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Subject: Modification No. 1 to the AEP System Interim Allowance Agreement
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Dear Secretary Cashell:

American Electric Power Service Corporation, on behaJf of Appalachian Power
Company, Columbus Southern Power Company, Indiana Michigan Power Company,
Kentucky Power Company and Ohio Power Company (collectively "the AEP
Companies") tenders to the Commission for filing Modification No.1 to the AEP
System Interim Allowance Agreement.

F MrtcheJi Outlon
~ille :OI!OSl.'l

Kenneth E McDonough
Rea' £<'::31!' :JI)f'SI'1

Included in this filing are an original and six copies of the following documents:

Kevin D Mack
Timothy A Krng
Bamara A. BelVille
Anr. B Gral
Thumas G Beri'.emeyer
:"~r',(,' J,nOlf,eVi

Jav E Jadwifl
Jesepn F LaFleur
David CHouse
Altr,'1tv',

1. This letter of transmittal.

2. Proposed Modification No. 1 to the AEP System Interim Allowance
Agreement ("IAA"), which fully integrates the changes being proposed into the
IAA. I

IThe IAA has been designated as Appalachian Power Company Supplement No.8 to Rate
Schedule FERC No. 20: Columbus Southern Power Company. Supplement No, :2 to Rate
Schedule FERC No. 30, Indiana Michigan Power Company, Supplement No.9 to Rate Schedule
FERC ;\0. 17: Kentucky Power Company. Supplement No.5 to Rate Schedule PERC No. 11 and
Ohio Pov,er Company. Supplement ;\0. 8 to Rate Schedule FERC Ko.
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3. A document executed by the AEP Companies adopting the changes to
the IAA, where deletions appear as struck~through text and additions appear as
shaded text.

4. Appendix A, showing the allowance flows and financial statement
effects on the AEP Companies for the years 1996 and 1997, of the IAA, as amended.
The only change from the existing IAA relates to the intercompany transfers for
current year compliance and allocation of the AEP System allowance bank. Under
the terms of Modification No. 1 to the IAA, each AEP Company is required to own
its MLR~share of the AEP System Allowance Bank at the end. of each year. The
result of this change is to alter the level of the year-by·year intercompany purchases
and sales; however, as shown in Appendix C, there is virtually no effect on the long~

term revenue requirements.

5. Appendix B showing the allocation to each AEP Company of (1) the
proceeds from EPA emission allowance auctions, (2) the proceeds from emissions
allowance sales to third parties, and (3) the cost of allowances purchased from third
parties. Under the terms of Modification No.1 to the lAA, each AEP Company
retains the proceeds including carrying charges, associated with the sale of its
withheld allowances at EPA emission allowance auctions. Additionally, the proceeds
from the sale of other emission allowances to third. parties, including carrying

.charges, are shared on an MLR~basis; and the cost of emission allowances purchased
from third parties, including carrying charges, are shared on an. MLR·basis.

6. Appendix C showing a comparison of the existing IAA (Base Case)
and the Modification No.1 to the IAA (MLR Case). The results indicate that there
is no significant difference in the net present value (NPV) of revenue requirements
over a 20-year forecast period.

7. A form of notice suitable for publication in the Federal Register.

An additional copy of this letter and all attachments is enclosed which we would
appreciate baving IllaI-ked with your file stamp, docket number, and date and remrned
in the enclosed self·addressed, postage-paid envelope.

Back2round of Filing

In September 1994, the AEPCompanies filed the IAA with the Commission. The
purpose of the IAA was to establish, on an interim basis, a methodology and price
for the transfer of emission allowances among the major operating companies of the
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American Electric Power ("AEP") System, a multistate public utility holding
company system registered under the Public Utility Holding Company Act of 1935.

In developing the IAA, the AEP Companies worked in close cooperation with the
AEP Regional Coordinating Committee, a committee consisting of representatives
andlor staff from each of the seven state regulatory commissions that oversee the
utility operations of the AEP operating companies. The 1AA represented a
compromise position designed to resolve differences of opinion among the state
regulators regarding the distribution among the AEP operating companies of costs
and benefits associated with the Companies' compliance with the Clean Air Act
Amendments of 1990..

The IAA provides for and governs the terms of five basic types of allowance
transactions among the AEP Companies: (1) an annual reallocation of allowances
initially allocated by the United States Environmental Protection Agency to Ohio
Power's Gavin Plant; (2) transfer of allowances associated with primary and economy
energy transactions among the members; (3) a monthly cash settlement for
allowances consumed in connection with power sales to foreign (Le., non~affiliated)

companies; (4) transfers of allowances for current period compliance; and (5)
transfers of allowances for future period compliance.

The IAA was accepted for filing by the Commission by letter' order of December 30,
1994 in Docket No. ER94~1670~OOO.

An issue that was unresolved by the IAA waS the allocation of costs and revenues
related to the sale or purchase of allowances to or from non-affiliated companies.
The IAA states that this issue is intended to be addressed in a subsequent agreement
governing all such transactions whether occurring before or after the effective date
of such agreement. The IAA further provides that during the interim period pending
resolution of the issue, the net proceeds from such transactions shall be deferred, with
a return at the AEP System cost of capital, on the books of the Member involved·
(IAA, § 2.2).

Following the Commission's acceptance of the IAA, AEP representatives continued
their contacts with the Regional Coordinating Committee and the individual state
commissions that are members of the Regional Coordinating Committee, in an effort
to resolve the unresolved issue regarding the treatment of costs and proceeds
associated \",ith sales of allowances to non~affiliates. Modification No. 1 reflects a
resolution of this issue which the AEP Companies believe is satisfactory to each of
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the state regulatory commissions involved.2 In addition, Modification 1 effects
certain changes designed to simplify administration of the agreement and to support
the reasonableness of the proposed treatment of allowance proceeds.

Explanation of Amendments

Modification No. 1 to the IAA makes the following changes to the agreement:

1. Each Member would be required to own its Member Load Ratio
("MLR") share of the AEP System allowance bank: at the end of each year. MLR
is a measure of relative peak demand extensively used in the AEP System
Interconnection Agreement, Transmission Agreement and IAA for allocation of costs
and benefits among the members. Under the IAA as originally filed, each Member
was required to own at the end of the year, a portion of the bank based on an
estimate of its needs for future compliance and a share of a "Contingency Bank"
based on its original EPA allocation of allowances. By simply requiring each
member to own an MLR share of the total system bank:, the proposed amendments
simplify the administration of the agreement by eliminating the need to estimate each
Member's future compliance needs. In addition, MLR sharing of the System bank
is consistent with the proposed MLR sharing of costs and revenues associated with
sales of allowances to non~affiliates,

2. Each member would pay for and receive its MLR share of any
allowances purchased from third parties, including any allowances purchased at EPA
auctions held pursuant to Section 416 of the 1990 Clean Air Act Amendments,
42 U.S.c. § 76510.

3. Each Member would contribute its MLR share of allowances toward
any sale to third parties and would receive its MLR share of the proceeds from any
such sales,

2At least one state regulatory commission prefers to retain the designation of the IAA as an
interim agreement, in recognition of the fact that t~e IAA.continues to reflect a compromise that
may not be ideal from the standpoint of each individual state. However, Modification No. 1
resolves the major outstanding issue left unresolved by the rAA, and the AEP Companies do not
expect any substantive protest of Modification No. 1 or any other provision of the IAA by any
of the state commissions.
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4. Each member would share in the net proceeds and costs, and accrued
carrying charges on such proceeds and costs associated with allowance transactions
with non-affiliates which occurred prior to the effective date of Modification No. J.

5. Each Member would retain the proceeds associated with the sale of its
withheld allowances at the EPA auctions.

In addition, to simplify the administration of the provision related to allowances
consumed in connection to sales to foreign companies, reimbursement to the
supplying member pursuant to Section 4.3 of the IAA would be made at ~VP'r!lrtP

inventory cost instead of the cost of compliance.

Effect of Modification No. I to IAA

Appendices A, Band C, described above, show the allowance flows and financial
effects on the Members for the years 1996 and 1997, the allocations to each Member,
and a net present value comparison of revenue requirements, respectively, compared
to the same effects under the IAA prior to the proposed amendments.

Effective Date

The AEP Companies request an effective date of September 1, 1996. However, in
accordance with original Section 2.2 of the 1M, transactions with non-affiliates
which have occurred prior to the effective date will be processed as though this
Modification No. 1 had been in effect.

Pre-Filing Communications
With State Commissions, Wholesale Customers

and FERC Staff

As indicated above, the AEP Companies have worked with the Regional Coordinating
Committee and individual state commissions in developing proposed Modification
No. 1 to the IAA. It is our understanding and belief that none of the state
commissions will object to the proposed modification. In addition, we have, through
meetings and other communications, explained the substance, development and effect
of proposed Modification No. 1 to our wholesale customers. Finally, the AEP
Companies, in advance of the filing, sought guidance. from the Commission's
Division of Applications regarding the Division's informational needs in connection
with the filing.
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Copies of this filing have been served upon the Indiana Regulatory Utility
Commission, The Kentucky Public Service Commission, The Michigan Public
Service Commission, The Public Utilities Commission of Ohio, The Public Service
Commission of West Virginia, the Public Service Commission of Tennessee and the
Virginia State Corporation Commission.

Communications regarding this matter should be sent to the following:

Henry W. Fayne
Senior Vice President
American Electric Power
Service Corporation
1 Riverside Plaza
Columbus, Ohio 43215
(614) 223~2890

Edward 1. B , Esq
Kevin F Esq.
American Electric Power
Service Corporation
1 Riverside Plaza
Columbus, Ohio. 43215
(614) 223-1608

Request for Effective Date and Waivers

The AEP Companies request an effective date of September 1, 1996.

The AEP Companies request that the IAA be allowed to go into effect without
suspension, hearing or investigation. Such action is appropriate in light of the
extensive prefiling involvement of state regulators and communications with
wholesale customers, PERC Staff and other interested parties. The AEP Companies
have accumulated proceeds associated with sales of allowances to non-affiliates.
Upon approval of Modification No. 1 to the IAA, the AEP Companies will be able
to determine that portion of the proceeds to be allocated to each Mernber of the AEP
System. Once this determination is made on a system basis, each state jurisdiction
can address the retail aspects of these transactions. The AEP Companies request
waiver of any regulations with which this filing may not comply, in order that it may
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be allowed to go into effect on August 15, 1996 as requested and the Companies'
customers may benefit from these transactions.

Edward 1. rady
Kevin F. Duffy
Attorneys for the AEP Companies
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Public Service Commission
of West Virginia
State Capitol Building
Charleston, WV 25305

Tennessee Public Service Commission
460 James Robertson Parkway
Nashville, TN 37243-0505

Kentucky Public Service Commission
p.o. Box 615
Frankfort, Kentucky 40602

Executive Secretary
Michigan Public Service Commission
6545 Mercantile Way
P.O. Box 30221
Lansing, MI 48909

Indiana Utility Regulatory Commission
Indiana Government Center South
302 West Washington Street, E306
Indianapolis, IN 46204

State Corporation Commission
Document Control Center
Jefferson Bldg., Level ~ 1
1220 Bank St.
Richmond, VA 23219

Public Utilities Commission of Ohio
Docketing Division
180 East Broad Street
Columbus, Ohio 43215
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MODIFICATION NO. 1 TO THE

AEP SYSTEM INTERIM ALLOWANCE AGREEMENT

BY AND AMONG

APPALACHIAN POWER COMPANY

COLUMBUS SOUTHERN POWER COMPANY

INDIANA MICHIGAN POWER COMPANY

KENTUCKY POWER COMPANY

OHIO POWER COMPANY

AND WITH

AMERICAN ELECTRIC POWER SERVICE CORPORATION

AS AGENT
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1

ARTI 1 Def ions. 4

ARTICLE 2 Emission Allowance 9

ARTICLE 3 t S Respons it .10

ARTICLE 4 Settlements. .11

ARTICLE 5 llings and Payments. .15

ARTICLE 6 Taxes. .15

ARTICLE 7 Modif .16

ARTICLE 8 Date and Terms of this Agreement .16

ARTICLE 9 - Regulatory Authorities .17

ARTICLE 10 - Assignment '. . .17
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0.1 AGRE:S!VlEl\rT, made er.t into as of the 28th day

of July, 1994 by among POWER COMPANY } I a

Vi

Ohio

ion, COLUMBUS SOUTHERN POWER COMPANY

ion, INDIANA MICHIGAN POWER COMPANY (I&M), an

}, an

corporation, KENTUCKY POWER COMPANY (KPCo), a Kentucky ~~~~~Y'~ ion,

OHIO POWER COMPANY (OPCo), an Ohio ion, said

C

lectively

iil

.......... - known as

'Members' when referred to

to individually} being

pUblic utility el

Power System (AEP) , and AMERICAN

calsomet

'Member' when re

companies of the

the American Elect

POWER SERVICE CORPORATION (Agent), a New York corporation, a

companies and the

service company

essential services to

solely in the bus s oi

affiliated companies.

WIT N E SSE T H

T HAT:

Q.2 WHEREAS, the Members own and operate

in the states herein indicated, (i) APCo in Virginia, West

and Tennessee, (ii) CSP in Ohio, (iii) I&M in Indiana and Michigan,

(iv) KPCo in Kentucky, ahd (v) OPCo in Ohio West Virginia;
~~'.. '.' .

'~;'. 3 into an, the Members have ent

July 6" 1951, with modii

tions, s

des to eve the 1 fits 1 e
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through ion

supply il ies;

0.4 WHEREAS, s 1990 s to ean

r Act, t IV, 104 . 2584, 42 U.S.C.A. § 7651, et

seq. (II 1990 Amendments") which limit emissions suI

dioxide (S02) by e utilit s; and

0.5 WHEREAS, under the 1990 Amendments, compliance to

achieved in two st Phase I, which January 1, 1995

Phase II which begins January 1, 2000; reduct in suI

dioxide emissions are to be by a system in which a limit

number of II ion lowances" have allocated by

States Environmental Protection Agency (EPA) to individual utility

generating units; and

0.6 WHEREAS, twenty-one (21) of the Members' units

have been designated by the 1990 Amendments as Phase I

units, and fifty-one (51) of the Members' units

been signated as Phase II affected units, and as such,

awarded emission lowances by the EPA; and

0.7 WHEREAS, the Members may have ownership or entitlement to

emission allowances through several means, including: (i) EPA

AWARDED ALLOWANCES based on emission experienced a

base-l period, (ii) EPA bonus allowances awarded

compl , primarily through the ion

systems, and (iii) the purchase of allowances. ly,

are permitted to emit S02 only to the extent they

to cover emiss
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0.8 'H'~l~~n.~, compliance with the 19 Amendments

will co~tinue to be pl~Hu~v by the Members on an

and

systems; and

at an equitableto

Members' elect

Members des

ing emission allowances and associated costs

and among the Members; and

Members entered into the

to establish, on an interim is, a

for the transfer of S02 emission

ion

t

is, consistent with the int

0.9

methodology of al

fits

0.10 WHEREAS,

Allowance

methodology

lowances; and

a .11 WHEREAS, Members believe that an agreement which

provides for an equitable assignment of cost and benefits among the

Members can best be realized if administered by a single cl

agent; and

0.12 WHEREAS, the Members believe the Agent

in such is qualified to perform such

0.13 NOW, THEREFORE, in cons ion the premises and of

the mutual covenants and agreements hereinafter contained, the

parties , hereby agree as follows:

3
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th

asic

terms and

are defined

lowing

this

1.1

settlements

lows:

POOLto

Member to

1c energy

a il.,.:u.l.cl..l.

1.2 DELIVERING MEMBER -- a Member which sells PRIMARY

and/or ECONOMY ENERGY to POOL.

1.3 ECONOMY ENERGY -- e

from t MEMBER PRIMARY CAPACITY

1990

to

MEMBER

MEMBERs

s e

meet

bythat otherwise would be suppl

PRIMARY CAPACITY of another Member

OBLIGATION.

1.4 EPA-AWARDED ALLOWANCES -- the allowances

generating unit by the EPA as defined in Section 404(a) of

Amendments.

1.5 FERC the Federal Energy Regulatory Commission or any

successor agency.

1.6 GAVIN BONUS ALLOWANCES -- 184.7, 184.0, 44.6, 44.6

44.6 thousand allowances, excluding trans allowances,

years 1995, 1996, 1997, 1998 and 1999, , awarded by

EPA to OPCo's Gavin Plant pursuant to Section 404(d) 1990

Amendments.

1.7 GAVIN EPA-ANARDED ALLOWANCES

the Gavin by the EPA pursuant to

Amendments.

the

404(a) of
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cif

ing with s

GAVIN SCRUBBER S02 REDUCTION -

emissions at OPCo'S Gavin ant

1.8

GAVIN UNCONTROLLED EMISSIONS a

1.9 GAVIN UNCONTROLLED EMISSIONS - - an est";'I""''''''''''''' amount

S02 emiss

without

minus the

that would t from operating the Gavin ant

estimate of GAVIN UNCONTROLLED EMISSIONS is

by dividing the scrubbed Gavin 502 EMISSIONS by (1.00

502 removal efficiency rate) .

a Member's net

1.10 INTERCONNECTION AGREEMENT -- t Interconnect

Agreement among the Members July 6, 1951, as amended.

1.11 MEMBER AFFECTED UNITS a Member's ing

are to meet the emission standards ablished by the 1990

Amendments.

1.12 MEMBER CAPACITY DEFICIT FACTOR - - for any .Member,

the endar year of its MEMBER PRIMARY CAPACITY

DEFICIT divided by sum all members' average MEMBER PRIMARY

CAPACITY DEFICITS.

1.13 MEMBER DEMAND -- MEMBER LOAD OBLIGATION on a

clock-hour integrated kilowatt bas

1.14 MEMBER GENERATION -- the total

generation from its MEMBER PRIMARY CAPACITY.

1.15 MEMBER LOAD -OBLIGATION a Member'S

any firm

companies

to Companies and to affili
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1.16 MEMBER LOAD RATIO 0: a

Jvtz:..x I MUM ef a month to sum of

f IVl.AXIMUM DEJ'0.k"JDS month.

1 . 1 7 MEMBER MAXIMUM DEMAND MEMBER MAX I MUM DEMAND

ef for a month a icular l'l<:::llIJ•.J~::.I. 1 1

to maximum MEMBER DEMAND experienced by Member

twel ve consecut

month.

c months next such

1.18 MEMBER PRIMARY CAPACITY -- the e

elect c power sources of a icular Member, in kilowatts,

is normally to be to load. Such

shall lude (i) the capacity installed at the

owned by the Member and (ii) the capacity available to Member

through interconnection arrangements with

Foreign Companies.

fil companies or

1 . 19 MEMBER PRIMARY CAPACITY DEFICIT - - di f """0".."""'" between the

MEMBER PRIMARY CAPACITY and MEMBER PRIMARY CAPACITY RESERVATION

a particular Member, when such MEMBER PRIMARY CAPACITY is less than

such MEMBER PRIMARY CAPACITY RESERVATION;

1.20 MEMBER PRIMARY CAPACITY RESERVATION SYSTEM PRIMARY

CAPACITY multiplied by the MEMBER LOAD RATIO

Member.

a

1.21 OPCo CAPACITY SURPLUS FACTOR -- the weighted average

of (OPCo's MEMBER PRIMARY CAPACITY minus OPCO's

MEMBER PRIMARY CAPACITY RESERVATION)

PRI~ARY CAPACITY.

6

ded by OPCo's MEMBER
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1.22 OVER-COMPLIANCE -- amount by whi a Mernber' s

EMISSIONS are S8 t its -AWARDED ALLOWfu~CES current

aT; provi however, that in determining OPCo's OVER-

COMPLIANCE, its ssions shall be deemed to lude, in 1 of

actual from the Gavin Plant, 50% GAVIN UNCONTROLLED

EMISSIONS, and its lowances shall deemed to include, in 1

of GAVIN EPA-AWARDED ALLOWANCES, only 50% GAVIN EPA-

AWARDED ALLOWANCES.

1.23 POOL - - e c energy delivered by one Member, from s

MEMBER PRIMARY CAPACITY, to another Member shall cons to

be energy del to the POOL by Member and

from the POOL by the latter Member.

1.24 POWER SALES TO FOREIGN COMPANIES of

power and

of System,

ocated to

to Foreign Companies, made by a Member on

where the revenue and cost such s are

Members in proportion to their MEMBER

sum

LOAD RATIOS.

1.25 pRIMARY AND ECONOMY ENERGY RECEIPT FACTOR -- the ratio

PRIMARY ENERGY and ECONOMY ENERGY by a receiving Member

from a DELIVERING MEMBER to the total sales of PRIMARY ENERGY and

ECONOMY ENERGY by the DELIVERING MEMBER.

1.26 PRIMARY AND ECONOMY ENERGY SUPpLY FACTOR

Member's PRIM~Y ENERGY and ECONOMY 1

the MEMBER'S GENERATION.
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:.27 PRIMARY ENERGY -- elec~=ic ene to ?OOL

a i to meet

anot r

1.28 RECEIVING MEMBER -- a Member which

and/or ECONOMY ENERGY from the POOL.

PRIMARY

1.29 S02 EMISSIONS t tot JVlemoer's IONS

from the MEMBER'S UNITS.

1.30 SURPLUS ALLOWANCES excess a Member's current

year EPA-AWARDED ALLOWANCES,

Member pursuant to Sect

lowances trans

4.1, 4.2, 4.3 4.4

to

Agreement, over the Member's annual S02 EMISSIONS

t SYSTEM ALLOWANCE BANK.

its MLR

1.31 SYSTEM ALLOWANCE BANK -- the sum of all the Members'

lowances in excess of all the Members' 802 "',,, ... """" ions .

1.32 SrSTEM COST OF COMPLIANCE -- calendar 1 5 is

$115.43/ton of S02' For each subsequent year, the SYSTEM COST OF

COMPLIANCE shall

of 10.56%.

$115.43/ton of S02 annually at a rate

1.33 SYSTEM PRIMARY CAPACITY - - the sum of the MEMBER PRIMARY

CAPACITY of all the Members.

1. 34 UNDER-COMPLIANCE - - the amount by which a Member's

EMISSIONS are than its EPA-AWJl-RDED ALLOWANCES

current year; provided, however, that in determining OPCo'S UNDER-

COMPLIANCE, its emissions deemed to include, in 1

actual emissions from Plant, 50~cl' GAVIN

EMISSIONS, and its 1 to 1

8
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of GAVIN ALLOWJl.NCES, 50% GAVIN EPA-

AWARDED ALLOWANCES.

ARTI 2

EMISSION ALLOWANCE MANAGEMENT

to emission allowances among Members, settlements

f s

the following

1) an annual

of costs

ions will be governed by this Agreement:

2.1 In determining the trans

t

ion Gavin allowances, described in ion 4. 1, 2) an

annual cash settlement for the transfer of allowances assoc

with PRIMARY ENERGY ECONOMY ENERGY, described in Section 4.2,

3) a monthly settlement for allowances consumed for POWER

SALES TO FOREIGN COMPANIES, described in section 4.3 I 4) and

purchases allowances to/from non- iated part

current period compliance and allocation

in Section 4.4, 5) an annual t .... .",""'<"'.,. lowances

the SYSTEM ALLOWANCE

BANK,

2.2

in Section 4.5.

shall have the authority to make any

decisions relating to the use, management,

emiss allowances. as provided s

or any no or

ation I made between or among the

re ct to such use, e or trans

9

KPSC Case No. 2013-00325 
November 14, 2013 Informal Conference Data Request 

Item No. 1 
Attachment 1 

Page 19 of 58



'S

3.1 For out s s

e to Agent, and

administration s

, the

s, the re~~vu.o~.~

as

i=lnT'"p,ps:

Member as

month a statement

t Agent

To

the end

3.11

ible

the settlements hereunder month,

ion as may

s.

with such

rating, or

in such

account

3.12 To carry out lowance sett

under this Agreement. Settlement for Gavin Allowance

location shall be recorded annually in December

3.13 To out cash settlements

Agreement through an account (hereby and

hereinafter called the SYSTEM ALLOWANCE ACCOUNT) to

adminis by Agent. Payments to or from such account 1

be made to or by Agent as clearing agent of the account.

total amount the payments made by the Members to

ALLOWANCE ACCOUNT each month shall. be to

amount of the paYments made from the SYSTEM ALLOWANCE ACCOUNT

for same pe

10
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3.131 Monthly settlements by Members

termined

Companies.

Annual settlements by the

to

3.132

1

termined in December

for Primary and Economy

shall

Al

Transactions.

3.133 Settlements by the Members 1

determined for allowances and purchased to/from non-

fi ed

3.134

s as they occur.

Annual sett s by the Members

1 be determined in December of each ~akCH~lak

the Transfer of Allowances for Current Period Compl

and Allocation of the System Allowance Bank.

ARTICLE 4

SETTLEMENTS

4.1 GAVIN ALLOWANCE REALLOCATION - In of 1995 and

each subsequent I the allowance inventory accounts

the Members' wifi be adjusted to recognize Gavin Allowance

Real ion. The number of Gavin allowances avail

'-"' .......... '-''-.'''tion is determined by multiplying the OPCo

GAVIN EPA-AWARDED ALLOWANCES

SURPLUS

(ii) 50%

GAVIN

(i) GAVIN BONUS ALLOWANCESsum

sum

FACTOR by

REDUCTION. The Gav al 1 e locat

d I a t zero cost I to a

11
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FrtrV~Y CAPACITY DEFIC:~~ :ici: lVJt::ml.it::..: f S

lowance ion is te by mul::

12
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transf from is cuI

by

incrementj"jL"j"!;;;)L"I\. t SDELIVERING

esner-Live PRIMARY AND ECONOMY

If DELIVERING MEMBER is an OVER-

ition t number allowances to

the RECEIVING MEMBERS culat

increment OVER-COMPLIANCE of

eS1Jec:tive PRIMARY AND ECONOMY ENERGY RECEIPT

to

multiplying the

COMPLIANCE- by

RECEIPT FACTOR.

COMPLIJ.I.NCE

multiplying

MEMBER by the

FACTORS.

4.24 The net allowances from

supplying Member during year are ced at

individual weighted inventory cost computed at end

of December. The net allowances transferred to the receiving

Members shall be based on the weighted inventory cost

of all Members supplying allowances. The inventory

cost a supplying Member is computed by taking the

book cost of allowances available trans divided by the

number of allowances avail at the end

December.

owan.ces

4.3 ALLOWANCES CONSUMED FOR POWER SALES TO FOREIGN COMPANIES

When allowances are consumed power

companies t the customer the option of reimbursing

with in kind t or paying

at rate. If the customer re~"lkJ~A

t by

lowances) i

13
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cost

If is

on it.s MLR-a set.t. ... 1 t"'".....,
I.. '-W

S cu~~e::1t. value lowances ~ece

1 of allowances, it 1

based on its current MLR. The Member's

allowances for s to ign companies shall be

Member based on its MLR. The method

allowances in POWER SALES TO

FOREIGN COMPANIES is set h in Appendix E to this

4 .4 ALLOWANCE TRANSACTIONS WITH NON -AFFILIATED

Participation in the al market could involve ei

or to or non-affil

4.41 SALE OF ALLOWANCES - as in

Section 4.43, in the event allowances are sold to non-

affiliated part s, Member shall contribute its MLR

of the total quantity sold. To extent a Member cannot

provide MLR to a short I, that Member 1

purchase an amount of lowances to cover the

shortfall from other Members having a surplus, at the

Cost of Compliance. Each Member shall

of the total proceeds.

MLR

4.42 PURCHASE OF ALLOWANCES In the event

allowances are purchased from non- liated

Member 1 take ownership of MLR share of

quantity purchased and pay MLR share total cost.

4.43 SALE OF WITHHELD ALLOWANCES AT EPA AUCTIONS -

The ~W~.J.~~s withheld by EPA,
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t to Sec1:io:1 416 tIe IV 1990 Amlendrrlen,ts,

I re

from which-

by the Member owning

lowances were withheld.

units

4.44 NET PROCEEDS AND COSTS FROM PREVIOUS ALLOWANCE

TRANSACTIONS - net proceeds from of allowances to

non- fili which occurred to effective

of Modi f ion No. 1 to , the cost

al purchased from non-affil which

occurred or to the ef Modif No. 1 to

this Agreement and 1 carrying charges on such

and costs, shall be by each Member on

s MLR.

4.5 TRANSFERS OF ALLOWANCES FOR CURRENT PERIOD COMPLIANCE AND

ALLOCATION OF THE SYSTEM ALLOWANCE BANK - At the end of December

each calendar f each Member shall own a of the SYSTEM

ALLOWANCE BANK, based on its current MEMBER LOAD RATIO. A Member

whose annual S02 EMISSIONS its lable allowance

inventory, intercompany set tlements described in 4.1,

4.2, 4.3 and 4.4 of this f will purchase lowances to

eliminate short 1 in that calendar. and to prOVide

its MLR share of the SYSTEM ALLOWANCE BANK. purchases will·

from Members having SlJRPLUS ALLOWANCES and will

at SYSTEM COST OF COMPLIANCE. If more than one

SURPLUS , t Member will a

share from

:5
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):..R'TI CLE 5

B

5.1 All bills amounts owing r 1

payable on t fifte day of month next llowing the

to which a settlement has been or on t day

following the rece the bill, whi e is later.

Interest on unpa amounts 1 accrue ilyat erest

rate annum in ef on the due at Cit 2%

annum, from the e until date upon which is made.

Unless otherwise upon, the calendar month 1

pe the purpose settlements

Agreement. If bills cannot be accurately determined at t

they shall be rendered on an estimated bas and ly

adjust~d to conform to the terms of this Agreement.

ARTICLE 6

TAXES

6.1 If at any time during duration this

there should be levied and/or assessed by any

authority against any Memb~r any tax related to rece

settlements calculated pursuant to Arti

(including, but not 1 imi ted to sales,

5 of this

etc. ), the

expense incurred by such Member that would not have

were the allowance settlements hereunder not being

Member

entitled to reimbursement of the tax

the tax

11Member

16
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7

MODIFICATIONS

7.1 Any Member, by written notice to the Members

Agent, may call a recons of the terms and

condit herein provided. If such recons ion is cal

the Members shall take into account changed condit

ts from application of terms and conditions, and

ot s that might cause said terms and condit to result in

an inequitable sharing costs and benef under this

Any modif ion in terms and tions agreed to by the Members

I subj ect to appropriate approval and become

ef tive the first day the month following

authorization.

ARTICLE 8

EFFECTIVE DATE AND TERMS OF THIS AGREEMENT

8.1 This shall become ive and 1 'a

binding obI ion the Part on January 1, 1995, or such v~u~.•

effective date determined by FERC.

8.2 This Agreement shall continue in ef

effective until the any

ARTICLE 9

REGULATORY AUTHORITIES

17
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9.1 :;::-s ze t ~ S .. ... ,:::
'- } '-

or rate e whi 1 embody or or

any +: are s ect to ...
.I.. } \-

jurisdict .. 1 Power Act, a"""" soI..-

subject to such lawful action as any ty

juri ction 1 ter t wi re

ion Members 1 e to

the such authorizations} s or act

atory authorities having j ion as shall be by

law.

9.2 It is ssly tood that t 1

entitled} at any time unilaterally, to make i FERC

for a change in the rates, , classification ce, or

any rule, ation or contract relating thereto, or to make

change in or in whole or in any provision

this Agreement, under Section :2 OS of the Federal Power Act

pursuant to the FERC's Rules and Regulations promulgated

thereunder.

ARTICLE 10

ASSIGNMENT

10.1 This Agreement shall accrue to the and

binding upon successors and assigns of the re t

18
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IN WITNESS t.o c

t to execut t.he e names on

the behalf by ir reunto duly authori as

of day and f t written.

APPALACHIAN POWER COMPANY

COLUMBUS SOUTHERN POWER COMPANY
OHIO POWER COMPANY

INDIANA MICHIGAN POWER COMPANY

KENTUCKY POWER COMPANY

AMERICAN C POWER
SERVICE CORPORATION
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COl1P.zu\n: (J..PCO) , a rg a

ion, POWER COM?ANY P) J an

tion, M!CHIGAN COMPANY (I&M) I an

corporation, KENTUCKY POWER COMPANY (KPCO) I a

OHIO ,PONER COMPANY (OPCO), an Ohio d es

sometimes led 'Members' when re to collect

and 'Member' when re to individually) being til

companies of integrated public utility tric em known as

the American Elec Power tern (AEP) , and AMERICAN ELECTRIC

PONER SERVICE CORPORATION (Agent), a New York a

e company engaged in the bus

essential s to the aforesaid companies and

fil ed companies r all of whom are currently doing bus as

American Electric Power, des to establish a mechanism

allocation of sion allowance costs and wi

purchases and with non-affiliated entit ; and

WHEREAS I the Members to amend the AEP tern ..l.U,\",O:;;:';'

Allowance Agreement dated July 28, 1994 to reflect

and to effect certain other changes to the Agreement;

WHEREAS r except as changed by amendments, the tern

Allowance Agreement remains in full ef

NOW THEREFORE, the Members adopt document at\.,.CI. .... Uc:: ....

hereto showing the proposed amendments to the' hEP tern

Allowance in a form in which tions

through text and additions as text, as "Modif

No. 1 to AEP tern Interim lowance
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Power Company, Columbus Power Company,

:tv1ichigan Power ~omDanv, Kentucky Power Company, Ohio Power

wi ectric Power ion As

to this __ day June, 1996.

Title: President and Chief Operating Officer Power
Company, Columbus Southern Power Company,
Power Company, Kentucky Power Company, Ohio Power
Company; and Execut Vice President of American
Power Corporation, collectively doing ~Ll~~"Ut:~

American Electric Power
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APPENDIX A

ALLOWANCE TRANSFER SUMMARY

FINANCIAL STATEMENT EFFECTS
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AEP S)'stem
Interim Allowance Agreement -1'vlodification No.1

Description of Allowance Transfer Summary

The forecasted allowance transfers for 1996 and 1997, pursuant to Modification No.1 of the
Interim Allowance Agreement, are summarized on the top ofPages 3 and 4 of Appendix A.
Under the terms of Modification No. 1 ("Modified Agreement"), the calculation of these transfers
remains unchanged, with the exception of the Intercompany Purchases/(Sales). The elements
related to the allowance transfers are described below.

EPA Awarded Allowances - Defined in Section 1.4 of the Modified Agreement, EPA Awarded
Allowances represent the allowances awarded to each generating unit by the EPA as defined in
Section 404(a) of the 1990 Amendments.

Other Allowances, Ormet - Other Allowances represent the allowances received by OPCO from
Ormet Primary Aluminum Corporation, pursuant to a contract for retail power sales to Ormet.

S02 Emissions - Defined in Section 1.29 of the Modified Agreement, S02 Emissions represent
the total of the Member's S02 Emissions from the Member's Affected Units.

Over/(UndeT) Compliance - Represents the difference between a Member's allowances (including
EPA Awarded Allowances and Other Allowances) and its S02 Emissions.

Gavin Rea/location - Described in Section 4.1 of the Modified Agreement, the terms of the
Gavin Reallocation are not affected by Modification No. 1.

P&E Transfers - Described in Section 4.2 of the Modified Agreement, the terms of the P&E
Transfers are not affected by Modification No.1.

Intercompany Purchases/(Sales) - Described in Section 4.5 of the Modified Agreement, the
method for calculating Intercompany Purchases/(Sales) of allowances has been changed by
Modification NO.1. Under the amended terms, each Member must own, at the end of each
calender year, a sufficient number of allowances to cover (1) its annual compliance requirement
and (2) its ?<ALR-share of the AEP System Allowance Bank. This represents a change from the
original agreement, which required each Member to own, at the end of each calender year, a
sufficient number of allowances to cover (1) its annual compliance requirement and (2) a share of

. the AEP System Allowance Bank based on its estimated future compliance requirements over a
20-year forecast period. The calculation ofIntercompany Purchases/(Sales) is presented on Pages
5 and 6 ofAppendix A.

KPSC Case No. 2013-00325 
November 14, 2013 Informal Conference Data Request 

Item No. 1 
Attachment 1 

Page 33 of 58



AEP System
laterim Allowance Agreement - Modification 1

Description of Financial Sta tement Effects

The forecasted financial statement effects ofallowance transfers for 1996 and 1997, pursuant to
Modification 1 of the Interim Allowance Agreement, are summarized on the bottom ofPages 1
and 2 ofAppendix A Below is a briefdescription the effects on financial statements.

Income Statemen.t Effects:

Sales for Resale - Reflects the reimbursement of the market value of allowances consumed for
sales to foreign companies. Also reflects intercompany billing for the consumed cost of such
allowances.

Purchased Power - Reflects the consumed cost of allowances used in the generation for sales to
foreign companies.

S02 Emissions Expense - Reflects the consumption ofallowances, at average cost, to cover the
S02 emissions from affected units.

Balance Sheet Effects:

Allowance Inventory - Reflects increases in the value of Allowance Inventory due to (1) P&E
Transfers In and (2) Intercompany Purchases. Reflects decreases in the value of Allowance
Inventory due to (1) P&E Transfers Out, (2) Intercompany Sales and (3) S02 Emissions.

Accou.nts Recdvable!Payable - Reflects receivables/payables associated with (1) Intercompany
Allowance Purchases/Sales, (2) P&E Transfers and (3) settlements for allowances consumed for
sa1es"to foreign companies.

Other Regulatory LiabiUties - Represents the deferred gain from allowance sales to other
Members.
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AEP SYSTEM
INTERIM ALLOWANCE AGREEMENT

MODIFICATION No, 1
1996 FORECAST

6

Financial Statement Effects
of Allowance Transfers ($OOOj

INCOME STATEMENT:

Sales for Resale
Purchased Power Expense
S02 Emissions Expense

Net Effect

BALANCE SHEET:

ASSETS;

756
142

614

Allowance Inventory
Accts Receivable ~ Assoc Co
Accts Receivable ~ Other

Total Assets

LIABILITIES:

Acets Payable - Assoc Co
Other Regulatory Liabilities

Total Liabilities

13,738

13,738

1,754

1,754

10,603

10,603

4,285

(6,656)
30,277 '

19,707
30,984
2,409

30,984
27,141
58,125
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AEP
INTERIM ALLOWANCE

D

MODIFICATION No.1
1997 FORECAST

APCO CSP KYPC OPCO SYSTEM

Allowance Transfer
Summary (Tons)

EPA Awarded Allowances 88,554 47,489
Other Allowances - Ormet
S02 Emissions
Over/(Under) Compliance

Allowance Transfers:
Gavin Reallocation 50,055 43,866 2,133 (96,054)
P&E Transfers (7,318) (6,084) (5,033) (39) 18,474
Intercompany Puchl(Sales) 4,619 3 22,324 8,977
Subtotal· Allowance Transfers 47,356 41 17,291 11,071 (

Increase/(Decrease) in
Allowance Bank 47,356 34,574 40,080 11,071 52,883 185,964

Bank Level· Beginning of Year 288,875 145,191 163,294 59,296 224,678 881,334

Bank Level· End of Year 336231 179765 203,374

Financial Statement Effects
of Allowance Transfers ($000)

3,985
368

5

238
32

1,138
152

655 742
69 75

__~~ 5_7:-:4__ 1,831 __--::=__~~::::__-

985 206

INCOME STATEMENT:

Sales for Resale
Purchased Power Expense
S02 Emissions Expense

Net Effect

BALANCE SHEET:

ASSETS:

Allowance Inventory 170 (74) 922 1,252 (3,016) (746)

Accts Receivable· Assoc Co 477 93 440 5 5,813 6,827
Acets Receivable· Other

Total Assets

LIABILITIES:

Acets Payable· Assoc Co 799 606 3,201 1,289 931 6,827

Other Regulatory Liabilities
Total Liabilities
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(A] Bank level- Beginning of Year 116,490 60,473 69,315 24,400 100,984 311,661
Annual Over/(Under) Compliance - 13,644 15,289 - 480,140 509,613

(e) Gavin Reallocation 68,318 58,918 - 1,560 (128,196)
P&E Transfers (2,816) (1,131) (4,240) (136) 8,383

(E] = [A];f-[B}+[e)+[D] Subtotal 181,932 131,904 80,364 25,824 461,311 881,334

IF) December 1996 MlR 0.32117 0.16474 0.18528 0.06728 0.25493 1

{G} = IF] .. 881,334 MlR-Share of System Allowance Bank 288,875 145,191 163,294 59,296 224,678 881,334

Purchasesl(Sales} Required to Achieve
=(G] -IE] MlR-Share of System Allowance Bank 106,943 13,287 ~82,930 33,473 (236,633)
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APPENDIX B

PROCEEDS/COSTS ASSOCIATED WITH THIRD PARTY

SALESIPURCHASES, PREVlOUSLY DEFERRED
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AEP SYSTEM
INTERIM ALLOWANCE AGREEMENT

MODIFICATION No.1
($000)

Member's Share of Proceedsl(Costs)
Associated with Third Party Allowance Transactions

I APCO II CSP II I&M II KYPC II OPCC II SYSTEM I
Proceeds from EPA Auctions

Proceeds from Other Allowance Sales

Cost of Purchased Allowances
Total

819

11,788

574
5,421

151

2,240
3.383
9,305

5,487

34,703
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ix Q

Page 2

AEP System
Allowance Purchases/Sales

Deferred Pending Final Agreement
($000)

I APCO II CSP II I&M II KYPC II OPCO II SYSTEM I
EPA Auction Proceeds

1993 Auction Proceeds 212 162 158 39 1,002 1,573
1994 Auction Proceeds 291 198 193 54 1,142 1,878
1995 Auction Proceeds 250 168 164 46 964
Subtotal 753 528 515 139 3,108

Plus Accrued Carrying
Charge through May 1996

Total Credit to be Retained
by each Member

Allowance Sales

1994 Sale of Allowances 31,619

Plus Accrued Carrying
Charge through May 1996

Total 34,703

March 1994 MLR 0.33968 0.15620 0.17144 0.06456 0.26812 1.00000

Member's Share of
Net Proceeds

Allowance Purchases

1994 EPA Auction Purchase
of 8,788 allowances

Plus Accrued Carrying
Charge through May 1996

Total Cost

March 1994 MLR

Member's Share of
Purhcase Price

0.33968 0.15620 0.17144 0.06456 0.26812

(1,287)

(1,480)

1.00000
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APPENDIXC

COMPARISON OF REVENUE REQUIREMENTS

BASE CASE (IAA) vs MLR CASE (MODIFICATION No.1 to the IAA)
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AEP System
Comparison of Revenue Requirments

Base Case vs MLR Case
($ Millions)

I APCO I I KYPC II OPCO II TOTAL I
5 Year Average

Base Case
MLR Case

Change

10 Year Average

Base Case
MLR Case
Change

.20 YearNPV@10.14%

Base Case
MLR Case
Change

1.551
1.551

1.743

16.647

1.053
1.051

1.191

11.579
11.574

(5)

1,131

1.253

11.539

292

342

3,298
3.298

1,594

1.748

5,621

6,277

58.979

Note:

Forecast data based on AEP System Acid Rain Compliance Plan,
flied before the P.U.C.O. on October 14,1994-.
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REVENUE REQUIREMENTS

BASE CASE
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15

APCO
INTERIM ALL.OWANCE AGREEMENT - Base Case wi Allowance Sales

REVENUE REaUIREMENTS
($ MILLIONS)

Total

Base Internal External Consumed I Revenue
Level Sales Sales Allowances Subtotal Requirement

1995 1,439 0.0 0.0 0.0 0.0 1,439
1996 1,484 0.0 0.0 0.0 0.0 1,484
1991 1,551 0.0 0.0 0.0 0.0 1,551
1998 1,611 0.0 0.0 0.0 0.0 1,611
1999 1,669 0.0 0.0 0.0 0.0 1,669

2000 1,112 0.0 0.0 1.6 1.6 1,114
2001 1,855 0.0 0.0 1.1 1.1 1,856
2002 1,930 0.0 0.0 0.7 0.7 1,931
2003 2,011 0.0 0.0 0.4 0.4 2,011
2004 2,098 0.0 0.0 0.3 0.3 2,098

2005 2,201 0.0 0.0 0.2 0.2 2,201
2006 2,337 0.0 0.0 0.1 0.1 2,337
2007 2.464 0.0 0.0 0.1 0.1 2,4
2008 2,555 0.0 0.0 0.0 0.0 2,5b",
2009 2,761 0.0 0.0 0.0 0.0 2,761

2010 2,929 0.0 0.0 23.3 23.3 2,952
2011 3,087 0.0 0.0 11.1 17.1 3,104
2012 3,246 0.0 0.0 12.1 12.1 3,258
2013 3,339 0.0 0.0 13.2 13.2 3,352
2014 3,545 0.0 0.0 4.6 4.6 3,550

.

5-yr Average 1,551 0.0 0.0 0.0 0.0 1,551

10-yr Average 1,743 0.0 0.0 0.4 .0.4 1,743

NPV @ 10.1411.4 16,632 0.0 0.0 15.4 15.4 16,647
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CSP
INTERIM ALLOWANCE AGREEMENT. Base Case wI Allowance Salas

REVENUE REQUIREMENTS
(S MILLIONS)

Effect of
Interim Allowance Agreement Total

Base Internal External Revenue
Level Sales Sales Allowances Subtotal Requirement

1995 976 0.0 0.0 0.1 0.1 . 976
1996 1,009 0.0 0.0 0.2 0.2 1,009
1997 1,051 0.0 0.0 0.1 0.1 1,051
1998 1,094 0.0 0.0 0.1 0.1 1,094
1999 1,133 0.0 0.0 0.1 0.1 1,133

2000 1,214 0.0 0.0 0.1 0.1 1,214
2001 1,269 0.0 0.0 0.1 0.1 1,269
2002 1,326 0.0 0.0 0.1 0.1 1,326
2003 1,388 0.0 0.0 0.1 0.1 1,388
2004 1,451 0.0 0.0 0.0 0.0 1,451

2005 1,536 0.0 0.0 0.0 0.0 1,536
2006 1,632 0.0 0.0 0.0 0.0 1,632
2007 1,736 0.0 0.0 0.0 0.0 1,736
2008 1,810 (4.1) 0.0 0.0 (4.1) 1,806
2009 1,999 0.0 0.0 0.0 0.0 1,999

2010 2,171 0.0 0.0 7.5 7.5 2,185
2011 2,269 0.0 0.0 13.5 13.5 2,283
2012 2,378 0.0 0.0 12.7 12.7 2,391
2013 2,447 0.0 0.0 13.6 13.6 2,461
2014 2,495 0.0 0.0 15.6 15.6 2,511

5-yr Average

10-yr Average

NPV@ 10.14%

1,191

11,568

0.0

0.0

(1.1)

0.0

0.0

0.0

0.1

0.1

11.5

0.1

0.1

10.5

1,191

11,579
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5~yr Average

10~yr Average

NPV@ 10.14%

1,130

1,253

11,536

0.0

0.0

(1.6)

0.0

0.0

0.0

0.7

0.4

4.9

0.7

0.4

3.3

ix C

1,131

1,253

11,539
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KYPC
iNTERIM ALLOWANCE AGREEMENT .. Base Case wI Allowance Sales

REVENUE REQUIREMENTS
($ MILLIONS)

Effect of
interim Allowance Agreement Total

Base Internal Enemal Consumed Revenue
Level Sales Sales Allowances Subtotal Requirement

1995 264 0.0 0.0 0.0 0.0 264

1996 279 0.0 0.0 0.0 0.0 279

1997 293 0.0 0.0 0.0 0.0 293

1998 304 0.0 0.0 0.0 0.0 304

1999 318 0.0 0.0 0.0 0.0 318

2000 349 0.0 0.0 11.6 11.6 361

2001 365 0.0 0.0 10.9 10.9 376

2002 382 0.0 0.0 9.6 9.6 392

2003 401 0.0 0.0 9.1 9.1 410

2004 417 0.0 0.0 8.4 8.4 425

2005 453 0.0 0.0 1.2 7.2 460

2006 472 0.0 0.0 6.3 6.3 418

2007 495 0.0 0.0 6.1 6.1 501

2008 511 0.0 0.0 12.6 12.6 524

2009 538 0'.0 0.0 24.1 24.1 562

2010 563 0.0 0.0 18.9 18.9 582

2011 604 0.0 0.0 23.6 23.6 628

2012 648 0.0 0.0 24.8 24.8 673

2013 668 0.0 0.0 21.5 27.5 696

2014 689 0.0 0.0 31.1 31.1 720

5-yr Average

1O-yr Average

NPV@ 10.14%

292

331

3.238

0.0

0.0

0.0

0.0

0.0

0.0

0.0

5.0

60.5

0.0

5.0

60.5

292

342

3.298
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opeo
INTERIM ALLOWANCE AGREEMENT .. Base Case wi Allowance Sales

REVEN ENTS
($ IONS)

f,P i x C
Pa 7 15

Total

Base Internal External I Revenue
Level Sales Sales Subtotal Requirement

1995 1,518 (21.2) 0.0 0.0 (21.2) 1,491
1996 1,566 (20.1) 0.0 0.0 (20.1 ) 1,546
1997 1,599 0.0 0.0 0.1 0.1 1,599
1998 . 1,647 OJ) 0.0 0.1 0.1 1,647
1999 1,683 0.0 0.0 0.1 0.1 1,683

2000 1,803 0.0 (135.9) 0.1 (135.8) 1,661
2001 1,867 OJ) 0.0 1.0 1.0 1,868
2002 1,905 0.0 0.0 12.1 12.1 1,911
2003 1,978 0.0 0.0 13.8 13.8 1,992
2004 2,048 0.0 0.0 11.9 11.9 2,066

2005 2,093 0.0 0.0 5.1 5.1 2,098
2006 2,179 0.0 0.0 0.9 0.9 2,180
2007 2,261 0.0 0.0 0.2 ·0.2 2,7
2008 2,310 (1.5) 0.0 ItO (US) 2,3.....
2009 2,421 (36.9) 0.0 0.0 (36.9) 2,390

2010 2,401 (41.1) 0.0 0.1 (41.0) 2,366
2011 2,603 (51.7) (2.8) 0.0 (60.5) 2,543
2012 2,743 (51.9) (22.S) 0.0 (14.2) 2,669
2013 2,791 (51S-0) (22.4) 0.1 (80.3) 2,111
2014 3,030 (44.1) (44.0) 0.1 (SS.O) 2,942

5..yr Average

10..yr Average

NPV@ 10.14%

1,603

1,161

16,015

(8.3)

(4.1)

(89.6)

0.0

(13.6)

(90.5)

0.1

4.5

21.1

(8.2)

(13.2)

(159.0)

1,594

1,748

15,916
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5~yr Average

10~yr Average

NPV@ 10.14%

5,628

6,285

59,048

(8.3)

(4.1)

(92.2)

0.0

(13.6)

(90.5)

0.9

10.4

113.4

(1.4)

(1.4)

(69.4)

5,620

58,979
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x
of :J

APCO
INTERIM ALLOWANCE AGREEMENT· MLR CASE

REVENUE REQUIREMENTS
($ MIl.LIONS)

Effect of
Interim Allowance Agreement Total

Base Internal External Revenue

Level Sales Sales Subtotal Requirement

1995 1,439 0.0 0.0 0.0 0.0 1,439

1996 1,484 0.0 0.0 0.0 0.0 1,484

1997 1,551 0.0 0.0 0.0 0.0 1,551

1998 1,611 0.0 0.0 0.0 0.0 1,611

1999 1,669 0.0 0.0 0.0 0.0 1.669

2000 1,772 (6.4) (31.0) 11.6 (25.S) 1,746

2001 1,855 (6.8) 0.0 8.6 1.8 1,857

2002 1,930 (4.9) 0.0 5.6 0.7 1,931

2003 2,017 (4.9) 0.0 3.6 (1.3) 2,016

2004 2,098 (6.0) 0.0 2.2 (3.8) 2,094

2005 2.201 (2.6) 0.0 1.2 (1.4) 2,200

2006 2,337 0.0 0.0 0.6 0.6 2,338

2007 2,464 0.0 0.0 1.5 1.5 2,466

2008 2,555 0.0 0.0 9.0 9.0 2,564

2009 2,761 0.0 0.0 22.9 22.9 2,784

2010 2,929 0.0 0.0 23.9 23.9 2,953

2011 3,087 0.0 (0.8) 17.9 17.1 3,104

2012 3,246 0.0 (6.0) 16.4 10.4 3.256

2013 3,339 0.0 (5.9) 18.4 12.5 3,352

2014 3,545 0.0 (i1.9) 18.1 6.8 3,552

5-yr Average

1O-yr Average

NPV@ 10.14%

1,551

1,743

16,632

0.0

(2.9)

(14.5)

Q.O

(3.1 )

(21.2)

0.0

3.2

41.6

0.0

(2.8)

5.8

1,551

1,740

16,638
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CSP
INTERIM ALL.OWANCE AGREEMENT - ML.R CASE

REVENUE REQUIREMENTS
($ MILLIONS)

I'l.DDen~ ~ x C
11 of 15

Total

Base Internal Revenue
Level Sales Subtotal Requirement

1995 976 (3.5) 0.0 0.0 (3.5) 973
1996 1,009 0.0 0.0 0.1 0.1 1,009
1997 1,051 (1.5) 0.0 0.1 (1.4) 1,050
1998 1,094 (1.7) 0.0 0.1 (1.6) 1,092
1999 1,133 (1.1) 0.0 0.0 (1.1 ) 1,132

2000 1,214 (2.1 ) (23.3) 0.0 (25.4) 1,189
2001 1,269 (0.4) 0.0 0.0 (0.4) 1,269
2002 1,326 0.0 0.0 1.3 1.3 1,327
2003 1,388 0.0 0.0 2.3 2.3 1,390
2004 1,451 0.0 0.0 3.1 3.1 1,454

2005 1,536 0.0 0.0 3.7 3.7 1,540
2006 1,632 0.0 0.0 4.8 4.8 1,631
2007 1,736 0.0 0.0 6.6 6.6 1,743
2008 1,810 0.0 0.0 9.5 9.5 1,820
2009 1,999 0.0 0.0 14.1 14.7 2,014

2010 2,177 0.0 0.0 15.5 15.5 2,193
·2011 2,269 0.0 (0.4) 15.0 14.6 2,284
2012 2,378 0.0 (2.9) 15.0 12.1 2,390
2013 2,447 0.0 (2.9) 16.2 13.3 2,460
2014 2,495 0.0 (5.2) 22.9 17.7 2,513

5-yr Average

1O-yr Average

NPV@10.14%

1,053

1,191

11,568

(1.6)

(1.0)

(7.5)

0.0

(2.3)

(14.9)

0.1

0.7

28.3

(1.5)

(2.7)

5.9

1,051

1,188

.11,574
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ndix C
2 of 15

I&M
INTERIM ALLOWANCE T - MLR CASE

REVEN NTS
($

Effect of
Interim Allowance Agreement Total

Base Internal External Revenue
Level Sales Sales Requirement

1995 1,050 0.0 0.0 3.4 3.4 1,053
1996 1,091 0.0 0.0 4.0 4.0 1,095
1997 1,156 0.0 0.0 4.8 4.8 1,161
1998 1,158 0.0 0.0 5.1 5.1 1,163
1999 1,195 0.0 0.0 5.4 S.4 1,200

2000 1,267 (3.9) (17.5) 6.4 (15.0) 1,252
2001 1,312 (4.4) 0.0 4.7 0.3 1,312
2002 1,368 (3.8) 0.0 3.2 (0.6) 1,367
2003 1,431 (4.7) 0.0 2.2 (2.5) 1,429
2004 1,497 (6.2) 0.0 1.4 (4.8) 1,492

2005 1,518 (ItO) 0.0 0.8 (5.2) 1,513
2006 1,594 (7.6) 0.0 0.4 (7.2) 1,587
2007 1,672 (9.1 ) 0.0 0.2 (8.9) 1,663
2008 1,127 (9.1) 0.0 3.3 (5.8) 1,721
2009 1,781 (4.1) OJ) 4.6 0.5 1,782

2010 1,806 (1.0) 0.0 5.8 4.8 1,811
2011 1,860. 0.0 (0.5) 4.3 3.8 1,81>4
2012 1,972 0.0 (3.8) 6.3 2.5 1,975
2013 2,066 0.0 (3.1) 7.1 3.4 2,069
2014 ·2,256 0.0 (7.3) 8.6 1.3 2,257

5-yr Average

1O-yr Average

NPV @ 10.14%

1,130

1,253

11,536

0.0

(2.3)

(21.1 )

0.0

(1.8)

(12.2)

4.5

4.1

33.6

4.5

0.0

0.3

1,135

1,253

11,536
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KYPC
INTERIM ALLOWANCE AGREEMENT - MLR CASE

REVENUE REQUIREMENTS
($ MILLIONS)

Effect of
Interim Allowance Agreement Total

Base Internal External Revenue
Level Sales Sales Subtotal Requirement

1995 264 0.0 0.0 OJ) 0.0 264

1996 279 0.0 0.0 0.0 0.0 279

1997 293 0.0 0.0 0.0 0.0 293

1998 304 0.0 0.0 0.0 0.0 304

1999 318 0.0 0.0 0.0 0.0 318

2000 349 0.0 (4.8) 9.6 4.8 354

2001 365 0.0 0.0 7.6 7.6 373

2002 382 0.0 0.0 6.2 6.2 388

2003 401 0.0 0.0 6.4 6,4 407

2004 417 0.0 0.0 7.2 7.2 424

2005 453 0.0 0.0 10.4 10,4 463

2006 412 0.0 0.0 13.6 13.6 486

2007 495 0.0 0.0 15.7 15.7 511

2008 511 0.0 0.0 18.4 18,4 529

2009 538 0.0 0.0 21.3 21.3 559

2010 563 0.0 0.0 23.6 23.6 581

2011 604 0.0 (0.1) 24.3 24.2 628

2012 648 0.0 (0.7) '25.4 24.7 673

2013 668 0.0 (0.6) 28.1 27.5 696

2014 689 0.0 (1.0) 32.5 31.5 721

5-yr Average

10-yr Average

NPV@ 10.14%

292

337

3,238

0.0

0.0

0.0

0.0

(0.5)

(3.1 )

0.0

3.7

63.0

0.0

3.2

60.0

292

340

3,298
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~ ~ x C
P 14 0 15

OPCO
INTERIM ALLOWANC

REVENue
($ MILLIONS)

Effect of
Interim Allowance Agreement Total

Base Internal Revenue
Level Sales Subtotal Requirement

1995 1,518 (11.0) 0.0 0.0 (17.0) 1,501
1996 1,566 (29.5) 0.0 0.0 (29.5) 1,531
1991 1,599 (13.1) 0.0 0.2 (13.S) 1.586
1998 1.647 (13.2) 0.0 0.2 (13.0) 1,634
1999 1.683 (16.3) 0.0 0.3 (16.0) 1,G61

2000 1,803 0.0 (33.3) 8.1 (25.2) 1.778
2001 1,867 0.0 0.0 11.2 11.2 . 1,818
2002 1,905 0.0 0.0 8.4 8.4 1.913
2003 1,918 0.0 0.0 6.1 6.1 1,984
2004 2.048 0.0 0.0 5.5 5.S 2,054

2005 2,093 (5.1) 0.0 2.4 (3.3) 2,090
2006 2,119 (10.0) 0.0 1.4 (8.6) 2,110
2001 2.261 (13.4) 0.0 1.2 (12.2) 2,249
2008 2.310 (13.5) 0.0 8.2 (5.3) 2.305
2009 2,421 (38.8) 0.0 5.1 (33.1 ) 2,394

2010 2,401 (43.4) 0.0 4.9 (38.5) 2,369
2011 2,603 (59.3) (O.S) 0.4 (59.1) 2,543
2012 2,143 (66.1) (5.G) 0.0 (71.1) 2,671
2013 2,191 (73.8) (5.6) 0.2 (19.2) 2,712
2014 3,030 (71.8) (1U) 0.1 . (88.7) 2,941

5~yr Average

10-yr Average

NPV@10.14%

1,603

1,161

16,015

(11.9)

(9.0)

114Ei.0)

0.0

(3.3)

(22.3)

0.1

4.0

25.5

(11.8)

(8.3)

(142.8)

1,585

1,753

15,932
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l:J

AEP SYSTEM
INTERIM ALLOWANCE AGREEMENT· MLR CASE

NTS
ONS)

Effect of
Interim Allowance Agreement Total

Base Internal External Consumed Revenue
Level Sales Sales Allowances Subtotal Reauirement

1995 5,241 (20.5) 0.0 3.4 {17.1} 5,230
1996 5,429 (29.5) 0.0 4.1 (25.4) 5,404
1991 5,650 (15.2) 0.0 5.1 (10.1 ) 5,640
1998 5,814 (14.9) 0.0 5.4 (9.5) 5,805
1999 5,998 (11.4) 0.0 5.7 (11.1) 5,986

2000 6,405 (12.4) (109.9) 35.7 (8G.6) 6,318
2001 6,668 (11.G) 0.0 32.1 20.5 6,689
2002 6,911 (8.1) 0.0 24.1 16.0 6,921
2003 1,215 (9.6) 0.0 20.6 11.0 1,226
2004 1,511 (12.2) 0.0 . 19.4 7.2 7,518

2005 7,801 (14.3) 0.0 18.5 4.2 7,805
2006 8,214 (11.G) 0.0 20.8 3.2 8,217
2007 8,628 (22.5) 0.0 25.2 2.7 8,631
2008 8,913 (22.6) 0.0 48.4- 25.8 8,939
2009 9,506 (42.9) 0.0 69.2 26.3 9,532

2010 9,882 (44.4) 0.0 73.1 29.3 9,911
2011 10,423 (59.3) (2.6) 61.9 0.0 10,423
2012 10,987 (G6.1) (19.0) 63.1 (22.0) 10,965
2013 11,311 (73.8) (18.1) 70.0 (22.5) 11,289
2014 12,015 (77.8) (36.4) 82.8 (31.4) 11,984

5·yr Average

10·yr Average

NPV@10.14%

5,628

6,285

59,048

(19.5)

(15.2)

(189.1)

.• 0.0

(11.0)

(73.7)

4.1

15.6

192.1

(14.8)

(10.6)

(70.7)

5,613

6,274

58,977
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C",'ITED OF A;\rERICA
FEDERA.L E~ERGY REGCLATORY CO;\l\nSSIO~

American Electric Power Service Corporation

NOTICE OF FILING

(date)

Docket ~o. ER96-__-000

Take notice that on (date), American Electric Power Sen'ice Corporation, on behalf of
Appalachian Power Company, Columbus Southern Power Company, ana Michigan Power
Company, Kentucky Power Company, and Ohio Power Company, (the Companies) tendered
for filing an amendment to the AEP System Interim Allowance Agreement. The purpose of the
amendment to the Agreement is to establish the allocation of costs and revenues related to the
sale or purchase of allowances to or from non-affiliated companies.

The AEP Companies request an effective date of September 1, 1996, but the Amendment
relates back to the effective date of the Agreement.

Copies have been served upon the state regulatory commissions in Indiana, Kentucky,
Michigan, Ohio, Tennessee, Virginia and West Virginia.

Any person desiring to be heard or to protest said filing should file a motion to intervene
or protest with the Federal Energy Regulatory Commission, 888 First Street, lA, Washington,
D.C. 20426, in accordance with Rules 211 and 214 of the Commission's Rules of Practice and
Procedure (18 CFR 384.211 and 18 CFR 385.214). Ail such motions or protests should be filed
on or before . Protests will be considered by the Commission in determining
the appropriate action to be taken, but will not serve to make protestant he proceeding.
Any person wishing to become a party must file a motion to intervene. of this filing are
on file with the Commission and are available for public inspection.

Lois D. Cashell, Secretary
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