COST ALLOCATION
MANUAL

As Of June 30, 2014

Corporate Accounting




The manual has been written to document AEP’s approach to cost
allocation and transfer pricing of affiliate transactions. Its
purposes are to

e provide an easily referenced source of information

e state and clarify policy

o Tormalize procedures

e provide a basis of communication between all employees concerning
cost allocation matters

e meet all regulatory requirements for maintaining a cost allocation

manual .

The contents of the manual have been approved by management.
Responsibility for adhering to the policies and procedures rests with
every employee.

The manual is maintained in the A-Z index of AEP Now, under “Cost
Allocation Manual”’. Maintenance of the documents incorporated in the
manual by reference is the responsibility of the individuals and

groups designated in the manual.

Errors in content and other requests for revision of this manual
should be directed to the attention of Kathy L. Messer/Donald W.
Roberts.

Rhoderick C. Griffin

Manager — Regulated Accounting

F. Scott Travis
Assistant Controller — Regulated Accounting

Utility General and Regulatory Accounting
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HOW TO USE THIS MANUAL

SUMMARY

DOCUMENT NUMBERING
SYSTEM

INDEXES

Alphabetic Subject

Locating a Document

Date
October 4, 2000

This Manual is divided iInto

TABS - major divisions within the manual
SECTIONS - divisions within a TAB
SUBJECTS - divisions within a SECTION.

Each document (i.e., subject) has a unique 6-
digit number. This number is divided into 3
sets of two digits which are separated by
dashes.

EXAMPLE: 05 — 03 — 02
TAB-SECT I10N-SUBJECT

The alphabetic subject index is the key to
this manual. It appears in the “Controls”
TAB following this document.

The alphabetic subject index (00-00-03) lists
every subject in this manual iIn alphabetical
order along with the document number at which
each subject may be located. To be able to
retrieve information, each subject (and
important captions within a subject) are
listed three or more ways in the index.

Document numbers appear in bold print on the
upper right corner of each page (see top of
this page). To locate a Subject:

1. Refer to the Alphabetic Subject Index
and locate the SUBJECT you need.

2. Note the Document Number indicated

EXAMPLE: 05-03-02
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Locating a Document
(Cont’d)

TABLE OF CONTENTS

FORMAT

DISTRIBUTION

AMENDMENTS

Amendment Record

Date
October 4, 2000

3. Locate TAB 5 of the manual and within
this TAB find SECTION 03 and SUBJECT 02.
Or, 1T you are viewing this manual
electronically using Acrobat Reader,
simply click on the subject line listed
in the table of contents.

The table of contents (00-00-01) i1s intended
to give a cover-to-cover overview of the
manual contents and organization. It lists
contents of a TAB to the SUBJECT level in
document number order. (Subjects are listed
alphabetically in the Alphabetic Subject
Index) .

The format followed for each TAB within this
manual may vary. Uniformity of format has
been attempted to the extent practicable.

The AEPSC Corporate Accounting Department is
solely responsible for the issuance, revision
and distribution of all copies of this manual
and database.

Revisions or additions to the manual will be
issued as required. |IFf practical, such
revisions and/or additions will be
accumulated and issued periodically as a
group. The date of the latest revision or
addition will appear at the bottom of the
page in the left-hand corner.

All users of this manual are urged to
contribute ideas and suggestions for
revisions to this manual.

An amendment record is kept of all revisions
to this manual. The amendment record appears
in the front of this manual as the first
document in the “Controls” SECTION.
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To aid retrievability, subjects are listed in two or more
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OVERVIEW (GENERAL)

SUMMARY

BUSINESS

ORGANIZATION CHART

AFFILIATE TRANSACTIONS

Date
September 10, 2009

American Electric Power Company, Inc. (AEP)
is a public utility holding company. It
has subsidiaries that conduct regulated
operations and non-regulated operations.

AEP is one of the United States” largest
generators of electricity and owns the
nation’s largest electricity transmission
system. AEP delivers electricity to
customers in eleven states: Arkansas,
Indiana, Kentucky, Louisiana, Michigan,
Ohio, Oklahoma, Tennessee, Texas, Virginia
and West Virginia.

Whol ly-owned subsidiaries are involved in
power engineering and construction services
and energy management.

The ownership relationship between AEP, its
subsidiaries, and their subsidiaries at
successive levels 1s captured In AEP’s
corporate chart.

AEP, 1ts subsidiaries and certain other
affiliates in the AEP holding company
system conduct capital (i.e., financial)
transactions among themselves. The
subsidiaries, in certain situations, also
perform services for one another.

Page
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OVERVIEW

SUMMARY

CORPORATE CHART

Date
September 16, 2010

American Electric Power Company, Inc. (AEP)
is a public utility holding company. It has
direct subsidiaries (first tier) and indirect
subsidiaries (second tier and lower).

A listing of the direct and indirect
subsidiaries of AEP, including domestic and
foreign subsidiaries, iIs contained In AEP’s
corporate organization chart.

Page
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CORPORATE CHART
SUMMARY American Electric Power Company, Inc. (AEP)

CORPORATE ORGANIZATION

is a public utility holding company. It has
no customers or employees nor does it own any
utility property. AEP does own common stock
of nine operating electric utility companies
and the common stock of AEP Utilities, Inc,
which 1n turn owns common stock of two
operating electric utility companies.

AEP also owns common stock of American
Electric Power Service Corporation (AEPSC)
and other domestic and foreign subsidiaries.

AEPSC is a management, professional and
technical services organization that provides
such services, at cost, to AEP, the operating
electric utility companies in the AEP System,
and other affiliated companies. Other AEP
subsidiaries provide power engineering,
energy consulting and energy management
services.

The following organization chart lists

CHART hierarchically all of the direct and indirect
subsidiaries of AEP. Company names are
indented to identify them as subsidiaries of
the company that i1s listed immediately above
them at the next tier. Some companies are
subsidiaries of more than one company. The
footnotes provide a general description of
the business conducted by each company.

00. American Electric Power Company, Inc. [Note A]

01. AEP Coal, Inc. [Note L]

02. AEP Kentucky Coal, LLC [Note L]

02. Snowcap Coal Company, Inc. [Note L]

01. AEP Credit, Inc. [Note R]

01. AEP Energy Supply LLC [Note N]

02. AEP C&l Company, LLC [Note W]

03. AEP Retail Energy Partners LLC [Note ]

04. BlueStar Energy Holdings, Inc. [Note ]

AEP Energy, Inc. [Note I]

Date

August 25, 2014
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05. BSE Solutions LLC [Note I]

06. BlueStar Energy S.A.C. [Note I]

05. BlueStar Energy S.A.C. [Note I]

03. AEP Texas Commercial & Industrial Retail GP, LLC [Note W]

04. AEP Texas Commercial & Industrial Retail Limited Partnership [Note W]

03. AEP Texas Commercial & Industrial Retail Limited Partnership [Note W]

03. REP Holdco, LLC [Note W]

04. Mutual Energy SWEPCO, LP [Note W]

04. REP General Partner, LLC [Note W]

05. Mutual Energy SWEPCO, LP [Note W]

02. AEP Energy Partners, Inc. [Note W]

02. AEP Generation Resources Inc. [Note E]

03. Cardinal Operating Company [Note E]

03. Central Coal Company (Inactive) [Note K]

03. Conesville Coal Preparation Company [Note M]

03. Ohio Franklin Realty, LLC [Note T]

01. AEP Fiber Venture, LLC [Note C]
02. AFN, LLC [Note C]
01. AEP Generating Company [Note E]
01. AEP Investments, Inc. [Note F]
02. Braemar Energy Ventures lll, LP [Note DD]
02. Columbus Collaboratory LLC [Note DD]
02. First Hydrogen, Inc [Note DD]
02. GridgEdge Networks, Inc. [Note DD]
02. Microcell Corporation [Note DD]
02. Powerspan Corp [Note DD]
02. Universal Supercapacitors, LLC [Note DD]
01. AEP Nonutility Funding LLC [Note AA]
01. AEP Pro Serv, Inc. [Note 1]
02. United Sciences Testing, Inc. [Note B]
01. AEP Resources, Inc. [Note H]
02. AEP Energy Services, Inc. [Note D]
03. AEP Energy Services Gas Holding Company [Note C]
02. AEP River Operations LLC [Note Y]
03. AEP Elmwood LLC [Note Y]
04. Conlease, Inc. [Note Y]
04. International Marine Terminals Partnership [Note Y]
05. IMT Land Corp [Note T]
03. MarineNet, LLC [Note Y]
01. AEP T&D Services, LLC [Note BB]
01. AEP Transmission Holding Company, LLC [Note P]

Date

Page
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02. AEP Transmission Company, LLC [Note P]

03. AEP Appalachian Transmission Company, Inc. [Note P]

03. AEP Indiana Michigan Transmission Company Inc. [Note P]

03. AEP Kentucky Transmission Company, Inc. [Note P]

03. AEP Ohio Transmission Company Inc. [Note P]

03. AEP Oklahoma Transmission Company, Inc. [Note P]

03. AEP Southwestern Transmission Company, Inc. [Note P]

03. AEP West Virginia Transmission Company, Inc. [Note P]

02. AEP Transmission Partner LLC [Note P]
03. Electric Transmission America, LLC [Note P]
04. Prairie Wind Transmission, LLC [Note P]
03. Electric Transmission Texas, LLC [Note P]
02. Electric Transmission America, LLC [Note P]
03. Prairie Wind Transmission, LLC [Note P]
02. Electric Transmission Texas, LLC [Note P]
02. PATH West Virginia Series [Note P]
03. PATH West Virginia Transmission Company, LLC [Note P]
04. PATH - WV Land Acquisition Company, LLC [Note T]
02. Pioneer Transmission, LLC [Note P]
02. Potomac-Appalachian Transmission Highline, LLC [Note J]
02. RITELine Indiana, LLC [Note P]
02. RITELine Transmission Development, LLC [Note P]
03. RITELine lllinois, LLC [Note P]
03. RITELIine Indiana, LLC [Note P]
02. Transource Energy, LLC [Note P]

03. Transource Missouri, LLC [Note P]

01. AEP Utilities, Inc. [Note O]

02. AEP Texas Central Company [Note J]
03. AEP Texas Central Transition Funding Il LLC [Note AA]
03. AEP Texas Central Transition Funding Ill LLC [Note AA]
03. AEP Texas Central Transition Funding LLC [Note AA]
02. AEP Texas North Company [Note J]
03. AEP Texas North Generation Company, LLC [Note E]
02. CSW Energy Services, Inc. [Note ]
03. Nuvest, LLC [Note U]
04. ESG Manufacturing, LLC [Note U]
02. CSW Energy, Inc. [Note S]

03. AEP Desert Sky GP, LLC [Note X]

04. Desert Sky Wind Farm LP [Note X]

03. AEP Desert Sky LP I, LLC [Note X]

04. Desert Sky Wind Farm LP [Note X]

Date

August 25, 2014
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03. AEP Wind Holding, LLC [Note X]

04. AEP Properties, LLC [Note X]

04. AEP Wind GP, LLC [Note X]

05. Trent Wind Farm, LP [Note X]

04. AEP Wind LP II, LLC [Note X]

05. Trent Wind Farm, LP [Note X]

01. AEP Utility Funding, LLC [Note O]
01. American Electric Power Service Corporation [Note B]
02. American Electric Power Foundation [Note FF]
01. Appalachian Power Company [Note J]
02. Appalachian Consumer Rate Relief Funding LLC [Note AA]
02. Cedar Coal Co. (Inactive) [Note K]
02. Central Appalachian Coal Company (Inactive) [Note K]
02. Central Coal Company (Inactive) [Note K]
02. Southern Appalachian Coal Company (Inactive) [Note K]
01. Franklin Real Estate Company [Note T]
02. Indiana Franklin Realty, Inc. [Note T]
01. Indiana Michigan Power Company [Note J]
02. Blackhawk Coal Company (Inactive) [Note J]
02. Price River Coal Company, Inc. (Inactive) [Note J]
01. Kentucky Power Company [Note J]
01. Kingsport Power Company [Note J]
01. Ohio Power Company [Note J]
02. Ohio Phase-In-Recovery Funding LLC [Note AA]
02. Ohio Valley Electric Corporation [Note E]
03. Indiana-Kentucky Electric Corporation [Note E]
01. Ohio Valley Electric Corporation [Note E]
02. Indiana-Kentucky Electric Corporation [Note E]
01. PowerTree Carbon Company, LLC [Note D]
01. Public Service Company of Oklahoma [Note J]
01. Southwestern Electric Power Company [Note J]
02. Arkansas Coalition for Affordable and Reliable Electricity, LLC [ACARE] [Note F]
02. Dolet Hills Lignite Company, LLC [Note L]
02. Oxbow Lignite Company, LLC [Note L]
02. Southwest Arkansas Utilities Corporation [Note T]
02. The Arklahoma Corporation [Note P]
01. Wheeling Power Company [Note J]

Date

August 25, 2014
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Document
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01-02-02

Manual Organization Chart
Subject
CORPORATE CHART
Notes:
A. Public utility holding company.
B. Management, professional and technical services.
C. Telecommunications.
D. Broker and market energy commaodities.
E. Generation.
F. Investor in companies developing energy-related ideas, products and technologies.
G. Distributed generation products.
H. International energy-related investments, trading and other projects.

. Non-regulated energy-related services and products.

Domestic electric utility.

. Mining (inactive).

Mining (active).

. Coal preparation.

. Inactive.

. Subsidiary public utility holding company.

Electric transmission.

. Leasing.

. Accounts receivable factoring.

. Independent power.

. Real estate.

J.
K
L.
M
N
o
P.
Q
R
S
T
U

. Staff augmentation to power plants.

V.

Retail energy sales.

W. Marketing of natural gas, electricity or energy-related products.

X.

Wind Power Generation.

Y.

Barging Services

AA. Finance Subsidiary

BB. Energy services including operations, supply chain, transmission and distribution

CC. Gas pipeline and processing

DD. Domestic energy-related investments, trading and other projects

EE. Trust

Date

August 25, 2014
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CORPORATE CHART

FF. Nonprofit
GG Variable Interest Entity (VIE) * See Footnote below

Variable Interest Entity (VIE) In accordance with generally accepted
accounting principles, no costs are allocated to this entity.

Date Page
August 25, 2014 ‘ 6
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Document

Number 01-03-01

Section

Affiliate Transactions

Subject

OVERVIEW

SUMMARY

AEPSC Services Rendered

INTERCOMPANY PRODUCTS
AND SERVICES

MONEY POOL

RESEARCH AND DEVELOPMENT

Date
February 18, 2008

The electric utilities in the AEP holding
company system conduct transactions with
each other, American Electric Power Service
Corporation (AEPSC) and their non-regulated
affiliates.

AEPSC provides management, technical and
professional services to other companies
within the AEP holding company system.

01-03-02

The electric utility companies provide
products and services to each other and iIn
certain cases they provide products and
services to non-regulated affiliates and
receive products and services from non-
regulated affiliates.

01-03-03

The operation of the AEP Utility and Non-
utility Money Pool i1s designed to match, on
a daily basis, the available cash and
borrowing requirements of its participants,
thus minimizing the need to borrow from
external sources.

01-03-04

Research and development (R&D) activities
are generally performed by AEP System
companies on a shared basis. AEPSC manages
most R&D projects.

01-03-05

Page
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Number 01-03-01

Section

Affiliate Transactions

Subject

OVERVIEW

FINANCIAL TRANSACTIONS

INTELLECTUAL PROPERTY

CONVENIENCE PAYMENTS

Date
February 18, 2008

The AEP System companies, although legally
separated, operate on an integrated basis,
as permitted by law and regulation.

Financial transactions are conducted on a

regular basis in support of the iIntegrated
activities.

01-03-06

Revenues derived from non-associates for the
resale and licensing of property protected
by copyright, patent or trademark laws are
shared among AEP affiliates and regulated
by the Federal Regulatory Commission (FERC)

under the Public Utility Holding Company
Act of 2005.

01-03-07

Payments made for the convenience of another
associate company within the AEP System
need to be kept to a minimum and be

reimbursed immediately to the paying
company .

01-03-08

Page
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Document

Number 01'03'02

Section

Affiliate Transactions
Subject

SERVICES RENDERED BY AEPSC

SUMMARY

SUMMARY OF AEPSC
SERVICES

The services provided by AEPSC are regulated
by the Federal Energy Regulatory Commission
(FERC) under the Public Utility Holding
Company Act of 2005.

The following table provides a listing of
services AEPSC provides to affiliate
companies:

GROUP/FUNCT ION DESCRIPTION

Audit Services Internal audit ser-
vices related to
operational,
financial, contract,
customer accounting,
information
technology, stores,
and other business
functions.

Business Logistics Travel, land,
facilities, fleet,
equipment management,
general procurement
and other support
services.

Chairman Services provided by
the office of the
chairman.

Commercial Operations | Capture maximum value
for surplus
generation and secure
competitive, low-cost
supplies from the
market to meet the
needs of the AEP
System. Operational
analyses, responsible
for decision support
modeling, dispatch
pricing, and position
reporting. Manage

and administer non-

Date
August 25, 2014
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Affiliate Transactions

Document

Number 01'03'02

Subject

SERVICES RENDERED BY AEPSC

GROUP/FUNCT ION

DESCRIPTION

affiliated gas
marketing.

Corporate Accounting

Specialized
accounting, tax and
other financial
services related to
corporate
development. Tax
research,
consultation and
compliance at local,
state and federal
levels.

Corporate
Communications

Corporate
communications
externally to
customers,
shareholders and the
public, and intern-
ally to employees.

Corporate Human
Resources

Administration and
coordination of
employee benefit
plans, payroll
processing, employee
records, labor
relations, certain
employee & management
training, centralized
processing of medical
benefit claims, and
human resource
management.

Corporate Planning
and Budgeting

Strategic planning
and economic analysis
of capital budgeting
and operational
decisions.

Customer and
Distribution Services

Mapping services,
project management,

Date

August 25, 2014
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01-03-02

Subject

SERVICES RENDERED BY AEPSC

GROUP/FUNCT ION

DESCRIPTION

design and
development of
construction
projects, drafting
and engineering
services, contract
administration,
forestry, and
planning services.

Electric Transmission
Texas

Includes, among other
items, management
support of all areas
of Texas
Transmission.

Environment and
Safety

Support of
environmental and
safety concerns.

Federal Affairs

Monitors and
participates in
rulemakings and other
public policy
discussions at
various federal
agencies.

Finance, Accounting
and Strategic
Planning
Administration

Support of system
wide budgeting and
reporting tools,
financial and
resource planning,
regulatory and rate
analysis, tracking
and monitoring of
construction/capital
investments.

Fossil and Hydro
Generation

Provide power plants
with engineering and
technical resources
necessary to manage
day-to-day operations
issues affecting unit

Date

August 25, 2014
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Document

Number 01'03'02

Subject

SERVICES RENDERED BY AEPSC

GROUP/FUNCT ION

DESCRIPTION

reliability,
availability, and
equipment
performance.

Regulated Commercial
Operations

Manage fuel
procurement and
related
transportation and
handling activities.

Generation
Administration

Services provided by
the Generation
Administration.

Generation Business
Services

Business support
services for
operation and
maintenance of AEP
generating assets.

Generation
Engineering and
Technical Services —
Engineering Project
Field Services

Administration of all
generation assets:
fossil, hydro, and
engineering technical
& environmental
services

Information
Technology

Information
processing, business
unit support,
application
development, client
computing and
technical software
support and EAS
solutions and
telecommunication
operations.

Legal General Counsel
Administration

Legal counsel and
public/regulatory
policy for questions,
issues, cases, etc.
for all aspects of
the AEP System.

Date

August 25, 2014
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Number 01'03'02

Subject

SERVICES RENDERED BY AEPSC

GROUP/FUNCT ION

DESCRIPTION

Nuclear Generation

Administration of all
nuclear generation
assets.

Regulatory Services

Support of system
wide regulatory and
rate analysis.

Risk and Strategic
Initiatives

Coordination of risk
assessment, credit
risk management and
insurance coverage.

Transmission
Administration

Services provided by
Transmission
Administration.

Transmission
Engineering and
Project Services

Coordinates
engineering and
design of all
transmission line and
project stations and
coordinates
activities required
for the successful
installation of
transmission line and
transmission/distribu
tion station
facilities.

Transmission Joint
Venture Projects

Responsible for the
management support of
all areas of
Transmission Joint
Venture projects.

Transmission Projects

Responsible for the
management support of
all areas of
Transmission
projects.

Transmission

Responsible for the

Date

August 25, 2014
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Subject
SERVICES RENDERED BY AEPSC
GROUP/FUNCTION DESCRIPTION
Reliability safe, reliable, and
Compliance cost effective
operation of AEP"s
transmission assets.
Transmission Strategy | Responsible for
and Business developing and
Development executing
transmission strategy
and business plans iIn
alignment with AEP"s
corporate strategy.
Transmission System Responsible for the
and Region Operations | operation of AEP"s
transmission
Operations.
Treasury and Investor | Cash management,
Relations financing, and
investment services.
Utility Operations Distribution
Business Services operations, customer
and regulatory
relationships.
Utility Operations Distribution
East operations, customer
and regulatory
relationships.
Utility Operations Distribution
West operations, customer
and regulatory
relationships.
Date

August 25, 2014
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Affiliate Transactions

Document
Number

01-03-03

Subject

Intercompany Products and Services

SUMMARY

PRODUCTS AND SERVICES
PROVIDED BY REGULATED
UTILITIES TO NON-
REGULATED AFFILIATES

Date
August 27, 2014

The non-tariffed products and services
provided by AEP”’s regulated utilities to
affiliate companies and vice versa are
governed by written agreements between and
among the companies (see TAB 04 in this

manual) .

The following tables describe the

nature of the various transactions that are
conducted with affiliates In three

categories:

e products and services provided
by regulated utilities to non-
regulated affiliates

e products and services provided
to regulated utilities by non-
regulated affiliates

e products and services provided
by regulated utilities to each

other.

The following table describes the nature
of products and services provided by the
AEP System’s regulated utilities to non-

regulated affiliates:

CATEGORY

DESCRIPTION

Facilities Management

Construct, operate
and maintain
equipment, approval
of outside contracts
& monitoring work of
contractors.

Pole Attachments

Lease poles and
towers for
communication and
other purposes.

Customer Accounting

Service, administer,
and collect
receivables sold to
AEP Credit, Inc.

Page
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Subject

Intercompany Products and Services

CATEGORY

DESCRIPTION

Land Management

Provide consulting
services related to
the buying and
selling of real
estate; including
site appraisals and
site maintenance
services.

Corporate Services

Provide office space,
furnishings, and
equipment. Provide
consulting services
related to
maintenance of owned
and leased
facilities.

Building Space and
Office Services

Bill rent and
carrying charges for
building space
occupied.

Equipment Rentals

Lease short-term
equipment rentals.

Materials and
Supplies (inventory
transfers)

Provide materials
from storerooms.
Charges include the
cost of the materials
and supplies and
appropriate stores
overheads. Stores
overheads include
costs associated with
purchasing and
maintaining the
materials and
supplies inventory.

Telecom Communication
Services &
Maintenance

Effective January 1,
2014, AEP Generation
Resources (AGR) has
contracted with Ohio
Power Company (OPCo)

Date
August 27, 2014
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Document
Number

01-03-03

Subject

Intercompany Products and Services

PRODUCTS AND SERVICES
PROVIDED TO REGULATED
UTILITIES BY NON-

REGULATED AFFILIATES

Date
August 27, 2014

CATEGORY

DESCRIPTION

to provide bandwidth,
local phone service
and maintenance
services on
telecommunication
equipment owned by
AGR. These services
provided by OPCo will
be billed to AGR at
the higher of cost or
market, in compliance
with the asymmetric
pricing rules.

The following table describes the nature of
products and services provided to the AEP
System’s regulated utilities by non-

regulated affiliates:

CATEGORY

DESCRIPTION

Water Transportation
and Coal Handling

Provide barging and
services at transfer
terminals and other
coal handling
facilities.

Railcar Usage

Usage of railcars by
other companies.

Coal Handling

Provides trans-
loading services at
Cook Terminal.

Testing Services

USTI provides
environmental testing
services to our
generation
facilities. These
services provided by
USTI will be billed
to the regulated
generation facilities
at the lower of cost

Page
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Document
Number

01-03-03

Subject

Intercompany Products and Services

PRODUCTS AND SERVICES
PROVIDED BY REGULATED
UTILITIES TO EACH
OTHER (Including Coal
Mining Subsidiaries)

Date
August 27, 2014

or market, 1In
compliance with the
asymmetric pricing
rules.

The following table describes the nature of
products and services provided by the AEP
System’s regulated utilities to each other:

CATEGORY

DESCRIPTION

Materials and
Supplies (inventory
transfers)

Materials supplied
from company
storerooms shall
include the material
cost and stores
overheads. Overheads
include costs
associated with
purchasing and
maintaining materials
and supplies
inventory.

Equipment Maintenance

Provide personnel and
services to perform
regular and emergency
equipment repairs
(primarily for
operating plant
equipment).

Simulator Training

Provide personnel and
facility to train
power plant personnel
on the operation of
1300 MW units.

Building Space and
Office Services

Billing of rent and
carrying charge for
burlding space
occupied.

Water Transportation,
Coal and Consumables

Provide barging and
services at transfer

Page
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Subject

Intercompany Products and Services

CATEGORY

DESCRIPTION

Handling, and Gypsum

terminals and other
coal handling
facilities.

Railcar Maintenance

Billing for routine
inspection and repair
work on railcar hopper
fleet.

Railcar Usage

Usage of railcars by
other companies.

Mining (including
mine shutdown costs)

Affiliated companies
mine and provide coal
and lignite to
electric utilities on
a cost reimbursement
basis.

Interconnection
Agreement (power
purchases and sales)

Sharing of power
production and off-
system sales and
purchases among AEP
System generating
companies.

Emission Allowances

Sharing of emission
allowances and
associated costs and
benefits (including
sales and purchases
with non-affiliated
parties).

Emergency Assistance

Provide personnel to
restore electric
service interrupted by
natural disasters.

EHV Transmission
System

Sharing of costs
incurred regarding the
ownership, operation
and maintenance of
AEP’s extra-high
voltage (EHV) trans-
mission system.

Date
August 27, 2014
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Subject

Intercompany Products and Services

CATEGORY DESCRIPTION
Energy Distribution Provide personnel and
System services to perform

engineering, metering,
drafting, line work,
customer services,
right-of-way
maintenance work,
design of construction
projects, contract
administration and
administrative
planning.

Energy Transmission Provide personnel and
services to perform
transmission line
work, protection &
control, and station
and engineering work.

Energy Delivery Provide personnel and

Support services to perform
measurements,
telecommunications,

forestry and real
estate work.

Administrative Provide personnel and
Support services to perform
environmental,
governmental affairs,
fleet management,
burlding services and
mail services.

Hydro Plant Provide supervision,
maintenance and
operation of hydro
plant and associated
facilities.

Joint Facilities Share costs of
operations and
maintenance of jointly
owned facilities
(primarily generating

Date
August 27, 2014
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Subject

Intercompany Products and Services

CATEGORY

DESCRIPTION

plants and HVDC
transmission
facilities).

Capitalized Spare
Parts

Capitalized spare
parts are sold by the
utilities to each
other at cost.

Coal Supply

Sale of Coal to the
operating companies.

Waste Disposal

Provide waste handling
and landfill services

Consumables Handling

Provide Services for
transloading UREA.

Coal Handling

Provides trans-loading
services at Cook
Terminal.

Transmission Training

Provide transmission
employees with
training.

Date
August 27, 2014
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Section

Affiliate Transactions
Subject

MONEY POOL

SUMMARY

AUTHORITY

PARTICIPANTS

AGENT

FUNDING ENTITIES

Date
February 14, 2014

The AEP System Utility Money Pool and the AEP
System Nonutility Money Pool are arrangements
structured to meet the short-term cash
requirements of their participants. The
operation of the two Money Pool arrangements
is designed to match, on a daily basis, the
available cash and borrowing requirements of
participants, thereby minimizing the need to
borrow from external sources.

The AEP System Utility Money Pool and the AEP
System Nonutility Money Pool operate
consistently with the terms and conditions of
their respective agreements. The AEP System
utility Money Pool Agreement i1s filed with
the Federal Energy Regulatory Commission
(FERC).

The AEP System Utility Money Pool
participants are certain of AEP regulated
direct and indirect subsidiaries as well as
certain nonutility subsidiaries. The AEP
System Nonutility Money Pool Agreement
participants are certain of AEP unregulated
direct and indirect subsidiaries. Each
participant may withdraw any of its funds
from the respective Money Pool to which i1t
belongs at any time upon notice to American
Electric Power Service Corporation (AEPSC).

AEPSC acts as the administrative agent of the
utility and Nonutility Money Pools, and is a
participant in the Utility Money Pool.

AEP may engage i1n various types of short-term
financings to fund the daily needs of the
money pools. AEP Utilities (formerly Central
and South West Corporation) may engage iIn
various types of short-term financings to
fund the daily needs of the Utility Money
Pool only.

Page
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Section

Affiliate Transactions
Subject

MONEY POOL

FUNDING ENTITIES
(Cont’d)

RULES

PROCESS

Date

February 14, 2014

AEP Utility Funding LLC was formed to fund
the Utility Money Pool and AEP Nonutility
Funding LLC was formed to fund the Nonutility
Money Pool. Any funds transferred to the
Money Pool will flow through the applicable
Funding LLC. The Utility Funding LLC may
obtain funds from external sources, AEP or
AEP Utilities. The Nonutility Funding LLC
will obtain its funds from AEP. The Funding
LLCs are solely financial conduits.

American Electric Power Company, Inc. (AEP),
AEP Utilities, Inc. (AEP Utilities), AEP
utility Funding LLC, and AEP Nonutility
Funding LLC will not borrow funds from the
utility or Nonutility Money Pools or their
participants.

Participants in the Nonutility Money Pool
will not engage in lending and borrowing
transactions with participants of the Utility
Money Pool.

Each participant, except AEP and AEP
Utilities, AEP Utility Funding LLC, and AEP
Nonutility Funding LLC has the right to
borrow from its respective Money Pool from
time to time, subject to the availability of
funds and other limitations. No participant
is obligated to borrow from its respective
Money Pool 1f lower cost funds can be
obtained from its own external borrowing.

Available funds iIn the treasuries of the
participants in the individual Utility and
Nonutility Money Pools are individually
“pooled” together. Within each money pool
the cash position of each Money Pool

Page
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Number 01'03'04

Section

Affiliate Transactions
Subject

MONEY POOL

Date

February 14, 2014

participant is determined on a daily basis.
The pooled funds are either loaned to other
participants within the pool or iInvested iIn
short-term cash instruments.

IT the cash needs of the Utility and/or
Nonutility Money Pools exceed the pooled
funds, additional funds are raised through
external borrowings from the sale of
commercial paper notes as well as certain
other means to the extent permitted by law
and regulatory orders.

A daily interest rate is calculated for each
money pool and applied to all participant
borrowings and investments.

The iInterest rate for the Utility Money Pool
i1s the composite weighted-average daily
effective cost incurred by AEP, and/or AEP
utilities and/or AEP Utility Funding LLC for
short-term borrowings from external sources
or an equivalent rate when there i1s no
external borrowing.

The iInterest rate for the Nonutility Money
Pool 1s the composite weighted-average daily
effective cost incurred by AEP for short-term
borrowings from external sources or an
equivalent rate when there is no external
borrowing, plus a margin if the Participant’s
internal credit rating is lower than that of
the Leading Parties.

IT surplus funds exist i1n the treasuries of
the Utility and/or Nonutility money pools, an
external i1nvestment is made on behalf of the
respective money pool with the surplus.

Interest income related to external
investment of surplus funds is calculated
daily and allocated back to the lending

Page
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MONEY POOL

participants based on their relative
contribution to the surplus.

Money Pool participants are also charged a
pro rata cost of certain expenses associated
with their borrowing program, including fees
associated with bank lines of credit, rating
agencies, and the issuing and paying agent.
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Section

Affiliate Transactions
Subject

RESEARCH AND DEVELOPMENT

SUMMARY

PROCEDURE

Non-Productive Pay

Fringe benefits
Procedure

Date
September 17, 2010

Research and development (R&D) projects are
generally managed by AEPSC on behalf of other
AEP System companies. The services performed
by AEPSC are billed to the respective parties
through the AEPSC billing system. Every
shared project is billed using one of the
approved Allocation Factors (see the Appendix
to this manual for a complete list of
approved Allocation Factors).

In many cases, an AEP System operating
company provides the site for conducting the
R&D activity and/or procures the equipment
and materials needed to conduct the research.
In these cases, the operating company acts as
the lead company for all other participants
and is responsible for the payment of all
costs 1t incurs on behalf of the other
participants.

The costs incurred by the lead company are
shared with and billed to the other AEP
participants through a separate R&D
accounting and billing process. The R&D
accounting and billing process uses the same
Allocation Factor for each project that AEPSC
uses to bill its support costs.

Operating company billings for R&D are
performed on a fully-allocated cost basis
(i.e., the billings include both direct and
indirect costs).

The cost of employee vacations, holidays,
jury duty and other paid absences are accrued
and loaded on to labor dollars.

The cost of fringe benefits such as pension
expense i1s loaded on to labor dollars.
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Subject

RESEARCH AND DEVELOPMENT

A&G OVERHEADS

Direct Costs

BILLING

Date
September 17, 2010

Administrative and general (A&G) overheads
are loaded to R&D projects in the R&D
accounting and billing process based on the
labor dollars charged to each project.

All direct costs of a R&D project, including
productive labor, are captured along with the
indirect costs described above.

The lead company of any shareable R&D project
will bill its associates their respective
share of the incurred R&D costs. The costs
billed to the associate companies will be
exclusive of any costs that are incurred by
AEPSC since such costs are appropriately
allocated through the AEPSC work order
billing system. The lead company will retain
its share of any incurred costs.
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01-03-06

Section

Affiliate Transactions
Subject

FINANCIAL TRANSACTIONS

SUMMARY

FINANCIAL TRANSACTIONS

Date
August 16, 2006

The AEP System companies, although legally
separated, operate on an integrated basis as
permitted by law and regulation. Financial
transactions are conducted on a regular basis
in support of the iIntegrated activities.

The following table provides a summary of the
primary financial transactions the AEP System
companies conduct with each other that are
not covered elsewhere in this Section of this
manual :

CATEGORY DESCRIPTION

Loans Debt obligations.

Capital Contributions | Common stock purchases
as well as paid-in

capital transactions.

Accounts Receivables
Factoring

AEP Credit, Inc.
(formerly CSW Credit,
Inc.) buys the
accounts receivables
of certain of the
electric utility
affiliates.

Credit line fees are
shared among AEP
System companies.

Credit Line Fees

Dividend Payments Dividend payments are
made by subsidiaries
to theilr parent

companies.

Real and Personal
Property

Title to and/or rights
in real or personal
property acquired and
held by an AEP
affiliate as Agent for

another AEP affiliate.
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CATEGORY DESCRIPTION

Employee Loans, When an employee
Accrued Compensation, | transfers from one AEP
Employee Relocation company to an

Expenses and Other affiliate, the
Employee-Related receiving company pays
Items the employee’s

relocation expenses.
In addition, any
amounts due to or from
the employee are
transferred to the
receiving company from
the sending company.

Money Pool An arrangement
designed to match the
available cash and
borrowings
requirements of
participants to
minimize the need for
external borrowings.

NOTE: Also see Document Numbers 01-03-04, 0O1-
03-05 and 01-03-08 for a discussion of the
AEP Money Pool, Research & Development cost
sharing and Convenience Payments,
respectively.

Date Page
August 16, 2006 %,
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Number 01-03-07

Section

Affiliate Transactions

Subject

INTELLECTUAL PROPERTY

SUMMARY

TERMS AND CONDITIONS
FOR USE OF INTELLECTUAL
PROPERTY BY AEP PRO SERV

TERMS AND CONDITIONS FOR
THE USE OF INTELLECTUAL
PROPERTY DEVELOPED BY
AEP PRO SERV.

Date
March 27, 2009

AEP Pro Serv, Inc. has entered iInto
agreements with American Electric Power
Service Corporation (AEPSC) and certain
electric utility subsidiaries within the
AEP System. These agreements, among other
things, extend to the resale and licensing
of property protected by copyright, patent
or trademark laws (herein referred to as
intellectual property).

IT AEP Pro Serv sells or licenses to non-
affiliates intellectual property developed
by AEPSC or any other AEP System company,
such companies shall receive a percentage of
the net profits and AEP Pro Serv will
receive a commission by having AEP Pro Serv
pay the AEP System company that developed
the intellectual property the amounts noted
in the following table:

REVENUE SHARING PROVISIONS

1. 70% of the revenues from the
intellectual property until the AEP
System company that developed the
intellectual property recovers its
programming and development costs; and

2. 20% of such revenues thereafter.

Intellectual property developed by AEP Pro
Serv will be made available to all
associates in the AEP holding company system
without charge, except for actual expenses
incurred by AEP Pro Serv in connection with
making such intellectual property so
available.
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SERVICE CORPORATION CONVENIENCE PAYMENTS

SUMMARY

AEP POLICY

REPORTING REQUIREMENTS

Date
June 30, 2010

American Electric Power Service Corporation
(AEPSC) provides services to other companies
in the AEP Holding Company System. To the
extent possible, the expenditures incurred by
AEPSC should pertain exclusively to the
services it performs.

AEP’s policy is to minimize AEPSC convenience
payments. However, In some situations, AEPSC
makes payments on behalf of other System
companies as a matter of convenience.
Generally, these convenience payments are
made In an emergency situation or for cost-
saving or timesaving purposes. The requester
must recommend an allocation method for any
Convenience Payment that pertains to two or
more companies.

The distribution of the convenience payment
among the appropriate companies will be
provided by either the requester of the
convenience payment or by AEPSC personnel
acting on behalf of the requester. The
distribution of the convenience payment can
be provided on the face of the Invoice to be
paid, based upon anticipated benefits to be
derived by the appropriate companies, or
based upon existing AEPSC allocation methods.
The most appropriate and/or reasonable method
will be used for each specific convenience
payment based on the type of transaction.

Annually AEPSC is required to report the
amount paid during the past calendar year for
convenience payments. The required
information must be included in AEPSC’s
annual report that i1s Tiled with the Federal
Energy Regulatory Commission (FERC)on FERC
Form 60.
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Introduction

Subject

OVERVIEW (GUIDELINES)

SUMMARY

CORPORATE

FEDERAL REGULATION

STATE COMMISSION RULES

Date
September 16, 2010

AEP has internal (i.e., Corporate) guide-
lines for cost allocation and inter-company
billings. Federal and state authorities,
either through legislation or formal rule
making, have established cost allocation
methods and affiliate transaction
requirements.

AEP has established corporate policies and
procedures for cost allocation and billing.
Its cost allocation process includes both
direct costs and indirect costs. Its
inter-company billing process includes both
direct billings to a single company and
shared billings to a group or class of
companies.

The Federal Energy Regulatory Commission
(FERC) regulates the AEP System’s cost
allocation process as well as the
transactions that take place among the AEP
System companies. AEP prices all
transactions among the affiliate companies
in the AEP System iIn accordance with the
“at cost” standard, which was carried
forward by the FERC under the PUHCA 2005.

AEP’s eleven state commissions, to some
degree, have established rules and
regulations or other requirements relative
to AEP’s cost allocation practices and
affiliate transactions. State commission
authority iIn these areas, for the most
part, i1s based on their authority to
establish rates for retail customers.
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OVERVIEW

SUMMARY

COST ALLOCATION POLICIES
AND PROCEDURES

THE COST ALLOCATION
PROCESS

COST POOLING AND COST
ASSIGNMENT

ACCOUNT DESIGNATIONS

Date
September 16, 2010

AEP’s internal guidelines applicable to
cost allocations are designed to result in
a fair and equitable allocation of costs.
Policies and procedures have also been
formulated to meet regulatory standards
both for cost allocation and affiliate
transactions.

Each AEP subsidiary maintains separate
books and records. Transactions are coded
and processed in a manner that meets all
regulatory requirements. Proper audit
trails are maintained so that costs can be
traced from source documents all the way
through the applicable accounting and
billing systems.

02-02-02

Unless otherwise exempted, the AEP
companies allocate costs between regulated
and non-regulated operations, on a fully-
distributed cost basis. Fully-distributed
costs include all direct costs plus an
appropriate share of indirect costs.

02-02-03

Indirect costs are pooled and assigned to
multiple companies or company segments in
accordance with the relative benefits
received or by other equitable means.

02-02-04

The operation and maintenance expense
accounts in the Federal Energy Regulatory
Commission’s (FERC’s) uniform system of
accounts break functionally between
regulated and non-regulated expenses.
Certain administrative and general expenses
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OVERVIEW

ACCOUNT DESIGNATIONS
Cont”d)

Date

September 16, 2010

include costs that can be attributed to
both regulated and non-regulated
activities. Some of AEP’s generation has
been restructured as a competitive
activity, and therefore, the power
production accounts in the FERC’s system of
accounts become non-regulated accounts.

02-02-05
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COST ALLOCATION POLICIES AND PROCEDURES

SUMMARY

POLICIES AND PROCEDURES

Basic Goal

Date
April 8, 2008

Cost allocation is the process of assigning a
single cost to one or more company Or company
segments on the basis of the relative
benefits received or other equitable basis.
This document summarizes the underlying cost
allocation policies and procedures that are
applied on a corporate-wide basis by all AEP
companies.

AEP”s cost accounting and cost allocation
policies and procedures shall not result in
any cost subsidies among or between regulated
and non-regulated operations. Unless
otherwise exempted, all affiliate
transactions for services or products will be
conducted at fully allocated cost. For the
transfer of capital assets, fully allocated
cost shall equal the net book value of the
capital asset.

The term “affiliate transactions” refers to
all transactions between the utility and any
separate affiliate company, both regulated
and non-regulated, including all transactions
between a utility’s regulated operations
(above-the-line) and non-regulated operations
(below-the-line).

The basic goal of AEP’s cost allocation
policies and procedures are threefold:

e to ensure a fair and equitable
distribution of costs among all
benefiting parties

e to meet pertinent regulatory
requirements

e to minimize the time and expense
needed to record, audit and report
transactions.
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COST ALLOCATION POLICIES AND PROCEDURES

Separate Books and
Records

Accounting Transactions

Cross-Subsidies

Cost Allocation

Audit Trail

Date
April 8, 2008

Each subsidiary of AEP shall maintain
separate books and records and make maximum
use of common accounting and business systems
without violating any federal or state
imposed code of conduct provisions relative
to sensitive customer or non-public
information.

All financial accounting transactions will be
recorded iIn accordance with corporate
accounting policy using the appropriate
chartfield values for each transaction. Each
transaction will be recorded iIn accordance
with the FERC Uniform System of Accounts as
applicable to each subsidiary or affiliate.

AEP”s cost accounting and cost allocation
methods or procedures shall not result In any
cost subsidies among or between regulated and
non-regulated operations.

Factors to be considered in the Allocation of
individual items of cost include, among other
things:

e the relationship of the individual
cost to the benefiting company or
company segments

e generally accepted accounting
principles

e best practices

e regulatory principles

e reasonableness of results

A key requirement for allocating costs for
affiliate transactions iIs the maintenance of
adequate audit trails. The following audit
trail standards shall be maintained for all
transactions:
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COST ALLOCATION POLICIES AND PROCEDURES

Transfer Pricing of
Affiliate Transactions

Date
April 8, 2008

e vendor invoices, employee time
records and expense accounts, general
ledger journal entries and similar
documentation will be available and
accessible to adequately support the
accuracy and validity of individual
transactions

e all supporting documentation will be
retained in accordance with the
applicable regulatory requirements
for records retention

e all posting to the providers’
books of account or summary ledgers
will be identifiable with the
individual transactions that make up
the total amount of the posting.

The predominant pricing standard among AEP’s
various regulatory jurisdictions for
affiliate transactions is “fully-allocated
cost.” However, In certailn jurisdictions and
instances, the substantiation of market
prices may be required because of state code
of conduct or other rules or regulations.

For billing purposes, non-tariff products and
services either purchased by or sold by one
of AEP"s regulated utilities will be priced
at “fully-allocated cost”.

In the case of products and services, “fully-
allocated cost” approximates market value in
most situations since the parties are simply
sharing costs that reflect current market
prices.

For the transfer of capital assets between an
AEP regulated utility and an affiliate,
“fully-allocated cost” shall equal the net
book value of the asset (i.e., original cost
less depreciation).
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COST ALLOCATION POLICIES AND PROCEDURES

ACCESS TO BOOKS AND
RECORDS

Date
April 8, 2008

All lawful requests by regulators to

obtain access to the books and records of an
affiliate of a regulated utility for the
purpose of setting the utility’s cost-based
rates shall be honored in a timely manner.
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THE COST ALLOCATION PROCESS

SUMMARY

DIRECT COSTS

INDIRECT COSTS

COMMON AND JOINT COSTS

COST EXAMPLES

BASIC PROCESS

Date
December 19, 2000

AEP allocates costs to regulated and non-
regulated operations on a fully-distributed
cost basis. Fully distributed costs include
all direct costs plus an appropriate share of
indirect (and common) costs.

Direct costs can be i1dentified with a
particular activity and can be incurred on
behalf of one or more companies or
affiliates.

Indirect costs cannot be identified with a
particular activity and must be charged to
the appropriate activity or activities to
which they relate using relevant cost
allocators. Indirect costs include, but are
not limited to, corporate or business unit
overheads, general and administrative
overheads, and certain taxes.

Common and joint costs, as distinguished from
indirect costs, are costs that are of joint
benefit between regulated and non-regulated
business operations. These costs can include
both direct and indirect costs.

The following table provides examples of the
expenses included in each cost category:

Direct Direct labor; direct materials
costs

Indirect | Board of Directors” fees; FICA
costs tax; interest expense; other

elements of Internal Support Costs
and departmental overhead.

Common Depreciation or rent expense on
costs shared buildings; the expenses
incurred In operating a common
payroll system

AEP allocates costs among regulated and non-
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THE COST ALLOCATION PROCESS

BILLINGS TO AFFILIATES

Date

December 19, 2000

regulated business operations following three
basic steps:

1.

To the maximum extent possible, within
reasonable cost benefit standards, costs
are collected and classified on a direct
charge basis.

All costs, both direct and indirect, are
attributed to activities (i1.e.,
projects, products or services) which,
by their very nature, are regulated,
non-regulated, common or joint.

The costs of common or joint activities
are allocated using either an output
measure of the activity performed or the
primary cost driver (or a relevant proxy
in the absence of a primary cost
driver).

Any costs incurred for the benefit of only
one client or affiliate are billed 100% to

that

client or affiliate.

Any costs incurred for the benefit of more

than

one client or affiliate are billed to

the clients or affiliates for which the
related service was performed using cost-
causative allocation factors of the nature
described in Step 3 of the basic allocation
process (see above). For example, the cost
accumulated for processing payroll is
allocated and billed based on the ratio of

each

client’s or affiliate’s number of

employees to the total number of employees of
all clients or affiliates receiving the
service.
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COST POOLING AND COST ASSIGNMENT

SUMMARY The financial accounting systems used by the
AEP System companies are designed to pool
allocable costs in a manner that leads to a
fair and equitable distribution of costs
among all affiliated companies and between
regulated and non-regulated operations.

UNDERLYING PRINCIPLE The underlying principle in cost allocation
is that the results must be fair and
equitable. To meet this standard, the
results must be reasonable and take into
account the relative benefits received from
each cost pool.

POOLING METHODOLOGY In order to perform fair and equitable cost
allocations, AEP’s financial accounting
systems are designed to capture and pool
costs at three basic levels:

e direct costs are costs which can be
specifically assigned to final cost
objectives;

e common or joint costs are costs which
apply to more than one cost objective
and can be attributed to them in
reasonable proportion to the benefits
received; and

e overhead costs relate to the overall
operations of the business and, as
such, have no direct relationship to
any particular cost objective.

Sub-Pools Common and joint costs along with overhead
costs are further accumulated In various cost
groupings (sub-pools). Examples include:

e salary-related costs (also known as
fringes)
e compensated absences (i.e., non-

Date P
December 19, 2000 age 1
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COST POOLING AND COST ASSIGNMENT

productive pay)
e building costs
e technology costs
e general and administrative overhead
e construction overhead

COST ASSIGNMENT The AEP System pools and allocates costs at
each level on a legal entity basis. That is,
the costs iIncurred by one company do not
affect the level of costs allocated by
another company. Separate books and records
are maintained for each company.

All companies assign direct costs on a 100%
basis while common or joint costs are
assigned or charged to multiple cost
objectives iIn accordance with the relative
benefits received or by other equitable
means. Overhead costs are charged using
relatable, cost-causative factors such as
labor dollars, and total cost input.

Date Page
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ACCOUNT DESIGNATIONS (Regulated, Non-

Regulated and Joint)

SUMMARY

ACCOUNT DESIGNATIONS

COST ALLOCATION

Date
September 10, 2009

As required by the Commonwealth of Kentucky’s
House Bill No. 897 [Section 4(f)], the Cost
Allocation Manual (CAM) maintained by the
electric utility must provide a report that
identifies whether the costs contained iIn
each account (or sub-account) of the Uniform
System of Accounts (i.e., the USoA) are
attributable to regulated operations, non-
regulated operations, or are joint costs iIn
nature. A description of the methodology
used to apportion the costs shall also be
included. The allocation methodology must be
consistent with the provisions of Section 3
of House Bill No. 897.

While this document has been prepared
primarily to satisfy Kentucky’s CAM
requirement, the account designations
included In the accompanying chart also apply
to AEP’s other electric utilities.

The chart which begins on the following page
identifies those USoA operation and
maintenance accounts that are considered to
be regulated, non-regulated or joint. The
chart pertains to all of AEP’s regulated
utilities to the extent that they use each
account. As generation becomes deregulated
in certain state jurisdictions, the accounts
for power production expenses will become
non-regulated.

To the extent possible, costs are charged
directly to either regulated or non-regulated
operations as appropriate. Those “joint”
costs that can not be directly charged are
allocated between regulated and non-regulated
operations based on the nature of the cost,
using the appropriate allocation basis from
the List of Approved Allocation Factors used
for Service Company billings.
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ACCOUNT DESIGNATIONS (Regulated, Non-
Regulated and Joint)

CHART

Date
September 10, 2009

FERC Non
Account Description Reg. |Reg. | Joint
Power Production Expenses
500.0 |Oper Supervision & No No Yes
Engineering

501.0 |Fuel No No Yes

502.0 |Steam Expenses No No Yes

503.0 |Steam from Other Sources No No Yes

504.0 |Steam Transferred-Credit No No Yes

505.0 |Electric Expenses No No Yes

506.0 |Misc Steam Power Expenses No No Yes

507.0 |Rents No No Yes

508.0 |Oper Supplies and Expenses No No Yes

509.0 |Allowances No No Yes

510.0 [Maint Supv & Engineering No No Yes

511.0 |Maintenance of Structures No No Yes

512.0 |Maintenance of Boiler Plant| No No Yes

513.0 |Maintenance of Electric No No Yes
Plant

514.0 |Maintenance of Misc Steam No No Yes
PIt

515.0 |Maintenance of Steam No No Yes
Production Plant

517.0 |Oper Supervision & No No Yes
Engineering

518.0 |Nuclear Fuel Expense No No Yes

519.0 |Coolants and Water No No Yes

520.0 |Steam Expenses No No Yes

521.0 |Steam from Other Sources No No Yes

522.0 |Steam Transferred-Credit No No Yes

523.0 |Electric Expenses No No Yes

524_0 |Misc Nuclear Power Expenses| No No Yes

525.0 |Rent