provisions amending, modifying, supplementing or replacing such govemiental 

entity or regional transmission organization from time to time; (d) the words “including,” 

“includes” and “include” shall be deemed to be followed by the words “without limitation”; (e) 

unless otherwise specified, each reference to any agreement includes all amendments, 

modifications, supplements, and restatements made to such agreement from time to time which 

are not prohibited by this Agreement; (f‘) the descriptive headings of the various Articles and 

Sections of this Agreement have been inserted for convenience of reference only and shall in no 

way modify or restrict the teiins and provisions thereof; and (g) “herein,” “hereof,” “hereto” and 

“hereunder” and similar terms refer to this Agreement as a whole. 

ARTICLE X 

REGULATORY APPROVAL 

10.1 Regulatorv Authorization. This Agreement is subject to and conditioned upon 

its approval or acceptance for filing without material condition or modification by the 

Coinmission. In the event that this Agreement is not so approved or accepted for filing in its 

entirety without modification, or the Commission subsequently modifies this Agreement upon 

complaint or upon its own initiative, any Party rnay, irrespective of the notice provisions in 

Section 2.1, withdraw from this Agreement by giving thirty (30) days’ advance written notice to 

the other Parties. 

10.2 Changes. It is contemplated by the Parties that it rnay be appropriate from time 

to time to change, amend, modify, or supplement this Agreement to reflect changes in operating 
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practices, PJM procedures or for other reasons. Any such changes to this Agreement shall be in 

writing executed by the Parties and sub.ject to approval or acceptance for filing by the 

Commission. It is the intent of the Parties that, to the maximum extent peimitted by law, the 

provisions of this Agreement shall not be sub,ject to change under Sections 205 and 206 absent 

the written agreement of the Parties, and that the standard of review for changes unilaterally 

proposed by a Pai-ty, a non-Pai-ty or the Commission, acting sua sponte or at the request of a non- 

Pai-ty, shall be the public interest standard of review set forth in United Gas Pipe Line Co. 11. 

Mobile Gas Service Corp., 350 U.S. 332 (1956), Federal Power Cominission 11. Sierra Pacijk 

Power Co., 350 U.S. 348 (1956), Morgan Stanley Capital Group, IIZC. v. Piiblic Utility District 

No. I of Snohornish Cotinty, 128 S.Ct. 2733 (2008), and NRG Power Marlcetirig, LLC 11. Maine 

Public Utilities Commission, 130 S.Ct. 693 (2010). 
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be 

executed and attested by their duly authorized officers on the day and year first above written. 

APPALACHIAN POWER COMPANY 

By: 

Title: 

INDIANA MICHIGAN POWER COMPANY 

By: 

Title: 

KF,NTUCKY POWER COMPANY 

By: 

Title: 

OHIO POWER COMPANY 

By: 

Title: 

AEP GENERATION RESOURCES INC. 

By: 

Title: 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 

By: 

Title: 
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TE SC E NO. 301 

Joint Tariff Common Name: “Bridge Agreement” 

Designated Filing Company: Appalachian Power Company (APCo) 

Designated Filing Company Tariff Title: APCo Rate Schedules and Service 
Agreements Tariffs 

Designated Filing Company Tariff Program: FPA (Cost Based) 

Designated Filing Company Tariff Record Adopted by Reference (Record Content 
DescriptiodTariff Record Title): Rate Schedule No. 30 1 Bridge Agreement 

No limitations: All versions of the agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, Kentucky Power Company, Ohio Power Company and AEP Generation 
Resources Inc. will for an interim time period manage the off-system transactions of the 
parties beyond termination of the Pool Agreement and manage obligations to fulfill their 
Fixed Resource Requirement under PJM’s Reliability Assurance Agreement. 
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SC 

Joint Tariff Common Name: “Bridge Agreement” 

Designated Filing Company: Appalachian Power Company (APCo) 

Designated Filing Company Tariff Title: APCo Rate Schedules and Service 
Agreements Tariffs 

Designated Filing Company Tariff Program: FPA (Cost Based) 

Designated Filing Company Tariff Record Adopted by Reference (Record Content 
Description/Tariff Record Title): Rate Schedule No. 30 1, Bridge Agreement 

No limitations: All versions of the agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, Kentucky Power Company, Ohio Power Company and AEP Generation 
Resources Inc. will for an interim time period manage the off-system transactions of the 
parties beyond teimination of the Pool Agreement and manage obligations to hlfill their 
Fixed Resource Requirement under PJM’s Reliability Assurance Agreement. 
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TE: SC ULE NO. 301 

Joint Tariff Common Name: “Bridge Agreement” 

Designated Filing Company: Appalachian Power Company (APCo) 

Designated Filing Company Tariff Title: APCo Rate Schedules and Service 
Agreements Tariffs 

Designated Filing Company Tariff Program: FPA (Cost Based) 

Designated Filing Company Tariff Record Adopted by Reference (Record Content 
Description/Tariff Record Title): Rate Schedule No. 30 1, Bridge Agreement 

No limitations: All versions of the agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, Kentucky Power Company, Ohio Power Company and AEP Generation 
Resources Inc. will for an interim time peiiod manage the off-system transactions of the 
parties beyond termination of the Pool Agreement and manage obligations to fulfill their 
Fixed Resource Requirement under PJM’s Reliability Assurance Agreement. 
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RATE SC ULE NO. 301 

Joint Tariff Common Name: “Bridge Agreement’’ 

Designated Filing Company: Appalachian Power Company (APCo) 

Designated Filing Company Tariff Title: APCo Rate Schedules and Seivice 
Agreements Tariffs 

Designated Filing Company Tariff Program: FPA (Cost Based) 

Designated Filing Company Tariff Record Adopted by Reference (Record Content 
Description/Tariff Record Title): Rate Schedule No. 30 1, Bridge Agreement 

No limitations: All versions of the agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, Kentucky Power Company, Ohio Power Company and AEP Generation 
Resources Inc. will for an interim time period nianage the off-system transactions of the 
parties beyond termination of the Pool Agreement and manage obligations to fulfill their 
Fixed Resource Requirement under PJM’s Reliability Assurance Agreement. 



Attachment C 

1. Certificate of Concui-rence - Indiana Michigan Power Company regarding the Power 
Coordination Agreement and Bridge Agreement 

2. Certificate of Concui-rence - Kentucky Power Company regarding the Power 
Coordination Agreement and Bridge Agreement 

3. Certificate of Concurrence - Ohio Power Company regarding the Bridge Agreement 

4. Certificate of Concui-rence - AEP Generation Resources Inc. regarding the Bridge 
Agreement 



C 

This is to certify that Indiana Michigan Power Company (I&M), an Indiana 
corporation, assents to and concurs in the FERC FPA Electric Tariff described below, 
which Appalachian Power Company (APCo), the designated filing company, has filed in 
its “APCo Rate Schedules and Service Agreements Tariffs” database. 

1. Name of Tariff Adopted by eference: Power Coordination Agreement 

APCO Tariff Record Adopted by Reference: Rate Schedule No. 300, Power 
Coordination Agreement 

Description of Tariff: Rate Schedule under which APCo, I&M, Kentucky Power 
Company and American Electric Power Service Corporation (in an agency role) 
coordinate operation of their power supply resources. 

2. 

APCO Tariff Record Adopted by Reference: Rate Schedule No. 30 1, Bridge 
Agreement 

Name of Tariff Adopted by Reference: Bridge Agreement 

Description of Tariff Rate Schedule under which APCo, I&M, Kentucky Power 
Company, Ohio Power Company and AEP Generation Resources Inc. will for an interim 
time period manage the off-system transactions of the parties beyond termination of the 
Pool Agreement and manage obligations to fulfill their Fixed Resource Requirement 
under PJM’s Reliability Assurance Agreement. 

By: /John C. Crespo/ 
John C. Crespo, 
Deputy General Counsel - Regulatory Services 
Dated: October 26,2012 



This is to certify that Kentucky Power Company (ICPCo), a Kentucky 
corporation, assents to and concurs in the FERC FPA Electric Tariffs described below, 
which Appalachian Power Company (APCo), the designated filing company, has filed in 
its “APCo Rate Schedules and Sei-vice Agreements Tariffs” database. 

1. Name of Tariff Adopted by Reference: Power Coordination Agreement 
Tariff Record Adopted by Reference: Rate Schedule No. 300, Power 

Coordination Agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, KPCo and American Electric Power Service Corporation (in an agency role) 
coordinate operation of their power supply resources. 

2. 
APCO Tariff Record Adopted by Reference: Rate Schedule No. 301, Bridge 
Agreement 

Name of Tariff Adopted by Reference: Bridge Agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, KPCo, Ohio Power Company and AEP Generation Resources Inc. will for an 
interim time period manage the off-system transactions of the parties beyond termination 
of the Pool Agreement and manage obligations to fulfill their Fixed Resource 
Requirement under PJM’s Reliability Assurance Agreement. 

By: /John C. CresDo/ 
John C. Crespo, 
Deputy General Counsel - Regulatoiy Services 
Dated: October 26,20 12 



This is to cei-tify that Ohio Power Company, an Ohio corporation, assents to 
and concurs in the FERC FPA Electric Tariff described below, which Appalachian Power 
Conipany (APCo), the designated filing company, has filed in its “APCo Rate Schedules 
and Service Agreements Tariffs” database. 

Name of Tariff Adopted by Reference: Bridge Agreement 
APCO Tariff Record Adopted by Reference: Rate Schedule No. 30 1, Bridge 
Agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, Kentucky Power Company, Ohio Power Company and AEP Generation 
Resources Inc. will for an interim time period manage the off-system transactions of the 
parties beyond teimination of the Pool Agreement and manage obligations to fulfill their 
Fixed Resource Requirement under PJM’s Reliability Assurance Agreement. 

By: /John C. Crespo/ 
John C. Crespo, 
Deputy General Counsel - Regulatoiy Seivices 
Dated: October 26,2012 



This is to certify that AEP Generation Resources Inc. (AEP Generation 
Resources), a Delaware corporation, assents to and concurs in the FERC FPA Electric 
Tariff described below, which Appalachian Power Company (APCo), the designated 
filing company, has filed in its “APCo Rate Schedules and Service Agreements Tariffs” 
database. 

Name of Tariff Adopted by Reference: Bridge Agreement 

APCo Tariff Record Adopted by Reference: Rate Schedule No. 301 , Bridge 
Agreement 

Description of Tariff Rate Schedule under which APCo, Indiana Michigan Power 
Company, Kentucky Power Company, Ohio Power Conipany and AEP Generation 
Resources Inc. will for an interim time period manage the off-system transactions of the 
parties beyond termination of the Pool Agreement and manage obligations to fulfill their 
Fixed Resource Requirement under PJM’s Reliability Assurance Agreement. 

By: /John C. Crespol 
John C. Crespo, 
Deputy General Counsel - Regulatory Services 
Dated: October 26,2012 
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Steven .I. Ross 
2024296279 
sross@steptoe.com 

S T E P T O E  E J O H N S O N  L L P  

1330 Connecticut Avenue, NW 
Washington, DC 20036-1795 
202 429 3000 main 
www steptoe com 

October 3 1,20 12 

The Honorable Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Cornmission 
888 First Street, N.E. 
Washington, D.C. 20426 

Re: Appalachian Power Company 
Docket No. ER13- -000 

Kentucky Power Company 
Docket No. ER13- -000 

AEP Generation Resources Inc. 
Docket No. ER13- -000 

Dear Secretary Bose: 

American Electric Power Service Corporation (“AEPSC”), on behalf of Appalachian 
Power Company (“APCo”), Kentucky Power Company (“KPCo”), and AEP Generation 
Resources Inc. (“AEP Generation Resources”) (AEPSC, APCo, KPCo, and AEP Generation 
Resources collectively may be referred to as “AEP’), hereby submits for filing (i) the Sporn 
Plant Operating Agreement among APCo, AEP Generation Resources, and AEPSC (“Sporn 
Agreement”), and (ii) the Mitchell Plant Operating Agreement among APCo, KPCo, and AEPSC 
(“Mitchell Agreement”). AEPSC respectfully requests that the Commission establish 
December 17,2012 as the comment date for this filing. This extended comment period 
would allow interested parties extra time (an additional 26 days beyond what is set forth in 
18 C.F.R. 5 35.8) to comment on the filing. 

mailto:sross@steptoe.com
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This filing includes the following documents in addition to the relevant Tariff Records: 

1 .  Attachment A - Clean Tariff Attachments for the Sporn Plant Operating 
Agreement (APCo Rate Schedule No. 302 and AEP Generation Resources Rate 
Schedule No. 302); 

Attachment B - Clean Tariff Attachments for the Mitchell Plant Operating 
Agreement (APCo Rate Schedule No. 303 and KPCo Rate Schedule No. 30.3); 
and 

Attachment C - Certificates of Concui-rence signed on behalf of AEP Generation 
Resources and KF’Co. 

2. 

3. 

I. BACKGROUND 

As described in detail in a Federal Power Act Section 203 application that AEPSC is 
submitting contemporaneously with this filing, the Public Utilities Commission of Ohio has 
approved a comprehensive restructuring of AEP’s Ohio utility affiliate, Ohio Power Company 
(“Ohio Power”).2 Among other things, that restructuring provides for Ohio Power to separate its 
generation facilities from its transmission and distribution facilities. In a separate Section 203 
application, APCo, WCo,  and AEP Generation Resources are seeking authority for (i) APCo to 
obtain from AEP Generation Resources Ohio Power’s former interest in Unit No. 3 of the John 
E. Amos Plant and appurtenant interconnection facilities (“Amos Plant”) (APCo already owns an 
interest in Amos Unit No. 3) and an 50% undivided interest in the Mitchell Power Generating 
Facility and appurtenant interconnection facilities (“Mitchell Plant”), and (ii) KPCo to obtain 
from AEP Generation Resources the remaining 50% undivided interest in the Mitchell Plant. 

Once these transactions are consummated, AEP Generation Resources will operate the 
former Ohio Power generating facilities (other than Amos Unit No. 3, the Mitchell Plant, and the 
Philip Sporn Plant (“Sporn Plant”)) as a standalone generating company. As discussed below, 
APCo will operate the Sporn Plant and the Mitchell Plant in accordance with the operating 
agreements that are the subject of this filing. APCo also will own and operate all the units at the 
Amos Plant. Therefore, as of the consummation of the transaction under which APCo will 
obtain Ohio Power’s former interest in Amos Unit No. 3, the current operating agreement among 
APCo, Ohio Power, and AEPSC will be terminated. 

(Sporn Unit Nos. 1-4) and one 450,000 kW coal-fired unit (Sporn Unit No. 5 )  at the Sporn Plant 
The generating facilities covered by this filing are (i) four 150,000 kW coal-fired units 

’ The same filing is being submitted in three Tariff IDS, so the relevant Tariff Records will vary 
with each of the three filings. Each of the three filings will include Attachments A through C for 
convenience of the reviewer. 

’ Prior to December 3 1,201 1, AEP had two Ohio utility affiliates, Ohio Power and Columbus 
Southern Power Company (“CSP”). On December 3 1,201 1, Ohio Power and CSP completed a 
reorganization transaction pursuant to which CSP was merged into Ohio Power. That transaction 
was approved by this Commission in an order issued on July 1,201 1, in Docket No. ECl1-37. 
CSP’s former generating resources are not at issue in this proceeding. 
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near New Haven, West Virginia and (ii) two 800,000 kW coal-fired units at the Mitchell Plant 
located in Moundsville, West Virginia. Under the current arrangements, APCo owns Sporn Unit 
Nos. 1 and 3, and Ohio Power owns Sporn Unit Nos. 2,4, and 5.  Sporn Unit No. 5 was retired 
on February 13, 2012. Because the plant is located in APCo’s service territory, APCo has 
operated and maintained the Sporn Plant, including the units owned by Ohio Power, under the 
terms of an existing agreement between APCo and Ohio Power. Under the Ohio corporate 
separation plan noted above, AEP Generation Resources will obtain Sporn Unit Nos. 2,4, and 5. 
APCo and AEP Generation Resources have agreed that APCo will continue to operate the Sporn 
Plant under the terms and conditions of the Sporn Agreement, which is discussed in more detail 
below. 

Under the transactions described above, the Mitchell Plant ultiniately will be transferred 
to APCo (which will acquire a SO% undivided interest) and KPCo (which will also acquire a 
SO% undivided interest). APCo and KPCo have agreed that APCo will operate the Mitchell 
Plant under the terms and conditions of the Mitchell Agreement, which is discussed in more 
detail below. 

11. DISCUSSION 

A. The Sporn Agreement 

The Sporn Agreement supersedes the current operating agreement (which will be 
terminated), and sets out the terms under which APCo and AEPSC (as agent for APCo and AEP 
Generation Resources) will operate and maintain the Sporn Plant. Article One sets out APCo’s 
and AEPSC’s functions, including their obligations to operate and maintain the plant in 
accordance with good utility practices, to maintain the necessary books, records, and joint bank 
accounts for transactions involving the Sporn Plant, and to prepare statements detailing for AEP 
Generation Resources the monthly costs associated with operating and maintaining the plant. 
Article Two provides that each owner has the right to call on, at any and all times, the entire 
output of the Sporn Plant units that it owns. Article Three details each party’s responsibilities 
and obligations for the costs of installing additional or replacement facilities at the plant, and 
specifies generally that the cost of facilities for jointly-owned property will be allocated in 
accordance with the ratio of each owner’s ownership interest. Article Four discusses the owners’ 
working capital requirements. 

Article Five of the Sporn Agreement details the apportionment of the costs of operating 
and maintaining the Sporii Plant. That article provides for APCo and AEPSC to determine the 
operating and maintenance costs directly attributable to specific units, which will be allocated to 
the owner of those units, and the costs that are not directly attributable to specific units, which 
will be allocated 50% to each owner. Article Five further provides for AEPSC (subject to 
direction from the Operating Committee established pursuant to Article Six) to procure fuel for 
the Sporn Plant and to assess the associated fuel costs (including transportation and any carrying 
costs) to the respective owners. The article further provides that AEP Generation Resources may 
exercise an option to supply the fuel for one or more of the plants it owns, in which case AEP 
Generation Resources will still be allocated a portion of the fuel delivery and storage facility 
costs. 
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As just noted, Article Six provides for the establishment of an Operating Committee, 
consisting of representatives of each owner and AEPSC, as agent. Decisions by the Operating 
Committee must be agreed to by APCo and AEP Generation Resources. The Operating 
Committee’s responsibilities include: (i) review and approval of annual budgets and operating 
plans, (ii) establishment of dispatch and unit commitment procedures, (iii) establishment of 
communication and coordination protocols, (iv) decisions on capital expenditures, 
(v) determinations on changes in unit capability and retirement(s), (vi) establishment of billing 
procedures, (vii) specification of fuel inspection and management procedures, and (viii) review 
and approval of changes to the Sporn Plant operating procedures, and plans to comply 
with environmental laws and other regulations, ordinances, and permits. The remaining articles 
include standard contract provisions addressing, among other things, compliance with regulatory 
requirements, limitations on liability, assignment, and dispute resolution. 

B. The Mitchell Agreement 

The Mitchell Agreement is similar to the Sporn Agreement. Like the Sporn Agreement, 
Article One of the Mitchell Agreement sets out APCo’s and AEPSC’s functions, including their 
obligations to operate and maintain the plant in accordance with good utility practices, to 
maintain the necessary books, records, and joint bank accounts for transactions involving the 
Mitchell Plant, and to prepare statements detailing for KPCo the monthly costs associated with 
operating and maintaining the plant. Article Two provides for the apportionment of capacity and 
energy between APCo arid KPCo, and provides for APCo to accept, at all times, KPCo’s share of 
the Mitchell Plant’s total net capability into APCo’s transmission facilities. Articles Three and 
Four of the Mitchell Agreement are substantially the same as Articles Three and Four of the 
Sporn Agreement. 

pile to provide adequate fuel reserves for normal operations, and for the owners to make monthly 
investments in the common coal stock pile. APCo’s and KPCo’s respective shares of the 
investment in the common coal stock pile will be proportionate to their ownership shares in the 
Mitchell Plant. Article Six apportions the station costs, including fuel expenses, between APCo 
and KPCo. For example, APCo’s and KPCo’s respective shares of the monthly costs of the fuel 
consumed at the Mitchell Plant will be proportionate to their dispatch in each month. This article 
also apportions the monthly operating and maintenance costs in accordance with APCo’s and 
KPCo’s respective ownership interests. 

responsibilities as under Article Six of the Sporn Agreement. That article also sets out the unit 
commitment and dispatch provisions, including one owner’s right to call on the Mitchell Plant 
capacity when the other owner has not committed its ownership interest in the plant. In addition, 
Article Seven includes provisions addressing emission allowances, as well as capital repairs and 
improvements. As with the Sporn Agreement, the remaining articles of the Mitchell Agreement 
include standard contract provisions addressing, among other things, conipliance with regulatory 
requirements, limitations on liability, assignment, and dispute resolution. 

Article Five provides for APCo and AEPSC to establish and maintain a sufficient coal 

Article Seven provides for the Operating Committee, which generally will have the same 
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111. GENERAL FILING INFORMATION 

In compliance with the requirements of 18 C.F.R. Q 35.13, AEPSC states as follows: 

A. 
The documents provided with this filing include this Transmittal L,etter and the materials 

General Inforniatioii - 18 C.F.R. 9 35.13(b) 

listed above. The persons upon whom this filing has been served are set out below in Section IV. 
A description of and the reasons for the rate changes proposed are discussed in this Transmittal 
Letter. AEPSC further states that there are no costs in the agreements that have been alleged or 
judged in any administrative or judicial proceeding to be illegal, duplicative, or unnecessary 
costs that are demonstrably the product of discriminatory employment practices. 

B. Cost of Service Information 
AEPSC requests waiver of those provisions in Section 35.13 that would require AEPSC 

to submit cost-of-service data. Each of the joint operating agreements provides for the plant 
owners to pay the actual operating and maintenance costs, fuel and fuel handling expenses, and 
capital costs incurred for the installation of new or replacement facilities at the plants. The 
parties intend to comply with the affiliate pricing rules under Order No. 707 and will, if 
appropriate, request a waiver of those rules in a future proceeding. 

C. Effective Date 
AEPSC requests waiver of Section 35.3 to permit the Sporn Agreement and the Mitchell 

Agreement to become effective upon the closing of the Ohio restructuring transaction and the 
asset transfer transaction involving Amos TJnit No. 3 and Mitchell, which are the subject of 
separate Section 203 applications that are being submitted contemporaneously with this filing. 
The parties anticipate that these closings will occur on or about December 31,2013. The Tariff 
Records are thus being submitted with a January 1, 2014 proposed effective date. 

IV. CORRESPONDENCE AND SERVICE 

AEPSC requests that any correspondence or communications with respect to this filing be 
sent to the following: 

Chad A. Heitmeyer 
Regulatory Case Manager 
American Electric Power 

Service Corporation 
1 Riverside Plaza 
Columbus, OH 43215 
(614) 716-3303 
caheitmeyer @ aep. corn 

John C. Crespo 
Deputy General Counsel 
Regulatory Services 

American Electric Power 
Service Corporation 

1 Riverside Plaza 
Columbus, OH 43215 

,jccrespo@ aep.com 
(614) 716-3727 
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Steven J. Ross 
Carol Gosain 
Steptoe & Johnson L,L,P 
1330 Connecticut Avenue, N.W. 
Washington, DC 20036 

sross @ steptoe.com 
cgosain@steptoe.com 

(202) 429-6279 

A copy of this filing will be served on the Kentucky Public Service Commission, the 
Public Service Commission of West Virginia, and the Virginia State Corporation Commission, 
and will be posted on AEP’s website at: 
http://www .aep.conl/investors/currentRegulatoryactivity/regulatory/ferc.aspx 

V. CONCLUSION 

For the foregoing reasons, AEPSC respectfully requests that the Commission accept for 
filing, without condition or modification, the Sporn Agreement and the Mitchell Agreement. If 
you have any questions concerning this filing, please do not hesitate to contact the undersigned. 

Respectfully submitted, 

/S/ 

John C. Crespo 
Deputy General Counsel - Regulatory Services 
American Electric Power Service Corporation 
1 Riverside Plaza 
Columbus, OH 43215 

Steven J. Ross 
Carol Gosain 
STEPTOE & JOHNSON L,L,P 
1330 Connecticut Avenue, N.W. 
Washington, DC 20036 

Attorneys for 
American Electric Power Service Corporation 

Attachments 

http://steptoe.com
mailto:cgosain@steptoe.com
http://www


Attachment A 

Spoi-n Plant Operating Agreement Among Appalachian Power Company, AEP 
Generation Resources Inc. and American Electric Power Service Corporation, as 
Agent 

1. Tariff Record, APCo - Rate Schedule No. 302 

2. Tariff Record, AEP Generation Resources Inc. - Rate Schedule No. 302 



RATE SCHEDULE NO. 302 

SPORN PLANT OPERATING AGREEMENT 

APPALACHIAN POWER COMPANY 

AEP GENERATION RESOURCES INC. 

AND 

AMERICAN ELECTRIC POWER SERVICE CORPORATION, AS AGENT 

Tariff Submitter: Appalachian Power Company 
FERC Program Name: FERC FPA Electric Tariff 
Tariff Title: APCo Rate Schedules and Service Agreements Tariffs 
Tariff Proposed Effective Date: 01/01/2014 
Tariff Record Title: Sporn Plant Operating Agreement 
Option Code: A 
Record Content Description: Rate Schedule No. 302 



THIS SPORN PLANT OPERATING AGREEMENT (“Agreement”) dated as of 

is by and among Appalachian Power Company (“Appalachian”), a Virginia 

:orporation qualified as a foreign corporation in West Virginia; AEP Generation Resources Inc. 

:“GenCo”), a Delaware coiporatiori qualified as a foreign corporation in West Virginia 

:collectively hereinafter sometimes referred to as the “Owners”); and American Electric Power 

Seivice Coi-poration (“Agent”), a New York corporation qualified as a foreign corporation in 

West Virginia. Appalachian, GenCo and Agent may hereinafter be refewed to individually as a 

‘Pai-ty” and collectively as the “Parties”. 

WITNESSETH: 

WHEREAS, Appalachian owns two operating 150,000 kilowatt generating units (“Spoi-n 

Unit Nos. 1 and 3”) at the Philip Sporn Plant (“Sporn Plant”) located along the Ohio River near 

New Haven, West Virginia, and GenCo has acquired from Ohio Power Company, and now 

owns, two operating 150,000 kilowatt generating units and one 450,000 kilowatt generating unit 

(“Spoi-n Unit Nos. 2 , 4  and 5”) at the Spoi-n Plant; and 

WHEREAS, GenCo’s Spoi-n Unit No. 5 was retired February 13,2012; and 

WHEREAS, the Owners desire that Appalachian operate and maintain the Sporn Plant in 

accordance with the provisions hereof, effective [January 1, 20141; and 

WHEREAS, the Owners are subsidiaries of American Electric Power Company, Inc., 

(“AEP”) the parent company in an integrated public utility holding company system, and use the 

seivices of Agent (an affiliated company engaged solely in the business of fbi-nishing essential 

services to the Owners and to other affiliated companies), as outlined in the service agreements 

between Agent and Appalachian Power Company and between Agent and AEP Generation 

Resources Inc. 
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NOW, THEREFORE, in consideration of the premises and for the purposes hereinabove 

*ecited, and in consideration of the mutual covenants hereinafter contained, the signatories agree 

i s  follows: 

1.1 

1.2 

1.3 

1.4 

ARTICLE ONE 

FUNCTIONS OF APPALACHIAN AND AGENT 

Appalachian shall operate and maintain the Spoi-n Plant in accordance with good utility 

practice consistent with procedures einployed by Appalachian at its other generating 

stations, and in confoimity with the tei-rns and conditions of this Agreement. 

Appalachian shall keep all necessary books of record, books of account and memoranda 

of all transactions involving the Sporn Plant, and shall make computations and 

allocations on behalf of the Owners, as required under this Agreement. The books of 

record, books of account and memoranda shall be kept in such inanner as to confoi-in, 

where so rcquircd, to the Uniform System of Accounts prescribed by the Federal Energy 

Regulatory Commission (“FERC”) for Public Utilities and Licensees (“Unifoim System 

of Accounts”), and to the ides  and regulations of other regulatory bodies having 

jurisdiction as they inay from time to time be in effect. 

The Owners may establish such joint bank accounts as may from time to tiine be 

appropriate. 

As soon as practicable after the end of each month, Appalachian shall furnish to GenCo a 

statement setting foi-th the dollar amounts associated with the operation and maintenance 

of the Sporn Plant applicable to Appalachian and GenCo for such month in accordance 
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1 .s 

I .6 

2.1 

3.1 

with the provisions of this Agreement. The Owners shall, on a timely basis, deposit 

sufficient dollar amounts in the appropriate bank accounts to cover their respective costs. 

Appalachian may obtain such materials, labor and other services as it considers necessaiy 

in connection with the performance of the functions to be performed by it hereunder from 

such sources or through such persons as it may designate. 

Agent, as directed by the Operating Committee and consistent with Agent’s service 

agreements with Appalachian and GenCo, shall provide services necessary for the safe 

and efficient operation and maintenance of the Spoi-n Plant. 

ARTICLE TWO 

APPORTIONMENT OF CAPACITY AND ENERGY 

Each Owner shall have the primary right to demand and use at any and all times the 

entire available kilowatt output capacity of the units it owns at the Spoin Plant and the 

electric energy associated with such capacity so demanded and used. 

ARTICLE THREE 

ADDITIONS, REPLACEMENTS AND RENEWALS 

Installation of additional facilities or replacement of existing facilities with other facilities 

at the Spoi-n Plant may at any time or froin time to time be made by either Owner on its 

side of the median line and the Owner making such installation or replacement shall pay 

the entire cost thereof and shall be vested with absolute title thereto; provided, however, 

that if the units of the Spoi-n Plant are being operated together as a single station at the 

time such installation or replacement is made, all features of such installation or 
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3.2 

3.3 

3.4 

replacement which may affect the satisfactory, economical and/or safe operation of the 

Sporn Plant as a whole and all i t em which involve capital expenditures which cannot be 

perfoiined under previously obtained authorizations from the other Owner shall be 

submitted in writing to the other Owner for approval by such Owner before such 

installation or replacement is made. 

If any such installation or replacement requires structures or facilities to be installed upon 

the proper-ty of the other Owner, such other Owner shall grant any necessary easements 

for the structures or facilities which do not interfere with the use or development of its 

own units, and, if such structures or facilities are incorporated subsequently into an 

installation or replacement of its own, it shall purchase them at their book value. Each 

Owner shall be responsible for any liability or damage resulting froin the installation or 

replacement of structures or facilities on the property of the other Owner. 

The cost of new jointly-owned property and the costs incurred in installing any such new 

jointly-owned property that will serve all the Spoi-n Plant Units shall be apportioned 

between the Owners based upon the ratio of each Owner’s capacity in the units it owns at 

the Spoi-n Plant to the sum of the capacity of all of the units at the Spoi-n Plant. Additions 

to existing jointly-owned property and replacements of sections of components of 

existing jointly-owned property shall be apportioned based upon the ratio of each 

Owner’s capacity in the units it owns at the Sporn Plant to the sum of the capacity of all 

the units at the Spoi-n Plant. 

The cost of new jointly-owned property and cost incurred in installing any such new 

jointly-owned property that will benefit less than all of the Sporn Units will be 

apportioned between the Owners based upon the ratio of each Owner’s capacity in the 



1.1 

1.2 

5.1 

units it owns at the Sporn Plant which are benefited by the new jointly-owned property to 

the sum of the capacity in all units at the Spoi-n Plant which are benefited by the new 

jointly-owned property. 

ARTICLE FOUR 

WORKING CAPITAL REQUIREMENTS 

Appalachian and GenCo shall periodically mutually deteiinine the amount of fbnds 

required for use as working capital in meeting payrolls and other expenses incui-red in the 

operation and maintenance of Sporn Plant and in buying materials and supplies (inclusive 

of fbel) for Spoi-n Plant. 

Appalachian and GenCo shall from time to time provide their share of working capital 

requirements in respective amounts propoi-tionate to the ratio of each Owner’s capacity in 

the units it owns at tlie Spoi-n Plant to the sum of the capacity of all of the units at the 

Spoi-n Plant. 

ARTICLE FIVE 

APPORTIONMENT OF COST OF OPEEATING 
AND MAINTAINING THE SPORN PLANT 

The costs incui-red during or accrued for each calendar month in operating the Spoi-n 

Plant, as shown by the cost statements described in Article One, shall be assigned 

between the Owners. Appalachian and Agent will, to the extent practicable, determine all 

Sporn Plant operating costs that are directly attributable to a specific unit for assignment 

to and payment by the Owner of that unit. The portion of the operating costs that benefit 

tlie entire Sporn Plant site which are to be allocated to GenCo but are not directly 
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5.2 

5.3 

attributable to a specific unit shall be equal to 50% of the total operating costs. The 

remaining poi-tion of such non-attributable operating costs shall be allocated to 

Appalachian. 

The Owners may, froin time to time, amend the allocation foiinula to reflect retirement or 

decomnissioning of a unit. 

The costs incurred during or accrued for each calendar month in maintaining the Spoim 

Plant, as shown by the cost statements described in Ai-ticle One, shall be assigned 

between the Owners. Appalachian and Agent will, to the extent practicable, determine all 

Spoi-n Plant maintenance costs that are directly attributable to a specific unit for 

assignment to and payment by the Owner of that unit. The poi-tion of the maintenance 

costs that benefit the entire Spoi-n Plant site which are to be allocated to GenCo but are 

not directly attributable to a specific unit shall be equal to 50% of the total maintenance 

costs. The remaining poi-tion of such non-attributable maintenance costs shall be 

allocated to Appalachian. The Owners may, froin time to time, airiend the allocation 

foiiriula to reflect the retirement or decomnissioning of a unit. 

Agent, pursuant to direction froin the Operating Coimnittee (as defined in Ai-ticle Six), 

shall continue to procure and deliver fuel to each of the operating generating units at the 

Sporn Plant. Except for any unit for which GenCo has exercised the option described in 

Section 5.3.1, each Owner will pay for the fuel costs of the units it owns at the Spoi-n 

Plant as determined in accordance with the last sentence of Section 5.3.2. Fuel costs 

will include the cost of the fuel itself, the cost of fuel transportation, and any cai-rying 

charges associated with fuel. 
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5.3.1 GenCo shall have the option, on six (6) months’ notice to Appalachian and 

subject to no adverse impact on the operation of Appalachian’s units, to supply 

the fuel necessary to operate one or more of the units it owns at the Spoi-n Plant. 

This option must be noticed at the same time as to all generating units at the 

Spoi-n Plant owned by GenCo that are served from the same physical fuel 

inventory. The option, once noticed, may not be revoked without Appalachian’s 

consent. 

(a) If it exercises the option described in this Section 53.1, GenCo 

shall have the right to use delivery and storage facilities, including 

rights of access, owned by Appalachian or Agent or under contract 

to Appalachian or Agent for the delivery to or storage of such fuel 

at the Sporri Plant, for use in connection with the unit(s) for which 

it has exercised such option. GenCo shall pay a monthly charge 

submitted by Appalachian reflecting the proportional cost of its use 

of fuel delivery and storage facilities in each month. 

In the event that GenCo exercises the option described in this 

Section 5 3 .1  the Operating Cointnittee will identify, and 

determine the appropriate allocation to GenCo of rights and 

obligations under, the applicable fuel supply contract(s), and any 

associated transportation contract(s), for fuel for the unit(s) as to 

(b) 

which the option is exercised. Appalachian and Agent, as 

necessary, shall assign to GenCo, and GenCo shall accept 

assignment of, that portion of Appalachian’s and Agents’ rights 

8 



under sucli contracts which the Operating Coinmittee has 

5.3.2. 

deteiinined should be allocated to GenCo for fuel for the unit(s) as 

to which the option has been exercised. If GenCo exercises the 

option provided in this subsection, but for any reason the fuel 

supply that is GenCo’s responsibility is not timely delivered to the 

subject generating unit(s), GenCo shall not have the right to 

coinmit or dispatch the units affected. 

In the event that GenCo exercises the option to supply fuel described in Section 

5.3.1 with respect to any unit, the specifications for the fuel(s) supplied for that 

unit will be established and, when appropriate, modified, by the Operating 

Coinmittee. The Operating Conunittee will ensure that the specifications for the 

file1 to be supplied pursuant to the Section 5.3. I option will have no adverse 

impact on the units owned by Appalachian. Fuel will be subject to inspection and 

cei-tification procedures as the Operating Comnittee inay decide. Fuel 

inventories at each unit that is the subject of the option, or at the Sporn Plant, may 

be physically coinmingled, but separate accounts will be maintained to reflect the 

fuel credited to each Owner and used by each Owner at each unit. The Operating 

Cominittee will develop procedures to avoid imbalances between the amount of 

fuel each Owner delivers and the amount of fuel each Owner uses, and shall take 

any steps necessary for the coi-rection of any imbalance by settlement or payment 

as soon as feasible, but in no event shall imbalances be peilnitted to exist for more 

than six months without settlement or payment. The fuel costs of each Owner 

with respect to an individual unit will be equal to the sum of minirnuin load and 
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5.1 

hourly average fuel costs (based on average heat rates at the unit’s level of 

capacity utilization) associated with the Energy that each schedules from that unit. 

5.3.3. In the event that GenCo exercises the option to supply fuel described in Section 

5.3.1 with respect to any unit, Appalachian will assign to GenCo the fuel 

inventoiy, as of the date of the option takes effect, for the generating units 

affected by the exercise of the option. 

ARTICLE SIX 

OPERATING COMMITTEE 

By written notice to each other, each of the Owners and Agent shall name one 

representative (“Operating Representative”) and one alternate to act for it in matters 

pertaining to operating arrangements under this Agreement. For purposes of Sections 6.1 

through 6.4 of this Agreement, Parties shall include the Owners and Agent. Any Party 

may change its Operating Representative or alternate at any time by written notice to the 

other Parties. The three Operating Representatives for the respective Parties, or their 

alternates, shall comprise the Operating Committee. All decisions, directives, or other 

actions by the Operating Committee must be by unanimous agreement of the Operating 

Representatives of the Owners. The Operating Representative of Agent, or of any third 

party that provides services in replacement of Agent, shall be free to express the views of 

Agent or such third party on any matter, but shall not have a vote on the Operating 

Committee. Except as otherwise provided in Sections 1 1 I 1, 1 1.2 and 1 1.3 with respect to 

a dispute referred to the Operating Cornrnittee by an Owner, the failure of the Owners’ 

respective Operating Representatives to unanimously agree with respect to a matter 
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pending before the Operating Coimnittee shall not be considered to be a dispute that 

would be subject to resolution under Article Eleven. 

The Operating Coimnittee shall have the following responsibilities. 5.2 

a. 

b. 

C. 

d. 

e. 

f. 

g. 

h. 

Review and approval of an annual budget and annual operating plan, including 

deteiinination of the emission allowances required to be acquired by the Owners. 

Establishment arid review of procedures and systems for dispatch, notification of 

dispatch, and unit coinrriitinent under this Agreement. 

Establishment and monitoring of procedures for coimnunicatiori and coordination 

with respect to unit capacity availability, fuel-firing options, and scheduling of the 

generating capacity, including scheduling of outages for maintenance, repairs, 

equipinent replacements, scheduled inspections, and other foreseeable cause of 

outages at any generating unit, as well as the return of any unit to availability 

following an unplanned outage. 

Decisions on capital expenditures for facilities at the Sporn Plant owned jointly by 

the Owners. 

Deteiininations as to changes in the unit capability of the units and decisions on 

unit retirement. 

Establishment and modification of billing procedures under this Agreement. 

Specification of fuels, oversight of fuel inspection and certification procedures, 

management of fuel inventories, and allocation of rights under fuel supply and 

transportation contracts in accordance with Section 5.3.1 (b). 

Establishment of, termination of, and approval of any change or amendment to t,,e 

operating arrangements between Appalachian and Agent or any replacement third 
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5.3 

5.4 

5.5 

5.6 

5.7 

party with respect to the Spoi-n Plant generating units; provided, however, that 

Agent or any replacement third pai-ty shall participate in discussions pursuant to 

Section 6.2.h only to the extent requested to do so by both Owners. 

Review and approval of plans arid procedures designed to insure conipliance with 

any environmental law, regulation, ordinance or pennit, including procedures for 

allocating and using emission allowances or for any programs that peiinit 

averaging at inore than one unit for compliance. 

Other duties as assigned by written agreement of the Owners. 

i. 

j .  

The Operating Coimnittee shall meet at least annually, and at such other times as any 

Party may reasonably request. 

The Pai-ties shall cooperate in providing to the Operating Comnittee the information it 

reasonably needs to cany out its duties, and to supplement or correct such information on 

a timely basis. 

Appalachian and GenCo shall be individually responsible for any fees charged by FERC 

on the basis of the sales or transmission by each of capacity or energy at wholesale in 

interstate commerce. 

Capital repairs and improvements for facilities at the Spoi-n Plant owned jointly by the 

Owners will be determined by the Operating Cormnittee pursuant to the annual budgeting 

process set forth in Section 6.7. Expenditures that the Operating Conunittee deteiinines 

have been or will be incurred exclusively for one Owner shall be assigned exclusively to 

that Owner. 

At least 90 days before the start of each Operating Year, Appalachian and Agent shall 

submit to the Operating Committee a proposed annual budget with respect to the Spoi-n 
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Plant generating units, a proposed annual operating plan with respect to those generating 

units, and an estimate and schedule of costs to be incurred for major maintenance or 

replacement items with respect to those generating units during the next six-year period. 

The arrnual budget shall be presented 011 a month-by-month basis for each month during 

the next operating year, and shall include an operating budget, a capital budget, an 

estimate of the cost of any major repairs that are anticipated to occur during such 

operating year with respect to the Spoiii Plant generating units, and an itemized estimate 

of all projected non-he1 variable operating expenses relating to the operation of those 

generating units during that operating year. The members of the Operating Committee 

will meet and work in good faith to agree upon the final annual budget and final annual 

operating plan. Once approved, the annual budget and annual operating plan shall remain 
I 

in effect throughout the applicable operating year, subject to such changes, revisions, 

amendments, arid updating as the Operating Committee may determine. 

ARTICLE SEVEN 

GOVERNMENTAL AUTHORITIES 

This Agreement is subject to the regulatoiy powers of any State or Federal agency having 

jurisdiction. 

ARTICLE EIGHT 

LIMITATION OF LIABILITY 

8.1 Notwithstanding anything in this Agreement to the contrary, neither of the Owners or 

Agent shall be liable under this Agreement for special, consequential, indirect, punitive 
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j. 1 

j.2 

).3 

2.4 

or exemplary damages, or for lost profits or business inteii-uption damages, whether 

arising by statute, in tort or contract or otheiwise. 

ARTICLE NINE 

MISCELLANEOUS 

This Agreement shall inure to the benefit of and be binding upon the signatories hereto 

and their respective successors and assigns, but this Agreement may not be assigned by 

any signatory without the written consent of the others, which consent shall not be 

unreasonably withheld. 

The interpretation and perfoiinance of this Agreement shall be in accordance with the 

laws of the State of Ohio, excluding conflict of laws principles that would require the 

application of the laws of a different jurisdiction. 

This Agreement supercedes and replaces the Operating Agreement between Appalachian 

Power Company and Ohio Power Company, dated January 1, 1998, as of the date this 

Agreement becomes effective. 

This Agreement supercedes all previous representations, understandings, negotiations, 

and agreements, either written or oral between the signatories or their representatives 

with respect to operation of the Sporn Plant, and constitutes the entire agreement of the 

signatories with respect to the operation of the Spoin Plant. Notwithstanding the 

foregoing, this Agreement does not supercede any previous agreements among any of the 

signatories allocating or transferring rights to capacity and associated energy, or 

ownership, of the Sporn Plant units. 
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3.5 Each Party shall designate in writing a representative to receive any and all notices 

required under this Agreement. Notices shall be in writing and shall be given to the 

representative designated to receive them, either by personal delivery, certified mail, 

facsimile, e-mail or any similar means, properly addressed to such representative at the 

address specified below: 

APPALACHIAN POWER COMPANY 

Attn: 

Phone: 

Facsimile: 

Ernail: 

AEP GENERATION RESOURCES INC. 

Attn: 

Phone: 

Facsimile: 

Email: 

1.5 



AMERICAN ELECTRIC POWER SERVICE CORPORATION 

3.6 

9.7 

Attn: 

Phone: 

Facsimile: 

Ernail: 

All notices shall be effective upon receipt, or upon such later date following receipt as set 

foi-th in the notice. Any Party may, by written notice to the other Parties, change the 

representative or the address to which such notices are to be sent. 

In the event that any of the provisions, or poi-tions thereof, of this Agreement are held to 

be unenforceable or invalid by any coui-t, the validity and enforceability of the remaining 

provisions, or poi-tions thereof, shall not be affected. 

This Agreement shall not be binding or effective until properly executed by each of the 

Parties hereto. This Agreement may be executed in any number of counterparts, each of 

which shall be deemed to be an original, and all of which, taken together, shall constitute 

but one and the same Agreement, which may be sufficiently evidenced by one 

counterpart. 

ARTICLE TEN 

EFFECTIVE DATE AND TERMTNATION 

Subject to FERC approval or acceptance for filing, this Agreement is effective at 

[January 1,20141. Subject to FERC approval or acceptance, if necessary, this Agreement may be 

terminated (a) upon not less than one year’s written notice by either Owner; or (b) without notice 
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If FERC or any state commission with jurisdiction deteiinines that performance hereunder 

:onflicts with any nile, regulation or order of FERC or such state coinmission; or (c) at any time 

If either Appalachian or GenCo is no longer a direct or indirect wholly owned subsidiary of AEP; 

3r (d) at any time by mutual agreement of Appalachian and GenCo to terminate this Agreement. 

11.1 

11.2 

11.3 

ARTICLE EL,EVEN 

DI S PTJTE RES O L,UTION 

If either Owner believes that a dispute has arisen as to the meaning or application of this 

Agreement, it shall present that matter to the Operating Coinrnittee in writing, arid shall 

provide a copy of that writing to the other Owner. 

If the Operating Comnittee is unable to reach agreement on any dispute within thirty (30) 

days after the dispute is presented to it, the matter shall be referred to the chief operating 

officers of the Owners for resolution in the manner that such individuals shall agree is 

appropriate; provided, however, that either Owner may invoke the arbitration provisions 

set forth in Section 1 1.3 at any time after the end of the thirty (30) day period provided 

for the Operating Committee to reach agreement if the Operating Committee has not 

reached agreement. 

If the Owners are unable to resolve a dispute through the Operating Comnittee within 

thirty (30) days after the dispute is presented to the Operating Committee pursuant to 

Section 1 1.1, or through reference of the matter to the chief operating officers of the 

Owners pursuant to Section 1 1.2, either Owner may cornrnence arbitration proceedings 

by providing written notice to the other Owner, detailing the nature of the dispute, 

designating the issue(s) to be arbitrated, identifying the provisions of this Agreement 
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under which the dispute arose, and setting forth such Owner’s proposed resolution of 

such dispute. 

1 1.3.1 Within ten (10) days of the date of the notice of arbitration, a representative of 

each Owner shall meet for the purpose of selecting an arbitrator. If the Owner’s 

representatives are unable to agree on an arbitrator within fifteen (1 5) days of the 

date of the notice of arbitration, then an arbitrator shall be selected in accordance 

with the procedures of the American Arbitration Association (“MA”). miether 

the arbitrator is selected by the Owner’s representatives or in accordance with the 

procedures of the AAA, the arbitrator shall have the qualifications and 

experience in the occupation, profession, or discipline relevant to the subject 

matter of the dispute. 

1 1.3.2 Any arbitration proceeding shall be subject to the Federal Arbitration Act, 9 

U.S.C. $ 4  1 et seq. (1994), as it may be amended, or any successor enactment 

thereto, and shall be conducted in accordance with the cornmercial arbitration 

d e s  of the AAA in effect on the date of the notice to the extent not inconsistent 

with the provisions of this Article Eleven. 

1 1.3.3 The arbitrator shall be bound by the provisions of this Agreement where 

applicable, and shall have no authority to modify any terms and conditions of 

this Agreement in any manner. The arbitrator shall render a decision resolving 

the dispute in an equitable manner, and may deterrnine that monetary damages 

are due to an Owner or may issue a directive that an Owner take certain actions 

or refrain from taking certain actions, but shall not be authorized to order any 

other foiin of relief; provided, however, that nothing in this Article shall preclude 
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11 3.4  

1 1.3.5 

11.3.6 

11.3.7 

the arbitrator froin rendering a decision that adopts the resolution of the dispute 

proposed by an Owner. Unless otheiwise agreed to by the Owners, the arbitrator 

shall render a decision within one hundred twenty (120) days of appointinent, 

and shall notify the Owners in writing of such decision and the reasons 

suppoi-ting such decision. The decision of the arbitrator shall be final and 

binding upon the Owners, and any award inay be enforced in any coui-t of 

competent .jurisdiction. 

The fees and expenses of the arbitrator shall be shared equally by the Owners, 

unless the arbitrator specifies a different allocation. All other expenses and costs 

of the arbitration proceeding shall be the responsibility of the Owner incui-ring 

suclri expenses and costs. 

Unless otheiwise agreed by the Owners, any arbitration proceedings shall be 

conducted in Coluinbus, Ohio. 

Except as provided in this Ai-ticle, the existence, contents, or results of any 

arbitration proceeding under this Article inay not be disclosed without the prior 

written consent of the Owners, provided, however, that either Owner inay make 

disclosures as inay be required to fulfill regulatoiy obligations to any agencies 

having jurisdiction, and may inform its lenders, affiliates, auditors, arid insurers, 

as necessaiy, under pledge of confidentiality, and inay consult with expert 

consultants as required in connection with an arbitration proceeding under pledge 

of confidentiality. 

Nothing in this Agreement shall be construed to preclude either Owner froin 

filing a petition or complaint with FERC with respect to any claim over which 
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FERC has jurisdiction. In such case, the other Owner inay request that FERC 

reject the petition or complaint or otherwise decline to exercise its jurisdiction. 

If FERC declines to act with respect to all or part of a claim, the portion of the 

claim not so accepted by FERC may be resolved through arbitration, as provided 

in this Article. To the extent that FERC asserts or accepts jurisdiction over all or 

part of a claim, the decisions, findings of fact, or orders of FERC shall be final 

and binding, subject to judicial review under the Federal Power Act, 16 U.S.C. 0 

79 1 a et seq., as nnierzded from time to time, and any arbitration proceedings that 

inay have commenced prior to the assertion or acceptance of jurisdiction by 

FERC shall be stayed, pending the outcome of the FERC proceedings. The 

arbitrator shall have no authority to modify, and shall be conclusively bound by, 

any decisions, findings of fact, or orders of FERC; provided, however, that to the 

extent that any decisions, findings of fact, or orders of FERC do not provide a 

final or complete remedy to an Owner seeking relief, such Owner inay proceed 

to arbitration under this Article to secure such a remedy, subject to any FERC 

decisions, findings, or orders. 

1 1.4 The procedures set forth in this Article Eleven shall be the exclusive means for resolving 

disputes arising under this Agreement and shall survive this Agreement to the extent 

necessary to resolve any disputes pertaining to this Agreement. Except as provided in 

Sections 11.3 and 1 1.3.7, neither Owner shall have the right to bring any dispute for 

resolution by a court, agency, or other entity having jurisdiction over this Agreement, 

unless both Owners agree in writing to such procedure. 
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1 1 .S  To the extent that a dispute involves the actions, inactions or responsibilities of Agent 

under this Agreement, the provisions of this Article shall be applicable to such dispute. 

For such purposes, Agent shall be treated as an Owner in applying the provisions of this 

Article. 

IN WITNESS M E R E O F ,  the Pai-ties hereto have caused this Agreement to be signed by 

:heir respective officers thereunto duly authorized, and their corporate seals to be hereunto 

3ffixed on the day and year first above written. 

APPALACHIAN POWER COMPANY 

BY 

AEP GENERATION RESOURCES INC. 

BY 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 

BY 
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THIS MITCHELL, PLANT OPERATING AGREEMENT (“Agreement”), dated 

is by and among Appalachian Power Coinpany (“Appalachian”), a Virginia 

coi-poration qualified as a foreign coi-poration in West Virginia; Kentucky Power Company, a 

Kentucky coi-poration qualified as a foreign corporation in West Virginia (“KPCo”) (such two 

parties hereinafter sometimes referred to as the “Owners”); and American Electric Power Service 

Corporation (“Agent”), a New York coi-poration qualified as a foreign coi-poration in West 

Virginia. Appalachian, KPCo and Agent may hereinafter be referred to as a “Party” or 

collectively as the “Parties”. 

WITNESSETH: 

WHEREAS, Appalachian and KPCo have acquired an undivided ownership interest in 

the Mitchell Power Generation Facility consisting of two 800MW generating units and 

associated plant, equipment and real estate, located in Moundsville, West Virginia, (the 

“Mitchell Plant”); and 

WHEREAS, Appalachian now has an undivided 50% ownership interest in the Mitchell 

Plant and KPCo now has an undivided SO% ownership interest in the Mitchell Plant; and 

WHEREAS, the Owners desire that Appalachian shall operate and maintain the Mitchell 

Plant in accordance with the provisions set foi-th herein; and 

WHEREAS, tlie Owners are subsidiaries of American Electric Power Company, Inc., 

(“AEP”) the parent company in an integrated public utility holding company system, and use the 

services of Agent, (an affiliated company engaged solely in the business of furnishing essential 

seivices to the Owners and to other affiliated companies), as outlined in the service agreements 

between Agent and Appalachian Power Company and between Agent and Kentucky Power 

Company. 



NOW THEREFORE, in consideration of the premises and for the purposes hereinabove 

,ecited, arid in consideration of the mutual covenants hereinafter contained, the signatories agree 

1s follows: 

1.1 

I .2 

1.3 

1.4 

ARTICLE ONE 

FUNCTIONS OF APPALACHIAN AND AGENT 

Appalachian shall operate and maintain the Mitchell Plant in accordance with good utility 

practice consistent with procedures employed by Appalachian at its other generating 

stations, and in confoiinity with the tei-ms and conditions of this Agreement. 

Appalachian shall keep all necessary books of record, books of account and memoranda 

of all transactions involving the Mitchell Plant, and shall make computations and 

allocations on behalf of the Owners, as required under this Agreement. The books of 

record, books of account and memoranda shall be kept in such manner as to conform, 

where so required, to tbe Uniform System of Accounts as prescribed by the Federal 

Energy Regulatory Commission (“FERC”) for Public TJtilities and Licensees (‘‘Uniform 

System of Accounts”), and to the rules and regulations of other regulatory bodies having 

jurisdiction as they may from time to time be in effect. 

The Owners shall establish such joint bank accounts as may from time to time be 

required or appropriate. 

As soon as practicable after the end of the month, Appalachian shall furnish to KPCo a 

statement setting forth the dollar amounts associated with the operation and maintenance 

of the Mitchell Plant as allocated hereunder to Appalachian and KPCo for such month. 
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1 .s 

1.6 

2.1 

2.2 

2.3 

The Owners shall, on a timely basis, deposit sufficient dollar amounts in the appropriate 

bank accounts to cover their respective allocations of such costs. 

Appalachian shall obtain such materials, labor and other services as it considers 

necessary in connection with the performance of the functions to be performed by it 

hereunder from such sources or through such persons as it may designate. 

Agent, as directed by the Operating Coimnittee and consistent with Agent’s service 

agreements with Appalachian and KPCo, shall provide services necessaiy for the safe 

and efficient operation and maintenance of the Mitchell Plant. 

ARTICLE TWO 

APPORTIONMENT OF CAPACITY AND ENERGY 

The Total Net Capability of the Mitchell Plant at the Mitchell Unit 1 and Unit 2 low- 

voltage busses, after taking into account auxiliary load demand, is 1,600,000 kilowatts. 

The Owners may from time to time modify the Total Net Capability of the Mitchell Plant 

as they may mutually agree. 

The Total Net Generation of the Mitchell Plant during a given period, as determined by 

the requirements of Appalachian and KPCo, shall mean the electrical output of the 

Mitchell Plant generators during such period, measured in kilowatt hours by suitable 

instruments, reduced by the energy used by auxiliaries for the Mitchell Unit 1 and Unit 2 

during such period. 

In any hour, Appalachian and KPCo shall share the minimum load responsibility of 

Mitchell Unit 1 and Unit 2 in respective amounts proportionate to their ownership 
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!.4 

2.5 

3.1 

3.2 

interests in the Mitchell Plant at such time. Each Owner shall independently dispatch its 

share of the generating capacity between minimum and full load. 

In any hour during which the Mitchell Units are out of service, the energy used by the 

out-of-service Units’ auxiliaries during such hour shall be provided by Appalachian and 

KPCo in respective amounts propoi-tionate to their ownership interests in the Mitchell 

Plant at such time. 

Appalachian shall at all times accept KPCo’s share of the Mitchell Plant Total Net 

Capability into its transinissioii system at the low-voltage busses of the Mitchell Plant, 

and shall deliver KPCo’s share of energy used by the Mitchell Plant auxiliaries when the 

Units are out of service, as part of the energy interchange between and Appalachian and 

KPCo. 

ARTICLE THREE 

REPLACEMENTS, ADDITIONS, AND RETIREMENTS 

Appalachian shall from time to time make or cause to be made any necessary additions 

to, replacements of, and retirements of capitalizable facilities associated with the Mitchell 

Plant as may be inutually agreed upon by the Owners. 

The dollar amounts associated with any additions to, replacements of, or retirements of 

capitalizable facilities associated with the Mitchell Plant shall be allocated to 

Appalachian and KPCo in respective amounts proportionate to their ownership interests 

in the Mitchell Plant at the time such additions, replacements, or retirements are made. 



4.1 

1.2 

5.1 

5.2 

5.3 

ARTICLE FOUR 

WORKING CAPITAL REQUIREMENTS 

Appalachian and KPCo shall periodically rriutually determine the amount of hnds  

required for use as working capital in meeting payrolls and other expenses incurred in the 

operation and maintenance of the Mitchell Plant, and in buying materials and supplies 

(exclusive of he l )  for the Mitchell Plant. 

Appalachian and KPCo shall from time to time provide their share of working capital 

requirements in respective amounts proportionate to their ownership interests at such 

time in the Mitchell Plant, 

ARTICLE FIVE 

INVESTMENT IN FIJEL 

Appalachian and Agent shall establish and maintain reserves of coal in stock pile for the 

Mitchell Plant of such quality and in such quantities as Appalachian and Agent shall 

determine to be required to provide adequate he1 reserves against inteimptions of normal 

he1 supply. 

The Owners shall make such monthly investments in the common coal stock pile 

associated with the Mitchell Plant as are necessary to maintain the number of tons in such 

coal stock pile, after taking into account the coal consumption from the common coal 

stock pile by Mitchell Unit 1 and Unit 2 during such month. 

At any time, Appalachian’s and KPCo’s respective shares of the investment in the 

common coal stock pile shall be proportionate to their ownership interests at such time in 

the Mitchell Plant. 
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Fuel oil reserves and fuel oil charged to operation for the Mitchell Plant shall be owned 5.4 

5.1 

and accounted for between the Owners in the same manner as coal. 

ARTICLE SIX 

APPORTIONMENT OF STATION COSTS 

The allocation to the Owners of fuel expense associated with Mitchell Unit 

shall be determined by Appalachian and Agent as follows: 

and Unit 2 

a. In any calendar month, the unit cost of coal received for the Mitchell Plant 

common coal stock pile shall be deteiinined by dividing (i) the sum of the total 

delivered cost of coal received for the Mitchell Plant coinmon coal stock pile 

during such month and the associated total coal storage costs, coal unloading 

costs and fuel handling costs incurred during such month by (ii) the total number 

of tons of coal delivered to the Mitchell Plant common coal stock pile during such 

month. 

In any calendar month, the total cost of coal received for the Mitchell Plant 

common coal stock pile shall be deteiinined by multiplying (i) the unit cost of 

coal received for such common coal stock pile for such month as deteiinined by 

the provisions of Section 6.1 (a) by (ii) the number of tons of coal received for 

such conmon stock pile during such month. 

The number of tons of coal consumed by the Mitchell Plant in each calendar 

month from the Mitchell Plant common coal stock pile shall be detennined and 

b. 

c. 

shall be converted into a dollar amount equal to the product of (i) the average cost 

per ton of coal associated with the Mitchell Plant in the Mitchell Plant coal stock 
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5.2 

5.3 

5.4 

5.5 

pile at the close of such month, and (ii) the number of tons of coal consumed by 

the Mitchell Plant from the Mitchell Plant coinmon coal stock pile during such 

month. Such dollar amount shall be credited to the Mitchell Plant fuel in stock 

pile and charged to Mitchell Plant fuel consumed. 

In each calendar month, Appalachian’s and KPCo’s respective shares of the 

Mitchell Plant fuel consumed expense as deteiinined by the provisions of Section 

6.1 (c) shall be proportionate to each Owner’s dispatch of the Mitchell Plant in 

such month. 

Fuel oil reserves will be owned and accounted for in the same manner as coal 

stock pile, and fuel oil consumed will be allocated to the Owners in the same 

manner as coal consumed. 

d. 

e. 

For pui-poses of this Agreement, KPCo’s Assigned Capacity in the Mitchell Plant shall be 

equal to 50% of the Total Net Capability, arid Appalachian’s Assigned Capacity shall be 

equal to 50% of the Total Net Capability. 

For each calendar month, Appalachian and Agent will, to the extent practicable, 

deteimine all Mitchell Plant operations expenses and associated overheads, as accounted 

for under the FERC Uniform System of Accounts. 

For each calendar month, Appalachian and Agent will, to the extent practicable, 

deteimine all Mitchell Plant maintenance expenses and associated overheads, as 

accounted for under the FERC Uniform System of Accounts. 

In each calendar month, Appalachian’s and KPCo’s respective shares of operations and 

maintenance expenses associated with the Mitchell Plant, as determined in accordance 

with Sections 6.3 and 6.4, shall be proportionate to their respective ownership interests. 
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6.6 

7.1 

7.2 

Each Owner shall bear the cost of all taxes attributable to its respective ownership interest 

in the Mitchell Plant. 

ARTICLE SEVEN 

OPERATING COMMITTEE AND OPERATIONS 

By written notice to each other, the Owners arid Agent each shall name one 

representative (“Operating Representative”) and one alternate to act for it in matters 

pertaining to operating arrangements under this Agreement. Any Party may change its 

Operating Representative or alternate at any time by written notice to the other Parties. 

The Operating Representatives for the respective Pai-ties, or their alternates, shall 

cotnprise the Operating Cornnittee. All decisions, directives, or other actions by the 

Operating Committee must be by unanimous agreement of the Operating Representatives 

of Appalachian and KPCo. The Operating Representative of Agent, or of any third pai-ty 

that provides seivices in replacement of Agent, shall be free to express the views of 

Agent or such third pai-ty on any matter, but shall not have a vote on the Operating 

Cormnittee. Except as otherwise provided in Sections 1 1.1, 1 1.2 and 1 1.3 with respect to 

a dispute referred to the Operating Comnittee by an Owner, the failure of the Owners’ 

respective Operating Representatives to unanimously agree with respect to a matter 

pending before the Operating Cornnittee shall not be considered to be a dispute that 

would be subject to resolution under Article Eleven. 

The Operating Cormnittee shall have the following responsibilities: 
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a. 

b. 

C. 

d. 

e. 

f. 

g. 

h. 

Review arid approval of an annual budget and annual operating plan, including 

determination of the emission allowances required to be acquired by Appalachian 

and KPCo. 

Establishment and review of procedures and systems for dispatch, notification of 

dispatch, and unit coimnitrnent under this Agreement, including any commitment 

of Called Capacity pursuant to Section 7.6.2. 

Establishment and monitoring of procedures for coinmunication and coordination 

with respect to the Mitchell Plant capacity availability, fuel-firing options, and 

scheduling of outages for maintenance, repairs, equipment replacements, 

scheduled inspections, and other foreseeable cause of outages, as well as the 

return to availability following an unplanned outage. 

Decisions on capital expenditures, including unit upgrades and re-powering. 

Determinations as to changes in the unit capability and decisions on unit 

retirement. 

Establishment and modification of billing procedures under this Agreement. 

Specification of fuels, oversight of fuel inspection and certification procedures, 

management of fuel inventories, and allocation of rights under fuel supply and 

transportation contracts. 

Establishment of, teiinination of, and approval of any change or amendment to L e  

operating arrangements between Appalachian and Agent or any replacement third 

pai-ty with respect to the Mitchell Plant generating units; provided, however, that 

Agent or any replacement third party shall participate in discussions pursuant to 
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7.3 

7.4 

7.5 

7.6 

this subsection 7.2.h only if and to the extent requested to do so by both 

Appalachian and KPCo. 

Review and approval of plans and procedures designed to insure compliance with 

any environmental law, regulation, ordinance or peimit, including procedures for 

allocating and using emission allowances or for any programs that peimit 

averaging at more than one unit for compliance. 

Other duties as assigned by agreement of Appalachian and KPCo. 

1. 

1 .  

The Operating Committee shall meet at least annually, and at such other times as any 

Pai-ty may reasonably request. 

The Parties shall cooperate in providing to the Operating Comnittee the information it 

reasonably needs to cany out its duties, and to supplement or coi-rect such information on 

a timely basis. 

Appalachian and KPCo will each make an initial unit commitment one business day 

ahead of real-time dispatch. 

For purposes of this Section and subsections of this Section, the terms “Party” or 

“Pai-ties” refers only to Appalachian and KPCo, or both of them, as the case may be. 

7.6.1 If Mitchell Unit 1 or Unit 2 is designated to be committed by both Pai-ties, such 

unit will be brought on line or kept on line. If neither Party designates Mitchell 

Unit 1 or IJnit 2 to be committed, such unit will remain off line or to be taken 

offline. 

When a Mitchell Unit is designated to be comnitted by one Party, but designated 

not to be committed by tlie other Pai-ty, tlie unit will be brought on line or kept on 

line if the Party designating the unit for commitment undertakes to pay any 

7.6.2 
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applicable start-up costs for the unit, as well as any applicable minimum running 

costs for the unit thereafter, in which event the unit shall be brought on line or 

kept on line, as the case may be. The Party so designating the unit to be 

committed shall have the riglit to schedule and dispatch up to all of the Available 

Capacity of the unit. Available Capacity means that portion of the Owners’ 

aggregate Assigned Capacity that is cuirently capable of being dispatched. The 

Party exercising this right shall be refelred to as the “Calling Party,” and the 

capacity called by that Party in excess of its Assigned Capacity Percentage of the 

Available Capacity of that unit shall be refeired to as its “Called Capacity.” The 

other Party shall be refeired to as the “Non-Calling Party”. The Calling Party shall 

provide reasonable notice to the Non-Calling Party of its call, including any start- 

up or shut-down time for the Unit. For purposes of this Agreement, ICPCo’s 

Assigned Capacity Percentage shall be SO%, and Appalachian’s Assigned 

Capacity Percentage shall be 50%. 

The Non-Calling Pai-ty can reclaim any Called Capacity attributable to its 

Assigned Capacity share by giving the Calling Party notice equal to the normal 

start-up time for the unit. At the end of the notice period, the Non-Calling Party 

shall have the right to schedule and dispatch the recalled capacity. At that point, 

the Non-Calling Party shall resume its responsibility for its share of any 

applicable start-up costs for the unit and prospectively shall bear its responsibility 

for the costs associated with its Assigned Capacity from the unit. 

If any capacity remains available but is not dispatched from a Party’s Available 

Capacity committed as a result of the initial unit commitment, the other Party may 

7.6.3 

7.6.4 



7.7 

7.8 

only schedule and dispatch such capacity pursuant to agreement with the non- 

dispatching Party. 

Appalachian and KPCo shall be individually responsible for any fees charged by FERC 

on the basis of the sales or transmission by each of capacity or energy at wholesale in 

interstate commerce. 

Emission Allowances. To the extent such assignment has not previously occui-red, on or 

before the effective date of this Agreement, Appalachian and Agent will assign to KPCo 

a pro rata share of the remaining Emission Allowances for each vintage year of Emission 

Allowances, issued by the U.S. Environmental Protection Agency (“USEPA”) pursuant 

to Title IV of the Clean Air Act Amendments of 1990 and any regulations thereunder, 

and any other emission allowance trading program created under the Clean Air Act and 

administered by USEPA or the State of West Virginia, including but not limited to the 

Clean Air Interstate Rule 40 CFR Parts 96 and 97, and any amendments thereto 

(“Emission Allowances”), that it has received from the Administrator of USEPA or the 

State of West Virginia with respect to the Mitchell Plant in the past and has not expended 

as of the date of assignment. In addition, Appalachian will assign to KPCo a pro rata 

share of such Emission Allowances which were purchased by Appalachian or Agent and 

held in any account for use at the Mitchell Plant. In each case, the number of such 

Emission Allowances to be assigned by Appalachian to KPCo will be deteimined by 

multiplying KPCo’s Assigned Capacity Percentage, as specified in Section 7.6.2, by the 

total of such Emission Allowances that Appalachian or Agent has received or purchased 

for the Mitchell Plant and has not expended as of the date of assignment rounded to the 

nearest whole number. Emission Allowances received by Appalachian with respect to 
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the Mitchell Plant will be shared by the Appalachian and KPCo in accordance with the 

Assigned Capacity Percentage of each of them. To the extent that additional Emission 

Allowances are required for operation of the Mitchell Plant, Appalachian and KPCo will 

each be responsible for acquiring sufficient Emission Allowances to satisfy the Emission 

Allowances required because of its dispatch of energy from the Mitchell Plant, and the 

Emission Allowances required to satisfy the Emission Allowance surrender obligations 

attributable to the Mitchell Plant imposed under the Consent Decree between USEPA and 

Ohio Power Company entered on December 10,2007, in Civil Action No. C2-99-1182 

and consolidated cases by the U.S. District Court in the Southern District of Ohio. Agent 

will also detei-mine the number and allocation of Emission Allowances to be supplied to 

any third-party unit operator under applicable designated representative agreements. On 

or before Januaiy 10 of each year, Agent shall deteiinine and notify Appalachian and 

KPCo of the number of additional annual Emission Allowances consumed by each of 

them through December 3 1 of the previous year, and Appalachian and KPCo shall each 

transfer into the Mitchell Plant U.S. EPA Allowance Transfer System account that 

number of Emission Allowances with a sinall compliance margin by Januaiy 3 1 of that 

year. For seasonal Emission Allowance programs, Agent shall deteiinine and notify 

Appalachian and KPCo of the number of additional seasonal Emission Allowances 

consumed by each of them during the applicable compliance period by the 1 Oth day of the 

first month following the end of the compliance period, and Appalachian and KPCo shall 

each transfer into the appropriate Mitchell Plant 1J.S. EPA Allowance Transfer System 

Account that number of Emission Allowances with a small compliance margin by the last 

day of the first month following the end of the compliance period. In the event that 
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Appalachian or KPCo fails to surrender the required number of Emission Allowances by 

7.9 

7.10 

Januaiy 3 1 or the last day of the first month following any seasonal compliance period, 

Agent shall purchase tlie required number of Emission Allowances, arid Appalachian or 

KPCo, as the case may be, shall reimburse Agent for such purchases, with interest at the 

Federal Funds Rate (as published by the Board of Governors of the Federal Reserve 

System as froin time to time in effect) running from the date of such purchases to the date 

of payment. The Operating Committee will develop procedures to be implemented after 

the end of each calendar year to account for the Emission Allowances required by the use 

of the Mitchell Plant by Appalachian and KPCo and to correct any imbalance between 

Emission Allowances supplied and Emission Allowances used through the end of the 

preceding year by settlement or payment. 

Capital repairs and improvements to the Mitchell Plant will be determined by the 

Operating Cornrnittee pursuant to the annual budgeting process set forth in Section 7.10. 

Expenditures that the Operating Committee deteiinines have been or will be incurred 

exclusively for one Owner shall be assigned exclusively to that Owner. 

At least 90 days before the start of each operating year, Appalachian and Agent shall 

submit to the Operating Committee a proposed annual budget with respect to the Mitchell 

Plant, a proposed annual operating plan, and an estimate and schedule of costs to be 

incurred for major maintenance or replacement itenis during the next six-year period. 

The annual budget shall be presented on a month-bymonth basis for each month during 

the next operating year, and shall include an operating budget, a capital budget, an 

estimate of the cost of any major repairs that are anticipated will occur during such 

operating year with respect to tlie Mitchell Plant, and an itemized estimate of all 



5.1 

8.2 

9.1 

projected non-fuel variable operating expenses relating to the operation of the Mitchell 

Plant during that operating year. The riiernbers of the Operating Committee will meet and 

work in good faith to agree upon the final annual budget and final annual operating plan. 

Once approved, the annual budget and annual operating plan shall remain in effect 

throughout the applicable operating year, subject to such changes, revisions, 

amendments, and updating as the Operating Committee may deteimine. 

ARTICLE EIGHT 

EFFECTIVE DATE AND TERM 

Sub.ject to FERC approval or acceptance for filing, the effective date of this Agreement 

shall be [January 1, 20141. 

Subject to FERC approval or acceptance, if necessary, this Agreement shall remain in 

force until such time as (i) KPCo or Appalachian has divested itself of all or any portion 

of its ownership interest in the Mitchell Plant, other than assignment or other transfer of 

such ownership interests to another AEP affiliate; or (ii) either KPCo or Appalachian is 

no longer a direct or indirect wholly owned subsidiary of AEP; or (iii) KPCo and 

Appalachian may inutually agree to tei-minate this Agreement. 

ARTICLE NINE 

GENERAL, 

This Agreement shall inure to the benefit of and be binding upon the signatories hereto 

and their respective successors and assigns, but this Agreement may not be assigned by 
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any signatoiy without the written consent of the others, which consent shall not be 

9.2 

9.3 

9.4 

3.5 

unreasonably withheld. 

This Agreement is subject to the regulatory authority of any State or Federal agency 

having jurisdiction. 

The interpretation and perfonnance of this Agreement shall be in accordance with the 

laws of the State of Ohio, excluding conflict of laws principles that would require the 

application of the laws of a different jurisdiction. 

This Agreement supercedes all previous representations, understandings, negotiations, 

and agreements, either written or oral between the signatories or their representatives 

with respect to operation of the Mitchell Plant, and constitutes the entire agreement of the 

signatories with respect to the operation of the Plant. Notwithstanding the foregoing, this 

Agreement does not supercede any previous agreements among any of the signatories 

allocating or transfell-ing rights to capacity arid associated energy, or ownership, of the 

Mitchell Plant. 

Each party shall designate in writing a representative to receive any and all notices 

required under this Agreement. Notices shall be in writing and shall be given to the 

representative designated to receive them, either by personal deliveiy, certified mail, 

facsimile, e-mail or any similar means, properly addressed to such representative at the 

address specified below: 
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APPAL,ACHIAN POWER COMPANY 

Attn: 

Phone: 

Facsimile: 

Email: 

KENTUCKY POWER COMPANY 

Attn: 

Phone: 

Facsimile: 

Email: 

AMERICAN ELECTRIC POWER SERVICE 
CORPORATION 

Attn: 

Phone: 

Facsimile: 

Email : 

All notices shall be effective upon receipt, or upon such later date following receipt as 

set forth in the notice. Any Party may, by written notice to the other Parties, change the 

representative or the address to which such notices are to be sent. 
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10.1 

11.1 

11.2 

11.3 

ARTICLE TEN 

LIMITATION OF LIABILITY 

Notwithstanding anything in this Agreement to the contrary, neither of the Owners 

or Agent shall be liable under this Agreeinerit for special, consequential, indirect, 

punitive or exemplaiy damages, or for lost profits or business interruption damages, 

whether arising by statute, in tort or contract or otherwise. 

ARTICL,E ELEVEN 

DISPTJTE RESOLUTION 

If either Owner believes that a dispute has arisen as to the meaning or application of this 

Agreement, it shall present that matter to the Operating Committee in writing, and shall 

provide a copy of that writing to the other Owner. 

If the Operating Coinmittee is unable to reach agreement on any dispute within thirty (30) 

days after the dispute is presented to it, the matter shall be referred to the chief operating 

officers of the Owners for resolution in the manner that such individuals shall agree is 

appropriate; provided, however, that either Owner involved in a dispute may invoke the 

arbitration provisions set foi-th in Section 1 1.3 at any time after the end of the thirty 

(30)day period provided for the Operating Committee to reach agreement if the Operating 

Coimnittee has not reached agreement. 

If the Owners are unable to resolve a dispute through the Operating Coimnittee within 

thirty (30) days after the dispute is presented to the Operating Committee pursuant to 

Section I 1.1 , or through reference of the matter to the chief operating officers of the 

Owners pursuant to Section 1 1.2, either Owner may commence arbitration proceedings 

by providing written notice to the other Owner, detailing the nature of the dispute, 
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designating the issue(s) to be arbitrated, identifying the provisions of this Agreement 

under which the dispute arose, and setting forth such Owner’s proposed resolution of 

such dispute. 

1 1.3.1 Within ten (1 0) days of the date of the notice of arbitration, a representative of 

each Owner shall meet for the purpose of selecting an arbitrator. If the Owner’s 

representatives are unable to agree on an arbitrator within fifteen (1 5 )  days of the 

date of the notice of arbitration, then an arbitrator shall be selected in accordance 

with the procedures of the American Arbitration Association (“AAA”). Whether 

the arbitrator is selected by the Owner’s representatives or in accordance with the 

procedures of the AAA, the arbitrator shall have the qualifications and experience 

in the occupation, profession, or discipline relevant to the subject matter of the 

dispute. 

1 1.3.2 Any arbitration proceeding shall be subject to the Federal Arbitration Act, 9 

U.S.C. 5 5  1 et seq. (1 994), as it may be amended, or any successor enactment 

thereto, and shall be conducted in accordance with the coimriercial arbitration 

rules of the AAA in effect on the date of the notice to the extent not inconsistent 

with the provisions of this Article. 

1 1.33 The arbitrator shall be bound by the provisions of this Agreement where 

applicable, and shall have no authority to modify any teims and conditions of this 

Agreement in any manner. The arbitrator shall render a decision resolving the 

dispute in an equitable manner, and may determine that monetary damages are 

due to an Owner or may issue a directive that an Owner take certain actions or 

refrain from taking certain actions, but shall not be authorized to order any other 
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forin of relief; provided, however, that nothing in this Article shall preclude the 

arbitrator froin rendering a decision that adopts the resolution of the dispute 

proposed by an Owner. Unless otherwise agreed to by the Owners, the arbitrator 

shall render a decision within one hundred twenty (120) days of appointment, and 

shall notify the Owners in writing of such decision and the reasons supporting 

such decision. The decision of the arbitrator shall be final and binding upon the 

Owners, and any award may be enforced in any court of competent jurisdiction. 

1 1.3.4 The fees and expenses of the arbitrator shall be shared equally by the Owners, 

unless the arbitrator specifies a different allocation. All other expenses and costs 

of the arbitration proceeding shall be the responsibility of the Owner iticui-ring 

such expenses and costs. 

1 1.3.5 Unless otheiwise agreed by the Owners, any arbitration proceedings shall be 

conducted in Columbus, Ohio. 

1 1.3.6 Except as provided in this Article, the existence, contents, or results of any 

arbitration proceeding under this Article may not be disclosed without the prior 

written consent of the Owners, provided, however, that either Owner may inake 

disclosures as may be required to fiilfill regulatory obligations to any agencies 

having jurisdiction, and may inform its lenders, affiliates, auditors, arid insurers, 

as necessaiy, under pledge of confidentiality, and inay consult with expert 

consultants as required in connection with an arbitration proceeding under pledge 

of confidentiality. 

11 3.7 Nothing in this Agreement shall be construed to preclude either Owner from filing 

a petition or complaint with FERC with respect to any claim over which FERC 
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has jurisdiction. In such case, the other Owner may request that FERC reject the 

petition or complaint or otherwise decline to exercise its jurisdiction. If FERC 

declines to act with respect to all or part of a claim, the portion of the claim not so 

accepted by FERC may be resolved through arbitration, as provided in this 

Article. To the extent that FERC asserts or accepts jurisdiction over all or part of 

a claim, the decisions, findings of fact, or orders of FERC shall be final and 

binding, subject tojudicial review under the Federal Power Act, 16 U.S.C. (j 791a 

et seq., as amended froin time to time, and any arbitration proceedings that may 

have comnenced prior to the assertion or acceptance of jurisdiction by FERC 

shall be stayed, pending the outcome of the FERC proceedings. The arbitrator 

shall have no authority to modify, and shall be conclusively bound by, any 

decisions, findings of fact, or orders of FERC; provided, however, that to the 

extent that any decisions, findings of fact, or orders of FERC do not provide a 

final or complete remedy to an Owner seeking relief, such Owner may proceed to 

arbitration under this Article to secure such a remedy, subject to any FERC 

decisions, findings, or orders. 

1 1.4 The procedures set forth in this Article shall be the exclusive means for resolving 

disputes arising under this Agreement and shall survive this Agreement to the extent 

necessary to resolve any disputes pertaining to this Agreement. Except as provided in 

Sections 1 1.3 and 1 1.3.7, neither Owner shall have the right to bring any dispute for 

resolution before a court, agency, or other entity having jurisdiction over this Agreement, 

unless both Owners agree in writing to such procedure. 
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11 .S To the extent that a dispute involves the actions, inactions or responsibilities of Agent 

under this Agreement, the provisions of this Article shall be applicable to such dispute. 

For such purposes, Agent shall be treated as an Owner in applying the provisions of this 

Article. 

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be executed 

oy their officers thereunto duly authorized as of the date first above written. 

APPAL,ACHIAN POWER COMPANY 

KENTUCKY POWER COMPANY 

BY: 

Title: 

AMERICAN ELECTRIC POWER SERVICE 
CORPORATION 

BY: 

Title: 

23 



ANY 

RATE SCHEDULE NO. 303 

Joint Tariff Common Name: “Mitchell Plant Operating Agreement” 

Designated Filing Company: Appalachian Power Company (APCo) 

Designated Filing Company Tariff Title: APCo Rate Schedules and Service 
Agreements Tariffs 

Designated Filing Company Tariff Program: FPA (Cost Based) 

Designated Filing Company Tariff Record Adopted by Reference (Record Content 
DescriptiodTariff Record Title): Rate Schedule No. 303, Mitchell Plant Operating 
Agreement. 

No limitations: All versions of the agreement 

Description of Tariff Rate Schedule under which APCo, Kentucky Power Company, 
and American Electric Power Service Corporation (in an agency role) will operate and 
maintain the Mitchell Plant. 



Attachment 4: 

1. Certificate of Concurrence - AEP Generation Resources Inc. regarding the Spoin 
Plant Operating Agreement 

2. Certificate of Concurrence - Kentucky Power Company regarding the Mitchell Plant 
Operating Agreement 



NC 

This is to certify that AEP Generation Resources Inc. (AEP Generation 
Resources), a Delaware coi-poration, assents to and concurs in the FERC FPA Electric 
Tariff described below, which Appalachian Power Company (APCo), the designated 
filing company, has filed in its “APCo Rate Schedules and Seivice Agreements Tariffs” 
database. 
Name of Tariff Adopted by Reference: Spoi-n Plant Operating Agreement 

APCO Tariff Record Adopted by Reference: Rate Schedule No. 302, Sporn Plant 
Operating Agreement 

Description of Tariff: Rate Schedule under which APCo, AEP Generation Resources 
and American Electric Power Service Corporation (in an agency role) will operate and 
maintain the Sporn Plant. 

By: /John C. Crespo/ 
John C. Crespo, 
Deputy General Counsel - Regulatory Seivices 
Dated: October 26, 20 12 



c FXCATE OF CONCU 

This is to certify that Kentucky Power Company (KPCo), a Kentucky 
corporation, assents to and concurs in the FERC FPA Electric Tariff described below, 
which Appalachian Power Company (APCo), the designated filing company, has filed in 
its “APCo Rate Schedules and Service Agreements Tariffs” database. 

Name of Tariff Adopted by Reference: Mitchell Plant Operating Agreement 
APCO Tariff Record Adopted by Reference: Rate Schedule No. 303, Mitchell Plant 
Operating Agreement 

Description of Tariff Rate Schedule under which APCo, KPCo and American Electric 
Power Service Corporation (in an agency role) will operate and maintain the Mitchell 
Plant. 

By: /John C. Crespo/ 
John C. Crespo, 
Deputy General Counsel - Regulatory Services 
Dated: October 26, 2012 



kwalton 



Steven J. Ross 
2024296279 
sross@steptoe.com -b 

S T E P T O E  & J O H N S O N  L L P  

1330 Connecticut Avenue, NW 
Washington, DC 20036-1 795 
202 429 3000 main 
www.steptoe.com 

October 31,2012 

The Honorable Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C. 20426 

Re: Appalachian Power Company 
Docket No. ER13- -000 

Kentucky Power Company 
Docket No. ER13- -000 

AEP Generation Resources Inc. 
Docket No. ER13- -000 

Dear Secretary Bose: 

American Electric Power Service Corporation (“AEPSC”), on behalf of Appalachian 
Power Company (“APCo”), Kentucky Power Conipany (“KPCo”), and AEP Generation 
Resources Inc. (“AEP Generation Resources”) (AEPSC, APCo, KPCo, and AEP Generation 
Resources collectively may be referred to as “AEP”), hereby submits for filing (i) the Sporn 
Plant Operating Agreement among APCo, AEP Generation Resources, and AEPSC (“Sporn 
Agreement”), and (ii) the Mitchell Plant Operating Agreement among APCo, KPCo, and AEPSC 
(“Mitchell Agreement”). AEPSC respectfullv requests that the Commission establish 
December 17,2012 as the comment date for this filing. This extended comment period 
would allow interested parties extra time (an additional 26 days bevond what is set forth in 
18 C.F.R. D 35.8) to comment on the filinp;, 

mailto:sross@steptoe.com
http://www.steptoe.com
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r. 

This filing includes the following documents in addition to the relevant Tariff Records:’ 

1. Attachment A - Clean Tariff Attachments for the Sporn Plant Operating 
Agreement (APCo Rate Schedule No. 302 and AEP Generation Resources Rate 
Schedule No. 302); 

Attachment B - Clean Tariff Attachments for the Mitchell Plant Operating 
Agreement (APCo Rate Schedule No. 303 and KPCo Rate Schedule No. 303); 
and 

Attachment C - Certificates of Concurrence signed on behalf of AEP Generation 
Resources and KPCo. 

2. 

3. 

BACKGROUND 

As described in detail in a Federal Power Act Section 203 application that AEPSC is 
submitting contemporaneously with this filing, the Public Utilities Commission of Ohio has 
approved a comprehensive restructuring of AEP’ s Ohio utility affiliate, Ohio Power Company 
(“Ohio Power”).2 Among other things, that restructuring provides for Ohio Power to separate its 
generation facilities from its transmission and distribution facilities. In a separate Section 203 
application, APCo, KPCo, and AEP Generation Resources are seeking authority for (i) APCo to 
obtain from AEP Generation Resources Ohio Power’s former interest in Unit No. 3 of the John 
E. Amos Plant and appurtenant interconnection facilities (“Amos Plant”) (APCo already owns an 
interest in Amos Unit No. 3) and an 50% undivided interest in the Mitchell Power Generating 
Facility and appurtenant interconnection facilities (“Mitchell Plant”), and (ii) KPCo to obtain 
from AEP Generation Resources the remaining SO% undivided interest in the Mitchell Plant. 

Once these transactions are consummated, AEP Generation Resources will operate the 
former Ohio Power generating facilities (other than Amos Unit No. 3, the Mitchell Plant, and the 
Philip Sporn Plant (“Sporn Plant”)) as a standalone generating company. As discussed below, 
APCo will operate the Sporn Plant and the Mitchell Plant in accordance with the operating 
agreements that are the subject of this filing. APCo also will own and operate all the units at the 
Amos Plant. Therefore, as of the consummation of the transaction under which APCo will 
obtain Ohio Power’s former interest in Amos Unit No. 3, the current operating agreement among 
APCo, Ohio Power, and AEPSC will be terminated. 

(Sporn Unit Nos. 1-4) and one 450,000 kW coal-fired unit (Sporn Unit No. 5 )  at the Sporn Plant 
The generating facilities covered by this filing are (i) four 150,000 kW coal-fired units 

’ The same filing is being submitted in three Tariff IDS, so the relevant Tariff Records will vary 
with each of the three filings. Each of the three filings will include Attachments A through C for 
convenience of the reviewer. 

’ Prior to December 31,201 1, AEP had two Ohio utility affiliates, Ohio Power and Columbus 
Southern Power Company (“CSP”). On December 31,201 1, Ohio Power and CSP completed a 
reorganization transaction pursuant to which CSP was merged into Ohio Power. That transaction 
was approved by this Commission in an order issued on July 1,201 1, in Docket No. ECl1-37. 
CSP’s former generating resources are not at issue in this proceeding. 
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near New Haven, West Virginia and (ii) two 800,000 kW coal-fired units at the Mitchell Plant 
located in Moundsville, West Virginia. TJnder the current arrangements, APCo owns Sporn Unit 
Nos. 1 and 3, and Ohio Power owns Sporn TJnit Nos. 2 ,4 ,  and 5 .  Sporn Unit No. 5 was retired 
on February 13, 2012. Because the plant is located in APCo’s service territory, APCo has 
operated and maintained the Sporii Plant, including the units owned by Ohio Power, under the 
terms of an existing agreement between APCo and Ohio Power. TJnder the Ohio corporate 
separation plan noted above, AEP Generation Resources will obtain Sporn Unit Nos. 2,4,  and 5.  
APCo and AEP Generation Resources have agreed that APCo will continue to operate the Sporn 
Plant under the terms and conditions of the Sporn Agreement, which is discussed in more detail 
below. 

Under the transactions described above, the Mitchell Plant ultimately will be transferred 
to APCo (which will acquire a 50% undivided interest) and KPCo (which will also acquire a 
50% undivided interest). APCo and KPCo have agreed that APCo will operate the Mitchell 
Plant under the terms and conditions of the Mitchell Agreement, which is discussed in more 
detail below. 

11. DISCUSSION 

A. The Sporn Agreement 
The Sporn Agreement supersedes the current operating agreement (which will be 

terminated), and sets out the terms under which APCo and AEPSC (as agent for APCo and AEP 
Generation Resources) will operate and maintain the Sporn Plant. Article One sets out APCo’s 
and AEPSC’s functions, including their obligations to operate and maintain the plant in 
accordance with good utility practices, to maintain the necessary books, records, and joint bank 
accounts for transactions involving the Sporn Plant, and to prepare statements detailing for AEP 
Generation Resources the monthly costs associated with operating and maintaining the plant. 
Article Two provides that each owner has the right to call on, at any and all times, the entire 
output of the Sporn Plant units that it owns. Article Three details each party’s responsibilities 
and obligations for the costs of installing additional or replacement facilities at the plant, and 
specifies generally that the cost of facilities for jointly-owned property will be allocated in 
accordance with the ratio of each owner’s ownership interest. Article Four discusses the owners’ 
working capital requirements. 

Article Five of the Sporn Agreement details the apportionment of the costs of operating 
and maintaining the Sporn Plant. That article provides for APCo and AEPSC to determine the 
operating and maintenance costs directly attributable to specific units, which will be allocated to 
the owner of those units, and the costs that are not directly attributable to specific units, which 
will be allocated 50% to each owner. Article Five further provides for AEPSC (subject to 
direction from the Operating Committee established pursuant to ArticIe Six) to procure fuel for 
the Sporn Plant and to assess the associated fuel costs (including transportation and any carrying 
costs) to the respective owners. The article further provides that AEP Generation Resources may 
exercise an option to supply the fuel for one or more of the plants it owns, in which case AEP 
Generation Resources will still be allocated a portion of the fuel delivery and storage facility 
costs. 
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As just noted, Article Six provides for the establishment of an Operating Committee, 
consisting of representatives of each owner and AEPSC, as agent. Decisions by the Operating 
Committee must be agreed to by APCo and AEP Generation Resources. The Operating 
Committee’s responsibilities include: (i) review and approval of annual budgets and operating 
plans, (ii) establishment of dispatch and unit commitment procedures, (iii) establishment of 
communication and coordination protocols, (iv) decisions on capital expenditures, 
(v) deterininations on changes in unit capability and retirement(s), (vi) establishment of billing 
procedures, (vii) specification of fuel inspection and management procedures, and (viii) review 
and approval of changes to the Sporn Plant operating procedures, and plans to comply 
with environmental laws and other regulations, ordinances, and permits. The remaining articles 
include standard contract provisions addressing, among other things, compliance with regulatory 
requirements, limitations on liability, assignment, and dispute resolution. 

B. The Mitchell Agreement 

The Mitchell Agreement is similar to the Sporn Agreement. Like the Sporn Agreement, 
Article One of the Mitchell Agreement sets out APCo’s and AEPSC’s functions, including their 
obligations to operate and maintain the plant in accordance with good utility practices, to 
maintain the necessary books, records, and joint bank accounts for transactions involving the 
Mitchell Plant, and to prepare statements detailing for KPCo the monthly costs associated with 
operating and maintaining the plant. Article Two provides for the apportionment of capacity and 
energy between APCo and KPCo, and provides for APCo to accept, at all times, KPCo’s share of 
the Mitchell Plant’s total net capability into APCo’s transmission facilities. Articles Three and 
Four of the Mitchell Agreement are substantially the same as Articles Three and Four of the 
Sporn Agreement. 

pile to provide adequate fuel reserves for normal operations, and for the owners to make monthly 
investments in the comrnon coal stock pile. APCo’s and KPCo’s respective shares of the 
investment in the common coal stock pile will be proportionate to their ownership shares in the 
Mitchell Plant. Article Six apportions the station costs, including fuel expenses, between APCo 
and KPCo. For example, APCo’s and KPCo’s respective shares of the monthly costs of the fuel 
consumed at the Mitchell Plant will be proportionate to their dispatch in each month. This article 
also apportions the monthly operating and maintenance costs in accordance with APCo’s and 
KPCo’s respective ownership interests. 

responsibilities as under Article Six of the Sporn Agreement. That article also sets out the unit 
commitment and dispatch provisions, including one owner’s right to call on the Mitchell Plant 
capacity when the other owner has not committed its ownership interest in the plant. In addition, 
Article Seven includes provisions addressing emission allowances, as well as capital repairs and 
improvements. As with the Sporn Agreement, the remaining articles of the Mitchell Agreement 
include standard contract provisions addressing, among other things, compliance with regulatory 
requirements, limitations on liability, assignment, and dispute resolution. 

Article Five provides for APCo and AEPSC to establish and maintain a sufficient coal 

Article Seven provides for the Operating Committee, which generally will have the same 
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1x1. GENERAL FILING INFORMATION 

In compliance with the requirements of 18 C.F.R. 8 35.13, AEPSC states as follows: 

A. 
The documents provided with this filing include this Transmittal Letter and the materials 

General Information - 18 C.F.R. 6 35.13(b) 

listed above. The persons upon whom this filing has been served are set out below in Section IV. 
A description of and the reasons for the rate changes proposed are discussed in this Transmittal 
Letter. AEPSC further states that there are no costs in the agreements that have been alleged or 
judged in any administrative or judicial proceeding to be illegal, duplicative, or unnecessary 
costs that are demonstrably the product of discriminatory employment practices. 

B. Cost of Service Information 
AEPSC requests waiver of those provisions in Section 3.5.13 that would require AEPSC 

to submit cost-of-service data. Each of the joint operating agreements provides for the plant 
owners to pay the actual operating and maintenance costs, fuel and fuel handling expenses, and 
capital costs incurred for the installation of new or replacement facilities at the plants. The 
parties intend to comply with the affiliate pricing rules under Order No. 707 and will, if 
appropriate, request a waiver of those rules in a future proceeding. 

C. Effective Date 
AEPSC requests waiver of Section 35.3 to permit the Sporn Agreement and the Mitchell 

Agreement to become effective upon the closing of the Ohio restructuring transaction and the 
asset transfer transaction involving Amos Unit No. 3 and Mitchell, which are the sub~ject of 
separate Section 203 applications that are being submitted contemporaneously with this filing. 
The parties anticipate that these closings will occur on or about December 31, 2013. The Tariff 
Records are thus being subinitted with a January 1, 2014 proposed effective date. 

IV. CORRESPONDENCE AND SERVICE 

AEPSC requests that any correspondence or communications with respect to this filing be 
sent to the following: 

Chad A. Heitmeyer 
Regulatory Case Manager 
American Electric Power 

Service Corporation 
1 Riverside Plaza 
Columbus, OH 432 15 

cahei trne yer @ aep. com 
(614) 716-3303 

John C. Crespo 
Deputy General Counsel 

Regulatory Services 
American Electric Power 

Service Corporation 
1 Riverside Plaza 
Columbus, OH 432 15 

,jccrespo@aep.com 
(6 14) 7 16-3727 

mailto:jccrespo@aep.com
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Steven J. Ross 
Carol Gosain 
Steptoe & Johnson L,LP 
1330 Connecticut Avenue, N.W. 
Washington, DC 20036 

sross @ steptoe.com 
cgosain@ steptoe.com 

(202) 429-6279 

A copy of this filing will be served on the Kentucky Public Service Cornmission, the 
Public Service Commission of West Virginia, and the Virginia State Corporation Cornmission, 
and will be posted on AEP’s website at: 
http://www.aep.com/investors/currentRegulatoryactivity/regulatory/ferc.aspx 

V. CONCLUSION 

For the foregoing reasons, AEPSC respectfully requests that the Commission accept for 
filing, without condition or modification, the Sporn Agreement and the Mitchell Agreement. If 
you have any questions concerning this filing, please do not hesitate to contact the undersigned. 

Respectfully submitted, 

John C. Crespo 
Deputy General Counsel - Regulatory Services 
American Electric Power Service Corporation 
1 Riverside Plaza 
Columbus, OH 43215 

Steven J. Ross 
Carol Gosain 
STEPTOE & JOHNSON L,L,P 
1330 Connecticut Avenue, N.W. 
Washington, DC 20036 

Attorneys for 
American Electric Power Service Corporation 

Attachments 

http://steptoe.com
http://steptoe.com
http://www.aep.com/investors/currentRegulatoryactivity/regulatory/ferc.aspx


Attachment A 

Spoi-n Plant Operating Agreement Among Appalachian Power Company, AEP 
Generation Resources Inc. and American Electric Power Service Corporation, as 
Agent 

1. Tariff Record, APCo - Rate Schedule No. 302 

2. Tariff Record, AEP Generation Resources Inc. - Rate Schedule No. 302 



RATE SCHEDULE NO. 302 

SPORN PLANT OPERATING AGREEMENT 

APPALACHIAN POWER COMPANY 

AEP GENERATION RFSOURCES INC. 

AND 

AMERICAN ELECTRIC POWlER SERVICE CORPORATION, AS AGENT 

rariff Submitter: Appalachian Power Company 
FERC Program Name: FERC FPA Electric Tariff 
rariff Title: APCo Rate Schedules and Service Agreements Tariffs 
rariff Proposed Effective Date: 01/01/2014 
rariff Record Title: Sporn Plant Operating Agreement 
3ption Code: A 
Record Content Description: Rate Schedule No. 302 



THIS SPORN PLANT OPERATING AGREEMENT (“Agreement”) dated as of 

is by and among Appalachian Power Company (“Appalachian”), a Virginia 

:oi-poration qualified as a foreign corporation in West Virginia; AEP Generation Resources Inc. 

(“GenCo”), a Delaware corporation qualified as a foreign corporation in West Virginia 

(collectively hereinafter sometimes referred to as the “Owners”); and American Electric Power 

Setvice Corporation (“Agent”), a New York corporation qualified as a foreign corporation in 

West Virginia. Appalachian, GenCo and Agent may hereinafter be referred to individually as a 

“Party” and collectively as the “Parties”. 

WITNESSETH: 

WHEREAS, Appalachian owns two operating IS0,OOO kilowatt generating units (“S~OITI 

Unit Nos. 1 and 3”) at the Philip Sporn Plant (“Spom Plant”) located along the Ohio River near 

New Haven, West Virginia, and GenCo has acquired from Ohio Power Company, and now 

owns, two operating 150,000 kilowatt generating units and one 450,000 kilowatt generating unit 

(“Sporn Unit Nos. 2 , 4  and 5”) at the Spoi-n Plant; and 

WHEREAS, GenCo’s Sporn Unit No. 5 was retired February 13,2012; and 

WHEREAS, the Owners desire that Appalachian operate and maintain the Spom Plant in 

accordance with the provisions hereof, effective [January 1,20141; and 

WHEREAS, the Owners are subsidiaries of American Electric Power Company, Inc., 

(“AEP”) the parent company in an integrated public utility holding company system, and use the 

services of Agent (an affiliated company engaged solely in the business of furnishing essential 

services to the Owners and to other affiliated companies), as outlined in the service agreements 

between Agent and Appalachian Power Company and between Agent and AEP Generation 

Resources Inc. 
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NOW, THEREFORE, in consideration of the premises and for the purposes hereinabove 

-ecited, and in consideration of the mutual covenants hereinafter contained, the signatories agree 

1s follows: 

1.1 

1.2 

1.3 

1.4 

ARTICLE ONE 

FUNCTIONS OF APPALACHIAN AND AGENT 

Appalachian shall operate and maintain the Sporn Plant in accordance with good utility 

practice consistent with procedures employed by Appalachian at its other generating 

stations, and in confoiinity with the teims and conditions of this Agreement. 

Appalachian shall keep all necessary books of record, books of account and memoranda 

of all transactions involving the Sporn Plant, and shall make computations and 

allocations on behalf of the Owners, as required under this Agreement. The books of 

record, books of account and meinoranda shall be kept in such manner as to conform, 

where so required, to the Uniform System of Accounts prescribed by the Federal Energy 

Regulatory Commission (“FERC”) for Public Utilities and Lkensees (“Unifonn System 

of Accounts”), and to the rules and regulations of other regulatory bodies having 

jurisdiction as they inay from time to time be in effect. 

The Owners may establish such joint bank accounts as may from time to time be 

appropriate. 

As soon as practicable after the end of each month, Appalachian shall furnish to GenCo a 

statement setting forth the dollar amounts associated with the operation and maintenance 

of the Spoin Plant applicable to Appalachian and GenCo for such month in accordance 
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1.5 

1.6 

2.1 

3.1 

with the provisions of this Agreement. The Owners shall, on a timely basis, deposit 

sufficient dollar amounts in the appropriate bank accounts to cover their respective costs. 

Appalachian inay obtain such materials, labor and other seivices as it considers necessary 

in connection with the perfoi-mance of the functions to be perfoiined by it hereunder froin 

such sources or through such persons as it inay designate. 

Agent, as directed by the Operating Coinmittee and consistent with Agent’s service 

agreements with Appalachian and GenCo, shall provide seivices necessary for the safe 

and efficient operation and maintenance of the Sporn Plant. 

ARTICL,E TWO 

APPORTIONMENT OF CAPACITY AND ENERGY 

Each Owner shall have the primaiy right to demand and use at any and all times the 

entire available kilowatt output capacity of the units it owns at the Spom Plant and the 

electric energy associated with such capacity so demanded and used. 

ARTICLE THREE 

ADDITIONS, REPLACEMENTS AND RENEWALS 

Installation of additional facilities or replacement of existing facilities with other facilities 

at the Sporn Plant may at any time or from time to time be made by either Owner on its 

side of the median line and the Owner making such installation or replacement shall pay 

the entire cost thereof and shall be vested with absolute title thereto; provided, however, 

that if the units of the Sporn Plant are being operated together as a single station at the 

time such installation or replacement is made, all features of such installation or 
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3.2 

3.3 

3.4 

replacement which may affect the satisfactoiy, economical and/or safe operation of the 

Spoi-n Plant as a whole and all items which involve capital expenditures which cannot be 

perfoiined under previously obtained authorizations from the other Owner shall be 

submitted in writing to the other Owner for approval by such Owner before such 

installation or replacement is made. 

If any such installation or replacement requires sti-uctures or facilities to be installed upon 

the property of the other Owner, such other Owner sliall grant any necessary easements 

for the structures or facilities which do not interfere with the use or development of its 

own units, and, if such structures or facilities are incoi-porated subsequently into an 

installation or replaceinent of its own, it shall purchase them at their book value. Each 

Owner shall be responsible for any liability or damage resulting fi-orn the installation or 

replacement of structures or facilities on the property of the other Owner. 

The cost of new jointly-owned property and the costs incurred in installing any such new 

jointly-owned property that will serve all the Spoin Plant Units shall be apportioned 

between the Owners based upon the ratio of each Owner’s capacity in the units it owns at 

the Spoin Plant to the sum of the capacity of all of the units at the Spoi-n Plant. Additions 

to existing jointly-owned property and replacements of sections of components of 

existing jointly-owned property shall be appoi-tioned based upon the ratio of each 

Owner’s capacity in the units it owns at the Spom Plant to the sum of the capacity of all 

the units at the Sporn Plant. 

The cost of new jointly-owned property and cost incurred in installing any such new 

jointly-owned property that will benefit less than all of the Sporn Units will be 

apportioned between the Owners based upon the ratio of each Owner’s capacity in the 
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1.1 

1.2 

5.1 

units it owns at the Sporn Plant which are benefited by the new jointly.-owned property to 

the suin of the capacity in all units at the Sporn Plant which are benefited by the new 

,jointly-owned property. 

ARTICLE FOTJR 

WORKING CAPITAL REQUIREMENTS 

Appalachian and GenCo shall periodically mutually detemine the amount of funds 

required for use as working capital in meeting payrolls and other expenses incui-red in the 

operation and maintenance of Spoi-n Plant and in buying materials and supplies (inclusive 

of fuel) for Sporn Plant. 

Appalachian and GenCo shall from time to time provide their share of working capital 

requirements in respective amounts proportionate to the ratio of each Owner’s capacity in 

the units it owns at the Spoi-n Plant to the suin of the capacity of all of the units at the 

Spoi-n Plant. 

ARTICLE FIVE 

APPORTIONMENT OF COST OF OPERATING 
AND MAINTAINING THE SPOIZN PLANT 

The costs incurred during or acci-ued for each calendar month in operating the Sporn 

Plant, as shown by the cost statements described in Article One, shall be assigned 

between the Owners. Appalachian and Agent will, to the extent practicable, determine all 

Sporn Plant operating costs that are directly attributable to a specific unit for assignment 

to and payment by the Owner of that unit. The portion of the operating costs that benefit 

the entire Sporn Plant site which are to be allocated to GenCo but are not directly 
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attributable to a specific unit shall be equal to 50% of the total operating costs. The 

remaining poi-tion of such non-attributable operating costs shall be allocated to 

Appalachian. 

The Owners may, fiom time to time, amend the allocation formula to reflect retirement or 

decommissioning of a unit. 

The costs incurred during or acciued for each calendar month in maintaining the Spoi-n 

Plant, as shown by the cost statements described in Article One, shall be assigned 

between the Owners. Appalachian and Agent will, to the extent practicable, determine all 

Sporn Plant maintenance costs that are directly attributable to a specific unit for 

assignment to and payment by the Owner of that unit. The portion of the maintenance 

costs that benefit the entire Sporn Plant site which are to be allocated to GenCo but are 

not directly attributable to a specific unit shall be equal to 50% of the total maintenance 

costs. The remaining portion of such non-attributable maintenance costs shall be 

allocated to Appalachian. The Owners may, from time to time, amend the allocation 

formula to reflect the retirement or decommissioning of a unit. 

Agent, pursuant to direction from the Operating Committee (as defined in Article Six), 

shall continue to procure and deliver fuel to each of the operating generating units at the 

Spoi-n Plant. Except for any unit for which GenCo has exercised the option described in 

Section 5.3.1, each Owner will pay for the fuel costs of the units it owns at the Sporn 

Plant as determined in accordance with the last sentence of Section 5.3.2. Fuel costs 

will include the cost of the he1 itself, the cost of fuel transportation, and any carrying 

charges associated with fuel. 
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5.3.1 GenCo shall have the option, on six (6) months’ notice to Appalachian and 

subject to no adverse impact on the operation of Appalachian’s units, to supply 

the fuel necessaiy to operate one or more of the units it owns at the Spoi-n Plant. 

This option inust be noticed at the same time as to all generating units at the 

Spoi-n Plant owned by GenCo that are seived from the same physical fuel 

inventoiy. The option, once noticed, may not be revoked without Appalachian’s 

consent. 

(a) If it exercises the option described in this Section 5.3.1, GenCo 

shall have the right to use deliveiy and storage facilities, including 

rights of access, owned by Appalachian or Agent or under contract 

to Appalachian or Agent for the deliveiy to or storage of such fuel 

at the Spoi-n Plant, for use in connection with the unit(s) for which 

it has exercised such option. GenCo shall pay a monthly charge 

submitted by Appalachian reflecting the proportional cost of its use 

of fuel delivery and storage facilities in each month. 

In the event that GenCo exercises the option described in this 

Section 5 3.1 the Operating Committee will identify, and 

determine the appropriate allocation to GenCo of rights and 

obligations under, the applicable fuel supply contract(s), and any 

associated transportation contract(s), for fuel for the unit(s) as to 

which the option is exercised. Appalachian and Agent, as 

necessary, shall assign to GenCo, and GenCo shall accept 

assignment of, that portion of Appalachian’s and Agents’ rights 

(b) 
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under such contracts which the Operating Committee has 

deteimined should be allocated to GenCo for fuel for the unit@) as 

to which the option has been exercised. If GenCo exercises the 

option provided in this subsection, but for any reason the fuel 

supply that is GenCo’s responsibility is not timely delivered to the 

subject generating unit(s), GenCo shall not have the right to 

commit or dispatch the units affected. 

5.3.2. In the event that GenCo exercises the option to supply fuel described in Section 

5.3.1 with respect to any unit, the specifications for the fuel(s) supplied for that 

unit will be established and, when appropriate, modified, by the Operating 

Committee. The Operating Committee will ensure that the specifications for the 

fuel to be supplied pursuant to the Section 5.3.1 option will have no adverse 

impact on the units owned by Appalachian. Fuel will be subject to inspection and 

certification procedures as the Operating Committee may decide. Fuel 

inventories at each unit that is the subject of the option, or at the Spoin Plant, may 

be physically commingled, but separate accounts will be maintained to reflect the 

fuel credited to each Owner and used by each Owner at each unit. The Operating 

Committee will develop procedures to avoid imbalances between the amount of 

fuel each Owner delivers and the amount of fuel each Owner uses, and shall take 

any steps necessaiy for the correction of any imbalance by settlement or payment 

as soon as feasible, but in no event shall imbalances be permitted to exist for more 

than six months without settlement or payment. The fuel costs of each Owner 

with respect to an individual unit will be equal to the sum of minimum load and 

9 



6. I 

hourly average fuel costs (based on average heat rates at the unit’s level of 

capacity utilization) associated with the Energy that each schedules from that unit. 

5.3.3. In the event that GenCo exercises the option to supply fuel described in Section 

5.3.1 with respect to any unit, Appalachian will assign to GenCo the fuel 

inventory, as of the date of the option takes effect, for the generating units 

affected by the exercise of the option. 

ARTICLE SIX 

OPERATING COMMITTEE 

By written notice to each other, each of the Owners and Agent shall name one 

representative (“Operating Representative”) and one alternate to act for it in matters 

pertaining to operating arrangements under this Agreement. For purposes of Sections 6.1 

through 6.4 of this Agreement, Parties shall include the Owners and Agent. Any Party 

may change its Operating Representative or alternate at any time by written notice to the 

other Parties. The three Operating Representatives for the respective Parties, or their 

alternates, shall comprise the Operating Committee. All decisions, directives, or other 

actions by the Operating Committee must be by unanimous agreement of the Operating 

Representatives of the Owners. The Operating Representative of Agent, or of any third 

party that provides services in replacement of Agent, shall be free to express the views of 

Agent or such third party on any matter, but shall not have a vote on the Operating 

Committee. Except as otherwise provided in Sections 1 1.1, 1 1.2 and 11.3 with respect to 

a dispute referred to the Operating Coinmittee by an Owner, the failure of the Owners’ 

respective Operating Representatives to unanimously agree with respect to a matter 
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pending before the Operating Coinmittee shall not be considered to be a dispute that 

would be subject to resolution under Ai-ticle Eleven. 

The Operating Coimnittee shall have the following responsibilities. 5.2 

a. 

b. 

C. 

d. 

e. 

f. 

g. 

11. 

Review and approval of an annual budget and annual operating plan, including 

determination of the emission allowances required to be acquired by the Owners. 

Establishment and review of procedures and systems for dispatch, notification of 

dispatch, and unit commitment under this Agreement. 

Establishment and monitoring of procedures for coirlmunication and coordination 

with respect to unit capacity availability, fuel-firing options, and scheduling of the 

generating capacity, including scheduling of outages for maintenance, repairs, 

equipment replacements, scheduled inspections, and other foreseeable cause of 

outages at any generating unit, as well as the return of any unit to availability 

following an unplanned outage. 

Decisions on capital expenditures for facilities at the Sporn Plant owned jointly by 

the Owners. 

Deteiminations as to changes in the unit capability of the units and decisions on 

unit retirement. 

Establishment and modification of billing procedures under this Agreement. 

Specification of fuels, oversight of fuel inspection and certification procedures, 

management of fuel inventories, and allocation of rights under fuel supply and 

transportation contracts in accordance with Section 5.3.1 (b). 

Establishment of, termination of, and approval of any change or amendment to the 

operating arrangements between Appalachian and Agent or any replacement third 
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5.3 

5.4 

5.5 

6.6 

6.7 

party with respect to the Spom Plant generating units; provided, however, that 

Agent or any replacement third party shall participate in discussions pursuant to 

Section 6.2.h only to the extent requested to do so by both Owners. 

Review and approval of plans and procedures designed to insure compliance with 

any environmental law, regulation, ordinance or pennit, including procedures for 

allocating and using emission allowances or for any programs that permit 

averaging at more than one unit for compliance. 

Other duties as assigned by written agreement of the Owners. 

1.  

1 .  

The Operating Committee shall meet at least annually, and at such other times as any 

Party may reasonably request. 

The Parties shall cooperate in providing to the Operating Committee the information it 

reasonably needs to caiiy out its duties, and to supplement or correct such information on 

a timely basis. 

Appalachian and GenCo shall be individually responsible for any fees charged by FERC 

on the basis of the sales or transmission by each of capacity or energy at wholesale in 

interst at e commerce. 

Capital repairs and improvements for facilities at the Spoi-n Plant owned jointly by the 

Owners will be detertnined by the Operating Connittee pursuant to the annual budgeting 

process set forth in Section 6.7. Expenditures that the Operating Coimnittee determines 

have been or will be incurred exclusively for one Owner shall be assigned exclusively to 

that Owner. 

At least 90 days before the start of each Operating Year, Appalachian and Agent shall 

submit to the Operating Committee a proposed annual budget with respect to the Sporn 
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Plant generating units, a proposed annual operating plan with respect to those generating 

units, and an estimate and schedule of costs to be incuil-ed for major maintenance or 

replacement items with respect to those generating units during the next six-year period. 

The annual budget shall be presented on a month-by-tnonth basis for each month during 

the next operating year, and shall include an operating budget, a capital budget, an 

estimate of the cost of any major repairs that are anticipated to occur during such 
I 

operating year with respect to the Spoi-ri Plant generating units, and an itemized estimate 

of all projected non-fuel variable operating expenses relating to the operation of those 

generating units during that operating year. The members of the Operating Coininittee 

will meet and work in good faith to agree upon the final annual budget and final annual 

operating plan. Once approved, the annual budget and arnual operating plan shall remain 

in effect throughout the applicable operating year, subject to such changes, revisions, 

amendments, and updating as the Operating Cormnittee may determine. 

ARTICLE SEVEN 

GOVERNMENTAL ATJTHORITIES 

This Agreement is subject to the regulatory powers of any State or Federal agency having 

jurisdiction. 

ARTICL,E EIGHT 

LIMITATION OF LJABILITY 

8.1 Notwithstanding anything in this Agreement to the contrary, neither of the Owners or 

Agent shall be liable under this Agreement for special, consequential, indirect, punitive 
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9.1 

9.2 

9.3 

9.4 

or exemplaiy damages, or for lost profits or business interruption damages, whether 

arising by statute, in tort or contract or otheiwise. 

ARTICLE NINE 

MIS CEL,L,ANEOTJS 

This Agreement shall inure to the benefit of and be binding upon the signatories hereto 

and their respective successors and assigns, but this Agreement may not be assigned by 

any signatoiy without the written consent of the others, which consent shall not be 

unreasonably withheld. 

The interpretation and perfoiinance of this Agreement shall be in accordance with the 

laws of the State of Ohio, excluding conflict of laws principles that would require the 

application of the laws of a different jurisdiction. 

This Agreement supercedes and replaces the Operating Agreement between Appalachian 

Power Company and Ohio Power Company, dated Jariuaiy 1, 1998, as of the date this 

Agreement becomes effective. 

This Agreement supercedes all previous representations, understandings, negotiations, 

and agreements, either written or oral between the signatories or their representatives 

with respect to operation of the Spoi-n Plant, and constitutes the entire agreement of the 

signatories with respect to the operation of the Sporn Plant. Notwithstanding the 

foregoing, this Agreement does not supercede any previous agreements among any of the 

signatories allocating or transferring rights to capacity and associated energy, or 

ownership, of the Sporn Plant units. 
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J.5 Each Party shall designate in writing a representative to receive any and all notices 

required under this Agreement. Notices shall be in writing and shall be given to the 

representative designated to receive them, either by personal delivery, certified mail, 

facsimile, e-mail or any similar means, properly addressed to such representative at the 

address specified below: 

APPALACHIAN POWER COMPANY 

Attn: 

Phone: 

Facsimile: 

Email: 

AEP GENERATION RESOURCES INC. 

Attn: 

Phone: 

Facsimile: 

Email: 
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AMERICAN ELECTRIC POWER SERVICE CORPORATION 

3.6 

?.7 

Attn: 

Phone: 

Facsimile: 

Email: 

All notices shall be effective upon receipt, or upon such later date following receipt as set 

foi-th in the notice. Any Party inay, by written notice to the other Parties, change the 

representative or the address to which such notices are to be sent. 

In the event that any of the provisions, or portions thereof, of this Agreement are held to 

be unenforceable or invalid by any court, the validity and enforceability of the remaining 

provisions, or portions thereof, shall not be affected. 

This Agreement shall not be binding or effective until properly executed by each of the 

Parties hereto. This Agreement inay be executed in any number of counterparts, each of 

which shall be deemed to be an original, and all of which, taken together, shall constitute 

but one and the same Agreement, which may be sufficiently evidenced by one 

countei-pai-t. 

ARTICLE TEN 

EFFECTIVE DATE AND TERMINATION 

Sub.ject to FERC approval or acceptance for filing, this Agreement is effective at 

:January 1 , 20141. Subject to FERC approval or acceptance, if necessary, this Agreement may be 

terminated (a) upon not less than one year’s written notice by either Owner; or (b) without notice 
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f FERC or any state commission with jurisdiction determines that perfoiinance hereunder 

:onflicts with any rule, regulation or order of FERC or such state commission; or (c) at any tiine 

f either Appalachian or GenCo is no longer a direct or indirect wholly owned subsidiaiy of AEP; 

ir  (d) at any time by mutual agreement of Appalachian and GenCo to tei-rninate this Agreement. 

11.1 

11.2 

11.3 

ARTICLE ELEVEN 

DISPUTE RESOLUTION 

If either Owner believes that a dispute has arisen as to the meaning or application of this 

Agreement, it shall present that inatter to the Operating Committee in writing, and shall 

provide a copy of that writing to the other Owner. 

If the Operating Committee is unable to reach agreement on any dispute within thirty (30) 

days after the dispute is presented to it, the matter shall be referred to the chief operating 

officers of the Owners for resolution in the manner that such individuals shall agree is 

appropriate; provided, however, that either Owner may invoke the arbitration provisions 

set forth in Section 1 I .3 at any tiine after the end of the thirty (30) day period provided 

for the Operating Committee to reach agreement if the Operating Committee has not 

reached agreement. 

If the Owners are unable to resolve a dispute through the Operating Committee within 

thirty (30) days after the dispute is presented to the Operating Committee pursuant to 

Section 1 1.1, or through reference of the matter to the chief operating officers of the 

Owners pursuant to Section 1 1.2, either Owner may commence arbitration proceedings 

by providing written notice to the other Owner, detailing the nature of the dispute, 

designating the issue(s) to be arbitrated, identifying the provisions of this Agreement 
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under which the dispute arose, arid setting forth such Owner’s proposed resolution of 

such dispute. 

1 1.3.1 Within ten (10) days of the date of the notice of arbitration, a representative of 

each Owner shall meet for the purpose of selecting an arbitrator. If the Owner’s 

representatives are unable to agree on an arbitrator within fifteen (1 5 )  days of the 

date of the notice of arbitration, then an arbitrator shall be selected in accordance 

with the procedures of the American Arbitration Association (“MA”). Whether 

the arbitrator is selected by the Owner’s representatives or in accordance with the 

procedures of the AAA, the arbitrator shall have the qualifications and 

experience in the occupation, profession, or discipline relevant to the subject 

matter of the dispute. 

1 1.3.2 Any arbitration proceeding shall be subject to the Federal Arbitration Act, 9 

U.S.C. $8 1 et seg. (1994), as it may be amended, or any successor enactment 

thereto, and shall be conducted in accordance with the commercial arbitration 

ides  of the AAA in effect on the date of the notice to the extent not inconsistent 

with the provisions of this Article Eleven. 

1 1.3.3 The arbitrator shall be bound by the provisions of this Agreement where 

applicable, and shall have no authority to modify any terms and conditions of 

this Agreement in any manner. The arbitrator shall render a decision resolving 

the dispute in an equitable manner, and may determine that monetary damages 

are due to an Owner or may issue a directive that an Owner take certain actions 

or refrain from taking certain actions, but shall not be authorized to order any 

other form of relief; provided, however, that nothing in this Article shall preclude 
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the arbitrator from rendering a decision that adopts the resolution of the dispute 

11.3.4 

11 3 . 5  

11.3.6 

11.3.7 

proposed by an Owner. Unless otheiwise agreed to by the Owners, the arbitrator 

shall render a decision within one hundred twenty (120) days of appointment, 

and shall notify the Owners in writing of such decision and the reasons 

supporting such decision. The decision of the arbitrator shall be final and 

binding upon the Owners, and any award may be enforced in any coui-t of 

competent jurisdiction. 

The fees and expenses of the arbitrator shall be shared equally by the Owners, 

unless the arbitrator specifies a different allocation. All other expenses and costs 

of the arbitration proceeding shall be the responsibility of the Owner incurring 

such expenses and costs. 

Unless otherwise agreed by the Owners, any arbitration proceedings shall be 

conducted in Columbus, Ohio. 

Except as provided in this Article, the existence, contents, or results of any 

arbitration proceeding under this Article may not be disclosed without the prior 

written consent of the Owners, provided, however, that either Owner may make 

disclosures as inay be required to fulfill regulatoiy obligations to any agencies 

having jurisdiction, and may inform its lenders, affiliates, auditors, and insurers, 

as necessary, under pledge of confidentiality, and inay consult with expert 

consultants as required in connection with an arbitration proceeding under pledge 

of confidentiality. 

Nothing in this Agreement shall be construed to preclude either Owner from 

filing a petition or complaint with FERC with respect to any claim over which 
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FERC has jurisdiction. In such case, the other Owner may request that FERC 

reject the petition or complaint or otherwise decline to exercise its ,jurisdiction. 

If FERC declines to act with respect to all or pai-t of a claim, the poi-tion of the 

claim not so accepted by FERC may be resolved through arbitration, as provided 

in this Article. To the extent that FERC asserts or accepts jurisdiction over all or 

part of a claim, the decisions, findings of fact, or orders of FERC shall be final 

and binding, subject to judicial review under the Federal Power Act, 16 U.S.C. 

791a et seq., ns amended froin time to time, and any arbitration proceedings that 

may have cornmenced prior to the assertion or acceptance ofjurisdiction by 

FERC shall be stayed, pending the outcome of the FERC proceedings. The 

arbitrator shall have no authority to modify, and shall be conclusively bound by, 

any decisions, findings of fact, or orders of FERC; provided, however, that to the 

extent that any decisions, findings of fact, or orders of FERC do not provide a 

final or complete remedy to an Owner seeking relief, such Owner may proceed 

to arbitration under this Article to secure such a remedy, subject to any FERC 

decisions, findings, or orders. 

1 1.4 The procedures set forth in this Article Eleven shall be the exclusive means for resolving 

disputes arising under this Agreement and shall suivive this Agreement to the extent 

necessary to resolve any disputes pertaining to this Agreement. Except as provided in 

Sections 1 1.3 and 1 1.3.7, neither Owner shall have the right to bring any dispute for 

resolution by a court, agency, or other entity having jurisdiction over this Agreement, 

unless both Owners agree in writing to such procedure. 
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1 1 .S To the extent that a dispute involves the actions, inactions or responsibilities of Agent 

under this Agreement, the provisions of this Article shall be applicable to such dispute. 

For such purposes, Agent shall be treated as an Owner in applying the provisions of this 

Ai-ticle. 

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be signed by 

:heir respective officers thereunto duly authorized, and their corporate seals to be hereunto 

iffixed on the day and year first above written. 

APPALACHIAN POWER COMPANY 

BY 

AEP GENERATION RESOURCES INC. 

BY 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 

BY 
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AEP GENE SOURCES PNC. 
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THIS MITCHELL PLANT OPERATING AGREEMENT (“Agreement”), dated 

is by and among Appalachian Power Company (“Appalachian”), a Virginia 

corporation qualified as a foreign corporation in West Virginia; Kentucky Power Company, a 

Kentucky corporation qualified as a foreign corporation in West Virginia (“KPCo”) (such two 

pai-ties hereinafter sometimes referred to as the “Owners”); and American Electric Power Service 

Corporation (“Agent”), a New York corporation qualified as a foreign corporation in West 

Virginia. Appalachian, KPCo and Agent may hereinafter be referred to as a “Party” or 

collectively as the “Parties”. 

WITNESSETH: 

WHEREAS, Appalachian and KPCo have acquired an undivided ownership interest in 

the Mitchell Power Generation Facility consisting of two 800MW generating units and 

associated plant, equipment and real estate, located in Moundsville, West Virginia, (the 

“Mitchell Plant”); and 

WHEREAS, Appalachian now has an undivided 50% ownership interest in the Mitchell 

Plant and KPCo now has an undivided 50% ownership interest in the Mitchell Plant; and 

WHEREAS, the Owners desire that Appalachian shall operate and maintain the Mitchell 

Plant in accordance with the provisions set forth herein; and 

WHEREAS, the Owners are subsidiaries of American Electric Power Company, Inc., 

(“AEP”) the parent company in an integrated public utility holding company system, and use the 

services of Agent, (an affiliated company engaged solely in the business of furnishing essential 

services to the Owners and to other affiliated companies), as outlined in the service agreements 

between Agent and Appalachian Power Company and between Agent and Kentucky Power 

Company. 
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NOW THEREFORE, in consideration of the premises and for the purposes hereinabove 

.ecited, and in consideration of the mutual covenants hereinafter contained, the signatories agree 

1s follows: 

I. 

1.2 

1.3 

1.4 

ARTICL,E ONE 

FUNCTIONS OF APPALACHIAN AND AGENT 

Appalachian shall operate and maintain the Mitchell Plant in accordance with good utility 

practice consistent with procedures employed by Appalachian at its other generating 

stations, and in conformity with the terms and conditions of this Agreement. 

Appalachian shall keep all necessary books of record, books of account and memoranda 

of all transactions involving the Mitchell Plant, and shall make Computations and 

allocations on behalf of the Owners, as required under this Agreement. The books of 

record, books of account and memoranda shall be kept in such manner as to conform, 

where so required, to the Uniform System of Accounts as prescribed by the Federal 

Energy Regulatory Commission (“FERC”) for Public Utilities and Licensees (“Uniform 

System of Accounts”), and to the rules and regulations of other regulatory bodies having 

jurisdiction as they may from time to time be in effect. 

The Owners shall establish such joint bank accounts as may from time to time be 

required or appropriate. 

As soon as practicable after the end of the month, Appalachian shall hrnish to KPCo a 

statement setting forth the dollar amounts associated with the operation and maintenance 

of the Mitchell Plant as allocated hereunder to Appalachian and KPCo for such month. 

3 



I ..5 

I .6 

2.1 

2.2 

2.3 

The Owners shall, on a timely basis, deposit sufficient dollar amounts in the appropriate 

bank accounts to cover their respective allocations of such costs. 

Appalachian shall obtain such materials, labor and other services as it considers 

necessary in connection with the performance of the functions to be perfoiined by it 

hereunder from such sources or through such persons as it may designate. 

Agent, as directed by the Operating Coininittee and consistent with Agent’s seivice 

agreements with Appalachian and KPCo, shall provide services necessary for the safe 

and efficient operation and maintenance of the Mitchell Plant. 

ARTICL,E TWO 

APPORTIONMENT OF CAPACITY AND ENERGY 

The Total Net Capability of the Mitchell Plant at the Mitchell Unit 1 and Unit 2 low- 

voltage busses, after taking into account auxiliary load demand, is 1,600,000 kilowatts. 

The Owners may from time to time modify the Total Net Capability of the Mitchell Plant 

as they may rnutually agree. 

The Total Net Generation of the Mitchell Plant during a given period, as detei-rnined by 

the requirements of Appalachian and KPCo, shall mean the electrical output of the 

Mitchell Plant generators during such period, measured in kilowatt hours by suitable 

instruments, reduced by the energy used by auxiliaries for the Mitchell Unit 1 and Unit 2 

during such period. 

In any hour, Appalachian and KPCo shall share the minimum load responsibility of 

Mitchell TJnit 1 and Unit 2 in respective amounts proportionate to their ownership 
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!.4 

!.5 

3.1 

3.2 

interests in the Mitchell Plant at such time. Each Owner shall independently dispatch its 

share of the generating capacity between minimum and full load. 

In any hour during which the Mitchell llriits are out of sewice, the energy used by the 

out-of-sewice Units’ auxiliaries during such hour shall be provided by Appalachian and 

KPCo in respective amounts proportionate to their ownership interests in the Mitchell 

Plant at such time. 

Appalachian shall at all times accept KPCo’s share of the Mitchell Plant Total Net 

Capability into its transmission system at the low-voltage busses of the Mitchell Plant, 

arid shall deliver KPCo’s share of energy used by the Mitchell Plant auxiliaries when the 

Units are out of service, as part of the energy interchange between and Appalachian and 

KPCo. 

ARTICLE THREE 

REPLACEMENTS, ADDITIONS, AND RETIREMENTS 

Appalachian shall from time to time make or cause to be made any necessary additions 

to, replacements of, and retirements of capitalizable facilities associated with the Mitchell 

Plant as may be mutually agreed upon by the Owners. 

The dollar amounts associated with any additions to, replacements of, or retirements of 

capitalizable facilities associated with the Mitchell Plant shall be allocated to 

Appalachian and KPCo in respective amounts proportionate to their ownership interests 

in the Mitchell Plant at the time such additions, replacements, or retirements are made. 



1.1 

1.2 

5.1 

5.2 

5.3 

ARTICLE FOUR 

WORKING CAPITAL REQUIREMENTS 

Appalachian and KPCo shall periodically inutually determine the amount of funds 

required for use as working capital in meeting payrolls and other expenses incurred in the 

operation and maintenance of the Mitchell Plant, and in buying materials and supplies 

(exclusive of fuel) for the Mitchell Plant. 

Appalachian and KPCo shall from time to time provide their share of working capital 

requirements in respective amounts proportionate to their ownership interests at such 

time in the Mitchell Plant. 

ARTICLE FIVE 

INVESTMENT IN FUEL 

Appalachian and Agent shall establish and maintain reserves of coal in stock pile for the 

Mitchell Plant of such quality and in such quantities as Appalachian and Agent shall 

determine to be required to provide adequate fuel reserves against intei-ruptions of noimal 

fuel supply. 

The Owners shall make such monthly investments in the coinmon coal stock pile 

associated with the Mitchell Plant as are necessaiy to maintain the number of tons in such 

coal stock pile, after taking into account the coal consumption from the c o m o n  coal 

stock pile by Mitchell Unit 1 and Unit 2 during such month. 

At any time, Appalachian’s and KPCo’s respective shares of the investment in the 

coinrnon coal stock pile shall be proportionate to their ownership interests at such time in 

the Mitchell Plant. 
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Fuel oil reserves and fuel oil charged to operation for the Mitchell Plant shall be owned 

and accounted for between the Owners in the same manner as coal 

ARTICLE SIX 

APPORTIONMENT OF STATION COSTS 

The allocation to the Owners of fuel expense associated with Mitchell Unit 

shall be deteiinined by Appalachian and Agent as follows: 

and Unit 2 

a. In any calendar month, the unit cost of coal received for the Mitchell Plant 

coimon coal stock pile shall be determined by dividing (i) the sum of the total 

delivered cost of coal received for the Mitchell Plant common coal stock pile 

during such month and the associated total coal storage costs, coal unloading 

costs and fuel handling costs incurred during such month by (ii) the total number 

of tons of coal delivered to the Mitchell Plant common coal stock pile during such 

month. 

In any calendar month, the total cost of coal received for the Mitchell Plant 

common coal stock pile shall be deteiinined by multiplying (i) the unit cost of 

coal received for such common coal stock pile for such month as deteiinined by 

the provisions of Section 6.1 (a) by (ii) the number of tons of coal received for 

such common stock pile during such month. 

The number of tons of coal consumed by the Mitchell Plant in each calendar 

month from the Mitchell Plant common coal stock pile shall be deteimined and 

shall be converted into a dollar amount equal to the product of (i) the average cost 

per ton of coal associated with the Mitchell Plant in the Mitchell Plant coal stock 

b. 

c. 
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5.2 

6.3 

6.4 

6.5 

pile at the close of such month, and (ii) the number of tons of coal consumed by 

the Mitchell Plant from the Mitchell Plant corninon coal stock pile during such 

month. Such dollar amount shall be credited to the Mitchell Plant fuel in stock 

pile arid charged to Mitchell Plant file1 consumed. 

In each calendar month, Appalachian’s and KPCo’s respective shares of the 

Mitchell Plant fuel consumed expense as determined by the provisions of Section 

6.1 (c) shall be propoi-tionate to each Owner’s dispatch of the Mitchell Plant in 

such month. 

Fuel oil reserves will be owned and accounted for in the same manner as coal 

stock pile, and fuel oil consumed will be allocated to the Owners in the same 

manner as coal consumed. 

d. 

e. 

For purposes of this Agreement, KPCO’S Assigned Capacity in the Mitchell Plant shall be 

equal to 50% of the Total Net Capability, and Appalachian’s Assigned Capacity shall be 

equal to 50% of the Total Net Capability. 

For each calendar month, Appalachian and Agent will, to the extent practicable, 

detennine all Mitchell Plant operations expenses and associated overheads, as accounted 

for under the FERC Uniform System of Accounts. 

For each calendar month, Appalachian and Agent will, to the extent practicable, 

detei-mine all Mitchell Plant maintenance expenses and associated overheads, as 

accounted for under the FERC 1Jnifoi-m System of Accounts. 

In each calendar month, Appalachian’s and KPCO’S respective shares of operations and 

maintenance expenses associated with the Mitchell Plant, as determined in accordance 

with Sections 6.3 and 6.4, shall be proportionate to their respective ownership interests. 
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5.6 

7.1 

7.2 

Each Owner shall bear the cost of all taxes attributable to its respective ownership interest 

in the Mitchell Plant. 

ARTICLE SEVEN 

OPERATING COMMITTEE AND OPERATIONS 

By written notice to each other, the Owners and Agent each shall name one 

representative (“Operating Representative”) and one alternate to act for it in matters 

pertaining to operating arrangements under this Agreement. Any Party may change its 

Operating Representative or alternate at any time by written notice to the other Parties. 

The Operating Representatives for the respective Parties, or their alternates, shall 

comprise the Operating Committee. All decisions, directives, or other actions by the 

Operating Committee must be by unanimous agreement of the Operating Representatives 

of Appalachian and KPCo. The Operating Representative of Agent, or of any third party 

that provides seivices in replacement of Agent, shall be free to express the views of 

Agent or such third party on any matter, but shall not have a vote on the Operating 

Committee. Except as otherwise provided in Sections 1 1 I 1, 11.2 and 1 1.3 with respect to 

a dispute referred to the Operating Committee by an Owner, the failure of the Owners’ 

respective Operating Representatives to unanimously agree with respect to a matter 

pending before the Operating Committee shall not be considered to be a dispute that 

would be subject to resolution under Article Eleven. 

The Operating Committee shall have the following responsibilities: 
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a. 

b. 

C. 

d. 

e. 

f. 

g, 

h. 

Review and approval of an annual budget and annual operating plan, including 

deteiinination of the einissiori allowances required to be acquired by Appalachian 

and KPCo. 

Establishment and review of procedures and systems for dispatch, notification of 

dispatch, and unit coinmitrnent under this Agreement, including any coinrnitinent 

of Called Capacity pursuant to Section 7.6.2. 

Establishment and monitoring of procedures for communication and coordination 

with respect to the Mitchell Plant capacity availability, fuel-firing options, and 

scheduling of outages for maintenance, repairs, equipment replacements, 

scheduled inspections, and other foreseeable cause of outages, as well as the 

return to availability following an unplanned outage. 

Decisions on capital expenditures, including unit upgrades and re-powering. 

Deteiminations as to changes in the unit capability and decisions on unit 

retirement. 

Establishment and modification of billing procedures under this Agreement. 

Specification of fuels, oversight of fuel inspection and cei-tification procedures, 

management of fuel inventories, and allocation of rights under fuel supply and 

transportation contracts. 

Establishment of, teimination of, and approval of any change or amendment to the 

operating arrangements between Appalachian and Agent or any replacement third 

party with respect to the Mitchell Plant generating units; provided, however, that 

Agent or any replacement third pai-ty shall participate in discussions pursuant to 
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7.3 

7.4 

7.5 

7.6 

this subsection 7.2.h only if and to the extent requested to do so by both 

Appalachian and KPCo. 

Review and approval of plans arid procedures designed to insure compliance with 

any environmental law, regulation, ordinance or perrnit, including procedures for 

allocating and using emission allowances or for any programs that peiinit 

averaging at more than one unit for compliance. 

Other duties as assigned by agreement of Appalachian and KPCo. 

1.  

j .  

The Operating Coininittee shall meet at least annually, and at such other times as any 

Pai-ty may reasonably request. 

The Parties shall cooperate in providing to the Operating Cormnittee the infomation it 

reasonably needs to carry out its duties, and to supplement or correct such information on 

a timely basis. 

Appalachian and KPCo will each make an initial unit cormnitment one business day 

ahead of real-time dispatch. 

For purposes of this Section and subsections of this Section, the teiins “Party” or 

“Parties” refers only to Appalachian and KPCo, or both of them, as the case may be. 

7.6.1 If Mitchell Unit 1 or Unit 2 is designated to be coinrnitted by both Parties, such 

unit will be brought on line or kept on line. If neither Party designates Mitchell 

IJnit 1 or Unit 2 to be committed, such unit will remain off line or to be taken 

offline. 

When a Mitchell Unit is designated to be committed by one Party, but designated 

not to be committed by the other Pai-ty, the unit will be brought on line or kept on 

line if the Pai-ty designating the unit for commitment undertakes to pay any 

7.6.2 
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applicable stai-t-up costs for the unit, as well as any applicable minimum iurlning 

costs for the unit thereafter, in which event the unit shall be brought on line or 

kept on line, as the case may be. The Pai-ty so designating the unit to be 

committed shall have the right to schedule and dispatch up to all of the Available 

Capacity of the unit. Available Capacity means that portion of the Owners’ 

aggregate Assigned Capacity that is currently capable of being dispatched. The 

Party exercising this right shall be referred to as the “Calling Pai-ty,” and the 

capacity called by that Party in excess of its Assigned Capacity Percentage of tlie 

Available Capacity of that unit shall be refei-red to as its “Called Capacity.” The 

other Party shall be referred to as the ‘Won-Calling Party”. The Calling Party shall 

provide reasonable notice to the Non-Calling Party of its call, including any start- 

up or shut-down time for the Unit. For purposes of this Agreement, KPCo’s 

Assigned Capacity Percentage shall be 50%, and Appalachian’s Assigned 

Capacity Percentage shall be 50%. 

The Non-Calling Party can reclaim any Called Capacity attributable to its 

Assigned Capacity share by giving the Calling Party notice equal to the normal 

stai-t-up time for the unit. At the end of the notice period, tlie Non-Calling Party 

shall have the right to schedule and dispatch the recalled capacity. At that point, 

the Non-Calling Party shall resume its responsibility for its share of any 

applicable stai-t-up costs for the unit and prospectively shall bear its responsibility 

for the costs associated with its Assigned Capacity from the unit. 

If any capacity remains available but is not dispatched from a Party’s Available 

Capacity committed as a result of the initial unit commitment, the other Party may 

7.6.3 

7.6.1 
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7.7 

7.8 

only schedule and dispatch such capacity pursuant to agreement with the non- 

dispatching Party. 

Appalachian and KPCo shall be individually responsible for any fees charged by FERC 

on the basis of the sales or transmission by each of capacity or energy at wholesale in 

interstate commerce. 

Emission Allowances. To the extent such assignment has not previously occui-red, on or 

before the effective date of this Agreement, Appalachian and Agent will assign to KPCo 

a pro rata share of the remaining Emission Allowances for each vintage year of Emission 

Allowances, issued by the U.S. Environmental Protection Agency (“USEPA”) pursuant 

to Title IV of the Clean Air Act Amendments of 1990 and any regulations thereunder, 

and any other emission allowance trading program created under the Clean Air Act and 

administered by USEPA or the State of West Virginia, including but not limited to the 

Clean Air Interstate Rule 40 CFR Parts 96 and 97, and any amendments thereto 

(“Emission Allowances”), that it has received from the Administrator of USEPA or the 

State of West Virginia with respect to the Mitchell Plant in the past and has not expended 

as of the date of assignment. In addition, Appalachian will assign to KPCo a pro rata 

share of such Emission Allowances whicli were purchased by Appalachian or Agent and 

held in any account for use at the Mitchell Plant. In each case, the number of such 

Emission Allowances to be assigned by Appalachian to KPCo will be deteimined by 

multiplying KPCo’s Assigned Capacity Percentage, as specified in Section 7.6.2, by the 

total of such Emission Allowances that Appalachian or Agent has received or purchased 

for the Mitchell Plant and has not expended as of the date of assignment rounded to the 

nearest whole number. Emission Allowances received by Appalachian with respect to 
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the Mitchell Plant will be shared by the Appalachian and KPCo in accordance with the 

Assigned Capacity Percentage of each of them. To the extent that additional Emission 

Allowances are required for operation of the Mitchell Plant, Appalachian and KPCo will 

each be responsible for acquiring sufficient Emission Allowances to satisfy the Emission 

Allowances required because of its dispatch of energy from the Mitchell Plant, and the 

Emission Allowances required to satisfy the Emission Allowance surrender obligations 

attributable to the Mitchell Plant imposed under the Consent Decree between USEPA and 

Ohio Power Company entered on December 10,2007, in Civil Action No. C2-99-1182 

and consolidated cases by the U.S. District Court in the Southern District of Ohio. Agent 

will also deteiinine the number and allocation of Emission Allowances to be supplied to 

any third-party unit operator under applicable designated representative agreements. On 

or before January 10 of each year, Agent shall determine and notify Appalachian and 

KPCo of the number of additional annual Emission Allowances consumed by each of 

them through December 3 1 of the previous year, and Appalachian and KPCo shall each 

transfer into the Mitchell Plant U.S. EPA Allowance Transfer System account that 

number of Emission Allowances with a small compliance margin by January 3 1 of that 

year. For seasonal Emission Allowance programs, Agent shall determine and notify 

Appalachian and KPCo of the number of additional seasonal Emission Allowances 

consumed by each of them during the applicable compliance period by the 1 Oth day of the 

first month following the end of the compliance period, and Appalachian and KPCo shall 

each transfer into the appropriate Mitchell Plant U.S. EPA Allowance Transfer System 

Account that number of Emission Allowances with a small compliance margin by the last 

day of the first month following the end of the compliance period. In the event that 
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7.9 

7.10 

Appalachian or KPCo fails to surrender the required number of Emission Allowances by 

January 3 1 or the last day of the first month following any seasonal compliance period, 

Agent shall purchase the required number of Emission Allowances, and Appalachian or 

KPCo, as the case may be, shall reimburse Agent for such purchases, with interest at the 

Federal Funds Rate (as published by the Board of Governors of the Federal Reserve 

System as from time to time in effect) iunning from the date of such purchases to the date 

of payment. The Operating Committee will develop procedures to be implemented after 

the end of each calendar year to account for the Emission Allowances required by the use 

of the Mitchell Plant by Appalachian and KPCo and to correct any imbalance between 

Emission Allowances supplied and Emission Allowances used through the end of the 

preceding year by settlement or payment. 

Capital repairs and improvements to the Mitchell Plant will be determined by the 

Operating Cormnittee pursuant to the annual budgeting process set forth in Section 7.10. 

Expenditures that the Operating Committee determines have been or will be incurred 

exclusively for one Owner shall be assigned exclusively to that Owner. 

At least 90 days before the start of each operating year, Appalachian and Agent shall 

submit to the Operating Cornrnittee a proposed annual budget with respect to the Mitchell 

Plant, a proposed annual operating plan, and an estimate and schedule of costs to be 

incurred for major maintenance or replacement items during the next six-year period. 

The annual budget shall be presented on a month-by-month basis for each month during 

the next operating year, and shall include an operating budget, a capital budget, an 

estimate of the cost of any major repairs that are anticipated will occur during such 

operating year with respect to the Mitchell Plant, and an itemized estimate of all 
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3 . 1  

3.2 

3.1 

projected non-fuel variable operating expenses relating to the operation of the Mitchell 

Plant during that operating year. The members of the Operating Committee will meet and 

work in good faith to agree upon the final annual budget and final annual operating plan. 

Once approved, the annual budget and annual operating plan shall remain in effect 

throughout the applicable operating year, sub.ject to such changes, revisions, 

amendments, and updating as the Operating Committee may deteimine. 

ARTICLE EIGHT 

EFFECTIVE DATE AND TERM 

Subject to FERC approval or acceptance for filing, the effective date of this Agreement 

shall be [January 1,20141. 

Sub,ject to FERC approval or acceptance, if necessary, this Agreement shall remain in 

force until such time as (i) KPCo or Appalachian has divested itself of all or any poi-tion 

of its ownership interest in the Mitchell Plant, other than assignment or other transfer of 

such ownership interests to another AEP affiliate; or (ii) either KPCo or Appalachian is 

no longer a direct or indirect wholly owned subsidiary of AEP; or (iii) KPCo and 

Appalachian may mutually agree to terminate this Agreement. 

ARTICLE NINE 

GENERAL 

This Agreement shall inure to the benefit of and be binding upon the signatories hereto 

and their respective successors and assigns, but this Agreement may not be assigned by 
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9.2 

9.3 

9.4 

9.5 

any signatory without the written consent of the others, which consent shall not be 

unreasonably withheld. 

This Agreement is sub.ject to the regulatory authority of any State or Federal agency 

having jurisdiction. 

The interpretation and performance of this Agreement shall be in accordance with the 

laws of the State of Ohio, excluding conflict of laws principles that would require the 

application of the laws of a different jurisdiction. 

This Agreement supercedes all previous representations, understandings, negotiations, 

and agreements, either written or oral between the signatories or their representatives 

with respect to operation of the Mitchell Plant, and constitutes the entire agreement of the 

signatories with respect to the operation of the Plant. Notwithstanding the foregoing, this 

Agreement does not supercede any previous agreements among any of the signatories 

allocating or transferring rights to capacity and associated energy, or ownership, of the 

Mitchell Plant. 

Each party shall designate in writing a representative to receive any and all notices 

required under this Agreement. Notices shall be in writing and shall be given to the 

representative designated to receive them, either by personal delivery, certified mail, 

facsimile, e-mail or any similar means, properly addressed to such representative at the 

address specified below: 

17 



APPALACHIAN POWER COMPANY 

Attn: 

Phone: 

Facsimile: 

Email: 

KENTUCKY POWER COMPANY 

Attn: 

Phone: 

Facsimile: 

Ernail: 

AMERICAN ELECTRIC POWER SERVICE 
CORPORATION 

Attn: 

Phone: 

F ac sinii le : 

Email: 

All notices shall be effective upon receipt, or upon such later date following receipt as 

set forth in the notice. Any Party may, by written notice to the other Parties, change the 

representative or the address to which such riotices are to be sent. 
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ARTICL,E TEN 

10.1 

11.1 

11.2 

11.3 

LIMITATION OF LIABILITY 

Notwithstanding anything in this Agreement to the contrary, neither of the Owners 

or Agent shall be liable under this Agreement for special, consequential, indirect, 

punitive or exemplary damages, or for lost profits or business interruption damages, 

whether arising by statute, in tort or contract or otherwise. 

ARTICL,E EL,EVEN 

DISPUTE RESOLUTION 

If either Owner believes that a dispute has arisen as to the meaning or application of this 

Agreement, it shall present that matter to the Operating Committee in writing, and shall 

provide a copy of that writing to the other Owner. 

If the Operating Committee is unable to reach agreement on any dispute within thirty (30) 

days after the dispute is presented to it, the matter shall be referred to the chief operating 

officers of the Owners for resolution in the manner that such individuals shall agree is 

appropriate; provided, however, that either Owner involved in a dispute may invoke the 

arbitration provisions set forth in Section 1 1.3 at any time after the end of the thirty 

(30)day period provided for the Operating Coinrnittee to reach agreement if the Operating 

Cornmittee has not reached agreement. 

If the Owners are unable to resolve a dispute through the Operating Committee within 

thirty (30) days after the dispute is presented to the Operating Committee pursuant to 

Section 1 1.1, or through reference of the matter to the chief operating officers of the 

Owners pursuant to Section 1 1.2, either Owner may commence arbitration proceedings 

by providing written notice to the other Owner, detailing the nature of the dispute, 
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designating the issue(s) to be arbitrated, identifying the provisions of this Agreement 

under which the dispute arose, and setting forth such Owner’s proposed resolution of 

such dispute. 

1 1.3.1 Within ten (1 0) days of the date of the notice of arbitration, a representative of 

each Owner shall meet for the pui-pose of selecting an arbitrator. If the Owner’s 

representatives are unable to agree on an arbitrator within fifteen (1 5 )  days of the 

date of the notice of arbitration, then an arbitrator shall be selected in accordance 

with the procedures of the American Arbitration Association (“AAA”). Whether 

the arbitrator is selected by the Owner’s representatives or in accordance with the 

procedures of the AAA, the arbitrator shall have the qualifications and experience 

in the occupation, profession, or discipline relevant to the sub.ject matter of the 

dispute. 

1 1.3.2 Any arbitration proceeding shall be subject to the Federal Arbitration Act, 9 

U.S.C. $5 1 et seq. (1994), as it may be amended, or any successor enactment 

thereto, and shall be conducted in accordance with the commercial arbitration 

rules of the AAA in effect on the date of the notice to the extent not inconsistent 

with the provisions of this Article. 

1 1.3.3 The arbitrator shall be bound by the provisions of this Agreement where 

applicable, and shall have no authority to modify any tenns and conditions of this 

Agreement in any manner. The arbitrator shall render a decision resolving the 

dispute in an equitable manner, and may determine that monetary damages are 

due to an Owner or may issue a directive that an Owner take certain actions or 

refrain from taking certain actions, but shall not be authorized to order any other 
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form of relief; provided, however, that nothing in this Article shall preclude the 

arbitrator from rendering a decision that adopts the resolutiori of the dispute 

proposed by an Owner. Unless otheiwise agreed to by the Owners, the arbitrator 

shall render a decision within one hundred twenty (1 20) days of appointment, and 

shall notify the Owners in writing of such decision and the reasons suppoi-ting 

such decision. The decision of the arbitrator shall be final and binding upon the 

Owners, and any award may be enforced in any coui-t of competent jurisdiction. 

1 1 "3.4 The fees and expenses of the arbitrator shall be shared equally by the Owners, 

unless the arbitrator specifies a different allocation. All other expenses arid costs 

of the arbitration proceeding shall be the responsibility of the Owner incurring 

such expenses and costs. 

1 1.3.5 Unless otherwise agreed by the Owners, any arbitration proceedings shall be 

conducted in Columbus, Ohio. 

1 1.3.6 Except as provided in this Article, the existence, contents, or results of any 

arbitration proceeding under this Article may not be disclosed without the prior 

written consent of the Owners, provided, however, that either Owner may make 

disclosures as may be required to hlfill regulatory obligations to any agencies 

having jurisdiction, and may infoi-m its lenders, affiliates, auditors, and insurers, 

as necessary, under pledge of confidentiality, and may consult with expert 

consultants as required in connection with an arbitration proceeding under pledge 

of confidentiality. 

1 1.3.7 Nothing in this Agreement shall be construed to preclude either Owner from filing 

a petition or complaint with FERC with respect to any claim over which FERC 
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has ,jurisdiction. In such case, the other Owner niay request that FERC reject the 

petition or coinpiairit or otheiwise decline to exercise its .jurisdiction. If FERC 

declines to act with respect to all or part of a claim, the poi-tion of the claim not so 

accepted by FERC may be resolved though arbitration, as provided in this 

Ai-ticle. To the extent that FERC asserts or accepts jurisdiction over all or part of 

a claim, the decisions, findings of fact, or orders of FERC shall be final and 

binding, subject to judicial review under the Federal Power Act, 16 1J.S.C. 5 791a 

et seq., as amended from time to time, and any arbitration proceedings that may 

have commenced prior to the assertion or acceptance ofjurisdiction by FERC 

shall be stayed, pending the outcome of the FERC proceedings. The arbitrator 

shall have no authority to modify, and shall be conclusively bound by, any 

decisions, findings of fact, or orders of FERC; provided, however, that to the 

extent that any decisions, findings of fact, or orders of FERC do not provide a 

final or complete remedy to an Owner seeking relief, such Owner may proceed to 

arbitration under this Article to secure such a remedy, sub.ject to any FERC 

decisions, findings, or orders. 

1 1.4 The procedures set forth in this Article shall be the exclusive means for resolving 

disputes arising under this Agreement and shall survive this Agreement to the extent 

necessary to resolve any disputes pertaining to this Agreement. Except as provided in 

Sections 1 1.3 and 1 1.3.7, neither Owner shall have the right to bring any dispute for 

resolution before a court, agency, or other entity having jurisdiction over this Agreement, 

unless both Owners agree in writing to such procedure. 
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11.5 To the extent that a dispute involves the actions, inactions or responsibilities of Agent 

under this Agreement, the provisions of this Article shall be applicable to such dispute. 

For such purposes, Agent shall be treated as an Owner in applying the provisions of this 

Article. 

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be executed 

by their officers thereunto duly authorized as of the date first above written. 

APPALACHIAN POWER COMPANY 

KENTUCKY POWER COMPANY 

BY: 

Title: 

AMERICAN ELECTRIC POWER SERVICE 
CORPORATION 

BY: 

Title: 
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NTUC WE 

RATE SCHEDULE NO. 303 

Joint Tariff Common Name: “Mitchell Plant Operating Agreement” 

Designated Filing Company: Appalachian Power Company (APCo) 

Designated Filing Company Tariff Title: APCo Rate Schedules and Service 
Agreements Tariffs 

Designated Filing Company Tariff Program: FPA (Cost Based) 

Designated Filing Company Tariff Record Adopted by Reference (Record Content 
Description/Tariff Record Title): Rate Schedule No. 303, Mitchell Plant Operating 
Agreement. 

No limitations: All versions of the agreement 

Description of Tariff Rate Schedule under which APCo, Kentucky Power Company, 
and American Electric Power Service Corporation (in an agency role) will operate and 
maintain the Mitchell Plant. 



Attachment C 

1. Certificate of Concull-ence - AEP Generation Resources Inc. regarding the Spoi-n 
Plant Operating Agreement 

2. Certificate of Concurrence - Kentucky Power Company regarding the Mitchell Plant 
Operating Agreement 



This is to certify that AEP Generation Resources Inc. (AEP Generation 
Resources), a Delaware corporation, assents to and concurs in the FERC FPA Electric 
Tariff described below, which Appalachian Power Company (APCo), the designated 
filing company, has filed in its “APCo Rate Schedules and Service Agreements Tariffs” 
database. 
Name of Tariff Adopted by Reference: Spom Plant Operating Agreement 

APCO Tariff Record Adopted by Reference: Rate Schedule No. 302, Sporn Plant 
Operating Agreement 

Description of Tariff: Rate Schedule under which APCo, AEP Generation Resources 
and American Electric Power Service Corporation (in an agency role) will operate and 
maintain the Sporn Plant. 

By: /John C. Crespo/ 
John C. Crespo, 
Deputy General Counsel - Regulatory Services 
Dated: October 26,2012 



ENC 

This is to certify that Kentucky Power Coinpany (KPCo), a Kentucky 
corporation, assents to and concurs in the FERC FPA Electric Tariff described below, 
which Appalachian Power Coinpany (APCo), the designated filing company, has filed in 
its “APCo Rate Schedules and Seivice Agreements Tariffs” database. 

Name of Tariff Adopted by Reference: Mitchell Plant Operating Agreement 

APCO Tariff Record Adopted by Reference: Rate Schedule No. 303, Mitchell Plant 
Operating Agreement 

Description of Tariff: Rate Schedule under which APCo, KPCo and American Electric 
Power Seivice Coi-poration (in an agency role) will operate and maintain the Mitchell 
Plant. 

By: /John C. Crespo/ 
John C. Crespo, 
Deputy General Counsel - Regulatoiy Services 
Dated: October 26,2012 
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Steven J. Ross 
2024296279 
sross@steptoe.com A __I_......-....._..._.. 

S T E P T O t  h J O H N S O N  L L P  

1330 Connecticut Avenue, NW 
Washington, DC 20036-1795 
202 429 3000 main 
www.steptoe.com 

October 31,2012 

The Honorable Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Cornmission 
888 First Street, N.E. 
Washington, D.C. 20426 

Re: Appalachian Power Company 
Docket No. ERl3- -000 

Kentucky Power Company 
Docket No. ER13- -000 

AEP Generation Resources Inc. 
- Docket No. ER13- -000 

Dear Secretary Bose: 

American Electric Power Service Corporation (“AEPSC”), on behalf of‘ Appalachian 
Power Company (“APCo”), Kentucky Power Company (“KPCo”), and AEP Generation 
Resources Inc. (“AEP Generation Resources”) (AEPSC, APCo, KPCo, and AEP Generation 
Resources collectively niay be referred to as “AEP”), hereby submits for filing (i) the Sporn 
Plant Operating Agreement among APCo, AEP Generation Resources, and AEPSC (“Sporn 
Agreement”), and (ii) the Mitchell Plant Operating Agreement among APCo, KPCo, and AEPSC 
(“Mitchell Agreement”). AEPSC respectfullv requests that the Commission establish 
December 17.2012 as the comment date for this filing. This extended comment period 
would allow interested parties extra time (an additional 26 davs beyond what is set forth in 
18 C.F.R. 5 35.8) to comment on the filing. 

mailto:sross@steptoe.com
http://www.steptoe.com
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S T E P T C E  L JOHNSON L l P  

This filing includes the following documents in addition to the relevant Tariff Records: 

1. Attachment A - Clean Tariff Attachments for the Sporn Plant Operating 
Agreement (APCo Rate Schedule No. 302 and AEP Generation Resources Rate 
Schedule No. 302); 

Attachment B - Clean Tariff Attachments for the Mitchell Plant Operating 
Agreement (APCo Rate Schedule No. 303 and KPCo Rate Schedule No. 303); 
and 

Attachment C - Certificates of Concurrence signed on behalf of AEP Generation 
Resources and KPCo. 

2. 

3. 

I. BACKGROUND 

As described in detail in a Federal Power Act Section 203 application that AEPSC is 
submitting contemporaneously with this filing, the Public Utilities Commission of Ohio has 
approved a comprehensive restructuring of AEP’s Ohio utility affiliate, Ohio Power Company 
(“Ohio Power”).2 Among other things, that restructuring provides for Ohio Power to separate its 
generation facilities from its transmission and distribution facilities. In a separate Section 203 
application, APCo, KPCo, and AEP Generation Resources are seeking authority for (i) APCo to 
obtain from AEP Generation Resources Ohio Power’s former interest in Unit No. 3 of the John 
E. Amos Plant and appurtenant interconnection facilities (“Amos Plant”) (APCo already owns an 
interest in Amos Unit No. 3) and an 50% undivided interest in the Mitchell Power Generating 
Facility and appurtenant interconnection facilities (“Mitchell Plant”), and (ii) KPCo to obtain 
from AEP Generation Resources the remaining SO% undivided interest in the Mitchell Plant. 

Once these transactions are consummated, AEP Generation Resources will operate the 
former Ohio Power generating facilities (other than Amos Unit No. 3, the Mitchell Plant, and the 
Philip Sporn Plant (“Sporn Plant”)) as a standalone generating company. As discussed below, 
APCo will operate the Sporn Plant and the Mitchell Plant in accordance with the operating 
agreements that are the subject of this filing. APCo also will own and operate all the units at the 
Amos Plant. Therefore, as of the consummation of the transaction under which APCo will 
obtain Ohio Power’s former interest in Amos Unit No. 3, the current operating agreement among 
APCo, Ohio Power, and AEPSC will be terminated. 

(Sporn Unit Nos. 1-4) and one 450,000 kW coal-fired unit (Sponi Unit No. 5 )  at the Sporn Plant 
The generating facilities covered by this filing are (i) four 1S0,OOO kW coal-fired units 

’ The same filing is being submitted in three Tariff IDS, so the relevant Tariff Records will vary 
with each of the three filings. Each of the three filings will include Attachments A through C for 
convenience of the reviewer. 

‘ Prior to December 3 1,201 1, AEP had two Ohio utility affiliates, Ohio Power and Columbus 
Southern Power Company (“CSP”). On December 3 1, 201 1, Ohio Power and CSP completed a 
reorganization transaction pursuant to which CSP was merged into Ohio Power. That transaction 
was approved by this Commission in an order issued on July 1, 201 1, in Docket No. ECl l-37. 
CSP’s former generating resources are not at issue in this proceeding. 
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near New Haven, West Virginia and (ii) two 800,000 kW coal-fired units at the Mitchell Plant 
located in Moundsville, West Virginia. TJnder the current arrangements, APCo owns Sporn Unit 
Nos. 1 and 3, and Ohio Power owns Sporn Unit Nos. 2,4,  and 5.  Sporn Unit No. 5 was retired 
on February 13,201 2. Because the plant is located in APCo’s service territory, APCo has 
operated and maintained the Sporn Plant, including the units owned by Ohio Power, under the 
terms of an existing agreement between APCo and Ohio Power. Under the Ohio corporate 
separation plan noted above, AEP Generation Resources will obtain Sporn Unit Nos. 2,4,  and 5.  
APCo and AEP Generation Resources have agreed that APCo will continue to operate the Sporn 
Plant under the terms and conditions of the Sporn Agreement, which is discussed in more detail 
below. 

IJnder the transactions described above, the Mitchell Plant ultimately will be transfei-red 
to APCo (which will acquire a SO% undivided interest) and KPCo (which will also acquire a 
SO% undivided interest). APCo and KPCo have agreed that APCo will operate the Mitchell 
Plant under the terms and conditions of the Mitchell Agreement, which is discussed in more 
detail below. 

11. DISCUSSION 

A. The Sporn Agreement 
The Sporn Agreement supersedes the current operating agreement (which will be 

terminated), and sets out the terms under which APCo and AEPSC (as agent for APCo and AEP 
Generation Resources) will operate and maintain the Sporn Plant. Article One sets out APCo’s 
and AEPSC’s functions, including their obligations to operate and maintain the plant in 
accordance with good utility practices, to maintain the necessary books, records, and joint bank 
accounts for transactions involving the Sporn Plant, and to prepare statements detailing for AEP 
Generation Resources the monthly costs associated with operating and maintaining the plant. 
Article Two provides that each owner has the right to call on, at any and all times, the entire 
output of the Sporn Plant units that it owns. Article Three details each party’s responsibilities 
and obligations for the costs of installing additional or replacement facilities at the plant, and 
specifies generally that the cost of facilities for jointly-owned property will be allocated in 
accordance with the ratio of each owner’s ownership interest. Article Four discusses the owners’ 
working capital requirements. 

Article Five of the Sporn Agreement details the apportionment of the costs of operating 
and maintaining the Sporn Plant. That article provides for APCo and AEPSC to determine the 
operating and maintenance costs directly attributable to specific units, which will be allocated to 
the owner of those units, and the costs that are not directly attributable to specific units, which 
will be allocated 50% to each owner. Article Five further provides for AEPSC (subject to 
direction from the Operating Committee established pursuant to Article Six) to procure fuel for 
the Sporn Plant and to assess the associated fuel costs (including transportation and any carrying 
costs) to the respective owners. The article further provides that AEP Generation Resources niay 
exercise an option to supply the fuel for one or more of the plants it owns, in which case AEP 
Generation Resources will still be allocated a portion of the fuel delivery and storage facility 
costs. 
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As just noted, Article Six provides for the establishment of an Operating Committee, 
consisting of representatives of each owner and AEPSC, as agent. Decisions by the Operating 
Committee must be agreed to by APCo and AEP Generation Resources. The Operating 
Committee’s responsibilities include: (i) review and approval of annual budgets and operating 
plans, (ii) establishment of dispatch and unit commitment procedures, (iii) establishment of 
communication and coordination protocols, (iv) decisions on capital expenditures, 
(v) deterniinations on changes in unit capability and retirement(s), (vi) establishment of billing 
procedures, (vii) specification of fuel inspection and management procedures, and (viii) review 
and approval of changes to the Sporn Plant operating procedures, and plans to comply 
with environmental laws and other regulations, ordinances, and permits. The remaining articles 
include standard contract provisions addressing, among other things, compliance with regulatory 
requirements, limitations on liability, assignment, and dispute resolution. 

B. The Mitchell Agreement 
The Mitchell Agreement is similar to the Sporn Agreement. Like the Sporn Agreement, 

Article One of the Mitchell Agreement sets out APCo’s and AEPSC’s functions, including their 
obligations to operate and maintain the plant in accordance with good utility practices, to 
maintain the necessary books, records, and joint bank accounts for transactions involving the 
Mitchell Plant, and to prepare statements detailing for KPCo the monthly costs associated with 
operating and maintaining the plant. Article Two provides for the apportionment of capacity and 
energy between APCo and KPCo, and provides for APCo to accept, at all times, KPCo’s share of 
the Mitchell Plant’s total net capability into APCo’s transmission facilities. Articles Three and 
Four of the Mitchell Agreement are substantially the same as Articles Three and Four of the 
Sporn Agreement. 

pile to provide adequate fuel reserves for normal operations, and for the owners to make monthly 
investments in the common coal stock pile. APCo’s and KPCo’s respective shares of the 
investment in the common coal stock pile will be proportionate to their ownership shares in the 
Mitchell Plant. Article Six apportions the station costs, including fuel expenses, between APCo 
and KPCo. For example, APCo’s and KPCo’s respective shares of the monthly costs of the fuel 
consumed at the Mitchell Plant will be proportionate to their dispatch in each month. This article 
also apportions the monthly operating and maintenance costs in accordance with APCo’s and 
KPCo’s respective ownership interests. 

responsibilities as under Article Six of the Sporn Agreement. That article also sets out the unit 
commitment and dispatch provisions, including one owner’s right to call on the Mitchell Plant 
capacity when the other owner has not committed its ownership interest in the plant. In addition, 
Article Seven includes provisions addressing emission allowances, as well as capital repairs and 
improvements. As with the Sporn Agreement, the remaining articles of the Mitchell Agreement 
include standard contract provisions addressing, among other things, compliance with regulatory 
requirements, limitations on liability, assignment, and dispute resolution. 

Article Five provides for APCo and AEPSC to establish and maintain a sufficient coal 

Article Seven provides for the Operating Committee, which generally will have the same 
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III. GENERAL FILING INFORMATION 

In compliance with the requirements of 18 C.F.R. 3 35.13, AEPSC states as follows: 

A. 

The documents provided with this filing include this Transmittal Letter and the materials 

General Information - 18 C.F.R. 0 35.13(b) 

listed above. The persons upon whom this filing has been served are set out below in Section IV. 
A description of and the reasons for the rate changes proposed are discussed in this Transmittal 
L,etter. AEPSC further states that there are no costs in the agreements that have been alleged or 
judged in any administrative or judicial proceeding to be illegal, duplicative, or unnecessary 
costs that are demonstrably the product of discriminatory eniployment practices. 

R. Cost of Service Information 
AEPSC requests waiver of those provisions in Section 35.13 that would require AEPSC 

to submit cost-of-service data. Each of the joint operating agreements provides for the plant 
owners to pay the actual operating and maintenance costs, fuel and fuel handling expenses, and 
capital costs incurred for the installation of new or replacement facilities at the plants. The 
parties intend to comply with the affiliate pricing rules under Order No. 707 and will, if 
appropriate, request a waiver of those rules in a future proceeding. 

C. Effective Date 
AEPSC requests waiver of Section 35.3 to permit the Sporn Agreement and the Mitchell 

Agreement to become effective upon the closing of the Ohio restructuring transaction and the 
asset transfer transaction involving Amos Unit No. 3 and Mitchell, which are the subject of 
separate Section 203 applications that are being submitted contemporaneously with this filing. 
The parties anticipate that these closings will occur on or about December 31,2013. The Tariff 
Records are thus being submitted with a January 1, 2014 proposed effective date. 

IV. CORRESPONDENCE AND SERVICE 

AEPSC requests that any correspondence or communications with respect to this filing be 
sent to the following: 

Chad A. Heitmeyer 
Regulatory Case Manager 
American Electric Power 

Service Corporation 
1 Riverside Plaza 
Columbus, OH 43215 

caheitmeyer@ aep.com 
(614) 716-3303 

John C. Crespo 
Deputy General Counsel 

Regulatory Services 
American Electric Power 

Service Corporation 
I Riverside Plaza 
Columbus, OH 43215 

jccrespo@ aep.coni 
(614) 716-3727 
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Steven J. Ross 
Carol Gosain 
Steptoe & Johnson LLP 
1330 Connecticut Avenue, N.W 
Washington, DC 20036 

sross @ steptoe.com 
cgosain @ steptoe.com 

(202) 429-6279 

A copy of this filing will be served on the Kentucky Public Service Commission, the 
Public Service Commission of West Virginia, and the Virginia State Corporation Commission, 
and will be posted on AEP’s website at: 
http://www.aep.corn/investors/currentRegulatoryactivity/regulatory/ferc.aspx 

V. CONCLUSION 

For the foregoing reasons, AEPSC respectfully requests that the Commission accept for 
filing, without condition or modification, the Sporn Agreement and the Mitchell Agreement. If 
you have any questions concerning this filing, please do not hesitate to contact the undersigned. 

Respectfully submitted, 

/ S I  
John C. Crespo 
Deputy General Counsel - Regulatory Services 
American Electric Power Service Corporation 
1 Riverside Plaza 
Columbus, OH 4321 5 

Steven J. Ross 
Carol Gosain 
STEPTOE &.JOHNSON LLP 
1330 Connecticut Avenue, N.W. 
Washington, DC 20036 

Attorneys for 
American Electric Power Service Corporation 

Attachnien ts 

http://steptoe.com
http://steptoe.com
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Attachment A 

Spoi-n Plant Operating Agreement Among Appalachian Power Company, AEP 
Generation Resources Inc. and American Electric Power Service Corporation, as 
Agent 

1. Tariff Record, APCo - Rate Schedule No. 302 

2. Tariff Record, AEP Generation Resources Inc. - Rate Schedule No. 302 



U T E  SCHEDULE NO. 302 

SPORN PLANT OPERATING AGREEMENT 

APPALACHIAN POWER COMPANY 

AEP GENERATION RESOURCES INC. 

AND 

AMERICAN ELECTRIC POWER SERVICE CORPORATION, AS AGENT 

Tariff Submitter: Appalachian Power Company 
FERC Program Name: FERC FPA Electric Tariff 
Tariff Title: APCo Rate Schedules and Service Agreements Tariffs 
Tariff Proposed Effective Date: 01/01/2014 
Tariff Record Title: Sporn Plant Operating Agreement 
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THIS SPORN PLANT OPERATING AGREEMENT (“Agreement”) dated as of 

is by and among Appalachian Power Company (“Appalachian”), a Virginia 

corporation qualified as a foreign corporation in West Virginia; AEP Generation Resources Inc. 

(“GenCo”), a Delaware corporation qualified as a foreign coi-poration in West Virginia 

(collectively hereinafter sometimes referred to as the “Owners”); and American Electric Power 

Service Coiporation (“Agent”), a New York corporation qualified as a foreign coi-poration in 

West Virginia. Appalachian, GenCo and Agent may hereinafter be referred to individually as a 

“Party” and collectively as the “Parties”. 

WITNESSETH: 

WHEREAS, Appalachian owns two operating 150,000 kilowatt generating units (“Sponi 

Unit Nos. 1 and 3”) at the Philip Sporn Plant (“Spoin Plant”) located along the Ohio River near 

New Haven, West Virginia, and GenCo has acquired from Ohio Power Company, and now 

owns, two operating 150,000 kilowatt generating units and one 450,000 kilowatt generating unit 

(“Sporn Unit Nos. 2 , 4  and 5”) at the Spoin Plant; and 

WHEREAS, GenCo’s Spoi-n Unit No. 5 was retired Febiuaiy 13,2012; and 

WHEREAS, the Owners desire that Appalachian operate and maintain the Spoin Plant in 

accordance with the provisions hereof, effective [January 1,20141; and 

WHEREAS, the Owners are subsidiaries of American Electric Power Company, Inc., 

(“AEP”) the parent company in an integrated public utility holding company system, and use the 

services of Agent (an affiliated company engaged solely in the business of furnishing essential 

services to the Owners and to other affiliated companies), as outlined in the seivice agreements 

between Agent and Appalachian Power Company and between Agent and AEP Generation 

Resources Inc. 
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NOW, THEREFORE, in consideration of the premises and for the purposes hereinabove 

-ecited, and in consideration of the mutual covenants hereinafter contained, the signatories agree 

1s follows: 

1.1 

1.2 

1.3 

1.4 

ARTICLE ONE 

FUNCTIONS OF APPALACHIAN AND AGENT 

Appalachian shall operate and maintain the Sporn Plant in accordance with good utility 

practice consistent with procedures employed by Appalachian at its other generating 

stations, and in conformity with the terms and conditions of this Agreement. 

Appalachian shall keep all necessary books of record, books of account and memoranda 

of all transactions involving the Spoin Plant, and shall make computations and 

allocations on behalf of the Owners, as required under this Agreement. The books of 

record, books of account and memoranda shall be kept in such manner as to conform, 

where so required, to the Uniform System of Accounts prescribed by the Federal Energy 

Regulatory Commission (“FERC”) for Public Utilities and Licensees (“Uniform System 

of Accounts”), and to the rules and regulations of other regulatory bodies having 

jurisdiction as they may from time to time be in effect. 

The Owners may establish suchjoint bank accounts as may from time to time be 

appropriate. 

As soon as practicable after the end of each month, Appalachian shall fii-nish to GenCo a 

statement setting forth the dollar amounts associated with the operation and maintenance 

of the Sporn Plant applicable to Appalachian and GenCo for such month in accordance 
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1.5 

1.6 

l .  1 

3.1 

with the provisions of this Agreement. The Owners shall, on a timely basis, deposit 

sufficient dollar amounts in the appropriate bank accounts to cover their respective costs. 

Appalachian may obtain such materials, labor and other services as it considers necessary 

in connection with the perfoiinance of the functions to be performed by it hereunder from 

such sources or through such persons as it may designate. 

Agent, as directed by the Operating Committee and consistent with Agent’s service 

agreements with Appalachian and GenCo, shall provide services necessary for the safe 

and efficient operation and maintenance of the Spoim Plant. 

ARTICLE TWO 

APPORTIONMENT OF CAPACITY AND ENERGY 

Each Owner shall have the primary right to demand and use at any and all times the 

entire available kilowatt output capacity of the units it owns at the Spoi-n Plant and the 

electric energy associated with such capacity so demanded and used. 

ARTICLE THREE 

ADDITIONS, REPL,ACEMENTS AND RENEWALS 

Installation of additional facilities or replacement of existing facilities with other facilities 

at the Sporn Plant may at any time or from time to time be made by either Owner on its 

side of the median line and the Owner making such installation or replacement shall pay 

the entire cost thereof arid shall be vested with absolute title thereto; provided, however, 

that if the units of the Sporn Plant are being operated together as a single station at the 

time such installation or replacement is made, all features of such installation or 
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3.2 

3.3 

3.4 

replacement which may affect the satisfactory, economical and/or safe operation of the 

Spoi-n Plant as a whole and all items which involve capital expenditures which cannot be 

perfoiined under previously obtained authorizations from the other Owner shall be 

submitted in writing to the other Owner for approval by such Owner before such 

installation or replacement is made. 

If any such installation or replacement requires structures or facilities to be installed upon 

the property of the other Owner, such other Owner shall grant any necessaiy easements 

for the structures or facilities which do not interfere with the use or development of its 

own units, and, if such structures or facilities are incorporated subsequently into an 

installation or replacement of its own, it shall purchase them at their book value. Each 

Owner shall be responsible for any liability or damage resulting from the installation or 

replacement of structures or facilities on the property of the other Owner. 

The cost of new jointly-owned property and the costs incurred in installing any such new 

jointly-owned property that will serve all the Spoi-n Plant Units shall be apportioned 

between the Owners based upon the ratio of each Owner’s capacity in the units it owns at 

the Spoiii Plant to the sum of the capacity of all of the units at the Sporn Plant. Additions 

to existing jointly-owned property and replacements of sections of components of 

existing .jointly-owned property shall be apportioned based upon the ratio of each 

Owner’s capacity in the units it owns at the Spoi-n Plant to the sum of the capacity of all 

the units at the Spoi-n Plant. 

The cost of new jointly-owned propei-ty and cost incurred in installing any such new 

jointly-owned property that will benefit less than all of the Spoi-n Units will be 

apportioned between the Owners based upon the ratio of each Owner’s capacity in the 



1. 1 

1.2 

5.1 

units it owns at the Spoin Plant which are benefited by the new ,jointly-owned propeiv to 

the sum of the capacity in all units at the Spoin Plant which are benefited by the new 

jointly-owned property. 

ARTICLE FOUR 

WORKING CAPITAL REQUIREMENTS 

Appalachian and GenCo shall periodically mutually deteiinine the amount of fimds 

required for use as working capital in meeting payrolls and other expenses incurred in the 

operation and maintenance of Sporn Plant and in buying materials and supplies (inclusive 

of fuel) for Spoi-n Plant. 

Appalachian and GenCo shall from time to time provide their share of working capital 

requirements in respective amounts proportionate to the ratio of each Owner’s capacity in 

the units it owns at the Sporn Plant to the suiii of the capacity of all of the units at the 

Spoi-n Plant. 

ARTICLE FIVE 

APPORTIONMENT OF COST OF OPERATING 
AND MAINTAINING THE SPORN PLANT 

The costs incui-red during or accrued for each calendar month in operating the Spoin 

Plant, as shown by the cost statements described in Article One, shall be assigned 

between the Owners. Appalachian and Agent will, to the extent practicable, deteimine all 

Sporn Plant operating costs that are directly attributable to a specific unit for assignment 

to and payment by the Owner of that unit. The poi-tion of the operating costs that benefit 

the entire Spoi-n Plant site which are to be allocated to GenCo but are not directly 
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5.2 

5.3 

attributable to a specific unit shall be equal to 50% of the total operating costs. The 

remaining portion of such non-attributable operating costs shall be allocated to 

Appalachian. 

The Owners may, fi-om time to time, amend the allocation formula to reflect retirement or 

decommissioning of a unit. 

The costs incurred during or accrued for each calendar month in maintaining the Sporri 

Plant, as shown by the cost statements described in Article One, shall be assigned 

between the Owners. Appalachian and Agent will, to the extent practicable, determine all 

Spoi-n Plant maintenance costs that are directly attributable to a specific unit for 

assignment to and payment by the Owner of that unit. The portion of the maintenance 

costs that benefit the entire Sporn Plant site which are to be allocated to GenCo but are 

not directly attributable to a specific unit shall be equal to 50% of the total maintenance 

costs. The remaining portion of such non-attributable maintenance costs shall be 

allocated to Appalachian. The Owners may, from time to time, amend the allocation 

formula to reflect the retirement or decommissioning of a unit. 

Agent, pursuant to direction from the Operating Committee (as defined in Article Six), 

shall continue to procure and deliver fuel to each of the operating generating units at the 

Spoi-n Plant. Except for any unit for which GenCo has exercised the option described in 

Section 5.3.1, each Owner will pay for the fuel costs of the units it owns at the Sporn 

Plant as determined in accordance with the last sentence of Section 5.3.2. Fuel costs 

will include the cost of the fuel itself, the cost of fuel transportation, and any carrying 

charges associated with fuel. 
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5.3.1 GenCo shall have the option, on six (6) months’ notice to Appalachian and 

subject to no adverse impact on the operation of Appalachian’s units, to supply 

the fuel necessary to operate one or inore of the units it owns at the Spoi-n Plant. 

This option must be noticed at the saine time as to all generating units at the 

Spoi-n Plant owned by GenCo that are served from the same physical he1 

inventoiy. The option, once noticed, inay not be revolted without Appalachian’s 

consent I 

(a) If it exercises the option described in this Section 5.3.1, GenCo 

shall have the right to use delivery and storage facilities, including 

rights of access, owned by Appalachian or Agent or under contract 

to Appalachian or Agent for the deliveiy to or storage of such fuel 

at the Spoi-n Plant, for use in connection with the unit(s) for which 

it has exercised such option. GenCo shall pay a monthly charge 

submitted by Appalachian reflecting the propoi-tional cost of its use 

of fuel delivery and storage facilities in each month. 

In the event that GenCo exercises the option described in this 

Section 5.3.1 the Operating Cormlittee will identify, and 

determine the appropriate allocation to GenCo of rights and 

obligations under, the applicable fuel supply contract(s), and any 

associated transportation contract(s), for he1 for the unit(s) as to 

which the option is exercised. Appalachian and Agent, as 

necessaiy, shall assign to GenCo, and GenCo shall accept 

assignment of, that portion of Appalachian’s and Agents’ rights 

(b) 
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under such contracts which the Operating Cormnittee has 

determined should be allocated to GenCo for fuel for the unit(s) as 

to which the option has been exercised. If GenCo exercises the 

option provided in this subsection, but for any reason the file1 

supply that is GenCo’s responsibility is not timely delivered to the 

subject generating unit(s), GenCo shall not have the right to 

commit or dispatch the units affected. 

5.3.2. In the event that GenCo exercises the option to supply file1 described in Section 

5.3.1 with respect to any unit, the specifications for the fuel(s) supplied for that 

unit will be established and, when appropriate, modified, by the Operating 

Committee. The Operating Committee will ensure that the specifications for the 

fuel to be supplied pursuant to the Section 5.3.1 option will have no adverse 

impact on the units owned by Appalachian. Fuel will be subject to inspection and 

certification procedures as the Operating Committee may decide. Fuel 

inventories at each unit that is the subject of the option, or at the Sporn Plant, may 

be physically commingled, but separate accounts will be maintained to reflect the 

fuel credited to each Owner and used by each Owner at each unit. The Operating 

Committee will develop procedures to avoid imbalances between the amount of 

fuel each Owner delivers and the amount of fuel each Owner uses, and shall take 

any steps necessary for the correction of any imbalance by settlement or payment 

as soon as feasible, but in no event shall imbalances be permitted to exist for more 

than six months without settlement or payment. The fuel costs of each Owner 

with respect to an individual unit will be equal to the sum of miniinurn load and 
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5.1 

hourly average fuel costs (based on average heat rates at the unit’s level of 

capacity utilization) associated with the Energy that each schedules from that unit. 

5.3.3. In the event that GenCo exercises the option to supply fuel described in Section 

5.3.1 with respect to any unit, Appalachian will assign to GenCo the fuel 

inventory, as of the date of the option takes effect, for the generating units 

affected by the exercise of the option. 

ARTICLE SIX 

OPERATING COMMITTEE 

By written notice to each other, each of the Owners and Agent shall name one 

representative (“Operating Representative”) and one alternate to act for it in matters 

pertaining to operating arrangements under this Agreement. For purposes of Sections 6.1 

through 6.4 of this Agreement, Parties shall include the Owners and Agent. Any Party 

may change its Operating Representative or alternate at any time by written notice to the 

other Parties. The three Operating Representatives for the respective Parties, or their 

alternates, shall comprise the Operating Conunittee. All decisions, directives, or other 

actions by the Operating Committee must be by unanimous agreement of the Operating 

Representatives of the Owners. The Operating Representative of Agent, or of any third 

party that provides services in replacement of Agent, shall be free to express the views of 

Agent or such third party on any matter, but shall not have a vote on the Operating 

Committee. Except as otherwise provided in Sections 1 1.1, 1 1.2 and 1 1.3 with respect to 

a dispute referred to the Operating Committee by an Owner, the failure of the Owners’ 

respective Operating Representatives to unanimously agree with respect to a matter 
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pending before the Operating Coimnittee shall not be considered to be a dispute that 

would be subject to resolution under Article Eleven. 

The Operating Cormnittee shall have the following responsibilities. 5.2 

a. 

b. 

C. 

d. 

e. 

f. 

g" 

h. 

Review and approval of an annual budget and annual operating plan, including 

deteiinination of the emission allowances required to be acquired by the Owners. 

Establishment and review of procedures and systeins for dispatch, notification of 

dispatch, arid unit comrnitinent under this Agreement. 

Establishment and monitoring of procedures for communication and coordination 

with respect to unit capacity availability, fuel-firing options, and scheduling of the 

generating capacity, including scheduling of outages for maintenance, repairs, 

equipment replacements, scheduled inspections, and other foreseeable cause of 

outages at any generating unit, as well as the return of any unit to availability 

following an unplanned outage. 

Decisions on capital expenditures for facilities at the Spoi-n Plant owned jointly by 

the Owners. 

Determinations as to changes in the unit capability of the units and decisions on 

unit retirement. 

Establishment and modification of billing procedures under this Agreement. 

Specification of fuels, oversight of fuel inspection and certification procedures, 

management of fuel inventories, and allocation of rights under fuel supply and 

transpoi-tation contracts in accordance with Section 5.3.1 (b). 

Establishment of, tei-rnination of, and approval of any change or amendment to tile 

operating arrangements between Appalachian and Agent or any replacement third 
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6.3 

6.4 

6.5 

6.6 

6.7 

party with respect to the Spoi-n Plant generating units; provided, however, that 

Agent or any replacement third party shall participate in discussions pursuant to 

Section 6.2.11 only to the extent requested to do so by both Owners. 

Review and approval of plans and procedures designed to insure Compliance with 

any environmental law, regulation, ordinance or permit, including procedures for 

allocating and using emission allowances or for any programs that permit 

averaging at more than one unit for compliance. 

Other duties as assigned by written agreement of the Owners. 

1. 

j .  

The Operating Committee shall meet at least annually, and at such other times as any 

Party may reasonably request. 

The Parties shall cooperate in providing to the Operating Committee the information it 

reasonably needs to cai-ry out its duties, and to supplement or correct such information on 

a timely basis. 

Appalachian and GenCo shall be individually responsible for any fees charged by FERC 

on the basis of the sales or transmission by each of capacity or energy at wholesale in 

interstate commerce. 

Capital repairs and improvements for facilities at the Sporn Plant owned jointly by the 

Owners will be determined by the Operating Committee pursuant to the annual budgeting 

process set forth in Section 6.7. Expenditures that the Operating Committee determines 

have been or will be incurred exclusively for one Owner shall be assigned exclusively to 

that Owner. 

At least 90 days before the start of each Operating Year, Appalachian and Agent shall 

submit to the Operating Committee a proposed annual budget with respect to the Sporn 
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Plant generating units, a proposed annual operating plan with respect to those generating 

units, and an estimate and schedule of costs to be incurred for major maintenance or 

replacement items with respect to those generating units during the next six-year period. 

The armual budget shall be presented 011 a month-by-month basis for each month during 

the next operating year, and shall include an operating budget, a capital budget, an 

estimate of the cost of any major repairs that are anticipated to occur during such 

operating year with respect to the Spoln Plant generating units, and an itemized estimate 

of all pmjected non-file1 variable operating expenses relating to the operation of those 

generating units during that operating year. The members of the Operating Committee 

will meet and work in good faith to agree upon the final annual budget and final annual 

operating plan. Once approved, the annual budget and annual operating plan shall remain 

in effect throughout the applicable operating year, subject to such changes, revisions, 

amendments, and updating as the Operating Cormnittee may determine. 

ARTICLE SEVEN 

GOVERNMENTAL AUTHORITIES 

This Agreement is subject to the regulatory powers of any State or Federal agency having 

iurisdiction. 

ARTICLE EIGHT 

LJMITATION OF LIABILITY 

3 . 1  Notw,,,,stan( ing anything in this Agreement to the contrary, neLer  of the Owners or 

Agent shall be liable under this Agreement for special, consequential, indirect, punitive 
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9.1 

9.2 

9.3 

9.4 

or exemplary damages, or for lost profits or business interruption damages, whether 

arising by statute, in tort or contract or otheiwise. 

ARTICLE NINE 

MISCELLANEOUS 

This Agreement shall inure to the benefit of and be binding upon the signatories hereto 

and their respective successors and assigns, but this Agreement may not be assigned by 

any signatory without the written consent of the others, which consent shall not be 

unreasonably withheld. 

The interpretation and perfoimance of this Agreement shall be in accordance with the 

laws of the State of Ohio, excluding conflict of laws principles that would require the 

application of the laws of a different jurisdiction. 

This Agreement supercedes and replaces the Operating Agreement between Appalachian 

Power Company and Ohio Power Company, dated January 1, 1998, as of the date this 

Agreement becomes effective. 

This Agreement supercedes all previous representations, understandings, negotiations, 

and agreements, either written or oral between the signatories or their representatives 

with respect to operation of the Spoi-n Plant, and constitutes the entire agreement of the 

signatories with respect to the operation of the Sporn Plant. Notwithstanding the 

foregoing, this Agreement does not supercede any previous agreements among any of the 

signatories allocating or transfell-ing rights to capacity and associated energy, or 

ownership, of the Sporn Plant units. 
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j.5 Each Party shall designate in writing a representative to receive any and all notices 

required under this Agreement. Notices shall be in writing and shall be given to the 

representative designated to receive them, either by personal deliveiy, certified mail, 

facsimile, e-mail or any similar means, properly addressed to such representative at the 

address specified below: 

APPAL,ACHIAN POWER COMPANY 

Attn: 

Phone: 

Facsimile: 

Email: 

AEP GENERATION RESOURCES INC. 

Attn: 

Phone: 

Facsimile: 

Ernail: 
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AMERICAN ELECTRIC POWER SERVICE CORPORATION 

9.6 

9.7 

Attn: 

Phone: 

Facsimile: 

Email: 

All notices shall be effective upon receipt, or upon such later date following receipt as set 

forth in the notice. Any Party may, by written notice to the other Parties, change the 

representative or the address to which such notices are to be sent. 

In the event that any of the provisions, or portions thereof, of this Agreement are held to 

be unenforceable or invalid by any court, the validity and enforceability of the remaining 

provisions, or portions thereof, shall not be affected. 

This Agreement shall not be binding or effective until properly executed by each of the 

Parties hereto. This Agreement may be executed in any number of counterparts, each of 

which shall be deemed to be an original, and all of which, taken together, shall constitute 

but one and the same Agreement, which may be sufficiently evidenced by one 

counterpart. 

ARTICLE TEN 

EFFECTIVE DATE AND TERMINATION 

Sub.ject to FERC approval or acceptance for filing, this Agreement is effective at 

[January 1,20141. Subject to FERC approval or acceptance, if necessary, this Agreement may be 

terminated (a) upon not less than one year’s written notice by either Owner; or (b) without notice 
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f FERC or any state comniission with jurisdiction determines that performance hereunder 

:onflicts with any i-ule, regulation or order of FERC or such state commission; or (c) at any time 

f either Appalachian or GenCo is no longer a direct or indirect wholly owned subsidiaiy of AEP; 

ir (d) at any time by inutual agreement of Appalachian and GenCo to teiininate this Agreement. 

11.1 

11.2 

11.3 

ARTICLE ELEVEN 

DISPUTE RESOLUTION 

If either Owner believes that a dispute has arisen as to the meaning or application of this 

Agreement, it shall present that matter to the Operating Committee in writing, and shall 

provide a copy of that writing to the other Owner. 

If the Operating Committee is unable to reach agreement on any dispute within thirty (30) 

days after the dispute is presented to it, the matter shall be referred to the chief operating 

officers of the Owners for resolution in the manner that such individuals shall agree is 

appropriate; provided, however, that either Owner may invoke the arbitration provisions 

set foi-th in Section 1 1.3 at any time after the end of the thirty (30) day period provided 

for the Operating Committee to reach agreement if the Operating Committee has not 

reached agreement. 

If the Owners are unable to resolve a dispute through the Operating Coimnittee within 

thirty (30) days after the dispute is presented to the Operating Committee pursuant to 

Section 1 1.1, or through reference of the matter to the chief operating officers of the 

Owners pursuant to Section 1 1.2, either Owner may commence arbitration proceedings 

by providing written notice to the other Owner, detailing the nature of the dispute, 

designating the issue(s) to be arbitrated, identifying the provisions of this Agreement 
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under which the dispute arose, and setting forth such Owner’s proposed resolution of 

such dispute. 

1 1.3.1 Within ten (10) days of the date of the notice of arbitration, a representative of 

each Owner shall meet for the purpose of selecting an arbitrator. If the Owner’s 

representatives are unable to agree on an arbitrator within fifteen (1 5 )  days of the 

date of the notice of arbitration, then an arbitrator shall be selected in accordance 

with the procedures of the American Arbitration Association (“AAA”). Whether 

the arbitrator is selected by the Owner’s representatives or in accordance with the 

procedures of the AAA, the arbitrator shall have the qualifications and 

experience in the occupation, profession, or discipline relevant to the subject 

matter of the dispute. 

11.3.2 Any arbitration proceeding shall be subject to the Federal Arbitration Act, 9 

U.S.C. $9 1 et seq. (1994), as it may be amended, or any successor enactment 

thereto, and shall be conducted in accordance with the coinrnercial arbitration 

mles of the AAA in effect on the date of the notice to the extent not inconsistent 

with the provisions of this Article Eleven. 

1 1.3.3 The arbitrator shall be bound by the provisions of this Agreement where 

applicable, and shall have no authority to modify any terms and conditions of 

this Agreement in any manner. The arbitrator shall render a decision resolving 

the dispute in an equitable manner, and may detei-mirie that monetary damages 

are due to an Owner or may issue a directive that an Owner take certain actions 

or refrain from taking certain actions, but shall not be authorized to order any 

other form of relief; provided, however, that nothing in this Article shall preclude 



the arbitrator from rendering a decision that adopts the resolution of the dispute 

proposed by an Owner. Unless otherwise agreed to by the Owners, the arbitrator 

shall render a decision within one hundred twenty (120) days of appointment, 

and shall notify the Owners in writing of such decision and the reasons 

supporting such decision. The decision of the arbitrator shall be final and 

binding upon the Owners, and any award may be enforced in any court of 

competent jurisdiction. 

1 1.3.4 The fees and expenses of the arbitrator shall be shared equally by the Owners, 

unless the arbitrator specifies a different allocation. All other expenses and costs 

of the arbitration proceeding shall be the responsibility of the Owner incurring 

such expenses and costs. 

1 1.3.5 Unless otheiwise agreed by the Owners, any arbitration proceedings shall be 

conducted in Columbus, Ohio. 

1 1.3.6 Except as provided in this Article, the existence, contents, or results of any 

arbitration proceeding under this Article may not be disclosed without the prior 

written consent of the Owners, provided, however, that either Owner may make 

disclosures as may be required to fulfill regulatory obligations to any agencies 

having jurisdiction, and may inform its lenders, affiliates, auditors, and insurers, 

as necessary, under pledge of confidentiality, and may consult with expert 

consultants as required in connection with an arbitration proceeding under pledge 

of confidentiality. 

1 1.3.7 Nothing in this Agreement shall be construed to preclude either Owner from 

filing a petition or complaint with FERC with respect to any claim over which 
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FERC has jurisdiction. In such case, the other Owner may request that FERC 

reject the petition or complaint or otherwise decline to exercise its jurisdiction. 

If FERC declines to act with respect to all or part of a claim, the portion of the 

claim not so accepted by FERC may be resolved through arbitration, as provided 

in this Article. To the extent that FERC asserts or accepts jurisdiction over all or 

part of a claim, the decisions, findings of fact, or orders of FERC shall be final 

and binding, subject to judicial review under the Federal Power Act, 16 U.S.C. fj 

791a et seq., as amended from time to time, and any arbitration proceedings that 

may have commenced prior to the assertion or acceptance of jurisdiction by 

FERC shall be stayed, pending the outcome of the FERC proceedings. The 

arbitrator shall have no authority to modify, and shall be conclusively bound by, 

any decisions, findings of fact, or orders of FERC; provided, however, that to the 

extent that any decisions, findings of fact, or orders of FERC do not provide a 

final or complete remedy to an Owner seeking relief, such Owner may proceed 

to arbitration under this Article to secure such a remedy, subject to any FERC 

decisions, findings, or orders. 

1 1.4 The procedures set forth in this Article Eleven shall be the exclusive means for resolving 

disputes arising under this Agreement and shall survive this Agreement to the extent 

necessary to resolve any disputes pertaining to this Agreement. Except as provided in 

Sections 1 1.3 and 1 1.3.7, neither Owner shall have the right to bring any dispute for 

resolution by a court, agency, or other entity having jurisdiction over this Agreement, 

unless both Owners agree in writing to such procedure. 
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1 1 .S To the extent that a dispute involves the actions, inactions or responsibilities of Agent 

under this Agreement, the provisions of this Article shall be applicable to such dispute. 

For such purposes, Agent shall be treated as an Owner in applying the provisions of this 

Article. 

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be signed by 

their respective officers thereunto duly authorized, and their corporate seals to be hereunto 

affixed on the day and year first above written. 

APPALACHIAN POWER COMPANY 

AEP GENERATION RESOURCES INC. 

BY 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 
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CES INC. 

ULE NO. 302 
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esignated Filing Company: Appalachian Power Company (APCo) 
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THIS MITCHELL PLANT OPERATING AGREEMENT (“Agreement”), dated 

is by and among Appalachian Power Company (“Appalachian”), a Virginia 

corporation qualified as a foreign corporation in West Virginia; Kentucky Power Company, a 

Kentucky corporation qualified as a foreign corporation in West Virginia (“KPCo”) (such two 

parties hereinafter sometimes referred to as the “Owners”); and American Electric Power Service 

Corporation (“Agent”), a New York corporation qualified as a foreign corporation in West 

Virginia. Appalachian, KPCo and Agent may hereinafter be referred to as a “Party” or 

collectively as the “Parties”. 

WITNESSETH: 

WHEREAS, Appalachian and KPCo have acquired an undivided ownership interest in 

the Mitchell Power Generation Facility consisting of two 800MW generating units and 

associated plant, equipment and real estate, located in Moundsville, West Virginia, (the 

“Mitchell Plant”); and 

WHEREAS, Appalachian now has an undivided 50% ownership interest in the Mitchell 

Plant and KPCo now has an undivided SO% ownership interest in the Mitchell Plant; and 

WHEREAS, the Owners desire that Appalachian shall operate and maintain the Mitchell 

Plant in accordance with the provisions set forth herein; and 

WHEREAS, the Owners are subsidiaries of American Electric Power Company, Inc., 

(“AEP”) the parent company in an integrated public utility holding company system, and use the 

services of Agent, (an affiliated company engaged solely in the business of firnishing essential 

services to the Owners and to other affiliated companies), as outlined in the service agreements 

between Agent and Appalachian Power Company and between Agent and Kentucky Power 

Company. 
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NOW THEREFORE, in consideration of the premises and for the puiposes hereinabove 

.ecited, and in consideration of the mutual covenants hereinafter contained, the signatories agree 

i s  follows: 

1.1 

1.2 

1.3 

1.4 

ARTICLE ONE 

FUNCTIONS OF APPALACHIAN AND AGENT 

Appalachian shall operate and maintain the Mitchell Plant in accordance with good utility 

practice consistent with procedures employed by Appalachian at its other generating 

stations, and in confoiinity with the terms and conditions of this Agreement. 

Appalachian shall keep all necessaiy books of record, books of account and memoranda 

of all transactions involving the Mitchell Plant, and shall make computations and 

allocations on behalf of the Owners, as required under this Agreement. The books of 

record, books of account and memoranda shall be kept in such manner as to conform, 

where so required, to the Uniform System of Accounts as prescribed by the Federal 

Energy Regulatory Cornmission (“FERC”) for Public Utilities and Licensees (“Unifoim 

System of Accounts”), and to the i-ules and regulations of other regulatoiy bodies having 

jurisdiction as they may from time to time be in effect. 

The Owners shall establish such joint bank accounts as may from time to time be 

required or appropriate. 

As soon as practicable after the end of the month, Appalachian shall furnish to KPCo a 

statement setting forth the dollar amounts associated with the operation and maintenance 

of the Mitchell Plant as allocated hereunder to Appalachian and KPCo for such month. 



1.5 

1.6 

2.1 

2.2 

2.3 

The Owners shall, on a timely basis, deposit sufficient dollar amounts in the appropriate 

bank accounts to cover their respective allocations of such costs. 

Appalachian shall obtain such materials, labor and other services as it considers 

necessary in connection with the perfoi-niance of the functions to be performed by it 

hereunder from such sources or through such persons as it may designate. 

Agent, as directed by the Operating Cormnittee and consistent with Agent’s service 

agreements with Appalachian and KPCo, shall provide services necessary for the safe 

and efficient operation and maintenance of the Mitchell Plant. 

ARTICLE TWO 

APPORTIONMENT OF CAPACITY AND ENERGY 

The Total Net Capability of the Mitchell Plant at the Mitchell Unit 1 and Unit 2 low- 

voltage busses, after taking into account auxiliary load demand, is 1,600,000 kilowatts. 

The Owners may from time to time modify the Total Net Capability of the Mitchell Plant 

as they may inutually agree. 

The Total Net Generation of the Mitchell Plant during a given period, as determined by 

the requirements of Appalachian and KPCo, shall mean the electrical output of the 

Mitchell Plant generators during such period, measured in kilowatt hours by suitable 

instruments, reduced by the energy used by auxiliaries for the Mitchell Unit 1 and TJnit 2 

during such period. 

In any hour, Appalachian and KPCo shall share the minimum load responsibility of 

Mitchell Unit 1 and Unit 2 in respective amounts proportionate to their ownership 
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2.4 

2.5 

3.1 

3.2 

interests in the Mitchell Plant at such time. Each Owner shall independently dispatch its 

share of the generating capacity between minimum and full load. 

In any hour during which the Mitchell Units are out of service, the energy used by the 

out-of-service Units’ auxiliaries during such hour shall be provided by Appalachian and 

KPCo in respective amounts proportionate to their ownership interests in the Mitchell 

Plant at such time. 

Appalachian shall at all times accept KPCo’s share of the Mitchell Plant Total Net 

Capability into its transmission system at the low-voltage busses of the Mitchell Plant, 

and shall deliver KPCo’s share of energy used by the Mitchell Plant auxiliaries when the 

Units are out of service, as part of the energy interchange between and Appalachian and 

KPCo. 

ARTICLE THREE 

REPLACEMENTS, ADDITIONS, AND RETIREMENTS 

Appalachian shall from time to time make or cause to be made any necessary additions 

to, replacements of, and retirements of capitalizable facilities associated with the Mitchell 

Plant as may be mutually agreed upon by the Owners. 

The dollar amounts associated with any additions to, replacements of, or retirements of 

capitalizable facilities associated with the Mitchell Plant shall be allocated to 

Appalachian and KPCo in respective amounts proportionate to their ownership interests 

in the Mitchell Plant at the time such additions, replacements, or retirements are made. 



ARTICLE FOUR 

1.1 

1.2 

5.1 

i.2 

5.3 

WORKING CAPITAL, REQUIREMENTS 

Appalachian and KPCo shall periodically mutually determine the amount of funds 

required for use as working capital in meeting payrolls and other expenses incurred in the 

operation and maintenance of the Mitchell Plant, and in buying materials and supplies 

(exclusive of fuel) for the Mitchell Plant. 

Appalachian and KPCo shall from time to time provide their share of working capital 

requirements in respective amounts proportionate to their ownership interests at such 

time in the Mitchell Plant. 

ARTICLE FIVE 

INVESTMENT IN FUEL 

Appalachian and Agent shall establish and maintain reserves of coal in stock pile for the 

Mitchell Plant of such quality and in such quantities as Appalachian and Agent shall 

determine to be required to provide adequate fuel reserves against interruptions of normal 

fuel supply. 

The Owners shall make such monthly investments in the cornmon coal stock pile 

associated with the Mitchell Plant as are necessary to maintain the number of tons in such 

coal stock pile, after taking into account the coal consumption from the common coal 

stock pile by Mitchell Unit I and Unit 2 during such month. 

At any time, Appalachian’s and KPCo’s respective shares of the investment in the 

common coal stock pile shall be proportionate to their ownership interests at such time in 

the Mitchell Plant. 
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5.4 

5.1 

Fuel oil resei-ves and fuel oil charged to operation for the Mitchell Plant shall be owned 

and accounted for between the Owners in the same manner as coal. 

ARTICLE SIX 

APPORTIONMENT OF STATION COSTS 

The allocation to the Owners of fuel expense associated with Mitchell Unit 1 and Unit 2 

shall be determined by Appalachian and Agent as follows: 

a. In any calendar month, the unit cost of coal received for the Mitchell Plant 

common coal stock pile shall be determined by dividing (i) the sum of the total 

delivered cost of coal received for the Mitchell Plant common coal stock pile 

during such month and the associated total coal storage costs, coal unloading 

costs and fuel handling costs incurred during such month by (ii) the total number 

of tons of coal delivered to the Mitchell Plant coimnon coal stock pile during such 

month. 

In any calendar month, the total cost of coal received for the Mitchell Plant 

coimnon coal stock pile shall be determined by rnultiplying (i) the unit cost of 

coal received for such comrnon coal stock pile for such month as determined by 

the provisions of Section 6.1 (a) by (ii) the number of tons of coal received for 

such common stock pile during such month. 

The number of tons of coal consumed by the Mitchell Plant in each calendar 

month from the Mitchell Plant common coal stock pile shall be determined and 

shall be converted into a dollar amount equal to the product of (i) the average cost 

per ton of coal associated with the Mitchell Plant in the Mitchell Plant coal stock 

b. 

c. 
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6.2 

6.3 

6.4 

6.5 

pile at the close of such month, and (ii) the number of tons of coal consumed by 

the Mitchell Plant from the Mitchell Plant common coal stock pile during such 

month. Such dollar amount shall be credited to the Mitchell Plant fuel in stock 

pile and charged to Mitchell Plant fuel consumed. 

In each calendar month, Appalachian’s and KPCo’s respective shares of the 

Mitchell Plant fuel consumed expense as determined by the provisions of Section 

6.1 (c) shall be proportionate to each Owner’s dispatch of the Mitchell Plant in 

such month. 

Fuel oil reserves will be owned and accounted for in the same manner as coal 

stock pile, and fuel oil consumed will be allocated to the Owners in the same 

manner as coal consumed. 

d. 

e. 

For purposes of this Agreement, KPCo’s Assigned Capacity in the Mitchell Plant shall be 

equal to SO% of the Total Net Capability, and Appalachian’s Assigned Capacity shall be 

equal to SO% of the Total Net Capability. 

For each calendar month, Appalachian and Agent will, to the extent practicable, 

determine all Mitchell Plant operations expenses and associated overheads, as accounted 

for under the FERC Uniform System of Accounts. 

For each calendar month, Appalachian and Agent will, to the extent practicable, 

determine all Mitchell Plant maintenance expenses and associated overheads, as 

accounted for under the FERC Uniform System of Accounts. 

In each calendar month, Appalachian’s and KPCo’s respective shares of operations and 

maintenance expenses associated with the Mitchell Plant, as determined in accordance 

with Sections 6.3 and 6.4, shall be proportionate to their respective ownership interests. 
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5.6 

7.1 

7.2 

Each Owner shall bear the cost of all taxes attributable to its respective ownership interest 

in the Mitchell Plant. 

ARTICLE SEVEN 

OPERATING COMMITTEE AND OPERATIONS 

By written notice to each other, the Owners and Agent each shall name one 

representative (“Operating Representative”) and one alteinate to act for it in matters 

pertaining to operating ai-rangeinents under this Agreement. Any Party may change its 

Operating Representative or alternate at any time by written notice to the other Parties. 

The Operating Representatives for the respective Parties, or their alteinates, shall 

comprise the Operating Coinrnittee. All decisions, directives, or other actions by the 

Operating Committee must be by unanimous agreement of the Operating Representatives 

of Appalachian and KPCo. The Operating Representative of Agent, or of any third pai-ty 

that provides services in replacement of Agent, shall be free to express the views of 

Agent or such third pai-ty on any matter, but shall not have a vote on the Operating 

Committee. Except as otherwise provided in Sections 1 1 I 1, 1 1.2 and 1 1.3 with respect to 

a dispute referred to the Operating Coimnittee by an Owner, the failure of the Owners’ 

respective Operating Representatives to unanimously agree with respect to a matter 

pending before the Operating Committee shall not be considered to be a dispute that 

would be subject to resolution under Article Eleven. 

The Operating Committee shall have the following responsibilities: 
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a. 

b. 

C. 

d. 

e. 

f" 

8. 

h. 

Review and approval of an annual budget and annual operating plan, including 

determination of the emission allowances required to be acquired by Appalachian 

and KF'Co. 

Establishment and review of procedures arid systems for dispatch, notification of 

dispatch, and unit commitment under this Agreement, including any commitment 

of Called Capacity pursuant to Section 7.6.2. 

Establishment and monitoring of procedures for communication and coordination 

with respect to the Mitchell Plant capacity availability, fuel-firing options, and 

scheduling of outages for maintenance, repairs, equipment replacements, 

scheduled inspections, and other foreseeable cause of outages, as well as the 

return to availability following an unplanned outage. 

Decisions on capital expenditures, including unit upgrades and re-powering. 

Determinations as to changes in the unit capability and decisions on unit 

retirement. 

Establishment and modification of billing procedures under this Agreement. 

Specification of fuels, oversight of fuel inspection and certification procedures, 

management of fuel inventories, and allocation of rights under fuel supply and 

transportation contracts. 

Establishment of, termination of, and approval of any change or amendment to L e  

operating arrangements between Appalachian and Agent or any replacement third 

party with respect to the Mitchell Plant generating units; provided, however, that 

Agent or any replacement third party shall participate in discussions pursuant to 
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7.3 

7.4 

7.5 

7.6 

this subsection 7.2.h only if and to the extent requested to do so by both 

Appalachian and KPCo. 

Review and approval of plans and procedures designed to insure compliance with 

any environmental law, regulation, ordinance or pei-niit, including procedures for 

allocating and using emission allowances or for any programs that permit 

averaging at more than one unit for compliance. 

Other duties as assigned by agreement of Appalachian and KPCo. 

i. 

j .  

The Operating Committee shall meet at least annually, and at such other times as any 

Party may reasonably request. 

The Parties shall cooperate in providing to the Operating Cormnittee the information it 

reasonably needs to cai-ry out its duties, and to supplement or correct such information on 

a timely basis. 

Appalachian and KpCo will each make an initial unit coinrnitment one business day 

ahead of real-time dispatch. 

For purposes of this Section and subsections of this Section, the tet-nis “Party” or 

“Parties” refers only to Appalachian and KPCo, or both of them, as the case may be. 

7.6.1 If Mitchell Unit 1 or Unit 2 is designated to be coinmitted by both Parties, such 

unit will be brought on line or kept on line. If neither Party designates Mitchell 

Unit 1 or TJnit 2 to be committed, such unit will remain off line or to be taken 

offline. 

When a Mitchell Unit is designated to be coinmitted by one Pai-ty, but designated 

not to be comiitted by the other Party, the unit will be brought on line or kept on 

line if the Party designating the unit for commitment undertakes to pay any 

7.6.2 
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applicable stai-t-up costs for the unit, as well as any applicable minimum iunning 

costs for the unit thereafter, in which event the unit shall be brought on line or 

kept on line, as the case may be. The Party so designating the unit to be 

committed shall have the right to schedule and dispatch up to all of the Available 

Capacity of the unit. Available Capacity means that portion of the Owners’ 

aggregate Assigned Capacity that is currently capable of being dispatched. The 

Party exercising this right shall be referred to as the “Calling Party,” arid the 

capacity called by that Pai-ty in excess of its Assigned Capacity Percentage of the 

Available Capacity of that unit shall be referred to as its “Called Capacity.” The 

other Party shall be refeil-ed to as the ‘Won-Calling Party”. The Calling Pai-ty shall 

provide reasonable notice to the Non-Calling Pai-ty of its call, including any start- 

up or shut-down time for the Unit. For purposes of this Agreement, KPCo’s 

Assigned Capacity Percentage shall be SO%, and Appalachian’s Assigned 

Capacity Percentage shall be 50%. 

The Non-Calling Pai-ty can reclaim any Called Capacity attributable to its 

Assigned Capacity share by giving the Calling Pai-ty notice equal to the normal 

start-up time for the unit. At the end of the notice period, the Non-Calling Pai-ty 

shall have the right to schedule and dispatch the recalled capacity. At that point, 

the Non-Calling Party shall resume its responsibility for its share of any 

applicable start-up costs for the unit and prospectively shall bear its responsibility 

for the costs associated with its Assigned Capacity fi-om the unit. 

If any capacity remains available but is not dispatched from a Party’s Available 

Capacity committed as a result of the initial unit commitment, the other Pai-ty may 

7.6.3 

I . - . ‘  
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only schedule and dispatch such capacity pursuant to agreement with tlie non- 

7.7 

7.8 

dispatching Party. 

Appalachian and KPCo shall be individually responsible for any fees charged by FERC 

on the basis of the sales or transmission by each of capacity or energy at wholesale in 

interstate commerce. 

Emission Allowances. To the extent such assignment has not previously occurred, on or 

before the effective date of this Agreement, Appalachian and Agent will assign to KPCo 

a pro rata share of the remaining Emission Allowances for each vintage year of Emission 

Allowances, issued by the U. S. Environmental Protection Agency (“TJSEPA”) pursuant 

to Title IV of the Clean Air Act Amendments of 1990 and any regulations thereunder, 

and any other emission allowance trading program created under the Clean Air Act and 

administered by USEPA or the State of West Virginia, including but not limited to the 

Clean Air Interstate Rule 40 CFR Parts 96 and 97, and any amendments thereto 

(“Emission Allowances”), that it has received from the Administrator of USEPA or the 

State of West Virginia with respect to the Mitchell Plant in tlie past and has not expended 

as of the date of assignment. In addition, Appalachian will assign to KPCo a pro rata 

share of such Emission Allowances which were purchased by Appalachian or Agent arid 

held in any account for use at the Mitchell Plant. In each case, the number of such 

Emission Allowances to be assigned by Appalachian to KPCo will be determined by 

multiplying KPCo’s Assigned Capacity Percentage, as specified in Section 7.6.2, by the 

total of such Emission Allowances that Appalachian or Agent has received or purchased 

for the Mitchell Plant and has not expended as of the date of assignment rounded to the 

nearest whole number. Emission Allowances received by Appalachian with respect to 
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the Mitchell Plant will be shared by the Appalachian and KPCo in accordance with the 

Assigned Capacity Percentage of each of them. To the extent that additional Emission 

Allowances are required for operation of the Mitchell Plant, Appalachian and KPCo will 

each be responsible for acquiring sufficient Emission Allowances to satisfy the Emission 

Allowances required because of its dispatch of energy from the Mitchell Plant, and the 

Emission Allowances required to satisfy the Emission Allowance surrender obligations 

attributable to the Mitchell Plant imposed under the Consent Decree between USEPA and 

Ohio Power Company entered on December 10,2007, in Civil Action No. C2-99-1182 

and consolidated cases by the U.S. District Court in the Southern District of Ohio. Agent 

will also determine the number and allocation of Emission Allowances to be supplied to 

any third-party unit operator under applicable designated representative agreements. On 

or before January 10 of each year, Agent shall determine and notify Appalachian and 

KPCo of the number of additional annual Emission Allowances consumed by each of 

them through December 3 1 of the previous year, and Appalachian and KPCo shall each 

transfer into the Mitchell Plant 1J.S. EPA Allowance Transfer System account that 

number of Emission Allowances with a small compliance margin by January 3 1 of that 

year. For seasonal Emission Allowance programs, Agent shall deteiinirie and notify 

Appalachian and KPCo of the number of additional seasonal Emission Allowances 

consumed by each of them during the applicable compliance period by the 10‘” day of the 

first month following the end of the compliance period, and Appalachian and KPCo shall 

each transfer into the appropriate Mitchell Plant 1J.S. EPA Allowance Transfer System 

Account that number of Emission Allowances with a sinal1 compliance margin by the last 

day of the first month following the end of the compliance period. In the event that 

14 



7.9 

7.10 

Appalachian or KPCo fails to surrender the required number of Emission Allowances by 

January 3 1 or the last day of the first month following any seasonal compliance period, 

Agent shall purchase the required number of Emission Allowances, arid Appalachian or 

KPCo, as the case may be, shall reimburse Agent for such purchases, with interest at the 

Federal Funds Rate (as published by the Board of Governors of the Federal Reserve 

System as from time to time in effect) running from the date of such purchases to the date 

of payment. The Operating Committee will develop procedures to be implemented after 

the end of each calendar year to account for the Emission Allowances required by the use 

of the Mitchell Plant by Appalachian and KPCo and to correct any imbalance between 

Emission Allowances supplied and Emission Allowances used through the end of the 

preceding year by settlement or payment. 

Capital repairs and improvements to the Mitchell Plant will be determined by the 

Operating Committee pursuant to the annual budgeting process set forth in Section 7.10. 

Expenditures that the Operating Coinmittee deteiinines have been or will be incurred 

exclusively for one Owner shall be assigned exclusively to that Owner. 

At least 90 days before the stai-t of each operating year, Appalachian and Agent shall 

submit to the Operating Committee a proposed annual budget with respect to the Mitchell 

Plant, a proposed annual operating plan, arid an estimate and schedule of costs to be 

incurred for major maintenance or replacement items during the next six-year period. 

The annual budget shall be presented on a month-by-month basis for each month during 

the next operating year, and shall include an operating budget, a capital budget, an 

estimate of the cost of any major repairs that are anticipated will occur during such 

operating year with respect to the Mitchell Plant, and an itemized estimate of all 
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projected non-he1 variable operating expenses relating to the operation of the Mitchell 

Plant during that operating year. The members of the Operating Cornrnittee will meet and 

work in good faith to agree upon the final annual budget and final annual operating plan. 

Once approved, the annual budget and annual operating plan shall remain in effect 

throughout the applicable operating year, subject to such changes, revisions, 

amendments, and updating as the Operating CoInrnittee may deteimine. 

8.1 

8.2 

9.1 

ARTICLE EIGHT 

EFFECTIVE DATE AND TERM 

Subject to FERC approval or acceptance for filing, the effective date of this Agreement 

shall be [January I ,  20141. 

Subject to FERC approval or acceptance, if necessary, this Agreement shall remain in 

force until such time as (i) KPCo or Appalachian has divested itself of all or any portion 

of its ownership interest in the Mitchell Plant, other than assignment or other transfer of 

such ownership interests to another AEP affiliate; or (ii) either KPCo or Appalachian is 

no longer a direct or indirect wholly owned subsidiary of AEP; or (iii) KPCo and 

Appalachian may mutually agree to terminate this Agreement. 

ARTICLE NINE 

GENERAL 

This Agreement shall inure to the benefit of and be binding upon the signatories hereto 

and their respective successors and assigns, but this Agreement may not be assigned by 
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3.2 

3.3 

3.4 

3.5 

any signatory without the written consent of the others, which consent shall not be 

unreasonably withheld. 

This Agreement is subject to the regulatory authority of any State or Federal agency 

having jurisdiction. 

The interpretation arid performance of this Agreement shall be in accordance with the 

laws of the State of Ohio, excluding conflict of laws principles that would require the 

application of the laws of a different .jurisdiction. 

This Agreement supercedes all previous representations, understandings, negotiations, 

and agreements, either written or oral between the signatories or their representatives 

with respect to operation of the Mitchell Plant, and constitutes the entire agreement of the 

signatories with respect to the operation of the Plant. Notwithstanding the foregoing, this 

Agreement does not supercede any previous agreements among any of the signatories 

allocating or transferring rights to capacity and associated energy, or ownership, of the 

Mitchell Plant. 

Each pai-ty shall designate in writing a representative to receive any and all notices 

required under this Agreement. Notices shall be in writing and shall be given to the 

representative designated to receive them, either by personal delivery, certified mail, 

facsimile, e-mail or any similar means, properly addressed to such representative at the 

address specified below: 
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APPALACHIAN POWER COMPANY 

Attn: 

Phone: 

Facsimile: 

Ernail: 

KENTUCKY POWER COMPANY 

Attn: 

Phone: 

Facsimile: 

Ernail: 

AMERICAN ELECTRIC POWER SERVICE 
CORPORATION 

Attn: 

Phone: 

Facsimile: 

Email: 

All notices shall be effective upon receipt, or upon such later date following receipt as 

set forth in the notice. Any Party may, by written notice to the other Parties, change the 

representative or the address to which such notices are to be sent. 
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10.1 

11.1 

11.2 

11.3 

ARTICL,E TEN 

LIMITATION OF LJABILITY 

Notwithstanding anything in this Agreement to the contrary, neither of the Owners 

or Agent shall be liable under this Agreement for special, consequential, indirect, 

punitive or exemplary damages, or for lost profits or business intenuption damages, 

whether arising by statute, in tort or contract or otherwise. 

ARTICLE ELEVEN 

DISPUTE RESOLUTION 

If either Owner believes that a dispute has arisen as to the meaning or application of this 

Agreement, it shall present that matter to the Operating Cormnittee in writing, and shall 

provide a copy of that writing to the other Owner. 

If the Operating CoInmittee is unable to reach agreement on any dispute within thirty (30) 

days after the dispute is presented to it, the matter shall be refeired to the chief operating 

officers of the Owners for resolution in the manner that such individuals shall agree is 

appropriate; provided, however, that either Owner involved in a dispute may invoke the 

arbitration provisions set forth in Section 1 1.3 at any time after the end of the thirty 

(30)day period provided for the Operating Coimittee to reach agreement if the Operating 

Committee has not reached agreement. 

If the Owners are unable to resolve a dispute through the Operating Cornmittee within 

thii-ty (30) days after the dispute is presented to the Operating Committee pursuant to 

Section 1 1.1, or through reference of the matter to the chief operating officers of the 

Owners pursuant to Section 1 1.2, either Owner may commence arbitration proceedings 

by providing written notice to the other Owner, detailing the nature of the dispute, 
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11.3. 

designating the issue(s) to be arbitrated, identifying the provisions of this Agreement 

under which the dispute arose, and setting forth such Owner’s proposed resolution of 

such dispute. 

Within ten (1 0) days of the date of the notice of arbitration, a representative of 

each Owner shall meet for the pui-pose of selecting an arbitrator. If the Owner’s 

representatives are unable to agree on an arbitrator within fifteen (1 5) days of the 

date of the notice of arbitration, then an arbitrator shall be selected in accordance 

with the procedures of the American Arbitration Association (“AAA”). Whether 

the arbitrator is selected by the Owner’s representatives or in accordance with the 

procedures of the AAA, the arbitrator shall have the qualifications and experience 

in the occupation, profession, or discipline relevant to the subject matter of the 

dispute. 

1 1.3.2 Any arbitration proceeding shall be subject to the Federal Arbitration Act, 9 

U.S.C. $0 1 et seq. (1994), as it may be amended, or any successor enactment 

thereto, and shall be conducted in accordance with the commercial arbitration 

rules of the AAA in effect on the date of the notice to the extent not inconsistent 

with the provisions of this Article. 

1 1.3.3 The arbitrator shall be bound by the provisions of this Agreement where 

applicable, and shall have no authority to modify any terms and conditions of this 

Agreement in any manner. The arbitrator shall render a decision resolving the 

dispute in an equitable manner, and may deteitnine that monetary damages are 

due to an Owner or may issue a directive that an Owner take cei-tain actions or 

refrain from taking certain actions, but shall not be authorized to order any other 
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form of relief; provided, however, that nothing in this Article shall preclude the 

arbitrator from rendering a decision that adopts the resolution of the dispute 

proposed by an Owner. Unless otherwise agreed to by the Owners, the arbitrator 

shall render a decision within one hundred twenty (120) days of appointment, and 

shall notify the Owners in writing of such decision and tlie reasons supporting 

such decision. The decision of the arbitrator shall be final and binding upon the 

Owners, and any award may be enforced in any court of competent jurisdiction. 

1 1.3.4 The fees and expenses of the arbitrator shall be shared equally by the Owners, 

unless the arbitrator specifies a different allocation. All other expenses and costs 

of the arbitration proceeding shall be tlie responsibility of the Owner incurring 

such expenses and costs. 

1 1.3.5 Unless otherwise agreed by the Owners, any arbitration proceedings shall be 

conducted in Columbus, Ohio. 

1 1.3.6 Except as provided in this Article, the existence, contents, or results of any 

arbitration proceeding under this Article may not be disclosed without the prior 

written consent of the Owners, provided, however, that either Owner may make 

disclosures as may be required to hlfill regulatory obligations to any agencies 

having jurisdiction, and may inform its lenders, affiliates, auditors, and insurers, 

as necessary, under pledge of confidentiality, and may consult with expert 

consultants as required in connection with an arbitration proceeding under pledge 

of confidentiality. 

I 1.3.7 Nothing in this Agreement shall be construed to preclude either Owner from filing 

a petition or complaint with FERC with respect to any claim over which FERC 



has jurisdiction. In such case, the other Owner may request that FERC reject the 

petition or complaint or otheiwise decline to exercise its jurisdiction. If FERC 

declines to act with respect to all or part of a claim, the poi-tion of the claiin not so 

accepted by FERC rnay be resolved through arbitration, as provided in this 

Article. To the extent that FERC asserts or accepts jurisdiction over all or part of 

a claim, the decisions, findings of fact, or orders of FERC shall be final and 

binding, subject tojudicial review under the Federal Power Act, 16 U.S.C. 9 791a 

et seq., as amended from time to time, and any arbitration proceedings that rnay 

have commenced prior to the assertion or acceptance of jurisdiction by FERC 

shall be stayed, pending the outcome of the FERC proceedings. The arbitrator 

shall have no authority to modify, and shall be conclusively bound by, any 

decisions, findings of fact, or orders of FERC; provided, however, that to the 

extent that any decisions, findings of fact, or orders of FERC do not provide a 

final or complete remedy to an Owner seeking relief, such Owner may proceed to 

arbitration under this Article to secure such a remedy, subject to any FERC 

decisions, findings, or orders. 

1 1.4 The procedures set forth in this Article shall be the exclusive means for resolving 

disputes arising under this Agreement and shall survive this Agreement to the extent 

necessary to resolve any disputes pertaining to this Agreement. Except as provided in 

Sections 11.3 arid 113.7, neither Owner shall have the right to bring any dispute for 

resolution before a court, agency, or other entity having jurisdiction over this Agreement, 

unless both Owners agree in writing to such procedure. 
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1 1 .S To the extent that a dispute involves the actions, inactions or responsibilities of Agent 

under this Agreement, the provisions of this Article shall be applicable to such dispute. 

For such purposes, Agent shall be treated as an Owner in applying the provisions of this 

Article. 

IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be executed 

by their officers thereunto duly authorized as of the date first above written. 

APPAL,ACHIAN POWER COMPANY 

BY: 

Title: 

KENTUCKY POWER COMPANY 

BY: 

Title: 

AMERICAN ELECTRIC POWER SERVICE 
CORPORATION 
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NT u 
EDIJLE NO. 303 

Joint Tariff Common Name: “Mitchell Plant Operating Agreement” 

Designated Filing Company: Appalachian Power Company (APCo) 

Designated Filing Company Tariff Title: APCo Rate Schedules and Service 
Agreements Tariffs 

Designated Filing Company Tariff Program: FPA (Cost Rased) 

Designated Filing Company Tariff Record Adopted by Reference (Record Content 
Description/Tariff Record Title): Rate Schedule No. 303, Mitchell Plant Operating 
Agreement. 

No limitations: All versions of the agreement 

Description of Tariff Rate Schedule under which APCo, Kentucky Power Company, 
and Arneiican Electric Power Service Corporation (in an agency role) will operate and 
maintain the Mitchell Plant. 



Attachment C: 

1. Certificate of Concui-rence - AEP Generation Resources Inc. regarding the Sporn 
Plant Operating Agreement 

2. Certificate of Concui-rence - Kentucky Power Company regarding the Mitchell Plant 
Operating Agreement 



NC 

This is to certify that AEP Generation Resources Inc. (AEP Generation 
Resources), a Delaware corporation, assents to and concurs in the FERC FPA Electric 
Tariff described below, which Appalachian Power Company (APCo), the designated 
filing company, has filed in its “APCo Rate Schedules and Service Agreements Tariffs” 
database. 
Name of Tariff Adopted by Reference: Sporn Plant Operating Agreement 

APCO Tariff Record Adopted by Reference: Rate Schedule No. 302, Sporri Plant 
Operating Agreement 

Description of Tariff: Rate Schedule under which APCo, AEP Generation Resources 
and American Electric Power Service Corporation (in an agency role) will operate and 
maintain the Sporn Plant. 

By: /John C. Crespo/ 
John C. Crespo, 
Deputy General Counsel - Regulatoiy Services 
Dated: October 26, 2012 



This is to certify that Kentucky Power Company (KPCo), a Kentucky 
corporation, assents to and concurs in the FERC FPA Electric Tariff described below, 
which Appalachian Power Company (APCo), the designated filing company, has filed in 
its “APCo Rate Schedules and Service Agreements Tariffs” database. 

Name of Tariff Adopted by Reference: Mitchell Plant Operating Agreement 

APCO Tariff Record Adopted by Reference: Rate Schedule No. 303, Mitchell Plant 
Operating Agreement 

Description of Tariff Rate Schedule under which APCo, KPCo and American Electric 
Power Seivice Corporation (in an agency role) will operate and maintain the Mitchell 
Plant. 

By: /John C. Crespo/ 
John C. Crespo, 
Deputy General Counsel - Regulatory Services 
Dated: October 26, 2012 
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