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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

Application Of Kentucky Power Company For 
A General Adjustment Of Its Rates For Electric 
Service; (2) An Order Approving Its 2014 
Environmental Compliance Plan; (3) An Order 
Approving Its Tariffs And Riders; And (4) An 
Order Granting All Other Required Approvals 
And Relief 

SECTION II 

) 

) 

) 
) Case No. 2014-00396 
) 

) 

) 

FILING REQUIREMENTS 

VOLUME10FS 

December 23, 2014 



Filing Requirement 
KRS 278.180 

 
 

Filing Requirement: 
 
Changes in rates, how made. 
 

(1)  Except as provided in subsection (2) of this section, no change shall be 
made by any utility in any rate except upon thirty (30) days' notice to the 
commission, stating plainly the changes proposed to be made and the time 
when the changed rates will go into effect. However, the commission may, 
in its discretion, based upon a showing of good cause in any case, shorten 
the notice period from thirty (30) days to a period of not less than twenty 
(20) days.  The commission may order a rate change only after giving an 
identical notice to the utility. The commission may order the utility to give 
notice of its proposed rate increase to that utility's customers in the manner 
set forth in its regulations. 

 
(2)  The commission, upon application of any utility, may prescribe a less time 

within which a reduction of rates may be made. 
 
 
Response: 
 
The Company has complied with KRS 278.180.  
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Filing Requirement 
KRS 278.2205 (6) 

 
 
Filing Requirement: 
 
The CAM shall be filed as part of the initial filing requirement in a proceeding involving an 
application for an adjustment in rates pursuant to KRS 278.190. 
 
 
 
Response: 
 
Please see the attached Cost Allocation Manual. 
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COST ALLOCATION  
MANUAL 
 

 
As Of June 30, 2014 
 
 
 
 
 

Corporate Accounting 
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The manual has been written to document AEP’s approach to cost 

allocation and transfer pricing of affiliate transactions.  Its 

purposes are to  

 

• provide an easily referenced source of information 

• state and clarify policy 

• formalize procedures 

• provide a basis of communication between all employees concerning 

cost allocation matters 

• 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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   CAM
  Amendment Record

 
 

Rev. 

No. 

 

 
Date Issued 

Rev. 

No. 

 

 
Date Issued 

Rev. 

No. 

 

 
Date Issued 

Rev. 

No. 

 

 
Date Issued 

1 01-02-01 
 

26 03-15-13 51  76  

2 10-22-01 27 08-31-13 52  77  

3 05-10-02 28 03-27-14 53  78  

4 10-18-02 29 09-15-14 54  79  

5 05-05-03 30  55  80  

6 08-29-03 31  56  81  

7 03-10-04 32  57  82  

8 08-27-04 
 

33  58  83  

9 03-10-05 
 

34  59  84  

10 08-30-05 
 

35  60  85  

11 03-15-06 36  61  86  

12 08-31-06 37  62  87  

13 03-16-07 38  63  88  

14 09-24-07 39  64  89  

15 04-15-08 40  65  90  

16 09-25-08 41  66  91  

17 03-31-09 42  67  92  

18 07-13-09 
 
 

43  68  93  

19 09-10-09 
 

44  69  94  

20        03-31-10 45  70  95  

21 09-16-10 
 

46  71  96  

22 03-25-11 47  72  97  

23 09-09-11 48  73  98  

24 03-14-12 49  74  99  

25 09-14-12 50  75  100  
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00-00-01 

This table of contents is intended to give a cover-to-cover overview of 
the contents and organization of the AEP Cost Allocation Manual (CAM). See 
HOW TO USE THIS MANUAL (00-00-02) for an explanation of the numbering 
system.  
________________________________________________________________________  
     
TAB/SECTION   SUBJECT      LOCATION 
 
CONTROLS 
 
  Controls   Title Page 

Management Endorsement  
     Amendment Record 
     Table of Contents    00-00-01  
     How to Use this Manual   00-00-02  
     Alphabetic Subject Index   00-00-03 
 
GENERAL 
 
  Introduction   Overview (General)    01-01-01  
 
  Organization Chart Overview      01-02-01 
     Corporate Chart    01-02-02 
 
      Affiliate Transactions Overview 01-03-01 
     Services Rendered by AEPSC  01-03-02 

    Intercompany Products and  
        Services     01-03-03 

Money Pool     01-03-04 
Research and Development   01-03-05 
Financial Transactions   01-03-06 
Intellectual Property   01-03-07 
Convenience Payments   01-03-08 
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         Procedures     02-02-02 

  The Cost Allocation Process  02-02-03 
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       Non-Regulated and Joint)  02-02-05 
  
  Federal Regulation Overview      02-03-01 
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     Indiana Rules and Requirements 02-04-03 
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     Virginia Rules and Requirements 02-04-11 
     West Virginia Rules and Require- 
       ments      02-04-12 
      
PROCEDURES 
 
  Introduction   Overview (Procedures)   03-01-01 
 
  Transactions   Overview      03-02-01 
     Transaction Coding    03-02-02 
     Chartfields     03-02-03 
 
  Time Reporting  Overview      03-03-01 

  Time Records     03-03-02 
     Labor Costing     03-03-03 
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  InterUnit    Overview      03-06-01   
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       Transactions     03-06-02 
      

Asset Transfers  Overview      03-07-01 
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  Materials and Supplies   03-07-03 

DOCUMENTS 
 
  Introduction   Overview (Documents)   04-01-01 
 
  Affiliate    Overview      04-02-01 
    Contracts with  Service Agreements    04-02-02 
    Regulated and  Coal Mining and Transportation 04-02-03 
    Unregulated  Consulting Services    04-02-04 
    Companies   Joint Operating Agreements  04-02-05 
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  Databases   Overview      04-03-01 
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  Tariff Provisions  Overview      04-07-01 
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APPENDIX 
 
  Appendix   Overview (Appendix)    99-00-01 

Glossary of Key Terms   99-00-02 
     Record Retention Requirements  99-00-03 
     List of FERC Accepted 

    Allocation Factors    99-00-04 
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00-00-02 

SUMMARY    This Manual is divided into  
 

    TABS  - major divisions within the manual 
 

     SECTIONS - divisions within a TAB 
 
     SUBJECTS  - divisions within a SECTION. 
 
 
DOCUMENT NUMBERING  Each document (i.e., subject) has a unique 6- 
SYSTEM    digit number.  This number is divided into 3 

sets of two digits which are separated by 
dashes. 

 
     EXAMPLE: 
       TAB-SECTION-SUBJECT 

05 – 03 – 02 

 
 
INDEXES    The alphabetic subject index is the key to 

this manual.  It appears in the “Controls” 
TAB following this document. 

 
 
Alphabetic Subject  The alphabetic subject index (00-00-03) lists 

every subject in this manual in 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. 

 
Locating a Document  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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00-00-02 

INDEXES (Cont’d) 
 
Locating a Document  3.  Locate TAB 5 of the manual and within   
(Cont’d)        this TAB find SECTION 03 and SUBJECT 02. 
         Or, if you are viewing this manual 

electronically using Acrobat Reader, 
simply click on the subject line listed 
in the table of contents. 

 
TABLE OF CONTENTS  The table of contents (00-00-01) is 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). 

 
FORMAT    The format followed for each TAB within this 

manual may vary.  Uniformity of format has 
been attempted to the extent practicable. 

   
DISTRIBUTION   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.  If 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. 

 
AMENDMENTS   All users of this manual are urged to 

contribute ideas and suggestions for 
revisions to this manual. 

 
Amendment Record  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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00-00-03 

This subject index lists every subject included in this manual in 
alphabetical order.  The location document number is given for each 
subject.  To aid retrievability, subjects are listed in two or more 
different ways. 
 
A  
 AEPSC  
       - Affiliate Transactions      01-03-02 
   - Billing Allocations       03-04-04 
   - Billing System (Overview)      03-04-01 
   - Billing System Internal Controls    03-04-02 
   - Billing System Work Order Accounting   03-04-03 
   - Reports (Billing System)      03-04-05 
 Affiliate Contracts with Regulated Companies 
   - Coal Mining and Transportation     04-02-03 
   - Consulting Services       04-02-04 
   - Joint Plants        04-02-05 
   - List of Affiliate Contracts by Company   99-00-06 
   - Overview         04-02-01 
   - Service Agreements       04-02-02 
   - Tax Agreement        04-02-06 

Affiliate Transactions 
   - Convenience Payments       01-03-08 
       - Financial Transactions      01-03-06 
   - Intercompany Products and Services    01-03-03 
   - Intellectual Property      10-03-07 
       - Money Pool         01-03-04 
   - Overview         01-03-01 
       - Research and Development      01-03-05 
       - Services Rendered by AEPSC     01-03-02 
 Agreements 
   - Coal Mining and Transportation     04-02-03 
       - Consulting Services       04-02-04 
   - Joint Operating Agreements         04-02-05 
   - Money Pool Agreement       04-02-07 
   - Nonutility Money Pool Agreement    04-02-08 
   - Overview         04-02-01 
   - Service Agreements       04-02-02 

- Tax Agreement        04-02-06 
Arkansas Rules and Requirements     02-04-02 

 Asset Transfers 
   - Overview                   03-07-01 
   - Materials and Supplies      03-07-03 
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A (Cont’d) 

  - Plant and Equipment       03-07-02 
    Allocation Factors 
   - List of Approved Allocation Factors    99-00-04 
   - List of Primary Allocation Factors by Function 99-00-05 
          
B 
 
 Billing Allocations (AEPSC)      03-04-04 
 Billing, Intercompany (Overview)     03-05-01 
 Billing System 
   - Allocations (AEPSC)       03-04-04 
   - AEPSC (Overview)       03-04-01 
   - AEPSC Work Order Accounting     03-04-03 
   - Intercompany        03-05-02 
   - Reports (AEPSC)        03-04-05 
 Board of Directors Minutes (PUCO) 
   - Copies (PUCO)        04-06-02 
   - Overview         04-06-01 
              
C 
  
 Chart, Corporate        01-02-02 
 Chartfields         03-02-03 
 Chartfield Values        04-03-02 
 Coal Mining and Transportation Agreements   04-02-03 
 Coding 
   - Chartfields        03-02-03 
   - Transaction        03-02-02 
       - Complaint Log  
   - Corporate Separation (PUCO)     04-05-02 
   - Overview         04-05-02 
 Convenience Payments        01-03-08 
 Consulting Services Agreements     04-02-04 
 Copies of Board of Directors Minutes (PUCO)   04-06-02 

Corporate  
   - Chart          01-02-02 
   - Overview         02-02-01 
 Corporate Separation (Complaint Log)    04-05-02 

Cost Allocation  
       - Policies and Procedures      02-02-02 

  - Process         02-02-03 
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C (Con’t) 
 
Cost Assignment        02-02-04 
Cost Pooling and Cost Assignment     02-02-04 

 Costing, Labor         03-03-03 
 
D 
 
 Database Links 
   - Affiliate Agreements       04-03-03 
   - Chartfield Values       04-03-02 
   - Overview         04-03-01 
 Documents (Overview)       04-01-01 
 
E 
 
 Employees  
   - Shared (PUCO)        04-04-02 
   - Transferred (PUCO)       04-04-03 
 
F 
 
 Federal Regulation 
   - Overview         02-03-01 
   - FERC Regulation        02-03-02 

FERC Regulation        02-03-02 
 Financial Transactions       01-03-06 
  
  
G 
 
 General, Overview        01-01-01 

Glossary of Key Terms       99-00-02 
Guidelines  
  - Cost Allocation Principles     02-02-02 
  - Overview         02-01-01 

I 
 
 Indiana Rules and Requirements     02-04-03 
 Intellectual Property       01-03-07 

Intercompany  
   - Billing (Overview)       03-05-01 
   - Billing System        03-05-02 
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  - Products and Services      01-03-03 
 Internal Controls (AEPSC Billing System)   03-04-02 
 InterUnit Accounting 
   - Overview         03-06-01 
   - Joint Payments and Journal Transactions    03-06-02 
            
J 
 
 Job Descriptions 
   - Overview         04-04-01 
   - Shared Employees (PUCO)      04-04-02 
   - Transferred Employees (PUCO)     04-04-03 
 Joint Payments and Journal Transactions    03-06-02 
 Joint Plants         04-02-05 
 
K 
 

Kentucky Rules and Requirements     02-04-04 
 Key Terms, Glossary of       99-00-02 
  
L 
 
 Labor Costing         03-03-03 
 List of Affiliate Agreements by Company    99-00-06 
 List of Approved Allocation Factors    99-00-04 
 List of Primary Allocation Factors by Function  99-00-05 

Louisiana Rules and Requirements     02-04-05 
 
       

 
M 
 
 Materials and Supplies (Asset Transfers)   03-07-03 
 Michigan Rules and Requirements     02-04-06 
 Money Pool         01-03-04 
 Money Pool Agreement (AEP System)     04-02-07 
 Money Pool Agreement (AEP System Nonutility)   04-02-08 
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O 
 
   Ohio Rules and Requirements      02-04-07 
   Oklahoma Rules and Requirements     02-04-08 
 Organization Chart, Overview      01-02-01 
 Overview 
   - AEPSC Billing System       03-04-01 
    - Affiliate Contracts with Regulated Companies  04-02-01 
       - Affiliate Transactions        01-03-01 
   - Appendix         99-00-01 
   - Asset Transfers        03-07-01 
   - Complaint Log        04-05-01 
   - Corporate         02-02-01 
   - Database Links        04-03-01 
   - Documents         04-01-01 
   - Federal Regulation       02-03-02 
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   - Guidelines         02-01-01 
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   - Organization Chart       01-02-01 
   - Procedures         03-01-01 
   - State Commission Rules      02-04-01 
   - Time Reporting        03-03-01 
   - Transactions        03-02-01 
 
P 
 
 Plant and Equipment (Asset Transfers)    03-07-02 
 Policies and Procedures, Cost Allocation   02-02-02 
     Pooling, Cost         02-02-04 
     Procedures 
       - Cost Allocation        02-02-02 
   - Chartfields        03-02-03 
   - Labor Costing        03-03-03 
   - Overview         03-01-01 
   - Time Records        03-03-02 
   - Transaction Coding       03-02-02 
     Process, Cost Allocation       02-02-03 

Property, Intellectual       01-03-07 
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Section  
 
Controls 
Subject 
 
ALPHABETIC SUBJECT INDEX 

 
             

 

00-00-03 

R 
  

Records 
   - Time Records        03-03-02 

  - Retention Requirements      99-00-03 
 Reports, AEPSC Billing System      03-04-05 
 Research and Development       01-03-05 
 Retention Requirements, Record     99-00-03 
 Rules  

    - State Commission (Overview)      02-04-01 
Rules and Requirements 
  - Arkansas         02-04-02 
  - Indiana               02-04-03 
  - Kentucky         02-04-04 
  - Louisiana         02-04-05 
  - Michigan          02-04-06 
  - Ohio          02-04-07 
  - Oklahoma         02-04-08 
- Tennessee         02-04-09 
- Texas          02-04-10 

  - Virginia         02-04-11 
     - West Virginia        02-04-12 
 
S 
 
 Service Agreements        04-02-02 
 Shared Employees (PUCO)       04-04-02 
 State Commission Rules and Requirements 
   - Arkansas         02-04-02 
   - Indiana         02-04-03 
   - Kentucky         02-04-04 

  - Louisiana         02-04-05 
  - Michigan         02-04-06 
  - Ohio          02-04-07 

   - Oklahoma         02-04-08 
   - Overview         02-04-01 

  - Tennessee          02-04-09 
  - Texas          02-04-10 
  - Virginia         02-04-11 
  - West Virginia        02-04-12 
System of Internal Controls      03-04-02 
Systems 
  - AEPSC Billing System       03-04-03 
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Section  
 
Controls 
Subject 
 
ALPHABETIC SUBJECT INDEX 

 
             

 

00-00-03 

S (Con’t) 
 
  - Intercompany Billing System     03-05-02 

 
 
T 
 
 Tariff Provisions        04-07-01 
 Tariff Discretion Log       04-07-02 

Tax Agreement         04-02-06 
 Tennessee Rules and Requirements     02-04-09 
 Terms, Key         99-00-02 
 Texas Rules and Requirements      02-04-10 
 The Cost Allocation Process      02-02-03 
 Time Records         03-03-02 
 Time Reporting 
   - Overview         03-03-01 
   - Labor Costing        03-03-03 

  - Time Records        03-03-02 
Transaction 
  - Chartfields        03-02-03 
  - Coding             03-02-02 
Transactions, Affiliate 

   - AEPSC          01-03-02 
       - Financial Transactions      01-03-06 
   - Intercompany Products and Services    01-03-03 

  - Money Pool         01-03-04 
   - Overview         01-03-01 
       - Research and Development      01-03-05 

Transactions, Overview       03-02-01 
 Transferred Employees (PUCO)      04-04-03 
 
V 
 
 Virginia Rules and Requirements     02-04-11 
 
W 
 
 West Virginia Rules and Requirements    02-04-12 
 Work Order Accounting (AEPSC)      03-04-03 
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01-01-01 

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

 
BUSINESS     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.  

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

ORGANIZATION CHART   The ownership relationship between AEP, its 
subsidiaries, and their subsidiaries at 
successive levels is captured in AEP’s 
corporate chart.      

 
AFFILIATE TRANSACTIONS    AEP, its 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. 
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Organization Chart 
Subject 
 
OVERVIEW 

 

 
             

 

01-02-01 

SUMMARY    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). 

 
CORPORATE CHART  A listing of the direct and indirect 

subsidiaries of AEP, including domestic and 
foreign subsidiaries, is contained in AEP’s 
corporate organization chart. 
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SUMMARY  American Electric Power Company, Inc. (AEP) 
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 in 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.  

 
CORPORATE ORGANIZATION  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 is 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&I Company, LLC [Note W] 
   03. AEP Retail Energy Partners LLC  [Note I] 
    04. BlueStar Energy Holdings, Inc. [Note I] 
     05. AEP Energy, Inc. [Note I] 
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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 III, 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 I] 
  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] 
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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 Illinois, LLC [Note P] 
   03. RITELine 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 II LLC [Note AA] 
   03. AEP Texas Central Transition Funding III 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 I] 
   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 II, LLC [Note X] 
    04. Desert Sky Wind Farm LP  [Note X] 
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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] 
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Notes: 

A. Public utility holding company. 

B. Management, professional and technical services. 

C. Telecommunications. 

D. Broker and market energy commodities. 

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. 

I.  Non-regulated energy-related services and products. 

J. Domestic electric utility. 

K. Mining (inactive). 

L. Mining (active). 

M. Coal preparation. 

N.  Inactive. 

O. Subsidiary public utility holding company. 

P.  Electric transmission. 

Q.  Leasing. 

R.  Accounts receivable factoring. 

S.  Independent power. 

T.  Real estate. 

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 
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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. 
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Affiliate Transactions 
Subject 
 
OVERVIEW 

 

 
                             

 

01-03-01 

SUMMARY     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 Services Rendered  AEPSC provides management, technical and 

professional services to other companies 
within the AEP holding company system. 

 
            01-03-02 
 
 
INTERCOMPANY PRODUCTS     The electric utility companies provide 
AND SERVICES products and services to each other and in 

certain cases they provide products and 
services to non-regulated affiliates and 
receive products and services from non-
regulated affiliates. 

 
       01-03-03 
 
 
MONEY POOL   The operation of the AEP Utility and Non-

utility Money Pool is 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 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 
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01-03-01 

 
FINANCIAL TRANSACTIONS    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 integrated 
activities. 

 
       01—03-06 
 
INTELLECTUAL PROPERTY     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  
 
CONVENIENCE PAYMENTS  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 
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SUMMARY    The services provided by AEPSC are regulated 
by the Federal Energy Regulatory Commission 
(FERC) under the Public Utility Holding 
Company Act of 2005. 

 
SUMMARY OF AEPSC   The following table provides a listing of  
SERVICES    services AEPSC provides to affiliate 

companies:  
      

GROUP/FUNCTION  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-
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GROUP/FUNCTION  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, 
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GROUP/FUNCTION  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 
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GROUP/FUNCTION  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. 
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GROUP/FUNCTION  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 
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GROUP/FUNCTION  DESCRIPTION 
Reliability 
Compliance 

safe, reliable, and 
cost effective 
operation of AEP's 
transmission assets. 
 

Transmission Strategy 
and Business 
Development 

Responsible for 
developing and 
executing 
transmission strategy 
and business plans in 
alignment with AEP's 
corporate strategy. 
 

Transmission System 
and Region Operations 

Responsible for the 
operation of AEP's 
transmission 
Operations. 
 

Treasury and Investor 
Relations 

Cash management, 
financing, and 
investment services. 

Utility Operations 
Business Services 
 

Distribution 
operations, customer 
and regulatory 
relationships. 

Utility Operations 
East  

Distribution 
operations, customer 
and regulatory 
relationships. 

Utility Operations 
West  

Distribution 
operations, customer 
and regulatory 
relationships. 
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SUMMARY    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: 

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

to regulated utilities by non-      
regulated affiliates 

• products and services provided      
by regulated utilities to each      
other. 

   
PRODUCTS AND SERVICES The following table describes the nature 
PROVIDED BY REGULATED of products and services provided by the  
UTILITIES TO NON-  AEP System’s regulated utilities to non- 
REGULATED AFFILIATES  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. 
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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) 
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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. 
 

 
PRODUCTS AND SERVICES The following table describes the nature of 
PROVIDED TO REGULATED products and services provided to the AEP  
UTILITIES BY NON-  System’s regulated utilities by non- 
REGULATED AFFILIATES 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 
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or market, in 
compliance with the 
asymmetric pricing 
rules. 

 
 
PRODUCTS AND SERVICES The following table describes the nature of  
PROVIDED BY REGULATED  products and services provided by the AEP 
UTILITIES TO EACH  System’s regulated utilities to each other: 
OTHER (Including Coal  
Mining Subsidiaries)      

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 
building space 
occupied. 

Water Transportation, 
Coal and Consumables 

Provide barging and 
services at transfer 
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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. 
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CATEGORY DESCRIPTION 
Energy Distribution 
System 
 

Provide personnel and 
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 
Support 

Provide personnel and 
services to perform 
measurements, 
telecommunications, 
forestry and real 
estate work. 

Administrative 
Support 
 
 
 
 
 

Provide personnel and 
services to perform 
environmental, 
governmental affairs, 
fleet management, 
building 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 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 40 of 1829



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. 
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SUMMARY 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. 

 
AUTHORITY 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 is filed with 
the Federal Energy Regulatory Commission 
(FERC). 

  
PARTICIPANTS 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 it 
belongs at any time upon notice to American 
Electric Power Service Corporation (AEPSC). 

 
AGENT AEPSC acts as the administrative agent of the 

Utility and Nonutility Money Pools, and is a 
participant in the Utility Money Pool.   

 
FUNDING ENTITIES AEP may engage in 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 in 
various types of short-term financings to 
fund the daily needs of the Utility Money 
Pool only. 
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FUNDING ENTITIES  AEP Utility Funding LLC was formed to fund  
(Cont’d) 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.  

 
 
RULES 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 if lower cost funds can be 
obtained from its own external borrowing. 
 

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

 If 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 interest rate for the Utility Money Pool 
is 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 is no 
external borrowing. 
 
The interest rate for the Nonutility Money 
Pool is 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. 
 
If surplus funds exist in the treasuries of 
the Utility and/or Nonutility money pools, an 
external investment 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 
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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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SUMMARY    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 it 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.  
 

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

 
Non-Productive Pay  The cost of employee vacations, holidays, 

jury duty and other paid absences are accrued 
and loaded on to labor dollars.  

 
 
Fringe benefits  The cost of fringe benefits such as pension  
Procedure    expense is loaded on to labor dollars.  
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01-03-05 

 
 
A&G OVERHEADS   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.   
 

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

BILLING    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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SUMMARY    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 integrated activities. 

 
FINANCIAL TRANSACTIONS 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 Credit line fees are 
shared among AEP 
System companies. 

Dividend Payments Dividend payments are 
made by subsidiaries 
to their 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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01-03-06 

CATEGORY DESCRIPTION 
Employee Loans, 
Accrued Compensation, 
Employee Relocation 
Expenses and Other 
Employee-Related 
Items 

When an employee 
transfers from one AEP 
company to an 
affiliate, the 
receiving company pays 
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, 01-

03-05 and 01-03-08 for a discussion of the 
AEP Money Pool, Research & Development cost 
sharing and Convenience Payments, 
respectively. 
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SUMMARY AEP Pro Serv, Inc. has entered into 
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). 

 
   
   
TERMS AND CONDITIONS  If AEP Pro Serv sells or licenses to non- 
FOR USE OF INTELLECTUAL   affiliates intellectual property developed  
PROPERTY BY AEP PRO SERV  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.  
 
TERMS AND CONDITIONS FOR  Intellectual property developed by AEP Pro 
THE USE OF INTELLECTUAL   Serv will be made available to all 
PROPERTY DEVELOPED BY   associates in the AEP holding company system 
AEP PRO SERV.   without charge, except for actual expenses 
  incurred by AEP Pro Serv in connection with 
  making such intellectual property so 

available. 
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01-03-08 

SUMMARY    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 POLICY   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. 

 
REPORTING REQUIREMENTS  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 is filed with the Federal 
Energy Regulatory Commission (FERC)on FERC 
Form 60. 
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SUMMARY         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. 

 
CORPORATE     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. 

 
FEDERAL REGULATION    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 in accordance with the 
“at cost” standard, which was carried 
forward by the FERC under the PUHCA 2005. 

 
STATE COMMISSION RULES  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 in these areas, for the most 
part, is based on their authority to 
establish rates for retail customers.   
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SUMMARY 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. 

 
COST ALLOCATION POLICIES Each AEP subsidiary maintains separate 
AND PROCEDURES 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 
 
THE COST ALLOCATION Unless otherwise exempted, the AEP  
PROCESS  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 
 
COST POOLING AND COST Indirect costs are pooled and assigned to  
ASSIGNMENT  multiple companies or company segments in 

accordance with the relative benefits 
received or by other equitable means. 

 
       02-02-04 
 
ACCOUNT DESIGNATIONS 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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ACCOUNT DESIGNATIONS include costs that can be attributed to  
Cont’d) 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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02-02-02 

SUMMARY    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. 

 
POLICIES AND PROCEDURES 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).  

 
Basic Goal   The basic goal of AEP’s cost allocation 

policies and procedures are threefold:  
 

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

 to meet pertinent regulatory 
requirements 

 to minimize the time and expense 
needed to record, audit and report 
transactions.  
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Separate Books and  Each subsidiary of AEP shall maintain 
Records    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. 

 
Accounting Transactions All financial accounting transactions will be 

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

 
Cross-Subsidies  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. 

 
Cost Allocation  Factors to be considered in the Allocation of 

individual items of cost include, among other 
things:  

 
 the relationship of the individual 

cost to the benefiting company or 
company segments 

 generally accepted accounting 
principles  

 best practices 
 regulatory principles 
 reasonableness of results 

 
Audit Trail   A key requirement for allocating costs for 

affiliate transactions is the maintenance of 
adequate audit trails.  The following audit 
trail standards shall be maintained for all 
transactions: 
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 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  

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

 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.    

 
Transfer Pricing of  The predominant pricing standard among AEP’s  
Affiliate Transactions  various regulatory jurisdictions for 

affiliate transactions is “fully-allocated 
cost.”  However, in certain 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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ACCESS TO BOOKS AND  All lawful requests by regulators to 
RECORDS    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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SUMMARY    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   Direct costs can be identified with a 

particular activity and can be incurred on 
behalf of one or more companies or 
affiliates. 

 
INDIRECT COSTS   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 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. 

 
COST EXAMPLES   The following table provides examples of the 

expenses included in each cost category: 
 

Direct 
costs 

Direct labor; direct materials 
 

Indirect 
costs 

Board of Directors’ fees; FICA 
tax; interest expense; other 
elements of Internal Support Costs 
and departmental overhead. 

Common 
costs 

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

 
 
BASIC PROCESS   AEP allocates costs among regulated and non-
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02-02-03 

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. 

 
2. All costs, both direct and indirect, are 

attributed to activities (i.e., 
projects, products or services) which, 
by their very nature, are regulated, 
non-regulated, common or joint. 

 
3. 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). 

 
BILLINGS TO AFFILIATES 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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02-02-04 

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: 

 
 direct costs are costs which can be 

specifically assigned to final cost 
objectives; 

 
 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 

 
 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: 

      
 salary-related costs (also known as 
fringes) 

 compensated absences (i.e., non-
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productive pay) 
 building costs 
 technology costs 
 general and administrative overhead 
 construction overhead 

 
COST ASSIGNMENT  The AEP System pools and allocates costs at 

each level on a legal entity basis.  That is, 
the costs incurred 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 in 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. 
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02-02-05 

SUMMARY 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 in 
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 in 
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.  

 
ACCOUNT DESIGNATIONS 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. 

 
COST ALLOCATION 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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CHART 
FERC 

Account 
 

Description 
 

Reg. 
Non 
Reg.

 
Joint

Power Production Expenses 

500.0 Oper Supervision & 
Engineering 

No No Yes 

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 

Plant 
No No Yes 

514.0 Maintenance of Misc Steam 
Plt 

No No Yes 

515.0 Maintenance of Steam 
Production Plant  

No No Yes 

517.0 Oper Supervision & 
Engineering 

No No Yes 

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 Rents No No Yes 
528.0 Maintenance Supervision and 

engineering 
No No Yes 

529.0 Maintenance of Structures No No Yes 
530.0 Maintenance of Reactor 

Plant Equipment 
No No Yes 

531.0 Maintenance of Electric 
Plant 

No No Yes 

532.0 Maintenance of Misc Nuclear 
Plant 

No No Yes 

535.0 Operation Supervision and 
Engineering 

No No Yes 

536.0 Water for Power No No Yes 
537.0 Hydraulic Expenses No No Yes 
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Power Production Expenses (Cont’d) 

538.0 Electric Expenses No  No Yes 
539.0 Misc Hydr Power Generation 

Exp 
No No Yes 

540.0 Rents No No Yes 
540.1 Operation Supplies and 

Expenses 
No No Yes 

541.0 Maintenance Supervision and 
Engineering 

No No Yes 

542.0 Maintenance of Structures No No Yes 
543.0 Maintenance of Reservoirs, 

Dams and Waterways 
No No Yes 

544.0 Maintenance of Electric 
Plant 

No No Yes 

545.0 Maintenance of Misc 
Hydraulic Plant 

No No Yes 

545.1 Maintenance of Hydraulic 
Production Plant 

No No Yes 

546.0 Operation Supervision and 
Engineering 

No No Yes 

547.0 Fuel No No Yes 
548.0 Generation Expenses No No Yes 
549.0 Misc Oth Pwr Gen - Gas 

Turbine 
No No Yes 

550.0 Rents No No Yes 
550.1 Operation supplies and 

expenses 
No No Yes 

551.0 Maint Supv & Engineering No No Yes 
552.0 Maintenance of Structures No No Yes 
553.0 Maintenance of Generating 

and Electric Plant 
No No Yes 

554.0 Maintenance of Misc Other 
Power Generation Plant 

No No Yes 

554.1 Maintenance of Other Power 
Production Plant 

No No Yes 

555.0 Purchased Power No No Yes 
556.0 Sys Control & Load 

Dispatching 
No No Yes 

557.0 Other Expenses No No Yes 
 

Transmission Expenses 
560.0 Oper Supervision & 

Engineering 
Yes No No 

561.1 Load Dispatch--Reliability Yes No No 
561.2 Load dispatch—Monitor and Yes No No 
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operate transmission system 
561.3 Load dispatch—Transmission 

service and scheduling 
Yes No No 

561.4 Scheduling system control 
and dispatch services 

No  No Yes 

561.5 Reliability planning and 
standards development 

Yes No No 

561.6 Transmission service 
studies 

Yes No No 

561.7 Generation interconnection 
studies 

Yes No No 

561.8 Reliability planning and 
standards development 
services 

Yes No No 

562.0 Station Expenses Yes No No 
563.0 Overhead Line Expenses Yes No No 
564.0 Underground Line Expenses Yes No No 
565.0 Transmssion of Elect by 

Others 
Yes No No 

566.0 Misc Transmission Expenses Yes No No 
567.0 Rents  Yes No No 
567.1 Operation Supplies and 

Expenses 
Yes No No 

568.0 Maint Supv & Engineering Yes No No 
569.0 Maintenance of Structures Yes No No 
569.1 Maintenance of computer 

hardware 
Yes No No 

569.2 Maintenance of computer 
software 

Yes No No 

569.3 Maintenance of 
communication equipment 

Yes No No 

569.4 Maintenance of 
miscellaneous regional 
transmission plant 

Yes No No 

570.0 Maint of Station Equipment Yes No No 
571.0 Maintenance of Overhead 

Lines 
Yes No No 

572.0 Maint of Underground Lines Yes No No 
573.0 Maint of Misc Transmssion 

Plt 
Yes No No 

574.0 Maintenance of Transmssion 
Plant 

Yes No No 

 
Regional Market Expenses 

575.1 Operation Supervision Yes No No 
575.2 Day-ahead and real-time Yes No No 
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market facilitation 
575.3 Transmission rights market 

facilitation 
Yes No No 

575.4 Capacity market 
facilitation 

Yes No No 

575.5 Ancillary services market 
facilitation 

Yes No No 

575.6 Market monitoring and 
compliance 

Yes No No 

575.7 Market facilitation, 
monitoring and compliance 
services 

Yes No No 

575.8 Rents Yes No No 
576.1 Maintenance of structures 

and improvements 
Yes No No 

576.2 Maintenance of computer 
hardware 

Yes No No 

576.3 Maintenance of computer 
software 

Yes No No 

576.4 Maintenance of 
communication equipment 

Yes No No 

576.5 Maintenance of 
miscellaneous market 
operation plant 

   

 
Distribution Expenses 

580.0 Oper Supervision & 
Engineering 

Yes No No 

581.0 Load Dispatching Yes No No 
581.1 Line and Station Expense Yes No No 
582.0 Station Expenses Yes No No 
583.0 Overhead Line Expenses Yes No No 
584.0 Underground Line Expenses Yes No No 
585.0 Street Lighting & Signal 

Sys Exp 
Yes No No 

586.0 Meter Expenses Yes No No 
587.0 Customer Installations Exp Yes No No 
588.0 Miscellaneous Distribution 

Exp 
Yes No No 

589.0 Rents Yes No No 
590.0 Maint Supv & Engineering Yes No No 
591.0 Maintenance of Structures Yes No No 
592.0 Maint of Station Equipment Yes No No 
592.1 Maintenance of Structures 

and Equipment 
Yes No No 

593.0 Maintenance of Overhead Yes No No 
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Lines 
594.0 Maint of Underground Lines Yes No No 
594.1 Maintenance of Lines Yes No No 
595.0 Maint of Line Transformers 

 
Yes No No 

     
 

Distribution Expenses (Cont’d) 
596.0 Maint of Street Lighting & 

Signal Systems 
Yes No No 

597.0 Maintenance of Meters Yes No No 

598.0 Maint of Misc Distribution 
Plt 

Yes No No 

 
Customer Accounts Expenses 

901.0 Supervision - Customer 
Accts 

Yes No No 

902.0 Meter Reading Expenses Yes No No 
903.0 Cust Records & Collection 

Exp 
Yes No No 

904.0 Uncollectible Accounts Yes No No 
905.0 Misc Customer Accounts Exp Yes No No 

 
Customer Services and Informational Expenses 

907.0 Supervision - Customer 
Service 

Yes No No 

908.0 Customer Assistance 
Expenses 

Yes No No 

909.0 Information & Instruct 
Advertising Exp 

Yes No No 

910.0 Misc Cust Svc & 
Informational Exp 

Yes No No 

 
Sales Expenses 

911.0 Supervision - Sales 
Expenses 

Yes No No 

912.0 Demonstrating & Selling Exp Yes No No 
913.0 Advertising Expenses Yes No No 
916.0 Miscellaneous Sales 

Expenses 
Yes No No 

 
Administrative and General Expenses 

920.0 Administrative & Gen 
Salaries 

No No Yes 

921.0 Office Supplies and No No Yes 
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Expenses 
923.0 Outside Services Employed No No Yes 
924.0 Property Insurance No No Yes 
925.0 Injuries and Damages No No Yes 
926.0 Employee Pensions & 

Benefits 
No No Yes 

928.0 Regulatory Commission Exp No No Yes 
930.1 General Advertising 

Expenses 
No No Yes 

930.2 Misc General Expenses No No Yes 
931.0 Rents No No Yes 
935.0 Maintenance of General 

Plant 
No No Yes 
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02-03-01 

SUMMARY    Effective February 8, 2006, the Public 
Utility Holding Company Act of 1935 was 
repealed.  Jurisdiction over certain holding 
company related activities has been 
transferred to the Federal Energy Regulatory 
Commission under the Public Utility Holding 
Company Act of 2005.  

 
FERC REGULATION  The business of transmitting and selling 

electric energy in interstate commerce is 
regulated through Part II of the Federal 
Power Act. 

 
            02-03-02 
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SUMMARY  The transmission of electric energy in 
interstate commerce and the sale of electric 
energy at wholesale in interstate commerce is 
regulated by the Federal Energy Regulatory 
Commission (FERC) under the Federal Power 
Act. 

 
PUHCA 2005   The Energy Policy Act of 2005 repealed the 

Public Utility Holding Company Act of 1935 
effective February 8, 2006 and replaced it 
with the Public Utility Holding Company Act 
of 2005.  With the repeal of PUHCA 1935, the 
Securities and Exchange Commission no longer 
has jurisdiction over the activities of 
registered holding companies.  Jurisdiction 
over certain holding company related 
activities has been transferred to the 
Federal Energy Regulatory Commission.  
Specifically, FERC has jurisdiction over the 
issuances of securities of our public utility 
subsidiaries, the acquisition of securities 
of utilities, the acquisition or sale of 
certain utility assets, and mergers with 
another electric utility or holding company. 
In addition, both FERC and state regulators 
will be permitted to review the books and 
records of any company within a holding 
company system.  FERC also has jurisdiction 
over certain affiliate transactions. As part 
of the implementation of the Public Utility 
Holding Company Act of 2005, FERC has adopted 
rules addressing these various issues.  The 
pertinent rules may be found at 18 C.F.R. 
Part 366. 
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02-04-01 

SUMMARY     AEP’s state commissions have established 
certain rules and requirements relative to 
affiliate transactions.  The requirements 
generally fall into four broad categories: 

 they need to maintain a cost 
allocation manual or other 
documentation  

 transfer pricing rules 
 reporting requirements 
 audit requirements. 

 
ARKANSAS                 Arkansas requirements can be found in 

Arkansas Public Service Commission Order 7 of 
Docket 06-112-R, dated May 25, 2007. 

 
        02-04-02    
 
INDIANA    Indiana’s requirements can be found in the 

Indiana Code as well as various orders of the 
Indiana Utility Regulatory Commission. 

 
            02-04-03  
 
KENTUCKY    Kentucky’s requirements are contained in 

Kentucky Revised Statutes (KRS) 278.2201 thru 
278.2219; Kentucky Public Service Commission 
Regulation 807KAR 5:080 and in various orders 
of the Kentucky Public Service Commission. 

 
                                                     02-04-04 
 
LOUISIANA    Louisiana’s requirements can be found in the 

Louisiana Public Service Commission’s Order 
No. U-23327, dated September 16, 1999, 
subject to the conditions set forth in the 
Stipulation and Settlement attached as 
Appendix A to the Order. 

 
            02-04-05 
 
MICHIGAN    Michigan’s requirements are contained in 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 72 of 1829



Document 
Number 

 
Cost Allocation 
Manual 

Date 
    July 13, 2009 

Page 
 2 

    
  
   

Section  
 
State Commission Rules 
Subject 
 
OVERVIEW 
 

 

             
 

02-04-01 

various orders of the Michigan Public Service 
Commission, including its Order Approving 
Settlement Agreement dated December 16, 1999, 
in Case No. U-12204, and its Opinion and 
Order, dated December 4, 2000, in Case No. U-
12134. 

 
            02-04-06  
 
OHIO     Ohio’s requirements are captured in the 

corporate separation rules adopted by the 
Public Utilities Commission of Ohio in Case 
No. 99-1141-EL-ORD, as amended in Case Nos. 
04-48-EL-ORD and 08-777 – EL – ORD, and in 
various orders of the Commission. 

       
   02-04-07 
 

OKLAHOMA    Oklahoma’s requirements are focused on the 
Oklahoma Corporation Commission’s ability to 
access the books and records of Public 
Service Corporation of Oklahoma and its AEP 
affiliates as stated in the Stipulation, 
dated as of April 16, 1999, in Cause No. PUD 
980000444. 

 
            02-04-08 
 
TENNESSEE    Tennessee has no specific rules and 

requirements applicable to cost allocations 
and affiliate transactions. 

 
            02-04-09 
 
TEXAS    Texas’ requirements to a large degree are 

contained in §36.058 of the Texas Public 
Utility Regulatory Act and the rules of the 
Public Utility Commission of Texas. 

 
            02-04-10 
 
VIRGINIA    Virginia’s requirements can be found in the 
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Code of Virginia and in the regulations and 
in orders of the Virginia State Corporation  

  Commission. 
 
            02-04-11 
 
 
WEST VIRGINIA   West Virginia’s requirements can be found in 

the West Virginia Code and in orders of the 
Public Service Commission of West Virginia.  

 
            02-04-12  
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SUMMARY The Arkansas Public Service Commission 

adopted Affiliate Transaction Rules May 25, 
2007.   The purpose of the rules is to ensure 
that all transactions among or between a 
public utility and any affiliates or 
divisions do not result in rates which are 
unreasonable and in violation of Arkansas 
statutes; to ensure that the rates charged by 
public utilities do not provide any subsidy 
to affiliates or divisions of the public 
utility which are involved in non-utility 
activities or which provide services to the 
public utility; to prevent anti-competitive 
behavior, and market manipulation or market 
power; and to prevent financial risk to rate-
regulated public utility operations which may 
arise from business endeavors of an 
unregulated affiliate. 

  
 The following summarizes the Affiliate 

Transaction Rules as adopted. 
 
 
DOCUMENTATION REQUIRE- The Commission’s documentation requirements 
MENTS applicable to affiliate transactions are 

provided in the table below: 
 
     

SUBJECT REQUIREMENT 
Record 
Keeping 
Rule IV 
 
 
 
 
 
 
 
 
 
 

A public utility is to keep 
books and records separately 
from the books and records of 
its affiliates and to 
maintain such books and 
records in accordance with 
applicable rules and orders 
of the Commission, and with 
Generally Accepted Accounting 
Principles as amended. 
 
Such books and records shall 
contain all information 
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SUBJECT REQUIREMENT 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

necessary to identify all 
affiliate transactions in 
which a public utility 
participated; and identify 
and allocate or impute all 
revenues and costs (both 
direct and indirect) 
associated with all such 
affiliate transactions. 
 
Upon the creation of a new 
affiliate that will 
participate with a public 
utility, the utility shall, 
no later than 60 days after 
the creation of the 
affiliate, notify the 
Commission by letter to the 
Secretary of the Commission 
of the creation of the new 
affiliate, and the notice 
shall include an explanation 
of how the public utility 
will implement these rules 
with respect to the new 
affiliate. 
 

 
 
 
 
 
 
 

Each public utility shall 
maintain, for at least five 
years, records of each 
affiliate transaction in 
which it participated and the 
records shall: 

a. be made 
contemporaneously with 
each affiliate 
transaction; 

b. be in a readily 
retrievable format; and 

c. include, for each 
affiliate transaction: 

1. identify of the 
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SUBJECT REQUIREMENT 
affiliate; 

2. commencement and 
termination dates 
of the transaction; 

3. description of the 
affiliate 
transaction, 
including the 
nature and quantity 
of value provided 
and received; 

4. the dollar amount 
of the transaction 
and the manner in 
which such dollar 
amount was 
calculated; 

5. all other terms of 
the transaction; 

6. the direct and 
indirect costs 
associated with the 
transaction, 
including any 
allocation formula 
used to attribute 
indirect costs; 

7. all information 
necessary to verify 
compliance with the 
rules and the 
accuracy of amounts 
stated, i.e. 
invoices, vouchers, 
communications, 
journal entries, 
workpapers, 
information 
supporting the 
price of each 
transaction, 
including but not 
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SUBJECT REQUIREMENT 
limited to the cost 
and allocation 
method of the 
transaction and 
when the cost was 
the result of a 
competitive bidding 
process, the market 
price and basis for 
the market price; 

8. be summarized and 
filed with the 
Commission as part 
of the annual 
report.  Unless 
otherwise ordered 
by the Commission, 
a copy of FERC Form 
60, Annual Report 
of Centralized 
Service Companies, 
may be filed. 

 Each public utility shall 
file contemporaneously with 
its annual report a summary 
report indicating the 
aggregate dollar amount of 
all transactions described in 
Rule III.G.(1), (2), (3), and 
(4) which the utility has 
conducted with each utility, 
including the name of each 
such affiliate. 

 Each public utility is to 
maintain, update annually, 
train its employees in, and 
(within 120 days following 
the effectiveness of these 
rules, and thereafter, to the 
extent of material changes, 
in each annual report) file 
with the Commission, written 
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SUBJECT REQUIREMENT 
procedures which ensure 
compliance with the rules, 
such procedures shall 
include, at a minimum: 

a. all internal rules, 
practices, financial 
record keeping 
requirements, and other 
policies governing 
affiliate transactions 
among or between the 
public utility and its 
affiliates; 

b. the names and addresses 
of all the public 
utility’s affiliates; 

c. an organizational chart 
depicting the ownership 
relationships between 
the public utility and 
those affiliates that 
participate in affiliate 
transactions with the 
public utility; 

d. a description of the 
types of assets, goods 
and services provided in 
any existing affiliate 
transaction lasting more 
than one year; and  

e. a cost allocation manual 
or other description of 
the method used to  
determine compensation  
in affiliate     
transactions     

Commission 
Access 

The Commission shall have 
access to all books and 
records of a public utility 
and its affiliate to the 
extent such access is 
relevant to determining 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 79 of 1829



Document 
Number 

 
Cost Allocation 
Manual 

Date 
    August 6, 2007 

Page 
 6 

    
  
   

Section  
 
State Commission Rules 
Subject 
 
ARKANSAS RULES AND REQUIREMENTS 

 

 
             

02-04-02 

SUBJECT REQUIREMENT 
compliance with all 
applicable Arkansas statutes 
and rules or establishing 
rates subject to the 
Commission’s jurisdiction. 

 
 
ALLOCATION OF COSTS  The Commission’s rules for the allocation of  
AND REVENUES   certain costs and revenues related to 

affiliate transactions are provided in the 
table below: 

 
SUBJECT REQUIREMENTS 

Affiliate 
Financial 
Transactions 
Rule IV 

Except as provided otherwise 
in the Rules or in other 
applicable law, a public 
utility shall not engage in 
any affiliate transaction in 
which the public utility: 

1. provides to or shares 
with any affiliate any 
financial resource or 
financial benefit, 
including, but not 
limited to any loan, 
extension of credit, 
guarantee or assumption 
of debt, 
indemnification, pledge 
of collateral; or 
encumbrance of or 
restriction on the 
disposition of any 
public utility; or 

2. incurs any debt for 
purposes of investing 
in, or otherwise 
supporting, any business 
other than the provision 
of public utility 
service in Arkansas. 
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 A public utility may obtain 
financial resources from an 
affiliate for public utility 
purposes, provided that the 
cost to the public utility of 
such financial resource does 
not exceed the lower of 
market price or the 
affiliate’s fully allocated 
cost. 

 This part of the rule shall 
not apply to or prohibit any 
of the following unless the 
Commission finds, after 
notice and hearing, unless 
waived by the parties, and 
consistent with applicable 
law, that the arrangement is 
not consistent with the 
purposes of the rules: 

1. An inter-affiliate 
financial transaction 
integral to an affiliate 
transaction for goods or 
services to and 
consistent with Rule V 
(Affiliate Transactions 
Other than Financial 
Transactions); 

2. Payment of dividends by 
a public utility to 
affiliates that own 
stock in such public 
utility; 

3. Transactions in 
connection with the 
factoring of accounts 
receivable, the creation 
and use of special 
purpose financing 
entities, and the 
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SUBJECT REQUIREMENTS 
creation and use of 
money pool or cash 
management arrangements, 
subject to safeguards to 
prevent cross-
subsidization and 
unauthorized pledges or 
encumbrances of public 
utility assets; 

4. Any loan, extension of 
credit, guarantee, 
assumption of debt, 
restriction on 
disposition of assets, 
indemnification, 
investment, or pledge of 
assets by public utility 
for the purpose of 
supporting the utility 
related business 
activities of an 
affiliate; 

5.  Any debt incurred by a 
public utility, 
including debt that 
imposes any encumbrance 
on, or any restriction 
placed on the 
disposition of any 
assets of, the public 
utility for the purpose 
of supporting the 
utility related business 
activities of an 
affiliate; 

6. Receipt by a public 
utility of capital 
contributions or 
proceeds from the sale 
of common stock to its 
parent holding company; 

7. Receipt by a public 
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SUBJECT REQUIREMENTS 
utility of financial 
resources from an 
affiliate for any non-
public utility purpose, 
provided that the cost 
to the public utility of 
such resources shall not 
be recovered from the 
public utility’s 
customers in Arkansas; 

8. Any financing 
arrangement involving a 
public utility and any 
affiliate that was in 
existence as of the 
effective date of the 
rules; provided that the 
public utility files 
with the Commission a 
description of each such 
arrangement involving a 
public utility and any 
affiliate having an 
annual value or amount 
in excess of $350,000 
and such filing is 
received within 120 days 
of the effective date of 
the rules; 

9. Any other affiliate 
transaction proposed by 
a public utility, 
provided that the public 
utility first files with 
the Commission an 
application for approval 
of such proposed 
affiliate financial 
transaction including a 
detailed description 
thereof and any relevant 
supporting 
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SUBJECT REQUIREMENTS 
documentation, and the 
Commission finds, after 
notice and hearing, 
unless waived by the 
partied, on such 
application, that the 
proposed affiliate 
financial transaction is 
consistent with the 
purposes of the rules. 

Affiliate 
Transactions 
other than 
Financial 
Transactions 
Rule V 

With respect to an affiliate 
transaction involving assets, 
goods, services, information 
having competitive value, or 
personnel, a public utility 
shall not: 

1. receive anything of 
value, unless the 
compensation paid by the 
public utility does not 
exceed the lower of 
market price of fully 
allocated cost of the 
item received; and, 

2. provide anything of 
value, unless the 
compensation received by 
the public utility is no 
less than the higher of 
market price or fully 
allocated cost of the 
item provided. 

 
 This rule shall not apply to: 

1. exchanges of information 
(a)necessary to the 
reliable provision of 
public utility service 
by a public utility, 
provided such exchange 
occurs consistently with 
guidelines published by 
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SUBJECT REQUIREMENTS 
the utility and applied 
equally to affiliates 
and non-affiliates; (b)  
required by or necessary 
to comply with federal 
statutes or regulations; 
or (c)between or among a 
public utility, its 
parent holding company, a 
service company and any 
affiliated rate-regulated 
utility in another State.

 
2. The provision of shared 
corporate support services, 
at fully allocated cost, 
between or among a public 
utility and any affiliate, 
including a service company. 
 
3. The provision, at fully 
allocated cost, of assets, 
goods, services, or personnel 
between or among a public 
utility and a affiliated rate-
regulated utility in another 
State. 
 
4.The provision of assets, 
goods, services, information 
having competitive value, or 
personnel, at a price 
determined by competitive 
bidding or pursuant to a 
regulatory filed or approved 
tariff or contract. 
 
5.  Any other affiliate 
transaction proposed by a 
public utility to be exempted 
from the rule provided that 
the public utility first 
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files with the Commssion an 
application for an exemption 
of such proposed affiliate 
transaction from  the 
requirements of the rule, 
including a detailed 
description of the proposed 
transaction and any relevant 
supporting documentation, and 
the Commission finds, after 
notice and hearing, that the 
exemption is consistent with 
the purposes of the rules. 

  
 
 
COMPLIANCE The Commission’s compliance requirements 
REQUIRIEMENTS applicable to the affiliate transactions are 
 provided in the table below: 
 

SUBJECT REQUIREMENT 
Annual 
Certification 

No later than June 1 of each 
year, each public utility 
shall file with the 
Commission a notice, signed 
by both the public utility’s 
president or chief executive 
officer and its chief 
financial offices, certifying 
the public utility’s 
compliance with these rules 
in the prior year; and other 
annual information and 
reports required under the 
rules. 
 

 The Commission may at any 
time initiate a proceeding 
against a public utility to 
determine whether a 
reasonable basis exists that 
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SUBJECT REQUIREMENT 
the public utility is out of 
compliance with the rules.   
If the Commission, after 
notice and hearing, makes 
such determination, the 
Commission may require the 
public utility to engage an 
independent accountant ( 
which, at the public 
utility’s election, may be 
the accountant that regularly 
audits the public utility’s 
financial statements) to 
conduct Agreed Upon 
Procedures to review 
identified accounting 
entries, methods or 
procedures used by the public 
utility in connection with 
these rules.   A work plan 
outlining such Agreed Upon 
Procedures, together with 
such letters or 
acknowledgements as shall be 
reasonably required by the 
accountant in connection with 
such engagement, shall be 
developed by the public 
utility and filed with the 
Commission for approval.  
Upon review of the 
information provided by such 
independent accountant after 
undertaking, the Commission 
may order the public utility 
to make changes in its 
accounting methods or 
procedures found by the 
Commission in to be 
reasonably necessary to 
ensure future compliance with 
these Rules. 
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OTHER REQUIREMENTS –  Additional requirements applicable to 

affiliate transactions are provided in the 
table below: 

 
      

SUBJECT REQUIREMENT 
Bond Rating 
Downgrades 
Rule VII 

This rule applies to any 
public utility that has a 
separate, stand-alone bond 
rating by Standard and Poor’s 
or Moody’s, and that has 
affiliates, other than utility 
related businesses, with 
assets whose total book value 
exceeds ten percent of the 
book value of the public 
utility’s assets. 
 
If a public utility’s bond 
ratings are downgraded to a 
Standard and Poor’s rating of 
BB+ or lower, or to a Moody’s 
rating of Ba1 or lower, such 
utility shall notify the 
Commission within 30 days of 
such downgrading. The public 
utility will provide the 
Commission a copy of publicly 
released information about 
such rating downgrade and such 
other information as the 
Commission requests. 
 
If the Commission finds, after 
notice and opportunity for 
hearing, that the public 
utility’s downgrade would not 
have occurred but for one or 
more relationships between 
such public utility and one or 
more affiliates, then the 
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Commission may impose remedies 
designed to insulate the 
public utility and its 
customers from any diminution 
in the public utility’s 
ability to carry out its 
obligation to serve at 
reasonable rates. 

Utility 
Ownership of 
Non-utility 
Business 
Rule VIII 

A public utility shall not 
engage in a non-utility 
business other than a utility 
related business if the total 
book value of the non-utility 
assets owned by the utility 
exceeds 10 percent of the book 
value of the total assets of 
the public utility and all its 
affiliates. 
 
This rule does not apply to or 
prohibit a public utility or 
any affiliate thereof from 
continuing to engage in any 
non-utility business existing 
as of the effective date of 
these rules; provided the 
public utility files with the 
commission a description of 
such non-utility business 
existing as of the effective 
date of these rules and such 
filing is received within 120 
days of the effective date of 
these rules. 
 
Each public utility or its 
public utility holding company 
shall file an annual report 
with the Commission in 
accordance with the rules that 
includes: 

1. a certification by the 
president of the public 
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utility that the public 
utility is in compliance 
with this section ;and  

2. all financial information 
necessary for the 
Commission to determine 
the utility is complying 
with the requirements of 
the rules. 

EXEMPTIONS 
Rule XI 

Any utility may petition for 
exemption from any of the 
rules on the basis that 
application of the rule would 
not be in the public interest. 
 
Any existing financial 
arrangements, provision of 
corporate services or other 
affiliate relationship which 
could be deemed to be in 
violation of these rules will 
be allowed to continue for a 
period of one year from 
adoption of these rules in 
order to allow the utilities 
involved to seek an exemption 
from the application of these 
rules for those existing 
circumstances 

MISCELLANEOUS
Rule X 

The costs of any affiliate 
transaction found to be 
inconsistent with these rules 
shall be adjusted in a 
ratemaking proceeding to be 
consistent with these rules. 
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SUMMARY    Indiana’s rules and requirements applicable to 
cost allocations and affiliate transactions can 
be found in the Indiana Code and in the Indiana 
Utility Regulatory Commission’s (the IURC’s, or 
the Commission’s) order, dated April 26, 1999, 
in Cause No. 41210, including the Stipulation 
and Settlement Agreement which is attached to 
the order as Exhibit A, as well as other orders 
of the Commission.   

 
Cause No. 41210 covers the IURC’s investigation 
of the proposed merger of American Electric 
Power Company, Inc. and Central and South West 
Corporation.  Section 8 of the Stipulation and 
Settlement Agreement provides for Affiliate 
Standards between the regulated and non-
regulated affiliates of the merged company.  

 
DOCUMENTATION REQUIRE- The IURC’s documentation requirements for 
MENTS    affiliate transactions are captured in the 

following table: 
 

SUBJECT REQUIREMENT 
Separate Books 
and Records 

Each AEP Operating Company 
shall maintain, in 
accordance with generally 
accepted accounting 
principles, books, records 
and accounts that are 
separate from the books, 
records and accounts of its 
affiliates, consistent with 
Part 101 – Uniform System of 
Accounts prescribed for 
Public Utilities and 
Licensees subject to the 
provisions of the Federal 
Power Act. [Section 8.B.] 

  
Cost 
Allocation 

An AEP operating company 
which provides both 
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SUBJECT REQUIREMENT 
Documentation 
 
 

regulated and non-regulated 
services or products, or an 
affiliate which provides 
services or products to an 
AEP operating company, shall 
maintain documentation in 
the form of written 
agreements, an organization 
chart of AEP (depicting all 
affiliates and AEP operating 
companies), accounting 
bulletins, procedure and 
work order manuals, or other 
related documents, which 
describe how costs are 
allocated between regulated 
and non-regulated services 
or products.[Section 8.P.] 

Employee 
Movements 

AEP shall document all 
employee movement between 
and among all affiliates.  
Such information shall be 
made available to the IURC 
and consumer advocate upon 
request.  [Section 8. G.] 

Itemized 
Billing 
Statements 
 
 
 
 
 
 
 
 
 
 
Itemized 
Billing 

Any untariffed, non-utility 
service provided by an AEP 
operating company or 
affiliated service company 
to any affiliate shall be 
itemized in a billing 
statement pursuant to a 
written contract or written 
arrangement.  The AEP 
operating company and any 
affiliated service company 
shall maintain and keep 
available for inspection by 
the Commission copies of 
each billing statement, 
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SUBJECT REQUIREMENT 
Statements 
(Cont’d) 

contract and arrangement 
between the AEP operating 
company or affiliated 
service company and its 
affiliates that relate to 
the provision of such 
untariffed non-utility 
services. [Section 8.E.] 
 
Goods and services provided 
by a non-utility affiliate 
to an AEP operating company 
shall be by itemized billing 
statement pursuant to a 
written contract or written 
arrangement.  The operating 
company and non-utility 
affiliate shall maintain and 
keep available for 
inspection by the  
Commission copies of each 
billing statement, contract 
and arrangement between the 
operating company and its 
non-utility affiliates that 
relate to the provision of 
such goods and services in 
accordance with the  
Commission’s applicable 
retention requirements. 
[Section 8.F.] 

     [Source: Stipulation and Settlement Agreement 
in Cause No. 41210] 

 
TRANSFER PRICING  Transactions between the regulated electric 

utility and its affiliates shall adhere to the 
affiliate standards included in the following 
table: 

 
SUBJECT REQUIREMENT 
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SUBJECT REQUIREMENT 
Guiding 
Principles 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Guiding 

The financial policies and 
guidelines for transactions 
between the regulated 
utility and its affiliates 
shall reflect the following 
principles: 
 
1. An AEP operating       

company’s retail         
customers shall not 
subsidize the activities 
of the operating 
company’s non-utility 
affiliates or its utility 
affiliates. [Section 
8.A.1.] 

2. An AEP operating 
company’s costs for 
jurisdictional rate 
purposes shall reflect 
only those costs 
attributable to its 
jurisdictional customers. 
[Section 8.A.2.] 

3. These principles shall be 
applied to avoid costs 
found to be just and 
reasonable for ratemaking 
purposes by the 
Commission being left 
unallocated or stranded 
between various 
regulatory jurisdictions, 
resulting in the failure 
of the opportunity for 
timely recovery of such 
costs by the operating 
company and/or its 
utility affiliates; 
provided, however, that 
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SUBJECT REQUIREMENT 
Principles 
(Cont’d)  

no more than one hundred 
percent of such cost 
shall be allocated on an 
aggregate basis to the 
various jurisdictions.   
[Section 8.A.3.] 

4.An AEP operating company  
shall maintain and 
utilize accounting 
systems and records that 
identify and appro-
priately allocate costs 
between the operating 
company and its 
affiliates, consistent 
with these cross-
subsidization principles 
and such financial 
policies and guidelines. 
[Section 8.A.4.] 

Asset 
Transfers 

 Asset transfers between an 
 AEP operating company and a 
 non-utility affiliate shall 
 be at fully distributed  
 costs in accordance with   
 current SEC issued  
 requirements or other  
statutory requirements if  
the SEC has no 
jurisdiction. [Section 
8.C.] 

     [Source: Stipulation and Settlement Agreement 
in Cause No. 41210]  

 
      
REPORTING REQUIREMENTS The Stipulation and Settlement Agreement in 

Cause No. 41210 provides in part that the IURC 
may establish reporting requirements regarding 
the nature of inter-company transactions 
concerning the operating company and a 
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description of the basis upon which 
 cost allocations and transfer pricing have 

   been established in these transactions. 
[Section 8.W.] 

 
AUDIT REQUIREMENTS  According to the provisions of the Stipulation 

and Settlement Agreement, an AEP operating 
company shall record all transactions with its 
affiliates, whether direct or indirect.  Also, 
an AEP operating  

     company and its affiliates shall maintain 
sufficient records to allow for an audit of 
the transactions involving the operating 
company and its affiliates. [Section 8.C.] 

 
Furthermore, AEP shall contract with an 
independent auditor who shall conduct biennial 
audits for eight years after merger 
consummation of affiliated transactions to 
determine compliance with the affiliate 
standards contained in the Stipulation and 
Settlement Agreement.  The results of such 
audits shall be filed with the Commission. 
[Section 8.V.] 
 
Prior to the initial audit, AEP will conduct an 
informational meeting with the Commission 
regarding how its affiliates and affiliate  

     transactions will or have changed as a result  
     of the merger. [Section 8.V.]  

 
The Stipulation and Settlement Agreement  

 approved by the Commission in Cause No. 41094 
    states that I&M may be subject, no more than  

     once annually, to an independent audit of all 
     matters deemed relevant to retail rates and  
     which relate, directly, or indirectly to  
     transactions or [asset] transfers between 
     I&M and AEPC. 
  
OTHER REQUIREMENTS The Stipulation and Settlement Agreement 
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contains other requirements related to 
affiliate transactions some of which are listed 
here:    

 
 Thirty days prior to filing any affiliate 

contract (including service agreements) 
with the Securities and Exchange 
Commission or the Federal Energy 
Regulatory Commission the AEP operating 
company shall submit to the Commission a 
copy of the proposed filing. [Section 8. 
T.] 

 AEP will provide the Commission with 
notice at least 30 days prior to any 
filings that propose new allocation 
factors with the SEC. [Section 6]  

 AEP shall designate an employee who will 
  act as a contact for the Commission and 

consumer advocates seeking data and  
  information regarding affiliate 

transactions and personnel transfers.  
Such employee shall be responsible for 

  providing data and information requested  
  by the Commission for any and all 

transactions between the jurisdictional 
operating company and its affiliates, 
regardless of which affiliate(s), 

   subsidiary(ies) or associate(s) of the 
OTHER REQUIREMENTS AEP operating company from which the  
(Cont’d) information is sought. [Section 8.Q.] 
 
 The Indiana Code [§8-1-2-49] states, in part,  
 that no management, construction,  
 engineering, or similar contract with any  
 affiliated interest shall be effective unless 
      it shall first have been filed with the  
      Commission.  If it is found that any such 
      contract is not in the public interest, the 
 Commission, after investigation and a  
 hearing, is authorized to disapprove the 
 contract.      
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SUMMARY    Kentucky’s rules and requirements applicable 
to cost allocations and affiliate 
transactions are contained in Kentucky 
Revised Statues, (KRS) 278.2201 thru 
278.2219; Kentucky Public Service Commission 
Regulation 807KAR 5:08 and in certain orders 
of the Kentucky Public Service Commission 
(the Commission).  

 
CAM REQUIREMENTS  The following table summarizes Kentucky’s 

Cost Allocation Manual (CAM) requirements: 
 

SUBJECT REQUIREMENT 
Summary Any utility that engages in 

a non-regulated activity, 
whose revenue exceeds 2% of 
the utility’s total revenue 
or $1,000,000 annually, 
shall develop and maintain a 
CAM. [KRS278.2203 (4) (a)]  

“CAM” 
Definition 

CAM means a cost allocation 
manual; that is, an indexed 
compilation and 
documentation of a company’s 
cost allocation policies and 
related procedures.  [KRS 
278.010 (20)] 

Contents 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The CAM shall contain the 
following information for a 
utility’s jurisdictional 
operations in the 
Commonwealth of Kentucky: 
(a) A list of regulated and 

non-regulated divisions 
within the utility; 

(b) A list of all regulated 
and non-regulated 
affiliates of the 
utility to which the 
utility provides 
services or products 
and where the 
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SUBJECT REQUIREMENT 
 
 
Contents 
(Cont’d) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

affiliates provide non-
regulated activities as 
defined in [KRS278.2205 
(2) (a) (b)]; 

(c) A list of services and 
products provided by 
the utility, an 
identification of each 
as regulated or non-
regulated, and the cost 
allocation method 
generally applicable to 
each category; 
[KRS278.2205 (2) (c)]; 

(d) A list of incidental, 
non-regulated 
activities that are 
reported as regulated 
activities in 
accordance with the 
provisions pf 
[LRS278.2205 (2) (d)]; 

(e) A description of the 
nature of transactions 
between the utility and 
the affiliate; and 
[KRS278.2205 (2) (e)]; 

(f)  For each FERC account  
     and sub-account, a     
     report that identifies 
     whether the account    
     contains costs         
     attributable to        
     regulated operations   
     and non-regulated      
     operations.  The report 
     shall also identify    
     whether the costs are  
     joint costs that cannot 
     be directly identified. 
     A description of the   
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SUBJECT REQUIREMENT 
 
 
Contents 
(Cont’d) 
 
 

     methodology used to    
     apportion each of these 
     costs shall be included 
     and the allocation     
     methodology shall be   
     consistent with cost   
     allocation             
     methodologies set out  
     in KRS 278.2203.       
[KRS278.2205 (2) (f)]  

Filing 
Requirements 

Within 270 days of the 
effective date of July 14, 
2000, the utility shall 
file: 
(a) A statement with the   

Commission that        
certifies the CAM has  
been developed and will 
be adopted by manage-
ment effective with the 
beginning of the next  
calendar year. The 
statement shall be 
signed by an officer of 
the utility; and 

(b) One copy of the CAM.  
[KRS278.2205 (3) (a)-(b)] 

Changes Within 60 days of any 
material change in matters 
required to be listed in the 
CAM, the utility shall amend 
the CAM to reflect the 
change.  [KRS278.2205 (4)] 

Public 
Inspection 

The CAM shall be available 
for public inspection at the 
utility and at the Commiss-
ion. [KRS278.2205 (5)] 

Rate 
Proceedings 
              
 

The CAM shall be filed as 
part of the initial filing 
requirement in a proceeding 
involving an application for 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 100 of 1829



Document 
Number 

 
Cost Allocation 
Manual 

Date 
     August 8, 2007 

Page 
 4 

    
  
   

Section  
 
State Commission Rules 
Subject 
 
KENTUCKY RULES AND REQUIREMENTS 

 
 

 
             

02-04-04 

SUBJECT REQUIREMENT 
 
Rate 
Proceedings 
(Cont’d)  

an adjustment in rates 
pursuant to KRS 278.190.   
[KRS278.2205(6)] 

 
TRANSFER PRICING  KRS278.2207 thru KRS278.2219 contains very 

specific instructions on the pricing of 
assets, services and products transferred 
between the utility and its affiliates, as 
captured in the following table: 

 
SUBJECT REQUIREMENT 

Summary     
         

A utility shall not subsidize 
a non-regulated activity 
provided by an affiliate or 
by the utility itself. 
Utilities must keep separate 
accounts and allocate costs 
in accordance with procedures 
established by the 
Commission. [KRS278.2201] 

Pricing 
Rules 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The terms for transactions 
between a utility and its 
affiliates shall be in 
accordance with the 
following:  
(a) Services and products   

provided to an affiliate 
by the utility pursuant 
to a tariff shall be at 
the tariffed rate, with 
nontariffed items priced 
at the utility’s fully  
distributed cost but in 
no event less than      
market, or in compliance 
with the utility’s      
existing United States 
Department of 
Agriculture (USDA), 
Securities and Exchange 
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SUBJECT REQUIREMENT 
Pricing 
Rules 
(Cont’d) 

Commission (SEC), or 
Federal Energy Regula-  
tory Commission (FERC) 
approved cost allocation 
methodology. 
[KRS278.2207 (1) (a)] 

(b) Services and products 
provided to the utility 
by an affiliate shall be 
priced at the 
affiliate’s fully- 
distributed cost but in 
no event greater than 
market or in compliance 
with the utility’s 
existing USDA, SEC, or 
FERC approved cost 
allocation methodology. 
[KRS278.2207 (1) (6)] 

NOTE:  A utility may file an 
application with the 
commission requesting a 
deviation from the 
requirements of this section 
for a particular transaction 
or class of transactions.  
The utility shall have the 
burden of demonstrating that 
the requested pricing is 
reasonable.  The commission 
may grant the deviation if it 
determines the deviation is 
in the public interest.  
Nothing in this section shall 
be construed to interfere 
with the commission’s 
requirement to ensure fair, 
just, and reasonable rates 
for utility services. 
[IRS278.2219 92)] 
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AFFILIATE TRANSACTION Kentucky Public Service Commission and the 

Commission’s orders in Case REPORTING 
REQUIREMENTS Nos. 97-309 and 99-149 contain 
very specific reporting requirements for 
affiliate transactions. 

 
Regulation 807KAR5:080 In addition to the CAM reporting requirements 

established by KRS 278.2201 thru 278.2219 as 
noted above, PSC Regulation 807 KAR 5:080 
requires the utility to inform the Commission 
of new non-regulated activities begun by 
itself or by the utility’s affiliate within a  

     timeframe to be established by the Commission 
[KRS278.230 (3)].   

 
Also, the Commission may require the utility 
to file annual reports of information related 
to affiliate transactions when necessary to 
monitor compliance with the transaction 
guidelines contained in KRS278.2205 [807KAR 
5:080 Section 2] 
 

Case 97-309   In Case 97-309 involving the approval of 
affiliate transactions between KPCO and AEPC 
(as outlined above), the Commission has 
ordered KPCO to file an annual report that 
lists all transactions with AEPC that 
describes the parties involved, the assets 
transferred, the services provided and the 
transaction prices.  The report should also 
specify for each transaction whether the 
price was based on cost or market and, if 
market, how the market price was determined.  
 

Case 99-149     The Commission’s order in Case No. 99-149, 
dated June 14, 1999, related to the proposed 
merger of American Electric Power Company, 
Inc. (AEP) and Central and South West 
Corporation established specific reporting 
requirements for KPCO, its parent company 
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(i.e., AEP) and related subsidiaries. While 
the Commission’s order in Case No. 99-149 has 
been superseded by KRS 278.2201 thru 
KRS278.2219 and Ky PSC Regulation 
807KAR5:080, dated July 14, 2000, the 
periodic reports required by the Commission’s 
June 1999 order remain in effect. The 
following table provides details of the 
specific reporting requirements: 

  
SUBJECT REQUIREMENT 

Periodic 
Reports [Case 
No. 99-149, 
Page 10]      
               
 
 
 

1. Annual financial 
statements of AEP should 
be furnished to the 
Commission, including 
consolidating 
adjustments of AEP and 
its subsidiaries with a 
brief explanation of 
each adjustment and all 
periodic reports filed 
with the SEC. 

2. All subsidiaries should 
prepare and have 
available monthly and 
annual financial 
information required to 
compile financial       
statements and to comply 
with other reporting 
requirements. 

3. The financial statements 
   for any non-consolidated 
   subsidiaries of AEP      
   should be furnished. 
 

Annual Reports 
[Case No. 99-
149, Page 11 
¶1,2] 
 
 

1. A general description of 
the nature of inter-
company transactions 
shall be provided with 
specific identification 
of major transactions, 
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Annual Reports 
[Case No. 99-
149, Page 11 
¶1,2] (Cont’d) 
 
 
 
 
 
 
 
 
 
 

and a description of the 
basis upon which cost 
allocations and transfer 
pricing have been 
established.  This 
report should discuss 
the use of the cost or 
market standard for the 
sale or transfer of 
assets, the allocation 
factors used, and the 
procedures used to 
determine these factors 
if they are different 
from the procedures used 
in prior years. 

2. A report that identifies 
professional personnel 
transferred from KPCO to 
AEP or any of its non-
utility subsidiaries 
shall be provided to the 
Commission.  This report 
should include a 
description of the 
duties performed by the 
employee while employed 
by KPCO and to be 
performed subsequent to 
transfer. 

3. AEP should file on an    
   annual basis a report    
   detailing KPCO’s         
   proportionate share of   
   AEP’s total operating    
   revenues, operating and  
  maintenance expenses, and 

   number of employees. 
Special 
Reports [Case 
No. 99-149, 

1. AEP should file any     
contracts or other  

  agreements concerning the 
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SUBJECT REQUIREMENT 
Pages 11-12] 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

   transfer of utility      
   assets or the pricing of 
   inter-company            
   transactions with the    
   Commission at the time   
   the transfer occurs. 
2. AEP should also file the 

following special 
reports: 
 An annual report of 

the number of 
employees of AEP and 
each subsidiary on the 
basis of payroll 
assignment. 

 An annual report 
containing years of 
service at KPCO and 
the salaries of 
professional employees 
transferred from KPCo 
to AEP or its 
subsidiaries filed in 
conjunction with the 
annual transfer of 
employees report. 

 An annual report of 
cost allocation 
factors in use, 
supplemented upon 
significant change. 

 Summaries of any cost 
allocation studies 
when conducted and the 
basis for the methods 
used to determine the 
cost allocation 
effect. 

 An annual report of 
methods used to update 
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SUBJECT REQUIREMENT 
or revise the cost 
allocation factors in 
use, supplemented upon 
significant change.  

Use of 
Existing 
Reports [Case 
No. 99-149, 
Page 12 ¶7] 

Where the same information 
sought in the above noted 
reports has been filed with 
the SEC, FERC, or another 
state regulatory 
commission, AEP may provide 
copies of those filings 
rather than prepare 
separate reports.  
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SUMMARY Louisiana’s requirements applicable to cost 
allocations and affiliate transactions are 
contained in the Affiliate Transaction 
Conditions that appear in Appendix A to the 
Louisiana Public Service Commission’s (the 
Commission’s) Order No. U-23327, dated 
September 16, 1999, in the matter of the 
proposed merger of American Electric Power 
Company, Inc. (AEP) and Central and South 
West Corporation. 

 
DOCUMENTATION REQUIRE- The Commission’s documentation requirements  
MENTS applicable to affiliate transactions, as 

contained in the Affiliate Transaction 
Conditions, are captured in the following 
table: 

 
SUBJECT REQUIREMENT 

Access to 
Books and 
Records 

AEP and Southwestern Electric 
Power Company (SWEPCO, and 
the Company) will provide the 
Commission access to their 
books and records, and to any 
records of their subsidiaries 
and affiliates that 
reasonably relate to 
regulatory concerns and that 
affect SWEPCO’s cost of 
service and/or revenue 
requirement. [¶ 2]  

Service 
Company 
Costs 

For ratemaking and regulatory 
reporting purposes, SWEPCO 
shall reflect the costs 
assigned or allocated from 
affiliate service companies 
on the same basis as if 
SWEPCO had incurred the costs 
directly.  This condition 
shall not apply to book 
accounting for affiliate 
transactions. [¶ 11]  
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ALLOCATION OF COSTS The Commission’s requirements for the 
 allocation of certain costs and revenues, as 
 contained in the Affiliate Transaction 

Conditions, are presented in the following 
table: 

 
SUBJECT REQUIREMENT 

Notification 
of Changes in 
Cost 
Allocation 
Methodologies 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The Company shall submit in 
writing to the Commission 
any changes it proposes to 
the System Agreement, the 
System Integration Agreement 
and any other affiliate cost 
allocation agreements or 
methodologies that affect 
the allocation or assignment 
of costs to SWEPCO.  The 
written submission to the 
Commission shall include a 
description of the changes, 
the reasons for such 
changes, and an estimate of 
the impact, on an annual 
basis, of such changes on 
SWEPCO’s regulated costs.  
To the extent that any such 
changes are filed with the 
SEC or FERC, the Company 
agrees to utilize its best 
efforts to notify the 
Commission at least 30 days 
prior to those filings and 
at least 90 days prior to 
the proposed effective date 
of those changes or as early 
as reasonably practicable, 
to allow the Commission a 
timely opportunity to 
respond to such filings.  If 
the documents to be filed 
with the SEC or FERC are not 
  

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 109 of 1829



Document 
Number 

 
Cost Allocation 
Manual 

Date 
     April 8, 2008 

Page 
     3

    
  
   

Section  
 
State Commission Rules 
Subject 
 
LOUISIANA RULES AND REQUIREMENTS 

 
 

 
             

02-04-05 

SUBJECT REQUIREMENT 
Notification 
of Changes in 
Cost Alloca-
tion Method-
ologies 
(Cont’d) 

finalized 30 days prior to 
the filing, the information 
required above may be 
provided by letter to the 
Commission with a copy of 
the SEC or FERC filing to be 
provided as it is prepared. 
The filing by the Company of 
this information with the 
Commission shall not 
constitute acceptance of the 
proposed changes, the 
allocation or assignment 
methodologies, or the 
quantifications for 
ratemaking purposes. [¶ 12] 

Revenue 
Allocation 
Applicable to 
Product or 
Service 
Development 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

If an unregulated business 
markets a product or service 
that was developed by SWEPCO 
or paid for by SWEPCO 
directly or through an 
affiliate, and the product 
or service is actually used 
by SWEPCO, all profits on 
the sale of such product or 
service (based on Louisiana 
retail jurisdiction) shall 
be split evenly between 
SWEPCO, which was 
responsible for or shared 
the cost or developing the 
product, and the unregulated 
business responsible for 
marketing the product or 
service to third parties, 
after deducting all 
incremental costs associated 
with making such product or 
service available for sale, 
including the direct cost of 
marketing such product or 
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SUBJECT REQUIREMENT 
Revenue 
Allocation 
Applicable to 
Product or 
Service 
Development 
(Cont’d) 

service.  However, in the 
event that such product or 
service developed by SWEPCO 
to be used in its utility 
business is not actually so 
used, and subsequently is 
marketed by the unregulated 
business to third parties, 
SWEPCO shall be entitled to 
recover all of its costs to 
develop such product or 
service before any such net 
profits derived from its 
marketing shall be so 
divided.  If SWEPCO jointly 
develops such product or 
service and shares the 
development with other 
entities, then the profits 
to be so divided shall be 
SWEPCO’s pro rata share of 
such net profits based on 
SWEPCO’s contribution to the 
development costs. [¶ 14] 

  
TRANSFER PRICING The Commission’s transfer pricing 

requirements for affiliate transactions, as 
contained in the Affiliate Transaction 
Conditions, are presented in the following 
table: 

 
SUBJECT REQUIREMENT 

Asset 
Transfers  
 
 
 
 
 
 
 

Purchases. Assets with a net 
book value in excess of $1 
million per transaction, 
purchased by or transferred 
to the regulated electric 
utility (SWEPCO) from an 
unregulated affiliate either 
directly or indirectly 
(through another affiliate), 
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SUBJECT REQUIREMENT 
Asset 
Transfers 
(Cont’d) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

must be valued for purposes 
of the Louisiana retail rate 
base (but not necessarily for
book accounting purposes) at 
the lesser of the cost to the 
originating entity and the 
affiliated group (CSW or AEP) 
or the fair market value, 
unless otherwise authorized 
by applicable Commission 
rules, orders, or other 
Commission requirements.  
[¶ 4.a.] 
 
Sales. Assets with a net book 
value in excess of $1 million 
per transaction, sold by or 
transferred from the 
regulated electric utility 
(SWEPCO) to an unregulated 
affiliate either directly or 
indirectly (through another 
affiliate), with the 
exception of accounts 
receivable sold by SWEPCO to 
AEP Credit Inc., must be 
valued for purposes of the 
Louisiana retail rate base 
(but not necessarily for book 
accounting purposes) at the 
greater of the cost to SWEPCO 
or the fair market value, 
unless otherwise authorized 
by applicable Commission 
rules, Orders, or other 
Commission requirements.  
[¶ 4.b.] 
 
Reporting. The Company shall 
notify the Commission in 
writing at least 90 days in 
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SUBJECT REQUIREMENT 
Asset 
Transfers 
(Cont’d) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

advance of a proposed 
purchase, sale or transfer of 
assets with a net book value 
in excess of $1 million if 
such proposed purchase, sale 
or transfer is expected at 
least 90 days before the 
anticipated effective date of 
the transaction.  With the 
notice, the Company shall 
provide such information as 
may be necessary to enable 
the Commission Staff to 
review the proposed 
transaction, including, 
without limitation, the 
identity of the asset to be 
transferred, the proposed 
transferor and transferee, 
the value at which the asset 
will be transferred, the net 
book value of the asset, and 
the anticipated effect on 
Louisiana retail customers.  
When such a transaction 
requires approval of a 
federal agency, under no 
circumstances shall such 
notification be less than 60 
days in advance or such 
longer advance period as the 
applicable federal agency 
from time to time prescribe. 
If not provided with the 
initial notice, the Company 
will provide the Commission 
with a copy of its federal 
filing at the same time it is 
submitted to the federal 
agency. [¶ 6] 
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SUBJECT REQUIREMENT 
Asset 
Transfers 
(Cont’d) 
 
 
 

Burden of proof. Consistent 
with Commission and legal 
precedents and Commission 
General Orders, the Company 
shall have the burden of 
proof in any subsequent 
ratemaking proceeding to 
demonstrate that such 
purchase, sale or transfer of 
assets satisfies the 
requirements of applicable 
Commission and legal 
precedent and Commission 
General Orders, and will not 
harm the ratepayers. [¶ 7] 
 
Treatment of gains or losses. 
The Commission reserves the 
right, in accordance with 
Commission and legal 
precedents and Commission 
General orders, to determine 
the ratemaking treatment of 
any gains or losses from the 
sale or transfer of assets to 
affiliates. [¶ 8]    

Goods and 
Services 
 
 
 
 
 
 
 
 
 
 
 
 
 

Purchases. With the exception 
of transactions between 
SWEPCO and AEP Credit Inc. 
and AEPSC, for goods and 
services, including lease 
costs, purchased by SWEPCO 
from unregulated affiliates 
either directly or indirectly 
(through another affiliate), 
SWEPCO agrees that it will 
reflect the lower of cost or 
fair market value in 
operating expenses for 
ratemaking purposes, unless 
otherwise authorized by 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 114 of 1829



Document 
Number 

 
Cost Allocation 
Manual 

Date 
     April 8, 2008 

Page 
     8

    
  
   

Section  
 
State Commission Rules 
Subject 
 
LOUISIANA RULES AND REQUIREMENTS 

 
 

 
             

02-04-05 

SUBJECT REQUIREMENT 
Goods and 
Services 
(Cont’d) 
 
 
 
 
 
 
 

applicable Commission rules, 
Orders, or other Commission 

ments.  [¶ 10] require
Sales. For goods and 
services, including lease 
costs, sold by SWEPCO to 
unregulated affiliates either 
directly or indirectly 
(through another affiliate), 
SWEPCO agrees that it will 
reflect the higher of cost or 
fair value in operating 
income (or as an offset to 
operating expenses) for 
ratemaking purposes, unless 
otherwise authorized by 
applicable Commission rules, 
Orders, or other Commission 
requirements (e.g., 
Commission-approved tariffed 
rates). [¶ 9] 

 
REPORTING REQUIREMENTS The Commission has not established periodic 

reporting requirements relative to affiliate 
transactions other than those noted above in 
connection with the notification of changes 
in cost allocation methodologies and asset 
transfers. 

 
AUDIT REQUIREMENTS The Commission’s audit requirements 

applicable to affiliate transactions, as 
contained in the Affiliate Transaction 
Conditions, are captured in the following 
table: 

 
SUJECT REQUIREMENT 

Audits of 
Affiliate 
Transactions 
 
 

AEP will cooperate with 
audits ordered by the 
Commission of affiliate 
transactions between SWEPCO 
and other AEP affiliates, 
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SUJECT REQUIREMENT 
Audits of 
Affiliate 
Transactions 
(Cont’d) 

including timely access to 
the books and records and to 
persons knowledgeable 
regarding affiliate 
transactions, and will 
authorize and utilize its 
best efforts to obtain 
cooperation from its external 
Auditor to make available the 
audit workpapers covering 
areas that affect the costs 
and pricing of affiliate 
transactions. [¶ 3] 

  
  
OTHER REQUIREMENTS Other requirements of the Commission 

applicable to affiliate transactions, as 
contained in the Affiliate Transaction 
Conditions, are presented in the following 
table: 

 
SUBJECT REQUIREMENT 

Competitive 
Bidding 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

SWEPCO or AEPSC on behalf of 
SWEPCO may not make any non-
emergency procurement in 
excess of $1 million per 
transaction from an 
unregulated affiliate other 
than from AEPSC except 
through a competitive bidding 
process or as otherwise 
authorized by the Commission. 
Transactions involving the 
Company and CSW Credit, Inc. 
(or its successor) for the 
financing of accounts 
receivables are exempt from 
this condition.  Records of 
all such affiliate trans-
actions must be maintained 
until the Company’s next 
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02-04-05 

SUBJECT REQUIREMENT 
Competitive 
Bidding 
Cont’d) 

comprehensive retail rate 
review.  In addition, at the 
time of the next comprehen-
sive rate review, all such 
transactions that were not  
competitively bid shall be 
separately identified for the 
Commission by the Company.  
This identification shall 
include all transactions 
between the Company and AEPSC 
in which AEPSC acquired the 
goods or services from 
another unregulated 
affiliate. [¶ 13] 

Mandating of 
Retail Access 
by the  
Commission 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

If retail access for SWEPCO-
La. is mandated by the 
Commission, or through action 
by the Federal Energy 
Regulatory Commission or 
federal legislation, then 
SWEPCO-La. shall have the 
right to petition the 
Commission for modification 
to the terms of this merger 
settlement, including the 
affiliate transaction 
conditions, that are made 
necessary by the mandating of 
retail access and its likely 
impact on the retail rates at 
SWEPCO-La.  Any such petition 
must establish the necessity 
of the proposed modifications 
and provide appropriate 
protections to ensure that 
the benefits of this merger 
are preserved for SWEPCO-La. 
regulated customers, 
including merger savings and 
the hold harmless provisions 
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SUBJECT REQUIREMENT 
Mandating of 
Retail Access 
by the 
Commission 
(Cont’d) 

set forth herein.  The 
Commission will act upon the 
petition in accordance with 
its normal rules and 
procedures.  This paragraph 
is not intended to limit 
SWEPCO’s right to petition 
the Commission in the event 
that electric utility 
unbundling or retail access 
is ordered by a state 
commission regulating 
SWEPCO’s retail rates, 
provided that SWEPCO must 
comply with the requirements 
set forth above in any such 
petition. [¶ 17] 
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02-04-06 

SUMMARY    Michigan’s rules and requirements applicable 
to cost allocations and affiliate 
transactions are included in various orders 
of the Michigan Public Service Commission 
(the MPSC, or the Commission).  
 

DOCUMENTATION REQUIRE- The MPSC’s documentation requirements for 
MENTS    affiliate transactions and cost allocations 

can be found in the Settlement Agreement 
approved by the Commission in its Opinion and 
Order in Case No. U-12204 in the matter of 
the proposed merger of American Electric 
Power Company, Inc. and Central and South 
West Corporation, and its Code of Conduct for 
electric utilities and alternative electric 
suppliers (Opinion and Order, dated December 
4, 2000, in Case No.U-12134) with Redline 
changes to October 29, 2001 Final Version.  
The term “alternative electric suppliers” is 
defined in MCL 460.10.g, MSA 22.13(10g). 

 
   The documentation requirements found in the 

Settlement Agreement document are captured in 
the following table: 

      
SUBJECT REQUIREMENT 

Separate Books 
and Records 
 
 
 
 
 
 

Each AEP Operating Company 
shall maintain, in 
accordance with generally 
accepted accounting 
principles, books, records 
and accounts that are 
separate from the books, 
records and accounts of its 
affiliates, consistent with 
Part 101 – Uniform System of 
Accounts prescribed for 
Public Utilities and 
Licensees subject to the 
provisions of the Federal 
Power Act, [Section 8.B.] 
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SUBJECT REQUIREMENT 
Cost 
Allocation 
Documentation 
 
 
 
 
 
 
 
 
 

An AEP operating company 
which provides both 
regulated and non-regulated 
services or products, or an 
affiliate which provides 
services or products to an 
AEP operating company, shall 
maintain documentation in 
the form of written 
agreements, an organization 
chart of AEP (depicting all 
affiliates and AEP operating 
companies), accounting 
bulletins, procedure and 
work order manuals, or other 
related documents, which 
describe how costs are 
allocated between regulated 
and non-regulated services 
or products. [Section 8.P.] 

Employee 
Movements 

AEP shall document all 
employee movement between 
and among all affiliates. 
Such information shall be 
made available to the 
Commission upon request. 
[Section 8.G.] 

Itemized 
Billing 
Statements 
 
 
 
 
 
 
 
 
 
 
 

Any untariffed, non-utility 
service provided by an AEP 
operating company or 
affiliate service company to 
any affiliate shall be 
itemized in a billing 
statement pursuant to 
written contract or written 
arrangement. The AEP 
operating company and any 
affiliated service company 
shall maintain and keep 
available for inspection by 
the Commission copies of 
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SUBJECT REQUIREMENT 
Itemized 
Billing 
Statements 
(cont’d) 
 

each billing statement, 
contract and arrangement 
between the AEP operating 
company or affiliated 
service company and its 
affiliates that relate to 
the provision of such 
untariffed non-utility 
services. [Section 8.E.] 
 
Goods and services provided 
by a non-utility affiliate 
to an AEP operating company 
shall be by itemized billing 
statement pursuant to a 
written contract or written 
arrangement. The operating 
company and non-utility 
affiliate shall maintain and 
keep available for 
inspection by the Commission 
copies of each billing 
statement, contract and 
arrangement between the 
operating company and its 
non-utility affiliates that 
relate to the provision of 
such goods and services in 
accordance with applicable 
Commission retention 
requirements. [Section 8.F.]

 
 
Code of Conduct  The documentation requirements found in the 

MPSC’s Code of Conduct document are captured 
in the following table: 

 
SUBJECT REQUIREMENT 

Separate Books 
and Records 
 

An electric utility or 
alternative electric 
supplier shall maintain its 
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SUBJECT REQUIREMENT 
Separate Books 
and Records 
(Cont’d)  

books and records separately 
from those of its affiliates 
or other entities within its 
corporate structure. [§ 
II.C.]  

 
TRANSFER PRICING   The MPSC’s transfer pricing requirements can 

be found in the Settlement Agreement 
document, it’s Code of Conduct for electric 
utilities and alternative electric suppliers, 
and the Company’s Code of Conduct compliance 
plan on file with the Commission. 

 
SETTLEMENT AGREEMENT The transfer pricing and related requirements 

contained in the Settlement Agreement 
document are captured in the following table:  

 
SUBJECT REQUIREMENT 

Guiding 
Principles 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Guiding 
Principles 

The financial policies and 
guidelines for transactions 
between the regulated 
utility and its affiliates 
shall reflect the following 
principles: 
 

1. An AEP operating 
company’s retail 
customers shall not 
subsidize the 
activities of the 
operating company’s 
non-utility affiliates 
or its utility 
affiliates. [Section 
8.A.1.] 

2. An AEP operating 
company’s costs for 
jurisdictional rate 
purposes shall reflect 
only those costs 
attributable to its 
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SUBJECT REQUIREMENT 
(Cont’d) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Guiding 
Principles 

jurisdictional 
customers. [Section 
8.A.2.] 

3. An objective of these 
principles shall be to 
avoid costs found to 
be just and reasonable 
for ratemaking 
purposes by the 
Commission being left 
unallocated or 
stranded between 
various regulatory 
jurisdictions, 
resulting in the 
failure of the 
opportunity for timely 
recovery of such costs 
by the operating 
company and/or its 
utility affiliates; 
provided, however, 
that no more than one 
hundred percent of 
such costs shall be 
allocated on an 
aggregate basis to the 
various regulatory 
jurisdictions. 
[8.A.3.] 

4. An AEP operating 
company shall maintain 
and utilize accounting 
systems and records 
that identify and 
appropriately allocate 
costs between the 
operating company and 
its affiliates, 
consistent with these 
cross-subsidization 
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SUBJECT REQUIREMENT 
(Cont’d) principles and such 

financial policies and 
guidelines. [Section 
8.A.4.] 

 
Code of Conduct  The transfer pricing requirements contained 

in the MPSC’s Code of Conduct document are 
captured in the following table: 

 
SUBJECT REQUIREMENT 

Preferential 
Treatment 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Preferential 
Treatment 

An electric utility or 
alternative electric 
supplier that offers, itself 
or through its affiliates, 
both regulated and 
unregulated service shall 
not provide any affiliate or 
other entity within its 
corporate structure, or any 
customer of an affiliate or 
other entity within its 
corporate structure, 
preferential treatment or 
any other advantages that 
are not offered under the 
same terms and conditions 
and contemporaneously to 
other suppliers offering 
services or products within 
the same service territory 
or to customers of those 
suppliers.  This provision 
includes, but is not limited 
to, all aspects of the 
electric utility’s or 
alternative electric 
supplier’s service, includ-
ing pricing, responsiveness 
to requests for service or 
repair, the availability of 
firm and interruptible 
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SUBJECT REQUIREMENT 
(Cont’d) service, and metering 

requirements (emphasis 
added). [§ III. A.]  

Discounts, 
Rebates, and 
Waivers 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

If an electric utility 
provides to any affiliate or 
other separate entity, or 
customers of an affiliate or 
other separate entity within 
its corporate structure, a 
discount, rebate, fee 
waiver, or waiver of its 
regulated tariffed terms and 
conditions for services or 
products, it shall 
contemporaneously offer the 
same discount, rebate, fee 
waiver, or waiver [of its 
regulated tariffed terms and 
conditions] to all alterna-
tive electric suppliers 
operating within the 
electric utility’s service 
territory or all alternative 
electric supplier’s 
customers. [§ III. B.] 

Services, 
Products, or 
Property 
 
 
 
 
 
 
 
 
 
 
 
Services, 
Products, or 

If an electric utility or 
alternative electric 
supplier provides services, 
products or property to any 
affiliate or other entity 
within the corporate 
structure, compensation 
shall be based upon the 
higher of fully allocated 
cost or market price.  If an 
affiliate or other entity 
within the corporate 
structure provides services, 
products, or property to an 
electric utility or 
alternative electric 
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SUBJECT REQUIREMENT 
Property 
(Cont’d) 
 
 
 
 
 
 
 
 

supplier, compensation shall 
be based upon the lower of  
fully allocated cost or 
market-price [§ III. C.] 
 
In the Michigan Code of 
Conduct Compliance Plan 
filed March 11, 2002 in Case 
No. U-12134, I&M, d/b/a AEP, 
made the following note: 
 
Note:  Section 13 of the 
Public Utility Holding 
Company Act of 1935, as 
amended (PUHCA), and the 
rules (particularly Rules 90 
and 91) and orders of the 
SEC currently require that 
transactions between 
associated companies in a 
registered holding company 
system be performed at cost 
with limited exceptions.  
Over the years, the AEP 
System has developed 
numerous affiliated servi-
ces, sales and construction 
relationships and, in some 
cases, invested significant 
capital and developed 
significant operations in 
reliance upon the ability to 
recover its full costs under 
these provisions. 
 

 
 
 
 
REPORTING REQUIREMENTS  The Settlement Agreement in Case No. U-12204 

provides in part that the Commission may 
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establish reporting requirements regarding 
the nature of intercompany transactions 
concerning the operating company and a 
description of the basis upon which cost 
allocations and transfer pricing have been 
established in these transactions. [Section 
8.W.] 

 
 
Code of Conduct  The MPSC’s Code of Conduct for electric 

utilities and alternative electric suppliers 
also includes a reporting requirement 
applicable to transferred employees.  In this 
instance, the reporting frequency is semi-
annually. The Code of Conduct reporting 
requirement is captured in the following 
table: 
 

SUBJECT REQUIREMENT 
Finance 
 
 
 
 

An electric utility or 
alternative electric 
supplier shall not finance 
or co-sign loans for 
affiliates. [§II. F.] 

Employee 
Transfers 
 
 
 
 
 
 
 
 
Employee 
Transfers 
(Cont’d) 
 
 
 
 
 

An electric utility may 
transfer employees between 
the utility and any of its 
affiliates or other 
entities within the 
corporate structure as long 
as the electric utility 
documents those transfers 
and files semi-annually 
with the Commission a 
report of each occasion on 
which an employee of the 
electric utility became an 
employee of an affiliate or 
other entity within its 
corporate structure and/or 
an employee of an affiliate 
or other entity within its 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 127 of 1829



Document 
Number 

 
Cost Allocation 
Manual 

Date 
   February 21, 2007 

Page 
 10 

    
  
   

Section  
 
State Commission Rules 
Subject 
 
MICHIGAN RULES AND REQUIREMENTS 

 
 

 
             

02-04-06 

SUBJECT REQUIREMENT 
 
 
 

corporate structure became 
an employee of the electric 
utility. [§ II. G.]    

 
 
 
AUDIT REQUIREMENTS  Also according to the provisions of the 

Stipulation and Settlement Agreement, an AEP 
operating company shall record all 
transactions with its affiliates, whether 
direct or indirect. Also, an AEP operating 
company and its affiliates shall maintain 
sufficient records to allow for an audit of 
the transactions involving the operating 
company and its affiliates. [Section 8.C.] 

 
     Furthermore, AEP shall contract with an 

independent auditor who shall conduct 
biennial audits for eight years after merger 
consummation of affiliated transactions to 
determine compliance with the affiliate 
standards contained in the Stipulation and 
Settlement Agreement. The results of such 
audits shall be filed with the Commission. 
[Section 8.V.] 

 
     Prior to the initial audit, AEP will conduct 

an informational meeting with the Commission 
regarding how its affiliates and affiliate 
transactions will or have changed as a result 
of the merger.  [Section 8.V.] 

 
 
OTHER REQUIREMENTS  The MPSC’s Code of Conduct for electric 

utilities and alternative electric suppliers 
states that an electric utility’s or 
alternative electric supplier’s regulated 
services shall not subsidize in any manner, 
directly or indirectly, the business of its 
affiliates or other separate entities (§ II. 
B.).  AEP’s cost allocation policies and 
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procedures are consistent with Michigan’s 
requirements relative to cross-subsidization.  
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02-04-07 

SUMMARY    Ohio’s requirements applicable to cost 
allocations and affiliate transactions are, 
for the most part, captured in the corporate 
separation rule adopted by the Public 
Utilities Commission of Ohio (the PUCO, or 
the Commission) in Case No. 99-1141-EL-ORD as 
amended in Case Nos. 04-48-El- ORD and 08-
777-EL-ORD, and in the regulations and orders 
of the PUCO.   

 
CAM REQUIREMENTS    The following table details the Commission’s  

   Cost Allocation Manual (CAM) requirements: 
   

SUBJECT REQUIREMENT 
Summary Each electric utility’s 

affiliate, which provides 
products and/or services to 
the electric utility, and/or 
receives products and/or 
services from the electric 
utility, shall maintain 
information in the CAM, 
documenting how costs are 
allocated between the 
affiliates and its regulated 
and non-regulated operations. 
[Source: 4901:1-37-08(A)] 

Maintenance The CAM will be maintained by 
the electric utility. [Source: 
4901:1-37-08(B)] 

Assurances The CAM is intended to ensure 
the commission that no cross-
subsidization is occurring 
between the electric utility 
and its affiliates. [Source: 
4901:1-37-08(C)] 

Contents 
 
 
 
 
Contents 

The CAM will include: 
(1) An organization chart of 

the holding company, 
depicting all affiliates, 
as well as a description 
of activities in which 
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SUBJECT REQUIREMENT 
(Cont’d) 
 
 
 

the affiliates are 
involved.  

(2) A description of all 
assets, services, and 
products provided to and 
from the electric utility 
and its affiliates. 

(3) All documentation 
including written 
agreements, accounting 
bulletins, procedures, 
work order manuals, or 
related documents, which 
govern how costs are 
allocated between 
affiliates. 

(4) A copy of the job 
description of each 
shared employee. 

(5) A list of names and job 
summaries for shared 
consultants and shared 
independent contractors. 

(6) A copy of all transferred 
employees’ (from the 
electric utility to an 
affiliate or vice versa) 
previous and new job 
description. 

(7) A log detailing each 
instance in which the 
electric utility 
exercised discretion in 
the application of its 
tariff provisions. 

(8) A log of all complaints 
brought to the utility 
regarding this chapter.  

(9) A copy of the minutes of 
each board of directors 
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SUBJECT REQUIREMENT 
meeting, where it shall 
be maintained for a 
minimum of three years. 

Method for 
Charging 
Costs 

The method for charging costs 
and transferring assets shall 
be based on fully allocated 
costs. [Source: 4901:1-37-08 
(E)] 

Audit Trail The costs shall be traceable 
to the books of the applicable 
entity. [Source: 4901:1-37-
08(F)] 

Record 
Retention 
Requirements

The electric utility and 
affiliates shall maintain all 
underlying affiliate 
transaction information for a 
minimum of three years. 
[Source: 4901:1-37-08 (G)] 

Summary of 
Changes 
 

Following approval of a 
corporate separation plan, an 
electric utility shall provide 
the director of the utilities 
department (or their designee) 
with a summary of any changes 
in the CAM at least every 
twelve months. [Source: 
4901:1-37-08 (H)] 

Company 
Contact 

The compliance officer 
designated by the electric 
utility will act as the 
contact for the staff when 
staff seeks data regarding 
affiliate transactions, 
personnel transfers, and the 
sharing of employees.  
[Source: 4901: 1-37-08 (I)] 

Commission 
Inspection 
 
 

The staff may perform an audit 
of the CAM in order to ensure 
compliance with this 
rule.[Source: 4901:1-37-08(J)] 

TRANSFER PRICING  The Commission’s corporate separation rule, 
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as expressed in the CAM requirements 
themselves (see above), provides that “the 
method for charging costs and transferring 
assets shall be based on fully allocated 
costs.” [Note: Also see Am. Sub. S. B. No. 3] 

                    
   

REBUTTABLE PRESUMPTION  Transactions made in accordance with rules, 
regulations, or service agreements, approved 
by the Federal Energy Regulatory Commission, 
and the Securities and Exchange Commission, 
and the Commission which rules the electric 
utility shall maintain in its CAM, and file 
with the Commission shall provide a 
rebuttable resumption of compliance with the 
costing principles contained in Ohio’s 
corporate separation rules.   

 [Source: 4901:1-37-04 (A) (6)] 
 
REPORTING REQUIREMENTS The Commission’s corporate separation rule, 

as expressed in the CAM requirements 
themselves (see above), provides that “an 
electric utility shall provide the director 
of the utilities department (or their 
designee) with a summary of any changes in 
the CAM at least every twelve months.”     

 
AUDITS    The staff of the PUCO will perform audits to 

test compliance with the CAM requirements and 
other provisions of the commission’s 
corporate separation rules.    
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SUMMARY Oklahoma’s requirements applicable to affil-
iate transactions are focused on the Oklahoma 
Corporation Commission’s (the Commission’s or 
the OCC’s) ability to access the books and 
records of Public Service Corporation of 
Oklahoma (PSO) and its AEP affiliates as 
stated in the Stipulation approved by the OCC 
in Cause No. PUD 980000444, dated April 16, 
1999.  Other requirements are contained in 
orders issued by the OCC. 

 
ACCESS TO BOOKS AND Section 5 of the Stipulation in Cause No. 
RECORDS 980000444 concerning the proposed merger of 

American Electric Power Company, Inc. and 
Central and South West Corporation addresses 
the issue of access to books and records as 
captured in the following table: 

 
SUBJECT REQUIREMENT 

Access to 
Books and 
Records of 
AEP and Its 
Affiliates  

Subject to regulatory 
authority, the OCC and 
Attorney General will either 
have access in Oklahoma to 
copies of books and records 
of AEP and its affiliates and 
subsidiaries (including their 
participation in joint 
ventures) with respect to 
matters and activities that 
relate to Oklahoma retail 
rates or AEP will pay 
reasonable and prudently 
incurred travel expenses to 
conduct on-site review of the 
books and records.  

Access to 
Books and 
Records of 
PSO  

The OCC and Attorney General 
will have access to the books 
and records of PSO to the 
degree required to fully 
audit, examine, or otherwise 
investigate transactions be-
tween PSO and AEP affiliates.
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STANDARDS FOR TRANS- The Oklahoma’s rules and requirements  
ACTIONS BETWEEN  applicable to Affiliate Transactions are 
UTILITIES AND  contained in the Oklahoma Corporation  
AFFILIATE(S) Commission’s (OCC) Electric Utility Rules 

adopted May 2, 2005, and effective July 1, 
2005.  

 
 The applicable rules and requirements are 

captured in the following table: 
 

SUBJECT REQUIREMENTS 
Transactions 
with 
Affiliates 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(1) Electric utilities must 
apply any tariff provision in 
the same manner to the same or 
similarly situated persons if 
there is discretion in the 
application of the provision. 
(2) Electric utilities must 
strictly enforce a tariff 
provision for which there is no 
discretion in the application 
of the provision. 
(3) Except as necessary for 
physical operational reasons, 
electric utilities may not, 
through a tariff provision or 
otherwise, give their 
affiliates or knowingly give 
customers of their affiliates 
preference over other utility 
customers in matters relating 
to any service offered 
including, but not limited to: 
generation, transmission, 
distribution and ancillary 
services, scheduling, 
balancing, or curtailment 
policy. 
(4) Unless such disclosure is 
made public simultaneously or 
as near to the event as 
possible, electric utilities 
shall not disclose to their 
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SUBJECT REQUIREMENTS 
Transactions 
with 
Affiliates 
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affiliates any information 
which they receive from, a non-
affiliated customer, a 
potential customer, any agent 
of such customer, or potential 
customer, or other entity 
seeking to supply electricity 
to a customer or potential 
customer. 
(5) An electric utility’s 
operating employees and the 
operating employees of its 
affiliate must function 
independently of each other and 
shall be employed by separate 
corporate entities. 
(6) Electric utilities and 
their affiliates shall keep 
separate books and records. 
(7) Electric utilities shall 
establish a complaint 
procedure. In the event of the 
electric utility and the 
complainant are unable to 
resolve a complaint, the 
complainant may address the 
complaint to the Commission. 
(8) With respect to any 
transaction or agreement 
relating in any way to electric 
generation, transmission, 
distribution and ancillary 
services, an electric utility 
shall conduct all such 
transactions with any of its 
affiliates on an arm’s length 
basis. 
(9) The Commission shall 
resolve affiliate transactions 
disputes or abuses on a case-
by-case basis. Any aggrieved 
party may file a complaint with 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 136 of 1829



Document 
Number 

 
Cost Allocation 
Manual 

Date 
    January 17, 2006 

Page 
 4 

    
  
   

Section  
 
State Commission Rules 
Subject 
 
OKLAHOMA RULES AND REGULATIONS 

 

 
             

02-04-08 

SUBJECT REQUIREMENTS 
Transactions 
with 
Affiliates 
(Cont’d) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

the Commission alleging the 
particulars giving rise to the 
alleged dispute or abuse. 
(10) Electric utilities must 
process all similar requests 
for electric services in the 
same manner and within the same 
period of time. 
 (11) Electric utilities shall 
not provide leads to their 
affiliates and shall refrain 
from giving any appearance that 
the electric utility speaks on 
behalf of its affiliate(s). Nor 
shall the affiliate trade upon, 
promote or advertise its 
affiliation or suggest that it 
receives preferential treatment 
as a result of its affiliation. 
The use of a common corporate 
or parent holding company name 
shall not be a violation of 
this provision so long as the 
regulated utility and the 
affiliate entities can be 
distinguished.  
(12) Electric utilities, except 
for billing and collection 
services and customer service, 
or by order of the Commission, 
shall not share their customer 
list or related customer 
information with affiliates 
unless the information is 
simultaneously shared with non-
affiliate entities. 
(13) The electric utility shall 
not communicate with any third 
party that any advantage in the 
provision of electric services 
may accrue to such third party 
as a result of that third 
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party’s dealings with the 
electric utility’s affiliate. 
 
 [165:35-31-19]  

 
TRANSFER PRICING  The OCC’s rules contain very specific 
AND OTHER TRANSACTION requirements for transactions between a 
REQUIREMENTS   utility and its affiliates including the  

pricing of such transactions. The applicable 
requirements are captured in the following 
table: 
 

SUBJECT REQUIREMENTS 
Transfer 
Pricing and 
Other 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Transactions between a 
utility and its affiliates. A 
utility shall not subsidize 
the business activities of 
any affiliate with revenues 
from a regulated service. A 
utility cannot recover more 
that its reasonable fair 
share of the fully allocated 
costs for any transaction or 
shared services. 

 Contemporaneous record 
requirement. A utility shall 
maintain a contemporaneous 
written record of all 
individual transactions with 
a value equal to or over one 
million dollars with its 
affiliates, excluding those 
involving shared services or 
corporate support services 
and those transactions 
governed by tariffs or 
special contracts. Such 
records, which shall include 
at a minimum, the date of the 
transactions, name of 
affiliate(s) involved, name 
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of a utility employee 
knowledgeable about the 
transaction, and a detailed 
description of the 
transaction with appropriate 
support documentation for 
review purposes, shall be 
maintained by the utility for 
three years. 
 

 Transfer of assets. Except 
as otherwise required by 
federal statute or 
regulation or pursuant to 
Commission authorized 
competitive bidding, 
tariffs, special contract, 
or as otherwise ordered by 
the Commission; cost 
recovery for property 
transferred from a utility 
to its affiliate shall be 
priced at the “higher of 
cost or fair market value.” 
Except as otherwise required 
by federal statute or 
regulation, or pursuant to 
Commission authorized 
competitive bidding, 
tariffs, special contract or 
as otherwise ordered by the 
Commission; asset valuation 
and transfers of property 
transferred from an 
affiliate to its utility 
shall be priced at the 
“lower of cost or fair 
market value.” No matter the 
origin of the transaction, 
all transfers between a 
utility and an affiliate 
will be individually 
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scrutinized by the 
Commission on a case-by-case 
basis. 

 
 Sale of products or 

services.  Except as 
otherwise required by 
federal or state statute or 
regulation, or pursuant to 
Commission authorized 
competitive bidding, 
tariffs, special contract or 
as otherwise ordered by the 
Commission; any sale of 
products and services 
provided from the affiliate 
to the utility shall be 
priced at the “lower of cost 
or fair market value.” 
Except as otherwise required 
by federal statute or 
regulation, or pursuant to 
Commission authorized 
competitive bidding, 
tariffs, special contract or 
as otherwise ordered by the 
Commission; any sale of 
jurisdictional products and 
services provided from the 
utility to the affiliate 
shall be priced at “higher 
of cost or fair market 
value.” 

 
 
 
 Joint purchases. A utility 

may make a joint purchase 
with its affiliates of goods 
and services involving goods 
and/or services necessary 
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SUBJECT REQUIREMENTS 
Transfer 
Pricing and 
Other 
(Cont’d) 
 
 
 
 
 
 

for utility operations. The 
utility must ensure that all 
joint purchases are priced, 
reported, and conducted in a 
manner that permits clear 
identification of the 
utility’s and the 
affiliate’s allocations of 
such purchases. 

 
 Tying arrangements 

prohibited. Unless otherwise 
allowed by the Commission 
through a rule, order or 
tariff, a utility shall not 
condition the provision of 
any product, service, 
pricing benefit, waivers or 
alternative terms or 
conditions upon the purchase 
of any other good or service 
from the utility’s 
affiliate. 

 
[165:35-31-20] 

Separate 
Books and 
Financial 
Transactions
 
 
 
 
 
 
 
 
 
 
 
 

A utility shall keep separate 
books of accounts and records 
from its affiliates. The 
Commission may review records 
relating to any transaction 
between a utility and an 
affiliate to ensure compliance 
with this Subchapter including 
the records of both the utility 
and the affiliate relating to 
any transaction. 
(1) In accordance with 

generally accepted 
accounting principles, a 
utility shall record all 
transactions with its 
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affiliates, whether they 
involve direct or indirect 
expenses. 

(2) A utility shall prepare 
non-GAAP financial 
statements that are not 
consolidated with those of 
its affiliates. 

(3) A utility shall have a cost 
allocation manual or upon 
Commission request, be able 
to provide its cost 
allocation methodology in 
written form with 
supporting documentation. 
Such records shall reflect 
the transaction and the 
allocated costs, with 
supporting documentation, 
to justify the valuation. 

 
 Limited credit, investment or 
financing support by a 
utility. A utility may share 
credit, investment, or 
financing arrangements with 
its affiliates if it complies 
with paragraphs (1) and (2) 
of this Subsection. 
(1) The utility shall 

implement adequate 
safeguards precluding 
employees of an affiliate 
from gaining access to 
information in a manner 
that would allow or 
provide a means to 
transfer confidential 
information from a utility 
to an affiliate, create an 
opportunity for 
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preferential treatment or 
unfair competitive 
advantage, lead to 
customer confusion, or 
create an opportunity for 
preferential treatment or 
unfair competitive 
advantage, lead to 
customer confusion, or 
create opportunities for 
subsidization of 
affiliates.  

(2) Where an affiliate obtains 
credit under any 
arrangement that would 
include a pledge of any 
assets in the rate base of 
the utility or a pledge of 
cash necessary for utility 
operations the 
transactions shall be 
reviewed by the Commission 
on a case-by-case basis. 

 
 Cost of financing 

transactions of any 
affiliate. The cost of any 
financial transactions, in 
part or in full, or any 
debt, equity, trading 
activity, or derivative, of 
any parent company, holding 
company or any affiliate, 
which has a direct or 
indirect financial or cost 
impact upon the utility 
shall be reviewed by the 
Commission on a case-by-case 
basis. 

[165:35-31-21] 
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SUMMARY Tennessee has no specific rules and 
requirements applicable to cost allocations 
and affiliate transactions.  In 1999, the 
Consumer Advocate Division of the Office of 
the Attorney General made a request for a 
rulemaking concerning proposed rules for 
cost allocations and affiliate transactions 
before the Tennessee Regulatory Authority. 

 
COMMISSION ACTION The request for rulemaking by the Consumer 

Advocate Division was placed on the 
Tennessee Regulatory Authority’s docket in 
1999 and comments and reply comments were 
filed by Kingsport Power Company and the 
Consumer Advocate Division as well as other 
parties (Docket No. 98-00690).  

 
 Any rules or requirements of the Tennessee 

Regulatory Authority applicable to cost 
allocations and affiliate transactions will 
be summarized in this document when and if 
they are adopted.  
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SUMMARY Texas’ rules and requirements applicable to 
cost allocations and affiliate transactions 
are contained in the Texas Utilities Code 
(PURA) Section 36.058 and the substantive 
rules applicable to electric service 
providers adopted by the Public Utility 
Commission of Texas (the PUCT, or the 
Commission). 

  
DOCUMENTATION The PUCT’s documentation requirements for  
REQUIREMENTS affiliate transactions are contained in its 

substantive rules, as captured in the 
following table: 

 
SUBJECT REQUIREMENT 

Separate Books 
and Records 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 A utility and its 
affiliates shall keep 
separate books of accounts 
and records, and the 
Commission may review 
records relating to 
transactions between a 
utility and an affiliate. 

  
 A utility shall record all 

transactions with its  
affiliates, whether they 
involve direct or  
indirect expenses, in 
accordance with generally 
accepted accounting 
principles or state and 
federal guidelines, as 
appropriate.   

 
 A utility shall prepare 

financial statements that 
are not consolidated with 
those of its affiliates. 

 
[§25.272(d)(6)(A)-(B)] 
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TRANSFER PRICING  The PUCT’s substantive rules contain very 
AND OTHER TRANSACTION specific requirements for transactions 
REQUIREMENTS between a utility and its affiliates, 

including the pricing of such transactions. 
The applicable requirements are captured in 
the following table: 

 
SUBJECT REQUIREMENT 

Transactions 
with All 
Affiliates 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 General. A utility shall 
not subsidize the business 
activities of any 
affiliate with revenues 
from a regulated service. 
In accordance with PURA 
and the Commission’s 
rules, a utility and its 
affiliates shall fully 
allocate costs for any 
shared services, including 
corporate support 
services, offices, 
employees, property, 
equipment, computer 
systems, information 
systems, and any other 
shared assets, services, 
or products. 
[§25.272(e)(1)]  

 Sale of products or 
services by a utility. 
Unless otherwise approved 
by the Commission and 
except for corporate 
support services, any sale 
of a product or service by 
a utility shall be 
governed by a tariff 
approved by the 
Commission.  Products and 
services shall be made 
available to any third 
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SUBJECT REQUIREMENT 
Transactions 
with All 
Affiliates 
(Cont’d) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

party entity on the same 
terms and conditions as 
the utility makes those 
products and services 
available to its 
affiliates. 
[§25.272(e)(1)(A)] 

 Purchase of products, 
services, or assets by a 
utility from its 
affiliate. Products, 
services, and assets shall 
be priced at levels that 
are fair and reasonable to 
the customers of the 
utility and that reflect 
the market value of the 
product, service, or 
asset. [§25.272(e)(1)(B)] 
 

 Transfers of assets. 
Except for asset transfers 
implementing unbundling 
pursuant to PURA §39.051, 
asset valuation in 
accordance with PURA 
§39.262, and transfers of 
property pursuant to a 
financing order issued 
under PURA, Chapter 39, 
Subchapter G, assets 
transferred from a utility 
to its affiliates shall be 
priced at levels that are 
fair and reasonable to the 
customers of the utility 
and that reflect the 
market value of the assets 
or the utility’s fully 
allocated cost to provide 
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Transactions 
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(Cont’ 
 

those assets.  
  [§25.272(e)(1)(C)] 

 
 Transfer of assets 

implementing restructuring 
legislation. The transfer 
from a utility to an 
affiliate of assets 
implementing unbundling 
pursuant to PURA §39.051, 
asset valuation in 
accordance with PURA 
§39.262, and transfers of 
property pursuant to a 
financing order issued 
under PURA, Chapter 39, 
Subchapter G will be 
reviewed by the Commission 
pursuant to the applicable 
provisions of PURA, and 
any rules implementing 
those provisions. 
[§25.272(e)(1)(D)] 

Transactions 
with 
Competitive 
Affiliates 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 General. Unless otherwise 
allowed in this sub-
section on transactions 
between a utility and its 
affiliates, transactions 
between a utility and its 
competitive affiliates 
shall be at arm’s length. 
A utility shall maintain a 
contemporaneous written 
record of all transactions 
with its competitive 
affiliates, except those 
involving corporate 
support services and those 
transactions governed by 
tariffs.  Such records, 
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Transactions 
with 
Competitive 
Affiliates 
(Cont’d) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

which shall include the 
date of the transaction, 
name of the affiliate 
involved, name of a 
utility employee 
knowledgeable about the 
transaction, and a 
description of the 
transaction, shall be 
maintained by the utility 
for three years.  In 
addition to the 
requirements specified 
above for transactions 
with all affiliates, the 
provisions cited in the 
following bullets apply to 
transactions between 
utilities and their 
competitive affiliates. 

  [§25.272(e)(2)] 
 Provision of corporate 

support services. A 
utility may engage in 
transactions directly 
related to the provision 
of corporate support 
services with its 
competitive affiliates.  
Such provision of 
corporate support services 
shall not allow or provide 
a means for the transfer 
of confidential 
information from the 
utility to the competitive 
affiliate, create the 
opportunity for 
preferential treatment or 
unfair competitive 
advantage, lead to 
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Transactions 
with 
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customer confusion, or 
create significant 
opportunities for cross-
subsidization of the  
competitive affiliate 
(emphasis added). 
[§25.272(e)(2)(A)] 

 Purchase of products or 
services by a utility from 
its competitive affiliate. 
Except for corporate 
support services, a 
utility may not enter into 
a transaction to purchase 
a product or service from 
a competitive affiliate 
that has a per unit value 
of $75,000 or more, or a 
total value of $1 million 
or more, unless the 
transaction is the result 
of a fair, competitive 
bidding process formalized 
in a contract subject to 
the provisions of §25.273 
of this title (relating to 
Contracts Between Electric 
Utilities and Their 
Competitive Affiliates). 
[§25.272(e)(2)(B)] 

 Transfers of assets. 
Except for asset transfers 
facilitating unbundling 
pursuant to PURA §39.051, 
asset valuation in 
accordance with PURA 
§39.362, and transfers of 
property pursuant to a 
financing order issued 
under PURA, Chapter 39, 
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SUBJECT REQUIREMENT 
 
 
Transactions 
with 
Competitive 
Affiliates 
(Cont’d) 

Subchapter G, any transfer 
from a utility to its 
competitive affiliates of 
assets with a per unit 
value of $75,000 or more, 
or a total value of $1 
million or more, must be 
the result of a fair, 
competitive bidding 
process formalized in a 
contract subject to the 
provisions of §25.273 of 
this title. 
[§25.272(e)(2)(C)]  

 
REPORTING REQUIREMENTS The PUCT’s requirements applicable to the 

reporting of affiliate transactions by 
electric utilities are contained in its 
substantive rules, as captured in the 
following table: 

 
SUBJECT REQUIUREMENT 

Annual 
Report of 
Affiliate 
Transactions 

A “Report of Affiliate 
Activities” shall be filed 
annually with the Commission. 
Using forms approved by the 
Commission, a utility shall 
report activities among 
itself and its affiliates.  
The report shall be filed by 
June 1, and shall encompass 
the period from January 1 
through December 31 of the 
preceding year.  [§25.84 (d)] 

Copies of 
Contracts or 
Agreements 
 
 
 
 

A utility shall reduce to 
writing and file with the 
Commission copies of any 
contracts or agreements it 
has with its affiliates.  
This requirement is not 
satisfied by the filing of an 
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SUBJECT REQUIUREMENT 
 
 
 
 
Copies of 
Contracts or 
Agreements 
(Cont’d) 

earnings report.  All 
contracts or agreements shall 
be filed by June 1 of each 
year as attachments to the 
annual “Report of Affiliate 
Activities.”  In subsequent 
years, if no significant 
changes have been made to the 
contract or agreement, an 
amendment sheet may be filed 
in lieu of refiling the 
entire contract or agreement. 
[§25.84 (e)]   

Tracking 
Migration of 
Employees 

A utility shall track and 
document the movement between 
the utility and its 
competitive affiliates of all 
employees engaged in 
transmission and distribution 
system operations, including 
persons employed by a service 
company affiliated with the 
utility who are engaged in 
transmission or distribution 
system operations on a day-
to-day basis or have 
knowledge of transmission or 
distribution system 
operations.  Employee 
migration information shall 
be included in the utility’s 
annual “Report of Affiliate 
Activities.”  The tracking 
information shall include an 
identification code for the 
migrating employee, the 
respective titles held while 
employed at each entity, and 
the effective dates of the 
migration. [§25.84 (f)] 
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REPORTING REQUIREMENTS Section 25.84 of the Commission’s substantive 

rules requires that informal code of conduct 
complaints, deviations from the code of 
conduct to ensure public safety and system 
reliability, and updates for all approved 
changes to the utility’s code of conduct 
compliance plan, including those changes that 
result from the creation of a new affiliate, 
be included in the utility’s annual “Report 
of Affiliate Activities.”  In addition 
§25.272(b)(3) of the Commission’s substantive 
rules requires a utility to file a notice 
with the Commission of any provision in the 
Commission’s Code of Conduct for Electric 
Utilities and Their Affiliates (i.e., 
§25.272) that conflicts with the orders and 
regulations of the Federal Energy Regulatory 
Commission or the Securities and Exchange 
Commission.  

 
AUDIT REQUIREMENTS The PUCT’s audit requirements applicable to 

affiliate transactions by electric utilities 
are contained in its substantive rules, as 
captured in the following table: 

 
SUBJECT REQUIREMENT 

General A utility and its affiliates 
shall maintain sufficient 
records to allow for an audit 
of the transactions between 
the utility and its 
affiliates.  At any time, the 
Commission may, at its 
discretion, require a utility 
to initiate, at the utility’s 
expense, an audit of 
transactions between the 
utility and its affiliates 
performed by an independent 
third party.  [§25.272 
(d)(6)(C)] 
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SUBJECT REQUIREMENT 
Compliance 
Audits 
 
 
Compliance 
Audits 
(Cont’d) 

No later than one year after 
the utility has unbundled 
pursuant to PURA §39.051, 
and, at a minimum, every 
third year thereafter, the 
utility shall have an audit 
prepared by independent 
auditors that verifies that 
the utility is in compliance 
with §25.272 (relating to 
Code of Conduct for Electric 
Utilities and Their 
Affiliates).  The utility 
shall file the results of 
each audit with the 
Commission within one month 
of the audit’s completion.  
The cost of the audits shall 
not be charged to utility 
ratepayers. [§25.272 (i)(3)] 
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02-04-11 

SUMMARY The Code of Virginia requires approval of 
contracts between a public service company 
and any affiliated interests.  Virginia’s 
rules and requirements applicable to cost 
allocations and affiliate transactions can be 
found in the Code and in the regulations and 
orders of the Virginia State Corporation 
Commission (the SCC, or the Commission), 
particularly the Final Orders in Case Nos. 
PUA000029 and PUE010013. 

 
SCC APPROVAL No contract or arrangement providing for the 

furnishing of management, supervisory, 
construction, engineering, accounting, legal, 
financial or similar services, and no 
contract or arrangement for the purchase, 
sale, lease or exchange of any property, 
right or thing, other than those above 
enumerated, or for the purchase or sale of 
treasury bonds or treasury capital stock made 
or entered into between a public service 
company and any affiliated interest shall be 
valid or effective unless and until it shall 
have been filed with and approved by the 
Commission [Code of VA §56-77]. 

 
DOCUMENTATION  The Commission’s documentation requirements 

related to affiliate transactions are 
captured in the following table: 

 
SUBJECT REQUIREMENT 

Separate 
Books and 
Records 

Each affiliated competitive 
service provider shall 
maintain separate books of 
accounts and records. [20 VAC 
5-312-30 C]  

Access to 
Books and 
Records 
 
 
 

The Commission may inspect 
the books, papers, records 
and documents of, and require 
special reports and 
statements from, every 
generation company affiliated 
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SUBJECT REQUIREMENT 
Access to 
Books and 
Records 
(Cont’d) 

with a local distribution 
company regarding 
transactions with its local 
distribution company 
affiliate.  Upon complaint or 
on its own initiative, the 
Commission may also (I) 
investigate alleged 
violations of this charter, 
and (ii) seek to resolve any 
complaints filed with the 
Commission against any such 
affiliated generation 
company. [20 VAC 5-202-30 B 
7] 

Employee 
Transfers 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

An affiliated competitive 
service provider shall 
document each occasion that 
an employee of its affiliated 
local distribution company, 
or of the transmission 
provider that serves its 
affiliated local distribution 
company, becomes one of its 
employees and each occasion 
that one of its employees 
becomes an employee of its 
affiliated local distribution 
company or the transmission 
provider that serves its 
affiliated local distribution 
company.  Upon staff’s 
request, such information 
shall be filed with the SCC 
that identifies each such 
occasion.  Such information 
shall include a listing of 
each employee transferred and 
a brief description of each 
associated position and 
responsibility. [20 VAC 5-
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SUBJECT REQUIREMENT 
Employee 
Transfers 
(Cont’d) 

312-30 B 3]   

 
TRANSFER PRICING The SCC’s transfer pricing rules applicable 

to affiliate transactions between the local 
distribution company (LDC) and certain 
affiliate are contained in various orders of 
the Commission. 

 
Rules Applicable to  The SCC’s rules applicable to the functional 
Functional Separation separation of incumbent electric utilities 
of Incumbent Electric    under the Virginia Electric Utility 
Utilities under the     Restructuring Act contain specific transfer 
Virginia Restructuring  pricing requirements for transactions between 
Act(Case No. PUA000029) the LDC and an affiliated generation company 

as captured in the following table: 
 

SUBJECT REQUIREMENT 
Sale of Non-
Tariffed 
Services, 
Facilities 
and Products 
 

LDCs shall be compensated at 
the greater of fully distrib-
uted cost or market price for 
all non-tariffed services, 
facilities, and products 
provided to an affiliated 
generation company. 

Purchase of 
Non-Tariffed 
Services, 
Facilities 
and Products 

An affiliated generation 
company shall be compensated 
at the lower of fully 
distributed cost or market 
price for all non-tariffed 
services, facilities, and 
products provided to the LDC. 

Unavailable 
Market 
Prices 
 
 
 
 
 

If market price data are 
unavailable for purposes of 
such calculations, non- 
tariffed services, facilities 
and products shall be 
compensated at fully distrib- 
uted costs.  In such event, 
the LDC shall document its 
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SUBJECT REQUIREMENT 
Unavailable 
Market 
Prices 
(Cont’d) 

efforts to determine market 
price data and its basis for 
concluding that such price 
data are unavailable. 

 [Source: 20 VAC 5-202-30 B 5 a] 
 
Rules Applicable to The SCC’s rules for retail access contain  
Retail Access (Case No. specific transfer pricing requirements 
PUE010013) concerning transactions between the local 

distribution company and its affiliated 
competitive service providers as captured in 
the following table: 

 
SUBJECT REQUIREMENT 

Sale of Non-
Tariffed 
Services, 
Facilities 
and Products 
 
 

The local distribution 
company shall be compensated 
at the greater of fully 
distributed cost or market 
price for all non-tariffed 
services, facilities, and 
products provided to an 
affiliated competitive 
service provider. 

Purchase of 
Non-Tariffed 
Services, 
Facilities 
and Products 

An affiliated competitive 
service provider shall be 
compensated at the lower of 
fully distributed cost pr 
market price for all non-
tariffed services, 
facilities, and products 
provided to the local 
distribution company.  

Unavailable 
Market 
Prices 
 
 
 
 
 
 

If market price data are 
unavailable, non-tariffed 
services, facilities and 
products shall be compensated 
at fully distributed cost and 
the local distribution 
company shall document its 
efforts to determine market 
price data and its basis for 
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SUBJECT REQUIREMENT 
Unavailable 
Market 
Prices 
(Cont’d) 
 
 
 
 
 
 
 

concluding that such price 
data are unavailable.  
Notification of a 
determination of the 
unavailability of market 
price data shall be included 
with the annual report of 
affiliate transactions that 
is required to be filed by 
the local distribution 
company with the SCC.    

 [Source: 20 VAC 5-312-30 I. 1.] 
 
 
  
AFFILIATE TRANSACTION Virginia’s general reporting requirements for 
REPORTING REQUIREMENTS affiliate transactions have evolved through 

several recent affiliate agreement approval 
orders and are summarized in the following 
table: 

 
SUBJECT REQUIREMENT 

Annual 
Report of 
Affiliate 
Transactions
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

An annual report of affiliate 
transactions shall be filed by 
May 1 of each year with the 
SCC’s Director of Public 
Utility Accounting for 
transactions for the prior 
calendar year.  The annual 
report shall include all 
affiliate agreements/ 
arrangements regardless of 
amount involved and shall 
supersede all previous 
reporting requirements for 
affiliate transactions 
(except, see Statement of 
Utility Assets Sold, Purchased 
or Acquired below). 
 
The report shall contain the 
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SUBJECT REQUIREMENT 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Annual 
Report of 
Affiliate 
Transactions
(Cont’d) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

following information: 
 
1. Affiliate’s name 
2. Description of each affil-

iate arrangement/agreement 
3. Dates of each affiliate 

arrangement/agreement 
4. Total dollar amount of each 

affiliate arrangement/agree-
ment 

5. Component costs of each 
arrangement/agreement where 
services are provided to an 
affiliate (i.e., 
direct/indirect labor, 
fringe benefits, 
travel/housing, materials, 
supplies, indirect 
miscellaneous expenses, 
equipment/facilities 
charges, and overhead) 

6. Profit component of each 
arrangement/agreement where 
services are provided to an 
affiliate and how such 
component is determined 

7. Comparable market values and 
documentation related to 
each arrangement/ agreement 

8. Percent/dollar amount of 
each affiliate 
arrangement/agreement 
charged to expense and/or 
capital accounts, and 

9. Allocation bases/factors for 
allocated costs. 

Transfers of assets between 
APCO and AEPC with values of 
$100,000 or less must be 
reported in the annual report 
of affiliated transactions.  
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SUBJECT REQUIREMENT 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

All transfers of assets 
between APCO and AEPC with a 
value exceeding $100,000 
require prior Commission 
approval. [Source: SCC Order, 
dated March 4, 1998, in Case 
No. PUA970035] 
The Annual Report of Affiliate 
Transactions shall also 
include copies of all executed 
Greenfield Site Agreements 
between APCO and AEPC along 
with a description of the 
particulars of each site as 
well as the book value of the 
underlying land relative to 
the proposed per site license 
fee of $10,200/year (less any 
volume discount for multiple 
sites). [Source: SCC Order, 
dated December 6, 199, in Case 
No. PU990053] 

Annual 
Report Under 
the Virginia 
Electric 
Utility 
Restructur-
ing Act 
 
 
 
 
 
 
 
 

Local distribution companies 
(LDCs) shall file annually, 
with the Commission, a report 
that shall, at a minimum, 
include: (i) the amount and 
description of each type of 
non-tariffed service provided 
to or by an affiliated 
generation company; (ii) 
accounts debited or credited; 
and (iii) the compensation 
basis used (i.e., market price 
or fully distributed cost). 
 
The LDC shall make available 
to the Commission’s staff, 
upon request, the following 
documentation for each 
agreement and arrangement 
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SUBJECT REQUIREMENT 
where services are provided to 
or by an affiliated generation 
company: (i) component costs 
(i.e., direct or indirect 
labor, fringe benefits, travel 
or housing, materials, 
supplies, indirect 
miscellaneous expenses, 
equipment or facilities 
charges, and overhead); (ii) 
profit component; and (iii) 
comparable market values and 
documentation.  [Source: 20 
VAC 5=202-30 B 6]  

Annual 
Report 
Required by 
the Rules 
Governing 
Retail 
Access to 
Competitive 
Energy 
Services 
 
 
 
 
 
 
 
 
 
 
 
 
 

The local distribution company 
(LDC) shall file annually, 
with the SCC, a report that 
shall, at a minimum, include: 
the amount and description of 
each type of non-tariffed 
service provided to or by an 
affiliated competitive service 
provider; accounts debited or 
credited; and the compensation 
basis used, i.e., market price 
or fully distributed cost.  
The LDC shall maintain the 
following documentation for 
each agreement and arrangement 
where such services are 
provided to or by an 
affiliated competitive service 
provider and make such 
documentation available to 
staff upon request: (i) 
component costs (i.e., direct 
or indirect labor, fringe 
benefits, travel or housing, 
materials, supplies, indirect 
miscellaneous expenses, 
equipment or facilities 
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SUBJECT REQUIREMENT 
charges, and overhead; (ii) 
profit component; and (iii) 
comparable market values, with 
supporting documentation. [20 
VAC 5-312-30 I 2]  

Schedule of 
Utility 
Assets 
Purchased or 
Sold 
 
 
 
 
 

APCO must file annually a 
schedule of purchases from 
affiliates and sales to 
affiliates, if any, of utility 
assets, amounting to less than 
$25,000 for each such 
transaction, made during the 
preceding calendar year. 
[Source: SCC Order, dated 
August 29, 1956, in Case No. 
13162, and SCC order, dated 
February 20, 1981, in Case 
PUA810009] 
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SUMMARY The West Virginia Code requires approval of 
contracts between a public utility and its 
affiliates.  The orders issued by the Public 
Service Commission of West Virginia (PSC, or 
Commission) concerning such matters contain 
requirements related to affiliate 
transactions.   

 
PSC APPROVAL Unless the consent and approval of the PSC is 

obtained, no public utility in West Virginia 
may, by any means, direct or indirect, enter 
into any contract or arrangement for 
management, construction, engineering, supply 
or financial services or for the furnishing 
of any other service, property or thing with 
any affiliated corporation, person or 
interest [West Virginia Code § 24-2-12].  The 
individual orders issued by the Commission 
approving such contracts establish 
requirements applicable to specific 
transactions with affiliates. 
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SUMMARY     At AEP, cost allocations between regulated 
and non-regulated operations take place 
through intercompany billings and affiliate 
transactions.  The intercompany billing 
process and related procedures move costs 
between AEP System’s regulated electric 
utilities and their non-regulated 
affiliates.  The cost allocation process 
recognizes the nature of the work performed 
for the respective parties and their use of 
services and facilities. 

 
TRANSACTIONS    The financial transaction coding process 

used by AEP is the first step in separating 
costs between regulated and non-regulated 
operations. 

 
TIME REPORTING    Labor cost is a large component of the total 

cost allocated between regulated and non-
regulated operations.  Time reporting and 
labor costing procedures are in place to 
ensure that labor costs are properly 
allocated and billed to the companies that 
benefit from the services which are 
performed.  

 
AEPSC BILLING SYSTEM  AEPSC performs services for American 

Electric Power Company, Inc., the parent 
holding company, and most subsidiaries in 
the AEP System.  AEPSC uses a work order 
system to collect and bill costs to its 
Afflilate companies for the services that 
it performs. 

 
INTERCOMPANY BILLING  Other AEP System companies share costs with 

their affiliates through an intercompany 
billing process.  This process transfers 

      the cost of performing services and 
        conducting projects for affiliates in the 

     AEP System.  
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03-01-01 

INTERUNIT ACCOUNTING  Certain transactions are allocated between 
companies through inter-unit accounting 
whereby transactions are recorded in the 
first instance by the companies for which 
the transactions have been incurred. 

 
ASSET TRANSFERS   Plant and equipment as well as materials and 

supplies are transferred among the AEP 
System companies based on who uses the 
items.  Procedures are in place to properly 
account for the transfer and sale of those 
items.      
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03-02-01 

SUMMARY     The process of cost allocation between 
regulated and non-regulated operations 
begins with the coding of expenses and 
other transactions. 

 
RESPONSIBILITY    Transaction coding is the responsibility of 

the business units that budget for and 
initiate the transactions. 

 
            03-02-02 
 
CODING BLOCKS    Various coding blocks, also known as 

chartfields, are used to code financial 
transactions for accounting and cost 
allocation purposes. 

 
            03-02-03 
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SUMMARY Proper chartfield coding is mandatory to 
ensure accurate financial reports and inter-
company billings. 

 
CODING Chartfield coding is the responsibility of  
RESPONSIBILITY the business units who incur various 

expenditures, and who report their labor 
hours.  These expenses are initiated and 
approved by the business units in accordance 
with their operating plans and financial 
budgets. 

 
MAINTENANCE OF The Service Corporation Accounting group is  
CHARTFIELD VALUES primarily responsible for maintaining 

chartfield values.  The business units 
request changes to the chartfield values 
based on their need to track and manage 
costs, bill affiliated companies and comply 
with external reporting requirements. This 
group evaluates all requests in connection 
with its oversight responsibilities related 
to internal budgeting, cost allocations, and 
external reporting.  Approved changes are 
implemented on a timely basis. 
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SUMMARY    AEP’s accounting systems use chartfields or 
coding blocks to classify and accumulate 
transactions for financial and managerial 
accounting and reporting.  Each 
chartfield/coding block is used for a 
specific purpose. 

 
CODING BLOCKS    GENERAL LEDGER CHARTFIELDS: 
     

 
General  

  Ledger 
 Business 
  Unit 

 

 
Account 
Number 

 
 
 

 
Department 

ID 

 
Product 
Code 

 
Affiliate 

Code 

 
Operating 

Unit 
Code 

 

 
     PROJECTS CHARTFIELDS: 
 

 
Project 
Costing 

  Business 
   Unit  

  
Project 

ID 

 
Work 
Order 

(Project 
Activity) 

 

 
Cost 

Component 
(Resource 

Type) 

 
Activity 

Code 
(Resource 
Category)

 
Tracking 

Code 
(Resource 

Subcategory)

 
General Ledger   The General Ledger Business Unit identifies 
Business Unit   the AEP System company or company segment for 

which the transaction is recorded.  Each AEP 
System Company is assigned a unique code.  
For example, American Electric Power Company, 
Inc. is Business Unit 100 and AEP Texas 
Central-Distribution is Business Unit 211. 

 
Account Number   The Account Number records the transaction in 

the appropriate balance sheet or income 
statement account using the FERC System of 
Accounts.  

 
Department ID   The Department ID connects the transaction to 

the responsible organization for reporting 
and budgeting purposes. 

 
 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 169 of 1829



Document 
Number 

 
Cost Allocation 
Manual 

Date 
    August 29, 2007  

Page 
 2 

    
  
   

Section  
 
Transactions 
Subject 
 
CHARTFIELDS 
 

             

 

03-02-03 

 
Product Code   The Product Code identifies transactions with 

the services and products provided by the 
Shared Services groups, including Business 
Logistics, Human Resources and Information 
Technology. 

  
 
Affiliate Code   The Affiliate Code identifies transactions 
     conducted with an affiliate.  The General 

Ledger Business Unit code of the affiliate is 
entered in this coding block, if applicable. 
The codes in this chartfield are used in 
preparing consolidated financial statements. 

 
Operating Unit Code  The Operating Unit code sub-divides 

transactions for special reporting purposes 
largely related to tax reporting, rate case, 
and other matters. Valid values include, 
among others, state abbreviations. 

 
Project Costing  The Project Costing Business Unit connects  
Business Unit    the transaction with the responsible 

budgeting group or area for project reporting 
purposes. 

 
Project ID   The Project ID connects the transaction with 

a budget project.  A budget project allows 
budgeted and actual costs to be captured for 
managerial reporting purposes.  

 
Work Order   The Work Order is the billing mechanism used 

to capture and bill like costs, and connects 
the transaction with a planned project that 
generally has a set beginning date, a 
projected end date and an estimated cost to 
complete.  Work Orders include construction 
and retirement work, R&D work, IT projects, 
non-regulated activities, and other special 
projects and transactions. 
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     Attached to each Work Order, as an attribute, 
is a Benefiting Location Code that identifies 
the location or area that benefits from the 
work (i.e., the activity or project that is 
being performed). A benefiting location can 

     define, among other things, a power plant, a  
     generating unit at a power plant, or a 

region.  Each benefiting location further 
defines the company or group of companies 
that operate in the particular location or 
area.  For example, benefiting location code 
1160 is only applicable to Kammer Plant Unit 
3 and pertains to the Generation ledger for 
Ohio Power Company; and, benefiting location 
code 1178 pertains to the Transmission 
ledgers of Appalachian Power Company, 
Kentucky Power Company and Kingsport Power 
Company. 
 

Cost Component   The Cost Component relates the transaction to 
a specific type of cost such as labor, 
travel, materials, or outside services. 

  
Activity Code   The Activity Code identifies the activity 

being performed.  Examples of defined work 
activities are:  “Respond to Customer 
Inquiries,”  “Process Payroll” and 
“Coordinate Federal Income Tax Returns & 
Reports.”  The Activity code directs the 
billing allocation formula for some work 
orders. 

 
Tracking Code   The Tracking Code sub-divides accounting 

transactions for cost tracking purposes. 
Among other things, the tracking code is used 
to track vehicle and building expenditures by 
vehicle number or building number. Certain 
equipment maintenance costs are also tracked. 
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SUMMARY    AEP’s time reporting systems are designed to 
collect the chartfield information needed to 
apportion costs between regulated and non-
regulated activities. 

 
TIME RECORDS   Each AEP employee, or a responsible 

timekeeper, must complete a time record for 
each pay period.  

 
            03-03-02 
 
LABOR COSTING   The cost of labor makes up a high percentage 

of the service cost which is apportioned 
between regulated and non-regulated 
activities. 

 
     03-03-03  
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SUMMARY    AEP follows a system of positive time 
reporting whereby all employees, are 
required, either personally or through an 
appointed timekeeper, to provide Payroll with 
a full accounting of their productive and 
non-productive time classifications.  Time 
records are prepared for each pay period.  
Examples of non-productive time include 
vacation time, holidays, jury duty and other 
paid absences. 

 
FEATURES    Positive time reporting is the process by 

which each employee accounts for the total 
number of hours in each pay period, including 
overtime and paid absences.  The positive 
time reporting process used by AEP 
encompasses the following features: 

 
 Forms the basis for assigning labor 
costs by accounting for all activities 
and time spent by activity on a pay 
period basis 

 
 Accounts for time in hourly increments 
as small as a one-tenth of an hour 

 
 Accumulates and summarizes time spent 
on a reported line-item basis  

 
 Requires all chartfield values needed 
to account for the time spent and to 
report labor costs 

 
 Requires the amount of time reported 
for a given pay period to at least 
equal the total hours in the pay 
period 

 
 Does not assume employees are working 
only on regulated activities or only 
on non-regulated activities.  The  
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03-03-02 

FEATURES (Cont’d)  actual time spent must be reported and 
classified to the applicable 
activities and/or projects based on 
the work performed. 

 
 As employees spend and report time, 
the cost of the time is directly 
attributable to regulated and non-
regulated operations based on 
benefiting location or it could apply 
to an indirect cost pool. 

 
APPROVALS    All time records must be approved by the 

employee’s immediate supervisor or the 
supervisor’s designee.  Audit Services 
performs periodic studies to determine that 
the time reported by group supervisors has a 
reasonable relationship to the time reported 
by their direct reports. 

 
ELECTRONIC PROCESSING In most cases, time is reported and approved 

electronically. The reported time is 
available to be viewed on-line for a period 
of time before it is archived. 

 
     Employees can view their accrued and used 

vacation hours on-line using AEP’s intranet. 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 174 of 1829



Document 
Number 

 
Cost Allocation 
Manual 

Date 
     April 8, 2008 

Page 
 1 

    
  
   

Section  
 
Time Reporting 
Subject 
 
LABOR COSTING 

 

 
             

 

03-03-03 

SUMMARY    Labor costing is the process of pricing the 
time reported by employees for the purpose of 
apportioning their labor cost to the 
activities that they perform.  The cost of 
labor is a high percentage of the total 
service cost apportioned among AEP’s 
regulated and non-regulated affiliates. 

 
FEATURES     AEP’s labor costing process, in conjunction 

with time reporting, has been designed to 
meet the following four criteria: 

 
 it must be practical and cost 
effective to apply 

 it must contain safeguards against 
material misclassifications between 
regulated and non-regulated operations 
and between regulated and non-
regulated products and services 

 it must be adequately documented 
 it must provide an audit trail that 
can be used for procedural testing and 
for determining the accuracy of 
results. 

 
The labor costing process used by AEP employs 
the following features: 
 

 productive time is priced using the 
employee’s hourly rate of pay which, 
for salaried employees, is derived by 
using one of two methods: (i) by 
dividing the employee’s annual salary 
by 2,080 hours, or (ii) by dividing 
the employee’s current pay period 
salary by the total number of hours 
worked during the pay period 
(including non-compensated overtime 
hours worked by exempt employees) 
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03-03-03 

 
FEATURES (Cont’d) 

 non-productive pay is accrued,  
expensed and distributed as a  
percentage of labor dollars 

 where applicable, the cost of 
incentive pay and severance pay is 
also accrued and expensed; and it too 
follows the distribution of labor 
dollars. 

 
CONTROLS    Where applicable, appropriate controls are 

maintained for balancing the total amount of 
labor cost distributed to the total cost 
incurred or paid. 
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SUMMARY    AEPSC is a wholly-owned subsidiary of AEP, a 
registered public utility holding company. 
AEPSC provides certain managerial and 
professional services including administra-
tive and engineering services to affiliated 
companies in the AEP holding company system 
and periodically to unaffiliated companies. 
 
As a subsidiary service company, AEPSC and 
its billings are subject to the regulation 
of the Federal Energy Regulatory Commission 
(FERC) under the Public Utility Holding 
Company Act of 2005.  

 
       
SYSTEM OF INTERNAL  Effective operation of the AEPSC work order  
CONTROLS     billing system is tied to AEP’s overall 

system of internal controls. 
 
            03-04-02 
 
WORK ORDER ACCOUNTING AEPSC maintains a work order system for 

allocating and billing costs in accordance 
with the applicable Uniform System of 
Accounts for centralized service companies. 

 
            03-04-03 
 
BILLING ALLOCATIONS  Billing allocations are performed using 

Allocation Factors (i.e., allocation 
factors) approved by the SEC under PUHCA 
1935 and continued after it’s repeal. 

 
            03-04-04 
 
REPORTS    AEPSC prepares a monthly billing report for 

all billed costs. 
 
            03-04-05  
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SUMMARY    Effective operation of AEPSC’s work order and 
billing system is tied to AEP’s overall 
system of internal controls.  The more 
relevant controls and administrative 
procedures include accountability, 
allocability, budgeting, time-reporting 
review and approval, billing review, dispute 
resolution, periodic service evaluations, and 
internal auditing. 

 
RESPONSIBILITIES  The business units and process owners who 

code and approve transactions for processing 
through the AEPSC billing system are 
responsible for final results.  Employees can 
access electronic databases that contain 
titles and descriptions of all applicable 
codes.  

 
Changes in facts and circumstances that 
affect the billing process must be addressed 
in a rapid and responsible manner. 
 
The Corporate Planning and Budgeting group 
along with Corporate Accounting are 
responsible for assisting the business units 
and AEPSC’s client companies in evaluating 
the monthly billing results on a company by 
company basis.  Also see “Billing Review” 
below.  
 

ALLOCABILITY   Through the transaction coding process, 
clients are billed only for the services and 
costs that pertain to them.  Shareable costs 
are billed using allocation factors.  The 
approved billing system is designed to result 
in a fair and equitable allocation of cost 
among all client companies, regulated and 
non-regulated.  AEPSC employees are provided 
information and trained to achieve these 
results relative to their areas of 
responsibility. 
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BUDGETING    Each year AEPSC prepares an annual budget for 
the services it will provide during the next 
calendar year.  The budgets are prepared by 
each AEPSC department. 

 
Corporate Planning & Budgeting and Business 
Unit Budget Coordinators generate monthly 
performance reports that compare actual cost 
against the budget.  Performance results can 
be viewed by Department, by Account, or by 
Activity, and also by Affiliate company.  
 
AEPSC’s managers are primarily responsible 
for analyzing and explaining cost variances 
incurred while performing their work. 
Additionally, AEPSC and its affiliates are 
jointly responsible for analyzing and 
explaining the cost variances incurred 
through the AEPSC billings.   
 
AEPSC’s annual budgets are consistent with 
and support AEP’s corporate-wide strategic 
performance objectives.  AEP’s Board of 
Directors, with the assistance of executive 
management, approves the annual budgets for 
AEPSC, the utility companies and other AEP 
affiliates. 
 

WORK ORDER    The Accounting department reviews requests  
PROCESSING REVIEW  for new AEPSC Work Orders.  The review 

includes (1) Appropriate descriptions – to 
ensure that the users will understand the 
type of costs to be accumulated in each work 
order.  (2) Appropriate benefiting location – 
to ensure that the proper affiliated company 
or group of companies will be billed (3) 
Appropriate billing allocation factor – to 
verify (based on the work being performed) 
that the appropriate cost drivers are being 
used for the type of service being performed 
such as Number of Employees, Transmission 
Pole Miles, Number of Retail Electric 
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Customers, or Total Assets. 
 

BILLING SYSTEM   Specific controls related to the billing  
CONTROLS    system include  (1) The Accounting department 

reviews the reasonableness of the statistics, 
by affiliate company, that are used to 
allocate costs by comparing them to other 
statistics, amounts used in prior periods, 
etc. (2) Reports are generated by the 
billings system to reconcile/confirm that all 
amounts were allocated and the total dollars 
received for processing were billed out.  (3) 
An automatic e-mail is sent to the Accounting 
department which identifies any errors 
created during Journal Generation of the 
AEPSC Bill. (4) The Accounting department 
confirms the AEPSC net income is zero each 
month-end to ensure that all expenses 
incurred were billed.  (5) The Accounting 
department reviews the list of AEP affiliate 
companies every month to assure billing 
statistics are accumulated and posted 
properly for a newly created affiliate 
companies, or removed for inactivated 
affiliate companies. 

      
     Please see Appendix 99-00-04 for information 

regarding the billing allocation factors that 
are used by AEPSC and their update frequency. 

  
 
PRE-BILLING TRANS-  Various controls exist surrounding the  
ACTIONS REVIEW   detailed accounting transactions that are 

processed by the AEPSC billing system, 
including:  (1) Numerous edits/validations 
are performed mechanically at the time 
transactions are entered into the accounting 
system.  For example, the validation routines 
will not permit a labor expense Account to be 
used in conjunction with non-labor costs.  
(2)  Prior to running the monthly AEPSC 
billing process, Accounting reviews certain 
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accounting transactions to ascertain if any 
items are misclassified based on certain 
criteria.  Correction entries are prepared, 
if necessary, prior to the bill processing, 
For example, transactions charges to income 
tax FERC expense account should be charged to 
the income tax work order.  (3)  An 
“unbillable” report is run numerous times 
prior to processing of the bill.  This report 
identifies transactions that will not bill 
due to recently inactivated Work Orders, 
invalid combinations of statistics, etc.  
Correction entries are made as necessary 
prior to running the bill. 

 
ALLOCATION   Shared costs are billed using approved 

allocation factors.  The billing systems is 
designed to result in a fair and equitable 
allocation of cost amount all affiliate 
companies.  As mentioned above under 
“Responsibilities”, information is readily 
available to employees to assist with the 
proper coding of transactions in order to 
achieve these results relative to their areas 
of responsibility. 

   
TIME REPORTING REVIEW AEPSC uses positive time reporting whereby 
AND APPROVAL   time records are submitted by each AEPSC 

employee, on a bi-weekly basis.  Supervisors, 
or their designated delegates, review and 
approve the time records for the employees in 
their respective groups. 

 
     In addition to the normal approval process, 

periodically the Accounting department 
provides reports to each AEPSC manager for 
review and validation of their employees; 
labor charges.  The report indicates the 
companies that each employee billed, the work 
performed for the company, the labor hours 
charged, and the work orders(s) used to bill 
the hours.  This report provides an 
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additional control to ensure employees were 
billing correctly and that their managers 
concurred with the billing.  Managers were 
required to sign the report indicating their 
review and approval, and return the signed 
copy to Accounting.  If a manager has 
questions about an employee’s time charges, 
or believes a correction is required, the 
manager communicates those concerns to 
Accounting. 

 
AFFILIATED BILLING  Monthly, Utility General & Regulated 
REVIEW     Accounting sends reports to the State 

Operating Companies Regional Presidents 
(and/or their staff), and other members of 
management, for their review and approval of 
the AEPSC Work Order billing by affiliate 
company.  

    
The services performed and the amounts billed 
are reviewed for accuracy on behalf of the 
regulated utilities and AEPSC’s other affil-
iated clients.  The performing organizations 
initiate all needed corrections and Corporate 
Accounting processes the corrections. 
 

DISPUTE RESOLUTION  The monthly AEPSC billings to the affiliate 
Operating companies are submitted to the AEP 
state Business Operations Support groups for 
their review and approval.  The AEPSC bill 
approval process for the Business Operations 
Support groups includes various steps.  
Monthly, Directors review the AEPSC 
departments allocating costs to their 
companies to determine whether it appears 
reasonable for each department to be 
allocating to that operating company.  Also 
monthly, Directors notify AEPSC of their 
approval of the monthly AEPSC billing, noting 
any issues needing resolved as a result of 
their monthly review.  Any issues arising 
from the above reviews are coordinated 
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through the affected AEPSC department and the 
AEPSC Controllers department, which will be 
responsible for resolving issues raised by 
the operating companies and making 
appropriate adjustments.  Each of the above 
steps is documented, including approvals, 
explanations of variances, and any 
adjustments resulting from this review and 
approval process.  Directors are responsible 
for retaining documentation for a minimum of 
two years.    

 
If a resolution cannot be reached among the 
parties, the dispute is referred to the Chief 
Financial Officer or another appropriate 
member of executive management. 
 

SERVICE EVALUATIONS  Internal customer input and an internal 
customer-oriented philosophy are necessary in 
order to keep AEPSC operating efficiently and 
at cost-competitive levels. 

 
     Internal customer surveys are used to measure 

performance and internal customer satis-
faction.  The internal customer surveys, 
along with the budgeting process and service 
level agreements, are used to seek customer 
input relative to the quantity, quality and 
value of the various services being provided 
by AEPSC to other groups within the AEP 
holding company system. 

 
  Whenever feasible, and to the extent 

necessary, cost levels and business practices 
are benchmarked against other companies both 
within and outside the electric utility 
industry.   

 
INTERNAL AUDITING  The AEPSC Audit Services department performs 

periodic audits of the AEPSC billing system. 
The purpose of the audits is to examine the 
internal controls over the billing process 
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and to ascertain that billing allocations are 
being performed in accordance with the 
approved Allocation Factors and in accordance 
with the Service Agreements AEPSC has with 
its affiliated clients.   

 
EXTERNAL AUDITING  Annually, AEPSC is required to provide 

audited financial statements to various banks 
and leasing companies, and therefore is 
subject to an audit by an outside auditing 
firm, currently Deloitte & Touche.  This 
audit includes an audit of various 
transactions through the billing system to 
verify accuracy of the procedures and amounts 
billed to affiliates. 

 
STATE AND FEDERAL    
AUDITS AND REPORTING  
 
STATE AUDITS:   AEPSC is subject to periodic state affiliate 

and code of conduct audits, in order to 
comply with certain state regulatory 
requirements.  For example, Texas requires an 
affiliated code of conduct audit every three 
years. 

 
FERC AUDITS:   Effective with the passage of the Public 

Utility Holding Company Act of 2005 (which 
became effective February 6, 2006) AEPSC is 
now regulated by the Federal Energy 
Regulatory Commission, and as such is subject 
to FERC oversight and audit. 

 
 
FERC REPORTING:  The FERC requires a detailed annual financial 

report for services companies, the FERC Form 
60.  This report contains detailed AEPSC 
information, including amounts billed to each 
affiliate company.   
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     These periodic audits and annual reporting 
requirements provide additional controls 
governing AEPSC’s accounting routines, 
financial transactions, and billing to 
affiliates. 
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SUMMARY    AEPSC uses a work order system for the 
accumulation of cost on a job, project or 
functional basis.  It includes schedules and 
worksheets used to account for charges billed 
to single and groups of associate and 
nonassociate companies.   

 
COST IDENTIFICATION  As a subsidiary service company, AEPSC 

identifies billable costs using two separate 
chartfields (i.e., transaction coding blocks); 
namely, 

 Activity (through General “G” Work 
Orders) and  

 Work Order. 
 

 Each of these chartfields is defined elsewhere 
in this manual (look up “Chartfields” in the 
Table of Contents or the Alphabetic Subject 
Index to determine the applicable Document 
Number). 

 
     General (i.e., “G”) work orders have been 

established to assign the benefiting location 
to general services that are billed by 
“Activity”. 

 
FUNCTION AND TYPES OF A billable cost is derived by using a 
WORK ORDERS    Work Order or Activity with a Benefiting 

Location (including “G” Work Orders). While 
Work Order and Activity define the nature of 
the service performed, the Benefiting Location 
identifies the company or group of companies 
for which the service is performed. Benefiting 
Location is not a chartfield, but it is an 
attribute of each billable Work Order. AEPSC 
uses the following types of Work Orders 

 (billable and non-billable): 
 

 Direct – A Direct Work Order is used when the  
 service being provided benefits a single 

company or company segment.  The monthly cost 
accumulated for a Direct Work Order is billed 
100% to the company for which the service was 
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FUNCTION AND TYPES OF performed as designated by the Benefiting  
WORK ORDER (Cont’d)  Location code associated with the service. 
 
     Allocated – An Allocated Work Order is used 

when the service being performed benefits two 
or more companies or company segments.  The 
monthly cost accumulated for an Allocated Work 
Order is allocated and billed to the companies 
for which the service is performed as 
designated by the Benefiting Location code 
associated with the service. 

  
     The AEPSC billing system uses specific  
     company cost-causative Allocation Factors 
     to allocate costs that are accumulated under 

Allocated Work Orders. 
 
     SCFringe – The SCFringe Work Order is used to 

accumulate the cost of labor-related overhead. 
Labor-related overhead includes, among other 
things, payroll taxes and employee benefits 
such as pension and medical expense.   

 
     SCFringe is charged to client companies in 

proportion to the distribution of AEPSC’s 
labor dollars.   

 
     While not part of SCFringe, it should be noted 

that the cost of compensated absences such as 
vacation and holiday pay is also charged to 
client companies based on the distribution of 
AEPSC’s labor dollars. 

 
     Departmental Overhead – The SDOH9999  
     Departmental Overhead Work Order is used to 

accumulate certain overhead costs applicable 
to each department. This Work Order may be 
direct charged by each respective department 
for general departmental expenses. 

 
     In addition, each department receives its fair 

share of costs incurred by AEPSC’s Shared 
Services groups (namely, Business Logistics, 
Human Resources and Information Technology). 
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Many of the Shared Services groups’ expenses 
are initially deferred on the Balance Sheet 
and subsequently billed to the departments 
that benefit from the costs based on various 
statistics contained in the Shared Services 
Repository. For example, occupancy expenses 
(depreciation, rent, utilities, property 
taxes, etc.) are allocated to departments 
based on Square Footage; desktop computing 
expenses are allocated to departments based on 
the Number of Personal Computers; etc. 

 
     Departmental Overhead expenses are allocated 

to client companies in proportion to the labor 
charged by each department to the client 
companies. 
      

     Internal Support Costs Overhead – The Internal 
Support Costs (ISC) Overhead Work Order is 
used to identify the expenses incurred in 
support of AEPSC’s overall operations.  ISC 
includes all expenses identified with work 
order G0000103, which has an attribute of 
Benefiting Location 103 (the code for AEPSC). 
For example, the expenses incurred in 
processing the payroll for AEPSC’s employees 
and in paying AEPSC’s vendors are included in 
ISC overhead is allocated to client companies 
in proportion to the total cost charged to 
each company.  

 
ACTIVITY AND   Service requests fall into two major 
WORK ORDER REQUESTS  categories: 
  

 Activity, and 
 Work Order. 

 
      As the overseer of the budgeting process, 

AEPSC’s Corporate Planning and Budgeting group 
is responsible for approving all requests for 
adding or deleting Activities. The Corporate 
Planning and Budgeting group processes all 
requests for opening or closing new Activities 
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while the Corporate Accounting group processes 
all requests for new AEPSC Work Orders. 

 
      The ABM Activity Request Form – This form 

requires the following information: 
 

Line Item Information 
Requested By Name of requestor.  

Electronic requests are 
automatically populated 
with requestor’s required 
information, date and time.

Effective Date The requesting business 
unit recommends an 
effective date for use of 
the new activity. 

Activity 
Number 
 
 
 

The requesting business 
unit provides the Activity 
Number only when an 
existing activity is being 
changed. 

Activity 
Description 

The requesting business 
unit provides the proposed 
title of the new activity 
(e.g., “Develop Coal 
Delivery Forecast”). 

Process Group 
 
 

 

The requesting business 
unit provides the name of 
the high-level process  
group to which the new 
activity is related  (e.g., 
“Generate Energy”).  

Major Process 
 
 
 

The requesting business 
unit provides the name of 
the high-level major 
process to which the new 
activity is related (e.g., 
“Procure, Produce & Deliver 
Fuel”). 

Business 
Process 
 

The requesting business 
unit provides the name of 
the high-level business 
process to which the 
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Line Item Information 
activity is related (e.g., 
“Procure Coal”). 

Purpose and 
Use 

The requesting business 
unit provides a description 
of the new activity, its 
purpose and use. 

Task List Provide a list of all the 
steps and preparation 
undertaken to arrive at the 
request. 

Suggested FERC 
Accounts 

The requesting business 
unit provides the suggested 
FERC account. 

Service Corp 
Attrribution 
Basis 
 

The requesting business 
unit recommends an 
Allocation Factor for use. 

Cost Drivers 
 
 

The requesting business 
unit provides the reasons 
for the request. 

 
     See the ILLUSTRATIONS at the end of this 

document for a copy of the Activity Request 
Change Form. 

 
     Work Order Request Form – This form requires 

the following information: 
       

Line Item Information 
Recommended 
Title 

The requesting business 
unit provides the recom-
mended work order title. 

Project 
Costing 
Business Unit 

The requesting business 
unit provides the Project 
Costing Business Unit 
identification. 

Budget Project The requesting business 
unit provides the 
applicable Budget Project 
code. 

Work Order 
Type 

The requesting business 
unit provides the Work 
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Line Item Information 
Order type. 

Estimated 
Total Costs to 
be incurred by 
AEPSC 
 

The requesting business 
unit supplies the 
estimated cost of the work 
performed. 

Estimated 
Duration 

The requesting business 
unit provides the start 
the estimated completion 
date. 

Description of 
Service(s) To 
Be Rendered 

The requesting business 
unit supplies a descrip-
tion of the work order 
based on the nature and 
scope of the project to be 
performed. 

Benefiting 
Location  
 
 
 
 
 
 
 
 
 
 
 
 

The requesting business 
unit supplies the 
applicable benefiting 
location code based on the 
company or class of 
companies that will 
benefit from the work 
order.  The requester can 
select the benefiting 
location code either by 
Name or by Number. The 
benefiting location will 
become an attribute of the 
work order.   
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Line Item Information 
Recommended 
Allocation 
Factor 
 

The requesting business 
unit supplies the 
recommended Allocation 
Factor code for the work 
order.  The Allocation 
Factor code identifies the 
proposed method of 
allocation for Allocated 
work orders.  The 
Allocation Factor becomes 
an attribute of the work 
order.  Work orders that 
pertain to a single 
company should be assigned 
an Allocation Factor code 
of “39, Direct”. 

Shared 
Services 
Deferrals 
 
 
 
 
 
 

Shared Services 
Departments, including 
Human Resources, 
Information Technology and 
Business Logistics, have 
the opportunity to defer 
actual amounts and bill 
their costs via subsequent 
Service Level Agreements 
(SLA) Processing. These 
departments are first 
identified and then 
indicate (Yes/No) if the 
amounts are to be deferred 
on a work order by work 
order basis. 

Additional 
Remarks 
 
 
 
 

The requesting business 
unit provides any special 
project or accounting 
instructions related to 
the work order or makes 
reference to any 
attachments. 

Others To Be 
Notified When 
Request Is 
Approved 

The requesting business 
unit provides a list of 
employees to be notified 
when the work order is 
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Line Item Information 
opened for charges. 

Are you the 
Sponsoring 
Supervisor for 
This Request? 

The requester must 
indicate if he or she is 
the sponsoring supervisor 
for this work order 
request. 

Other 
Reviewers 

The sponsoring supervisor 
must approve the request. 
In addition, the Corporate 
Accounting group must 
accept or decline each 
request. 

 
See the ILLUSTRATIONS at the end of this 
document for a copy of the Work Order Request 
Form. 
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ABM Activity 

    NoteNoteNoteNote::::
 The first approver is always the Business Unit Budget Coordinator .    Requestor 
must select coordinator's name using 'Edit Approver List'  button above.

    Click here to view list of Budget CoordinatorsClick here to view list of Budget CoordinatorsClick here to view list of Budget CoordinatorsClick here to view list of Budget Coordinators ....

 Request ID  NewNewNewNew

 Request Title:

 

Requestor InformationRequestor InformationRequestor InformationRequestor Information ::::
                                                                Requested ByRequested ByRequested ByRequested By :::: Donald W Roberts/AEPIN
                                                                Requestor IDRequestor IDRequestor IDRequestor ID :::: S191469
                                                                Employe TypeEmploye TypeEmploye TypeEmploye Type ::::        AEP Emp
                                                                Phone NumberPhone NumberPhone NumberPhone Number ::::        8-200-2996 
                                                                FloorFloorFloorFloor ////LocationLocationLocationLocation :::: 26 
                                                                Business UnitBusiness UnitBusiness UnitBusiness Unit ::::        103
                                                                Department IDDepartment IDDepartment IDDepartment ID ::::    10284        
Request DateRequest DateRequest DateRequest Date :::: 04/20/2009 11:20:41 AM
Approval StatusApproval StatusApproval StatusApproval Status :::: NewNewNewNew
Request StatusRequest StatusRequest StatusRequest Status :::: Waiting Action Group ProcessingWaiting Action Group ProcessingWaiting Action Group ProcessingWaiting Action Group Processing  

  

Requestor Previous Approvers Current Approver Future Approvers

Donald W Roberts None Entered when submitted
Chtfld Regulated 
Accounting
Chtfld Commercial 
Accounting
Chtfld Service Corp 
Accounting
Chtfld Business Integration 
& Strategy

Requester  Approvers

Donald W Roberts  Entered when submitted
Chtfld Regulated Accounting
Chtfld Commercial Accounting
Chtfld Service Corp Accounting
Chtfld Business Integration & 

Strategy

Approval InformationApproval InformationApproval InformationApproval Information

Request InformationRequest InformationRequest InformationRequest Information

Request TypeRequest TypeRequest TypeRequest Type ::::    New

Request TitleRequest TitleRequest TitleRequest Title ::::    

Reason for RequestReason for RequestReason for RequestReason for Request ::::

Detailed Description ofDetailed Description ofDetailed Description ofDetailed Description of
New Chartfield RequestNew Chartfield RequestNew Chartfield RequestNew Chartfield Request ::::

Action Group Notify on Status 
Change
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Chartfield 

Maintenance

Chtlfd Generation 

Dept

Effective DateEffective DateEffective DateEffective Date ::::        

05/20/2009

Activity DetailActivity DetailActivity DetailActivity Detail ::::

Activity NumberActivity NumberActivity NumberActivity Number ::::

Activity DescriptionActivity DescriptionActivity DescriptionActivity Description ::::

Process GroupProcess GroupProcess GroupProcess Group ::::

Major ProcessMajor ProcessMajor ProcessMajor Process ::::

Business ProcessBusiness ProcessBusiness ProcessBusiness Process ::::

Purpose and UsePurpose and UsePurpose and UsePurpose and Use ::::

Task ListTask ListTask ListTask List ::::

SuggestedSuggestedSuggestedSuggested     
            Ferc AcctsFerc AcctsFerc AcctsFerc Accts ::::

Sv Corp Attr BasisSv Corp Attr BasisSv Corp Attr BasisSv Corp Attr Basis ::::

Output MeasureOutput MeasureOutput MeasureOutput Measure ::::

Cost DriversCost DriversCost DriversCost Drivers ::::

   YouYouYouYou''''re ready to Submitre ready to Submitre ready to Submitre ready to Submit !!!!      Please click the "Submit" button at the top of the form. 

Communication & HistoryCommunication & HistoryCommunication & HistoryCommunication & History
Automatically notified on Status changeAutomatically notified on Status changeAutomatically notified on Status changeAutomatically notified on Status change :::: Donald W Roberts, Entered when submitted, Chtfld Regulated 

Accounting, Chtfld Commercial Accounting, Chtfld Service 
Corp Accounting, Chtfld Business Integration & Strategy, 
Chtlfd Generation Dept, , 

Additional people to notify on Status changeAdditional people to notify on Status changeAdditional people to notify on Status changeAdditional people to notify on Status change ::::

To:

cc:
bcc:

Subject: Regarding Chartfield Request #New...

MEMOMEMOMEMOMEMO

Send Memo as Email         <<<<--------    OROROROR    -------->>>>        Record Memo in History Only

HistoryHistoryHistoryHistory
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AEPSC WORK ORDER REQUEST   

Requested by Donald W Roberts 20-Apr-09 at 10:39 AM

  

REQUEST HEADER

Recommende
d Work Order 
Title: 

Project 
Costing 
Business Unit 
(PCBU): 

Budget 
Project: 

Work Order 
Type: 

Estimated 
Total Cost to 
be incurred by 

AEPSC:    

  On-Going

Estimated 
Duration

Start: 

End: 

Full Description of the work to be performed : 

Enter 
Effective Date 
for Work 
Order [z Proj 
Act Addl]:

Work Order 
Number: 

Enter the GL 
Account: 

BENEFITING LOCATION

Benefiting 

Location:

    ----    
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Reason/Support 
for billing these 
Companies: 

Billed Company: 

ALLOCATION/ATTRIBUTION BASIS

Recommended Allocation/Attribution Basis:    -    

Reason/Support for using this 
Allocation/Attribution to bill: 

SHARED SERVICES

Is this Work Order for Business 
Logistics, Information Technology, or 
Human Resources?

Yes

No

WORK ORDER STATUS

Effective Date:

Work Order Status:

SCNA WORK ORDER INFORMATION

Effective Date of Billing Method
GL Unit 
Company (Resource Sub Category)
Amount

ADDITIONAL INFORMATION

Additional Remarks and File Attachments :

Others To Be Notified When Request  
Is Approved:

Are you the Roll Group Supervisor for  
this request? 

Yes No

APPROVAL/ROUTING

Sponsoring Roll Group SupervisorSponsoring Roll Group SupervisorSponsoring Roll Group SupervisorSponsoring Roll Group Supervisor

Approver 2 Status List:Approver 2 Status List:Approver 2 Status List:Approver 2 Status List:

Approver 3 Status List:Approver 3 Status List:Approver 3 Status List:Approver 3 Status List:

Show Edit History ...

AUDITAUDITAUDITAUDIT
Date Entered 04/20/2009 10:39:21 AM By Donald W Roberts/AEPIN
Modification History:
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Document 
Number 

 
Cost Allocation 
Manual 

Date 
   September 10, 2009 

Page 
 1 

    
  
   

Section  
 
AEPSC  Billing System 
Subject 
 
BILLING ALLOCATIONS 

 

             

 

03-04-04 

SUMMARY    Each Allocated Service ID, whether related to 
an Activity or a Work Order, is assigned an 
appropriate Allocation Factor code that, 
along with the Benefiting Location code, 
ultimately determines the dollars of cost 
that will be charged to each client company. 
Allocation Factor codes are assigned 
according to the nature of the services 
performed. 

 
Each Direct Service ID is assigned an 
Allocation Factor code of “39” which is fixed 
at 100%. 
 

FUNCTION OF THE  The Allocation Factor code identifies the 
ALLOCATION FACTOR CODE statistical factor that will be used to 

calculate the percentage of cost applicable 
to each client company.  The assigned code 
points to a table that includes the company-
specific values needed to calculate the 
allocation percentages. 

 
ROLE OF CORPORATE  An accounting administrator in the Corporate 
ACCOUNTING   Accounting group has primary responsibility 

for ensuring that the Allocation Factor code 
assigned to each Allocated Service ID is 
relevant to the service being performed. 
Corporate Accounting is also responsible for 
ensuring that the company-specific 
statistical values needed for each Allocation 
Factor are accurate and kept up to date.  The 
values are refreshed according to the 
intervals determined for each Allocation 
Factor (e.g., monthly, quarterly, semi-
annually and annually). 

 
     The Allocation Factor assigned to each 

Allocated Service ID should be the most 
relevant cost-causative cost driver.   

 
PROCESS    The requestor of a new Activity or Work Order 

is required to recommend an appropriate 
Allocation Factor code.  Requestors are in 
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Document 
Number 
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Manual 

Date 
   September 10, 2009 

Page 
 2 

    
  
   

Section  
 
AEPSC  Billing System 
Subject 
 
BILLING ALLOCATIONS 

 
 

             

03-04-04 

the best position to recommend an appropriate 
Allocation Factor code since they are 
intimately familiar with the work to be 
performed and with the inherent cost drivers. 
Corporate Accounting reviews all Allocation 
Factor code selections for reasonableness. 

 
      
EXAMPLES    Examples of the appropriate use of Allocation 

Factors are captured in the following table: 
 

 
Activity/Shared Service 

 

 
Allocation Factor 

 
 
191.  Maintain Transmission       
         Right-of-Way 
 

 
28. Number of Transmission      
      Pole Miles 

 
340. Process payroll 
 

 
09.  Number of employees 

 
663.  Perform Stores Accounting 
 

 
26. Number of Stores                 

Transactions 
 

 
LIST OF APPROVED  The APPENDIX to this manual contains a list 
ALLOCATION FACTORS  of all the approved Allocation Factors.  
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Document 
Number 
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Manual 

Date 
    March 2, 2012

Page 
 1 

    
  
   

Section  
 
AEPSC Billing System 
Subject 
 
REPORTS 

 

 

 

03-04-05 

SUMMARY An electronic journal entry is created by the 
AEPSC billing system as part of the billing 
process to record the accounts receivable and 
revenue on AEPSC’s books, and to record the 
corresponding distribution and accounts 
payable on the associate companies’ books 
(billing interface). 

 
BILL FORMAT The following represents a view of the 

monthly bill for services rendered by AEPSC 
to an associate company: 

  
 
 
 
AUDIT TRAIL An audit trail is maintained for all AEPSC 

billing system transactions starting with the 
source documents all the way through general 
ledger posting. 

 
 The AEPSC billing system produces a journal 

entry that is posted to each respective 
company’s general ledger on a monthly basis. 
The mask for this journal entry is 
“SCBBILxxxx”.  The alpha section of the mask 
is constant.  The numeric section of the mask 
is assigned the next available journal entry 
number each month for each company. 
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2011

Budget Billed

TOTAL

10038R    Chief Financial Officer
NONBU    Orgs Excluded from BU View

11517R    Chief Operating Officer
88888R    Shared Services Billing Only

10559R    Chief Executive Officer
12916R    AEP Transmission

Billed From Department... Actuals Billed Variance

12673R    Chief Administrative Officer

AEP Service Corporation Billing Summary
ASSOCIATE COMPANY 

Total AEPSC BillDecember

Ctrl Var $

($500,000)
$0

$500,000
$1,000,000
$1,500,000
$2,000,000
$2,500,000
$3,000,000

12673R    Chief
Administrative

Officer

10559R    Chief
Executive

Officer

12916R    AEP
Transmission

11517R    Chief
Operating

Officer

88888R   
Shared Services

Billing Only

10038R    Chief
Financial Officer

NONBU    Orgs
Excluded from

BU View

Ctrl Var $

Variance by Department
Billed From (Actuals

Billed vs. Budget
Billed)
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03   03-04-05

2011

Actuals Billed Labor Fringes & 
Incentives

Employee 
Expenses

Sum:TOTAL

NONBU    Orgs Excluded from BU View

88888R    Shared Services Billing Only

10038R    Chief Financial Officer

12916R    AEP Transmission

10559R    Chief Executive Officer

12673R    Chief Administrative Officer

Materials & 
Supplies Other

11517R    Chief Operating Officer

AEP Service Corporation Actuals Billed by Department and Cost Type

Department Outside 
Services

Shared 
Services

AEP Service Corporation Billing Summary - by Cost Type
ASSOCIATE COMPANY

Total AEPSC BillDecember

Percentage of Cost Type - Actuals Billed From AEP Service Corporation

Labor
24.04 %Fringes & Incentives

21.23 %

Outside Services
24.20 %

Employee Expenses
2.15 %

Shared Services
15.79 %

Materials & Supplies
3.08 %

Other
9.51 %
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Labor Fringes & 
Incentives

Employee 
Expenses

Materials & 
Supplies

TOTAL
Non-Recoverable Exps
Assoc Business Dev
Admin & General Exps
Regulatory Commission Exp
Advertising
Customer Accounts
Cust Service & Info Exps
Distribution
Transmission
Misc Power Supply Exps
Generation - Other
Generation - Nuclear
Generation - Hydro
Generation - Steam
Other Balance Sheet
Capital

Other

Liabilities & Other Credits

AEP Service Corporation Actuals Billed by Function and Cost Type

Function Actuals 
Billed

Outside 
Services

Shared 
Services

AEP Service Corporation Billing Summary - by Function

ASSOCIATE COMPANY

Total AEPSC BillDecember 2011

AEP Service Corporation Actuals Billed by Function

($1,000,000) $0 $1,000,000 $2,000,000 $3,000,000 $4,000,000 $5,000,000 $6,000,000 $7,000,000

Non-Recoverable Exps

Admin & General Exps

Advertising

Cust Service & Info Exps

Transmission

Generation - Other

Generation - Hydro

Other Balance Sheet

Liabilities & Other Credits
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Page 
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Intercompany Billing 
Subject 
 
OVERVIEW 

 

 
             

 

03-05-01 

SUMMARY    The PeopleSoft general ledger system used by 
AEP allows transactions to be coded for 
intercompany billing. 

    
BILLING SYSTEM   AEP’s intercompany billing process automates 

the accounting for costs incurred by one AEP 
System company for the exclusive or mutual 
benefit of one or more affiliates. 

 
            03-05-02 
 
 
 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 204 of 1829



Document 
Number 

 
Cost Allocation 
Manual 

Date 
     July 24, 2012 

Page 
 1 

    
  
   

Section  
 
Intercompany Billing  
Subject 
 
BILLING SYSTEM 
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SUMMARY Intercompany billing of O&M and capital costs 
automates the accounting for work performed 
by one company for the exclusive or mutual 
benefit of one or more affiliates.  This 
process allows the performing company to 
incur the cost and bill it to the appropriate 
benefiting company or companies.  All 
intercompany billing transactions between 
companies are summarized on a monthly basis, 
resulting in one net billing between 
companies. 

 
USES Intercompany billing is used most often to 

share operating expenses or when one company 
performs services for another company.  The 
Affiliate Transaction Agreement, dated 
December 31, 1996, and the Mutual Assistance 
Agreement, dated July 30, 1987 provide the 
basis of the intercompany billing. 

 
  Costs incurred which are subject to 

intercompany billing can include, among other 
costs, O&M or capital company labor including 
appropriate transportation and labor fringes, 
purchased materials or services, materials 
issued from company storerooms, and rental 
charges for use of another company’s 
facilities. 

 
CODING REQUIREMENTS The initiation of the intercompany billing 

process requires the proper use of chartfield 
values.  An intercompany billing transaction 
is initiated whenever a benefiting location 
number is different than the performing 
company’s business unit code.  Benefiting 
location numbers can be either 100% billed or 
shared among multiple companies.  A 100% 
billed and a multiple company benefiting 
location example follow: 

 
CODING REQUIREMENTS Example: 100% billed Benefiting Location   
(Cont’d) The duties performed by the West Virginia 
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Rates Department benefit the AEP customers 
within the state of West Virginia.  Both 
Appalachian Power Company and Wheeling Power 
Company - Distribution serve customers in 
West Virginia.  All Rates Department 
employees serving West Virginia are on the 
payroll of Appalachian Power Company. 

 
 Whenever the Rates Department performs work 

exclusively on a Wheeling Power Company - 
Distribution rate case, their labor and 
expenses are classified to benefiting 
location 210.  The use of 210 benefiting 
location results in a 100% billing to 
Wheeling Power Company - Distribution.  This 
intercompany billing establishes an accounts 
receivable entry for Appalachian Power 
Company, the performing company, and a 
corresponding accounts payable entry for 
Wheeling Power Company - Distribution, the 
company benefiting from the work. 

 
 Example: Shared Benefiting Location 
 An invoice is received for aerial patrol 

services performed for the Central 
Transmission Region.  Since this work has 
been performed for the benefit of all five 
companies served by the Central Transmission 
Region, the processing company charges a 
multiple company benefiting location.  This 
multi-company benefiting location shares the 
cost among the five companies served by the 
Central Transmission Region.   

 
 Since the invoice pertains to transmission 

services, the cost incurred will be allocated 
among the five companies using an Allocation 
Factor of transmission pole miles.  This 
intercompany billing establishes an accounts 
receivable entry for the performing company 
and a corresponding accounts payable entry 
for the four remaining benefiting companies.  
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INTERCOMPANY BILLING All intercompany billing allocations are 
COST ALLOCATIONS either direct (i.e., 100%) or are allocated 

among the appropriate companies based on the 
applicable multi-company benefiting location 
code.  Every multi-company transaction is   
allocated using one of the approved 
Allocation Factors for service company 
billings.  The Allocation Factor must be 
appropriate for the function for which the 
cost is incurred.  For example, cost incurred 
for the performance of transmission services 
would be allocated using an Allocation Factor 
of number of transmission pole miles. 

  
 AUDIT TRAIL An audit trail is maintained for all 

intercompany billing transactions starting 
with the source documents all the way through 
general ledger posting. 

 
 The intercompany billing procedure produces 

journal entries that are posted to each 
respective company’s general ledger on a 
monthly basis.  The journal entry mask for 
the intercompany billing process is 
“INTCOMxxxx”.  The alpha section in each mask 
is constant.  The numeric section of the 
masks is assigned the next available journal 
entry number each month for each company.  

 
 Any given intercompany journal entry can 

contain several thousand lines of data each 
month. 

  
 The accounts receivable and accounts payable 

transactions created by the intercompany 
billing process are assigned account numbers 

 1460006 and 2340027, respectively. 
 
 
  
CASH SETTLEMENT Intercompany billing transactions are settled 
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through the AEP money pool among money pool 
participants.  Non-money pool participants 
settle-up through cash disbursements. 
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03-06-01 

SUMMARY    The PeopleSoft general ledger and accounts 
payable systems used by AEP allow 
transactions to be recorded that pertain to 
two or more companies. 

 
JOINT PAYMENTS AND  InterUnit accounting can be applied to 
JOURNAL TRANSACTIONS accounts payable processing or general ledger 

journal entry processing. 
 
            03-06-02 
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SUMMARY InterUnit accounting automates the process of 
accounting for transactions that affect two 
or more affiliated companies.  The process 
automatically generates the general ledger 
transactions applicable to each company.  All 
InterUnit accounting transactions are 
summarized on a daily basis, resulting in a 
net amount due to and from each company, by 
affiliated company. 

 
USES InterUnit accounting can be applied to 

accounts payable processing, accounts 
receivable processing, or to general ledger 
journal entry processing. 

 
 InterUnit accounting is used whenever one 

company (i.e., business unit) processes a 
vendor invoice, deposits funds, or classifies 
journal entry transactions that pertain to 
one or more other affiliated companies. 

 
 The InterUnit accounting feature within the 

PeopleSoft software saves time, reduces 
processing costs, accurately creates 
reciprocal transactions, and provides for an 
efficient settlement routine.  It simplifies 
the intercompany billing process by 
eliminating the need to prepare and handle 
paper billings.  A complimentary process also 
summarizes and nets the daily InterUnit 
activity that occurs between companies. 

  
CODING REQUIREMENTS InterUnit accounting requires the proper use 

of business unit codes.  An InterUnit 
transaction is initiated by entering a 
business unit code on a transaction 
classification line that is different from 
the processing company’s business unit code.  

 
 The uses of InterUnit accounting and the 

related coding requirements are illustrated 
by the following three examples: 
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CODING REQUIREMENTS Example of invoice processing through 
(Cont’d) accounts payable:____________________________ 
   
 An invoice is received for legal services 

performed for six of AEP’s generating 
companies.  Since the invoice pertains to 
more than one company, the invoice can be 
processed by one of the companies using at 
least six lines of accounting classification; 
that is, one line for each company.  
InterUnit accounting will be triggered for 
all the lines of classification that have a 
business unit code that is different from the 
processing company’s business unit code. 

 
 For each line of classification with a 

different business unit code, the InterUnit 
accounting process will establish a 
receivable from associated companies on the 
processing company’s books and a payable to  
associated companies on the applicable 
affiliate companies’ books.  In addition, the 
balance sheet and expense transactions 
actually coded on the original accounts 
payable voucher will automatically be posted 
to the books of the applicable companies 
based on the business unit codes that are 
used. 

 
 Example of receipt processed through accounts 

receivable:__________________________________ 
 
 A single wire transfer is received for 

materials sold by three of AEP’s distribution 
companies.  The customer received three 
separate invoices, one from each distribution 
company, but chose to wire funds to only one 
of AEP’s distribution companies for full 
payments to eliminate incurring multiple wire 
fees.  
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CODING REQUIREMENTS The Billing and Accounts Receivable section 
(Cont’d) will apply payment to each distribution 

company invoice by reflecting the deposit 
company (i.e.: business unit), which 
receipted for the wire transfer.  Two of the 
company invoices will have an invoicing 
business unit different than the deposit 
business unit.  For these two invoices, the 
InterUnit accounting process will establish a 
receivable from associated companies on the 
company rendering the invoice, and a payable 
to associated companies on the company that 
deposited the funds.  In addition, the bill 
classification will be relieved on the 
company that issued the bill to the customer.  

 
 
 Example of general ledger journal entry 

processing:__________________________________ 
 
 A single company (i.e., business unit) 

operates a messenger delivery service for 
itself and several affiliates.  Corporate 
Services provides Accounting Services with 
the amounts to be billed each month to the 
other companies based on their actual use of 
the services.  

 
 Since this is a recurring transaction, an 
 InterUnit journal entry can be pre-coded 
 with the appropriate chartfield codes, 
 including the applicable business unit 
 codes.  The dollar amounts to be billed to 

the business units and the date of the 
transaction are the only variables required 
for journal entry preparation. 

 
 When processed, the InterUnit journal entry 

will record the charges on the benefiting 
affiliated companies’ books and establish an 
associated company accounts payable.  The  
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CODING REQUIREMENTS journal entry will also record the  
(Cont’d) appropriate associated company accounts 

receivable entries and offset the original 
charges on the performing company’s books. 
The debits to accounts receivable from 
associated companies and the credits to 
accounts payable to associated companies are 
automatically generated for each journal 
entry line item that has a business unit code 
that is different from the performing 
company’s business unit code. 

  
INTERUNIT ACCOUNTING For InterUnit accounting purposes, the amount 

applicable to each company must be coded 
using separate detail lines.  The amount for 
any transaction that pertains to two or more 
companies should be allocated using one of 
the approved Allocation Factors for service 
company billings.  The Allocation Factor 
selected must be appropriate for the type of 
cost being allocated based on the nature of 
the activity or project for which the cost is 
incurred.  

 
AUDIT TRAIL FEATURES An audit trail is maintained for all 

InterUnit transactions starting with the 
source documents all the way through to the 
general ledger postings. 

 
 The InterUnit transactions processed through 

Accounts Payable and Billing and Accounts 
Receivable are posted to the general 

 ledger through the daily distribution    
 interfaces.  InterUnit journal entries are 

posted directly to the general ledger. 
 
 InterUnit transactions can be viewed on-line 

through simple queries where the “Business 
Unit does not equal Business Unit_GL” for 
accounts payable transactions, where the 
“Business Unit does not equal Deposit_BU” for 
accounts receivable, or where the “Business  
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AUDIT TRAIL FEATURES Unit does not equal Business Unit_IU” for  
(Cont’d) general ledger journal entries. 
 
 InterUnit accounting creates the affiliated 

accounts receivable and accounts payable 
transactions. Account numbers are assigned as 
follows: 

 
1) if the accounting is generated by either 

journal entries or Billing and Accounts 
Receivable, accounts 1460001 and 2340001 
reflect the reciprocal receivable and 
payable, or 

2) if InterUnit accounting is generated by 
Accounts Payable, accounts 1460009 and 
2340030 reflect the reciprocal receivable 
and payable. 

 
AFFILIATED SETTLEMENTS A settlement process is initiated daily for 

all InterUnit transactions.  Corporate and 
General Accounting supplies a file to 
Treasury summarizing each company’s net 
affiliated position for InterUnit 
transactions.  A net payable position results 
in either increased short-term borrowings or 
decreased short-term investments in the AEP 
money pool among money pool participants.  A 
net receivable position results in either 
increased short-term investments or decreased 
short-term borrowings in the AEP money pool 
among money pool participants.  Non-money 
pool participants settle through cash 
disbursements.  
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Document 
Number 

 
Cost Allocation 
Manual 

Date 
     September 16, 2010 

Page 
 1 

    
  
   

Section  
 
Asset Transfers 
Subject 
 
OVERVIEW 

 

 
             

 

03-07-01 

SUMMARY     AEP companies, especially AEP’s electric 
utilities, sell plant and equipment among 
themselves.  AEP companies also sell 
materials and supplies to each other. 

 
PLANT AND EQUIPMENT   Plant and equipment generally is sold “at 

cost” (i.e., net book value) to associate 
companies in the AEP holding company 
system. 

 
            03-07-02 
 
MATERIALS AND SUPPLIES  Materials and supplies are generally sold to 

associate companies “at cost” using the 
selling company’s average unit inventory 
cost. 

 
            03-07-03 
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SUMMARY     The physical integration of AEP’s power 
plants and its many circuit miles of 
transmission and distribution lines and the 
use of common parts and equipment allow the 
AEP companies to achieve cost savings by 
combining their purchasing needs and 
improving their ability to respond rapidly 
to emergency situations throughout the 
entire network.  
 
Such benefits are achieved in part through 
exchanges of plant and equipment among 
affiliated utility companies as conditions 
warrant. The exchanges take place either 
through short-term rental arrangements 
(i.e., loans) or through direct sales. 

GUIDELINES 
 
Sales      Sales between affiliated regulated utility 

companies will be transacted at original 
cost less depreciation, except as permitted 
by any other applicable order filed with 
FERC or required by state rule. Sales from 
regulated affiliates to non-regulated 
affiliates are priced at higher of cost or 
market.  Sales from non-regulated 
affiliates to regulated affiliates are 
prices at lower of cost or market.  As 
allowed by FERC waiver, capitalized spare 
parts will continue to be transferred 
between regulated affiliates and AGR at net 
book value. 

 
      AEP Legal-Regulatory is to be informed for 

the purpose of determining whether any 
regulatory approvals must be sought, if any 
proposed sale exceeds the following 
amounts: 

 
• All utility companies, other than 

Appalachian Power Company and Wheeling 
Power Company - $10,000,000 
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• Appalachian Power Company - $50,000 for 
real estate sales, $1,000,000 for all 
other sales 

• Wheeling Power Company – any sale of 
property 

 
 
 
 
Loans     Generally, loans of equipment and other 

property should be limited to one year or 
less.  Items to be used for a period 
greater than one year should be sold to the 
user. 

 
Rental fees for loaned property shall cover 
all applicable costs.  Such costs include 
cost of capital, depreciation, and taxes. 
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SUMMARY     AEP’s material management groups along with 
procurement personnel can initiate requests 
to transfer materials and supplies (M&S) 
from one AEP storeroom to another.  M&S 
sent from one company’s storeroom to an 
associate company’s storeroom results in a 
sale between companies. 
 
Sales between affiliated regulated utility 
companies will be transacted at cost using 
the selling company’s average unit 
inventory cost.  Sales from regulated 
affiliates are priced at lower of cost or 
market. 
 

 MONTHLY BILLS TO   The company owning the part generates a  
ASSOCIATE COMPANIES  Monthly bill for M&S shipped during the   

month to an associate company.  This method 
is used very rarely since most transfers 
occur through the inter-company journal 
entries. Each item sold is priced “at cost” 
using the seller’s average unit inventory 
cost.  Stores expense is added as 
appropriate.  All sales are recorded 
through associated company accounts 
receivable and accounts payable (i.e., 
Accounts 146 and 234, respectively).  
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Manual 

Date 
    July 13, 2009 

Page 
 1 

    
  
   

Section  
 
Introduction 
Subject 
 
OVERVIEW (DOCUMENTS) 

 

           

 

04-01-01 

SUMMARY     AEP’s state regulatory commissions require 
certain documents to be maintained in 
connection with the transactions AEP’s 
regulated utilities have with their 
affiliates.  In some cases, the documents 
need to be maintained as part of the 
utility company’s Cost Allocation Manual 
(CAM). 

 
AFFILIATE CONTRACTS       This manual provides a brief description of 

all contracts and agreements AEP’s 
regulated utilities have with their 
affiliates. 
       04-02-01 
 
 

DATABASES     Certain databases have been established for 
reference purposes.  The databases 
described in this manual provide additional 
information concerning certain subjects in 
the manual. 

            04-03-01 
 
 
JOB DESCRIPTIONS     The Public Utilities Commission of Ohio 

requires the job descriptions of certain 
shared and transferred employees to be 
maintained as part of the electric 
utility’s CAM. 

            04-04-01 
 
 
COMPLAINT LOG    The Public Utilities Commission of Ohio 

requires each electric utility to maintain 
a log of the complaints the utility 
receives in connection with the 
Commission’s corporate separation rules.  
The Commission requires the electric 
utility to include the complaint log in its 
CAM. 

            04-05-01 
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Section  
 
Introduction 
Subject 
 
OVERVIEW (DOCUMENTS) 

 

           

 

04-01-01 

BOARD OF DIRECTORS    The Public Utilities Commission of Ohio 
requires each electric utility in Ohio to 
keep a copy of the minutes from its board 
of directors meetings in its CAM. 

 
            04-06-01 
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Document 
Number 

 
Cost Allocation 
Manual 

Date 
     February 18, 2008 

Page 
 1 

    
  
   

Section  
Affiliate Contracts with Regulated 
Companies 
Subject 
 
OVERVIEW 

 

 
             

 

04-02-01 

SUMMARY    The AEP System’s regulated utilities provide 
products and services to affiliates and 
receive products and services from affiliates 
under various contracts and agreements. 
Copies of the contracts and agreements are 
maintained in an electronic database that is 
incorporated in this manual by reference.  

 
SERVICE AGREEMENTS  AEP’s electric utilities receive services 

from AEPSC.  The electric utilities provide 
incidental services to each other as well as 
to AEPSC. 

            04-02-02 
 
MINING AND   AEP System affiliates provide coal mining, 
TRANSPORTATION   coal preparation and coal handling services 

as well as transportation services to AEP’s 
regulated utilities.   

 
            04-02-03 
 
CONSULTING SERVICES  Engineering and consulting services are 

provided by AEP’s regulated utilities to 
certain non-regulated affiliates and vice 
versa. 

 
            04-02-04 
 
 
JOINT OPERATING  Certain AEP facilities are jointly owned and 
AGREEMENTS   operated.  
 
            04-02-05 
 
 
TAX AGREEMENT   American Electric Power Company, Inc. and its 

AEP System affiliates file a consolidated 
Federal income tax return and share the 
consolidated tax liability. 

 
            04-02-06 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 221 of 1829



Document 
Number 

 
Cost Allocation 
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 2 

    
  
   

Section  
Affiliate Contracts with Regulated 
Companies 
Subject 
 
OVERVIEW 

 

 
             

 

04-02-01 

 
MONEY POOL AGREEMENT AEP and certain of its regulated subsidiaries 

participate in the AEP System Money Pool.  
The Money Pool is designed to efficiently 
match the available cash and short-term 
borrowing requirements of their participants, 
minimizing the need for them to borrow from 
external sources. 

 
            04-02-07 
NONUTILITY MONEY POOL 
AGREEMENT    AEP, and certain of its unregulated 

subsidiaries participate in the AEP System 
Nonutility Money Pool.  The Nonutility Money 
Pool is designed to efficiently match the 
available cash and short-term borrowing 
requirements of their participants, 
minimizing the need for them to borrow from 
external sources. 

 
            04-02-08 
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SUMMARY AEPSC provides various services to the AEP 
System’s regulated utilities and non-
regulated affiliates under a standard service 
agreement with each of the companies served. 
The regulated utilities also provide services 
to each other and to AEPSC under other 
agreements. 

 
AEPSC SERVICE AGREEMENT AEPSC has a service agreement, in a standard 

format, with each of the AEP System companies 
it serves.  All agreements are dated June 15, 
2000, unless the client company was formed 
after that date.  In addition APCO and 
Wheeling have updated service agreements 
dated May 15, 2008.  The types of services 
provided by AEPSC are listed in Document 
Number 01-03-02 by category and description. 

 
AEPSC SERVICE AGREEMENT AEPSC has a service agreement, in a standard 
WITH TRANSMISSION format, with each of the AEP Transmission 
COMPANIES companies it serves.  The agreements have 

various effective dates depending on when the 
client company was formed.  The types of 
services provided by AEPSC are included in 
the list in Document Number 01-03-02 by 
category and description. 

 
 
AFFILIATED TRANSACTIONS The Affiliated Transactions Agreement, dated 
AGREEMENT December 31, 1996, is among Appalachian Power 

Company, Columbus Southern Power Company 
(Which was merged into Ohio Power Company 
effective December 31, 2011), Indiana 
Michigan Power Company, Kentucky Power 
Company, Kingsport Power Company, Ohio Power 
Company, Wheeling Power Company and AEPSC.  

 
 This agreement covers the provision of 

incidental services, the sale of goods, and 
use of facilities and vehicles among the 
participating companies. 
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OPERATING COMPANY Each Transmission company has a standard 
SERVICE AGREEMENT affiliate service agreement with the 
WITH TRANSMISSION operating company in its jurisdiction.  The  
COMPANIES agreements have various effective dates 

depending on when the Transmission Company 
was formed. 

 
 This agreement covers services in connection 

with the operation of each Transmission 
Company’s transmission assets.  The 
agreements also contain a provision 
appointing the operating company as agent for 
licensing space on the transmission company’s 
facilities. 

 
CSW SYSTEM GENERAL  The CSW System General Agreement, effective 
AGREEMENT June 1, 1999, is among AEPSC, Central Power 

and Light, now AEP Texas Central, Public 
Service Company of Oklahoma, Southwestern 
Electric Power Company, West Texas Utilities 
Company, now AEP Texas North and other CSW 
subsidiaries including CSW Energy, Inc., CSW 
International, Inc., CSW Credit, Inc., CSW 
Leasing, Inc., C3 Communications, Inc., CSW 
Energy Services, Inc., and EnerShop Inc. 
AEPSC is the successor of Central and South 
West Services, Inc. 

 
CSW SYSTEM GENERAL This agreement is intended to provide written 
AGREEMENT (Cont’d) documentation governing certain transactions 
 between the CSW electric operating companies 

and by and between the CSW electric operating 
companies and other CSW subsidiaries to the 
extent such matters are not addressed in 
other written agreements. 

 
MUTUAL ASSISTANCE The Mutual Assistance Agreement, dated July  
AGREEMENT 30, 1987, is among Appalachian Power Company, 

Columbus Southern Power Company (Which was 
merged into Ohio Power Company effective 
December 31, 2011), Indiana Michigan Power 
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Company, Kentucky Power Company, Kingsport 
Power Company, Ohio Power Company,  and 
Wheeling Power Company. 

  
 This agreement allows any participating 

company to request emergency aid from any one 
or more of the other participating companies  

 for the purpose of restoring electric 
 service caused by natural disasters and other 

emergencies.  
 
CENTRAL MACHINE SHOP  The Central Machine Shop Agreement, dated 
AGREEMENT January 1, 1979, is among Appalachian Power 

Company and the Companies affiliated with 
American Electric Power, Inc. 

    
 This agreement covers machine shop services 

provided by Appalachian Power Company to 
affiliates within the AEP System. 

 
SYSTEM INTEGRATION The System Integration Agreement, as amended, 
AGREEMENT is among Appalachian Power Company, Kentucky 

Power Company, Ohio Power Company, Columbus 
Southern Power Company (Which was merged into 
Ohio Power Company effective December 31, 
2011), Indiana Michigan Power Company, and 
their agent AEPSC; Public Service Company of 
Oklahoma, Southwestern Electric Power 
Company, and AEPSC. 

 
     This agreement provides the contractual basis 
 for coordinated planning, operation, 

maintenance of the power supply resources of 
 the AEP East Zone and the AEP West Zone to 

achieve economies consistent with the 
provision of reliable electric service and an 
equitable sharing of the benefits and costs 
of such coordinated arrangements.  This 
agreement is intended to apply in addition to 
and not in lieu of the AEP Interconnection 
Agreement and [CSW] Operating Agreement.  
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AEP INTERCONNECTION The AEP Interconnection Agreement, originally 
AGREEMENT dated July 6, 1951 and modified and  
 supplemented, is among Appalachian Power 
 Company, Columbus Southern Power Company 

(Which was merged into Ohio Power Company 
effective December 31, 2011), Indiana 
Michigan Power Company, Kentucky Power 
Company, Ohio Power Company (Members) and 
AEPSC (Agent). 

 
 This agreement provides for the sharing of 
 power and off-system sales. 
 
AEP SYSTEM INTERIM  This agreement dated July 28, 1994, is among  
ALLOWANCE AGREEMENT Appalachian Power Company, Columbus Southern  
(MODIFICATION No. 1) Power Company (Which was merged into Ohio 

Power Company effective December 31, 2011), 
Indiana Michigan Power Company, Kentucky 
Power Company, Ohio Power Company (Members) 
and AEPSC (as Agent). 

 
 This agreement establishes, among other 

things an equitable methodology for 
allocating emission allowances and associated 
costs and benefits between and among the 
Members. 

 
OPERATING AGREEMENT The [CSW] Operating Agreement (CSW no longer 

exists), dated January 1, 1997, is among 
CSWS, Central Power and Light Company, Public 
Service Company of Oklahoma, Southwestern 
Electric Power Company and West Texas 
Utilities Company. 

 
 A restated and amended operating agreement 

for Public Service Company of Oklahoma and 
Southwestern Electric Power Company was 
signed December 21, 2001. 

 
 This agreement provides the contractual basis  
 for a single interconnected electric system 

through the coordinated planning, construc-
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tion, operation, and maintenance of the above 
mentioned companies’ electric supplies. 

 CSWS has been designated to act as Agent for 
this agreement.  

 
SYSTEM TRANSMISSION The System Transmission Integration 
INTEGRATION AGREEMENT Agreement, dated June 15, 2000, is among 

Appalachian Power Company, Kentucky Power 
Company, Ohio Power Company, Columbus 
Southern Power Company (Which was merged into 
Ohio Power Company effective December 31, 
2011), Indiana Michigan Power Company, and 
their agent AEPSC; and Public Service Company 
of Oklahoma, Southwestern Electric Power 
Company, Central Power and Light, now AEP 
Texas Central, West Texas Utilities, now AEP 
Texas North, and their agent CSWS (succeeded 
by AEPSC). 

 
 This agreement provides the contractual basis 

for coordinated planning, operation and 
maintenance of the AEP East Zone and the AEP 
West Zone System Transmission Facilities to 
achieve economies consistent with the 
provision of reliable electric service and an 
equitable sharing of the benefits and costs 
of such coordinated arrangements. 

 
TRANSMISSION The Transmission Agreement, dated April 1, 
AGREEMENT 1984, is among Appalachian Power Company, 

Columbus Southern Power Company (Which was 
merged into Ohio Power Company effective 
December 31, 2011), Indiana Michigan Power 
Company, Kentucky Power Company, and Ohio 
Power Company (Members) and AEPSC (Agent).  

  
 This agreement provides for the equitable 

sharing of costs incurred among the Members 
for their respective high-voltage and extra 
high-voltage transmission facilities.  This 
agreement is administered by AEPSC. 
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AEP SYSTEM TRANSMISSION AEP SYSTEM TRANSMISSION AGREEMENT, dated  
CENTER AGREEMENT December 1, 2009 between Ohio Power Company 

and the AEP West operating companies (AEP 
Texas Central Company, AEP Texas North 
Company, Public Service Company of Oklahoma, 
and Southwestern Electric Power Company).   

 
 This agreement provides for the West 

Operating Companies to make use of the AEP 
Transmission Training Center facilities 
located in Pataskala, OH and owned by AEP 
Power for the training of transmission line 
personnel employed by the West Operating 
Companies. 

 
 
TRANSMISSION This agreement, dated January 1, 1997 and  
COORDINATION AGREEMENT revised October 29, 1999, is among Central 

Power and Light Company, West Texas Utilities 
Company, Public Service Company of Oklahoma, 
and Southwestern Electric Power Company.   

 
 This agreement provides for the equitable 

sharing of costs incurred and revenues earned 
among the members for their respective 
transmission systems. 

 
THIRD AMENDED AND  This agreement, dated August 25, 2004 as 
RESTATED AGENCY  amended March 22, 2006 and January 30, 2008,  
AGREEMENT (ACCOUNTS is among AEP Credit, Inc. and certain AEP  
RECEIVABLE) electric  companies. 
  
 This agreement provides for the sale by the 
 operating companies to AEP Credit, Inc. of 
 accounts receivables arising from the sale  
 and delivery of electricity, gas and other  
 related services in the normal course of 
 business.  
 
THIRD AMENDED AND  This agreement, dated August 25, 2004 as  
RESTATED PURCHASE amended March 22, 2006 and January 30, 2008  
AGREEMENT (ACCOUNTS  is among AEP Credit, Inc. and certain AEP 
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RECEIVABLE) electric companies. 
 
 This agreement provides for the agent 

(Operating Companies) to take any and all 
steps on behalf of AEP Credit to collect all 
amounts due under any or all of the 
receivables arising from the sale and 
delivery of electricity, gas and other 
related services in the normal course of 
business.  

 
 
ENERGY CONSERVATION This agreement, dated December 22, 1997, is  
MEASURE UTILITY/ENERGY between West Texas Utilities, Inc. and  
SERVICE COMPANY AGENCY  EnerShop, Inc (EnerShop not longer exists). 
AGREEMENT 
 West Texas Utilities, Inc. (WTU) has signed 

an Energy Conservation Measures Agreement 
with the United States Government relating to 
the refurbishing and upgrading of US 
Government facilities located within the  

 service territory of WTU.  EnerShop is  
 authorized as the agent for WTU in completing 
 any Delivery/Task Orders agreed to by WTU and  
 the US Government.  These Orders are for 

energy conservation projects. 
 
  
FRANKLIN AND INDIANA Franklin Real Estate Company (Franklin) and  
FRANKLIN PURCHASE  Indiana Franklin Realty, Inc. (Indiana  
CONTRACTS    Franklin) have purchase contracts with AEP’s 

electric utilities (various dates). 
 

  The contracts provide that Franklin and  
   Indiana Franklin (Sellers) may buy,sell,hold 

title to, or lease real estate as agents for 
the benefit of the respective electric 
utilities (i.e., each Purchaser). 

 
INDIAN MESA  The Interconnection Agreements dated March  
INTERCONNECTION  19, 2001, are between West Texas Utilities, 
AGREEMENT now AEP Texas North and Indian Mesa Power 
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Partners, LP (Generator). These two 
agreements provide for the interconnection of 
WTU, now AEP Texas North’s transmission 
system to the Generator’s electric generating 
facilities (Plant) built in two (2) phases. 
The interconnection of each phase of the 
Plant is provided by the separate agreements. 

 
 
ELECTRIC TRANSMISSION This agreement, dated December 21, 2007 is  
TEXAS SERVICE AGREEMENT  between Electric Transmission Texas (ETT) and 

AEPSC. 
 
  This agreement covers the provision of 

services by AEPSC for ETT related to (i)the 
evaluation and permitting of electric 
transmission projects by ETT; (ii) budgeting 
and scheduling services, the preparation of 
construction documents, land acquisition 
services, engineering services, procurement 
services, construction services, and the 
compilation of project records, relating to 
the construction of electric transmission 
projects by ETT; (iii) operation and 
maintenance of its electric transmission 
projects; (iv) legal, human resources, 
environmental services, payroll, cash 
management, financial, billing, collection, 
accounts-payable, risk management, 
regulatory affairs, accounting, tax, and 
other business functions. 

 
 
PATH WEST VIRGINIA This agreement, dated September 1, 2007  
TRANSMISSION COMPANY PATH) is between PATH West Virginia 
SERVICE AGREEMENT Transmission Company, LLC and AEP T&D 

Services, LLC. 
 
 This agreement covers the provision of 

services by AEP T&D Services, LLC for PATH 
relating to designing, engineering, siting, 
acquiring right-of-way for procuring, 
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permitting, construction, commissioning, 
financing, owning, operating, and maintaining 
certain electric transmission and 
interconnection facilities. 
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SUMMARY    AEP System affiliates acquire coal for and 
provide for transporting coal to AEP's 
regulated utilities.  With respect to certain 
affiliated power plants, AEP System 
affiliates may provide coal mining, coal 
preparation and/or coal transloading 
services.   

 
COAL MINING   The following table lists the mining  
(including lignite)  agreements between AEP’s electric utilities 

and their mining subsidiaries: 
      

DATE PARTIES 
05-31-01 Southwestern Electric Power 

Company and Dolet Hills Lignite 
Company LLC. 

 
This agreement provides that the above 
mentioned mining company agree to mine, 
extract, remove, prepare and sell the coal or 
lignite they mine from their lands and, in 
some cases, from lands owned by the electric 
utility.  The electric utility, in turn, 
agrees to purchase the coal and lignite.  
Certain AEP mines have been closed but 
continue to incur mine shutdown costs.   
 

COAL TRANSPORTATION  There are several contracts under which AEP’s 
electric utilities receive coal 
transportation services from affiliates. 
 

BARGE TRANSPORTATION The Barge Transportation Agreement, dated May 
1, 1986 and amended September 12, 2013, is 
among Appalachian Power Company, Ohio Power 
Company, AEP Generating Company and Kentucky 
Power Company (Shippers) and the River 
Transportation Division of Indiana Michigan 
Power Company  (Division). 

 
     This agreement provides for the Shippers to 

furnish and deliver coal to the Division at 
loading points along certain rivers and to 
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accept delivery of such coal at designated 
delivery points and pay for the services of 
the Division in receiving, transporting and 
delivering such coal. 

 
COAL TRANSFER-COOK The Amended and Restated Cook Coal Transfer  
COAL TERMINAL Agreement – Cook Coal Terminal, dated 

December 16, 2013, is between  
 AEP Generating Company (Operator) and Ohio 

Power Company, Indiana Michigan Power 
Company, Kentucky Power Company and 
Appalachian Power Company (Users). 

  
 This agreement provides for the Operator to 

unload coal for the Users from unit trains, 
transfer such coal from the unloading point 
at the terminal, re-load such coal on barges, 
and perform other related services at the 
terminal.  

 
RAIL CAR USE    The AEP System Rail Car Use Agreement, dated 

April 1, 1982, is among Indiana Michigan 
Power Company, Appalachian Power Company and  

 Ohio Power Company.  It was amended effective 
July 1, 2006 to add Public Service Company of 
Oklahoma and Southwestern Electric Power 
Company as parties to the agreement.  It was 
amended again effective September 12, 2013 to 
add Kentucky Power Company as a party to the 
agreement.  

 
This agreement provides that coal hopper cars 
leased or otherwise deployed by the above 
parties be made available for the mutual 
benefit of each party without regard to lease 
ownership by a specific party but on the 
basis of proximity and availability for use, 
and other dispatching considerations. 
 

RAILCAR MAINTENANCE The Rail Car Maintenance Agreement, dated  
                         August 1, 2013, is among AEP Generating 

Company (Provider), Ohio Power  
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 Company, Appalachian Power Company, Kentucky 
Power Company, Public Service of Oklahoma 
Southwestern Electric Power Company and 

  Indiana Michigan Power Company. 
 
  This agreement provides for AEP Generating  
 Company to furnish routine, preventive and 

other maintenance to the railroad hopper cars 
owned or leased by Appalachian Power Company, 
Kentucky Power Company, Public Service of 
Oklahoma Southwestern Electric Power Company 
and Indiana Michigan Power Company. 

 
 The Rail Car Maintenance Facility Agreement, 

dated July 29, 1997, is among SWEPCO, CPL, 
now AEP Texas Central, PSO. 

 
A unit train rail car maintenance facility 
near Alliance, Nebraska has been established. 
SWEPCO is the majority owner and operates the 
facility.  The actual cost of inspection and 
maintenance of individual rail cars and other 
expenses directly assignable to a specific 
rail car shall be paid by the party owning 
the rail car.  Non-assignable costs are 
shared based on the direct labor charges for 

 rail cars actually repaired or inspected per 
 party in ratio to the total direct labor 

charges for all cars owned by the parties 
repaired at the facility during the month. 
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Document 
Number 

 
Cost Allocation 
Manual 

Date 
     February 25, 2013 

Page 
 1 

    
  
   

Section  
Affiliate Contracts with Regulated 
Companies 
Subject 
 
CONSULTING SERVICES 

 

 
             

 

04-02-04 

SUMMARY This document identifies the consulting 
services agreements AEP’s regulated 
utilities have with certain non-regulated 
affiliates. 

 
AEP PRO SERV, INC.  The following table lists the consulting 
formerly AEP Resources agreements between the AEP electric  
Service Company, AEP utilities and AEP Pro Serv, Inc. referred to 
Resources Engineering as the “Client”.  These agreements allow the 
& Services Company Client to utilize certain services, 
and AEP Energy Services, properties and resources of the AEP  
Inc.) electric utilities to sell management, 

technical and training services and 
expertise to non-affiliate companies.       
           

 DATE PARTIES 
 04-08-1983 Indiana Michigan Power Company 

and AEP Pro Serv, Inc. 
 04-08-1983 Ohio Power Company and AEP Pro 

Serv, Inc. 
 07-07-1983 Kingsport Power Company and 

AEP Pro Serv, Inc. 
 07-07-1983 Kentucky Power Company and AEP 

Pro Serv, Inc. 
 10-03-1983 Appalachian Power Company and 

AEP Pro Serv, Inc. 
 10-03-1983 Wheeling Electric Company and 

AEP Pro Serv, Inc. 
                           
AEP ENERGY SERVICES, The table which starts on the next page 
INC. (formerly AEP lists the consulting agreements between the 
Energy Solutions, Inc.) AEP  electric  utilities and AEP Energy 

Services, Inc. (Client).  These agreements 
allow the Client to utilize certain 
services, properties and resources of the 
electric utilities to broker and market 
energy commodities. 
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 2 

    
  
   

Section  
Affiliate Contracts with Regulated 
Companies 
Subject 
 
CONSULTING SERVICES 

 
 

 
             

04-02-04 

DATE PARTIES 
09-27-1996 Ohio Power Company and AEP 

Energy Services, Inc. 
09-27-1996 Kingsport Power Company and 

AEP Energy Services, Inc. 
09-27-1996 Kentucky Power Company and AEP 

Energy Services, Inc. 
09-27-1996 Indiana Michigan Electric 

Company and AEP Energy 
Services, Inc. 

01-09-1997 Wheeling Power Company and AEP 
Energy Services, Inc. 

03-06-1997 Appalachian Power Company and 
AEP Energy Services, Inc. 
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SUMMARY               The Philip Sporn Plant, Mitchell Plant and 
certain other AEP facilities are jointly 
owned and operated.   

 
PHILIP SPORN PLANT The Sporn Plant Operating Agreement, dated  
AGREEMENT  January 1, 2014, is between Appalachian 

Power Company and AEP Generation Resources 
Inc. (“Owners”) and American Electric Power 
Service Corporation (“Agent”).  

 
 Appalachian Power Company owns two 150,000 

kilowatt generating units (Sporn units Nos. 
1 and 3) and AEP Generation Resources Inc. 
owns two 150,000 kilowatt generating units 
Sporn units 2 and 4).  The Owners desire 
that Appalachian Power Company operate and 
maintain Philip Sporn Plant. 

 
MITCHELL PLANT The Mitchell Plant Operating Agreement, 

dated January 1, 2014, is between Kentucky 
Power Company and AEP Generation Resources 
Inc. (“Owners”) and American Electric Power 
Service Corporation (“Agent”).  

 
 Kentucky Power Company and AEP Generation 

Resources have an undivided ownership 
interest in Mitchell Plant which consists of 
two 800 megawatt generating units The Owners 
desire that Kentucky Power Company operate 
and maintain Mitchell Plant. 

 
KAMMER PLANT The Kammer Plant Operating Agreement, dated  
AGREEMENT  January 1, 2014, is between Kentucky Power 

Company (“Operator”) and AEP Generation 
Resources Inc. (“Owner”) and American 
Electric Power Service Corporation 
(“Agent”).  

 
 AEP Generation Resources owns Kammer Plant 

which consists of three 210 megawatt 
generating units The Owner desires that 
Kentucky Power Company operate and maintain 
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Kammer Plant. 
 
EAST HVDC  This agreement, August 3, 1995, is among  
INTERCONNECTION AGREEMENT Southwestern Electric Power Company, CSW, 

now AEP Texas Central, Houston Lighting and 
Power Company (now Reliant Energy, HLP) and 
Texas Utilities Electric Company 

 
 This agreement covers certain high voltage 

direct current (HVDC) conversion and related 
alternating current transmission defined as 
the HVDC Interconnection located in Titus  

EAST HVDC INTERCONNECTION SWEPCO operates the facility. It 
AGREEMENT (Cont’d) owns certain of the alternating current 
 facilities and charges the other partici-

pants a facility charge based on their 
ownership interest in the HVDC Project.  
SWEPCO also bills operational and 
maintenance charges it incurs as the 
operator based on ownership interest.   

 
OKLAUNION UNIT NO.1 This agreement, dated April 26, 1985 an 
CONSTRUCTION, OWNERSHIP amended on August 14, 1985) is among Public  
AND OPERATING AGREEMENT  Service Company of Oklahoma, AEP Texas 
(Also known as the North and and the Oklahoma Municipal Power  
Participation Agreement) and the City of Brownsville, Texas. 

 
 The Oklaunion Power Unit No. 1 is a 720 MW 

western coal fired steam generator.  It is 
located on 1937.2 acres in Wilbarger County, 
Texas.  This agreement is for the 
construction, ownership and operation of 
Oklaunion Power Unit 1. 

  
OKLAUNION HVDC PROJECT  This agreement, dated September 14,1988, 
CONSTRUCTION, OWNERSHIP is among PSO, AEP Texas North Company 
AND OPERATING AGREEMENT and Central and South West Services, Inc.  
 
 PSO and WTU own, and operate the project 

known as the Oklaunion HVDC Tie located in 
Wilbarger County, Texas.  
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04-02-06 

SUMMARY    American Electric Power Company, Inc. (AEP) 
joins in filing a consolidated federal income 
tax return with its affiliates in the AEP 
holding company system. 

 
TAX AGREEMENT The AEP System tax agreement, among other 

things, sets forth the companies’ agreement 
to annually join in the filing of a 
consolidated federal income tax return and 
the method under which to allocate the 
consolidated tax to the system companies.  
This agreement permits the allocation of the 
benefit of current tax losses utilized to the 
System companies giving rise to them in 
determining their current tax expense.   

 
The tax loss of AEP is allocated to its 
subsidiaries with taxable income.  With the 
exception of the loss of AEP, the method of 
allocation approximates a separate return 
result for each company in the consolidated 
group.    
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SUMMARY    The AEP System Utility Money Pool Agreement 
is an arrangement whereby the participants 
in the Utility Money Pool lend to and borrow 
from each other on a short-term basis. 

 
DESCRIPTION    The AEP System Amended and Restated Money 

Pool Agreement, dated November 14, 2013,is 
among and between AEP, AEP Utilities, Inc., 
American Electric Power Service Corporation, 
and AEP Utility Funding LLC and regulated 
direct and indirect operating and certain 
other subsidiaries each of which are 
signatories to the Agreement or have become 
signatories. 

 
     The Agreement gives participants the right 

to borrow from the pool and invest their 
excess funds in the pool.   

 
     A further description of the Utility Money 

Pool is contained in another section of this 
manual (see the Table of Contents or the 
Alphabetic Subject Index to find the 
applicable Document Number). 
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 February 21, 2013 
     

 

04-02-08 

SUMMARY    The AEP System Nonutility Money Pool 
Agreement is an arrangement whereby the 
participants in the Nonutility Money Pool 
lend to and borrow from each other on a 
short-term basis. 

 
DESCRIPTION OF THE   The AEP System Third Amended and Restated  
AGREEMENT    Nonutility Money Pool Agreement, dated May 

1, 2012, is between AEP, and American 
Electric Power Service Corp., AEP Nonutility 
Funding LLC certain and unregulated direct 
and indirect subsidiaries of AEP each of 
which are signatories to the Agreement or 
have become signatories. 

 
     The Agreement gives each pool participant 

the right to borrow from the pool and to 
invest excess funds in the pool.  

 
     A further description of the Nonutility 

Money Pool is contained in another section 
of this manual (see the Table of Contents or 
the Alphabetic Subject Index to find the 
applicable Document Number). 
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SUMMARY Certain databases have been established for 
employee reference purposes.  

 
CHARTFIELD VALUES        A separate Lotus Notes database can be used 

to view certain chartfield values.  The 
chartfield database contains the most current 
information regarding the various chartfield 
values and descriptions. 

 
                                                          04-03-02 
 
AFFLIATE AGREEMENTS Copies of all agreements between AEP 

regulated utilities and their affiliates are 
kept in Company files. 

    
                04-03-03 
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04-03-02 

SUMMARY Several chartfield databases have been 
established for employee reference purposes. 
A Lotus Notes database link provides a menu 
for accessing the separate databases.  The 
chartfield databases contain the most current 
information regarding the various chartfield 
values and descriptions. 

 
INSTRUCTIONS FOR DESKTOP To add the Chartfields icon to your Lotus 
INSTALLATION Notes Desktop, you will need to perform the  
 following steps: 
 
 1. Enter Lotus Notes. 

2. Hold the Ctrl button while pressing the   
   letter “o”.  
3. Select the proper Server for your location 
   by using the down arrow, or type and hit  
   enter.  Some of the available servers     
   include: 
     

           DSAPP4OR/SERVERS/AEPIN Columbus 
   DSAPP1FW/SERVERS/AEPIN Canton,        

              Charleston, Fort Wayne 
   DSAPP1RO/SERVERS/AEPIN Roanoke        

                                                  
                                       

 4. Using the Database section, select the    
                            D ATABASE folder (not Database catalog) 
 

a. Select FINANCE       
b. Select CORPPLAN 
c. Select Chartfields Portfolio 
d. Click the Open button. 

 
INSTRUCTIONS FOR  Once the database link icon has been  
VIEWING    added to your desktop, the chartfield values 

may be viewed by clicking on the database 
that contains the value(s) you are looking 
for: GL Business Unit, Account, Department, 
State/Jurisdiction, Product, ABM Activity 
(Resource Category), Cost Component, Resource 
Sub Category (or Tracking Code), Benefiting 
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04-03-02 

Location, AEPSC Work Order, UT Work Order, 
and NR Work Order. 
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04-03-03 

SUMMARY    An affiliated contracts database has been 
established for reference purposes.  A Lotus 
Notes database link provides a method for 
accessing this database.  The affiliated 
contracts database contains copies of the 
affiliated contracts. 

 
INSTRUCTIONS FOR   To add the Affiliated Contracts to your Lotus 
DESKTOP INSTALLATION     Notes Desktop, you will need to perform the  
                         following steps: 
 

1. Enter Lotus Notes/Workspace at Office. 
2. Click on Database Catalog (DSAPP1RO) 

icon. 
3. From the Database Catalog Menu, click 

Databases (By Title). 
4. Click Affiliate Transactions once and its 

subtitle twice to access the Affiliated 
Contracts index. 

 
INSTRUCTIONS FOR   To view the appropriate affiliate contract,  
VIEWING                  double click on the name of the contract. 
 
SECURITY ACCESS  The CAM Administrator grants access to this 

database on an as needed basis. 
 

 
    

 
 
 
 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 245 of 1829



Document 
Number 

 
Cost Allocation 
Manual 

Date 
     December 19, 2000 

Page 
 1 

    
  
   

Section  
 
Job Descriptions 
Subject 
 
OVERVIEW 

 

 
             

 

04-04-01 

SUMMARY       The corporate separation rules adopted by   
the Public Utilities Commission of Ohio 
(PUCO) require the electric utility, as 
defined in the rules, to maintain a copy of 
each shared employee’s job description in 
its Cost Allocation Manual (CAM).  In 
addition, the CAM shall include a copy of 
all transferred employees' previous and new 
job descriptions.   

 
      The corporate separation rules define 

“employees” as “all full-time or part-time 
employees of an electric utility or its 
affiliates, as well as consultants, 
independent contractors or any other 
persons, performing various duties or 
obligations on behalf of or for an electric 
utility or its affiliates.” 

 
      Job descriptions are not required, nor are 

they maintained, for consultants, 
independent contractors or any other 
persons who are not actual employees of the 
electric utility or its AEP affiliates. 

 
SHARED EMPLOYEES   Job descriptions for all employees who are 

shared between AEP’s PUCO regulated 
electric utilities and any affiliate that 
provides a competitive retail electric 
service, or that provides a non-electric 
product or service to customers, are 
incorporated in this manual by reference. 

 
            04-04-02 
 
TRANSFERRED EMPLOYEES    The required previous and current job 

descriptions for employees transferred from 
AEP’s PUCO regulated electric utilities to 
any affiliate that provides a competitive 
retail electric service, or that provides a 
non-electric product or service to 
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04-04-01 

TRANSFERRED EMPLOYEES  customers, are incorporated in this manual  
(Cont’d)     by reference. 
 
            O4-04-03   
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SUMMARY 4901:1-37-04 (A)(4) of the Public Utilities 
Commission of Ohio’s (PUCO’s) corporate 
separation rules states that an electric 
utility may not share employees and/or 
facilities with any affiliate, if the 
sharing, in any way, violates the code of 
conduct provisions contained in its corporate 
separation rules.  
In addition, 4901:1-37-08 (D)(4) and 4901:1-
37-04 (A) (5) of the corporate separation 
rules require the electric utility to 
maintain a copy of each shared employee’s job 
description in its Cost Allocation Manual and 
to ensure that all shared employees 
appropriately record and charge their time 
based on fully allocated costs.   

 
DEFINITION OF SHARED In the corporate separation plans filed by  
EMPLOYEE  Columbus Southern Power Company (Which was 

merged into Ohio Power Company effective 
December 31, 2011) (Case No. 99-1730-EL-ETP), 
the respondents defined a “shared employee” 
as: 

 
Any employee of the electric utility, or 
any affiliate which provides a 
competitive retail electric service or 
which provides a non-electric product or 
service to customers (i.e., the Separate 
AEP Companies), or a consultant, indepen-
dent contractor, or any other person 
performing various duties or obligations 
on behalf of the electric utility or the 
Separate AEP Companies, whose more than 
incidental job duties and responsi-
bilities are divided between the electric 
utility and any Separate AEP Companies 
for other than emergency purposes. 

 
PROCEDURE For purposes of this manual,job descriptions
 for shared employees who are true employees  
                         of the electric utility or any Separate AEP 
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PROCEDURE (Cont’d) Company are included in this manual by  

reference and, as such, are part of this 
manual. 

 
Job descriptions are not maintained for 
consultants, independent contractors or other 
persons who are shared but are not actual 
employees of the electric utility or the 
Separate AEP Companies.  However, a list of 
such persons will be maintained.  The list 
will identify the name of each such person 
and the name of the person’s actual employer. 
The list, which will be prepared at least 
every six months, is incorporated in this 
manual by reference and, as such, is part of 
this manual. 
 

RESPONSIBILITY AEP Service Corporation’s Human Resources 
Department, working with AEP’s various 
business units, will prepare, on behalf of 
AEP’s PUCO regulated electric utilities, the 
required job descriptions for all shared 
employees; and it will also maintain the 
required list of other shared persons who are 
not actual employees. 

 
TIME CHARGES AEP’s time reporting systems are designed to 

ensure that salary and salary-related costs 
are properly allocated by requiring 
employees, using positive time reporting, to 
charge their time to the appropriate 
accounting codes.  All time charges are 
allocated and billed on a fully allocated 
cost basis as defined in the PUCO’s Corporate 

 Separation rules. 
 ____________________________________________ 
 [NOTE:  Other state commissions have 

established requirements relative to shared 
employees.  See TAB 02, Section 04 of this 
manual for further information.]  
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04-04-03 

SUMMARY 4901:1-37-08 (D)(6) of the Public Utilities 
Commission of Ohio’s (PUCO’s) corporate 
separation rules require electric utilities, 
as defined in the rules, to add to their Cost 
Allocation Manuals (CAMs) a copy of all 
transferred employees’ previous and new job 
descriptions.  

 
DEFINITION OF TRANS-  A “transferred employee” is any full-time or 
FERRED EMPLOYEE part-time employee of the electric utility, 

as well as any consultant, independent 
contractor or any other person, who performs 
various duties or obligations for or on 
behalf of the electric utility, that 
transfers from the electric utility to any 
affiliate which provides a competitive retail 
electric service or which provides a non-
electric product or service to customers 
(i.e., the Separate AEP Companies).   

 
PROCEDURE For purposes of this manual, previous and new 

job descriptions for all true employees of 
the electric utility that transfer to a 
Separate AEP Company are included in this 
manual by reference and, as such, are part of 
this manual. 

 
 Job descriptions are not maintained for 

consultants, independent contractors or other 
persons who are not true employees of the AEP 
System.  However, a list of all such persons 
who transfer from the electric utility to a 
Separate AEP Company will be maintained.  The 
list will identify the name of each such 
person and the name of the person’s actual 
employer.  The list, which will be prepared 

 at least every six months, is incorporated in  
 this manual by reference and, as such, is 

part of this manual. 
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04-04-03 

RESPONSIBILITY AEP Service Corporation’s Human Resources 
Department, working with AEP’s various 
business units, will prepare, on behalf of 
any AEP electric utility regulated by the 
PUCO, the required job descriptions for all 
employees who transfer from the electric 
utility to a Separate AEP company.  Human 
Resources will also maintain the required 
list of other transferred persons who are not 
actual employees of the AEP System. 

 
 _____________________________________________ 
 [NOTE:  Other state commissions have 

established requirements relative to 
transferred employees.  See TAB 02, Section 
04 of this manual for further information.]  
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SUMMARY The corporate separation rules adopted by the 
Public Utilities Commission of Ohio require 
Columbus Southern Power Company (Which was 
merged into Ohio Power Company effective 
December 31, 2011) to establish a complaint 
procedure for issues related to their 
respective corporate separation plans.   

 
COMPLAINT LOG A log of complaints brought to the electric 

utility must be maintained as part of the 
electric utility’s Cost Allocation Manual. 

 
 04-05-02 
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SUMMARY 4901:1-37-05 (B) (14) and 4901:1-37-08 (D)(8) 
of the Public Utilities Commission of Ohio’s 
(the PUCO’s) corporate separation rules 
require the electric utilities, as defined in 
the rules, to establish a complaint procedure 
for issues concerning compliance with the 
PUCO’s corporate separation rules and a log 
of complaints brought to the utility to be 
included in its CAM. 

 
RESPONSIBILITY AEP’s Chief Compliance Officer will follow 

the procedures for handling such complaints 
as set forth in the PUCO’s rules and as 
stated in the corporate separation plans 
filed by Columbus Southern Power Company 
(Which was merged into Ohio Power Company 
effective December 31, 2011) and Ohio Power 
Company.  

 
CAM REQUIREMENTS The required complaint log is incorporated in 

this manual by reference and, as such, is 
part of this manual.  
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SUMMARY The corporate separation rules adopted by the 
Public Utilities Commission of Ohio (PUCO) 
require Columbus Southern Power Company 
(Which was merged into Ohio Power Company 
effective December 31, 2011), or any 
successor electric utility company operating 
in the state of Ohio, to incorporate a copy 
of the minutes of each of their board of 
directors meetings in their Cost Allocation 
Manual (CAM).   

 
COPIES The required minutes are incorporated in this 

manual by reference. 
 

04-06-02 
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SUMMARY    4901:1-37-08(D)(9) of the PUCO’s corporate 
separation rules require electric utilities 
to incorporate their minutes of each board of 
directors meeting in their Cost Allocation 
Manual (CAM) as a structural safeguard for a 
minimum period of three years. 

 
RESPONSIBILITY   AEP’s Legal Department maintains the required 

minutes as described in the corporate 
separation plans filed by Columbus Southern 
Power Company (Which was merged into Ohio 
Power Company effective December 31, 2011) 
and Ohio Power Company.  

 
CAM REQUIREMENTS  The required minutes are incorporated in this 

manual by reference and, as such, are part of 
this manual.  

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 255 of 1829



Document 
Number 

 
Cost Allocation 
Manual 

Date 
     January 8, 2013 

Page 
 1 

    
  
   

Section  
 
Tariff Provisions 
Subject 
 
Overview 

 

 
             

 

04-07-01 

SUMMARY    The corporate separation rules adopted by the 
Public Utilities Commission of Ohio requires 
Ohio Power Company to establish a procedure 
detailing each instance in which the electric 
utility exercised discretion in the 
application of its tariff provisions. 

 
TARIFF DISCRETION LOG  A log detailing each instance when the 

electric utility exercised discretion in 
application of its tariff provisions must be 
maintained as part of the electric utility’s 
Cost Allocation Manual. 
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04-07-02 

SUMMARY    4901:1-37-08 (D) (7) of the Public Utilities 
Commission of Ohio’s (the PUCO’s) corporate 
separation rules require the electric 
utilities, as defined in the rules, to 
establish a procedure detailing each instance 
in which the electric utility exercised 
discretion in the application of its tariff 
provisions and a log of such instances to be 
included in its CAM. 

 
RESPONSIBILITY   AEP Ohio’s VP of Regulatory and Finance 

maintains the required procedure and related 
Tariff Discretion Log. 

 
CAM REQUIREMENTS  The required log is incorporated in this 

manual by reference and, as such, is part of 
this manual. 
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99-00-01 

SUMMARY     This appendix contains tables and other     
supplementary information that can be used 
for reference purposes. 

  
GLOSSARY OF KEY   A glossary of key terms and acronyms is 
TERMS     provided to assist the reader. 
 
            99-00-02 
 
RECORD RETENTION   A summary of the record retention  
REQUIREMENTS    requirements prescribed by AEP’s various 

commissions for transactions with 
affiliates is maintained as part of this 
manual. 

 
            99-00-03 
 
LIST OF APPROVED   An Allocation Factor defines the factor(s) 
ALLOCATION FACTORS   that will be used to derive the percentages 

of cost to be billed to each company 
whenever costs are shared among AEP System 
companies through the billing process. 

 
      A list of approved Allocation Factors is 

maintained as part of this manual. 
 
            99-00-04 
 
LIST OF PRIMARY    Allocation Factors are assigned to final  
ALLOCATION FACTORS BY  cost objectives generally based on the   
FUNCTION     nature (i.e., function) of the work 

performed.   
 

A list of the primary Allocation Factors 
for each function is maintained as part of 
this manual. 

 
            99-00-05 
 
LIST OF AFFILIATE    AEP’s regulated utilities have entered into 
CONTRACTS BY COMPANY      various agreements with their affiliates.  

TAB 04, Section 02 of this manual contains  
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99-00-01 

LIST OF AFFILIATE    a description of each contract. 
CONTRACTS BY COMPANY   
(Cont’d)     A list of the various contracts with each 

regulated utility is maintained as part of 
this manual. 

  
            99-00-06  
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99-00-02 

SUMMARY This glossary provides definitions for key 
terms and abbreviations used in this manual. 
Unless the context in which the terms and 
abbreviations as used in this manual clearly 
indicate a different meaning as indicated in 
this glossary. 

 
 
AEP American Electric Power Company, Inc. 
 
AEPSC   American Electric Power Service Corporation 
 
AEP holding company American Electric Power Company, Inc. (parent  
system holding company) together with all of its 

subsidiaries. 
 
AEP System  The electric utility companies, subsidiaries 

of American Electric Power Company, Inc. 
together with their subsidiary coal-mining 
and power generating companies as well as 
AEPSC.  

 
Affiliates While each regulatory commission has its own 

unique definition of the term “affiliates,” 
as used in this manual the term generally 
includes American Electric Power Company, 
Inc. and all companies that are owned or 
controlled by American Electric Power 
Company, Inc. 

 
Affiliate transactions Transactions between or among affiliates for 

the sale and purchase of products, services  
and capital assets.  

 
Allocation Factors The cost allocation methods, factors and 

percentages used in the billing process to 
allocate costs among AEP companies. 
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Chartfields   The distinctive fields used to affix codes to  
(or coding blocks)  transaction records generally for the purpose 

of identification, classification and 
retrieval. 

 
Common costs Costs that benefit both regulated and non-

regulated products and services.  Also see, 
Joint costs. 

 
Cost allocator The method or ratio used to apportion cost.  

A cost allocator can be based on the origin 
of costs, as in the case of cost drivers; 
cost-causative linkage of an indirect nature; 
or one or more overall factors (also known as 
general allocators).  

 
Cost driver A measurable event or quantity which 

influences the level of cost incurred and 
which can be directly traced to the origin of 
the costs themselves. 

 
Primary cost driver    The dominant driver of a given cost or cost 

pool. 
   

 
Cross-subsidy The amount of cost recovered from one class 

of customers or business unit that is 
attributable to another. 

 
Direct costs Costs that can be identified specifically 

with a given cost objective. 
 
FERC Federal Energy Regulatory Commission.  
 
Fully-allocated costs  Direct costs plus an appropriate share of  
(or fully-distributed indirect costs attributed to a given cost 
costs)  objective. 
 
General allocator See Cost allocator. 
 
Indirect costs Costs that cannot be identified specifically 
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with a given cost objective.  Indirect costs 
include, but are not limited to overhead 
costs, and some taxes. 

 
Joint costs Costs that benefit two or more cost 

objectives.   
 
Non-regulated  Activities which produce products or services 
operations that are not subject to price regulation by 

regulatory authorities. 
 
Regulated operations Activities which produce products or services 

that are subject to price regulation by 
government authorities. 

 
SEC Securities and Exchange Commission. 
 
Shareable costs Costs that are billable to two or more 

companies (affiliated and non-affiliated) by 
mutual agreement using fixed or variable 
percentages. 

 
Transfer pricing The price or method used to transfer (or bill 

for) products or services delivered by one 
division of a company to another division, or 
by one affiliate to another affiliate.  
Transfer pricing also pertains to asset 
transfers and sales. 

USoA The Uniform System of Accounts adopted by 
each regulatory commission (usually the 
Uniform System of Accounts prescribed by the 
FERC for public utilities and licensees 
subject to the provisions of the Federal 

 Power Act). 
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SUMMARY     Some of AEP’s commissions have prescribed 
minimum record retention requirements for 
those records that are specifically related 
to transactions with certain affiliates. 

 
ARKANSAS     Arkansas Rule 4.04 requires an electric 

utility to maintain a record of all 
transactions with its competitive 
affiliates for at least three years 
following the date of each transaction. 

 
 Arkansas requirements can be found in 
Arkansas Public Service Commission Order 7 
of Docket 06-112-R, dated May 25, 2007. 

 
LOUISIANA     As prescribed in the Louisiana Merger 

Stipulation Appendix A – Affiliate 
Transaction Conditions 13, SWEPCO or AEPSC 
on behalf of SWEPCO may not make any non-
emergency procurement in excess of $1 
million per transaction from an unregulated 
affiliate other than from AEPSC except 
through a competitive bidding process or as 
otherwise authorized by this Commission. 
Transactions involving the Company and CSW 
Credit, Inc. (or its successor) for the 
financing of accounts receivables are 
exempt from this condition. Records of all 
such affiliate transactions must be 
maintained until the Company’s next 
comprehensive retail review. In addition, 
at the time of the next comprehensive rate 
review, all such affiliate transactions 
that were not competitively bid shall be 
separately identified for the Commission by 
the Company. This identification shall 
include all transactions between the 
Company and AEPSC in which AEPSC acquired 
the goods or services from another 
unregulated affiliate. 

 
OHIO      The corporate separation rules adopted by 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 263 of 1829



Document 
Number 

 
Cost Allocation 
Manual 

Date 
     July 13, 2009 

Page 
 2 

    
  
   

Section  
 
Appendix 
Subject 
 
RECORD RETENTION REQUIREMENTS 

 
 

 
             

99-00-03 

the Public Utilities Commission of Ohio 
(PUCO) contain a minimum retention period 
of three years for all information relative 
to transactions between the electric    
utility and its affiliates [4901:1-37-
08(G]. 

 
As prescribed by the PUCO, all of AEP’s 
Ohio-based electric utilities and their 
affiliates shall maintain all underlying 
affiliate transaction information for a 
minimum of five years. 
 

OKLAHOMA     The Oklahoma Corporation Commission rules 
require utility to keep records in the form 
and for a period of time not less than that 
specified by the applicable rules of FERC 
or the RUS; or in the absence thereof, for 
two (2) years. [Chapter 165:35-1-4(a)]. 

 
TEXAS     The code of conduct rules adopted by the 

Public Utility Commission of Texas require 
the utility to maintain a contemporaneous 
written record of all transactions with its 
competitive affiliates, except those 
involving corporate support services (as 
defined in the rules) and those 
transactions governed by tariff.  Such 
records shall be maintained by the utility 
for three years [§25.272(e)(1)].  

 
 The same three-year minimum retention period 
also applies to the records that are 
required to be maintained in connection 
with any discounts, rebates, fee waivers, 
or alternative tariff terms and conditions 
offered or granted by the utility to its 
competitive affiliates for any product or 
service.  In addition, the utility is 
required to make such records available for 
third party review within 72 hours of a  

TEXAS (Cont’d)    written request, or at a time mutually 
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agreeable to the utility and the third 
party [§25.272(f)(2)]. 

 
    A competitive affiliate is an affiliate that 

provides services or sells products in a 
competitive energy-related market in Texas, 
including telecommunications services; to 
the extent those services are energy-
related. 
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SUMMARY      The following table provides a complete list of approved 
Allocation Factors along with a description of the numerator 
and the denominator applicable to each calculation. 

  _________________________________________________________________________________ 
 

NO. ALLOCATION 
FACTORS 

NUMERATOR/DENOMINATOR UPDATED  

 
01 
 

Number of Bank 
Accounts 

Number of Bank Accounts by Company 
Total Number of Bank Accounts 

 
Inactive   

 
02 

 
Number of Call 
Center Telephones 

 
Number of Call Center Phone Calls Per Company 
Total Number of Call Center Telephones 

 
Inactive 

 
03 

 
Number of Cell 
Phones/Pagers 

 
Number of Cell Phones/Pagers Per Company 
Total Number of Cell Phones/Pagers 

 
Quarterly 

 
04 

 
Number of Checks 
Printed 

 
Number of Checks Printed Per Company Per Month 
Total Number of Checks Printed Per Month 

 
Inactive 

 
05 

 
Number of CIS 
Customer Mailings 

 
Number of Customer Information System (CIS)  
Customer Mailings Per Company 
Total Number of CIS Customer Mailings 

 
Monthly 
 

 
06 

 
Number of 
Commercial 
Customers 

 
Number of Commercial Customers Per Company 
Total Number of Commercial Customers 

 
Semi-
Annually 

 
07 

 
Number of 
Credit Cards  

 
Number of Credit Cards Per Company 
Total Number of Credit Cards Number of Commercial  

 
Inactive  

 
08 

 
Number of 
Electric Retail 
Customers 

 
Number of Electric Retail Customers Per Company 
Total Number of Electric Retail Customers 

 
Semi-
Annually 

 
09 

 
Number of 
Employees 

 
Number of Full-Time and Part-Time Employees Per Company 
Total Number of Full-Time and Part-Time Employees 

 
Monthly 

 
10 

 
Number of 
Generating Plant 
Employees 

 
Number of Generating Plant Employees Per Company 
Total Number of Generating Plant Employees 

 
Inactive 

 
11 

 
Number of General 
Ledger(GL) 
Transactions 

 
Number of GL Transactions Per Company 
Total Number of GL Transactions 

 
Monthly 

 
12 

 
Number of Help 
Desk Calls 

 
Number of Help Desk Calls Per Company 
Total Number of Help Desk Calls 

 
Monthly 

 
13 

 
Number of 
Industrial 
Customers 

 
Number of Industrial Customers Per Company 
Total Number of Industrial Customers 

 
Semi-
Annually 
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14 

 
Number of JCA 
Transactions 

 
Number of Lines of Accounting Distribution on  
Job Cost Accounting (JCA) Sub-System Per Company 
Total Number of Lines of Accounting Distribution  
on JCA Sub-System 

 
 
Inactive  

 
15 

 
Number of Non-
UMWA Employees 

 
Number of Non-UMWA or All Non-Union Employees Per Company 
Total Number of Non-UMWA or All Non-Union Employees 

 
 
Monthly 

 
16 

 
Number of Phone 
Center Calls 

 
Number of Phone Calls Per Phone Center Per Company 
Total Number of Phone Center Phone Calls 

 
Monthly 

 
17 

 
Number of 
Purchase Orders 
Written 

 
Number of Purchase Orders Written Per Company 
Total Number of Purchase Orders Written 

 
Monthly 

 
18 

 
Number of Radios 
(Base/Mobile/Han
dheld) 

 
Number of Radios (Base/Mobile/Handheld) Per Company 
Total Number of Radios (Base/Mobile/ Handheld) 

 
Semi-
Annually 

 
19 

 
Number of 
Railcars 

 
Number of Railcars Per Company 
Total Number of Railcars 

 
Annually 

 
20 

 
Number of 
Remittance Items 

 
Number of Electric Bill Payments Processed  
Per Company Per Month (non-lockbox) 
Total Number of Electric Bill Payments Processed Per Month 
(non-lockbox) 

 
 
Monthly 

 
21 

 
Number of Remote 
Terminal Units 

 
Number of Remote Terminal Units Per Company 
Total Number of Remote Terminal Units 

 
Annually 
 

 
22 

 
Number of Rented 
Water Heaters 

 
Number of Rented Water Heaters Per Company 
Total Number of Rented Water Heaters 

 
Inactive  

 
23 

 
Number of 
Residential 
Customers 

 
Number of Residential Customers Per Company 
Total Number of Residential Customers 

 
Semi-
Annually 

 
24 

 
Number of 
Routers 

 
Number or Routers Per Company 
Total Number of Routers 

 
Inactive 

 
25 

 
Number of 
Servers 

 
Number of Servers Per Company 
Total Number of Servers 

 
Inactive 

 
26 

 
Number of Stores 
Transactions 

 
Number of Stores Transactions Per Company 
Total Number of Stores Transactions 

 
Monthly 

 
27 

 
Number of 
Telephones 

 
Number of Telephones Per Company (Includes all phone lines) 
Total Number of Telephones (Includes all phone lines) 

 
 
Semi-
Annually 
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28 

 
Number of 
Transmission 
Pole Miles 

 
Number of Transmission Pole Miles Per Company 
Total Number of Transmission Pole Miles 
 

 
Annually 

 
29 

 
Number of 
Transtext 
Customers 

 
Number of Expected Transtext Customers Per Company  
Total Number of Expected Transtext Customers 

 
Inactive  

 
30 

 
Number of Travel 
Transactions 

 
Number of Travel Transactions Per Company Per Month  
Total Number of Travel Transactions Per Month 

 
Monthly 
 
 

 
31 

 
Number of 
Vehicles 

 
Number of Vehicles Per Company Includes Fleet and Pool Cars)  
Total Number of Vehicles Per Company (Includes Fleet and Pool 
Cars) 

 
 
Annually 
 
 

 
32 

 
Number of Vendor 
Invoice Payments 

 
Number of Vendor Invoice Payments Per Company Per Month  
Total Number of Vendor Invoice Payments Per Month 

 
Monthly 
 

 
33 

 
Number of 
Workstations 

 
Number of Workstations (PCs) Per Company 
Total Number of Workstations (PCs) 

 
Quarterly 

 
34 

 
Active Owned or 
Leased 
Communication 
Channels 

 
Number of Active Owned/Leased Communication Channels Per Company 
Total Number of Active Owned/Leased Communication Channels 

 
 
Inactive 

 
35 

 
Avg Peak Load 
For Past Three 
Years 

 
Average Peak Load for Past Three Years Per Company  
Total of Average Peak Load for Past Three Years 

 
Inactive 

 
36 

 
Coal Company 
Combination 

 
The Sum of Each Coal Company’s Gross Payroll, Original Cost of 
Fixed Assets, Original Cost of Leased Assets, and Gross 
Revenues for Last Twelve Months 
The Sum of the Same Factors for All Coal Companies 

 
 
Inactive 

 
37 

 
AEPSC Past 3 
Months Total 
Bill Dollars 

 
AEPSC Past Three Months Total Bill Dollars Per Company 
Total AEPSC Past Three Months Bill Dollars 

 
Monthly 

 
38 

 
AEPSC Prior 
Month Total Bill 
Dollars 

 
Total Bill Dollars AEPSC Prior Month Per Company  
AEPSC Total Prior Month Bill Dollars 

 
Monthly 

 
39 

 
Direct 

 
100% to One Company 

 
Monthly 

 
40 

 
Equal Share 
Ratio 

 
One Company (1)              _ 
Total Number of Companies 

 
Monthly 
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41 

 
Fossil Plant 
Combination 

 
The Sum of (a) the Percentage Derived by Dividing the Total 
Megawatt Capability of All Fossil Generating Plants Per 
Company by the Total Megawatt Capability of All Fossil 
Generating Plants and (b) the Percentage Derived by Dividing 
the Total Scheduled Maintenance Outages of All Fossil 
Generating Plants Per Company for the Last Three Years by the 
total Scheduled Maintenance of All Fossil Generating Plants 
During the Same Three Years 
Two (2) 

 
 
 
 
 
Inactive  
 
 

 
42 

 
Functional 
Department’s 
Past 3 Months 
Total Bill 
Dollars 

 
Functional Department’s Past 3 Months Total Bill Dollars Per 
Company________________________________     
Total Functional Department’s Past 3 Months Total Bill Dollars 

 
 
Inactive 

 
43 

 
KWH Sales 

 
KWH Sales Per Company 
Total KWH Sales 
 

 
Annually 

 
44 
 
 
 
 

 
Level of 
Construction – 
Distribution 
 
 
 

 
Construction Expenditures for All Distribution Plant Accounts 
Except Land and Land Rights, Services, Meters and Leased 
Property on Customers Premises, and Exclusive of Construction 
Expenditures Accumulated on Direct Work Orders for Which 
Charges by AEPSC Are Being Made Separately, Per Company/During 
the Last Twelve Months  
Total of the Same for All Companies 
 

 
 
 
Semi-
Annually 
 
 

 
45 

 
Level of 
Construction -
Production 

 
Construction Expenditures for All Production Plant Accounts 
Except Land and Land Rights, Nuclear Accounts, and Exclusive 
of Construction Expenditures Accumulated on Direct Work Orders 
for Which Charges by AEPSC are Being Made Separately, Per 
Company During the Last Twelve Months______________________ 
Total of the Same for All Companies 

 
 
 
Semi-
Annually 

 
46 

 
Level of 
Construction – 
Transmission 

 
Construction Expenditures for All Transmission Plant Accounts 
Except Land and Land Rights and Exclusive of Construction 
Expenditures Accumulated on Direct Work Orders for Which 
Charges by AEPSC are Being Made Separately, Per Company During 
the Last Three Months  
Total of the Same for All Companies 

 
 
 
Quarterly 
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47 

 
Level of 
Construction – 
Total 

 
Construction Expenditures for All Plant Accounts Except Land 
and Land Rights, Line Transformers Services, Meters and Leased 
Property on Customers’ premises; and the Following General 
Plant Accounts:  Structures and Improvements, Shop Equipment, 
Laboratory Equipment and Communication Equipment; and 
Exclusive of Construction Expenditures Accumulated on Direct 
Work Orders for Which Charges by AEPSC are Being Made 
Separately, Per Company During the Last Twelve Months 
Total of the Same for All Companies 

 
 
 
 
Inactive 

 
48 

 
MW Generating 
Capability 

 
MW Generating Capability Per Company 
Total MW Generating Capability 

 
Annually 

 
49 

 
MWH’s Generated 

 
Number of MWH’s Generated Per Company 
Total Number of MWH’s Generated 

 
Semi-
Annually 

 
50 

 
Current Year 
Budgeted Salary 
Dollars 

 
Current Year Budgeted AEPSC Payroll  
Dollars Billed Per Company 
Total Current Year Budgeted AEPSC Payroll Dollars Billed 

 
 
Inactive 

 
51 

 
Past 3 Mo. 
MMBTU’s Burned 
(All Fuel Types) 

 
Past Three Months MMBTU’s Burned Per  
Company (All Fuel Types)______________    
Total Past Three Months MMBTU’s Burned (All Fuel Types) 

 
 
Quarterly 

 
52 

 
Past 3 Mo. 
MMBTU’s Burned 
(Coal Only) 

 
Past Three Months MMBTU’s Burned Per Company (Coal Only) 
Total Past Three Months MMBTU’s Burned (Coal Only) 

 
 
Quarterly 
 
 

 
53 

 
Past 3 Mo. 
MMBTU’s Burned 
(Gas Type Only) 

 
Past Three Months MMBTU’s Burned Per Company (Gas Type Only) 
Total Past Three Months MMBTU’s Burned (Gas Type Only) 

 
 
Quarterly 
 
 

 
54 

 
Past 3 Mo. 
MMBTU’s Burned 
(Oil Type Only) 

 
Past Three Months MMBTU’s Burned Per Company (Oil Type Only) 
Total Past Three Months MMBTU’s Burned (Oil Type Only) 

 
 
Inactive 

 
55 

 
Past 3 Mo. 
MMBTU’s Burned 
(Solid Fuels 
Only) 

 
Past Three Months MMBTU’s Burned Per Company (Solid Fuels Only 
Total Past Three Months MMBTU’s Burned (Solid Fuels Only) 

 
 
Quarterly 
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56 

 
Peak Load/Avg # 
Cust/KWH Sales 
Combination 

 
Average of Peak Load, # of Retail Customers, and  
KWH Sales to Retail Customers Per Company 
Total of Average of Peak Load, # of Retail Customers, and KWH 
Sales to Retail Customers 

 
 
Inactive 

 
57 

 
Tons of Fuel 
Acquired 

 
Number of Tons of Fuel Acquired Per Company      
Total Number of Tons of Fuel Acquired 

 
Semi-
Annually 

 
58 

 
Total Assets 

 
Total Assets Amount Per Company 
Total Assets Amount 

 
Quarterly 

 
59 

 
Total Assets 
Less Nuclear 
Plant 

 
Total Assets Amount Less Nuclear Assets Per Company  
Total Assets Amount Less Nuclear Assets 

 
Quarterly 

 
60 

 
Total AEPSC Bill 
Dollars Less 
Interest and/or 
Income Taxes 
and/or Other 
Indirect Costs 

 
Total AEPSC Bill Dollars Less Interest and/or  
Income Taxes and/or Other Indirect Costs Per Company 
Total AEPSC Bill Dollars Less Interest and/or Income Taxes 
and/or Other Indirect Costs 

 
 
Annually 

 
61 

 
Total Fixed 
Assets 

 
Total Fixed Assets Amount Per Company 
Total Fixed Assets Amount 

 
Quarterly 

 
62 

 
Total Gross 
Revenue 

 
Total Gross Revenue Last Twelve Months Per Company  
Total Gross Revenue Last Twelve Months 

 
Inactive 

 
63 

 
Total Gross 
Utility  
Plant (Including 
CWIP) 

 
Total Gross Utility Plant Amount  
Per Company (Including CWIP) 
Total Gross Utility Plant Amount (Including CWIP) 

 
Quarterly 

 
64 

 
Total Peak Load  

 
Total Peak Load Per Company 
Total Peak Load  

 
Monthly 

 
65 

 
Hydro MW 
Generating  
Capability 

 
Hydro MW Generating Capability per Company 
Total Hydro MW Generating Capability 

 
Annually 

 
66 

 
Number of Forest 
Acres 

 
Number of Forest Acres Per Company 
Total Number of Forest Acres 

 
Annually 

 
67 

 
Number of 
Banking 
Transactions 

 
Number of Banking Transactions Per Company 
Total Number of Banking Transactions 

 
Quarterly  
 
 

 
68 

 
Number of Dams 

 
Number of Dams Per Company 
Total Number of Dams 

 
Inactive 
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69 

 
Number of 
Licenses 
Obtained 

 
Number of Licenses Obtained per Company  
Total Number of Licenses 

 
Inactive 

 
70 

 
Number of Non-
Electric OAR 
Invoices 

 
Number of Non-Electric OAR Invoices Per Company 
Total Number of Non-Electric OAR Invoices 

 
Semi-
Annually 

 
71 

 
Number of 
Transformer 
Transactions 

 
Number of Transformer Transactions Per Company 
Total Number of Transformer Transactions 

   
Monthly 

 
72 

 
Tons of FGD 
Material 

 
Tons of FGD Material Per Company 
Total Tons of FGD Material 

 
Semi-
Annually 

 
73 

 
Tons of 
Limestone 
Received  

 
Tons of Limestone Received Per Company 
Total Tons of Limestone Received 

 
Semi-
Annually 

 
74 

 
Total 
Assets/Total 
Revenues/Total 
Payroll 

 
Total Assets + Total Revenues + Total Payroll Per Company 
Total Assets + Total Revenues + Total Payroll 

 
Inactive 

 
75 

 
Total Leased 
Assets 

 
Total Leased Assets Per Company 
Total Leased Assets 

 
Inactive 

76 Number of 
Banking 
Transactions 

Number of Banking Transactions by Company 
Total Number of Banking Transactions 

Inactive 

77 Power 
Transactions to 
All Markets 

Power Transactions by Company 
Total Number of Power Transactions 

Monthly 

78 Power 
Transactions to 
ERCOT Market 

Power Transactions to ERCOT Market by Company 
Total Number of Power Transactions to ERCOT Market 

Monthly 

79 Trans (commdts) 
to All Markets 

Trans (commdts) to all Markets by Company 
Total Number of Trans (commdts) to all Markets  

Monthly 

80 Trans (commdts) 
to ERCOT Market 

Trans (commdts) to ERCOT Markets by Company 
Total Number of Trans (commdts) to ERCOT Markets 

Monthly 
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 SUMMARY     The following table identifies the primary 
Allocation Factors that are associated with 
the listed functions. 

 
GROUP/FUNCTION PRIMARY ALLOCATION FACTORS 

Audit Services  Total Assets, 100% to One Company, 
Number of Employees, AEPSC Past 3 
Months Total Bill 

Chief Administrative 
Officer Administration 

Total Assets, 100% to One Company, 
Level of Construction – Transmission 

Chief Executive Officer 
Administration 

Total Assets, 100% to One Company, 
AEPSC Past 3 Months Total Bill 

Chief Financial Officer 
Administration 

Total Assets, 100% to One Company, 
AEPSC Past 3 Months Total Bill 

Chief Operating Officer 
Administration 

Total Assets,100% to One Company, Level 
of Construction – Distribution 

Commercial Operations Total Peak Load, MWH’s Generation, 100% 
to One Company 

Corporate Accounting Total Assets, 100% to One Company, 
Number of GL Transactions 

Corporate Communications  Number of Employees, Total Assets, 
AEPSC Past 3 Months Total Bill 

Corporate Human Resources Number of Employees, 100% to One 
Company, Total Assets 

Corporate Planning and 
Budgeting 

Total Assets, Number of Electric Retail 
Customers, MW Generating Capacity 

Customer & Dist Services  100% to One Company, Number of Electric 
Retail Customers, Number of CIS 
Customer Mailings, Number of Phone 
Center Calls 

Electric Transmission Texas 100% to One Company, Level of 
Construction – Transmission, Past 3 
Months Total Bill 

Environment and Safety 100% to One Company, MW Generating 
Capability, Total Assets,  Number of 
Employees 

Ethics and Compliance Number of Employees, AEPSC Bill less 
Indir & Int, Past 3 Months Total Bill 

Federal Affairs Total Assets, 100% to One Company, 
Number of Electric Retail Customers 

Fossil & Hydro Generation 100% to One Company, Total Assets,    
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GROUP/FUNCTION PRIMARY ALLOCATION FACTORS 
MW Generating Capability, MWH’s 
Generation 

Fuel, Emissions & Logistics  Tons of Fuel Acquired, 100% to One 
Company, MMBTU’s Burned (Coal) 

Generation Administration MW Generating Capability, Level of 
Construction-Production, 100% to One 
Company 

Generation Business 
Services  

MW Generating Capability, Level of 
Construction-Production, 100% to One 
Company 

Generation Engineering and 
Technical Services - 
Engineering Project Field 
Services  

100% to One Company, MW Generating 
Capability, Level of Construction-
Production 

Information Technology  
 

100% to One Company, Total Assets, Peak 
Load, Number of Electric Retail 
Customers, Number of Employees 

Legal GC/Administration  Total Assets, 100% to One Company, 
Total Fixed Assets 

Real Estate & Workplace 
Services 

100% to One Company, Number of Trans 
Pole Miles, Total Assets 

Regulatory Services  Total Assets, Total Fixed Assets, 
Number of Trans Pole Miles, 100% to One 
Company 

Risk and Strategic 
Initiatives 

Total Fixed Assets, Total Assets, AEPSC 
Past 3 Months Total Bill, 100% to One 
Company  

Security, Aviation & 
Procurement 

Number of Employees, 100% to One 
Company 

Shared Services  Past 3 Months Total Bill, Total Assets, 
Total Fixed Assets 

Supply Chain & Fleet 
Operations 

100% to One Company. Total Assets, 
Number of Purchase Orders 

Transmission Administration Total Assets, Level of Construction-
Transmission, Number of Transmission 
Pole Miles 

Transmission Engineering 
and Project Services 

100% to One Company, Level of 
Construction-Transmission, Total Assets 

Transmission Projects AEPSC Past 3 Months Bill 
Transmission Region Level of Construction-Transmission, 
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GROUP/FUNCTION PRIMARY ALLOCATION FACTORS 
Operations 
 

Number of Transmission Pole Miles, 100% 
to One Company 

Transmission Reliability 
Compliance 

Number of Transmission Pole Miles, 
Total Assets, 100% to One Company 

Transmission Strategy, 
Planning, & Business 
Development 

Level of Construction-Transmission, 
Number of Transmission Pole Miles, 100% 
to One Company 

Transmission Trans Co and 
Joint Venture Projects 

AEPSC Past 3 Months Bill 

Transource Energy 100% to One Company, Level of 
Construction – Transmission, Number of 
Trans Pole Miles 

Treasury  Total Assets, AEPSC Past 3 Months Total 
Bill, 100% to One Company 
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SUMMARY The following table is a listing of the 
affiliate contracts with each electric 
utility in the AEP System. 

______________________________________________________________________ 
 
COMPANY NAME DATE CONTRACT 
AEP Texas 
Central 
Company 
(Formerly 
Central 
Power and 
Light) 

04/26/85 
 
07/01/93 
08/03/95 
 
06/01/96 
 
 
01/01/97 
07/29/97 
 
11/17/97 
 
 
 
 
03/26/99 
 
 
03/30/99 
 
06/01/99 
07/08/99 
 
 
 
 
10/29/99 
06/15/00 
 
 
06/15/00 
 
06/16/00 
 
 

Oklaunion Unit No. 1 Construction ownership 
and Operating Agreement 
Rail Car Lease Agreement(West) 
East HVDC Interconnection Facilities Use and 
Maintenance Agreement 
General Pole Attachment Agreement between 
CP&L and C3 Communications (formerly CSW 
Communications, Inc.) 
CSW Operating Agreement 
Rail Car Maintenance Facility Agreement 
(West) 
Amended and restated South Texas Project 
participation agreement between City of San 
Antonio, CP&L, Houston Lighting and Power 
Co., City of Austin & STP Nuclear Operating 
Company (as Operator) 
Electric Service Contract between Frontera 
General Limited Partners and Central Power 
and Light. 
Interconnection Agreement Between CP&L and 
Frontera Generation Limited 
CSW System General Agreement 
Memorandum of Understanding (West) Between C3 
Communications Inc and Public Service Company 
of Oklahoma, Southwestern Electric Power 
Company, Central Power and Light, and West 
Texas Utilities 
Transmission Coordination Agreement (West) 
AEP Co. Inc. and its Consolidated Affiliated 
Tax Agreement regarding methods of allocated 
Consolidated Income Tax 
AEPSC Service Agreement with Central Power 
and Light 
Amended and Restated Purchase Agreement 
Between CSW Credit, Inc. and Affiliate (West) 
Companies 
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COMPANY NAME DATE CONTRACT 
12/18/02 
12/09/04 
 
01/01/05 
12/01/09 

AEP System Utility Money Pool Agreement 
AEP System Amended and Restated Utility Money 
Pool Agreement 
AEP System Tax Agreement 
AEP System Transmission Center Agreement 

AEP Texas 
North 
Company 
(Formerly 
West Texas 
Utilities) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

04/26/85 
 
09/14/88 
 
07/01/93 
07/01/96 
 
 
01/01/97 
06/04/97 
 
 
 
12/22/97 
 
06/01/99 
07/08/99 
 
 
 
10/29/99 
 
06/15/00 
 
 
 
06/15/00 
 
06/16/00 
 
 
 
06/26/01 
 
10/30/01 
12/18/02 

Oklaunion Union No 1 Construction, Ownership 
and Operating Agreement 
Oklaunion HVDC Project Construction, 
Ownership and Operating Agreement 
Rail Car Lease Agreement(West) 
Pole Attachment License Agreement (West) 
between West Texas and C3 Communications 
(Formerly CSW Communications) 
CSW Operating Agreement 
Abilene/San Angelo Fiber System Agreement 
between C3 Communications (Formerly CSW 
Communications) and West Texas Utilities 
Company 
Energy Conservation Measure Utility/Energy 
 Service Company Agency Agreement 
CSW System General Agreement 
Memorandum of understanding (West)between C3 
Communications, Inc. and Public Service of 
Oklahoma, Southwestern Electric, Central 
Power and Light and West Texas 
Transmission Coordination Agreement (West) 
 Regulated Companies 
American Electric Power Company, Inc. and 
it’s Consolidated Affiliated Tax Agreement 
regarding methods of allocated consolidated 
Income Tax 
AEPSC Service Agreement with West Texas 
Utilities Company 
Amended and Restated Purchase Agreement 
between CSW Credit, Inc. and Affiliate (West) 
Companies 
 
Interconnection Agreement (ERCOT Generation) 
between AEPTN & PSO 
Construction Agreement/Trent Wind Farm LP 
AEP System Utility Money Pool Agreement 
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COMPANY NAME DATE CONTRACT 
11/16/04 
 
12/09/04 
 
01/01/05 
 
 
 
05/25/07 
 
 
12/01/09 

Interconnection Agreement Between AEP Texas 
North and PSO 
AEP System Amended and Restated Utility Money 
Pool Agreement 
American Electric Power Company, Inc. and 
it’s Consolidated Affiliated Tax Agreement 
regarding methods of allocated consolidated 
Income Tax 
Power Purchase and Sale Agreement between AEP 
Texas North and AEP Energy Partners (fna CSW 
Power Marketing Inc.)  
AEP System Transmission Center Agreement 

Appalachian 
Power 
Company 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

08/11/41 
 
09/14/48 
 
11/25/70 
 
07/29/73 
12/01/76 
03/01/78 
 
06/01/78 
01/01/79 
09/15/80 
 
10/03/83 
 
 
04/01/84 
05/01/86 
04/27/87 
07/30/87 
06/21/96 
 
12/31/96 
 
03/06/97 
 
01/01/98 
 

Land Purchase Contract between APCo and the 
Franklin Real Estate Company 
Coal Supply Agreement Between APCo and 
Central Appalachian Coal 
Purchase Agreement between APCO and Indiana 
Franklin Realty Inc. 
Appalachian Power & Ohio Power (Amos Plant) 
Indenture Between APCo and Cedar Coal 
Indenture Between APCo and Southern  
Appalachian Coal Company 
Racine Hydro Operating Agreement 
Central Machine Shop Agreement 
Putnam Coal Transfer Agreement between APCo 
and OPCo 
Agreement Between Appalachian Power Company 
and AEP Pro Service (Formerly AEP Energy 
Services 
Transmission Agreement 
Barge Transportation Agreement and Appendix A 
Interconnection Agreement 
Mutual Assistance Agreement 
AEP Modifications No. 1 AEP System Interim 
Allowance Agreement 
Affiliated Transactions Agreement (East 
Companies) 
Agreement Between Appalachian Power Company 
and AEP Energy Services Inc. 
Master Site Agreement (East) with AEP 
Operating Companies and AEP Communications 
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COMPANY NAME DATE CONTRACT 
 
 
 
 
 

 
01/01/98 
 
02/12/98 
 
03/01/98 
 
 
03/04/98 
 
06/15/00 
 
06/15/00 
 
 
06/16/00 
 
12/18/02 
05/04/04 
08/25/04 
 
 
08/25/04 
 
12/09/04 
 
01/01/05 
 
 
03/22/06 
 
 
03/22/06 
 
 
07/01/06 
 
11/16/07 
 
01/30/08 
 

LLC 
Appalachian Power Company and Ohio Power 
Company (Sporn Plant) 
Fiber Optic Agreement (East) with AEP 
Communications 
Pole Attachment License Agreement (EAST) 
between AEP Operating Companies and AEP   
 Communications LLC 
Agreement between AEP Communications LLC and 
Appalachian Power Company 
AEPSC Service Agreement with Appalachian 
Power Company  
American Electric Power and it’s consolidated 
Affiliated Tax Agreements regarding methods 
of allocating consolidated income taxes 
Purchase Agreement Between CSW Credit and 
it’s affiliate client companies 
AEP System Utility Money Pool Agreement 
Arrangement for the use of the Amos Simulator 
Third Amended and Restated Purchase Agreement 
between AEP Credit and Appalachian Power 
Company 
Third Amended and Restated Agency Agreement 
between AEP Credit and Appalachian Power 
AEP System Amended and Restated Utility Money 
Pool Agreement 
AEP Co, Inc. and its Consolidated Affiliate 
Tax agreement regarding methods of Allocating 
Consolidated Income Taxes. 
Amendment No. 1 to the Third Amended and 
Restated Purchase Agreement between AEP 
Credit and Appalachian Power 
Amendment No. 1 to the Third Amended and 
Restated Agency Agreement between AEP Credit 
and Appalachian Power 
Amendment No. 1 and Consent to AEP System 
Rail Car Use Agreement 
Gypsum And Purge Stream Waste Disposal 
Agreement 
Amendment No. 2 to the Third Amended and 
Restated Purchase Agreement between AEP 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 279 of 1829



COMPANY NAME DATE CONTRACT 
 
01/30/08 
 
 
05/15/08 
 
02/12/12 
 
 
10/18/12 
12/27/12 
 
08/01/13 
 
08/01/13 
 
09/12/13 
 
09/12/13 
 
12/16/13 
12/16/13 
 
12/31/13 
 
12/31/13 
01/01/14 
 
01/01/14 
 
01/01/14 
01/01/14 
01/01/14 
 
01/01/14 
01/01/14 

Credit and Appalachian Power 
Amendment No. 2 to the Third Amended and 
Restated Agency Agreement between AEP Credit 
and Appalachian Power 
Agreement Between Appalachian Power Company 
and AEPSC 
Executed Notice of Intent by Ohio Power 
Company to Terminate Sporn Plant Operating 
Agreement 
AEPSC and APCO Service Agreement 
APCO and AEP West Virginia Transmission 
Service Agreement 
Termination of Coal Transfer Agreement for 
Putman 
Railcar Maintenance Agreement 
 
Amendment No. 1 to Barge Transportation 
Agreement 
Amendment No. 2 to AEP System Rail Car Use 
Agreement 
Amended and Restated Urea Handling Agreement 
Amended and Restated Cook Coal Terminal 
Transfer Agreement 
Assignment of Gysum and Purge Stream Waste 
Disposal Agreement 
Termination of Racine Hydro Project Operating 
Affiliated Transactions Agreement for Sharing 
Capitalized Spare Parts 
Affiliated Transactions Agreement for Sharing 
Materials and Supplies 
Sporn Plant Operating Agreement 
Simulator Lease Agreement 
Assignment of Central Machine Shop Agreement 
date January 1, 1979 
Bridge Agreement 
Power Coordination Agreement 

Columbus 
Southern 
Power 
Company 

12/31/11 Columbus Southern Power Company was merged 
into Ohio Power Company December 31, 2011.  
All contracts unique to Columbus Southern 
Power have been moved to Ohio Power Company. 

Indiana 04/30/48 Purchase Contract between Indiana Franklin  
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COMPANY NAME DATE CONTRACT 
Michigan 
Power 
Company 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
04/04/50 
 
01/01/79 
 
01/01/82 
04/01/82 
04/08/83 
 
06/17/83 
04/01/84 
10/21/85 
 
05/01/86 
04/27/87 
07/30/87 
06/21/96 
 
09/27/96 
 
 
12/31/96 
 
01/01/98 
 
02/12/98 
03/01/98 
03/04/98 
 
10/14/98 
 
06/15/00 
06/15/00 
 
06/15/00 
 
 
 
06/16/00 
 
12/18/02 

Realty, Inc. 
Purchase Contract between The Franklin Real 
Estate Company. 
Central Machine Shop Agreement/Appalachian 
 Power 
Coal Supply Agreement/Blackhawk Coal 
AEP System Rail Car Use Agreement 
Agreement Between Indiana Michigan Power and  
AEP ProServ 
Cook Coal Terminal Coal Transfer Agreement 
Transmission Agreement 
Amendment to Coal Supply Agreement/Blackhawk  
 Coal 
Barge Transportation Agreement and Appendix A 
Interconnection Agreement 
Mutual Assistance Agreement 
AEP Modifications No. 1 AEP System Interim  
Allowance Agreement 
Agreement Between Indiana Michigan Power and 
AEP Energy Services, Inc.(Formerly AEP 
Energy Solutions  
Affiliated Transactions Agreement (East  
Companies) 
Master Site Agreement(East) with AEP 
Operating Companies and AEP Communications LLC 
Fiber Optic Agreement/AEP Communications 
Pole Attachment License Agreement (East) 
Agreement Between Indiana Michigan Power and 
AEP Communications 
Agreement Between Indiana Michigan Power and  
AEP Communications, Inc. 
AEPSC Service Agreement with Indiana Michigan 
Power Company 
American Electric Power Company, Inc. and  
it’s Consolidated Affiliated Tax Agreement  
regarding methods of Allocating Consolidated  
Income Taxes 
Purchase Agreement Between CSW Credit and  
it’s Affiliate Client Companies 
AEP System Utility Money Pool Agreement 
Agency Agreement Between CSW Credit and  
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COMPANY NAME DATE CONTRACT 
04/21/04 
 
05/04/04 
 
05/04/04 
05/04/04 
 
05/04/04 
 
08/25/04 
08/25/04 
12/09/04 
 
01/01/05 
 
 
07/01/06 
 
05/16/07 
 
 
02/15/11 
 
 
02/15/11 
 
 
08/01/13 
09/12/13 
 
09/12/13 
12/16/13 
12/16/13 
 
01/01/14 
 
01/01/14 
 
01/01/14 
 
01/01/14 

Indiana Michigan Power Company 
Unit Power Agreement Amendment No 1 between  
I&M and AEP 
Arrangement for the use of the Amos Simulator 
Fiber Optic Agreement Between AEP  
Communications, LLC and I&M 
Unit 2 Operating Agreement between I&M and  
AEG 
Third Amended and Restated Purchase Agreement 
Third Amended and Restated Agency Agreement 
AEP System Amended and Restated Utility Money 
Pool Agreement 
AEP Co. Inc. and it’s Consolidated Affiliated 
Tax Agreement regarding methods of Allocating 
Consolidated Income Taxes 
Amendment No 1 and Consent to AEP System Rail 
Car Agreement 
Indiana Michigan Power Company & AEP  
Generating Company Operation and Maintenance 
Agreement 
Transmission Service Agreement between 
Indiana Michigan Power Company and AEP 
Indiana Michigan Transmission Company 
Joint License Agreement between Indiana 
Michigan Power Company and AEP Indiana 
Michigan Transmission Company 
Rail Car Maintenance Agreement 
Amendment No. 1 to Barge Transportation 
Agreement 
Amendment No. 2 to AEP System Rail Car Use 
Amended and Restated Urea Handling Agreement 
Amended and Restated Cook Coal Terminal 
Transfer Agreement 
Affiliated Transactions Agreement for Sharing 
Capitalized Spare Parts 
Affiliated Transactions Agreement for Sharing 
Materials and Supplies 
Urea Handling Agreement (AEP Generation 
Resources) 
Crew Agreement – Vessels 
Bridge Agreement 
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COMPANY NAME DATE CONTRACT 
01/01/14 
01/01/14 

Power Coordination Agreement 

Kentucky 
Power 
Company 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

06/07/63 
 
03/31/75 
 
01/01/79 
 
07/07/83 
04/01/84 
04/27/87 
07/30/87 
06/21/96 
 
09/27/96 
 
12/31/96 
 
11/18/97 
 
01/01/98 
 
02/12/98 
 
03/01/98 
 
03/04/98 
 
06/15/00 
 
 
06/15/00 
06/16/00 
 
12/18/02 
05/04/04 
08/25/04 
 
08/25/04 
 
12/09/04 

Purchase Contract between KPCO and The  
Franklin Real Estate  Company 
Purchase Contract between KPCO and Indiana  
Franklin Realty, Inc. 
Central Machine Shop Agreement/Appalachian 
Power 
Agreement Between Kentucky Power and ProServ 
Transmission Agreement 
Interconnection Agreements 
Mutual Assistance Agreement 
AEP Modifications No. 1 AEP System Interim  
Allowance Agreement 
Agreement between Kentucky Power and 
AEP Energy Services, Inc. 
Affiliated Transactions Agreement (East  
Companies) 
Agreement between Kentucky Power and AEP  
Communications, LLC 
Master Site Agreements (East) With AEP  
Operating Companies 
Fiber Optic Agreement (East) with AEP  
Communications 
Pole Attachment License Agreement/AEP  
Communications LLC 
AEP Communications, LLC with Affiliate  
Companies 
AEP Co. Inc. and it’s Consolidated Affiliated 
Tax Agreement regarding methods of Allocating 
Consolidated Income Taxes 
AEPSC Service Agreement with Kentucky Power 
Purchase Agreement between AEP Credit and  
it’s Affiliate Client Companies 
AEP System Utility Money Pool Agreement 
Arrangement for the Use of the Amos Simulator 
Third Amended and Restated Purchase Agreement 
Between AEP Credit and Kentucky Power 
Third Amended and Restated Agency Agreement  
Between AEP Credit and Kentucky Power 
AEP System Amended and Restated Money Pool  
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COMPANY NAME DATE CONTRACT 
 
01/01/05 
 
 
 
08/01/13 
09/12/13 
 
09/12/13 
12/16/13 
12/16/13 
 
12/31/13 
12/31/13 
 
01/01/14 
 
01/01/14 
 
01/01/14 
01/01/14 
01/01/14 
01/01/14 
01/01/14 

Agreement 
American Electric Power Company, Inc. and  
it’s Consolidated Affiliated Tax Agreement  
regarding methods of Allocating Consolidated  
Income Taxes 
Railcar Maintenance Agreement 
Amendment No. 1 to Barge Transportation 
Agreement 
Amendment No. 2 to AEP System Rail Car Use 
Amended and Restated Urea Handling Agreement 
Amended and Restated Cook Coal Terminal 
Transfer Agreement 
Gyspum Letter Agreement 
Assignment of Gypsum and Purge Stream Waste 
Disposal Agreement 
Affiliated Transactions Agreement for Sharing 
Capitalized Spare Parts 
Affiliated Transactions Agreement for Sharing 
Materials and Supplies 
Mitchell Plant Operating Agreement 
Kammer Plant Operating Agreement 
Mitchell Coal Pile Run-Off Agreement 
Bridge Agreement 
Power Coordination Agreement 

Kingsport 
Power 
Company 
 
 
 
 
 
 
 
 
 

01/01/72 
 
01/01/79 
 
07/07/83 
 
07/30/87 
09/27/96 
 
12/31/96 
 
01/01/98 
 
06/15/00 
 
 
06/15/00 

Purchase Contract Between KGPCO and Indiana 
Franklin Realty, Inc. 
Central Machine Shop Agreement/Appalachian 
Power 
Agreement Between Kingsport Power Company and 
AEP ProServ  
Mutual Assistance Agreement 
Agreement Between Kingsport Power Company and 
AEP Energy Services   
Affiliate Transactions Agreement (East 
Companies)  
Master Site Agreement (East) with AEP  
Operating Companies 
AEP Co, Inc and it’s Consolidated Affiliate  
Tax Agreement regarding methods of Allocating 
Consolidated Income Tax 
AEPSC Service Agreement with Kingsport Power 
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COMPANY NAME DATE CONTRACT 
06/16/00 
 
12/18/02 
08/25/04 
 
08/25/04 
 
12/09/04 
 
01/01/05 
 

Purchase Agreement Between CSW Credit and  
Affiliate Client Companies 
AEP System Utility Money Pool Agreement 
Third Amended and Restated Purchase Agreement  
Between AEP Credit and Kingsport Power 
Third Amended and Restated Agency Agreement  
Between AEP Credit and Kingsport Power 
AEP System Amended and Restated Utility Money 
Pool Agreement 
American Electric Power Company, Inc. and  
it’s Consolidated Affiliate Tax Agreement  
regarding methods of Allocating Consolidated  
Income Taxes 

Ohio Power 
Company 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

08/11/41 
 
11/25/70 
 
10/01/72 
 
07/29/73 
02/01/74 
 
 
06/01/78 
01/01/79 
09/15/80 
 
04/01/82 
04/01/83 
 
04/08/83 
 
06/17/83 
04/01/84 
05/01/86 
04/27/87 
07/30/87 
06/21/96 
 
09/27/96 
 

Land Purchase Contract/Franklin Real Estate 
Company 
Purchase Contract/Indiana Franklin Realty, 
Inc. 
Indenture Agreement Between Ohio Power 
Company and Southern Ohio Coal 
Appalachian Power & Ohio Power (Amos Plant) 
Supplemental Indenture OPCO, Ohio Electric, 
Southern Ohio Coal Company- Relating to 
delivery of coal from Meigs 
Racine Hydro Operating Agreement 
Central Machine Shop Agreement 
Putnam Coal Transfer Agreement Between APCo 
and OPCo 
AEP System Rail Car Use Agreement 
Amended and Restated Coal Supply Agreement 
between Ohio Power and Central Ohio Coal 
Agreement between Ohio Power Company and AEP 
Pro Serv, Inc 
Cook Coal Terminal Coal Transfer Agreement 
Transmission Agreement 
Barge Transportation Agreement and Appendix A 
Interconnection Agreement 
Mutual Assistance Agreement 
AEP Modifications No. 1 AEP System Interim 
Allowance Agreement 
Agreement between Ohio Power Company and AEP 
Energy Services 
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COMPANY NAME DATE CONTRACT 
 
 
 
 
 
 
 
 

12/31/96 
 
01/01/98 
 
01/01/98 
 
02/12/98 
 
 
 
02/12/98 
03/01/98 
 
03/04/98 
 
03/15/99 
 
05/31/00 
 
06/15/00 
06/15/00 
 
 
06/16/00 
 
 
12/18/02 
05/04/04 
08/25/04 
08/25/04 
12/09/04 
 
01/01/05 
 
 
07/01/06 
 
09/01/07 
11/16/07 
 
12/01/09 

Affiliated Transactions Agreement (East 
Companies) 
Master Site Agreement (East) with AEP 
Operating Companies 
Appalachian Power Company and Ohio Power 
Company (Sporn Plant) 
Agreement Between Columbus Southern Power 
(Which was merged into Ohio Power Company 
effective December 31, 2011), Ohio Power and 
AEP Communications 
Fiber Optic Agreement/AEP Communications 
Pole Attachment License Agreement/AEP 
Communications LLC 
AEP Communications, LLC with Affiliated 
Companies 
Service Agreement between Ohio Power, AEPSC 
and Cardinal Operating Co. 
Ohio Power and AEPES – Buckeye Power Supply 
Management Agreement 
American Electric Power Company, Inc. and its 
Consolidated Affiliate Tax Agreement 
regarding Methods of Allocating Consolidated 
Income Taxes 
AEPSC Service Agreement with Ohio Power 
Purchase Agreement Between AEP Credit Inc. 
and Affiliate Client Companies 
AEP System Utility Money Pool Agreement 
Arrangement for the Use of the Amos Simulator 
Third Amended and Restated Purchase Agreement 
Third Amended and Restated Agency Agreement 
AEP System Amended and Restated Utility Money 
Pool Agreement 
AEP Co, Inc and It’s Consolidated Affiliate 
Tax Agreement regarding methods of Allocating 
Consolidated Income Taxes 
Amendment No 1 and Consent to AEP System Rail 
Car Use Agreement 
Gypsum Agreement 
Gypsum and Purge Stream Waste Disposal 
Agreement 
Transmission Center Agreement 
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COMPANY NAME DATE CONTRACT 
01/01/11 
 
 
 
01/01/11 
 
02/12/12 
 
 
08/01/13 
 
08/01/13 
09/12/13 
 
09/12/13 
12/16/13 
 
12/31/13 
12/31/13 
 
 
12/31/13 
 
12/31/13 
 
12/31/14 
 
01/01/14 
 
01/01/14 
 
01/01/14 
01/01/14 
01/01/14 

AEP System Transmission Center Agreement 
Transmission Service Agreement between Ohio 
Power Company and AEP Ohio Transmission 
Company 
Joint License Agreement between Ohio Power 
Company and AEP Ohio Transmission Company 
Executed Notice of Intent by Ohio Power 
Company to Terminate Sporn Plant Operating 
Agreement 
Termination of Coal Transfer Agreement for 
Putman 
Rail Car Maintenance Agreement 
Amendment No. 1 to Barge Transportation 
Agreement 
Amendment No. 2 to AEP System Rail Car Use 
Amended and Restated Cook Coal Terminal  
Transfer Agreement 
Termination of Racine Hydro Project Operating 
Agreement 
Assignment, Assumption and Consent Agreement 
of Rail Car Assets 
Cardinal Owners’ Internal Side Letter and 
Assignment 
Assignment of Gypsum and Purge Stream Waste 
Disposal Agreement 
Assignment of Lawrenceburg Purchase Power 
Agreement 
Affiliated Transactions Agreement for Sharing 
Materials and Supplies 
Assignment of Central Machine Shop Agreement 
dated January 1, 1979 
Bridge Agreement 
Power Supply Agreement 
Telecommunications Services Agreement 

Public 
Service 
Company of 
Oklahoma  
 
 
 

04/26/85 
 

09/14/88 
 
07/01/93 
08/03/95 
 

Oklaunion Unit No. 1 Construction, Ownership 
and Operating Agreement 
Oklaunion HVDC Project Construction, 
Ownership and Operating Agreement 
Rail Car Lease Agreement(West) 
East HVDC Interconnection Agreement/West 
Regulated Companies 
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COMPANY NAME DATE CONTRACT 
 
 
 
 
 
 
 

01/01/97 
07/29/97 
06/01/99 
07/08/99 
 
 
 
 
10/29/99 
06/15/00 
 
06/15/00 
 
06/16/00 
 
06/16/00 
 
07/16/01 
 
07/16/01 
 
07/16/01 
 
12/21/01 
12/18/02 
07/25/03 
 
 
07/25/03 
 
 
08/25/04 
08/25/04 
11/16/04 
 
12/09/04 
 
01/01/05 
 
02/10/05 
07/01/06 

CSW Operating Agreement 
Rail Car Maintenance Facility Agreement 
CSW System General Agreement 
Memorandum of Understanding (West) Between C3 
Communications, Inc., Public Service Company 
of Oklahoma, Southwestern Electric Power 
Company, Central Power and Light, and West 
Texas Utilities. 
Transmission Coordination Agreement(West) 
American Electric Power Company, Inc. and its 
Consolidated Affiliate Tax Agreements 
AEPSC Service Agreement with Public Service 
Company of Oklahoma 
Amended and Restated Agency Agreement Between 
CSW Credit and it’s Affiliates 
Amended and Restated Purchase Agreement 
Between CSW Credit and it’s Affiliates 
Master Site Agreement Between Public Service 
Company of Oklahoma and C3 Communications 
Fiber Optic Agreement Between C3 
Communication and Public Service Company 
Agreement between C3 Communications and 
Public Service Company of Oklahoma 
Operating Agreement-PSO, SWEPCO, AEPSC 
AEP System Utility Money Pool Agreement 
Second Amended and Restated Agency Agreement 
between AEP Credit and Public Service Company 
of Oklahoma 
Second Amended and Restated Purchase 
Agreement between AEP Credit and Public 
Service Company of Oklahoma 
Third Amended and Restated Purchase Agreement 
Third Amended and Restated Agency Agreement 
Interconnection Agreement (ERCOT Generation) 
between AEPTN & PSO. 
AEP System Amended and Restated Money Pool 
Agreement 
American Electric Power Company, and it’s 
Consolidated Tax Affiliates 
Operating Agreement PSO, SWEPCO and AEPSC 
Amendment No 1 and consent to AEP System Rail 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 288 of 1829



COMPANY NAME DATE CONTRACT 
 
12/01/09 
01/01/10 
 
 
01/01/10 
 
 
08/01/13 
09/12/13 
 

Car Use Agreement 
     AEP System Transmission Center Agreement 

Transmission Service Agreement between Public 
Service Company of Oklahoma and AEP Oklahoma 
Transmission Company                     
Joint License Agreement between Public 
Service Company of Oklahoma and AEP Oklahoma 
Transmission Company 
Rail Car Maintenance Agreement 
Amendment No. 2 to AEP System Rail Car Use 
Agreement 

Southwestern 
Electric 
Power 
Company 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

07/01/93 
08/03/95 
 
01/01/97 
07/29/97 
 
06/01/99 
07/08/99 
 
10/29/99 
06/15/00 
 
06/15/00 
 
06/16/00 
 
05/31/01
07/16/01 
 
07/16/01 
 
 
07/16/01 
 
12/21/01 
08/06/02 
 
12/18/02 
07/25/03 
 

Rail Car Lease Agreement (West) 
East HVDC Interconnection Use and Maintenance 
Agreement 
CSW Operating Agreement 
Rail Car Maintenance Facility Agreement 
(West) 
CSW System General Agreement 
Memorandum of Understanding (West) Between C3 
 Communications, Public Service Company,  
Transmission Coordination Agreement (West) 
American Electric Power Company, Inc. and its 
 Consolidated Affiliates Tax Agreements 
AEPSC Service Agreement with Southwest Power 
 Electric 
Amended and Restated Purchase Agreement 
Between CSW and Affiliate (West) Companies 
Lignite Mining Agreement 
Master Site Agreement Between Southwestern  
Electric Company and C3 Communications 
Fiber Optic Agreement Between C3  
Communications, Inc. and Southwestern  
Electric Power Company 
Agreement Between C3 Communications, Inc. and 
 Southwestern Electric Power Company 
Operating Agreement PSO, SWEPCo, AEPSC 
Interconnection Agreement Between SWEPCo and  
Eastex Cogeneration LP 
AEP System Utility Money Pool Agreement 
Second Amended and Restated Agency Agreement  
Between AEP Credit and SWEPCo 
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COMPANY NAME DATE CONTRACT 
07/25/03 
 
08/25/04 
 
 
08/25/04 
 
 
12/09/04 
 
01/01/05 
 
02/10/05 
07/01/06 
 
12/01/09 
12/29/09 
05/06/11 
 
 
05/06/11 
 
 
08/01/13 
09/12/13 
12/31/13 
 

Second Amended and Restated Purchase 
 Agreement Between AEP Credit and SWEPCo 
Third Amended and Restated Purchase Agreement 
 Between AEP Credit and Southwestern Electric 
 Power 
Third Amended and Restated Agency Agreement 
 Between AEP Credit and Southwestern Electric 
 Power 
AEP System Amended and Restated Utility Money 
Pool Agreement 
American Electric Power Company, Inc. and Its 
 Consolidated Affiliated Tax Agreements 
Operating Agreement PSO, SWEPCO, AEPSC 
Amendment No 1 and Consent to AEP System Rail 
 Car Use 
AEP System Transmission Center Agreement 
Amended and Restated Lignite Mining Agreement 
Transmission Service Agreement between 
Southwestern Electric Power Company and AEP 
Southwestern Transmission Company 
Joint License Agreement between Southwestern 
Electric Power Company and AEP Southwestern 
Transmission Company 
Rail Car Maintenance Agreement 
Amendment No. 2 to AEP System Rail Car Use 
Assignment, Assumption and Consent Agreement 
of Rail Car Assets 

Wheeling 
Power 
Company 
 

08/11/41 
 
10/03/83 
 
 
07/30/87 
12/31/96 
 
01/09/97 
 
01/01/98 
 
 
03/04/98 

Land Purchase Contract/The Franklin Real 
 Estate Company 
Agreement between Wheeling Power Company and 
AEP Pro Serve, Inc. (Formerly AEP Energy 
Services) 
Mutual Assistance Agreement 
Affiliated Transactions Agreement (East 
Companies) 
Agreement between Wheeling Power Company and 
AEP Energy Services, Inc. 
Master Site Agreement (East) with AEP 
Operating Companies and AEP Communications, 
LLC 
AEP Communications, LLC with Affiliate 
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COMPANY NAME DATE CONTRACT 
 
02/12/98 
03/01/98 
 
06/15/00 
06/15/00 
12/18/02 
12/09/04 
 
01/01/05 
 
05/15/08 

Companies 
Fiber Optic Agreement/AEP Communications 
Pole Attachment License Agreement/AEP 
 Communications LLC 
AEPSC Service Agreement 
AEP System Tax Agreement 
AEP System Utility Money Pool Agreement 
AEP System Amended and Restated Utility 
Money Pool Agreement 
American Electric Power Company, and it’s 
Consolidated Tax Affiliates 
Agreement between Wheeling Power Company 
and AEPSC 

Electric 
Transmission 
Texas 

12/21/07 Electric Transmission Texas Service Agreement 

PATH West 
Virginia 
Transmission 
Company 

09/01/07 PATH West Virginia Transmission Company 
Service Agreement 
 

AEP Indiana 
Michigan 
Transmission 
Company 

02/15/11 
 
 
02/15/11 
 
 
02/15/11 

Transmission Company Services Agreement 
between AEP Indiana Michigan Transmission 
Company and Indiana Michigan Power Company 
Joint License Agreement between AEP Indiana 
Michigan Transmission Company and Indiana 
Michigan Power Company 
Service Agreement between AEP Indiana 
Michigan Transmission Company and American 
Electric Power Service Corporation  

AEP Ohio 
Transmission 
Company 

01/01/11 
 
 
01/01/11 
 
 
01/01/11 
 
01/01/11 
 
 

Transmission Company Services Agreement 
between AEP Ohio Transmission Company and 
Ohio Power Company 
Transmission Company Services Agreement 
between AEP Ohio Transmission Company and 
Columbus Southern Power Company 
Joint License Agreement between AEP Ohio 
Transmission Company and Ohio Power Company 
Joint License Agreement between AEP Ohio 
Transmission Company and Columbus Southern 
Power Company 
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COMPANY NAME DATE CONTRACT 
01/01/11 
 
 

Service Agreement between AEP Ohio 
Transmission Company and American Electric 
Power Service Corporation 

AEP Oklahoma 
Transmission 
Company 

01/01/10 
 
 
01/01/10 
 
 
10/27/10 

Transmission Company Services Agreement 
between AEP Oklahoma Transmission Company and 
Public Service Company of Oklahoma 
Joint License Agreement between AEP Oklahoma 
Transmission Company and Public Service 
Company of Oklahoma 
Service Agreement between AEP Oklahoma 
Transmission Company and American Electric 
Power Service Corporation 

AEP 
Southwestern 
Transmission 
Company 

05/06/11 
 
 
05/06/11 
 
 
05/06/11 

Transmission Company Services Agreement 
between AEP Southwestern Transmission Company 
and Southwestern Electric Power Company 
Joint License Agreement between AEP 
Southwestern Transmission Company and 
Southwestern Electric Power Company 
Service Agreement between AEP Southwestern 
Transmission Company and American Electric 
Power Service Corporation 
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Filing Requirement 
807 KAR 5:001 Section 4(1) 

 
 
Filing Requirement: 
 
All communications shall be addressed to: Public Service Commission, 211 Sower Boulevard, 
Post Office Box 615, Frankfort, Kentucky 40602. 
 
 
Response: 
 
Kentucky Power Company will comply with requirements established in 807 KAR 
5:001 Section 4(1).  
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Filing Requirement 
807 KAR 5:001 Section 4(2) 

 
 
Filing Requirement: 
 
Each case shall receive a number and a style descriptive of the subject matter. The number 
and style shall be placed on each subsequent paper filed in the case. 
 
 
Response: 
 
Kentucky Power Company will comply with the requirement established in 807 KAR 
5:001 Section 4(2). 
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Filing Requirement 
807 KAR 5:001 Section 4(3) 

 
Filing Requirement: 
 
Signing Papers 
 

(a) A paper shall be signed by the submitting party or attorney and shall include the 
name, address, telephone number, facsimile number, and electronic mail address, 
if any, of the attorney of record or submitting party. 
 

(b) A paper shall be verified or under oath if required by statute, administrative 
regulation, or order of the commission. 

 
 
 
Response: 
 
Kentucky Power Company will comply with the requirements established in 807 KAR 
5:001 Section 4(3). 
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Filing Requirement 
807 KAR 5:001 Section 4(4) 

 
 
Filing Requirement: 
 
A person shall not file a paper on behalf of another person, or otherwise represent another 
person, unless the person is an attorney licensed to practice law in Kentucky or an attorney 
who has complied with SCR 3.030(2). An attorney who is not licensed to practice law in 
Kentucky shall present evidence of his or her compliance with SCR 3.030(2) if appearing 
before the commission. 
 
 
 
Response: 
 
Kentucky Power Company will comply with the requirement established in 807 KAR 
5:001 Section 4(4). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 296 of 1829



Filing Requirement 
807 KAR 5:001 Section 4(9) 

 
 
Filing Requirement: 
 
Filing. 

(a) Unless electronic filing procedures established in Section 8 of this administrative 
regulation are used, a paper shall not be deemed filed with the commission until the 
paper: 
 
1. Is physically received by the executive director at the commission’s offices during 

the commission’s official business hours; and 
 

2. Meets all applicable requirements of KRS Chapter 278 and KAR Title 807. 
 

(b) The executive director shall endorse upon each paper or document accepted for filing 
the date of its filing. The endorsement shall constitute the filing of the paper or 
document. 

 
Response: 
 
Kentucky Power Company is filing its application for an Adjustment in Electric Rates 
in electronic format. 
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Filing Requirement 
807 KAR 5:001 Section 4(10) 

 
 
Filing Requirement: 
 
Privacy protection for filings. 
 

(a) If a person files a paper containing personal information, the person shall encrypt or 
redact the paper so that personal information cannot be read. Personal information 
shall include a business name; an individual’s first name or first initial and last name; 
personal mark; or unique biometric or genetic print or image, in combination with one 
(1) or more of the following data elements: 
 
1. The digits of a Social Security number or taxpayer identification number; 
2. The month and date of an individual’s birth; 
3. The digits of an account number, credit card number, or debit card number that, in 

combination with any required security code, access code, or password, would 
permit access to an account; 

4. A driver’s license number, state identification card number, or other individual 
identification number issued by any agency; 

5. A passport number or other identification number issued by the United States 
government; 

6. "Individually identifiable health information" as defined by 45 C.F.R. 160.103, 
except for education records covered by the Family Educational Rights and Privacy 
Act, as amended, 20 U.S.C. 1232g; or 

7. The address, phone number, or email address of an individual who is not a party 
and has not requested to be a party. 
 

(b) To redact the paper, the filing party shall replace the identifiers with neutral 
placeholders or cover the identifiers with an indelible mark that so obscures the 
identifiers that the identifiers cannot be read. 

 
(c) The responsibility to review for compliance with this section and redact a paper shall 

rest with the party that files the paper. 
 

Response: 
 
Kentucky Power Company will comply with the requirement established in 807 KAR 
5:001 Section 4(10). 
 
 
 
 
 
 
 
 
 
 
 
 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 298 of 1829



Filing Requirement 
807 KAR 5:001 Section 7(1) 

 
Filing Requirement: 

 
Unless the commission orders otherwise or the electronic filing procedures established in 
Section 8 of this administrative regulation are used, if a paper is filed with the commission, 
an original unbound and ten (10) additional copies in paper medium shall be filed. 

 
 

Response: 
 

Kentucky Power Company is filing its application for an Adjustment in Electric Rates 
in electronic format. 
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Filing Requirement 
807 KAR 5:001 Section 7(2) 

 
 

Filing Requirement: 
 

Each paper filed with the commission shall conform to the requirements established in this 
subsection. 
 
      (a) Form. Each filing shall be printed or typewritten, double spaced, and on one (1) 
side of the page only. 
 
     (b) Size. Each filing shall be on eight and one-half (8 1/2) inches by eleven (11) inches 
paper. 
 
     (c) Font. Each filing shall be in type no smaller than twelve (12) points, except 
footnotes, which may be in type no smaller than ten  (10) points. 

 
 

Response: 
 

Kentucky Power Company will comply with requirements established in 807 KAR 
5:001 Section 7(2).  
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Filing Requirement 
807 KAR 5:001 Section 7(3) 

 
 

Filing Requirement: 
 

Except as provided for in Section 8 of this administrative regulation, a filing made with the 
commission outside its business hours shall be considered as filed on the commission’s 
next business day. 

 
 

Response: 
 
Kentucky Power Company is filing its application for an Adjustment in Electric Rates 
in electronic format. 
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Filing Requirement 
807 KAR 5:001 Section 7(4) 

 
 

Filing Requirement: 
 
A paper submitted by facsimile transmission shall not be accepted. 

 
 
Response: 
 
Kentucky Power Company is filing its application for an Adjustment in Electric Rates 
in electronic format. 
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Filing Requirement 
807 KAR 5:001 Section 8(1) et seq. 

 
 

Filing Requirement: 
 
Upon an applicant’s timely election of the use of electronic filing procedures or upon 
order of the commission in a case that the commission has initiated on its own motion, 
the procedures established in this section shall be used in lieu of other filing procedures 
established in this administrative regulation. 

 
 
Response: 
 
Kentucky Power Company is filing its application for an Adjustment in Electric Rates 
in electronic format and will comply with all requirements. 
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Filing Requirement 
807 KAR 5:001 Section 12 (1) 

 
 
Filing Requirement: 
 
If this administrative regulation requires that a financial exhibit be annexed to the 
application, the exhibit shall: 
 

(a) For a utility that had $5,000,000 or more in gross annual revenue in the immediate 
past calendar year, cover operations for a twelve (12) month period, the period 
ending not more than ninety (90) days prior to the date the application is filed; or 
 

(b) For a utility that had less than $5,000,000 in gross annual revenue in the 
immediate past calendar year, comply with paragraph (a) of this subsection or 
cover operations for the twelve (12) month period contained in the utility’s most 
recent annual report on file with the commission, and contain a statement that: 
 
1. Material changes have not occurred since the end of that twelve (12) month 

period; or 
2. Identifies all material changes that have occurred since the end of that twelve 

(12) month period. 
 

 
 
Response: 
 
Please see Section IV. 
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Filing Requirement 
807 KAR 5:001 Section 12 (2)(a) 

 
 
Filing Requirement: 
 
The exhibit shall disclose the following information in the order indicated: 
 

(a) Amount and kinds of stock authorized; 
 

 
 
Response: 
 
Please see Section IV, page 1. 
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Filing Requirement 
807 KAR 5:001 Section 12 (2)(b) 

 
 
Filing Requirement: 
 
Amount and kinds of stock issued and outstanding; 
 
 
Response: 

 
Please see Section IV, page 1. 
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Filing Requirement 
807 KAR 5:001 Section 12 (2)(c) 

 
 
Filing Requirement: 
 
Terms of preference of preferred stock, cumulative or participating, or on dividends or 
assets or otherwise; 
 
 
Response: 

 
Please see Section IV, page 1. 
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Filing Requirement 
807 KAR 5:001 Section 12 (2)(d) 

 
 
Filing Requirement: 
 
A brief description of each mortgage on property of applicant, giving date of execution, 
name of mortgagor, name of mortgagee or trustee, amount of indebtedness authorized to 
be secured, and the amount of indebtedness actually secured, together with sinking fund 
provisions, if applicable; 
 
 
Response: 

 
Please see Section IV, page 1. 
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Filing Requirement 
807 KAR 5:001 Section 12 (2)(e) 

 
 
Filing Requirement: 
 
Amount of bonds authorized and amount issued, giving the name of the public utility that 
issued the same, describing each class separately and giving the date of issue, face value, 
rate of interest, date of maturity, and how secured, together with amount of interest paid 
during the last fiscal year; 
 
 
Response: 

 
Please see Section IV, page 1. 
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Filing Requirement 
807 KAR 5:001 Section 12 (2)(f) 

 
 
Filing Requirement: 
 
Each note outstanding, giving date of issue, amount, date of maturity, rate of interest, in 
whose favor, together with amount of interest paid during the last fiscal year; 
 
 
Response: 

 
Please see Section IV, page 1. 
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Filing Requirement 
807 KAR 5:001 Section 12 (2)(g) 

 
 
Filing Requirement: 
 
Other indebtedness, giving same by classes and describing security, if any, with a brief 
statement of the devolution or assumption of a portion of the indebtedness upon or by 
person or corporation if the original liability has been transferred, together with amount of 
interest paid during the last fiscal year; 
 
 
Response: 

 
Please see Section IV, page 2. 
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Filing Requirement 
807 KAR 5:001 Section 12 (2)(h) 

 
 
Filing Requirement: 
 
Rate and amount of dividends paid during the five (5) previous fiscal years, and the 
amount of capital stock on which dividends were paid each year; and; 
 
 
Response: 

 
Please see Section IV, page 2. 
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Filing Requirement 
807 KAR 5:001 Section 12 (2)(i) 

 
 
Filing Requirement: 
 
A detailed income statement and balance sheet. 
 
 
Response: 
 
Please see Section IV, pages 2-19. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 313 of 1829



Filing Requirement 
807 KAR 5:001 Section 14 (1) 

 
 

Filing Requirement: 
 
Each application shall state the full name, mailing address, and electronic mail address of 
the applicant, and shall contain fully the facts on which the application is based, with a 
request for the order, authorization, permission, or certificate desired and a reference to 
the particular law requiring or providing for same. 
 
 
Response: 
 
The application is by petition and contains the full name, mailing address, and 
electronic mail address of the applicant: 
 
Kentucky Power Company 
PO Box 5190 
Frankfort KY  40602 
Kentucky_Regulatory_Services@aep.com 
 
 
The application also contains fully the facts on which the application is based and 
otherwise fully complies with 807 KAR 5:001 Section 14(1). 
 
 
 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 314 of 1829



Filing Requirement 
807 KAR 5:001 Section 14 (2) 

 
 
Filing Requirement: 
 
If a corporation, the applicant shall identify in the application the state in which it is 
incorporated and the date of its incorporation, attest that it is currently in good standing in 
the state in which it is incorporated, and, if it is not a Kentucky corporation, state whether 
it is authorized to transact business in Kentucky.  
 
 
Response: 
 
Please see the attached Certificate of Existence dated December 11, 2014 as certified by 
the Commonwealth of Kentucky’s Secretary of State. 
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Commonwealth of Kentucky
Alison Lundergan Grimes, Secretary of State

Alison Lundergan Grimes
Secretary of State

P. O. Box 718
Frankfort, KY 40602-0718

(502) 564-3490
http://www.sos.ky.gov

Certificate of Existence

Authentication number: 158397
Visit https://app.sos.ky.gov/ftshow/certvalidate.aspx to authenticate this certificate.

Alison Lundergan Grimes

Secretary of State

Commonwealth of Kentucky

158397/0028317

I, Alison Lundergan Grimes, Secretary of State of the Commonwealth of Kentucky,
do hereby certify that according to the records in the Office of the Secretary of State,

KENTUCKY POWER COMPANY

is a corporation duly incorporated and existing under KRS Chapter 14A and KRS
Chapter 271B, whose date of incorporation is July 21, 1919 and whose period of
duration is perpetual.

I further certify that all fees and penalties owed to the Secretary of State have been
paid; that Articles of Dissolution have not been filed; and that the most recent annual
report required by KRS 14A.6-010 has been delivered to the Secretary of State.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my Official Seal

at Frankfort, Kentucky, this 11
th

 day of December, 2014, in the 223
rd

 year of the
Commonwealth.
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Filing Requirement 
807 KAR 5:001 Section 14 (3) 

 
 
Filing Requirement: 
 
If a limited liability company, the applicant shall identify in the application the state in 
which it is organized and the date on which it was organized, attest that it is in good 
standing in the state in which it is organized, and, if it is not a Kentucky limited liability 
company, state whether it is authorized to transact business in Kentucky. 
 
 
Response: 
 
Not applicable as Kentucky Power Company is not a limited liability company. 
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Filing Requirement 
807 KAR 5:001 Section 14 (4) 

 
 
Filing Requirement: 
 
If the applicant is a limited partnership, a certified copy of its limited partnership 
agreement and all amendments, if any, shall be annexed to the application, or a written 
statement attesting that its partnership agreement and all amendments have been filed with 
the commission in a prior proceeding and referencing the case number of the prior 
proceeding.  
 
 
 
Response: 
 
Not applicable as Kentucky Power Company is not a limited partnership. 
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Filing Requirement 
807 KAR 5:001 Section 16 (1)(a) 

 
 

Filing Requirement: 
 
Each application requesting a general adjustment in existing rates shall: 
 

(a) Be supported by: 
 
1. A twelve (12) month historical test period that may include adjustments for     

known and measurable changes; or  
 

2. A fully forecasted test period;  
 

 
Response: 
 
Kentucky Power Company’s Application for a general adjustment to its existing rates is 
supported by a twelve-month historical test year for the test period ended September 
30, 2014 with adjustments for known and measurable changes. 
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Filing Requirement 
807 KAR 5:001 Section 16 (1)(b)(1) 

 
 
Filing Requirement: 
 
A statement of the reason the adjustment is required. 
 
 
 
Response: 
 
Please see the Company’s Application (Section I) and the testimonies of the Company’s 
witnesses in Section III. 
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Filing Requirement 
807 KAR 5:001 Section 16 (1)(b)(2) 

 
 
Filing Requirement: 
 
A certified copy of a certificate of assumed name as required by KRS 365.015 or a 
statement that a certificate is not necessary 
 
 
Response: 
 
The legal name of Kentucky Power Company is Kentucky Power Company; therefore, 
a certificate of assumed name is not necessary. 
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Filing Requirement 
807 KAR 5:001 Section 16 (1)(b)(3) 

 
 
Filing Requirement: 
 
New or revised tariff sheets, if applicable in a format that complies with 807 KAR 5:011 
with an effective date not less than thirty (30) days from the date the application is filed; 
 
 
Response: 
 
Please see Exhibit JAR-8 to the testimony of Company Witness Rogness in Section III 
to this Application. 
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Filing Requirement 
807 KAR 5:001 Section 16 (1)(b)4 

 
 
Filing Requirement: 
 
New or revised tariff sheets, if applicable, identified in compliance with 807 KAR 5:011, 
shown either by providing: 
 

a. The present and proposed tariffs in comparative form on the same sheet side by 
side or on facing sheets side by side; or 
 

b. A copy of the present tariff indicating proposed additions by italicized inserts or 
underscoring and striking over proposed deletions; 

 
 
 
Response: 
 
Please see Exhibit JAR-9 to the testimony of Company Witness Rogness in Section III 
to this Application for a copy of the present tariff indicating proposed additions. 
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Filing Requirement 
807 KAR 5:001 Section 16 (1)(b)(5) 

 
 
Filing Requirement: 
 
A statement that notice has been given in compliance with Section 17 of this administrative 
regulation with a copy of the notice; and 
 
 
Response: 
 
Customer notice has been given in compliance with 807 KAR 5:001 Section 17.  Please 
see the following attachments for the Certification Of Compliance With Notice And 
Posting Requirements and a copy of the Notice to the Customers of Kentucky Power 
Company. 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

Application Of Kentucky Power Company For 
A General Adjustment Ofits Rates For Electric 
Service; (2) An Order Approving Its 2014 
Environmental Compliance Plan; (3) An Order 
Approving Its Tariffs And Riders; And (4) An 
Order Granting All Other Required Approvals 
And Relief 

) 
) 
) 
) 
) 
) 
) 

Case No. 2014-00396 

Certification Of Compliance With Notice And Posting Requirements 

Jolm A. Rogness III, Director Regulatory Services, Kentucky Power Company, a utility 

furnishing retail electric service within the Commonwealth of Kentucky, certifies the following: 

1. On December 23, 2014, Kentucky Power Company filed an Application with the 

Public Service Commission of Kentucky for approval of an adjustment of its electric rates, terms 

and conditions of Kentucky Power Company, and seeking certain other relief. 

2. In connection with its application Kentucky Power provided the following notice: 

(a) Filed with the Public Service Commission on November 14,2014 its 

Notice ofintent in accordance with the requirements of 807 KAR 5:001, Section 16(2) and KRS 

278.183(2). A copy of the notice of intent also was provided on November 14,2014 

electronically and by United States mail to the Office of the Attorney General, Office of Rate 

Intervention in accordance with 807 KAR 5:001, Section 16(2)(c). 

(b) The Customer Notice required by 807 KAR 5:001, Section 17(2) and 807 

KAR 5:011, Section 8(2) will be published once a week for three consecutive weeks in a 
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prominent manner in newspapers of general circulation in Kentucky Power's service area, with 

the first publication on or before the date of this application is filed with the Commission. The 

Customer Notice was first published beginning the week of December 15,2014. An affidavit 

verifying the contents of the published notice, that the notice was published, and the dates of 

publication will be filed in accordance with 807 KAR 5:001, Section 17(3)(b) and 807 KAR 

5:011, Section 8(3)(b) within 45 days of the date this Application is submitted to the 

Commission. 

(c) On or before December 23,2014 made the Public Posting required by 807 

KAR 5:001, Section 17(l)(a) and 807 KAR 5:011, Section 8(a), and provided a copy of the 

Application for public inspection at the Frankfort corporate otlice and Service Center buildings 

in the Company's service territory at the following locations: 

(i) Frankfort Corporate Otlice, lOlA Enterprise Dr., Frankfort, KY; 

(ii) Ashland Service Center, 12333 Kevin Avenue, Ashland, KY; 

(iii) Hazard Service Center, 1400 E. Main Street, Hazard, KY; and 

(iv) Pikeville Service Center, 3249 N. Mayo Trail, Pikeville, KY. 

The Public Posting and a copy of the Application will remain available for public inspection in 

conformity with the requirements of 807 KAR 5:001, Section 17(l)(c) and 807 KAR 5:011, 

Section 8(1 )(c) until the Commission enters a final decision in this matter. 

(d) On or before December 23, 2014 posted on its Web site 

(https://www.kentuckypower.com) the information and hyperlink required by 807 KAR 5:001, 

Section 17(1)(b) and 807 KAR 5:011, Section 8(l)(b). This infonnation will remain available 

for public access and inspection in conformity with the requirements of 807 KAR 5:001, Section 
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17(1)(c) and 807 KAR 5:011, Section 8(1)(c) on Kentucky Power's website until the 

Commission enters a final decision in this matter. 

3. The Customer Notice and Public Posting described in paragraphs 2(b) and 2(c) 

conformed to and contained the information required by 807 KAR 5:001, Section 17(4) and 807 

KAR 5:011, Section 8(4). 

4. The Customer Notice identified in paragraph 2 above and attached hereto contains 

a clear and concise explanation of the proposed change in the rate schedule applicable to each 

customer and thus pursuant to 807 KAR 5:001, Section 16(3) and 807 KAR 5:011, Section 8(5) 

is deemed a substitute for the notice required by 807 KAR 5:051, Section 2. 

Given under my hand this 23'd day of December, 2014. 

Director Regulatory Services 
Kentucky Power Company 
101 A Enterprise Dr. 
Frankfort, KY 40601 
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NOTICE 

Please Take Notice that on or before December 23, 2014 Kentucky Power Company (Kentucky Power) will me w~h the 
Kentucky Public Service Commission (Commission) in Case No. 2014-00396 an application pursuant to Chapter 278 of 
the Kentucky Revised Statutes lor authortzation to adjust the rates it charges tts customers for ser\rices rendered on and 
atter January 23, 2015. If approved and not suspended, Kentucky Power will apply the new rates to all customer bills 
rendered on and alter January 23, 2015 to recover costs of providing service to its customers on and alter that date. 

In addition to the rate changes described below, Kentucky Power proposes to add the Big Sandy Retirement Rider, Big 
Sandy 1 Operation Ridar, PJM Rider, and the NERC Compliance and Cybersecurity Rider which will be applicable to the 
following tariffs: R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O,D2, S.G.S., S.G.S.-T.O.D., M.G.S., M.G.S.
T.O.D., L.G.S., L.G.S,-T,O.D., I.G.S., C.S.- !.R.P., M.W., O.L., and S.L. Kentucky Power is also proposing the Kentucky 
Economic Devak>pment Surcharge which will be applicable to the ioHowing !all!fs: R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., 
Expar!mentat R.S.-T.O.D.2, S,G,S., S,G,S.-T.O.D., M.G.S., M.G.S.-T.O.D., L.G.S., L.G.S.-T.O.D., J.G.S., C.S.- I.R.P., 
M.W., and S.L. 

Kentucky Power is proposing to combine the current O.P. and C.l.P-T.O.D. tariffs into a new Industrial General Service 
(I.G.S.} tariff. In add~ion, the following electric tarlffs andfor charges are being eliminated: Emergency Curtailable Ser
vice-Capacity & Energy, Energy Price Curtailabla Service Rider, and Experimental Real-Time Pricing. Kentucky PD'Ner 
has also made changes to the text of certain tariffs. Where the text changes to the tariffs are substantrve In nature, the 
proposed language change is described below. 

TARIFF CHANGES 

TERMS AND CONDITIONS OF SERVICE 

4. 

Kentucky Power has modified its deposit requirements to: (a) give the Company the discretion to determine what type of 
guaranty Is acceplabie; (b) sprofy end modify the criteria for waiving a deposfl; and (c) to specify and modify the criteria 
for when an addilional or supplemental deposit may be required. The deposit requirements were further modified to 
define salisfactory payment criteria and satisfactory Cledil cn1erfa. 

12. BIIJING FORM 

The Company has modified lis Residential, Small Commercial, and Large Commercial and Industrial Bill Forms to include 
line items for the new Big Sandy Retirement Rider, Big Sandy 1 Operation Rider; PJM Rider, NERC Compliance and 
Cybersecurity Rider, and Kentucky Economic Development Surcharge. 

14. MQNIIDRJNG t ]SAGE 

The Company has medified the frequency of its customer usage monitoring from annually to quarterly. 

17. DENIAl OR Q!SCONT!NI JANCF OF SERVICE 

The Company has modified the Denial or Discontinuation of Service provision so that the definition of a cu!.tomer con
forms with Commission regulations. 

19, SpECJA! CHARGES 

In addition to modifying the rates for special charges to more closely match current costs to perform those services, the 
Company has modified the Special Charges soc/ion to clarity that no "Call-Guts" for re-connections following a d/st;Ontinu
alion of service will take place after 1 O:OO PM and to add a charge for a customer-requested meter reading check. 

A. Reconnsc!Jon and Djscoonect Charges 
In cases where the Company has discontinued service as herein provided for, the Company 
reserves the right to assess a reconnection charge pursuant to 807 KAR 5:006, Section 9 (3) 
(b), payable in advanca, in accordance with the following schedule. However, those Custom 
ers qualifying lor Winter Hardship Reconnection under 807 KAR 5:006 Section 16 shall be 
exempt from the reconnect charges, 

1. Reconnect for nonpayment during regular hours 
2. Reconnect at the end ot the day (No 'Call Out' required) 

$ 42:94 $21.00 
$ +7:28 $30.00 

3. Reconnect lor nonpayment whan a "Call Out' is required prior to 10:00 PM 
(A "Call Out" is when an employe a must be called in to work on an overtime 
basis to make the reconnect trip. ReconnecJions for nonpayment will not be 
made when e 'Call Our after 10:00 p.m. fs required.) $ 85:%$95.00 

4. Reconnect for nonpayment when double time is required 
(Sunday and Holiday) 

5. Tennination or field trip 
$ 4+.5S $124.00 
$ &.Sa $13.00 

The reconnection charge lor all Customers where service has been disconnected for fraudulent use of 
electricfty will be the actllal cost of the reconnection. 

B. Meter Reading Check 

Pursuant to 807 KAR 5:006, Section 9 {3) (d) in cases where a customer requests a meter be reread, and 
/he second reading shows the original reading was correct, the CusJ.omer will be charged a fee of $21.00 to 
cover the handling cost. 

C, RelumecfChet;kQhar:[m 

In cases where a customer pays by check, which is Jeter returned as unpaid by the bank for any reason, 
the Customar will be charged a fee of $r.ea $18.00 to cover the handling costs. 

D. Meter rest Qhamf! 

Where test ot a meter is made upon written request of the Customer pursuant to 807 KAR 5:006, Section 
19, the Customer will be charged $+4:38 $48.00 if such test shows that the meter was not more than two 
pement (2%) fast. 

.RAIE. (Tar!H Codes 015,017, 022) 

TARIFF R.S. 
(Residential Service) 

Service Charge 
Energy Charge: 

yor 1 !NTEER EIRE DEPARTMENTS (Tariff Code 024) 

$&.00 $16.00 per month 
&.500¢ 9.035¢ per KWH 

The Comparry has clarified that this tariff Is available to Volunteer Fire Departments subject to certain reporting require
ments In accordance to KRS 278.172. 

1 nAn MANAGEMEtflWATER-HEATJNG PRoy!s!ON (Tariff Code D11} 

For residential customers who Install a Gen1J3EIF) Elj'lfliCoed load management water-heating system which 
consumes electrical energy~ during off-peak hours specified by the Company and stores hot water 
lor use during on-peak hours, of minimum capacity ol80 gallons, the last 250 KWH of use in any month 
shall be billed at 4;94€1¢ 5.218¢ per KWH. 

SPECJAJ TERMS ANQ CONQ!IJONS 

The Company has clarified/hal in accordance with the Commission's regulations it will make an extension of up to 150 
feet to a mobile home without chlllge. 

The Company added the tofiowfng paragraph: 

This tariff Is available for single-phase, residential service. Where the residential customer requests three· 
phese service, this tariff will apply it the residential customer pays to the Company the difference between 
constructing single-phase service and three-phase service. Where motors or heating equipment are used 
lor commercial or industrial purposes, the applicable general service tariff will apply to such service. 

TARIFF R.S.-L.M.- T,O,D, 
(Residential Service Load Management Time-of-Day) 

AVAil ABII ]TV OF SERVICE 

The Company modified this provision to eliminate the requirement that the multiple-register meter be single phase to 
receive service under this tariff. 

BAlE. (Tariff Codes 028,030,032, 034) 
Service Charge 
Energy Charge: 

All KWH used during on-peak billing period 
AU KWH used during off-paak billing period 

SEPARATE METERING PROV!$10N 

$ 4&.5618.70 per month 

48;227¢ 13.879¢ per KWH 
+.949 5.216¢ per KWH 

Customers who use electric thennal storage space heating and water heatern which consume energy only during off
peak hours specified by the Company, or other automatically controlled load management devices such as space andfor 
water heating equipment that use energy only during off-peak hours specified by the Company, shall have the option of 
having these approved load management devices separately metered. The service charge for the separate meter shall 
be $&.99 $3.85 per month. 

SPEC!Aj TERMS ANQ CONDIDQNS 

The Company added the following paragraph; 

This tariff Is avalfable tor single-phese, residential service. Where the residential customer requests three
phase service, this tariff will apply if the residential customer pays to the Company the difference between 
constructing single-phase service and three-phese service, Where motors or heating equipment are used 
for commerclaJ or industrial purposes, the applicable general service tariff will apply to such service. 

AVAil ARII rry QFSERVICE 

TARIFF R.S. - T ,O,D. 
(Residential Service TJme-of-Day) 

The Company modified this provision to eliminate the requirement that the multiple-register meter be single phase to 
receive service under this tertff. 

.RAIE. (Tariff Code 036) 
Service Charge 
Energy Charge: 

All KWH used during on-peak billing period 
All KWH used during off-peak billing period 

SPECIAJ IfRMS AND COND!IJQNS 

The Company added the following paragraph: 

$ 4&.55 $18.70 per month 

ta:e27¢ 13,879r; per KWH 
-4:949-¢ 5.216¢ per KWH 

This tariff is available for single-phase, residential service, Where the residential customer requests three
phase service, this tartff will apply lf the residential customer pays to the Company the ditference between 
constructing single-phese service and three-phase service. Where motors or heating equipment are used 
for commemial or industrial purposes, the applicable general service tariff will apply to such service. 

TARIFF R.S. - T .O.D.2 
{Experimental Residential Service Time-of·Day 2} 

AVAil ABU JlY QF SERVICE 

The Company mod'died this provision to eliminate the requirement that the mutt/pie-register meter be single phase to 
receive service under this tariff. 

BAIE. (Tariff Code 027) 
Service Charge 
Energy Charge: 

All KWH used during Summer on-peak billing period 
All KWH used during Winter on-peak billing period 
All KWH used during otf-peak billing period 

AVA!] ABU JlY OF SERVICE 

TARIFF S.G.S. 
(Small General Service) 

$-f:t-;;15 18.70 per month 

4+.496¢ 10.885¢perKWH 
~¢ 12.132¢ per KWH 
il:aOO¢ 8,309¢ per KWH 

The Company modified this provision to limit Its availability to metered secondary distribl..ltfon service. The Company also 
provided a grandfather provision stating that customer.; not meeting the requirements for coverage under this tariffwif! 
only be permitted to continue service under this tariff at the premise occtJpied for continuous seiVfce beginning no later 
than January 22, 2015. 

BAlE. (Tariff Codes 211, 212) 
Service Charge 
Energy Charge: 

First 500 KWH per month 
All Over 500 KWH per month 

j OAQ MANAGFMFtfl TIM F-OE-DAY PROVISION 

BAIE. (T aritl Code 225) 
Service Charge 
Energy Charge: 

All KWH used during on-peak billing period 
All KWH used during off-peak billing period 

OPTION A] I jNMEifRfD SERVICE PROVISION 

.RATE. (Tartff Codes 204 (Metered), 213 (Unmetered)} 

Customer Charge 
Energy Charge: 

First 500 K'NH per month 
All Over 500 KWH per month 

TARIFF S.G.S- T.O.D 
(Small General Service Time-of-Day) 

AVA!! ABI! lTV OF SERVICE 

$4+.59 $ 19.50 per month 

4&4B!l¢ 11.500¢ per KWH 
H46¢ 7.057¢ per KWH 

~ $19.50 per month 

45:B2S¢ 13.755r;perKWH 
+.9-49 ¢ 5.216¢ per KWH 

$Me $15.50 per month 

4&.456¢ 11.500¢ per KWH 
r.t1B¢ 7.057¢ per KWH 

The Company modrffed this provision to clarify that this was no longer an "experimental" customerc1ass and to eliminate 
the maximum 12 month average demand requirement. The Company also provided a grandfather provision staling that 
customers not meeting the requirements for coverage under this tariff will only be permitted to continue sarvice under th!s 
taJiff at the premise occupied for continuous service baginning no later than January 22, 2015. 

BAIE.. (Tarrf! Code 227) 

Service Charge 
Energy Charge: 

All KWH used during Summer on-peal< billing period 
All KWH used during Winter on-peak billing period 
All KWH used during off-peak billing period 

$+4;9£$19.50 per month 

ie:Sa8¢ 11.126¢ per KWH 
4&55a¢ 12.020¢ per KWH 

&.;100¢ 8.476¢ per KWH 

AVAJI ABU ITYOESERVICE 

TARIFF M.G.S. 
(Medium General Service) 

The Company has clerffiedthat for certain customers receiving service on or before January 22,2015 with a secondary 
voltage and an average monthly demand of less than 1 OkW will be served under T arift S.G.S. 

Tariff Code 
Service Charge per Month 
Demand Charge per KW 
Energy Charge: 

KWH equal to 200 limes KW ot 

-215,216,218 
$4Me 19.50 
$ +£,4 2.05 

monthly billing demand 9:862¢ 10.072¢ 
KWH in excess of 200 times KW 
of monthly billing demand &.466¢ 8.639¢ 

MINIM! !M CHARGE 

SendCft lfoltage -217,220 
$-e&:e€1 50.00 

$+.59 1.99 

9;954¢ 9245rt 

6:008¢ 8270¢ 

Sltbtransmission 
236 

$18MS 364.00 
$ 4;55 1.96 

&.aS+¢ 8.538~ 

7;B&k8.018¢ 

This tariff is subject to a minimum charge equal to the sum of the service charge plus the demand charge multiplied by 6 
KW. The minimum monthly charge for lnduslrial and coal mining customers contrac!lng lor 3-phase service after October 
1, 1959 shall be $&.84 $ 8,55per KW of monthly billing demand. 

RECREATIONAl I IGHTJNG SERVICE PROVISION 

BAIE.. (TariHCode214) 
Service Charge 
Energy Charge 

$4Me $19.50 permonth 
-9-;994¢: 10.000¢ per KWH 

I OAD MANAGEMEtfl TIME-OE=QAY PROVISIONS (Tarrtl Code 223) 

Service Charge 
Energy Charge: 

$ 3:99 $ 3.85 per month 

All KWH used during on-peak billing period 
All KWH used during off-peak billing period 

~ 15.757¢ per KWH 
&.400e 5.491¢ per KWH 

TERM OF COtflRACJ 

The Company has revised this provision to indicate that contracts may be required of any customer taking service under 
this tarfff regardless of the level of normal maximum demand. 

.RAIE. (TariffCode229) 

Service Charge 
Energy Charge: 

TARIFF M.G.S.- T.O.D. 
{Medium General Service Tlme·d·Day) 

All KWH used during on-peak billing period 
All KWH used during otf-pee:k blUing period 

$--'14;00 $19.50permonth 

++:004¢ 15.757¢perKWH 
6:+89¢ 5.491¢ per KWH 

Tariff Code 
Service Charge per Month 
Demand Charge per KW 
Excess Reactive Charge per 'f:VA 
Energy Charge per KWH 

TARIFF L.G.S. 
(Large General Service} 

-240,242 
$85.00 
$+.625.03 
$3.46 
;z.;ze&¢ 8.056e 

Sendee Vnlla[Je 
E.r.irnar)1. $1Jblransmissjnn 
244,246 248 
$127.50 $-535;5G661.65 
$&894.89 $&.004.83 
$ 3.46 $3.46 
&.544¢ 6.851e +.942¢ 4.670¢ 

Trensmissioo 
250 

$5E!5:5a661.65 
$-B;T6 4.75 

$3.46 
4:644¢4.579¢ 
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I OAQ MANAGEMENT UME-OF:QAV pROVISION 

RAIE.. (TariffCode251) 
Service Charge 
Energy Charge: 

All KWH used during on-peak billing period 
All KWH used during off-peak billing period 

$ 8+.89 $85,00 per month 

42;9Ttt~; 13.164rt perKVIIH 
5;-HB¢ 5,471¢ peri<VIIH 

TARIFF L.G,S.- T.O.D. 
{Large General Service Time-of-Day) 

-Tariff Code 256 
Service Charge per Month $ 85.00 
Demand Charge per KW $ ti3+ 1020 
Excessive Reactive Charge per KV A $ 3.46 
On-Peak Energy Charge per KWH 9,ff8¢ 8.481¢ 
Off-Peak Energy Charge per KWH 4;44£¢ 4.533¢ 

Senljce Voltage 
E.ri.mar;i Snb!ransmissjon 
257 258 
$127.50 $5S5:5G661.65 
$+.5S 7.35 $6:241.08 
$3.46 $3.46 
7-:959¢8.187¢ 'fif!i!fJit, 8.098~ 
a:e&S¢ 4,411¢ ~ 4.374¢ 

TARIFF C.S.·l.R.P. 

Iransmissia!l 
259 

$ 5S5:5f} 661.65 
$ 9;t5 1.07 

$ 3.4<3 
T.e&S¢ 8.002¢ 
a;854¢ 4.334~ 

200 watts (22,000 lumens) 
400 watts (50,000 lumens) 

-2&£5 28.00 per lamp 
~ 30A5perlarnp 

*Effective June 29, 2010 and thereaHer these lamps are not available for new inslaJlaJions. 

TARIFFC.A.T.V. 
(Cable Television Pole Attachment) 

AVAU ABU JIV OFSfRVICE 

The Company mod/tied this provision to provide a definition for "attachment," 

Charge for attachmenLs on a two-user pole 
Charge for attachmenLs on a three-user pole 

$ 7.21 per~attachmentperyear 
$ 4.47 per~attachmentperyear 

The Company added a definflion of"twa-user pole' end "thre~user pole" to this provision. 

QF! AYEQ PAYMENT CHARGE 

The Company extended the payment due dale from 15to 30 days after the date of the b/11. 

pOl FSJ!B !FCTID ATTACHMENT 

(Contract Service -Interruptible Power) The Company extended the time for the Company to respond to applications tor pole usage from 21 to 45 days. 

AVAil ABiliTY OE SERVICE I !NAJ!IHORJZED AIDCHMENTS 

In accordance with the stipulation and Setllement Agreement in Case No. 2012·00578, the Company mod/tied this provi- The Company reserves the right to make periodic inspeclions for unauthorized use. 
sian to increase the total contract capacity for all ctJsiomers served under this tariff to 75,000 kW. 

RAIE.. (T arlit Code 321) 

In accordance with the Stipulation and Settlement Agreement in Case No. 2012-00518, the Company addod the fallowing 
to this provision: 

Credits under thfs tariff of $3.68/kW/month will be provided tor interruptible load thet qualifies under PJM's 
rules as capacity far the purpose ofthe Company's FRR obligation. 

TARIFFM.W. 
(Municipal Wate~orks) 

RAIE.. (Tariff Code 540} 

Service Charge 
Energy Charge: 

$ 22,90 per month 

All KVIIH Used Per Month ~8.601~perKWH 

M!NIM(!M CHARGE 

This tariff is subject to a minimum monthly charge equelto the sum of the service charge plus $+.+a $ 8.20 per KVA as 
determined from customer's total connected load. 

A. 

Tariff -
094 
113 
097 
103 
098 

093' 
os5· 

TARIFFO.L 
(Outdoor Lighting) 

OVERHEAD LIGHT!NG SERVICE 

1. High Pressure Sodium 
100 walls ( 9,500 Lumens} 
150 walls ( 16,000 Lumens} 
200 watts ( 22.000 Lumens} 
250 walls ( 28,000 Lumens} 
400 watts ( 50,000 Lumens) 

2. Mer1;ury Vapor 
175 watts ( 7,000 Lumens) 
400 wans ( 20,000 Lumens} 

$ &.T5 9.65 per lamp 
$ 9;99 10.95 per lamp 
$ *£9 13A5perlamp 
$ ~ 18.10perlamp 
$ 49.4-5 21.05per lamp 

$ -9;;15 10.75perlamp 
$4&.85 18.60perlamp 

Company will provide lamp, photo-electric relay control equipment, luminaries and upsweep arm not r.JVer 
six lee! in length, and will mount same on an existing pole carrying secondary circuits. 

B. POST-TOP LIGHTING SERVICE 

Tarill - 1. High Pressure Sodium 
100 walls (9,500 Lumens) 111 

122 
121 
120 
126 

150walls (t6,000 Lumens) 
100wallsShoeBox{ 9,500Lumens} 
250 watts Shoe Box { 28,000 Lumens) 
400 watts Shoe Box ( 50,000 Lumens} 

$-4&.-tG 14.45perlamp 
$ M:-4-5 23.70 per lamp 
$ ~ 33,50 per lamp 
$ 2+.00 50.05per !amp 
$27;99 44./0perlamp 

2. Mer1;ury Vapor 
099' 175 walls (7,000 Lumens) $ t+.2e 12.30 per !amp 

•Effective June 29, 2010 and thereafter these lamps are not evailable for new installaJions. 

Company will provide lamp, photo-electric relay control equipment, luminaries, post, and installaUon includ· 
ing underground wiring for a distance of thirty feet from the Company's existing secondary circuits. 

C, FLOOD LIGHTING SERVICE 

Tariff -107 
109 

1. 

2. 

High Pressure Sodium 
200 walls (22,000 Lumens) 
400 watts (50,000 Lumens) 

Metal Halide 
250 walls (20,500 Lumens) 
400 walls (36,000 Lumens) 
1000 wans (110,000 Lumens} 

$ t&.69 15.00 per lamp 
$ 48:8& 20.80 per lamp 

110 
116 
131 
130 
136 

250 wens Mongoose (19,000 Lumens) 
400 walls Mongoose (40,000 Lumens) 

$4B:EG 20.10perlamp 
$ ~ 26.60 per lamp 
$ 52£e67.35per lamp 
$ e+.oo 25.30 per lamp 
$ ~ 30,30 per lamp 

Company will provide lamp, photoelectrtc relay control equipment, luminaries, mounting bracket, and mount 
same on an existing pole carrying secondary cir1;u)Ls, 

When new or additional faciliUes, other than those specilied in Paragraphs A, B, and C, are to be installed by the Com· 
pany, tha customer in addltion to the monthly charges, shall pay in advance the installation cost (labor and material) of 
such additional facilities extending from the nearest or most suitable pole of the Company to the point designated by the 
customer for the lns!allation of said lamp, except that customer may, for the following facilities only, elect, in lieu of such 
payment of the installation cost to pay: 

Wood pole $~ 3.15permonth 
Overhead wire span not over 150 feet $ +.69 1.75per month 
Underground wire laieral not over 50 feet $ &.25 6.90 per month 

(Price includes pole riser and connections) 

TERM DE JNII!A! SERVICE 

The Company modified the tariff to provide that if early termination is requested, the customer w/!1 be blffed for the r~ 
mainder of the 12 month period. 

BAlE. (Tariff Code 528) 

A. 

TARIFF S.L. 
(Street Lighting) 

Overhead Service on Existing Distribution Poles 

1. High Pressure Sodium 
100wens(9,500iumens} $ 
150 walls (16,000 lumens) $ 
200 walls (22,000 lumens} $ 
400 walls (50,000 lumens) $ 

B. Service on New Wood Distribution Poles 

1. High Pressure Sodium 
100 watts ( 9,500 lumens) $ 
150 watts (16,000 lumens) $ 
200 watts ( 22,000 lumens) $ 
400 watts (50,000 lumens) $ 

C. Service on New MelaJ or Concrete Poles• 

1. High Pressure Sodium 
100 walls ( 9,500 lumens) 
150 watts (16,000 lumens) 

r.E5 8,05 per lamp 
&.ae 9.25 per lamp 

4tr.OO 11.45perlamp 
4&.9517.80 per lamp 

t&.E5 11.35perlarnp 
4+.49 f2.60perlarnp 
4B:45 14.60 per lamp 
4&45 20.45per lamp 

4&.99 20.95 per lamp 
4-M& 22.00 per lamp 

!NSl!RANCE 

The Company extended the time for written notice of any cancellation of or material change in a customer's policy by 
its insurance carrier. Notice must now be provided by the carrier 30 days, instead of 15 days, prior to the revision or 
cancellation, 

CHARGES ANQ FEES 

The Company clarified thai the charges under this tatiff are based on the number of attachments and are to be paid an
nually, nat semi-annually. 

ADVANCE en 1 lNG 

In the event the tfme for any payment Is not specified, such payment shal/ be due 30 days, instead of 15 days, from the 
date of the invoice, 

DEEA! II I DR NON-COMp! lANCE 

The Company clarified that the remedies identified In this provision were in addition to ail ather remedfes available in the 
tariff. 

TARIFF COGENISPP I 
(Cogeneration and/or Small Power Production -100kW or Less) 

ADDITIONAl CHARGES 

There shall be additional charges to cover the cost of special metering, safety equipment and other local facilities installed 
by the Company due to COGENISPP !acUities, as follows: 

Mpnthty Metering Charge 

The additional monthly charge lor special metering facilities shall be es follows: 

Option 1 • Not Applicable. 
V;'loere Ute custar ter llaes Ml soH eleetrieil) to !loa Soff',ear), a llelenl sl all be ~sed 011 Ute 
er arm r tater to ~reoerl teoe se rotation. fhe cost ol s~elt R eler e!terat'er slteH be ~aid b~ 
tite et!sletiiet as ~afl: el ~;e Leeal Faeiliiies SLet!JC. 

Options 2 & 3- Where meters are used lo measure the excess or tote! energy and average on-peak capac 
ity purchased by the Company: 

Standard Measurement 
T.O.D. Measurement 

Single Phase 
$ ..,.$ 8.50 
$ht5$9.05 

Polyphase 
$i\T5 $11.10 
$!H<l $ 11.40 

The Company eliminated the requirement that the customer Install and pay a monthly facilil/es charge for a detent under 
Option 1. 

MDNTHl y CREDITS DR PAYMENTS EDR ENERGY AND CApACITY DEliVERIES 

Enemy Credjt 

The following credits or paymenLs from the Company to the customer shall apply for the alectrical energy 
delivered to the Company: 

Capar;Jty CredJ! 

Standard Meter· All KWH 
T.O.D. Meter 

On-Peak KWH 
Off-Peak KWH 

2:00¢ 3, 79~ KWH 

&.66¢ 4.64¢ KWH 
2:-rB¢ 3.18¢ KWH 

If the customer contracLs to deliver or produce a specified excess or total average capactty during the 
monthly billing period (monthly contract capacity), or a specified excess or total average capacity during 
the on-peak monthly bi!Jing period (on-peak contract capacity), then the following capacity credils or pay 
mentfrom the Company to the customer shall apply: 

If standard energy meters are used, 

A. $ r.84 3.70 KW/month, times the lowest of: 

(1) monthly contract capacity, or 

(2) current month metered average capacity, i.e., KVIIH delivered to the 
Company or produced by COGENISPP facilities divided by 730, or 

(3} lowest average capactty metered during the previous two months if 
less than monthly contract capacity. 

If T.O.D. energy meters are used, 

B. $6:82 8.87 KW/month, times the lowest of: 

(1) on-peak contract capacity, or 

(2) current month on-peak metered averege capacity, i.e,, on-peak KWH 
delivered to the Company or produced by COGEN!SPP facimies 
divided bya211, 305 or 

(3) lowest on-peak average capacity metered during tha previous two 
months, II less than on-peak contracl capacity. 

The above energy and capacity credit rates are subject to revisions from time to time as epproved by the 
Commission. 

TARIFF COGENISPP II 
(Cogeneration and/or Small Power Production- OVer tOOkW) 

AQDIDDNA! CHARGES 

There shall be additional charges lo cover the cost of special metering, safety equipment and other local facilities installed 
by the Company due to COGEN!SPP lacll~ies, as follows: 

Mpnth!y Metering Charge 

The additional monthly charge lor special metering facilities shall be as follows: 

Option 1 - Nat AppUcable. 
W,';ere the e~slat; er llaes 1101 sell eleetriei4) te t~e Sen ~afl'j, e ele!eJ;tsliall be ~seller tfe 
e~e@ meler 4e ~reoerl reoerse retalie 1, file eesl of StieR lileler e!terafen shaH be ~aid b) 
lite edstomer as ~el't ef E;e Leeal Facilities Sl:a §c. 

OpUons 2 & 3- Where meters are used to measure the excess or total energy and avarage on peak capac 
ity purchased by the Company: 

Standard Measurement 
T.O.D. Measurement 

Single Phase 

$-GaS 8.50 
$ :t:-45 9.05 

Polyphase 

$-m511.10 
$ &.4fl11.40 

The Company eliminated the requirement that the wstomer inslalf and pay a monthly tadlitles charge for a detent under 
Option 1. 
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MONTH! V CREDIT$ OR pAYMENT$ FOR ENERG'{ AND CAPACITY QEI!YERIES 

Energy Credit 

The toUowing credlts or payments from the Company to the customer shall apply for the electrical energy 
delivered to the Company: 

Standard Meter- All KWH 2;99¢ 3.79~ KWH 

T.O.D. Meter 
On-Peak KWH 
011-PeakKWH 

&96¢ 4.64¢ KWH 
&t!l~t 3.18¢KWH 

Capacity Credit 

If the customer conlracls to deliver or produce a specified excess or total average capacity during the 
monthly billing period (monthly centract capacity), or a specified excess or lo!al average capacity during 
the on-peak monthly billing period (on-peak rontract capacity), then the following capacity credits or pay· 
ment from the Company to the customer shall epply: 

If standerd energy meters are used, 

A. 

{1) 

{2) 

{3) 

$e:a4 3.70/KWI month, times the lowest of: 

monthly contract capacity, or 

current month metered evera£e capacity, i.e., KWH delivered to the Company or 
produced by COGENISPP facilities divided by 730, or 

lowest average capactty metered during the previous two months if less than 
monthly contract capaoity, 

If T.O.D. energy meters are used, 

B. 

{1) 

{2) 

{3) 

$&.BE 8.87/KW/month, times the lowest of: 

on-peak centract capacity, or 

current month on-peak metered average capacity, i.e., on-peak KWH deHvered to 
the Company or produced by COGENISPP faoil~ies divided by ;zoo 305, or 

lowest on-peak average capacity metered during the previous two months, if less 
than on-peak contract capacity. 

The above energy and capacity credit ratas are subject to revisions from time to time as approved by the 
Commission. 

TARlFFS.S,C, 
(System Sales Clause) 

The Company has modified this provision to eflmfnate the Interim System Sales Adjustment Factor that was authorlzod 
by the Commission in Case No. 2012-00578. 

The Company has further modified this provision to address termination of the AEP East Interconnection Agreement: 

2. The net revenue from KPCo's sales to non-associated companies as reported in the FERC 
Energy Regulatory Commission's Uniform System of Accounts under Account 447, Sales for 
Resale, shall consist ot and be derived as follows: 

a, KPCo's total revenues from system sales as recorded in Account 447, less b. and c. below. 

b. KPCo's total out-of-pocket costs incurred in supplying the power and energy for the sales in 
a. above. 

The out-of-pocket costs include all operating, maintenance, Lax, transmission losses and other 
expenses that would not have been Incurred if the power and energy had not been supplied 
for such sales, including demand and energy charges for power and energy supplied by Third 
Parties. 

c. KPCo's environmental cosls allocated to non-associated utilities in the Company's Environ
mental Surcharge Report. 

3. The base monthly net revenues from system sales are as follows: 

AVA] I ABiliTY OF SERVICE 

Billing 
Mlllllll 

January 
February 

"""h April 
May 
June 
July 
August 
September 
October 
November 
December 

TARIFF T.S. 
(Temporary Service) 

System Sales 
[otal Company Basisl 

$52&.SBS -----------l4fifAAiiAA 

1,560,360 
1,335,811 
1,296,845 
1,152,503 
1,170,480 
1,106,499 
1,322,384 
1,031,319 
1,038,816 
1,088,125 
1,123,099 = $14299%4 

The Company clarified that residential customers taking service under this tariff will receive 100 amp seJVice and that all 
other customer classes will be supplied at the voltage levels applicable to that customer class. 

The Company has added a new Tan'ff Code (Tariff Code 019) tor customers receiving tempomry service, 

The Company modified this provision to Indicate that temporary serdce is available tor an initial term of 180 days and a 
90 day extension in the Company's discretion. 

TARIFF D.S.M,C, 
(Demand-Side Management Adjustment Clause) 

Tha Company submilled proposed revis.fons to its demand side management programs to the Commission in Case No. 
2014-00271. Upon a final order in that case, the Company will make any neceSSEJry revisions to this tariff pursuant to 
the Commission's orrfer. 

TARIFF N.U.G. 
(Non-Uttuty Generator) 

8, 

Where: 

"REVTotar' is the total revenue billed during the most recently available 12 month period. 

"REVIGS" is the total JGS customer class revenue billed during the most recently available 12 month 
period. 

"REV All Other'' is the revenue billed from all other customer classes during the most recently available 12 
month period. 

"kWhiGS" is the IGS customer class total kWh billed during the most recenl!y available 12 month period. 

"kWhAII Other" is the total kWh billed to ell customer classes other than IGS during the most recenl!y avall
able 12 month period. 

'REVbilled" is the total capactty charge revenue billed during the most recently available 12 month period, 

'REVsettlement" is the $6.2 million amount authorized to be billed during the 12 month period. 

'REVdrtf' Is the difference between capacity charge revenues billed and what the Company is authorized to 
collect in a 12 month period. 

''REV authorized" is the capacity charge amount to be billed over the upcoming 12 month period. 

The annual Capacity Charge Adjustment shall be filed with the Commission ten (10) days before it is 
scheduled to go into effect, along with all necessary supporting data to justity the amount of the adjust
ments, which shall include data and information as may be required by the Commission. 

Copies of all documents required to be ftled with the Commission shall be open and made available lor 
public inspection at the office of the Public Service Commission pursuant to the provisions of KRS 61.870 
to 61.884. 

TARIFF E,S, 
(Environmental Surcharge) 

The Company has modified this provision Ia eliminate the inten'm Environmental Surcharge Factor that was authorized 
by the Commission in Case No. 2012·00578 and to provide for the recovery of costs associated with /he Mitchetl flue 
gas desulfurization unillhroogh the Environmental Sumharge In e:ccorriance with !he Commission's Order in Case No. 
2012-00578. 

2.9:- Base Period Revenue Requirement, BRR 

BRR The Following Monthly Amounls: 

Base Net 
llllli1lli:.MJl Envjmnmenta] Costs 

JANUARY $ 6;99+;1£a $ 2,750,919 
FEBRUARY - $ 2,738,884 
MARCH - $ 2,851,531 
APRIL - $ 2,909,965 
MAY - $ 2,897_.250 
JUNE - $ 2,835,973 
JULY - $ 3,567,401 
AUGUST - $ 3,319,549 
SEPTEMBER - $ 3,378,515 
OCTOBER - $ 3,097,929 
NOVEMBER ~ $ 2,994,579 
DECEMBER - $ 2.9EB.16Jl 

~- $3f!$lf1Jj{jf). 

The Company has revised the formula tor calculating the Current Period Revenue Requirement as shown below. 

3, 4. Current Period Revenue Requirement, CRR 

CRR=[((RBKP(c ))(RORKP(c))l12) + OEKP(c) + [((RBIM(c)) (RORIM(c ))/12) -1- OEIM(c )] (.15)- AS] 

Where: 
RBKP[C) • 

RORKP(C) = 

OEKP{C) 

RBIM{C) 

RORIM{C) 

OEIM{C) 

AS 

Environmental Compliance Rate Base lor~-Mitchel!. 

Annual Rate of Return on ~Mitchell Rate Base; 
Annual Rate divided by 12 to restate to a Monthly Rate of Return. 

Monthly Pollution Conlrol Operating Expenses lor~. Mitchell. 

Errvironmental Compliance Rate Base lor Rockport. 

Annual Rate of Return on Rockport Rate Base; 
Annual Rate divided by 12 to restate to a Monthly Rate of Return. 

Monthly Pollution Conlrol Operating Expenses for Rockport. 

Net proceeds from the sale of Title IV and CSAPR S02 emission 
allowances, ERGs, and NOx emission allowances, reffected in the 
month of receipt. fhe.S90 ellena~ee seles em be !rem either EPA 
litiC!iOi!S 01 liJC AEP ]Ric!' 11 Alle,;a::ec Ag eer e:tl AlleeatieRS. 

"KP(C)' identifies components from the~ Mtlche/1 Units-Current Period, and "IM(C)" Identifies components from 
the Indiana Michigan Power Company's Rockport Unils- Current Period. 

The Rate Base lor both Kentucky Power and Rockport should reflect the current costs associated with the 1997 Plan, 
and the 2063 Plan, the 2005 Plan, the 2007 Plan and the 2014 Plan. The Rate Base lor Kentucky Power should also 
include a cash working capital allowance based on the 1/B formula approach, due to the inclusion of Kentucky Power's 
aocounts receivable financlng in the capital structure and weighted average cost of capital. The Operating Expenses for 
both Kentucky Power and Rockport should reflect the current operatlng expenses associated with the jg97 Plan, the 
2003 Plan, the 2005 Plan, ftftd the 2007 Plan, and the 2014 Plan. 

The Rate of Return for Kentucky Power is*-5G% 10.62% rate of return on equity as authorized by the Commission Jn Its 
C~~e 29,2919 Order Dated XXXXXXXXXin Case No. 2014-00396 2889 99159 al ~a!Je 6. 

The Rate of Return lor Rockport should reflect the requirements of the Rockport Unit Power Agreement. 

Net Proceeds from the sale of emission allowances and ERGs that reflect net gains will be a reduction to the Current 
Period Revenue Requirement, while net losses wlll be an increase. 

The Current Period Revenue Requirement will reflect the balances and expenses as of the Expense Month of the filing. 

The Company has also revised the Revenue flJiocation and Environmerr/al Surcharge Factors as follows as l1111horized 
by the Commission in Case No. 2012-00578. 

4. Revenue Alloca~on 

Residential Allocation RA(m) 

All Other Allocation OA(m) 

KV Res!Wm!Jal Rernil Revenue RR(bl 
KY Retail Revenue R(b) 

KY All Other Classes Retail RfNftD)Ift ORib) 

KY Retail Revenue R(b) 

Changes were marie to remove the monthly transmission and dlstnbution rates table. Genersiion, transmission, and Where: ~ 
distrfblllion rates Wt11 be included in the customer contract. (m) "'the expense month 

(b)= most recant calendar year revenues 
TARJFFN.M.S. 

(Net Metering Service) 5. Environmental Surcharge Factor 

Changes were made to update the contact information tor cusJomers wfshing to participate in net metering services. 

TARIFFC,C, 
(Capacity Charge) 

Energy Charge per KWH per month $ &.aa&Si!G 0.001182 $ B:OO!l66:r 0,000659 

RATE CAl C] U ATION 

The Company further added a provision to allow the Company to adjust the capacity charge annually: 

7. The capaoity charge wfll be adjusted annually to recover amounts authorized by the Commission. 

The annual adjustment shall be determined as follows: 

A. 

B. 

c. 

Calculate the revenue over I under collection for the previous 12 month period, REVbilled
REVsettlement = REVdiH 
Calculate the revenue requirement for the upcoming 12 month period, REVsettlement T 

REVdiff = REVauthorized 
Calculate Capacity Charge Rates for the upcoming 12 month period, 

REV authorized x (REVJGS I REVTotal) 
IGS Capacity Charge " 

kWhiGS 

REVauthortzed x (REV All Other I REVTotaJ) 
All Other Capacity Charge= 

kWhAJI Other 

Where: 

Residential Monthly EllV':ronmental Surcharge Factor NeJ \('{ Bela» Elm\ • RA!ml 
KYRR(m) 

All Other Monthly Environmental Sumharge Factor Net KY Retai! E(m) • AQ/ml 
KY OR(m)- KY OF(m) 

Net KY Retail E(m) Monthly E(m) allocated to Kentucky Retail Customers, net of Over/ 
(Under) Recovery Adjustment; Allocation based on Percentage 
of Kentucky Retail Revenues to Total Company Revenues in the 
Expense Month, 

(For purposes ofthis formula, Total Company Revenues do not 
include Non ·Physical Revenues.) 

RR(m) =Kentucky Residential Retail Revenues for the Expense Month. 

OR(m) =Kentucky All Other Classes Retail Revenues for the Expense Month 

OF(m) "'Kentucky All Other Classes Fuel Revenues for the Expense Month 

The Company also made changes to the list of projects for which Kentucky Power can recover Its costs through this tariff 
as a result of the termination of the Pool Agreement, changes in environmental regulations, and the Commission's Order 
in Case No. 2012·00578 to remove references to environmental projects at generating facl/flfes that Kerr/ucky Power does 
not own or with which it does not have a long-term contract, to add allowances necessary for compliance with the Cross 
State Air Pollution Rule, to add projects consistent with the Companys ownership of an undivided 50% interest In the 
Mitchell Generating Station, and to remove projec!s at the Big Sandy Plant. 
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RIDERA.F.S. 
(Alternate Feed Service Rider) 

Existing AFS customers, who receive basic service at primary voltage and are set'led via a Company·owned transfer 
switch and control module, may elect for the Company to continue ownership of the transfer switch. When the Company· 
owned transfer switch and/or control module requires replacement, and the customer desires to continue the AFS, the 
customer shall pay the Company the total cost to replace such equipment which shall be grossed up for federal and state 
taxes, assessment leas and gross receipts taxes. In add~ion, the customer shall pay a monthly rnle of $offi:5il $1425for 
the Company to annually test the transfer switch/control module and the customer shall reimburse the Company for the 
actual costs Involved in maintaining the Company·owned transfer switch and control module. 

MONTH] y AFS CAPACITY Rf$ERVAUON DEMANQ QHARGE 

The Monthly AFS Capacity Reservation Dam and Charge for the reservation of distribution statlon and primary lines is 
$+.84 $625 per kW. 

TARIFF P.P.A. 
{Purchase Power Adjustment) 

The Company modified the tariff provision and the monthly rate formula to allow the Company to recover the fu/1 C05I. of 
purchased power unre/eted to forced generation or transmission outages: 

2. The net costs of any power purchased shall exclude costs recovered through the Fuel Adjustment Clause and shall 
be computed as the sum of the following items: 

a. PPA(m) "'The cost ot power purchased by the Company through new Pumhase Power Agreements 
(PP.A.s). All naw PPAs shall be approved by the Commission to the extent required by KRS 278.300. 

b. RP(m) "'The cost of fuel related substitute generation Jess the cost of fuel which would have been 
used in plan Is suffering forced generation or transmission outages. 

c. PE(m)= The cost of power purchased unreli!ledto forced genemfion or transmission outages that are 
calculated In acr;orcJll[lce with the peaking unit equivalent methodology. 

d. CSIRP(m) =The cost of any cradlts provided to customers under Tariff C.S.-I.R.P. for interruptible 
service. 

Monthly P(m)"' PPA(m) + RP(m)+PE(m) + CSIRP(m) 

I ARIFF A. T .R. 
(Asset TranSfer Rider) 

The Company modified this provision to clarity thi!l this rider will remain In effoot u/71//the Company recovers during the 
yeJJJ new base rates are set the pro rata share of the $44 million annual revenue requirement under Tan7f A. T.R. The 
Company has updated the descriptive language In each customer class tariff where the Tariff A. T.R. applies. 

TARIFFE.D.R. 
(Economic Development Rider) 

The Company submifled the proposed Economic Development Rider to the Commission far !Is approval in Case No. 
2014-110338, Upon e final order In thet case, the Company will make any necessary revisions to this tariff pursuant to 
the Commission's order. 

NEW TARIFFS 

Kentucky Power is proposing the following new tariffs. For each customer class tariff where these new tariffs apply, 
language has been added to idenlify their applicability. 

AVAil ABiliTY OF SERVICE 

TARIFFI.G,S. 
(Industrial General Service) 

Available forcommemial and industrial customern with contract demands of at least 1,000 KW. Customers shall contract 

in compliance with the Capacity Charge Tariff contained In Sheet No. 28·1 through 28·2 of this Tariff Schedule. 

p.!M RIDER 

Bills computed according to the rates set forth herein will be increased or decreased by a PJM Rider per kW and/or kWh 
calculated in compliance with !he PJM Rider contained in Sheet Nos. 24·1 through 24·3 otthls Tariff Schedule. 

KENT! ICKY ECONOMIC DAfEI 0PMENT$[JRCHARGE 

Applicable to all customers. Bills computed according to the rates set forth herein shall be increased by s KEDS charge 
ot $0.15 per month and shall be shown on the customers' bills as a separate line item. The KEDS charge will be applied 
to all customer elecl!ic bills rendered during the billing cycles commencing July 2015 and continue until otherwise directed 
by the Public Service Commission. 

HOME ENERGY ASSISTANCE pROGRAM (HEAP) CHARGE 

Applicable to all residential customers. Bills computed according to the rates sst forth herein shall be increased by a 
HEAP charge of 15¢ per meter per month and shall be shown on the residential customers bill as a separate line item. 
The Home Energy Asslstance Program charge will be applied to all residential electric bills rendered during the billing 
cycles commencing July 2010 and continue unm otherwise directed by the Public Service Commission. 

NERC COMp! lANCE AND GYBERSEGJJRJTY RIDER 

Bills computed according to the rates set forth herein will be increased or decreased by a NERC Compliance and Cyber
security Rider Adjustment Factor per kW andlor kWh calculated in compliance with the NERC Compliance Cybersecurity 
Rider contained in Sheet Nos. 40·1 through 40·3 of this Tariff Schedule, 

DEl AVED PAYMENT CHARGE 

Bills underthls tariff are due and peyable w~hin fifteen (15) days of the mailing date. On all accounts not psid in full by the 
next billing date, an additional charge of 5% of the unpsid portion will be made. 

METERED yo1 TAGE 

The rates set forth in this tariff are based upon the delivery and measurement of energy at the same voltage, thus 
meesurement will be made at or compensated to the delivery voltage. At the sole discretion of the Company, such com· 
pensation may be achieved through the use of loss compensating equipment, the use of formulas to calculate losses or 
the application of multipliers to the metered quanfitles. In such cases, the metered KWH and KVA values will be adjusted 
for billing purposes. If the Company elects to adjust KWH and KW based on multipliers, the adjustment shall be in ac· 
cordance with the following: 

(1) Measurements taken at the Iow·side of a Customer-owned transformer will be multiplied by 1.01. 
{2) Measurements taken at the high-side of a Company-<Jwned transformer will be multiplied by 0.98. 

MONTH! y Rl! liNG DEMAND 

The monthly on·peak and off·peak billing demands in KW shall be taken each month as the highest single 15·minute 
integrated peak in KW as registered by a demand meter during the on-peak and off-peak billing periods, respectively. 

The reactive demand in KVARs shall be taken each month as the highest single 15-minute integrated peak in KVARs as 
registered during the month by a demand meter or indicator. 

TERM OF CONmAcr 

Contracts under this tariff will be made tor an initial period of not less than two years and shall remain in sHeet thereafter 
until either party shall give a! least 12 months' written notice to the other of the intention to terminate the contract. The 
Company reserves the right to require initial contracts for periods greater than two years. 

A new initial contract period w'1ll not be required for existing customers who change their contract requiremenls a tier the 
original initial period unless new or additional facilities are required, 

CONTRACT CAPACITY 

The Customer shall set forth the amount of oapaclty contracted for (''the contract capacity') in an amount equal to or 
graaterthan 1,000 KW in multiplies of 100 KW. The Company is not required to supply capacity In excess of such contract 
capacity exceptw~h express wriTten consent of the Company. 

lor a definite amount of electricaJ capacity in kilowatts, which shall be sufficient to meet normal maximum requirements. SPECIAl JFRM$ ANQ CQNQJTIONS 

BAlE. 

~ -Tariff Code 356 358/370 
Service Charge per month $276.00 $276.00 
Demand Charge per KW 
at monthly on·peak billing 

demand $ 20.69 17.46 
Of monthly off·peak 

billing demand $ 1.13 1.10 
Energy Charge per KWH 3.398¢ 3.279¢ 

Reactive Demand Charge for each kilovar of maximum 
leading or Jagging reactive demand in excess of 
50 pement of the KW of monthly metered demand 

Service Voltage 
Srrbtraosmission 

359!371 
$794.00 

$ 10.74 

$ 1.08 
3.242¢: 

$0.69/ KVAR 

360/372 
$ 1,353,00 

10.45 

1.07 
3.204¢ 

For the purpose of this tariff, the on-peak billing period is defined as 7:00AM to 9:00PM for all weekdays, 
Monday through Friday. The off·peak billing period is defined as 9:00PM to 7:00AM for all weekdays and 
all hours of Saturday and Sunday. 

M!NIM]JM QEMANQ CHARGE 

The minimum demand charge shall be equal to the minimum billing demand times the following minimum demand rates: 

~ 
$22.06/KW -$18.80/KW 

S'rbtransmlsslon 
$12.07/KW 

Transmission 
$11.76/KW 

The minimum billing demand shall be the greater of 60% of the contract capacity set forth on the contract lor electric 

This tariff is subject to the Company's Terms and Conditions of Service, 

This tariff is available for resale service to mining end industrial Customers who furnish service to Customer·owned camps 
or villages where living quarters are rented to employees and where the Customer purchases power at a single point for 
both the power end camp requirements, 

This tariff ls also available to Customers having other sources of energy supply, but who desire to pumhase standby or 
back.·up electric service from the Company. Where such conditions sxlst the Customer shell contract for the maximum 
amount of demand in KW which the Company might be required to furnish, but not less than 1,000 1\'N. The Company 
shall not be obligated to supply demands in excess ofthat contracted capaclty. Where service Is supplied under the provi· 
sions of this paragraph, the billing demand each month shall be the highest determined for the current and previous two 
billing periods; and the minimum charge shall be as set forth under paragraph "Minimum Charge" above. 

A Customets plant is considered as one or more bu'!lcfmgs, which are served by a single electrical distribution system 
provided and operated by the Customer. When the size of the Customer's load necessitates the delivery of energy to 
the Customer's plant over more than one circuit, the Company may elect to connect its circuits to different points on the 
Customer's system irrespective of contrary provisions in Terms and Conditions of Service, 

Customer with PURPA Section 210 qualifying cogeneration and/or small power production facilities shall take service 
under Tariff COGENISPP ll or by special agreement with the Company. 

APPI !CAB! E· 

TARIFF P.J.M.R. 
(PJM Rider) 

To Tariffs R.S .. R.S,·l.M.·T.O.D., R.S.·T.O.D., Experimental R.S.·T.O.D. 2, S.G.S., S.G.S.·T.O.D., M.G.S., M.G.S.· 
T.O.D., L.G.S., L.G.S.·T.O.D., I.G.S., C.S.·I.R.P., M.W., O.L., and S.L. 

service or 60% of the highest billing demand, on·peak or off·peak, recorded during the previous eleven months. RAIES.;. (Taritf Code 390) 

MINIM] !M CHARGE, 

This tatlff Is subject to a minimum charge equal to the Service Charge plus the Minimum Demand Charge. 

E! !EI AQ,J! !$TMENT Cl AI ISE 

Bllls computad accordingto the rates set forth here'tn w'~l be 'Increased or decreased by a Fuel Adjustment FaotorperKWH 
calculated in compliance with the Fuel Adjustment Clause contain ad in Sheet Nos, 5·1 and 5·2 of this Terrtf Schedule. 

SYSJFM $AI ES Cl AI !SF 

Bills computed according to the rates set forth herein will be increased or decreased by a System Sales Factor per KWH 
calculated in compliance with the System Sales Clause contained in Sheet Nos. 19·1 and 19·2 of this Tariff Schedule. 

QEMANMjiDE MANAGEMENT AQ.IIISTMENT Gl Aj 1$E 

Bills computed according to the rates set forth herein will be increased or decreased by a Demand·Side Management 
Adjustment Clause Factor per KWH calculated in compliance with the Demand·Side Management Adjustment Clause 
contained in Sheet N:ls. 22-1 through 22-13 of this Tariff Schecltle, unless the custlmer ls an industrlalwtn ha5 elected 
to opt-out in accordance with the terms pursuant to the Commission's Order in Case No. 95·427. 

ASSET mANSfER RmfR 

Bills computed according to the rates set forth herein will be Increased or decreased by an Asset Transfer Adjustment 
Factor based on a percent of ravenue in compiTance w~h the .Asset Transfer Rider contained in Sheet No. 36-1 through 
36·2 of this Tariff Schedule. The Asset Transfer Adjustment Factor will be applied to bills until such time as the pro rata 
amount {computed on a 365-day annual basis) authorized to be recovered via Tariff A.T.R. in the Stipulation and SeHie· 
men! Agreement, approved as modified by the Commission by its order dated October 7, 2013 in Case No. 2012·00578, 
has been recovered. 

RIG SANQY RETIREMENT RIDER 

Bills computed accmding to the rates set forth herein will be increased or decreased bye Big Sandy Retirement Rider 
Adjustment Factor based on a percent of revenue in compliance with the Big Sandy Retirement Rider contained in Sheet 
No. 38·1 through 38·2 of this Tariff Schedule. 

BIG SANQY I OpERATION RIDER 

Bills computed acoording to the rates set forth herein will be increased or decreased by a Big Sandy 1 Operation Ridar 
Adjustment Factor perkW andlor kWh calculated in compliance with the Big Sandy 1 Operation Rider contained in Sheet 
Nos, 39·1 through 39·2 of this Tariff Schedule. 

P!JRCHASE POWER AQ.!!!STMENT 

Bills computed according to the rates set forth herein will be increased or decreased by a Purchase Power Adjustment 
Factor based on a percent of revenue in compliance with the Purchase Power Adjustment contalned in Sheet No, 35·1 
of thls Tariff Schedule. 

ENY!RONMENTAJ Sl JRCHARGE 

Bills computed according to the rates set forth herein will be increased or decreased by an Environmental Surcharge 
adjustment based on a percent of revenue In compliance with the Environmental Surcharge contained in Sheet Nos. 
29·1through 29...5 of the Tarrtf Schedule. 

CAPACITY CHARGE 

Bills computed accordinR to the rates set forth herein will be increased bv a Capacity CharQe Factor per 1\'NH calculated 

R.S., R.S.·L.M.·T.O.D., R.S.·T.O.D., and Experimental R.S.·T.O.D, 2 
S.G.S. and S.G.S.·T.O.D. 

0,0000 
0.0000 
0,0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 
0.0000 

M.G.S. 0,00 
M.G.S. Recreational Ughting, M.G.S.·LM.-T.O.D., and M.G.S.·T.O.D, 
L.G.S.and L,G,S.·T.O.D, 0.00 

0.00 
0.00 

L.G.S,·l.M,· T .O.D. 
I.G.S. and C.S.-I.R.P 
M.W. 
O,L, 
S.L. 

The kWh adjustment factor as calculated above will be applied to all billing kilowall·hours for those !aritf classes listed 
above. The kW adjustment factor as calculated above will be applied to all on·peak and minimum billing demand kW for 
the MGS, LGS and !GS tariff classes. 

The PJM Rider adjustment factor shall be modified annually to reflect the difference between the approved base level of 
PJM charges and credits and the PJM charges and cred~s actually experienced 

The PJM Rider adjustment factor shall be determined as follows: 

Where: 

For all tariff classes without demand billing: 

PJME x (BE Class /BETo!al) + PJMD x {CPCJass /CPTotal) 
kWh Adjustment Factor = 

BECiass 

kW Adjustment Factor "' 

For all tariff classes with demand billing: 

PJME X (BE Class IBETotal) 
kWh Adjustment Factor = 

BEC!ass 

PJMD X (CPCiass /CPTotal) 
kW Adjustment Factor 

i. 

2. 

3. 

4. 

5. 

BDClass 

"PJMD" is the actuel {ove0/under recovery of annual retall PJM demand·related net costs; 
calculated by comparing the amount of PJM demand·related net costs in base rates to those 
retail PJM demand·related net costs actually Incurred during the review period. 

"PJME" Is the actual {over)/under recovery of annual retail PJM energy·related net costs; 
calculated by comparing the amount ot PJM energy·related net costs in base rates to those 
retall PJM energy·related net costs actually incurred during the review period. 

"BEC!ass" Is the historic annual retail jurisdictional billing kWh for each tariff class for the cur· 
rent year. 

"BDCiass" Is the historic annual retail jurisdictional billing kW for eech applicable tariff class for 
the current year. 

'CPCiass" is the coincident peak demand for each tarrtf class estimated as follows: 
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Iarifi.Qiass 
[1) 

BEGiass 
[2) 

CPtkWh Ratip 
[3) 

R.S., R.S.-L.M.·T,O.D., R.S.·T,O.D .. and 
Experimental R.S.·T.O.D. 2 0.0236060% 

0.0163937% 
0.0177002% 

S.G.S. and S.G.S.·T.O.D. 
M.G.S. 
M.G.S. Recreational Lighting, 
M.G.S,·l.M.-T.O.D., and M.G.S.-T.O.D. 
L.G.S. and L.G.S.-T.O.D. 
L.G.S.·LM.·T.O.D. 

o.omoo2% 
0.0169381% 
0.0169381% 
0,0130626% 
0,0134057% 
0.0009431% 
0.0009890% 

I.G.S. and C.S.·I.R.P 
M.W. 
O.L. 
S.L. 

BETotal CPTotal 

6, "BETotal' Is the sum ol the BEG lass for all tariff classes. 

7. "CPTotal" Is the sum of the CPCiass for all taiitf classes, 

The adjustment factor as computed above shall be further modified to allow the recovery of Uncollectible Aoo:llmls 
Expense of 0,3% and the KPSC Mruntenance Fee of 0,1952% and other similar revenue based taxes or assessments 
occasioned by the PJM Rider adjustment revenues. 

The annual PJM Rider shaJI be flied wtth the Commission ten (10} days before it is scheduled to go into effect, along with 
aJI necessary supporting data to justify the amount olthe adjustments, which'shall include data and lnrormation as may 
be required by tha Commission. 

Copies of all documents required to be filed with the Commission shall be open and made available for public inspection 
at the office of the Public Service Commission pursuant to the provisions of KRS 6t.870 to 6t.884. 

RIDER B.S,R.R. 
(Big Sandy Retirement Rider) 

App! !CAS! E, 

To Tariffs R.S., R.S.-L.M.-T.O.D., R.S.-T.O.D., Experimental R.S.-T.O.D.2, S.G,S., S.G.S.·T.O.D., M.G.S .. M.G.S.· 
T.O.D., L.G.S., L.G.S.·T.O,D., J.G.S., C.S.- l.R.P., M.W., O.L., and S.L. 

1. Purnuantto the final order of the Kentucky Public Service Commission in Case No, 2012-00578 and 
the Stipulation and Settlement Agreement dated July 2, 2013 as filed and approved by the Commission, 
Kentucky Power Company is to recover from retail ratepayers the coal-related retirement cosls of Big 
Sandy Unit 1, the retirement cosls of Big Sandy Unit2 and other s~e-related retirement cosls that will 
not continue in use on a levelized basis, including a weighted average cost of capital (WACC) carrying 
cost over a 25 year period beginning when new base rates are set lor the Company that '1nclude M1tchell 
Units 1 and 2. The term 'Retirement Costs" as used in this agreement are defined as and shall include 
the net book value, materials and supplies that cannot be used economically aJ other plants owned by 
Kentucky Power, and removal costs and salvage credits, net of related ADlT. Related AD IT shall include 
the tax benefits from tax abandonment losses. 

2. The allocation of the levelized revenue requirement (LRR) between residential and aU other customers 
shall be based upon their respecttve contribution to total retail revenues lor the most recent calendar 
twelve month period, according to the following formula: 

Residentiel Allocation RA(m) LRR{m) x KY Resjdentla! Retan Revenne RR(h) 
KY Retail Revenue R{b) 

All Other Allocation OA{m) LRR{m) x KY All Other Classes Retail Revemte OR(h) 
KY Retail Revenue R(b) 

Where: 
(m) =the expense month; 

{b)= Most recent available twelve calendar-month period ended December 31. 

3. The Residential Asset Transfer Adjustment shall provide for monthly adjustmenls based on a percent of 
total revenues, according to the following formula: 

ResidenUal Asset Transfer Adjustment Factor Net Monthly ResirlenUal Allocatjpo NRAim) 
Res'1danf1al Reta:11 Revenue RR(m) 

Where: 
Net Monthly Residential Allocation NRA(m) 

Residential Retail Revenue RR(m} 

Monthly Residential Allocation RA(m), net of 
Overf(Under) Recovery Adjustment; 

Monthly Retail Revenue for all KY residential classes 
for the expense month (m). 

4, The Ali Other Classes Asset T ranster Adjustment shall provide tor monthly adjustments based on a 
percent of non-fuel revenues, according to the following formula: 

All Other Classes Asset Transfer Adjustment Factor Net Montbhr AU Other Allocatlon NOA/ml 
All Other Classes Non-Fuel Retail Revenue ONR(m) 

Where: 
Net Monthly All Other Allocation NOA(m) Month~ All Other Allocation OA(m), net of 

Dverf(Under) Recovery Adjustment; 

All Other Classes Non-Fuel Retail Revenue ONR(m) Monthly Non-Fuel Retail Revenue for all classes other 
than residential for the expense month (m). 

5. The monthly Big Sandy Retirement Rider adjustmenls shall be filed w~h the Commission ten (10) days 
before it is schedUled to go into effect, along with all the necessary supporting data to justily the amount 
of the adjustments, which shall include data, and information as may be required by the Commission. 

6. Copies of all documents required to be filed with the Commission shall be open and made available for 
public Inspection at the office of the Public Servk:e Commlssion pursuant to the provisions of KRS61.670 
to 61.664 

RIDER B.S.1.0.R 
{Big Sandy 1 Operation Rider) 

APPIICABI E 

To Tariffs R.S., R.S.-LM.·T.O.O .. R.S.·T.O,D,, Experimental R.S.-T.O.D. 2, S.G,S,, S.G.S.-T.O.O., M.G.S., M.G.S.· 
T.O.O., LG.S., L.G.S.·T.O.O., I.G.S., C.S.-I.R.P., M.W., O.L., and S.L. 

R.S., R.S.-L.M.·T.O.D., R.S.-T.Q.D., and Experimental R.S.-T.O.D.2 
S.G.S. and S.G.S,·T,O,D. 
M.G.S. 
M.G.S. Recreational Lighting, M.G.S.·L.M.·T,O.D., and M.G.S.-T.O.O. 
LG.S. and LG.S.-T.O.D. 
LG.S.-LM.-T.O.D. 
LG.S. and C.S.-I.R.P. 
M.W. 
O.L. 
S.L. 

ILkWh ILkl\1 

$0.00330 
$0.00272 
$0.00141 $0.34 
$0,00283 
$0.00139 $0.45 
$0.00276 
$0.00139 $0.55 
$0.00248 
$0.00147 
$0.00147 

Teriff BStOR includes all non-fuel operating expenses related to Big Sandy Unit 1 not otherwise included in Tariff S.S.C. 
or Taritt F.A.C. Tariff BS10R shall also include a return on and of Big Sandy Unit 1 gas conversion capital when placed 
in serviC€, 

The kWh factor as calculated above will be applied to all billing kilowatt-hours for those tariff classes listed above. The 
kW factor as calculated above will be applied to all on-peak and minimum billing demand kW lor the MGS, LGS, and IGS 
tariff classes. 

The Big Sandy Unit 1 Operation Riderfru;tors shall be modified annually to collect the approved annual level of Kentucky 
retail jurisdictional Big Sandy Unlt1 revenue requirement and any prior review period (over)/under recovery. 

The Big Sandy Unitt Operation Rider factors shall be determined as follows: 

For all tarf!l classes without demand billing: 

BS1 Ex (BEC!ass /BETa tal)+ BS1D x (CPCiass !CPTotal) 
kWh Factor"' 

BE Class 

kW Factor = 

For all tariff classes with demend billing: 

BS1 EX (BECiass/BETotal1} 

kWh Factor= 
BECiass 

BS1 0 x {CPCiasst/CPTota1) 

kW Factor 
BDC!ass 

Where: 
1. "881 0" is the actual annual retail Big Sandy Unitt demand-related cosls, plus any prior 

review period (over)lunder recovery. 
2. "BS1E" ls the actual annual retail Big Sandy Unit 1 energy-related cosls, plus any prior 

review period (over}lunder recovery. 
3. "BE Class" is the historic annual retall jurisdictional billing kWh for each tariff class for the current year. 
4. "BOCiass" is the historic annual retailjurisdicUonal billing kW lor each applicable tariff class for the cur

rent year. 
5. "CPCiass" is the coincident peak demand for each tariff class estimated as follows: 

Iarifi.Qiass 
[1) 
R.S., R.S.·L.M.-T.O.D., R.S.-T.O.O., 
and Experimental R,S.·T.O.D. 2 
S.G.S and S.G.S.·T.O.D. 
M.G.S. 

1lEOiiJ.;s 
[2) 

M.G.S. Recrealional Lighting, 
M.G.S.-L.M.-T.O.O., and M.G,S.·T,O,D. 
LG.S. and L.G.S.-T.O.O. 
LG.S.-L.M.-T.O.O. 
I.G.S. and C.S.-l.R.P 
M,W, 
O.L 
S.L. 

BETotal 

B. "BETa tal" is the sum of the BECiass for all tariff classes. 

7. 'CPTotal" is the sum of the CPCiass for all tariff classes. 

CP&Wh Ra1in 
[3) 

0.0236060% 
O.Ot63937% 
0.0177002% 

0.0177002% 
0.0169381% 
0.0169381% 
0.0130626% 
0.0134057% 
0.0009431% 
0.00098110% 

CPTotal 

The factors as computed above are calculated to allow the recovery of Uncollec~ble Accounls Expense of 0.3% and the 
KPSC Maintenance Fee of 0.1952% and other similar revenue based taxes or assessments occasioned by the Big Sandy 
Unit 1 Operation Rider revenues. 

The annual Big Sandy Unit 1 Operation Rider factors shall be filed with the Commission ten (10) days before it is sched
uled to go into effect, along with all necessary supporting data to justify the amount of the adjustments, which shall include 
data and information as may be required by the Commission. 

Copies of all documents required lObe filed with the Commission shall be open and made available for public inspection 
at the office of the Public Service Commission pursuant to the provisions of KRS 61.670 to 61.884, 

RIDER N.C.C.R. 
(NERC Compliance and Cybersecurlty Rider) 

APPIJCABI E 

To Tariffs R.S., R.S.·L.M.·T.O.O., Experimental R.S.-T.O.O., R.S.-T.O.O. 2, S.G,S., S,G,S.·T.O.O., M.G.S., M.G.S.
T.O.D., L.G.S., L.G.S.-T.O.O., I.G.S .. C.S.·J.R.P., M.W., O.L., and S.L 

Iarifi.Qiass 
R.S., R.S.·LM.·T.O.D., R.S.-T.O.D., and Experimental R.S.·T.O.D. 2 
S.G.S. and S.G.S.-T.O.O. 
M.G.S. 
M.G.S. Recreational Ughting, M.G.S,·L.M.·T.O.D., and M.G.S.-T.Q.O, 
L.G.S. and L.G.S.·T.O.D. 
L.G.S.-L.M.-T.O.D. 
J.G.S. and C.S.-LR.P. 
M.W. 
O.L. 
S.L. 

- ILkl\1 
0.0000 
0.0000 
0.0000 0,00 
0.0000 
0.0000 0.00 
0.0000 0.00 
0,0000 0.00 
0.0000 
0.0000 
0.0000 

The kWh adjustment factor as calculated above will be applied to all billing kilowatt-hours for those tarift classes listed 
above. The kW adjustment factor as calculated above will be applied to all on·peak and minimum billing demand kW for 
the MGS, LGS and IGS tariff classes. 

The NERC Compliance and Cybersecurity Rider adjustment !actors shall be modified annually to collect the Commls· 
sian's approved annual level of Kentucky retail jurisdictional NERC Compliance and Cybersecurity expenses and any 
prior review period (over)lunder recovery, 

The NERC Compliance and Cybersecurity Rider adjustment factors shall be determined as follows: 

Where: 

For all tariff classes without demand billing: 

NCE x (BECiass/BETotal) +NCO x {CPC!fl.Ss !CPTotal} 
kWh Adjustment Factor = 

BEC!ass 

kW Adjustment Factor = 

For all tariff classes with demend billing: 

NCE x (BE Class /BETotal) 
kWh Adjustment Factor "' 

BEC!ass 

NCO x (CPCiass rCPTotal) 
kW Adjustment Factor 

BOCiass 

1. "NCO" is the actual annual retail NERC Compliance and Cybersecurity demand-related costs, plus any 
p1'10r rev'1ew pe1'1od {over)/under recovery. 

2, 'NCE" is the actual annual retail NERC Compliance and Cybersecurlty energy-related costs, plus any 
prior review period (over)funder recovery. 

3. "BEe.._.'' is the historic annual retail jurisdictional billing kWh for each tariff class for the current year, 

4, "BDc~aon" Is the historic annual retail jurisdictional billing kW for each applicable tariff class for the current 
year. 

5. "CPc
1

,.." is the coincident peak demand for each tarm class estimated as follows: 

Iarifi.Qiass 
[1) 

R.S., R.S.-L.M.-T.O.D., R.S.·T.O.D., 
and Experimental R.S.-T.O,O. 2 
S.G.S. and S.G.S.-T.O.D. 
M.G.S. 

BEGiass 
[2) 

M.G.S. Recreational Lighting, 
M.G.S,·L,M.·T,O.D,, and M.G.S.-T.O.D. 
L.G.S. and LG.S.-T.O.D. 
L.G.S.-LM.·T.O.O. 
I.G.S. and C.S.-I.R.P. 
M.W. 
OL. 
S.L 

BETotal 

6. 'BETa tal" is the sum of the BECiass for all tariff classes. 

7. 'CPTotal' is the sum of the CPC!ass for all tariff classes. 

cpOMfh Ratio 
[3) 

0.0236060'l"o 
0.0163937".{, 
0.0177002% 

0.0177002% 
0.0169381% 
0.016938t% 
0.0130626% 
0.0134057% 
0.0009431o/o 
0.0009B90% 

CPTotal 

The adjustment factor as computed above shall be further modffied to allow the recovery of Uncollectible Accounts 
Expense of 0.3% and the KPSC Maintenance Fee of 0.1952% and other similar revenue based taxes or assessments 
occasioned by the NERC Compliance and Cybersecurity Rider adjustment revenues, 

The initial NERC Compliance and Cybersecurtly Rider adjustment factors shall be filed with the Commission six (6) 
months before the inWal rates are scheduled lOgo into effect and ten (tO} days before any subsequent annual rate adjust
ments are scheduled to go into effect, along with all necessary supporting data to justtly the amount of the ad)ustmenls, 
which shall include data and information as may be required by the Commission, 

Copies of aU documents required to be filed wJth the Commission shall be open and made available for public inspection 
at the office of the Public Service Commission pursuant to the provisions of KRS 61.870 to 6t.884, 

EFFECT OF pROpOSED GHANGf IN CIISIQMfR RATES 

If approved as filed, the Company's proposed changes to its rates and tariffs will result in a proposed annual increase in 
electric revenues for Kentucky Power of approximately 12.48%. Kentucky Power's proposal includes a proposed Trans· 
mission Adjustment which adjusts customers' charges based upon the wholesale cost of transmission. If that adjustment 
is not approved, and the remainder of the application is approved as filed, Kentucky Power's proposed annual increase 
in electric revenues will be approximately 12.51%, 
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Filing Requirement 
807 KAR 5:001 Section 16 (2) 

 
 
Filing Requirement: 
 
Utilities with gross annual revenues greater than $5,000,000 shall file with the 
Commission a written notice of intent to file a rate application at least thirty (30) days, but 
not more than sixty (60) days, prior to filing its application. 
 

a. The notice of intent shall state if the rate application will be supported by a 
historical test period or a fully forecasted test period. 
 

b. Upon filing the notice of intent, an application may be made to the 
commission for permission to use an abbreviated form of newspaper notice of 
proposed rate increases provided the notice includes a coupon that may be used 
to obtain a copy from the applicant of the full schedule of increases or rate 
changes. 

 
c. Upon filing the notice of intent with the commission, the applicant shall mail 

to the Attorney General's Office of Rate Intervention a copy of the notice of 
intent or send by electronic mail in a portable document format, to 
rateintervention@ag.ky.gov. 

 
 
 

Response: 
 
Attached is a copy of the Company’s Notice of Intent to File for An Adjustment in 
Electric Rates as was filed with the Commission on November 14, 2014.   
 
Kentucky Power has not made an application for permission to use an abbreviated 
form of the newspaper notice.   
 
In conformity with 807 KAR 5:001, Section 16(2)(c), notice was also transmitted by 
electronic mail and U.S. Mail to the Attorney General’s Office of Rate Intervention.  
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RECEIVED 
COMMONWEALTH OF KENTUCKY 

NOV 14 l014 

ln the Matter of: 

BEFORE THE PUBLIC SERVICE COMMISSION PUBLIC SERVICE 
COMMISSION 

Application Of Kentucky Power Company For: ) 
(I) A General Adjusttnent Oflts Rates For Electric ) 
Service; (2) An Order Approving Its 2014 ) 
Environmental Compliance Plan; (3) An Order ) 
Approving Its Tariffs And Riders; And ( 4) An ) 
Order Granting All Other Required Approvals ) 
AndRelief ) 

Notice Oflntent 

Case No. 2014-00 

Pursuant to 807 KAR 5:001, Section 16(2) and KRS 278.183(2) and all other applicable 

statutory provisions and regulations, Kentucky Power Company gives notice of its intent to file 

on or before December 29,2014 an application seeking: (I) a general adjustment of its electric 

rates; (2) approval of its 2014 environmental compliance plan; (3) approval of its tariffs and 

riders, including its amended environmental cost recovery surcharge tariff to recover the costs 

associated with the environmental cost recovery plan; and ( 4) all other required approvals and 

relief. TI1e Company's 2014 environmental compliance plllll will supplement and modifY 

Kentucky Power's existing environmental compliance plan. 

The general adjustment of Kentuclcy Power Company's rates tbr electric service will be 

suppmted by the Company's hi~torical test year for the twelve months ended September 30, 

2014. 

A copy of this notice of intent in a portable document tonnat has been transmitted by 

electronic mall to fue Attomey General's Office of Rate h1tervention at 
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rateint(Ow~ntion@ky.gov .1 A copy of ibis notice of intent also has been mailed to the Attorney 

General's Office of Rate Inte!Yention and to counsel for Kentnc:ky fudustrial Utility Customers, 

Inc. 

Filing. 

Kentucky Power Company is contemporaneously filing a Request to Use Electronic 

/~. 

) 
Mark R. verstreet 

---

R. Benjamin Crittenden 
STITES & HARBISON PLLC 
421 West Main Street 
P. O.Box634 

(~------.,, 

Frankfort, Kentucky 40602-0634 
Telephone: (502) 223-3477 
moverstreet@stites.com 
rcri tteudeu(ii)stites. com 

KennethJ. Gish, Jr. 
STITES & HARBISON PLLC 
250 West Main Street, Suite 23 00 
Lexington, Kentucky 40507 
Telephone: (859) 226-2300 
kgish@stites.com 

COUNSELFORKENTUCKYPOWER 
COMPANY 

1 The address above is being used in lieu of the addre-.~s in 807 KAR5:001) Section 16(2} in light ofthe change in 
the address ofthe Attorney General's genetal mail box jdentified by Assistant Attomey General HanB on October 
24,2014. 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 337 of 1829

CERTIFICATE 01<' SERVICE 

I hereby cerlif)' that a copy of the foregoing was served upon the following by United 
States Mail, postage prepaid, this 141

h day ofNovember 2014. 

Michael L. Kurtz 
Jody Kyler Colm 
Boelun, Kurtz & Lowry 
36 East Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 
mkurtz@bkllawfinn.com 
KBoebm(a),bkllawfirm.com 
jkylercolm(it),bkllawfum.com 

Jennifer Black Hans 
Angela Goad 
Gregory T. Dutton 
Lawrence W. Cook 
Kentucky Atto111ey General's Office 
1024 Capital Center Drive, Suite 200 
Frankfmt, Kentucky 40601-8204 
iel11lifer.hans@ag.ky.gov 
Angela.Goad@ag.ky.gov 
lany.cook@ag.ky.gov /.------------
Gregory .Dutt!)n{itiac .lev . 1>.~.6v J 
rv/t.r~~~-
Mark R. Overstreet 
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Revised June 2014 

NOTICE OF ELECTION OF USE OF ELECTRONIC FILING PROCEDURES REcEIVED 
(Complete All Shaded Areas and Check Applicable Boxes) 

NOV 14 2014 

intentto file an application for General Adjustment of Rates, etc. with the Public Se · · ~tlj'JjjVI CE 
In accordance with 807 KAR5:001, Section 8, Kentucky Power Company g· ~ic,e ofjts 

no later than oecernber 29 2014 and to use the electronic filing procedures setforth in th f · ~ /a~ ION 

Kentucky Power Company further states that: 
~~~~~~=L--------------

1. It requests that the Public Service Commission assign a case number to the intended 
application and advise it of that number as soon as possible; 

Yes No 

0 D 

2. It or its authorized representatives have registered with the Public Service Commission and 0 D 
are authorized to make electronic filings with the Public Service Commission; 

3. Neither it nor its authorized representatives have registered with the Public Service D ~ 
Commission for authorization to make electronic filings but will do so no later than seven 
days before the date of its filing of its application for nate adjustment; 

4. It or its authorized agents possess the facilities to receive electronic transmissions; 

5. The following persons are authorized to make filings on its behalf and to receive electronic 
service of Public Service Commission orders and any pleadings filed by any party or the 
Public Service Commission Staff: 

-· 
Name Electronic Mail Address 

Matk R. Overstreet moverstreet@stites.com 

Kenneth J. Glsh, Jr. kgish@stites.com 

Kentucky Power Company kentucky _regulatory_ services@aep.com 

e: Marl< R Overstreet 

0 D 

Title: Counsel for Kentucky Power Company 

Address: P.O. Box 634 

Frankfort, Kentucky 40602-0634 

Telephone Number: (502) 223-3477 



Filing Requirement 
807 KAR 5:001 Section 16 (4)(a) 

 
 
Filing Requirement: 
 
Each application supported by a historical test period shall include the following 
information or a statement explaining why the required information does not exist and is 
not applicable to the utility's application: 
 

A complete description and quantified explanation for all proposed adjustments 
with proper support for proposed changes in price or activity levels, if applicable, 
and other factors that may affect the adjustment; 

 
 
Response: 
 
The complete descriptions and quantified explanations for all proposed adjustments, 
with proper support for any proposed changes in price or activity levels, and any other 
factors, are provided in Section III and Section V of Application. 
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(b) 

 
 

Filing Requirement: 
 

If the utility has gross annual revenues greater than $5,000,000, the written testimony of 
each witness the utility proposes to use to support its application; 
 
 
Response: 
 
 
Please refer to the testimony and exhibits of the following persons: 
 
Gregory G. Pauley 
William Avera/Adrien McKenzie 
Jeffrey B. Bartsch 
Andrew R. Carlin 
David A. Davis 
Amy J. Elliott 
Jeffrey LaFleur 
Shannon R. Listebarger 
Hugh E. McCoy 
John M. McManus 
Everett G. Phillips 
John A. Rogness 
Marc D. Reitter 
Jason M. Stegall 
H. Kevin Stogran 
Alex E. Vaughan 
Ranie K. Wohnhas 
Jason M. Yoder 
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(c) 

 
Filing Requirement: 

 
 

If the utility has gross annual revenues less than $5,000,000 the written testimony of each 
witness the utility proposes to use to support its application or a statement that the utility 
does not plan to submit written testimony; 

 
 

Response: 
 

Not Applicable. 
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(d) 

 
Filing Requirement: 

 
A statement estimating the effect that each new rate will have upon the revenues of the 
utility including, at minimum, the total amount of revenues resulting from the increase or 
decrease and the percentage of the increase or decrease; 

 
 

Response: 
 
The required statement is presented in Section III of this application in the testimony of 
Company Witness Wohnhas at page 5. 
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(e) 

 
 

Filing Requirement: 
 

If the utility provides electric, gas, water, or sewer service, the effect upon the average bill 
for each customer classification to which the proposed rate change will apply; 

 
Response: 

 
The chart below shows the effect upon the average bill for each customer classification 
to which the proposed rate change will apply. 
 

 With Transmission Adjustment Without Transmission Adjustment 

Tariff Class 

Average 
Customer                         

Usage         
(kWh) 

Average 
Customer    
Demand 

(kW) 

Present 
Average     
Billing  

Proposed 
Average 
Billing 

Average 
Billing     

Change 

Average 
Percent      
Change 

Proposed 
Average     
Billing 

Average 
Billing     

Change 

Average 
Percent      
Change 

R.S. 1,362   $138.67 $160.92 $22.25 16.04% $156.16 $17.48 12.61% 
S.G.S. 499   $68.60 $75.74 $7.13 10.40% $77.99 $9.39 13.68% 
M.G.S. 5,866 25 $681.53 $738.27 $56.74 8.33% $771.06 $89.53 13.14% 
L.G.S. 68,860 213 $6,870.10 $7,593.51 $723.42 10.53% $7,771.57 $901.48 13.12% 
M.W. 29,273   $2,759.73 $2,993.05 $233.32 8.45% $3,105.14 $345.41 12.52% 
Q.P.* 825,567 2,063 $58,578.86 $67,383.25 $8,804.39 15.03% $68,842.68 $10,263.82 17.52% 
C.I.P.-T.O.D.* 15,578,803 26,395 $889,570.03 $960,140.50 $70,570.47 7.93% $970,091.02 $80,521.00 9.05% 
I.G.S.* 2,669,721 5,105 $162,452.76 $178,977.91 $16,525.15 10.17% $181,498.72 $19,045.96 11.72% 
C.S. – I.R.P. No Customers N/A  N/A  N/A N/A N/A N/A N/A N/A 
O.L. 66   $12.79 $14.44 $1.65 12.88% $14.45 $1.66 12.99% 
S.L. 12,188   $2,117.13 $2,395.38 $278.25 13.14% $2,399.50 $282.37 13.34% 

C.A.T.V. 2 User 18,039 
Attachments N/A $131,161 $0.00 $0.00 0.00% $0.00 $0.00 0.00% 

C.A.T.V. 3 User 91,260 
Attachments N/A $399,768 $0.00 $0.00 0.00% $0.00 $0.00 0.00% 

COGEN/SSP I No Customers N/A  N/A  N/A N/A N/A N/A N/A N/A 
COGEN/SPP II No Customers N/A  N/A  N/A N/A N/A N/A N/A N/A 

 
*In accordance with the Stipulation and Settlement Agreement approved by the Commission in Case No. 2012-
00578, the Company is proposing to combine the current Tariff Q.P. and Tariff C.I.P.-T.O.D. into a new Tariff 
I.G.S.  The “proposed average billing,” “average billing change,” and “ average percent change” values shown 
above for the Q.P. and C.I.P.-T.O.D. classes are illustrative and reflect the application of the proposed Tariff 
I.G.S. rates to customers currently taking service under Tariff Q.P. and Tariff C.I.P.-T.O.D.  Because Kentucky 
Power is proposing to eliminate Tariff Q.P. and Tariff C.I.P.-T.O.D. classes, service will not be available under 
those classes if the Company’s application is approved.  In that case, customers currently receiving service 
under Tariff Q.P. and Tariff C.I.P.-T.O.D. will only be offered service under Tariff I.G.S.  The “average 
customer usage,” “average customer demand,” and “present average billing” values shown for Tariff I.G.S., 
which currently is not authorized, likewise are for illustrative purposes and the represent the average of a single 
class combining Tariff Q.P. and Tariff C.I.P.-T.O.D. 
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(f) 

 
 

Filing Requirement: 
 

If the utility is an incumbent local exchange company, the effect upon the average bill for 
each customer class for the proposed rate change in basic local service; 

 
 

Response: 
 

Not Applicable. 
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(g) 

 
 

Filing Requirement: 
 

A detailed analysis of customers' bills whereby revenues from the present and proposed 
rates can be readily determined for each customer class; 

 
 
Response: 

 
Please see the attached document for a detailed billing analysis. 
 
The following chart shows revenues from the present and proposed rates for each 
customer class. 

 
  With Transmission Adjustment Without Transmission Adjustment 

Customer  
Classification 

Current        
Revenue 

Proposed      
Revenue 

Proposed    
Increase 

Percent    
Change 

Proposed      
Revenue  

 Proposed    
Increase  

Percent    
Change 

R.S. $ 230,140,574  $ 267,061,060  $36,920,486 16.04% $ 259,157,130  $29,016,556 12.61% 
S.G.S. $ 19,611,844  $ 21,651,296  $2,039,452 10.40% $ 22,294,895  $2,683,051 13.68% 
M.G.S. $ 59,677,591  $ 64,645,805  $4,968,214 8.33% $ 67,517,142  $7,839,551 13.14% 
L.G.S. $ 70,569,638  $ 78,000,563  $7,430,925 10.53% $ 79,829,618  $9,259,980 13.12% 
M.W. $ 364,284  $ 395,083  $30,799 8.45% $ 409,878  $45,594 12.52% 
Q.P.* $ 54,126,867  $ 62,262,125  $8,135,258 15.03% $ 63,610,634  $9,483,767 17.52% 
C.I.P. – T.O.D.* $ 117,423,244  $ 126,738,546  $9,315,302 7.93% $ 128,052,015  $10,628,771 9.05% 
I.G.S.* $ 171,550,110  $ 189,000,671  $17,450,561 10.17% $ 191,662,649  $20,112,539 11.72% 
C.S. – I.R.P. No Customers N/A N/A N/A N/A N/A N/A 
O.L. $ 7,256,325  $ 8,191,296  $934,971 12.88% $ 8,198,601  $942,276 12.99% 
S.L. $ 1,422,710  $ 1,609,696  $186,986 13.14% $ 1,612,465  $189,755 13.34% 
C.A.T.V.  2 User $ 131,161  $ 131,161  $0 0.00% $ 131,161  $0 0.00% 

C.A.T.V.  3 User $ 399,768  $ 399,768  $0 0.00% $ 399,768  $0 0.00% 

COGEN/SPP I No Customers N/A N/A N/A N/A N/A N/A 

COGEN/SPP II No Customers N/A N/A N/A N/A N/A N/A 

 
*In accordance with the Stipulation and Settlement Agreement approved by the Commission in Case No. 2012-
00578, the Company is proposing to combine the current Tariff Q.P. and Tariff C.I.P.-T.O.D. into a new Tariff 
I.G.S.  The “proposed average billing,” “average billing change,” and “ average percent change” values shown 
above for the Q.P. and C.I.P.-T.O.D. classes are illustrative and reflect the application of the proposed Tariff 
I.G.S. rates to customers currently taking service under Tariff Q.P. and Tariff C.I.P.-T.O.D.  Because Kentucky 
Power is proposing to eliminate Tariff Q.P. and Tariff C.I.P.-T.O.D. classes, service will not be available under 
those classes if the Company’s application is approved.  In that case, customers currently receiving service 
under Tariff Q.P. and Tariff C.I.P.-T.O.D. will only be offered service under Tariff I.G.S.  The “average 
customer usage,” “average customer demand,” and “present average billing” values shown for Tariff I.G.S., 
which currently is not authorized, likewise are for illustrative purposes and the represent the average of a single 
class combining Tariff Q.P. and Tariff C.I.P.-T.O.D. 
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KENTUCKY POWER BILLING ANALYSIS 
TEST YEAR ENDED SEPTEMBER 30, 2014 
REVENUE SUMMARY SHEET 

Proposed 
Total Revenue Revenue Revenue Revenue Revenue YearEnd Weather YearEnd Asset Transfer Asset Transfer Proposed Rate Design Proposed Revenuev.f 

Per Books Without Without Without Without .... Migration Normalizatlon Customer Rider Rider Currant Revenue Proposed Verification Proposed Transmission Transmission - Revenue Green Pov.er System Sales Capacity Charae Env. Surcharae Annualized Fuel Revenue Revenue Blli:nllil. Adjustment Oyer/Under Revenues ~ Revenue Difference Revenue Adjustment Adjustment 

RSTotal $234,174,671 $234,174,671 $233,237,561 $230,972,116 $232,147,083 $231,456,855 $231,803,910 $225,886,315 $224,199,303 $4,075,200 $1,471,306 $229,745,817 $227,243,078 $7,890,598 $235,133,676 
RSLMTODTotal $398,123 $398,123 $396,348 $3EI2,094 $393,973 $393,847 $396,225 $384,689 $380,611 $7,014 $2,532 $390,357 $379,586 $13,160 $392,766 
RS TOD Total $4 356 $4 356 ~4 337 $4 292 $4 315 ~4.£89 $4 289 $4 289 $4 269 $75 $27 ~4 391 $4388 $152 $4540 
Residential Total $234,577,150 $234,577' 150 $233,638,245 $231,368,501 $232,545,971 $231,854,991 $232,204,424 $226,275,293 $224,584,403 $4,082,297 $1,473,865 $230,140,566 ($2,501,105) $227,639,469 $12,417 $227,627,052 $7,903,930 $235,530,982 

OL Total $7,991,785 $7,991,785 $7,972,485 $7,931,109 $7,973,6115 $7,956,803 $7,956,803 $7,956,803 $7,018,556 $174,693 $63,071 $7,256,320 ($86,520) $7,169,805 '" $7,169,784 ($7,305) $7,162,479 

SGS Melellld Total $111,612,752 $18,612,752 $18,559,652 $18,423,858 $18,516,621 $18,425,841 $18,239,353 $18,239,353 $18,312,337 $433,239 $156,416 $18,901,993 $18,712,338 ($618,501} $18,093,837 
SGSLMTOD (225} $535 $535 $534 $532 $534 $5211 $528 $528 $528 $13 " $547 $540 ($18} $522 
SGS NMTolal $836,368 $636,368 $634,927 $631,064 $634,348 $829,646 $629,848 $629,848 $633,460 $15,190 $5,484 $654,134 $705,732 ($23,327) $662,405 
SGSTOD $54 712 $54 712 ~54 576 $54 217 $54 500 ~54 076 $54076 $54 076 $53 432 $1 279 $4112 $55173 $53 036 !}1 753) $51 283 
SGS Total $19,304,3611 $19,304,368 $19,249,689 $19,109,690 $19,200,003 $19,110,292 $16,923,805 $18,923,805 $111,999,757 $449,721 $162,367 $19,611,846 ($139,667) $19,471,977 $332 $19,471,645 ($643,599} $111,826,046 

MGS RL(214) $176,304 $176,304 $175,717 $174,143 $175,037 $173,117 $164,225 $164,225 $167,123 $3,533 $1,275 $171,931 $186,560 ($9,037) $177,523 
MGS Sec $56,778,689 $56,778,689 $56,601,476 $56,121,038 $56,397,272 $55,932,536 $55,909,224 $55,909,224 $56,124,436 $1,273,061 $459,623 $57,857,120 $57,391,534 ($2,779,954) $54,611,560 
MGSLMTOD (223) $107,866 $107,B611 $107,442 $106,413 $106,1193 $107,154 $107,154 $107,154 $106,575 $2,4B6 $898 $109,959 $111,230 ($5,388} $105,642 
MGSTOD (229} $3113,289 $383,269 $361,888 $3711,177 $360,026 $377,222 $376,346 $378,348 $361,274 $8,399 $3,032 $392,706 $402,392 ($19,491} $382,901 
MGSPrlTotal $841,956 $841,956 $839,254 $831,672 $835,523 $826,131 $1,035,270 $1,035,270 $995,527 $21,055 $7,602 $1,024,184 $1,043,963 ($50,569) $993,414 
MGS Sub (236) ~174 768 $174 768 $174 336 $172 869 ~173 728 $172405 $122 264 $122 264 $118250 $2 529 ~913 $121692 $142 417 {$6 696) $135 519 
MGSTo1al $58,462,873 $58,462,873 $58,280,113 $57,784,312 $56,066,479 $57,590,564 $57,716,485 $57,716,4115 $57,693,185 $1,311,063 $473,343 $59,677,592 ($399,476) $59,2711,115 ($1) $59,278,116 ($2,871,337) $56,406,779 

LGS Sec Total $56,129,059 $56,129,059 $55,930,144 $55,396,857 $55,680,139 $55,078,752 $55,324,875 $55,324,875 $55,924,423 $1,1B6,145 $428,243 $57,536,1111 $56,955,267 ($1,486,851) $55,4611,416 
LGSLMTOD (251) $196,457 $196,457 $195,692 $193,791 $194,1169 $193,121 $193,121 $193,121 $193,129 $4,022 $1,452 $198,602 $194,114 {$5,067) $169,047 
LGS PriTotal $8,598,357 $11,596,357 $6,563,057 $8,473,361 $8,516,690 $8,439,0115 $11,186,301 $6,186,301 $9,997,622 $203,960 $73,637 $10,275,219 $10,415,927 ($271,914) $10,144,013 
LGS Sub (24-tl) $2,3n,009 $2,377,009 $2,364,772 $2,333,466 $2,345,440 $2,311,881 $2,646,442 $2,646,442 $2,433,638 $41,508 $14,986 $2,490,132 $2,422,548 ($63,242) $2,359,306 
LGS Tran {250) $164 354 $164 354 $163125 $161108 $162116 $164 873 $67113 ~67113 $67112 {~168) {$61) ~66 863 F5878 {$1 981) $73 897 
LGS Total $67,465,236 $67,465,236 $67,216,790 $66,558,583 $66,901,254 $66,187,712 $68,417,851 $66,417,1151 $68,615,924 $1,435,466 $518,257 $70,569,647 ($505,892) $70,063,746 $12 $70,063,734 ($1,829,055) $68,234,679 

QPSec (356) $1,696,631 $1,11911,831 $1,893,713 $1,1173,315 $1,860,836 $1,652,936 $1,972,1123 $1,972,623 $1,893,1176 $37,744 $13,627 $1,945,247 $2,010,539 ($48,308) $1,962,231 
qp P11 (357,358) $25,231,062 $25,231,062 $25,115,669 $24,794,647 $24,920,074 $24,503,0011 $24,295,105 $24,295,105 $24,295,071 $433,913 $156,659 $24,665,642 $26,292,641 ($631,739) $25,660,902 
QPSub (359) $22,926,271 $22,926,271 $22,804,383 $22,461,927 $22,596,237 $22,234,697 $22,634,3011 $22,834,308 $22,666,792 $402,343 $145,261 $23,236,398 $23,850,663 ($568,260} $23,062,403 
QP T ran (360) $2,543,2115 $2,543,285 $2,539,322 $2,504,536 $2,508,296 $2,410,777 $3,616,522 $3,616,522 $3,945,11111 $84,049 $30,345 $4,059,582 $4,170,364 ($100,202) $4,070,162 
CIP Sub (371} $102,505,256 $102,505,258 $101,851,584 $100,675,554 $101,169,944 $99,122,705 $98,063,673 $98,063,673 $99,137,776 $1,379,302 $497,980 $101,015,058 $97,784,131 ($1,122,941) $96,661,190 
CIPTran @72) $19169 780 $19189 7110 $19 053 620 $18 826 712 $18 943 564 ~18593466 $17 507 511 l17 507 511 $16160 781 $181 775 $65628 $16 408184 ~16 590945 ($190 5211) $16400417 
QP/CIP Total $174,294,487 $174,294,487 $173,258,291 $171,156,690 $172,018,950 $168,717,51111 $168,289,943 $168,289,943 $1611,121,484 $2,519,125 $909,500 $171,550,109 ($1,050,770) $170,499,341 $58 $170,499,283 ($2,661,978} $167,637,305 

SL (528) $1,437,806 $1,437,8011 $1,434,027 $1,425,746 $1,432,732 $1,426,263 $1,428,283 $1,428,263 $1,375,7411 $34,504 $12,457 $1,422,709 ($10,346} $1,412,362 " $1,412,356 ($2,769) $1,409,569 

MW(540) $361,825 $361,1125 $360,423 $356,675 $356,545 $354,464 $354,484 $354,4114 $354,486 $7,199 $2,599 $364,284 ($2,332} $361,952 $13 $3111,939 ($14,795) $347,144 

Total $563,895,531 $563,895,531 $561,410,063 $555,691,306 $558,505,619 $553,200,718 $553,292,076 $547,362,947 $546,963,544 $10,014,069 $3,615,459 $560,593,072 ($4,696,310) $555,896,767 $12,656 $555,883,911 {$126,908) $555,757,003 
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KENTUCKY POWER BILLING ANALYSIS 

TEST YEAR ENDED SEPTEMBER 30, 2014 

PROFORMA SUMMARY 

Total Total 
Current Proposed % 

Tariff Revenue Revenue Difference Difference 

RS Total $229,7 45,818 $266,609,018 $36,863,200 16.05% 

RSLMTOD Total $390,357 $446,884 $56,526 14.48% 

RSTODTotal $4,391 $5,159 $768 17.48% 

OL Total $7,256,320 $8,191,296 $934,976 12.88% 

SGS Metered Total $18,901 ,993 $20,803,658 $1,901,665 10.06% 

SGSLMTOD (225) $547 $602 $55 10.14% 

SGSEXPTOD (227) $55,173 $59,033 $3,861 7.00% 

SGS NMTotal $654,134 $788,003 $133,869 20.47% 

MGS RL (214) $171,931 $203,649 $31,718 18.45% 

MGS Sec Total $57,857,120 $62,588,972 $4,731,851 8.18% 

MGSLMTOD (223) $109,959 $121,222 $11,263 10.24% 

MGSTOD (229) $392,706 $438,274 $45,568 11.60% 

MGS Pri Total $1,024,184 $1 '138,577 $114,394 11.17% 

MGS Sub (236) $121,692 $155,111 $33,419 27.46% 

LGS Sec Total $57,538,811 $63,406,936 $5,868,125 10.20% 

LGSLMTOD (251) $198,602 $216,086 $17,484 8.80% 

LGS Pri Total $10,275,219 $11,605,926 $1,330,708 12.95% 

LGS Sub (248) $2,490,132 $2,685,280 $195,147 7.84% 

LGS Tran (250) $66,883 $86,305 $19,422 29.04% 

Qp Sec (356) $1,945,247 $2,237,033 $291,785 15.00% 

QP Pri (358) $24,885,642 $29,169,854 $4,284,212 17.22% 

QP Sub (359) $23,236,396 $26,256,009 $3,019,612 13.00% 

QP Tran (360) $4,059,582 $4,599,230 $539,648 13.29% 

CIP Sub (371) $101,015,058 $108,310,827 $7,295,770 7.22% 

CIP Tran (372) $16,408,184 $18,427,718 $2,019,535 12.31% 

SL (528) $1,422,709 $1,609,696 $186,987 13.14% 

MW (540) $364,284 $395,083 $30,799 8.45% 

Total $560,593,073 $630,555,440 $69,962,367 12.48% 
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KENTUCKY POWER BILLING ANALYSIS 

TEST YEAR ENDED SEPTEMBER 30, 2014 

PROFORMA SUMMARY WITH PROPOSED RIDERS 

Big Sandy Non-Fuel C&l 
Economic Big Sandy Unit1 Revenue Revenue 

Proposed % Development Retirement Operations Environmental Before% C&l Fuel Before% 
Current Base* ATR Current Total Base** Base Increase Increase Rider Rider Ridar Surcharge Proposed Total Surcharges Revenue Surcharges 

RS $211,840,094 $17,905,723 $229,745,818 $235,133,676 $23,293,582 11.00% $248,731 $9,241,017 $7,444,396 $14,541,197 $266,609,018 $242,826,803 
RS LM TOO $359,538 $30,819 $390,357 $392,766 $33,228 9.24% $310 $15,490 $13,945 $24,374 $446,884 $407,021 
RS TOO $4060 $331 $4 391 $4 540 ~480 11.82% $5 $179 $153 $281 $5159 $4,699 
Total Residential $212,203,692 $17,936,874 $230,140,567 $235,530,982 $23,327,290 10.99% $249,046 $9,256,685 $7,458,494 $14,565,852 $267,061,060 $243,238,523 

OL Total $6,488,749 $767,571 $7,256,320 $7,162,479 $673,730 10.38% $0 $378,267 $55,332 $595,219 $8,191,296 $7,217,811 $1,145,822 $6,071,989 

SGS Metered $16,998,418 $1,903,575 $18,901,993 $18,093,837 $1,095,419 6.44% $40,735 $891,051 $375,927 $1,402,108 $20,803,658 $18,510,498 $4,207,218 $14,303,281 
SGS LM TOO $487 $59 $547 $522 $34 7.02% $2 $27 $8 $43 $602 $532 $92 $440 
SGS EXP TOO $49,553 $5,620 $55,173 $51,283 $1,730 3.49% $137 $2,572 $994 $4,048 $59,033 $52,413 $11,121 $41,292 
SGS NM $587 394 $66,740 $654,134 16.18% $2639 $35,796 $10 837 $56,327 $788 003 $695 880 $121 278 $574 603 
Total SGS $17,635,851 $1,975,995 $19,611,846 ----e:76% $43,513 $929,447 $387,765 $1,462,525 $21,651,296 $19,259,324 $4,339,709 $14,919,615 

MGS RL $156,410 $15,521 $171,931 $177,523 $21,113 13.50% $139 $8,379 $4,424 $13,185 $203,649 $182,085 $47,584 $134,501 
MGS SEC $52,263,520 $5,593,600 $57,857,120 $54,611,580 $2,348,059 4.49% $12,603 $2,548,418 $1,406,327 $4,010,044 $62,588,972 $56,030,510 $15,122,962 $40,907,548 
MGS LM TOO $99,035 $10,924 $109,959 $105,842 $6,807 6.87% $83 $4,784 $2,986 $7,528 $121,222 $108,910 $32,116 $76,794 
MGS TOO $355,801 $36,904 $392,706 $382,901 $27,100 7.62% $137 $17,211 $10,942 $27,083 $438,274 $393,980 $117,703 $276,278 
MGS PRI $931,672 $92,512 $1,024,184 $993,414 $61,743 6.63% $151 $45,837 $27,050 $72,126 $1,138,577 $1,020,615 $284,841 $735,775 
MGS SUB $110 580 $11112 $121 692 $135 519 $24 939 22.55% $18 $6681 $g,380 $10 512 $155111 $137 918 $30,678 $107240 
MGS $53,917,018 $5,760,574 $59,677,592 $56,406,779 $2,489,761 4.62% $13,130 $2,631,309 $1,454,109 $4,140,478 $64,645,805 $57,874,018 $15,635,882 $42,238,136 

LGS SEC $52,327,106 $5,211,705 $57,538,811 $55,468,416 $3,141,309 6.00% $1,346 $2,490,957 $1,526,589 $3,919,628 $63,406,936 $56,996,350 $17,011,161 $39,985,189 
LGS LM TOO $180,932 $17,670 $198,602 $189,047 $8,115 4.49% $16 $8,398 $5,409 $13,215 $216,086 $194,473 $59,663 $134,810 
LGS PRl $9,379,057 $896,161 $10,275,219 $10,144,013 $764,956 8.16% $140 $439,762 $330,026 $691,985 $11,605,926 $10,474,180 $3,415,058 $7,059,122 
LGS SUB $2,307,753 $182,379 $2,490,132 $2,359,306 $51,553 2.23% $36 $89,052 $96,760 $140,127 $2,685,280 $2,456,101 $1,026,633 $1,429,469 
LGS TRAN $67,621 {$738) $66 883 $73,897 $6276 9.28% $2 $3 535 $3,309 $5.562 $86,305 $77,209 $20,469 $56,739 
LGS $64,262,470 $6,307,177 $70,569,647 $68,234,679 $3,972,209 6.18% $1,541 $3,031,704 $1,962,094 $4,770,516 $78,000,533 $70,198,313 $21,532,984 $48,665,329 

QP SEC $1,779,406 $165,841 $1,945,247 $1,962,231 $182,825 10.27% $11 $83,460 $60,002 $131,329 $2,237,033 $2,022,244 $682,525 $1,339,719 
QP PRI $22,979,109 $1,906,533 $24,885,642 $25,660,902 $2,681,793 11.67% $72 $1,024,856 $871,368 $1,612,655 $29,169,854 $26,532,343 $10,081,212 $16,451,130 
QP SUB $21,468,574 $1,767,822 $23,236,396 $23,082,403 $1,613,828 7.52% $46 $850,043 $985,937 $1,337,580 $26,256,009 $24,068,386 $10,423,371 $13,645,014 
QP TRAN $3 690 286 $369,296 $4,059,582 $4 070 162 $379 876 10.29% $9 $138,616 $172326 $218,118 $4,599,230 $4,242,496 $2 017 416 $2,225,080 
QP $49,917,375 $4,209,493 $54,126,868 $54,775,698 $4,858,323 9.73% $138 $2,096,976 $2,089,633 $3,299,681 $62,262,125 $56,865,468 $23,204,524 $33,660,944 

CIP TOO SUB $94,954,657 $6,060,400 $101,015,058 $96,661,190 $1,706,533 1.80% $16 $2,932,030 $4,103,916 $4,613,675 $108,310,827 $100,765,122 $53,699,773 $47,065,349 
CIP TOO TRAN $15,609,499 $798,685 $16 408,184 $16400,417 $790 918 5.07% $4 $511,568 $710 755 $804,975 $18 427 718 
CIP TOO $110,564,156 $6,859,085 $117,423,241 $113,061,607 $2,497,451 2.26% $20 $3,443,598 $4,814,671 $5,418,650 $126,738,546 

SL $1,271,106 $151,602 $1,422,709 $1,409,589 $138,483 10.89% $101 $73,038 $12,039 $114,928 $1,609,696 $1,421,730 $249,315 $1,172,414 

MW $332,654 $31,629 $364,284 $347,144 $14,489 4.36% $20 $14,896 $9,583 $23,440 $395,083 $356,746 $117,626 $239,120 

Total $516,593,073 $44,000,000 $560,593,073 $555,757,003 $39,163,930 7.58% $307,507 $21,855,921 $18,243,719 $34,391,290 $630,555,440 $574,308,229 $128,825,046 $202,244,660 

• Current Base includes both Base Re.,..nues and currentAnnuaUz.ed FAC R" $243,238,523 
.. Proposed Base includes Base Revenues, ATR and FAC C&l $331,069,707 $128,825,046 $202,244,660 
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This sheet contains data from the rate design process. 
It is set up to identify revenue differences between Class Cost of Service Study and the application of 
new rates to the test year billing determinants 

Calculated Rate Design 
Tariff Sheet Base Revs Difference Subtotal CCOS Revenue Variance 
RS $235,133,676 
RS LMTOD $392,766 
RSTOD $4,540 
Total Residential $235,530,982 $12,418 $235,543,400 $235,543,399 $1 

OL Total $7,162,479 $3 $7,162,482 $7,162,499 -$17 

SGS Metered $18,093,837 
SGS LMTOD $522 
SGS EXPTOD $51,283 
SGSNM $682,405 
Total SGS $18,828,046 $331 $18,828,377 $18,828,378 -$1 

MGSRL $177,523 
MGSSEC $54,611 ,580 
MGS LMTOD $105,842 
MGSTOD $382,901 
MGS PRI $993,414 
MGS SUB $135,519 
MGS $56,406,779 $0 $56,406,779 $56,406,778 $1 

LGS SEC $55,468,416 
LGS LMTOD $189,047 
LGS PRI $10,144,013 
LGS SUB $2,359,306 
LGS TRAN $73,897 
LGS $68,234,679 $11 $68,234,690 $68,234,691 -$1 

QP SEC $1,962,231 
QP PRI $25,660,902 
QP SUB $23,082,403 
QPTRAN $4,070,162 
CIP TOD SUB $96,661,190 
CIP TODTRAN $16,400,417 
QP/CIP TOD $167,837,305 $55 $167,837,360 $167,837,363 -$3 

SL $1,409,589 $4 $1,409,593 $1,409,592 $1 

MW $347,144 $13 $347,157 $347,157 $0 

Total $555,757,003 $12,835 $555,769,838 $555,769,857 -$19 

C:\Users\s 175282\AppData\Locai\Microsoft\Windows\T emporary Internet Files\Content.Outlook\C61J95FB\Proforma Picture Tariffs - 2014.xlsx 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

RESIDENTIAL SERVICE (011, 012, 013, 014, 015, 017, 022, 054) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 
All kWh 2,255,616,379 $0.08590 $193,757,447 2,255,616,379 $0.09035 $203,794,940 

Storage Water Heating 261,119 $0.04940 $12,899 261,119 $0.05216 $13,620 

Metered kWh 2,255,877,500 2,255,877,500 

Customer Charge 1,658,209 $8.00 $13,265,673 1,658,209 $16.00 $26,531,344 
HEAP Charge 1,658,209 $0.15 $248,731 1,658,209 $0.15 $248,731 

Number of Customers 1,657,500 1,657,500 

Employee Discount ($49, 177) ($59,480) 

Fuel $0.0020411 $4,604,521 $0.0020411 $4,604,521 

Asset Transfer Rider $17,905,723 

Economic Development Rider 1,658,209 $0.15 $248,731 

Big Sandy 1 Operations Rider 2,255,877,500 $0.00330 $7,444,396 

Big Sandy Retirement Rider $242,826,803 3.8056% $9,241,017 

Environmental Surcharge $0 $242,826,803 5.9883% $14,541,197 

Total $229,745,818 $266,609,018 



COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

Application Of Kentucky Power Company For 
A General Adjustment Of Its Rates For Electric 
Service; (2) An Order Approving Its 2014 
Environmental Compliance Plan; (3) An Order 
Approving Its Tariffs And Riders; And (4) An 
Order Granting All Other Required Approvals 

And Relief 

SECTION II 

) 
) 
) 
) Case No. 2014-00396 

) 
) 

) 

FILING REQUIREMENTS 

VOLUME20FS 

December 23, 2014 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 351 of 1829

KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

RESIDENTIAL LOAD MANAGEMENT TIME-OF-DAY SERVICE (028, 030,032, 034) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 
On-peak kWh 1,479,989 $0.13227 $195,758 1,479,989 $0.13879 $205,408 
Off-peak kWh 2,745,767 $0.04940 $135,641 2,745,767 $0.05216 $143,219 

Metered kWh 4,225,756 4,225,756 

C&LM Credit 0 ($0.00745) $0 ($0.00745) $0 

Customer Charge * 1,957 $10.55 $20,645 1,957 $18.70 $36,596 
Separate Meter Charge * 107 $3.00 $321 107 $3.85 $412 
HEAP Charge 2,064 $0.15 $310 2,064 $0.15 $310 

Number of Customers 2,064 2,064 

Employee Discount ($1,762) ($1,804) 

Fuel $0.0020411 $8,625 $0.0020411 $8,625 

Asset Transfer Rider $30,819 

Economic Development Rider $0 2,064 $0.15 $310 

Big Sandy 1 Operations Rider $0 4,225,756 $0.00330 $13,945 

Big Sandy Retirement Rider $0 $407,021 3.8056% $15,490 

Environmental Surcharge $0 $407,021 5.9883% $24,374 

Total $390,357 $446,884 

* Includes current HEAP Charge 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

RESIDENTIAL TIME-OF-DAY SERVICE (036) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 
On-peak kWh 15,485 $0.13227 $2,048 15,485 $0.13879 $2,149 
Off-peak kWh 31,006 $0.04940 $1,532 31,006 $0.05216 $1,617 

Metered kWh 46,491 46,491 

Customer Charge 36 $10.55 $380 36 $18.70 $673 
HEAP Charge 36 $0.15 $5 36 $0.15 $5 

Number of Customers 36 36 

Employee Discount $0 $0 

Fuel $0.0020411 $95 $0.0020411 $95 

Asset Transfer Rider $331 

Economic Development Rider $0 36 $0.15 $5 

Big Sandy 1 Operations Rider $0 46,491 $0.00330 $153 

Big Sandy Retirement Rider $0 $4,699 3.8056% $179 

Environmental Surcharge $0 $4,699 5.9883% $281 

Total $4,391 $5,159 

• Includes current HEAP Charge 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

SMALL GENERAL SERVICE (211, 212) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 
First 500 kWh 62,183,999 $0.13160 $8,183,414 62,183,999 $0.11500 $7,151,160 
Over 500 kWh 76,024,369 $0.07116 $5,409,894 76,024,369 $0.07057 $5,365,040 

Metered kWh 138,208,368 138,208,368 

Customer Charge 271,566 $11.50 $3,123,009 271,566 $19.50 $5,295,537 

Number of Customers 271,464 271,464 

Fuel $0.0020411 $282,100 $0.0020411 $282,100 

Asset Transfer Rider $1,903,575 $0 

Economic Development Rider $0 271,566 $0.15 $40,735 

Big Sandy 1 Operations Rider $0 $0.00272 $375,927 

Big Sandy Retirement Rider $0 $14,303,281 6.2297% $891,051 

Environmental Surcharge $0 $14,303,281 9.8027% $1,402,108 

Total $18,901,993 $20,803,658 

Embedded (Base) Fuel $0.0284000 $3,925,118 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

SMALL GENERAL SERVICE LOAD MANAGEMENT TIME-OF-DAY (225) 

Current Proposed 
Billing Current Current Billing 
Units Rate Revenue Units 

Billing kWh 
On-Peak 1,456 $0.15326 $223 1,456 
Off-Peak 1,556 $0.04940 $77 1,556 

Metered kWh 3,012 3,012 

Customer Charge 12.00 $15.10 $181 12.00 

Number of Customers 12 12 

Fuel $0.0020411 $6 

Asset Transfer Rider $59 

Economic Development Rider $0 12 

Big Sandy 1 Operations Rider $0 

Big Sandy Retirement Rider $0 $440 

Environmental Surcharge $0 $440 

Total $547 

Embedded (Base) Fuel 

Proposed Proposed 
Rate Revenue 

$0.13755 $200 
$0.05216 $81 

$19.50 $234 

$0.0020411 $6 

$0.15 $2 

$0.00272 $8 

6.2297% $27 

9.8027% $43 

$602 

$0.0284000 $86 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 355 of 1829

KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

SMALL GENERAL SERVICE LOAD MANAGEMENT EXPERIMENTAL TIME-OF-DAY (227) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 
On-Peak - Summer 23,647 $0.13538 $3,201 23,647 $0.11126 $2,631 
On-Peak - Winter 32,745 $0.15553 $5,093 32,745 $0.12020 $3,936 
Off-Peak 308,952 $0.08700 $26,879 308,952 $0.08476 $26,187 

Metered kWh 365,344 365,344 

Customer Charge 912 $14.95 $13,634 912 $19.50 $17,783 

Number of Customers 912 912 

Fuel $0.0020411 $746 $0.0020411 $746 

Asset Transfer Rider $5,620 

Economic Development Rider $0 912 $0.15 $137 

Big Sandy 1 Operations Rider $0 $0.00272 $994 

Big Sandy Retirement Rider $0 $41,292 6.2297% $2,572 

Environmental Surcharge $0 $41,292 9.8027% $4,048 

Total $55,173 $59,033 

Embedded (Base) Fuel $0.0284000 $10,376 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

SMALL GENERAL SERVICE- NON METERED (204, 213) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 
First 500 kWh 2,710,207 $0.13160 $356,663 2,710,207 $0.11500 $311,674 
Over500 kWh 1,273,801 $0.07116 $90,644 1,273,801 $0.07057 $89,892 

Metered kWh 3,984,008 3,984,008 

Customer Charge 17,594 $7.50 $131,955 17,594 $15.50 $272,707 

Number of Customers 13,488 13,488 

Fuel $0.0020411 $8,132 $0.0020411 $8,132 

Asset Transfer Rider $66,740 

Economic Development Rider 17,594 $0.15 $2,639 

Big Sandy 1 Operations Rider $0.00272 $10,837 

Big Sandy Retirement Rider $574,603 6.2297% $35,796 

Environmental Surcharge $0 $574,603 9.8027% $56,327 

Total $654,134 $788,003 

Embedded (Base) Fuel $0.0284000 $113,146 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

MEDIUM GENERAL SERVICE- RECREATIONAL LIGHTING (214) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

All kWh 1 ,563,141 $0.09004 $140,745 1,563,141 $0.10000 $156,314 

Metered kWh 1 ,563,141 1,563,141 

Customer Charge 924 $13.50 $12,474 924 $19.50 $18,018 

Number of Customers 924 924 

Fuel $0.0020411 $3,191 $0.0020411 $3,191 

Asset Transfer Rider $15,521 

Economic Development Rider $0 924 $0.15 $139 

Big Sandy 1 Operations Rider $0 $0.00283 $4,424 

Big Sandy Retirement Rider $0 $134,501 6.2297% $8,379 

Environmental Surcharge $0 $134,501 9.8027% $13,185 

Total $171,931 $203,649 

Embedded (Base) Fuel $0.0284000 $44,393 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

MEDIUM GENERAL SERVICE- SECONDARY (215, 216, 218) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 
First 200 kWh per kW 333,938,968 $0.09862 $32,933,061 333,938,968 $0.10072 $33,634,333 
Over 200 kWh per kW 162,854,869 $0.08460 $13,777,522 162,854,869 $0.08639 $14,069,032 
Minimum kWh 0 

Metered kWh 496,793,837 496,793,837 

Billing kW 
Standard 2,076,023 $1.64 $3,404,678 2,076,023 $2.05 $4,255,847 
Mining Minimum 0 $6.84 $0 $8.55 $0 

Customer Charge 84,018 $13.50 $1,134,243 84,018 $19.50 $1,638,351 

Number of Customers 84,048 84,048 

Fuel $0.0020411 $1,014,017 $0.0020411 $1,014,017 

Asset Transfer Rider $5,593,600 

Economic Development Rider $0 84,018 $0.15 $12,603 

Big Sandy 1 Operations Rider- Energy $0 $0.00141 $700,479 

Big Sandy 1 Operations Rider- Demand $0 $0.34 $705,848 

Big Sandy Retirement Rider $0 $40,907,548 6.2297% $2,548,418 

Environmental Surcharge $0 $40,907,548 9.8027% $4,010,044 

Total $57,857,120 $62,588,972 

Embedded (Base) Fuel $0.0284000 $14,108,945 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

MEDIUM GENERAL SERVICE LOAD MANAGEMENT TIME-OF-DAY (223) 

Current Proposed 
Billing Current Current Billing 
Units Rate Revenue Units 

Billing kWh 
On-peak kWh 425,019 $0.14801 $62,907 425,019 
Off-peak kWh 629,992 $0.05130 $32,319 629,992 

Metered kWh 1,055,011 1,055,011 

Customer Charge 552 $3.00 $1,656 552 

Number of Customers 552 552 

Fuel $0.0020411 $2,153 

Asset Transfer Rider $10,924 

Economic Development Rider $0 552 

Big Sandy 1 Operations Rider $0 

Big Sandy Retirement Rider $0 $76,794 

Environmental Surcharge $0 $76,794 

Total $109,959 

Embedded (Base) Fuel 

Proposed Proposed 
Rate Revenue 

$0.15757 $66,970 
$0.05491 $34,593 

$3.85 $2,125 

$0.0020411 $2,153 

$0 

$0.15 $83 

$0.00283 $2,986 

6.2297% $4,784 

9.8027% $7,528 

$121,222 

$0.0284000 $29,962 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

MEDIUM GENERAL SERVICE TIME-OF-DAY (229) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 
On-peak kWh 1,411,570 $0.14801 $208,926 1,411,570 $0.15757 $222,421 
Off-peak kWh 2,454,995 $0.05130 $125,941 2,454,995 $0.05491 $134,804 

Metered kWh 3,866,565 3,866,565 

Customer Charge 912 $14.30 $13,042 912 $19.50 $17,784 

Number of Customers 912 912 

Fuel $0.0020411 $7,892 $0.0020411 $7,892 

Asset Transfer Rider $36,904 

Economic Development Rider $0 912 $0.15 $137 

Big Sandy 1 Operations Rider $0 $0.00283 $10,942 

Big Sandy Retirement Rider $0 $276,278 6.2297% $17,211 

Environmental Surcharge $0 $276,278 9.8027% $27,083 

Total $392,706 $438,274 

Embedded (Base) Fuel $0.0284000 $109,810 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

MEDIUM GENERAL SERVICE- PRIMARY (217, 220) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 
First 200 kWh per kW 5,716,583 $0.09054 $517,579 5,716,583 $0.09245 $528,498 
Over 200 kWh per kW 3,592,839 $0.08098 $290,948 3,592,839 $0.08270 $297,128 
Minimum kWh 47,677 47,677 
Metered Voltage Adj. 0 

Metered kWh 9,357,099 9,357,099 

Billing kW 
Standard 38,082 $1.59 $60,550 38,082 $1.98 $75,402 
Mining Minimum 2,671 $6.84 $18,270 2,671 $8.55 $22,837 

Customer Charge 1,009 $25.00 $25,225 1,009 $50.00 $50,450 

Number of Customers 1,008 1,008 

Fuel $0.0020411 $19,099 $0.0020411 $19,099 

Asset Transfer Rider $92,512 $0 

Economic Development Rider 1,009 $0.15 $151 

Big Sandy 1 Operations Rider- Energy $0.00141 $13,194 

Big Sandy 1 Operations Rider- Demand $0.34 $13,856 

Big Sandy Retirement Rider $735,775 6.2297% $45,837 

Environmental Surcharge $0 $735,775 9.8027% $72,126 

Total $1,024,184 $1,138,577 

Embedded (Base) Fuel $0.0284000 $265,742 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

MEDIUM GENERAL SERVICE- SUBTRANSMISSION (236) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 
First 200 kWh per kW 385,067 $0.08361 $32,195 385,067 $0.08538 $32,877 
Over 200 kWh per kW 619,468 $0.07851 $48,634 619,468 $0.08018 $49,669 
Minimum kWh 3,233 3,233 

Metered kWh 1,007,768 1,007,768 

Billing kW 
Standard 2,508 $1.55 $3,887 2,508 $1.96 $4,916 
Mining Minimum 314 $6.84 $2,148 314 $8.55 $2,685 

Customer Charge 119 $182.00 $21,658 119 $364.00 $43,316 

Number of Customers 120 120 

Fuel $0.0020411 $2,057 $0.0020411 $2,057 

Asset Transfer Rider $11,112 

Economic Development Rider $0 119 $0.15 $18 

Big Sandy 1 Operations Rider- Energy $0 $0.00141 $1,421 

Big Sandy 1 Operations Rider- Demand $0 $0.34 $959 

Big Sandy Retirement Rider $0 $107,240 6.2297% $6,681 

Environmental Surcharge $0 $107,240 9.8027% $10,512 

Total $121,692 $155,111 

Embedded (Base) Fuel $0.0284000 $28,621 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30,2014 

LARGE GENERAL SERVICE- SECONDARY (240, 242) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 558,760,756 $0.07795 $43,555,401 558,760,756 $0.08056 $45,013,767 
Metered Voltage Adj. 60,999 60,999 
Metered kWh 558,821,755 558,821,755 

Billing kW 1,666,281 $4.02 $6,698,450 1,666,281 $5.03 $8,381,393 

Excess kVA 49,112 $3.46 $169,928 49,112 $3.46 $169,928 

Customer Charge 8,973 $85.00 $762,705 8,973 $85.00 $762,705 

Number of Customers 8,976 8,976 

Fuel $0.0020411 $1,140,623 $0.0020411 $1,140,623 

Asset Transfer Rider $5,211,705 $0 

Economic Development Rider 8,973 $0.15 $1,346 

Big Sandy 1 Operations Rider- Energy $0.00139 $776,762 

Big Sandy 1 Operations Rider- Demand $0.45 $749,826 

Big Sandy Retirement Rider $39,985,189 6.2297% $2,490,957 

Environmental Surcharge $0 $39,985,189 9.8027% $3,919,628 

Total $57,538,811 $63,406,936 

Embedded (Base) Fuel $0.0284000 $15,870,538 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

LARGE GENERAL SERVICE LOAD MANAGEMENT TIME-OF-DAY (251) 

Current 
Billing Current Current 
Units Rate Revenue 

Billing kWh 
On-peak kWh 862,445 $0.12971 $111,868 
Off-peak kWh 1,097,494 $0.05116 $56,148 

Metered kWh 1,959,939 

Customer Charge 109 $81.80 $8,916 

Number of Customers 108 

Fuel $0.0020411 $4,000 

Asset Transfer Rider $17,670 

Economic Development Rider $0 

Big Sandy 1 Operations Rider 

Big Sandy Retirement Rider 

Environmental Surcharge $0 

Total $198,602 

Embedded (Base) Fuel 

Proposed 
Billing Proposed Proposed 
Units Rate Revenue 

862,445 $0.13421 $115,749 
1,097,494 $0.05470 $60,033 

1,959,939 

109 $85.00 $9,265 

108 

$0.0020411 $4,000 

$0 

109 $0.15 $16 

$0.00276 $5,409 

$134,810 6.2297% $8,398 

$134,810 9.8027% $13,215 

$216,086 

$0.0284000 $55,662 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

LARGE GENERAL SERVICE- PRIMARY (244, 246) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 112,193,710 $0.06514 $7,308,298 112,193,710 $0.06851 $7,686,391 
Metered Voltage Adj. (8,025) (8,025) 
Metered kWh 112,185,685 112,185,685 

Billing kW 386,863 $3.89 $1,504,897 386,863 $4.89 $1,891,760 

Excess kVA 62,872 $3.46 $217,537 62,872 $3.46 $217,537 

Customer Charge 936 $127.50 $119,340 936 $127.50 $119,340 

Number of Customers 936 936 

Fuel $0.0020411 $228,985 $0.0020411 $228,985 

Asset Transfer Rider $896,161 $0 

Economic Development Rider $0 936 $0.15 $140 

Big Sandy 1 Operations Rider- Energy $0 $0.00139 $155,938 

Big Sandy 1 Operations Rider- Demand $0 $0.45 $174,088 

Big Sandy Retirement Rider $0 $7,059,122 6.2297% $439,762 

Environmental Surcharge $0 $7,059,122 9.8027% $691,985 

Total $10,275,219 $11,605,926 

Embedded (Base) Fuel $0.0284000 $3,186,073 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

LARGE GENERAL SERVICE- SUBTRANSMISSION (248) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 33,745,670 $0.04942 $1,667,711 33,745,670 $0.04670 $1,575,923 
Metered Voltage Adj. (20,476) (20,476) 
Metered kWh 33,725,194 33,725,194 

Billing kW 110,848 $3.80 $421,222 110,848 $4.82 $534,287 

Excess kVA 6,203 $3.46 $21,462 6,203 $3.46 $21,462 

Customer Charge 240 $535.50 $128,520 240 $661.65 $158,796 

Number of Customers 240 240 

Fuel $0.0020411 $68,837 $0.0020411 $68,837 

Asset Transfer Rider $182,379 $0 

Economic Development Rider $0 240 $0.15 $36 

Big Sandy 1 Operations Rider- Energy $0 $0.00139 $46,878 

Big Sandy 1 Operations Rider- Demand $0 $0.45 $49,882 

Big Sandy Retirement Rider $0 $1,429,469 6.2297% $89,052 

Environmental Surcharge $0 $1,429,469 9.8027% $140,127 

Total $2,490,132 $2,685,280 

Embedded (Base) Fuel $0.0284000 $957,796 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

LARGE GENERAL SERVICE- TRANSMISSION (250) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 671,609 $0.04644 $31,190 671,609 $0.04579 $30,753 
Metered Voltage Adj. 817 817 
Metered kWh 672,426 672,426 

Billing kW 5,277 $3.76 $19,842 5,277 $4.75 $25,066 

Excess kVA 2,541 $3.46 $8,792 2,541 $3.45 $8,766 

Customer Charge 12 $535.50 $6,426 12 $661.65 $7,940 

Number of Customers 12 12 

Fuel $0.0020411 $1,373 $0.0020411 $1,373 

Asset Transfer Rider ($738) $0 

Economic Development Rider $0 12 $0.15 $2 

Big Sandy 1 Operations Rider- Energy $0 $0.00139 $935 

Big Sandy 1 Operations Rider- Demand $0 $0.45 $2,375 

Big Sandy Retirement Rider $0 $56,739 6.2297% $3,535 

Environmental Surcharge $0 $56,739 9.8027% $5,562 

Total $66,883 $86,305 

Embedded (Base) Fuel $0.0284000 $19,097 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

QUANTITY POWER- SECONDARY (356) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 22,421,138 $0.03285 $736,534 22,421,138 $0.03398 $761,870 

Metered kWh 22,421,138 22,421,138 

Billing kW 
On-Peak 52,430 $18.51 $970,479 52,430 $20.69 $1,084,777 
Off-Peak Excess 463 $8.65 $4,005 463 
Off-Peak 41,767 $1.13 $47,197 

Billing KVAR 4,387 $0.69 $3,027 4,387 $0.69 $3,027 

Customer Charge 71 $276.00 $19,596 71 $276.00 $19,596 

Number of Customers 72 72 

Fuel $0.0020411 $45,764 $0.0020411 $45,764 

Asset Transfer Rider $165,841 $0 

Economic Development Rider $0 71 $0.15 $11 

Big Sandy 1 Operations Rider- Energy $0 $0.00139 $31,165 

Big Sandy 1 Operations Rider- Demand $0 $0.55 $28,837 

Big Sandy Retirement Rider $0 $1,339,719 6.2297% $83,460 

Environmental Surcharge $0 $1,339,719 9.8027% $131,329 

Total $1,945,247 $2,237,033 

Embedded (Base) Fuel $0.0284000 $636,760 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

QUANTITY POWER- PRIMARY (358) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 331,215,696 $0.03233 $10,708,203 331,215,696 $0.03279 $10,860,563 
Metered Voltage Adj. (44,845) (44,845) 
Metered kWh 331 '170,851 331,170,851 

Billing kW 
On-Peak 747,347 $15.00 $11,210,205 747,347 $17.46 $13,048,679 
Off-Peak Excess 4,273 $5.56 $23,758 4,273 
Off-Peak 649,744 $1.10 $714,718 
Alternate Feed 0 $4.34 $0 $6.25 $0 

Billing KVAR 114,172 $0.69 $78,779 114,172 $0.69 $78,779 

Facilities Charge $150,000 $150,000 

Customer Charge 479 $276.00 $132,204 479 $276.00 $132,204 

Number of Customers 480 480 

Fuel $0.0020411 $675,960 $0.0020411 $675,960 

Asset Transfer Rider $1,906,533 $0 

Economic Development Rider $0 479 $0.15 $72 

Big Sandy 1 Operations Rider- Energy $0 $0.00139 $460,327 

Big Sandy 1 Operations Rider- Demand $0 $0.55 $411,041 

Big Sandy Retirement Rider $0 $16,451 '130 6.2297% $1,024,856 

Environmental Surcharge $0 $16,451,130 9.8027% $1,612,655 

Total $24,885,642 $29,169,854 

Embedded (Base) Fuel $0.0284000 $9,405,252 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

QUANTITY POWER- SUBTRANSMISSION (359) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 342,877,689 $0.03201 $10,975,515 342,877,689 $0.03242 $11,116,095 
Metered Voltage Adj. (466,815) (466,815) 
Metered kWh 342,410,874 342,410,87 4 

Billing kW 
On-Peak 927,247 $10.13 $9,393,012 927,247 $10.74 $9,958,633 
Off-Peak Excess 12,051 $1.20 $14,461 12,051 
Off-Peak 816,264 $1.08 $881,565 

Billing KVAR 265,869 $0.69 $183,450 265,869 $0.69 $183,450 

Customer Charge 307 $662.00 $203,234 307 $794.00 $243,758 

Number of Customers 312 312 

Fuel $0.0020411 $698,902 $0.0020411 $698,902 

Asset Transfer Rider $1,767,822 $0 

Economic Development Rider $0 307 $0.15 $46 

Big Sandy 1 Operations Rider- Energy $0 $0.00139 $475,951 

Big Sandy 1 Operations Rider- Demand $0 $0.55 $509,986 

Big Sandy Retirement Rider· $0 $13,645,014 6.2297% $850,043 

Environmental Surcharge $0 $13,645,014 9.8027% $1,337,580 

Total $23,236,396 $26,256,009 

Embedded (Base) Fuel $0.0284000 $9,724,469 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30,2014 

QUANTITY POWER- TRANSMISSION (360) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 66,309,341 $0.03176 $2,105,985 66,309,341 $0.03204 $2,124,551 
Metered Voltage Adj. (36,624) (36,624) 
Metered kWh 66,272,717 66,272,717 

Billing kW 
On-Peak 145,830 $9.00 $1,312,470 145,830 $10.45 $1,523,924 
Off-Peak Excess 2,250 $1.10 $2,475 2,250 
Off-Peak 142,365 $1.07 $152,331 

Billing KVAR 76,675 $0.69 $52,906 76,675 $0.69 $52,906 

Customer Charge 60 $1,353.00 $81,180 60 $1,353.00 $81,180 

Number of Customers 60 60 

Fuel $0.0020411 $135,271 $0.0020411 $135,271 

Asset Transfer Rider $369,296 $0 

Economic Development Rider $0 60 $0.15 $9 

Big Sandy 1 Operations Rider- Energy $0 $0.00139 $92,119 

Big Sandy 1 Operations Rider- Demand $0 $0.55 $80,207 

Big Sandy Retirement Rider $0 $2,225,080 6.2297% $138,616 

Environmental Surcharge $0 $2,225,080 9.8027% $218,118 

Total $4,059,582 $4,599,230 

Embedded (Base) Fuel $0.0284000 $1,882,145 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

COMMERCIAL AND INDUSTRIAL POWER TIME-OF-DAY- SUBTRANSMISSION (371) 

Current 
Billing Current Current 
Units Rate Revenue 

Billing kWh 1,764,053,671 $0.02906 $51 ,263,400 

Metered kWh 1 '764,053,671 

Billing kW 
On-Peak 2,915,472 $12.06 $35,160,592 
Off-Peak 3,028,911 $1.20 $3,634,693 
Minimum 87,948 $12.17 $1,070,327 
Maximum 0 

Billing KVAR 202,954 $0.69 $140,038 

Customer Charge 107 $794.00 $84,958 

Number of Customers 108 

Fuel $0.0020411 $3,600,649 

Asset Transfer Rider $6,060,400 

Economic Development Rider $0 

Big Sandy 1 Operations Rider- Energy $0 

Big Sandy 1 Operations Rider- Demand $0 

Big Sandy Retirement Rider $0 

Environmental Surcharge $0 

Total $101 ,015,058 

Embedded (Base) Fuel 

Proposed 
Billing Proposed Proposed 
Units Rate Revenue 

1,764,053,671 $0.03242 $57,190,620 

1,764,053,671 

2,915,472 $10.74 $31,312,169 
3,028,911 $1.08 $3,271,224 

87,948 $12.07 $1,061,532 

202,954 $0.69 $140,038 

107 $794.00 $84,958 

108 

$0.0020411 $3,600,649 

$0 

107 $0.15 $16 

$0.00139 $2,452,035 

$0.55 $1,651,881 

$47,065,349 6.2297% $2,932,030 

$47,065,349 9.8027% $4,613,675 

$108,310,827 

$0.0284000 $50,099,124 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

COMMERCIAL AND INDUSTRIAL POWER TIME-OF-DAY- TRANSMISSION (372) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Billing kWh 292,348,340 $0.02880 $8,419,632 292,348,340 $0.03204 $9,366,841 

Metered kWh 292,348,340 292,348,340 

Billing kW 
On-Peak 428,879 $10.98 $4,709,091 428,879 $10.45 $4,481,786 
Off-Peak 414,632 $1.10 $456,095 414,632 $1.07 $443,656 
Minimum 124,559 $11.09 $1,381,359 124,559 $11.76 $1,464,814 
Maximum 0 

Billing KVAR 20,478 $0.69 $14,130 20,478 $0.69 $14,130 

Customer Charge 24 $1,353.00 $32,472 24 $1,353.00 $32,472 

Number of Customers 24 24 

Fuel $0.0020411 $596,719 $0.0020411 $596,719 

Asset Transfer Rider $798,685 

Economic Development Rider $0 24 $0.15 $4 

Big Sandy 1 Operations Rider- Energy $0 $0.00139 $406,364 

Big Sandy 1 Operations Rider- Demand $0 $0.55 $304,391 

Big Sandy Retirement Rider $0 $8,211,764 6.2297% $511,568 

Environmental Surcharge $0 $8,211,764 9.8027% $804,975 

Total $16,408,184 $18,427,718 

Embedded (Base) Fuel $0.0284000 $8,302,693 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

MUNICIPAL WATERWORKS (540) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units ~ Revenue 

All kWh 3,841,169 $0.08300 $318,817 3,841,169 $0.08601 $330,379 
Minimum kWh 22,870 22,870 

Metered kWh 3,864,039 3,864,039 

Minimum kW 714 $4.10 $2,927 714 $8.20 $5,855 

Customer Charge 132 $22.90 $3,023 132 $22.90 $3,023 

Number of Customers 132 132 

Fuel $0.0020411 $7,887 $0.0020411 $7,887 

Asset Transfer Rider $31,629 

Economic Development Rider $0 132 $0.15 $20 

Big Sandy 1 Operations Rider $0 $0.00248 $9,583 

Big Sandy Retirement Rider $0 $239,120 6.2297% $14,896 

Environmental Surcharge $0 $239,120 9.8027% $23,440 

Total $364,284 $395,083 

Embedded (Base) Fuel $0.0284000 $109,739 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30, 2014 

OUTDOOR LIGHTING (093, 094, 095, 097, 098, 099, 107, 109, 110, 111, 113, 116, 120, 122, 131) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

Overhead Lighting Service 
High Pressure Sodium 

1 DO watts, 9,500 Lumens (094) 235,073 $8.75 $2,056,892 235,073 $9.65 $2,268,458 
150 watts, 16,000 Lumens (113) 221,760 $9.90 $2,195,425 221,760 $10.95 $2,428,273 
200 watts, 22,000 Lumens (097) 21,655 $12.20 $264,188 21,655 $13.45 $291,256 
250 watts, 28,000 Lumens (103} 0 $13.35 $0 0 $18.10 $0 
400 watts, 50,000 Lumens (098} 2,062 $19.15 $39,480 2,062 $21.05 $43,397 

Mercury Vapor 
175 watts, 7,000 Lumens (093) 10,578 $9.75 $103,133 10,578 $10.75 $113,711 
400 watts, 20,000 Lumens (095) 1,023 $16.85 $17,242 1,023 $18.60 $19,032 

Post To12 Lighting Service 
High Pressure Sodium w PT- UG Circuit 

100watts, 9,500 Lumens (111) 8,322 $13.10 $109,020 8,322 $14.45 $120,255 
150 watts, 16,000 Lumens (122) 735 $21.45 $15,768 735 $23.70 $17,422 

Mercury Vapor- PT- UG Circuit 
175 watts, 7,000 Lumens (099) 93 $11.20 $1,043 93 $12.30 $1,145 

High Pressure Sodium - Shoebox with Decorative Pole 
1 DO watts, 9,500 Lumens (121) 0 $20.00 $0 0 $33.50 $0 
250 watts, 28,000 Lumens (120} 10 $24.00 $248 10 $50.05 $517 
400 watts, 50,000 Lumens (126} 0 $27.90 $0 0 $44.10 $0 

Flood Lighting Service 
High Pressure Sodium -Floodlight, existing pole 
200 watts, 22,000 Lumens (1 07) 18,371 $13.60 $249,848 18,371 $15.00 $275,567 
400 watts, 50,000 Lumens (1 09) 45,422 $18.85 $856,205 45,422 $20.80 $944,778 

Metal Halide- Floodlight, existing pole 
250 watts, 20,500 Lumens (11 0) 1,383 $18.20 $25,164 1,383 $20.10 $27,791 
400 watts, 36,000 Lumens (116) 9,594 $24.10 $231,215 9,594 $26.60 $255,200 
1000 watts, 110,000 Lumens (131) 694 $52.20 $36,206 694 $67.35 $46,714 

Metal Halide- Mongoose Light, existing pole 
250 watts, 20,500 Lumens (130} 0 $21.80 $0 0 $25.30 $0 
400 watts, 36,000 Lumens (136} 0 $25.50 $0 0 $30.30 $0 

Metered kWh 37,640,598 37,640,598 

Facilities Charge 
Pole 45,138 $2.85 $128,643 45,138 $3.15 $142,184 
Span 48,868 $1.60 $78,189 48,868 $1.75 $85,519 
Lateral 642 $6.25 $4,012 642 $6.90 $4,429 

Fuel $0.0020411 $76,829 $0.0020411 $76,829 

Asset Transfer Rider $767,571 $0 

Big Sandy 1 Operations Rider $0 $0.00147 $55,332 

Big Sandy Retirement Rider $0 $6,071,989 6.2297% $378,267 

Environmental Surcharge $0 $6,071,989 9.8027% $595,219 

Total $7,256,320 $8,191,296 

Embedded (Base) Fuel $0.0284000 $1,068,993 
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KENTUCKY POWER BILLING ANALYSIS 
PROFORMA 
TEST YEAR ENDED SEPTEMBER 30,2014 

STREET LIGHTING (528) 

Current Proposed 
Billing Current Current Billing Proposed Proposed 
Units Rate Revenue Units Rate Revenue 

OH Service on Distribution Poles 
High Pressure Sodium 
100 watts, 9,500 Lumens 95,940 $7.25 $695,566 95,940 $8.05 $772,319 
150 watts, 16,000 Lumens 1,038 $8.30 $8,612 1,038 $9.25 $9,597 
200 watts, 22,000 Lumens 28,868 $10.30 $297,345 28,868 $11.45 $330,543 
400 watts, 50,000 Lumens 5,702 $16.05 $91,519 5,702 $17.80 $101,498 

Service on New Wood Distribution Poles 
High Pressure Sodium 

100 watts, 9,500 Lumens 4,619 $10.25 $47,348 4,619 $11.35 $52,429 
150 watts, 16,000 Lumens 242 $11.40 $2,754 242 $12.60 $3,044 
200 watts, 22,000 Lumens 5,046 $13.15 $66,351 5,046 $14.60 $73,667 
400 watts, 50,000 Lumens 955 $18.45 $17,619 955 $20.45 $19,529 

Service on New Metal or Concrete Poles 
High Pressure Sodium 

100 watts, 9,500 Lumens $18.90 $0 0 $20.95 $0 
150 watts, 16,000 Lumens $19.85 $0 0 $22.00 $0 
200 watts, 22,000 Lumens 1,080 $25.25 $27,275 1,080 $28.00 $30,246 
400 watts, 50,000 Lumens $27.45 $0 0 $30.45 $0 

Metered kWh 8,190,082 8,190,082 

Number of Customers 672 672 

Fuel $0.0020411 $16,717 $0.0020411 $16,717 

Asset Transfer Rider $151,602 $0 

Economic Development Rider $0 672 $0.15 $101 

Big Sandy 1 Operations Rider $0 $0.00147 $12,039 

Big Sandy Retirement Rider $0 $1,172,414 6.2297% $73,038 

Environmental Surcharge $0 $1,172,414 9.8027% $114,928 

Total $1,422,709 $1,609,696 

Embedded (Base) Fuel $0.0284000 $232,598 
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Big Sandy Retirement Rider (BSRR) 
Revenue Allocation and Adjustment Factor Calculation 

KPCo Total Co levelized Revenue Requirement 

KPCo KY Retail Juris Demand Factor 

KY Retail Juris Total Co Levelized Revenue Requirement 

KY Residential Retail Revenue 

All Other Classes Retail Revenue 

KY Total Retail Revenue 

All Other Classes Non-Fuel Retail Revenue 

Residential Allocation 

All Other Allocation 

Total 

Residential BSRR Adjustment Factor 

All Other BSRR Adjustment Factor 

Revenue Verification 

$ 

$ 

$ 
$ 
$ 
$ 

$ 
$ 
$ 

$ 

22,166,310 a 

0.986 b 

21,855,982 c = a*b 

243,238,523 d 

331,069,707 e 

574,308,230 f= d+e 

202,244,660 g 

9,256,731 h = c(d/f) 

12,599,251 i= c(e/f) 

21,855,982 

3.8056% j = h/d 

6.2297% k = i/g 

21,855,921 l=d*j+g*k 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 378 of 1829

Environmental Surcharge 
Revenue Allocation and Adjustment Factor Calculation 

KPCo Total Co Revenue Requirement 

KPCo KY Retail Juris Factor 

KY Retail Juris Total Co Revenue Requirement 

KY Residential Retail Revenue 
All Other Classes Retail Revenue 

KY Total Retail Revenue 
All Other Classes Non-Fuel Retail Revenue 

Residential Allocation 
All Other Allocation 

Total 

Residential Enviromental Adjustment Factor 

All Other Environmental Adjustment Factor 

Revenue Verification 

$ 

$ 

$ 
$ 
$ 
$ 

$ 
$ 
$ 

$ 

37,892,616 a 

0.9076 b 
34,391,339 c = a*b 

243,238,523 d 
331,069,707 e 
574,308,230 f= d+e 
202,244,660 g 

14,565,869 h = c(d/f) 

19,825,470 i= c(e/f) 
34,391,339 

5.9883% j = h/d 

9.8027% k = i/g 

34,391,290 l=d*j+g*k 
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Capacity Charge 
Revenue Allocation and Adjustment Factor Calculation 

Revenue Requirement 

Tariff IGS Proposed Total Revenue 
All Other Classes Proposed Total Revenue 
KY Total Retail Revenue 

Tariff IGS Allocation 

All Other Allocation 
Total 

Tariff IGS Energy 
All Other Energy 

Total 

Tariff IGS Capacity Charge per kWh 

All Other Capacity Charge per kWh 

Revenue Verification 

$ 

$ 
$ 
$ 

$ 
$ 
$ 

$ 
$ 

$ 

6,200,000 a 

189,000,671 b 
441,554,769 c 

630,555,440 d = b +c 

1,858,368 e = a(b/d) 

4,341,632 f = a(c/d) 
6,200,000 g = e +f 

2,818,677,591 h 
3,673,418,023 

6,492,095,614 j = h + i 

0.000659 k= e/h 
0.001182 l=f/i 

6,199,489 m=h*k+i*l 
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Big Sandy Retirement Rider (BSRR) 
Revenue Allocation and Adjustment Factor Calculation 

KPCo Total Co Levelized Revenue Requirement 

KPCo KY Retail Juris Demand Factor 

KY Retail Juris Total Co Levelized Revenue Requirement 

KY Residential Retail Revenue 

All Other Classes Retail Revenue 

KY Total Retail Revenue 

All Other Classes Non-Fuel Retail Revenue 

Residential Allocation 

All Other Allocation 

Total 

Residential BSRR Adjustment Factor 

All Other BSRR Adjustment Factor 

Revenue Verification 

$ 

$ 

$ 
$ 
$ 
$ 

$ 
$ 
$ 

$ 

22,166,310 a 

0.986 b 

21,855,982 c = a*b 

243,238,523 d 

331,069,707 e 

574,308,230 f= d+e 

202,244,660 g 

9,256,731 h = c(d/f) 

12,599,251 i= c(e/f) 

21,855,982 

3.8056% j = h/d 

6.2297% k = i/g 

21,855,921 l=d*j+g*k 
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ALLOCATION OF ASSET TRANSFER RIDER OVER/UNDER COLLECTION 

Adjusted 
Asset Transfer Asset Transfer 

Tariff Sheet Rider Over/Under Rider 
RS $16,434,417 $1 ,471 ,306 17,905,723 
RS LMTOD $28,287 $2,532 30,819 
RSTOD $304 $27 331 
Total Residential $16,463,009 $1,473,865 17,936,874 

OL Total $704,500 $63,071 767,571 

SGS Metered $1,747,159 $156,416 1,903,575 
SGS LMTOD $54 $5 59 
SGS EXPTOD $5,158 $462 5,620 
SGSNM $61,256 $5,484 66,740 
Total SGS $1,813,628 $162,367 1,975,995 

MGSAF $14,246 $1,275 15,521 
MGS SEC $5,133,977 $459,623 5,593,600 
MGSLMTOD $10,026 $898 10,924 
MGSTOD $33,872 $3,032 36,904 
MGSPRI $84,910 $7,602 92,512 
MGS SUB $10,199 $913 11,112 
MGS $5,287,231 $473,343 5,760,574 

LGS SEC $4,783,462 $428,243 5,211,705 
LGS LM TOD $16,218 $1,452 17,670 
LGS PRI $822,524 $73,637 896,161 
LGS SUB $167,393 $14,986 182,379 
LGS TRAN ($677) ($61) (738) 
LGS $5,788,920 $518,257 6,307,177 

QPSEC $152,214 $13,627 165,841 
QPPRI $1,749,874 $156,659 1,906,533 
QPSUB $1,622,561 $145,261 1,767,822 
QPTRAN $338,951 $30,345 369,296 
QP $3,863,601 $345,892 4,209,493 

CIPTODSUB $5,562,420 $497,980 6,060,400 
CIPTODTRAN $733,057 $65,628 798,685 
CIPTOD $6,295,477 $563,608 6,859,085 

SL $139,145 $12,457 151,602 

MW $29,030 $2,599 31,629 

Total $40,384,541 $3,615,459 44,000,000 

C :\Users\s175282\AppData\Local\Microsoft\Windows\T emporary Internet Fi!es\Content.Outlook\C61J95FB\Proforma Picture Tariffs R 2014.xlsx 
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Comparison of Current and Proposed Rates 
Test Year Ended September 30, 2014 

Case No.: 2014-00396 

CURRENT RATES PROPOSED RATES 

Excess Excess 

TARIFF Demand KVA/KVAR Energy Customer Demand o/oChange KVAR %Change Energy %Change Customer %Change 

(2) (3) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) 
$/I<W $/kVAR c/kWh $/mo $/kW $/kVAR c/kWh $/mo 

RS 8.00 16.00 100.0% 
All kWh 8.590 9.035 5.2% 
Storage Water Htg. kWh 

80 gallons 4.940 5.216 5.6% 
100 gallons 4.940 5.216 5.6% 
120 gallons 4.940 5.216 5.6% 

Load Management Water Heating 4.940 5.216 5.6% 

RS·LM·TOD 10.55 18.70 77.3% 
On-Peak 13.227 13.879 4.9% 
Off-Peak 4.940 5.216 5.6% 

Conservation and Load Management Credit 0.745 0.745 0.0% 

Separate Metering 3.00 3.85 28.3% 

RS·TOD 10.55 18.70 77.3% 
On-Peak 13.227 13.879 4.9% 
Off-Peak 4.940 5.216 5.6% 

RS-TOD 2 (no customers) 11.45 18.70 63.3% 
On-Peak- Summer 11.406 10.885 -4.6% 
On-Peak- Winter 13.829 12.132 -12.3% 
Off-Peak 7.390 8.309 12.4% 

SGS 11.50 19.50 69.6% 
First 500 kWh 13.160 11.500 -12.6% 
Over 500 kWh 7.116 7.057 -0.8% 

SGS Non-Metered 7.50 15.50 106.7% 
First 500 kWh 13.160 11.500 -12.6% 
Over 500 kWh 7.116 7.057 -0.8% 

SGS·LM·TOD 15.10 19.50 29.1% 
On-Peak 15.326 13.755 -10.3% 
Off-Peak 4.940 5.216 5.6% 

SGS-EXP-TOD 14.95 19.50 30.41'/o 
On-Peak- Summer 13.538 11.126 -17.8% 
On-Peak- Winter 15.553 12.020 -22.7% 
Off-Peak 8.700 8.476 -2.6% 

C;\Users\s175282\App0ala\Locai\Mi~rosolt\Windows\Temporary Internet Flles\C<>nlentOUUook\C6\J95FB\Comparlson of Current and Proposed Rates 12-4-14 - 2014.Jds 
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Comparison of Current and Proposed Rates 
Test Year Ended September 30, 2014 

Case No.: 2014-00396 

CURRENT RATES PROPOSED RATES 

Excess Excess 
TARIFF Demand KVAIKVAR Energy Customer Demand o/oChange KVAR %Change Energy %Change Customer %Change 

(2) (3) (5) (6) (7) (8) (9) (1 D) (11) (12) (13) (14) 
$/kW $/kVAR c/kWh $/mo $/kW $/kVAR c/kWh $/mo 

MGS 
Secondarv 1.64 13.50 2.05 25.0% 19.50 44.4% 

kWh equal to 200 times Kw of mo. billing dem. 9.862 10.072 2.1% 
kWh in excess of 200 times kW of mo. billing dem. 8.460 8.639 2.1% 

Primarv 1.59 25.00 1.99 25.2% 50.00 100.0% 
kWh equal to 200 times Kw of mo. billing dem. 9.054 9.245 2.1% 
kWh in excess of 200 times kW of mo. billing dem. 8.098 8.270 2.1% 

Subtransmission 1.55 182.00 1.96 26.5% 364.00 100.0% 
kWh equal to 200 times Kw of mo. billing dem. 8.361 8.538 2.1% 
kWh in excess of 200 times kW of mo. billing dem. 7.851 8.018 2.1% 

Minimum Charge 6.84 8.55 25.0% 

MGS ~Recreational Lighting 9.004 13.50 10.000 11.1% 19.50 44.4% 

MGS~LM~TOD 3.00 3.85 28.3%, 
On~Peak 14.801 15.757 6.5% 
Off~Peak 5.130 5.491 7.0% 

MGS~TOD 14.30 19.50 36.4% 
On~Peak 14.801 15.757 6.5% 
Off~Peak 5.130 5.491 7.0% 

LGS 
Secondary 4.02 3.46 7.795 85.00 5.03 25.1% 3.46 0.0% 8.056 3.3% 85.00 0.0% 
Primary 3.89 3.46 6.514 127.50 4.89 25.7% 3.46 0.0% 6.851 5.2% 127.50 0.0% 
Subtransmission 3.80 3.46 4.942 535.50 4.83 27.1% 3.46 0.0% 4.670 ~5.5% 661.65 23.6% 
Transmission 3.76 3.46 4.644 535.50 4.75 26.3% 3.46 0.0% 4.579 ~1.4% 661.65 23.6% 

LGS~LM~TOD 81.80 85.00 3.9% 
On-Peak 12.971 13.164 1.5% 
Off~Peak 5.116 5.471 6.9% 

C:\Users\s175262\AppPata\Lllca!\Microsolt\Windows\Temporary l~temet Files\Co~tent.O..Uook\C6IJ95FB\Comparison of CuiTl!~l and Proposed Rates 12-4-14 - 2014.;<1s 2 
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Comparison of Current and Proposed Rates 
Test Year Ended September 30, 2014 

Case No.: 2014-00396 

CURRENT RATES PROPOSED RATES 

Excess Excess 
TARIFF Demand KVA/KVAR Energy Customer Demand o/oChanqe KVAR %Change Energy %Change Customer %Change 

(2) (3) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) 
$/kW $/kVAR c/kWh $/mo $/kW $/kVAR c/kWh $/mo 

LGS-TOD (no customers) 
Secondary 7.64 3.46 85.00 10.20 33.5% 3.46 0.0% 85.00 0.0% 

On-Peak 9.778 8.481 -13.3% 
Off-Peak 4.116 4.533 10.1% 

Primary 4.58 3.46 127.50 7.35 60.5% 3.46 0.0% 127.50 0.0% 
On-Peak 7.959 8.187 2.9% 
Off-Peak 3.965 4.411 11.2% 

Subtransmission 0.24 3.46 535.50 1.08 350.0% 3.46 0.0% 661.65 23.6% 
On-Peak 7.729 8.098 4.8% 
Off-Peak 3.891 4.374 12.4% 

Transmission 0.15 3.46 535.50 1.07 613.3% 3.46 0.0% 661.65 23.6% 
On-Peak 7.655 8.002 4.5°/o 
Off-Peak 3.854 4.334 12.5% 

QP 
Secondarv 0.69 276.00 0.69 0.0°/o 276.00 0.0% 

On-Peak Billing Demand 18.51 20.69 11.8% 
Off-Peak Excess Bil!ing Demand 8.65 
Off-Peak Billing Demand 1.13 
Minimum Demand 22.06 
All kWh 3.285 3.398 3.4% 

Primary 0.69 276.00 0.69 0.0% 276.00 0.0% 
On-Peak Billing Demand 15.00 17.46 16.4% 
Off-Peak Excess Billing Demand 5.56 
Off-Peak Billing Demand 1.10 
Minimum Demand 18.80 
All kWh 3.233 3.279 1.4% 

Subtransmission 0.69 662.00 0.69 0.0% 794.00 19.9% 
On-Peak Billing Demand 10.13 10.74 6.0% 
Off-Peak Excess Billing Demand 1.20 
Off-Peak Billing Demand 1.08 
Minimum Demand 12.07 
All kWh 3.201 3.242 1.3% 

Transmission 0.69 1,353.00 0.69 0.0% 1,353.00 0.0% 
On-Peak Billing Demand 9.00 10.45 16.1% 
Off-Peak Excess Billing Demand 1.10 
Off-Peak Billing Demand 1.07 

C;\Users\s175282\AppData\Loca~Microsofi\Windows\Temporary Internet Files\Contl!nt.Oullook\C61J95FB\Comparlson of Current and Proposed Rales 12-4-14 -2014.xls 
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Minimum Demand 
All kWh 

Demand 

(2) 
$/kW 

KENTUCKY POWER COMPANY 
Comparison of Current and Proposed Rates 

Test Year Ended September 30, 2014 
Case No.: 2014-00396 

CURRENT RATES 

Excess 

KVA/KVAR Energy Customer Demand % Change 

(3) (5) (6) (7) (B) 
$/kVAR C/kWh $/rna $/kW 

11.76 
3.176 

C;\Users\s175282\AppDala\Lc<>a~Micrcsofl\W'Indows\Temporary Internet Files\Conlent.OuUooi<.\C6IJ95FB\Comparison of Current and Proposed Rates 12-4-14 - 2014.)(15 

PROPOSED RATES 

Excess 

KVAR %Change Energy %Change Customer %Change 

(9) (1 D) (11) (12) (13) (14) 
$/kVAR c/kWh $/rna 

3.204 0.9% 
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Comparison of Current and Proposed Rates 
Test Year Ended September 30, 2014 

Case No.: 2014-00396 

CURRENT RATES PROPOSED RATES 

Excess Excess 

TARIFF Demand KVA/KVAR Energy Customer Demand o/oChanqe KVAR %Change Energy %Change Customer %Change 

(2) (3) (5) (6) (7) (B) (9) (1 D) (11) (12) (13) (14) 
$/kW $/kVAR cfkWh $/mo $/kW $/kVAR c/kWh $/mo 

CIP-TOD 
Primary 0.69 2.962 276.00 0.69 0.0% 3.279 10.7% 276.00 0.0% 

On-Peak Billing Demand 16.77 17.46 4.1% 
Off-Peak Billing Demand 5.56 1.10 -80.2% 

Subtransmission 0.69 2.906 794.00 0.69 0.0% 3.242 11.6% 794.00 0.0% 
On-Peak Billing Demand 12.06 10.74 -10.9% 
Off-Peak Billing Demand 1.20 1.08 -10.0% 

Transmission 0.69 2.880 1,353.00 0.69 0.0% 3.204 11.3% 1,353.00 0.0% 
On-Peak Billing Demand 10.98 10.45 -4.8% 
Off-Peak Billing Demand 1.10 1.07 -2.7% 

Minimum Demand Charge 
Primary 16.88 18.80 11.4% 
Subtransmission 12.17 12.07 -0.8% 
Transmission 11.09 11.76 6.0% 

MW 22.90 22.90 0.0% 
All kWh 8.300 8.601 3.6% 
Minimum Charge 4.10 8.20 100.0% 

C:\Usersls175Z82\AppPata\Locai\Microsolt\Windows\Tempor~ry Internet Files\Conlent.Outlook\C(i)J95FI3\Comparison of Current and Proposed R~tes 12-4-14 - 2014:.cls 
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OL 
High Pressure Sodium 

1 00 Watt (094) 
150Watt {113) 
200 Watt (097) 
250 Watt {103) 
400 Watt (098) 
100 Watt Shoebox (121) 
250 Watt Shoebox (120) 
400 Watt Shoebox ( 126) 

Mercury Vapor 
175 Watt (093) 
400 Watt (095) 

Post Top 
100 Watt HPS (111) 
150 Watt HPS (122) 
175 Watt MV (099) 

Floodlights 
200 Watt HPS (1 07) 
400 Watt HPS (1 09} 
250 Watt MH (11 0) 
400 Watt MH (116) 
1000 Watt MH (131) 
250 Watt MH -Mongoose (130) 
400 Watt MH- Mongoose (136) 

Wood Pole 
Overhead Span 
Underground Lateral 

KENTUCKY POWER COMPANY 
Comparison of Current and Proposed Rates 

Test Year Ended September 30, 2014 
Case No.: 2014-00396 

CURRENT RATES 

Excess 
Demand KVA/KVAR Energy Customer Demand 0~Change 

(2) 
$/kW 

(3) 
$/kVAR 

(5) 
c/kWh 

(6) 
$/mo 

8.75 
9.90 

12.20 
13.35 
19.15 
20.00 

24.00 
27.90 

9.75 
16.85 

13.10 
21.45 
11.20 

13.60 
18.85 
18.20 
24.10 
52.20 
21.80 
25.50 

2.85 
1.60 
6.25 

(7) (B) 
$/kW 

per lamp I mth 
per lamp I mth 
per lamp I mth 
per lamp 1 mth 
per lamp 1 mth 
per lamp I mth 
per lamp I mth 
per lamp I mth 

per lamp I mth 
per lamp I mth 

per lamp I mth 
per lamp I mth 
per lamp I mth 

per lamp I mth 
per lamp I mth 
per lamp I mth 
per lamp I mth 
per lamp I mth 
per lamp I mth 
per lamp I mth 

per pole I mth 
per span I mth 
per lateral/ mth 

C:\Usersls175282\AppData\Locai\Microsoft\Windows\Temp11tal)' Internet Fl!es\CIInlent.Oullllolt\C6IJ95FB\Comparison of Current and Proposed Rates 12-4-14 - 2014.Jcts 

PROPOSED RATES 

Excess 
KVAR %Change Energy %Change Customer %Change 

(9) (1 0) (11) (12) (13) (14) 
$/kVAR c/kWh $/mo 

9.65 10.3% 
10.95 10.6% 
13.45 1 0.2°/o 
18.10 35.6% 
21.05 9.9% 
33.50 67.5% 
50.05 108.5% 
44.10 58.1% 

10.75 10.3% 
18.60 10.4% 

14.45 10.3% 
23.70 10.5% 
12.30 9.8% 

15.00 10.3% 
20.80 10.3% 
20.10 10.4% 
26.60 10.4% 
67.35 29.0% 
25.30 16.1% 
30.30 18.8% 

3.15 10.5% 
1.75 9.4% 
6.90 10.4°/11 

6 
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Demand 

(2) 
$/kW 

SL 
Overhead Service on Existing Distribution Poles 

100 Watt HPS 
150 Watt HPS 
200 Watt HPS 
400 Watt HPS 

Service on New Wood Distribution Pol§;s 
100 Watt HPS 
150 Watt HPS 
200 Watt HPS 
400 Watt HPS 

Service on New Metal or Concrete Poles 
100 Watt HPS 
150 Watt HPS 
200 Watt HPS 
400 Watt HPS 

KENTUCKY POWER COMPANY 
Comparison of Current and Proposed Rates 

Test Year Ended September 30, 2014 
Case No.: 2014-00396 

CURRENT RATES 

Excess 

KVA/KVAR Energy Customer Demand o/oChanqe 

(3) (5) (6) (7) (8) 
$/kVAR c/kWh $/mo $/kW 

7.25 per lamp I mth 
8.30 per lamp I mth 

10.30 per lamp I mth 
16.05 per lamp I mth 

10.25 per lamp I mth 
11.40 per lamp I mth 
13.15 per lamp I mth 
18.45 per lamp I mth 

18.90 per lamp I mth 
19.85 per !amp I mth 
25.25 per !amp I mth 
27.45 per !amp I mth 

C:\Users\s1752821AppData\Locat\Microooi\\Windows\Temporary Internet Flles\Content.Oulloo~\C61J95FB\Comparison of Current and Proposed Rates 1 2-4-14 - 2014.:-ls 

PROPOSED RATES 

Excess 

KVAR %Change Energy %Change Customer %Change 

(9) (10) (11) (12) (13) (14) 
$/k:VAR c/kWh $/mo 

8.05 11.0% 
9.25 11.4% 

11.45 11.2% 
17.80 10.9<.>/o 

11.35 10.7% 
12.60 10.5% 
14.60 11.0% 
20.45 10.8% 

20.95 10.8% 
22.00 10.8% 
28.00 10.9% 
30.45 10.9% 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 389 of 1829KENTUCKY POWER COMPANY 

Comparison of Current and Proposed Rates 
Test Year Ended September 30, 2014 

Case No.: 2014-00396 

CURRENT RATES PROPOSED RATES 

Excess Excess 
TARIFF Demand KVA/KVAR Eneray Customer Demand % Change KVAR %Change Enemy %Change Customer %Change 

(2) (3) (5) (6) (7) (B) (9) (10) (11) (12) (13) (14) 
$/kW $/kVAR c/kWh $fmo $/kW $/kVAR c/kWh $/mo 

CATV 
Charge for attachments on a two-user pole 7.21 per pole I year 7.21 0.0% 
Charge for attachments on a three-user pole 4.47 per pole I year 4.47 0.0% 

COGEN/SPPI&II 
Standard Measurement 6.75 Single Phase 8.50 25.9% 

7.75 Polyhase 11.10 43.2% 
TOO Measurement 7.15 Single Phase 9.05 26.6% 

8.10 Polyhase 11.40 40.7% 

Energy Credit 
Standard Meter 2.90 3.79 30.7% 
TOO Meter 

On-Peak KWH 3.06 4.64 51.6% 
Off-Peak KWH 2.78 3.18 14.4% 

Capacity Credit 
Standard Energy Meter 2.84 3.70 30.3% 
TOO Energy Meter 6.82 8.87 30.1% 

NUG 
Subtransmission 3.65 0.69 0.00 -100.0% 0.00 -100.0% 
Transmission 2.30 0.69 0.00 -100.0% 0.00 -100.0% 

AFS 
Primary 4.34 6.25 44.0% 
Transfer Switch Maintenance 13.57 14.25 

C:\Users\s1752821AppData\Locat\Micrg.sort\Windows\Temporary Internet Rles\Conlent.Outlook\CGIJ95F8\Comparison of Current and Prop <>Sed Rates 12-4-14 - 2014.l<ls 



Filing Requirement 
807 KAR 5:001 Section 16 (4)(h) 

 
Filing Requirement: 

 
A summary of the utility's determination of its revenue requirements based on return on 
net investment rate base, return on capitalization, interest coverage, debt service coverage, 
or operating ratio, with supporting schedules; 
 

 
Response: 

 
Please see Section V, Schedules 1-3.  Also, please see the testimony of Company Witness 
Wohnhas. 
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(i) 

 
 

Filing Requirement: 
 

A reconciliation of the rate base and capital used to determine its revenue requirements; 
 

 
Response: 

 
It is Kentucky Power Company’s understanding that the KPSC authorizes utilities 
operating under its jurisdiction a return on capitalization.  Capitalization is a readily 
determinable number which is audited by the Company’s outside independent auditors.  
Theoretically, the only difference between capitalization and net investment rate base is 
a company’s cash working capital.  One primary benefit of authorizing a company 
return on capitalization is that it reduces the need and cost of a consultant to perform a 
study and testify in the case as to the appropriate level of cash working capital.  The 
appropriate level of cash working capital is a number that is difficult to determine. 
 
Please see the attached page for reconciliation of the rate base and capital used to 
determine Kentucky Power’s revenue requirement. 
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KENTUCKY POWER COMPANY

Line
No. Description

1 Total KPSC Jurisdiction Rate Base 1,158,186,514$    
(Section V, Schedule 1, line 15)

2 Cash 1,749,762$      
3 Accounts Receivable Net 76,799,180      
4 Other Property and Investments 5,548,144        
5 Allowance Inventory 13,622,289      
6 Accrued Utility Revenues -                   
7 Energy Trading Contracts 8,381,542        
8 Other Current Assets 61,439             
9 Unamortized Loss Reacquired Debt 611,282           

10 Property Taxes 4,528,249        
11 Other Deferred Debits 260,847,943    

12 Accounts Payable (91,716,477)     
13 Taxes Accrued (39,297,426)     
14 Interest Accrued (5,298,052)       
15 Obligations Under Capital Leases (4,506,282)       
16 Accumulated Provisions - Misc. (70,656,153)     
15 Other Current and Accrued Liabilities (48,101,128)     
16 Regulatory Liabilities (5,755,097)       
17 Other Deferred Credits (198,594,410)   (91,775,197)          *

18 KPSC Jurisdiction Cash Working Capital 41,470,569           
(Section V, Schedule 4, column 6, line 43)

19 Difference 39,598,442           

20 Total KPSC Jurisdiction Capitalization 1,147,480,328$    
(Section V, Schedule 1, line 17)

* Lines 2 through 17 are Total Company amounts.  Lines 1, 18, and 20 are KPSC
jurisdiction amounts.
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(j) 

 
 

Filing Requirement: 
 

A current chart of accounts if more detailed than the Uniform System of Accounts 
prescribed by the commission; 
 

 
Response: 
 
Please see the following attachment for a current chart of accounts. 
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Account Descr
1010001 Plant in Service
1011001 Capital Leases
1011006 Prov-Leased Assets
1011012 Accrued Capital Leases
1020001 Plant Purchd or Sold
1050001 Held For Fut Use
1060001 Const Not Classifd
1070000 Construction Work In Progress
1070001 CWIP - Project
1070910 Capitalized Softwr Bill Step 1
1080000 Accum Prov for Deprec of Plant
1080001 A/P for Deprec of Plt
1080002 A/P for Deprec of Plt-Transmn
1080005 RWIP - Project Detail
1080011 Cost of Removal Reserve
1080013 ARO Removal Deprec - Accretion
1110001 A/P for Amort of Plt
1201000 Nuclr Fuel in Proc of Refinmnt
1210001 Nonutility Property - Owned
1220001 Depr&Amrt of Nonutl Prop-Ownd
1220003 Depr&Amrt of Nonutl Prop-WIP
1240001 Other Investments - Associated
1240002 Oth Investments-Nonassociated
1240004 Other Inv-Employee Loans-LT
1240005 Spec Allowance Inv NOx
1240006 Other Investments - COLI
1240007 Deferred Compensation Benefits
1240009 Land & Land Rights
1240011 Unreal Gain on Fwd Commitments
1240025 Other Property - CWIP
1240027 Other Property - RWIP
1240028 Other Property - RETIRE
1240029 Other Property - CPR
1240030 NonCurrent Option Prem Payment
1240037 Intang Assets - Amortizable
1240044 Spec Allowances Inv SO2
1240092 Fbr Opt Lns-In Kind Sv-Invest
1290000 Pension Net Funded Position
1290001 Non-UMWA PRW Funded Position
1290002 SFAS 106 - Non-UMWA PRW
1290003 SFAS 87 - Pension
1310000 Cash
1340000 Other Special Deposits
1340002 Allowances
1340004 Worker's Comp Adv Premium
1340017 Spec Deposits - Gas Options
1340018 Spec Deposits - Elect Trading
1340043 Spec Deposit UBS Securities
1340044 Spec Deposits - SO2 Trading
1340048 Spec Deposits-Trading Contra
1340050 Spec Deposit Mizuho Securities

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 394 of 1829



1340051 Spec Depost RBC
1350003 Cash Advances - Wages
1350004 Cash Adv-Employee Expenses
1410002 P/R Ded - Misc Loan Repayments
1420001 Customer A/R - Electric
1420003 Customer A/R - CMP
1420005 Employee Loans - Current
1420011 A/R - Retail Cust Rents
1420014 Customer A/R-System Sales
1420019 Transmission Sales Receivable
1420022 Cust A/R - Factored
1420023 Cust A/R-System Sales - MLR
1420024 Cust A/R-Options & Swaps - MLR
1420027 Low Inc Energy Asst Pr (LIEAP)
1420028 Emergency LIEAP
1420044 Customer A/R - Estimated
1420048 Emission Allowance Trading
1420050 PJM AR Accrual
1420052 Gas Accruals
1420053 AR Coal Trading
1420054 Accrued Power Brokers
1420057 Customer A/R - REC activity
1420101 Other Accounts Rec - Cust
1420102 AR Peoplesoft Billing - Cust
1430001 Other Accounts Rec-Regular
1430002 Allowances
1430006 Unbilled Accounts Receivable
1430018 Survivor Benefit Plan Premiums
1430019 Coal Trading
1430021 Emission Allowance Trading
1430022 2001 Employee Biweekly Pay Cnv
1430023 A/R PeopleSoft Billing System
1430081 Damage Recovery - Third Party
1430082 Acct Rec Gas - AEP Sys Pool
1430083 Damage Recovery Offset Demand
1430085 Gas Accruals GDA Transactions
1430086 AR Accrual NYMEX OTC Penults
1430087 PJM AR Accrual
1430089 A/R - Benefits Billing
1430090 Accrued Broker - Power
1430101 Other Accounts Rec - Misc
1430102 AR Peoplesoft Billing - Misc
1440001 Uncoll Accts-Elect Receivables
1440002 Uncoll Accts-Other Receivables
1440003 Uncoll Accts-Power Trading
1450000 Corp Borrow Prg (NR-Assoc)
1460001 A/R Assoc Co - InterUnit G/L
1460002 A/R Assoc Co - Allowances
1460006 A/R Assoc Co - Intercompany
1460007 A/R Assoc Co - OAR System
1460008 A/R Assoc Co - AEPSC Bills
1460009 A/R Assoc Co - InterUnit A/P
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1460011 A/R Assoc Co - Multi Pmts
1460012 A/R Assoc-PCRB Interest
1460019 A/R-Assoc Co-AEPSC-Agent
1460024 A/R Assoc Co - System Sales
1460025 Fleet - M4 - A/R
1460028 Factored-A/R Chg off Limit Fee
1460045 A/R Assc Co-Realization Sharng
1510001 Fuel Stock - Coal
1510002 Fuel Stock - Oil
1510017 Lignite Inv on Hand Inc Transp
1510020 Fuel Stock Coal - Intransit
1520000 Fuel Stock Exp Undistributed
1530000 Residuals
1540001 M&S - Regular
1540002 M&S - Loaned/Rented
1540004 M&S -  Exempt Material
1540005 Material Away for Repairs
1540006 M&S - Lime and Limestone
1540012 Materials & Supplies - Urea
1540013 Transportation Inventory
1540014 Indus Direct Charge Clearing
1540016 MMS - Truck Stock
1540019 M&S Validation Error Correctns
1540022 M&S-Lime & Limestone Intransit
1540023 M&S Inv - Urea In-Transit
1581000 SO2 Allowance Inventory
1581003 SO2 Allowance Inventory - Curr
1581004 NOx Allowance Inventory - Curr
1581006 An. NOx Comp lnv - Curr
1581009 CSAPR Current SO2 Inv
1630000 Stores Expense Undistributed
1630001 Strs Exp-Canton Centrl Wrhse
1630002 Strs Exp-Ft Wayne Centrl Wrhse
1630003 Strs Exp-Roanoke Centrl Wrhse
1630004 Strs Exp-T&D Satellite Storerm
1630005 Stores Exp - Rockport Plant
1630006 Stores Exp - Amos Plant
1630007 Stores Exp - Clinch River Plan
1630008 Stores Exp - Glen Lyn Plant
1630009 Stores Exp - Kanawha River Plt
1630010 Stores Exp - Mountaineer Plt
1630011 Stores Exp - Sporn Plant
1630013 Stores Exp - Conesville Plant
1630014 Stores Exp - Picway Plant
1630017 Stores Exp - Tanners Creek Plt
1630018 Stores Exp - Cook Nuclear Plan
1630019 Stores Exp - Big Sandy Plant
1630020 Stores Exp - Cardinal Plant
1630021 Stores Exp - Gavin Plant
1630022 Stores Exp - Kammer Plant
1630023 Stores Exp - Mitchell Plant
1630024 Stores Exp - Muskingum River
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1630026 Stores Exp - Cook Coal Term
1630027 Stores Exp - Waterford Plant
1630029 Stores Exp - Fossil & Hydro
1630031 Stores Exp - T&D General
1630032 Stores Exp - Power Gen General
1630033 Stores Exp - All Busin Units
1630035 Coleto Creek Power Station
1630043 Comanche Station
1630044 Northeast Station - 1 & 2
1630045 Northeast Station - 3 & 4
1630046 Riverside Station
1630047 Southwest Station
1630048 Tulsa Power Station
1630049 Weleetka Power Station
1630053 Arsenal Hill Power Plant
1630055 Flint Creek Power Plant
1630056 Knox Lee Power Plant
1630057 Lieberman Power Plant
1630059 Pirkey Power Plant
1630060 Wilkes Power Plant
1630061 Welsh Power Plant
1630064 Oklaunion Power Station
1630070 Stores Exp - Houston Pipe Line
1630071 Stores Exp - Conesville Prep
1630089 Stores Exp - Shrevprt Chem Lab
1630091 Stores Exp - Central Mach Shop
1630108 Strs Exp - ACCT-AUP-ADJ
1630109 Strs Exp - ACCT-COUNT-ADJ
1630110 Strs Exp - ACCT-FRT-EXPENSE
1630111 Strs Exp - ACCT-INV-SCRAP
1630112 Strs Exp - PRICE VARIANCE
1630113 Strs Exp - ACCT-REC-INT
1630121 Strs Exp - Tulsa
1630125 Stores - Contract & Labor Svcs
1630126 Strs Exp - Transf Poly PH Pad
1630155 Stores Exp - Ceredo Plant
1630156 Stores Exp - Darby Plant
1630157 Stores Exp - Mattison Plant
1630158 Stores Exp-Lawrenceburg Plant
1630159 Stores Expense - Turk Plant
1630160 Stores Expense - Dresden Plant
1630999 Cash Discount Allocation Only
1650001 Prepaid Insurance
165000201 Prepaid Taxes
165000202 Prepaid Taxes
165000204 Prepaid Taxes
165000205 Prepaid Taxes
165000206 Prepaid Taxes
165000207 Prepaid Taxes
165000208 Prepaid Taxes
165000209 Prepaid Taxes
165000210 Prepaid Taxes
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165000211 Prepaid Taxes
165000212 Prepaid Taxes
165000213 Prepaid Taxes
165000214 Prepaid Taxes
1650004 Prepaid Interest
1650005 Prepaid Employee Benefits
1650006 Other Prepayments
1650007 Corporate Owned Life Insurance
1650009 Prepaid Carry Cost-Factored AR
1650010 Prepaid Pension Benefits
165001112 Prepaid Sales Taxes
165001113 Prepaid Sales Taxes
165001114 Prepaid Sales Taxes
165001212 Prepaid Use Taxes
165001213 Prepaid Use Taxes
165001214 Prepaid Use Taxes
1650014 FAS 158 Qual Contra Asset
1650021 Prepaid Insurance - EIS
1650023 Prepaid Lease
1650035 PRW Without MED-D Benefits
1650036 PRW for Med-D Benefits
1650037 FAS158 Contra-PRW Exclud Med-D
1710048 Interest Receivable -FIT -LT
1710248 Interest Receivable -FIT -ST
1710348 Interest Receivable -SIT -LT
1710448 Interest Receivable. -SIT -ST
1720000 Rents Receivable
1730000 Accrued Utility Revenues
1730002 Acrd Utility Rev-Factored-Assc
1730005 Accrued Util. Rev.- SECA
1740000 Misc Current & Accrued Assets
174000400 State Excise Tax Refund
174001112 Non-Highway Fuel Tx Credt-2012
174001113 Non-Highway Fuel Tx Credt-2012
1740012 Pension Plan
1740014 Unreal Gain on Fwd Commitments
1740015 Option Premium Payments
1740017 Firm Transmission Rights
1740031 City of Mesa Cntrct Fee - Curr
1750001 Curr. Unreal Gains - NonAffil
1750002 Long-Term Unreal Gns - Non Aff
1750009 S/T Option Premium Purchases
1750021 S/T Asset MTM Collateral
1750022 L/T Asset MTM Collateral
1760010 S/T Asset for Commodity Hedges
1760011 L/T Asset for Commodity Hedges
1810001 Unamort Debt Exp - FMB
1810002 Unamort Debt Exp - Inst Pur Cn
1810004 Unamort Debt Exp - Debentures
1810006 Unamort Debt Exp - Sr Unsec Nt
1823001 Allowances
1823005 SFAS 109 DFIT
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182300600 SFAS 109 DSIT
182300698 SFAS 109 DSIT
182300699 SFAS 109 DSIT
1823007 SFAS 112 Postemployment Benef
1823009 DSM Incentives
1823010 Energy Efficiency Recovery
1823011 DSM Lost Revenues
1823012 DSM Program Costs
1823022 HRJ 765kV Post Service AFUDC
1823054 HRJ 765kV Depreciation Expense
1823063 Unrecovered Fuel Cost
1823064 Oth Work In Prog - DSM Port
1823077 Unreal Loss on Fwd Commitments
1823078 Deferred Storm Expense
1823080 Deregulation Consumer Educat
1823099 Asset Retirement Obligations
1823105 Deferred Merger Cost - AEP/CSW
1823115 Defd Equity Carry Chg-Non Fuel
1823118 BridgeCo TO Funding
1823119 PJM Integration Payments
1823120 Other PJM Integration
1823121 Carry Chgs-RTO Startup Costs
1823122 Alliance RTO Deferred Expense
1823165 REG ASSET FAS 158 QUAL PLAN
1823166 REG ASSET FAS 158 OPEB PLAN
1823167 REG Asset FAS 158 SERP Plan
1823188 Deferred Carbon Mgmt Research
1823299 SFAS 106 Medicare Subsidy
1823301 SFAS 109 Flow Thru Defd FIT
1823302 SFAS 109 Flow Thru Defrd SIT
1823306 Net CCS FEED Study Costs
1823325 CCS FEED Study Reserve
1823329 ATR Under-Recovery
1823500 Mon Power Integration Cost
1830000 Prelimin Surv&Investgtn Chrgs
1830001 Interstate Project 765 kv Line
1830004 Prelim Survey & Invstgtn Resrv
1840000 Clearing Accounts
1840001 Bldg Servcs Oper Exp-Clearing
1840002 Accounts Pay Adj - Clearing
1840003 Procurement Card - Clearing
1840004 Undistributed Payroll-Clearing
1840005 Non-Product Payroll - Clearing
1840006 Telephone Expense - Clearing
1840007 Transfer of Funds - Clearing
1840020 Simulator Learning Center-Clrg
1840023 Factored Cust Accts Rec-Affil
1840025 Aviation - Clearing
1840026 Oth Accts Rec - Cash Clearing
1840027 Oth Accts Rec - A/R Clearing
1840028 Non T/L Payroll-Clearing
1840029 Transp-Assigned Vehicles
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1840030 Transportation-Other
1840031 Affil Transactions-Cash Clrng
1840033 Alliance Rail Car - OH
1840035 IT Oper Company (OPCO) Clearng
1840040 Undist Labor Fringe Benfit Clr
1840041 Undist Incentive Frg Ben Clr
1840043 Treasury Clearing
1840045 Veh Clr - Conversion Use Only
1840046 PeopleSoft Treasury Wire Paymt
1840047 Pension Benefit Clearing
1840048 FIT Payment Clearing
1840051 Allowances - Clearing
1840054 Insurance Clearing
1840057 Cell Phone/Pager - Clearing
1840058 Severance Clearing
1840059 NTL Payroll Clearing-Non Labor
1840062 AEPSC Coal Lab Clearing
1840063 Corporate Charge Card Clearing
1850000 Temporary Facilities
1860000 MDD-Internal Billing Only
1860001 Allowances
1860002 Deferred Expenses
186000301 Deferred Property Taxes
186000310 Deferred Property Taxes
186000312 Deferred Property Taxes
186000313 Deferred Property Taxes
1860005 Unidentified Cash Receipts
1860007 Billings and Deferred Projects
1860018 Corp Separation Clearing
1860042 Exp Issue/Reaq Bonds & Stk
1860046 Railroad Cars Subleased
1860072 Deferred Coal Transactions
1860074 Merger Severance Offsets
1860076 Deferred Merger Relocation Exp
1860077 Agency Fees - Factored A/R
1860078 Incentive Expense-EVP Summary
1860079 Incentive Expense - Offset
186008102 Defd Property Tax - Cap Leases
186008103 Defd Property Tax - Cap Leases
186008104 Defd Property Tax - Cap Leases
186008105 Defd Property Tax - Cap Leases
186008106 Defd Property Tax - Cap Leases
186008107 Defd Property Tax - Cap Leases
186008108 Defd Property Tax - Cap Leases
186008113 Defd Property Tax - Cap Leases
186008114 Defd Property Tax - Cap Leases
1860085 BridgeCo TO Funding
1860087 Estimated Barging Bills
1860091 BridgeCo RTO Deferred Exp
1860092 Compatible Unit/Wrk 2k Sys Clr
1860094 Labor Accruals - Bal Sheet
1860096 PJM Payments
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1860110 AEP Branding
1860114 ABD Major Construction Work
1860116 PJM Integration
1860136 NonTradition Option Premiums
1860150 Deferred Rate Case Expense
1860151 Transmission JV Deferred Costs
1860153 Unamortized Credit Line Fees
1860160 Deferred Expenses - Current
1860166 Def Lease Assets - Non Taxable
1860167 Def Lease Assets - Taxable
1860179 Local Credit Line Fees
1860999 Validation Error Correction
1880000 R&D Expenses
1890001 Loss Recqd Debt - FMB
1890004 Loss Rec Debt-Debentures
1900001 Accum Def Income Tax - Federal
1900006 ADIT Federal - SFAS 133 Nonaff
1900009 ADIT Federal - Pension OCI NAf
1900010 ADIT Federal - Pension OCI
1900011 ADIT Federal Non-UMWA PRW OCI
1900015 ADIT-Fed-Hdg-CF-Int Rate
1901001 Accum Deferred FIT - Other
1902001 Accum Defd FIT - Oth Inc & Ded
1903001 Acc Dfd FIT - FAS109 Flow Thru
1904001 Accum Dfd FIT - FAS 109 Excess
2010001 Common Stock Issued-Affiliated
2080000 Donations Recvd from Stckhldrs
2110000 Miscellaneous Paid-In Capital
2110009 MPIC - restricted stock units
2110018 DSIT Apportionment Adj.
2160001 Unapprp Retnd Erngs-Unrstrictd
2190001 OCI - FAS 133
2190004 OCI-Min Pen Liab FAS 158-SERP
2190006 OCI-Min Pen Liab FAS 158-Qual
2190007 OCI-Min Pen Liab FAS 158-OPEB
2190010 OCI for Commodity Hedges
2190015 Accum OCI-Hdg-CF-Int Rate
2210001 First Mortgage Bonds
2210004 Debentures
2210504 Debentures - Current Portion
2230000 Advances from Associated Co
2230500 Advances from Assoc Co-Current
2240002 Installment Purchase Contracts
2240005 Other Long Term Debt - Other
2240006 Senior Unsecured Notes
2240103 Notes Payable - Affiliated
2240502 Instl Purchase Contracts-Curr
2240503 Notes - Current Portion
2240505 Oth LTD - Other - Current
2240506 Senior Unsecured Notes-Current
2240603 Notes - Affiliated - Current
2260001 Unam Disc LTD-Debit-FMB
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2260004 Unam Disc LTD-Dr-Debentures
2260006 Unam Disc LTD-Dr-Sr Unsec Note
2270001 Obligatns Undr Cap Lse-Noncurr
2270003 Accrued Noncur Lease Oblig
2282003 Accm Prv I/D - Worker's Com
2283000 Accm Prv for Pensions&Benefits
2283001 Deferred Compensation Plan
2283002 Supplemental Savings Plan
2283003 SFAS 106 Post Retirement Benef
2283005 SFAS 112 Postemployment Benef
2283006 SFAS 87 - Pensions
2283007 Perf Share Incentive Plan
2283013 Incentive Comp Deferral Plan
2283015 FAS 158 SERP Payable Long Term
2283016 FAS 158 Qual Payable Long Term
2283017 FAS 158 OPEB Payable Long Term
2283018 SFAS 106 Med Part-D
2284027 Econ. Development Fund NonCurr
2290006 Acc Prv for Potential Refund
2300001 Asset Retirement Obligations
2320001 Accounts Payable - Regular
2320002 Unvouchered Invoices
2320003 Retention
2320006 Allowance Settlements
2320011 Uninvoiced Fuel
2320050 Coal Trading
2320052 Accounts Payable - Purch Power
2320053 Elect Trad-Options&Swaps
2320054 Emission Allowance Trading
2320056 Gas Physicals
2320062 Broker Fees Payable
2320071 Gas Accruals GDA Trans-Payable
2320073 A/P Misc Dedic. Power
2320074 A/P - FTL - SWITCH Rentals
2320076 Corporate Credit Card Liab
2320077 INDUS Unvouchered Liabilities
2320079 Broker Commisn Spark/Merch Gen
2320081 AP Accrual NYMEX OTC & Penults
2320083 PJM Net AP Accrual
2320084 Uninvoiced OVEC Purch Power
2320086 Accrued Broker - Power
2320090 MISO AP Accrual
2320094 Customer A/P - REC Activity
2330000 Corp Borrow Program (NP-Assoc)
2330012 PCRB Note-Assoc-Current
2330212 PCRB Note-Assoc-Reacq-Current
2330999 Unbundling Adjustment
2340001 A/P Assoc Co - InterUnit G/L
2340002 Accnts Pay-Assoc-Unvouchrd
2340005 A/P Assoc Co - Allowances
2340011 A/P-Assc Co-AEPSC-Agent
2340012 A/P Assoc-PCRB Interest
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2340025 A/P Assoc Co - CM Bills
2340026 A/P Assoc Co - R&D Bills
2340027 A/P Assoc Co - Intercompany
2340028 Factored-A/R Chg off Limit Fee
2340029 A/P Assoc Co - AEPSC Bills
2340030 A/P Assoc Co - InterUnit A/P
2340032 A/P Assoc Co - Multi Pmts
2340034 A/P Assoc Co - System Sales
2340035 Fleet - M4 - A/P
2340037 A/P Assoc-Global Borrowing Int
2340040 A/P Assc Co-On Behalf Of Trans
2340041 A/P Assc Co - Non-InterUnit GL
2340049 A/P Assoc -Realization Sharing
2340212 A/P Assoc-PCRB Reacq Int
2350001 Customer Deposits-Active
2350003 Deposits - Trading Activity
2350005 Deposits - Trading Contra
2360001 Federal Income Tax
236000101 Federal Income Tax
236000102 Federal Income Tax
236000190 Federal Income Tax
236000200 State Income Taxes
236000201 State Income Taxes
236000202 State Income Taxes
236000203 State Income Taxes
236000204 State Income Taxes
236000205 State Income Taxes
236000206 State Income Taxes
236000207 State Income Taxes
236000208 State Income Taxes
236000209 State Income Taxes
236000210 State Income Taxes
236000211 State Income Taxes
236000212 State Income Taxes
236000213 State Income Taxes
236000214 State Income Taxes
236000299 State Income Taxes
2360004 FICA
2360005 Federal Unemployment Tax
2360006 State Unemployment Tax
236000700 State Sales and Use Taxes
236000701 State Sales and Use Taxes
236000702 State Sales and Use Taxes
236000703 State Sales and Use Taxes
236000704 State Sales and Use Taxes
236000705 State Sales and Use Taxes
236000706 State Sales and Use Taxes
236000707 State Sales and Use Taxes
236000708 State Sales and Use Taxes
236000709 State Sales and Use Taxes
236000710 State Sales and Use Taxes
236000711 State Sales and Use Taxes
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236000712 State Sales and Use Taxes
236000713 State Sales and Use Taxes
236000714 State Sales and Use Taxes
236000800 Real & Personal Property Taxes
236000801 Real & Personal Property Taxes
236000802 Real & Personal Property Taxes
236000803 Real & Personal Property Taxes
236000804 Real & Personal Property Taxes
236000805 Real & Personal Property Taxes
236000806 Real & Personal Property Taxes
236000807 Real & Personal Property Taxes
236000808 Real & Personal Property Taxes
236000809 Real & Personal Property Taxes
236000810 Real Personal Property Taxes
236000811 Real Personal Property Taxes
236000812 Real Personal Property Taxes
236000813 Real Personal Property Taxes
236000906 Federal Excise Taxes
236000907 Federal Excise Taxes
236000908 Federal Excise Taxes
236000909 Federal Excise Taxes
236000910 Federal Excise Taxes
236000911 Federal Excise Taxes
236000912 Federal Excise Taxes
236000913 Federal Excise Taxes
236000914 Federal Excise Taxes
236001201 State Franchise Taxes
236001202 State Franchise Taxes
236001203 State Franchise Taxes
236001204 State Franchise Taxes
236001205 State Franchise Taxes
236001206 State Franchise Taxes
236001207 State Franchise Taxes
236001208 State Franchise Taxes
236001209 State Franchise Taxes
236001210 State Franchise Taxes
236001211 State Franchise Taxes
236001212 State Franchise Taxes
236001213 State Franchise Taxes
236001314 State Business Occupatn Taxes
236001600 State Gross Receipts Tax
236001605 State Gross Receipts Tax
236001606 State Gross Receipts Tax
236001607 State Gross Receipts Tax
236001608 State Gross Receipts Tax
236001609 State Gross Receipts Tax
236001610 State Gross Receipts Tax
236001611 State Gross Receipts Tax
236001612 State Gross Receipts Tax
236001613 State Gross Receipts Tax
236001614 State Gross Receipts Tax
236001707 Municipal License Fees Accrd
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236001708 Municipal License Fees Accrd
236001709 Municipal License Fees Accrd
236001710 Municipal License Fees Accrd
236001711 Municipal License Fees Accrd
236001712 Municipal License Fees Accrd
236001713 Municipal License Fees Accrd
236001714 Municipal License Fees Accrd
236002203 State License/Registration Tax
236002204 State License/Registration Tax
236002205 State License/Registration Tax
236002206 State License/Registration Tax
236002207 State License/Registration Tax
236002208 State License/Registration Tax
236002209 State License/Registration Tax
236002210 State License Registration Tax
236002211 State License Registration Tax
236002212 State License Registration Tax
236002213 State License Registration Tax
236002214 State License Registration Tax
236002502 Local Franchise Tax
236003301 Real/Pers Prop Tax-Cap Leases
236003302 Real/Pers Prop Tax-Cap Leases
236003303 Pers Prop Tax-Cap Leases
236003304 Pers Prop Tax-Cap Leases
236003310 Pers Prop Tax-Cap Leases
236003311 Pers Prop Tax-Cap Leases
236003312 Pers Prop Tax-Cap Leases
236003313 Pers Prop Tax-Cap Leases
236003314 Pers Prop Tax-Cap Leases
236003513 Real Prop Tax-Cap Leases
236003514 Real Prop Tax-Cap Leases
2360037 FICA - Incentive accrual
2360038 Reorg Payroll Tax Accrual
2360501 Fed Inc Tax-Short Term FIN48
2360502 State Inc Tax-Short Term FIN48
2360601 Fed Inc Tax-Long Term FIN48
2360602 State Inc Tax-Long Term FIN48
2360701 SEC Accum Defd FIT-Util FIN 48
2360702 SEC Accum Defd SIT - FIN 48
2360801 Federal Income Tax - IRS Audit
2360901 Accum Defd FIT- IRS Audit
2370001 Interest Accrued-FMB
2370002 Interest Accrued-Inst Pur Con
2370003 Interest Accrued-Notes Pay
2370004 Interest Accrued-Debentures
2370005 Interest Accrd-Other LT Debt
2370006 Interest Accrd-Sen Unsec Notes
2370007 Interest Accrd-Customer Depsts
2370009 Interest Accrued-Other
2370010 Interest Accrued - Affiliated
2370011 Interest Accrd-Short Term Debt
2370016 Interest Accrued - Tax
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2370018 Accrued Margin Interest
2370048 Acrd Int.- FIT Reserve - LT
2370248 Acrd Int. - FIT Reserve - ST
2370448 Acrd Int. - SIT Reserve - ST
2380003 Div Decl - Common Stock-Affil
2410001 Federal Income Tax Withheld
2410002 State Income Tax Withheld
2410003 Local Income Tax Withheld
2410004 State Sales Tax Collected
2410005 FICA Tax Withheld
2410006 School District Tax Withheld
2410008 Franchise Fee Collected
2410009 KY Utility Gr Receipts Lic Tax
2420000 Misc Current & Accrued Liab
2420001 P/R Ded - Charitable Contribut
2420002 P/R Ded - Medical Insurance
2420003 P/R Ded - Dental Insurance
2420004 P/R Ded - Long Term Care
2420006 P/R Ded - Fitness Dues
2420007 P/R Ded - Savings Plan
2420009 Depend Care/Flex Medical Spend
2420010 P/R Ded - Dependent Life Ins
2420012 P/R Ded - Hyatt Legal Plan
2420013 P/R Ded - LTD Ins Premiums
2420014 P/R Ded - Savings Bonds
2420015 P/R Ded - Union Dues
2420016 P/R Ded-Crt Ordr/Grnshmt/Tx Lv
2420017 P/R Ded - AD&D and OAD&D Ins
2420018 P/R Ded-Reg&Spec Life Ins Prem
2420020 Vacation Pay - This Year
2420021 Vacation Pay - Next Year
2420022 P/R Ded - PAC
2420026 MICP
2420027 FAS 112 CURRENT LIAB
2420028 ESP - Employer Contrib Accrued
2420044 P/R Withholdings
2420045 Other Employee Benefits
2420046 FAS 158 SERP Payable - Current
2420049 P/R Ded - MetPay Insurance
2420051 Non-Productive Payroll
2420053 Perf Share Incentive Plan
2420057 Control Payroll Disburse Acct
2420063 Current Credit Risk Reserve
2420070 P/R Ded - Salvation Army
2420071 P/R Ded - Vision Plan
2420072 P/R - Payroll Adjustment
2420076 P/R Savings Plan - Incentive
2420086 Environ Remediation - SEMCO
2420087 Engage to Gain Incentive
2420088 Econ. Development Fund Curr
2420504 Accrued Lease Expense
2420506 Est Financing Cost - Bonds
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2420511 Control Cash Disburse Account
2420512 Unclaimed Funds
2420514 Revenue Refunds Accrued
2420515 Severance Accrual
2420521 Interchange Power - Loop
2420532 Adm Liab-Cur-S/Ins-W/C
2420538 Federal Admin Fee
2420542 Acc Cash Franchise Req
2420554 P/R Ded - Stock Purchase Plan
2420558 Admitted Liab NC-Self/Ins-W/C
2420568 Prov Est Loss Obsolet M&S
242059201 Sales & Use Tax - Leased Equ
242059202 Sales & Use Tax - Leased Equ
242059203 Sales & Use Tax - Leased Equ
242059204 Sales & Use Tax - Leased Equ
242059205 Sales & Use Tax - Leased Equ
242059206 Sales & Use Tax - Leased Equ
242059207 Sales & Use Tax - Leased Equ
242059208 Sales & Use Tax - Leased Equ
242059209 Sales & Use Tax - Leased Equ
242059210 Sales Use Tax - Leased Equip
242059211 Sales Use Tax - Leased Equip
242059212 Sales Use Tax - Leased Equip
242059213 Sales Use Tax - Lease Equip
242059214 Sales Use Tax - Lease Equip
242059301 Real & Pers Prop Tax-Leased Eq
2420598 Est Fin Cost - Sen Unsec Notes
2420600 Unreal Loss on Fwd Commitments
2420601 Option Premium Receipts
2420607 Incentive Plan Payments
2420613 Public Liability Claim Deposit
2420618 Accrued Payroll
2420620 Energy Supply Non Gen ICP
2420623 Distr, Cust Ops & Reg Svcs ICP
2420624 Corp & Shrd Srv Incentive Plan
2420626 Safety Focus Incentive Plan
2420634 Sustnd Earngs Improv Severance
2420635 Generation Incentive Plan
2420642 Accrd SEI Misc Empl Benefits
2420643 Accrued Audit Fees
2420649 Reclamation Liability - Curr
2420650 P/R Ded - Health Savings Acct
2420651 Reorg Severance Accrual
2420653 Reorg Misc HR Exp Accrual
2420656 Federal Mitigation Accru (NSR)
2420657 Civil Penalties Accrual NSR
2420660 AEP Transmission ICP
2420664 ST State Mitigation Def (NSR)
2430001 Oblig Under Cap Leases - Curr
2430003 Accrued Cur Lease Oblig
2440001 Curr. Unreal Losses - NonAffil
2440002 LT Unreal Losses - Non Affil
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2440007 Curr. Liab. - Deferred Futures
2440009 S/T Option Premium Receipts
2440021 S/T Liability MTM Collateral
2440022 L/T Liability MTM Collateral
2450010 S/T Liability-Commodity Hedges
2450011 L/T Liability-Commodity Hedges
2520000 Customer Adv for Construction
2530000 Other Deferred Credits
2530001 Deferred Revenues
2530004 Allowances
2530012 Unclaim Chks - Ret to Gen Fd
2530022 Customer Advance Receipts
2530044 Neigh Help Neig-Cust Donations
2530050 Deferred Rev -Pole Attachments
2530054 Unreal Loss on Fwd Commitments
2530065 Deferred Gain - Affiliated
2530067 IPP - System Upgrade Credits
2530084 NonCurrent Option Prem Receipt
2530092 Fbr Opt Lns-In Kind Sv-Dfd Gns
2530101 MACSS Unidentified EDI Cash
2530112 Other Deferred Credits-Curr
2530114 Federl Mitigation Deferal(NSR)
2530124 Contr In Aid of Constr Advance
2530137 Fbr Opt Lns-Sold-Defd Rev
2530177 Deferred Rev-Bonus Lease Curr
2530178 Deferred Rev-Bonus Lease NC
2540000 Other Regulatory Liabilities
2540006 SFAS 109 DFIT
2540007 SFAS 109 Excess DFIT
2540011 Over Recovered Fuel Cost
2540047 Unreal Gain on Fwd Commitments
2540071 KY Enhanced Reliability Liab
2540105 Home Energy Assist Prgm - KPCO
2540173 Green Pricing Option
2540185 ATR Over-Recovery
2543001 SFAS109 Flow Thru Def FIT Liab
2544001 SFAS 109 Exces Deferred FIT
2550001 Accum Deferred ITC - Federal
2811001 Acc Dfd FIT - Accel Amort Prop
2820001 ADIT- Other Property - Federal
2821001 Accum Defd FIT - Utility Prop
2822001 Accum Defd FIT - Other Prop
2823001 Acc Dfrd FIT FAS 109 Flow Thru
2824001 Acc Dfrd FIT - SFAS 109 Excess
2825001 Acc Dfd FIT-Utily Prop FIN48
2830001 ADIT - Other - Federal
2830002 ADIT - Other - State
283000202 ADIT - Other - State
2830006 ADIT Federal - SFAS 133 Nonaff
2831001 Accum Deferred FIT - Other
2831002 Accum Deferred SIT - Other
2831102 Acc Dfd SIT-WV Pollution Cntrl
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2832001 Accum Dfrd FIT - Oth Inc & Ded
2833001 Acc Dfd FIT FAS 109 Flow Thru
2833002 Acc Dfrd SIT FAS 109 Flow Thru
2835002 Accum Deferred SIT - FIN48
4010001 Operation Exp - Nonassociated
4020000 Maintenance Expense
4030001 Depreciation Exp
4030021 AEPSC Bell Howell Inserter
4031001 Depr - Asset Retirement Oblig
4040001 Amort. of Plant
4060001 Amort of Plt Acq Adj
4073000 Regulatory Debits
4081002 FICA
4081003 Federal Unemployment Tax
408100508 Real & Personal Property Taxes
408100509 Real & Personal Property Taxes
408100510 Real Personal Property Taxes
408100511 Real Personal Property Taxes
408100512 Real Personal Property Taxes
408100513 Real Personal Property Taxes
408100600 State Gross Receipts Tax
408100608 State Gross Receipts Tax
408100609 State Gross Receipts Tax
408100612 State Gross Receipts Tax
408100613 State Gross Receipts Tax
408100614 State Gross Receipts Tax
4081007 State Unemployment Tax
408100812 State Franchise Taxes
408100813 State Franchise Taxes
408101413 Federal Excise Taxes
408101414 Federal Excise Taxes
408101713 St Lic Rgstrtion Tax-Fees
408101714 St Lic Rgstrtion Tax-Fees
408101812 St Publ Serv Comm Tax-Fees
408101813 St Publ Serv Comm Tax-Fees
408101814 St Publ Serv Comm Tax-Fees
408101900 State Sales and Use Taxes
408101912 State Sales and Use Taxes
408101913 State Sales and Use Taxes
408101914 State Sales and Use Taxes
408102014 State Business Occup Taxes
408102213 Municipal License Fees
408102214 Municipal License Fees
408102910 Real-Pers Prop Tax-Cap Leases
408102911 Real-Pers Prop Tax-Cap Leases
408102912 Real-Pers Prop Tax-Cap Leases
408102913 Real-Pers Prop Tax-Cap Leases
408102914 Real-Pers Prop Tax-Cap Leases
4081033 Fringe Benefit Loading - FICA
4081034 Fringe Benefit Loading - FUT
4081035 Fringe Benefit Loading - SUT
408103613 Real Prop Tax-Cap Leases
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408103614 Real Prop Tax-Cap Leases
408200512 Real Personal Property Taxes
408200513 Real Personal Property Taxes
4091001 Income Taxes, UOI - Federal
409100212 Income Taxes UOI - State
409100213 Income Taxes UOI - State
409100214 Income Taxes UOI - State
4092001 Inc Tax, Oth Inc&Ded-Federal
409200212 Inc Tax Oth Inc  Ded - State
409200213 Inc Tax Oth Inc Ded - State
409200214 Inc Tax Oth Inc Ded - State
4101001 Prov Def I/T Util Op Inc-Fed
4102001 Prov Def I/T Oth I&D - Federal
4111001 Prv Def I/T-Cr Util Op Inc-Fed
4111002 Prv Def I/T-Cr UtilOpInc-State
4111005 Accretion Expense
4112001 Prv Def I/T-Cr Oth I&D-Fed
4114001 ITC Adj, Utility Oper - Fed
4116000 Gain From Disposition of Plant
4118002 Comp. Allow Gains Title IV SO2
4118003 Comp. Allow. Gains-Seas NOx
4118004 Comp. Allow. Gains-Ann NOx
4180001 Non-Operatng Rental Income
4180003 Non-Opratng Rntal Inc-Maint
4180005 Non-Opratng Rntal Inc-Depr
4190001 Interest Inc - Assoc Non CBP
4190002 Int & Dividend Inc - Nonassoc
4190005 Interest Income - Assoc CBP
4191000 Allw Oth Fnds Usd Drng Cnstr
4210002 Misc Non-Op Inc-NonAsc-Rents
4210005 Misc Non-Op Inc-NonAsc-Timber
4210007 Misc Non-Op Inc - NonAsc - Oth
4210009 Misc Non-Op Exp - NonAssoc
4210031 Pwr Sales Outside Svc Territry
4210032 Pwr Purch Outside Svc Territry
4210039 Carrying Charges
4210043 Realiz Sharing West Coast Pwr
4211000 Gain on Dspsition of Property
4212000 Loss on Dspsition of Property
4261000 Donations
4263001 Penalties
4264000 Civic & Political Activities
4265002 Other Deductions - Nonassoc
4265004 Social & Service Club Dues
4265007 Regulatory Expenses
4265009 Factored Cust A/R Exp - Affil
4265010 Fact Cust A/R-Bad Debts-Affil
4265033 Transition Costs
4270002 Int on LTD - Install Pur Contr
4270005 Int on LTD - Other LTD
4270006 Int on LTD - Sen Unsec Notes
4270012 PCRB Interest Exp-Assoc
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4280002 Amrtz Debt Dscnt&Exp-Instl Pur
4280006 Amrtz Dscnt&Exp-Sn Unsec Note
4281004 Amrtz Loss Rcquired Debt-Dbnt
4300001 Interest Exp - Assoc Non-CBP
4300003 Int to Assoc Co - CBP
4310001 Other Interest Expense
4310002 Interest on Customer Deposits
4310007 Lines Of Credit
4310022 Interest Expense - Federal Tax
4310023 Interest Expense - State Tax
4320000 Allw Brrwed Fnds Used Cnstr-Cr
4380001 Div Declrd - Common Stk - Asso
4400001 Residential Sales-W/Space Htg
4400002 Residential Sales-W/O Space Ht
4400005 Residential Fuel Rev
4420001 Commercial Sales
4420002 Industrial Sales (Excl Mines)
4420004 Ind Sales-NonAffil(Incl Mines)
4420006 Sales to Pub Auth - Schools
4420007 Sales to Pub Auth - Ex Schools
4420013 Commercial Fuel Rev
4420016 Industrial Fuel Rev
4440000 Public Street/Highway Lighting
4440002 Public St & Hwy Light Fuel Rev
4470001 Sales for Resale - Assoc Cos
4470002 Sales for Resale - NonAssoc
4470006 Sales for Resale-Bookout Sales
4470010 Sales for Resale-Bookout Purch
4470027 Whsal/Muni/Pb Ath Fuel Rev
4470028 Sale/Resale - NA - Fuel Rev
4470033 Whsal/Muni/Pub Auth Base Rev
4470035 Sls for Rsl - Fuel Rev - Assoc
4470066 PWR Trding Trans Exp-NonAssoc
4470074 Sale for Resale-Aff-Trnf Price
4470081 Financial Spark Gas - Realized
4470082 Financial Electric Realized
4470089 PJM Energy Sales Margin
4470093 PJM Implicit Congestion-LSE
4470098 PJM Oper.Reserve Rev-OSS
4470099 Capacity Cr. Net Sales
4470100 PJM FTR Revenue-OSS
4470101 PJM FTR Revenue-LSE
4470103 PJM Energy Sales Cost
4470106 PJM Pt2Pt Trans.Purch-NonAff.
4470107 PJM NITS Purch-NonAff.
4470109 PJM FTR Revenue-Spec
4470110 PJM TO Admin. Exp.-NonAff.
4470112 Non-Trading Bookout Sales-OSS
4470115 PJM Meter Corrections-OSS
4470116 PJM Meter Corrections-LSE
4470124 PJM Incremental Spot-OSS
4470126 PJM Incremental Imp Cong-OSS
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4470128 Sales for Res-Aff. Pool Energy
4470131 Non-Trading Bookout Purch-OSS
4470141 PJM Contract Net Charge Credit
4470143 Financial Hedge Realized
4470144 Realiz.Sharing - 06 SIA
4470150 Transm. Rev.-Dedic. Whlsl/Muni
4470155 OSS Physical Margin Reclass
4470156 OSS Optim. Margin Reclass
4470168 Interest Rate Swaps-Power
4470170 Non-ECR Auction Sales-OSS
4470174 PJM Whlse FTR Rev - OSS
4470175 OSS Sharing Reclass - Retail
4470176 OSS Sharing Reclass-Reduction
4470180 Trading intra-book Reclass
4470181 Auction intra-book Reclass
4470202 PJM OpRes-LSE-Credit
4470203 PJM OpRes-LSE-Charge
4470204 PJM Spinning-Credit
4470206 PJM Trans loss credits-OSS
4470207 PJM transm loss charges - LSE
4470208 PJM Transm loss credits-LSE
4470209 PJM transm loss charges-OSS
4470214 PJM 30m Suppl Reserve CR OSS
4470220 PJM Regulation - OSS
4470221 PJM Spinning Reserve - OSS
4470222 PJM Reasctive - OSS
4491003 Prov Rate Refund - Retail
4500000 Forfeited Discounts
4510001 Misc Service Rev - Nonaffil
4540001 Rent From Elect Property - Af
4540002 Rent From Elect Property-NAC
4540004 Rent From Elect Prop-ABD-Nonaf
4540005 Rent from Elec Prop-Pole Attch
4560001 Oth Elect Rev - Affiliated
4560007 Oth Elect Rev - DSM Program
4560015 Other Electric Revenues - ABD
4560016 Financial Trading Rev-Unreal
4560031 MTM Credit Risk Reserve
4560043 Oth Elec Rv-Trn-Aff-Trnf Price
4560049 Merch Generation Finan -Realzd
4560050 Oth Elec Rev-Coal Trd Rlzd G-L
4560084 MTM-Coal Procurement
4560115 OSS FTR Auction MTM
4561002 RTO Formation Cost Recovery
4561003 PJM Expansion Cost Recov
4561005 PJM Point to Point Trans Svc
4561006 PJM Trans Owner Admin Rev
4561007 PJM Network Integ Trans Svc
4561019 Oth Elec Rev Trans Non Affil
4561026 PJM Transm Dist./Meter-Affil.
4561028 PJM Pow Fac Cre Rev Whsl Cu-NA
4561029 PJM NITS Revenue Whsl Cus-NAff
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4561030 PJM TO Serv Rev Whls Cus-NAff
4561033 PJM NITS Revenue - Affiliated
4561034 PJM TO Adm. Serv Rev - Aff
4561035 PJM Affiliated Trans NITS Cost
4561036 PJM Affiliated Trans TO Cost
4561058 NonAffil PJM Trans Enhncmt Rev
4561059 Affil PJM Trans Enhancmnt Rev
4561060 Affil PJM Trans Enhancmnt Cost
4561061 NAff PJM RTEP Rev for Whsl-FR
4561062 PROVISION RTO Cost - Affi
4561063 PROVISION RTO Rev Affiliated
4561064 PROVISION RTO Rev WhslCus-NAf
4561065 PROVISION RTO Rev - NonAff
5000000 Oper Supervision & Engineering
5000001 Oper Super & Eng-RATA-Affil
5010000 Fuel
5010001 Fuel Consumed
5010003 Fuel - Procure Unload & Handle
5010005 Fuel - Deferred
5010012 Ash Sales Proceeds
5010013 Fuel Survey Activity
5010019 Fuel Oil Consumed
5010027 Gypsum handling/disposal costs
5010028 Gypsum Sales Proceeds
5010029 Gypsum handling/displ-Affiliat
5020000 Steam Expenses
5020001 Lime Expense
5020002 Urea Expense
5020003 Trona Expense
5020004 Limestone Expense
5020005 Polymer expense
5020007 Lime Hydrate Expense
5020008 Activated Carbon
5020013 Anhydrous Ammonia Expense
5020025 Steam Exp Environmental
5050000 Electric Expenses
5060000 Misc Steam Power Expenses
5060001 Dresden Misc Steam Pwer Exp
5060002 Misc Steam Power Exp-Assoc
5060003 Removal Cost Expense - Steam
5060004 NSR Settlement Expense
5060025 Misc Stm Pwr Exp Environmental
5070000 Rents
5090000 Allow Consum Title IV SO2
5090001 Allowance Consumption - NOx
5090002 Allowance Expenses
5090005 An. NOx Cons. Exp
5100000 Maint Supv & Engineering
5110000 Maintenance of Structures
5120000 Maintenance of Boiler Plant
5120025 Maint of Blr Plt Environmental
5130000 Maintenance of Electric Plant
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5140000 Maintenance of Misc Steam Plt
5140025 Maint MiscStmPlt Environmental
5170000 Oper Supervision & Engineering
5170001 Oper Supervision & Engineering
5200000 Steam Expenses
5240000 Misc Nuclear Power Expenses
5280000 Maint Supv & Engineering
5300000 Maint of Reactor Plant Equip
5310000 Maintenance of Electric Plant
5320000 Maint of Misc Nuclear Plant
5320002 Fire Protection
5320009 Security Equipment
5350000 Oper Supervision & Engineering
5370000 Hydraulic Expenses
5370001 Fish & Wildlife Facilities
5370002 Recreation Facilities
5380000 Electric Expenses
5390000 Misc Hydr Power Generation Exp
5390001 Misc Hydr Pwr - Envir Poll Cnt
5420000 Maintenance of Structures
5420001 Maint of Strctures - Env Poll
5430000 Maint Rsrvoirs,Dams&Wtrways
5440000 Maintenance of Electric Plant
5450000 Maint of Misc Hydraulic Plant
5460000 Oper Supervision & Engineering
5470004 Fuel - Gas Turb - Purch / Hand
5480000 Generation Expenses
5490000 Misc Other Pwer Generation Exp
5490001 Misc Oth Pwr Gen - Gas Turbine
5530001 Maint of Gen Plant - Gas Turb
5550000 Purchased Power
5550001 Purch Pwr-NonTrading-Nonassoc
5550004 Purchased Power-Pool Capacity
5550005 Purchased Power - Pool Energy
5550027 Purch Pwr-Non-Fuel Portion-Aff
5550029 Purch Power-Assoc-Trnsfr Price
5550032 Gas-Conversion-Mone Plant
5550039 PJM Inadvertent Mtr Res-OSS
5550040 PJM Inadvertent Mtr Res-LSE
5550041 PJM Ancillary Serv.-Sync
5550046 Purch Power-Fuel Portion-Affil
5550074 PJM Reactive-Charge
5550075 PJM Reactive-Credit
5550076 PJM Black Start-Charge
5550077 PJM Black Start-Credit
5550078 PJM Regulation-Charge
5550079 PJM Regulation-Credit
5550080 PJM Hourly Net Purch.-FERC
5550083 PJM Spinning Reserve-Charge
5550084 PJM Spinning Reserve-Credit
5550090 PJM 30m Suppl Rserv Charge LSE
5550093 Peak Hour Avail charge - LSE
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5550094 Purchased Power - Fuel
5550099 PJM Purchases-non-ECR-Auction
5550100 Capacity Purchases-Auction
5550101 Purch Power-Pool Non-Fuel -Aff
5550102 Pur Power-Pool NonFuel-OSS-Aff
5550107 Capacity purchases - Trading
5560000 Sys Control & Load Dispatching
5570000 Other Expenses
5570007 Other Pwr Exp - Wholesale RECs
5570008 Other Pwr Exp - Voluntary RECs
5570009 Other Pwr Exp- REC's - RETAIL
5570010 OH Auction Exp - Incremental
5600000 Oper Supervision & Engineering
5611000 Load Dispatch - Reliability
5612000 Load Dispatch-Mntr&Op TransSys
5614000 PJM Admin-SSC&DS-OSS
5614001 PJM Admin-SSC&DS-Internal
5614007 RTO Admin Default LSE.
5614008 PJM Admin Defaults OSS
5615000 Reliability,Plng&Stds Develop
5618000 PJM Admin-RP&SDS-OSS
5618001 PJM Admin-RP&SDS- Internal
5620001 Station Expenses - Nonassoc
5630000 Overhead Line Expenses
5640000 Underground Line Expenses
5650002 Transmssn Elec by Others-NAC
5650007 Tran Elec by Oth-Aff-Trn Price
5650012 PJM Trans Enhancement Charge
5650015 PJM TO Serv Exp - Aff
5650016 PJM NITS Expense - Affiliated
5650019 Affil PJM Trans Enhncement Exp
5650020 PROVISION RTO Affl Expense
5660000 Misc Transmission Expenses
5670001 Rents - Nonassociated
5670002 Rents - Associated
5680000 Maint Supv & Engineering
5690000 Maintenance of Structures
5691000 Maint of Computer Hardware
5692000 Maint of Computer Software
5693000 Maint of Communication Equip
5700000 Maint of Station Equipment
5710000 Maintenance of Overhead Lines
5720000 Maint of Underground Lines
5730000 Maint of Misc Trnsmssion Plt
5757000 PJM Admin-MAM&SC- OSS
5757001 PJM Admin-MAM&SC- Internal
5757002 SPP Admin-MAM&SC
5800000 Oper Supervision & Engineering
5810000 Load Dispatching
5820000 Station Expenses
5830000 Overhead Line Expenses
5840000 Underground Line Expenses

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 415 of 1829



5841000 Oper of Energy Storage Equip
5850000 Street Lighting & Signal Sys E
5860000 Meter Expenses
5870000 Customer Installations Exp
5880000 Miscellaneous Distribution Exp
5890001 Rents - Nonassociated
5890002 Rents - Associated
5900000 Maint Supv & Engineering
5910000 Maintenance of Structures
5920000 Maint of Station Equipment
5930000 Maintenance of Overhead Lines
5930001 Tree and Brush Control
5930008 Maint Ovh Lines Strm Exp-OvUnd
5930010 Storm Expense Amortization
5940000 Maint of Underground Lines
5950000 Maint of Lne Trnf,Rglators&Dvi
5960000 Maint of Strt Lghtng & Sgnal S
5970000 Maintenance of Meters
5980000 Maint of Misc Distribution Plt
9010000 Supervision - Customer Accts
9020000 Meter Reading Expenses
9020001 Customer Card Reading
9020002 Meter Reading - Regular
9020003 Meter Reading - Large Power
9020004 Read-In & Read-Out Meters
9030000 Cust Records & Collection Exp
9030001 Customer Orders & Inquiries
9030002 Manual Billing
9030003 Postage - Customer Bills
9030004 Cashiering
9030005 Collection Agents Fees & Exp
9030006 Credit & Oth Collection Activi
9030007 Collectors
9030009 Data Processing
9040007 Uncoll Accts - Misc Receivable
9050000 Misc Customer Accounts Exp
9070000 Supervision - Customer Service
9070001 Supervision - DSM
9080000 Customer Assistance Expenses
9080001 DSM-Customer Advisory Grp
9080004 Cust Assistnce Exp - DSM - Ind
9080009 Cust Assistance Expense - DSM
9090000 Information & Instruct Advrtis
9100000 Misc Cust Svc&Informational Ex
9120000 Demonstrating & Selling Exp
9120001 Demo & Selling Exp - Res
9120003 Demo & Selling Exp - Area Dev
9200000 Administrative & Gen Salaries
9210001 Off Supl & Exp - Nonassociated
9210003 Office Supplies & Exp - Trnsf
9210007 Dresden Off Supl & Exp Nonasoc
9220000 Administrative Exp Trnsf - Cr
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9220001 Admin Exp Trnsf to Cnstrction
9220004 Admin Exp Trnsf to ABD
9230001 Outside Svcs Empl - Nonassoc
9230002 Outside Svcs Empl - Assoc
9230003 AEPSC Billed to Client Co
9240000 Property Insurance
9250000 Injuries and Damages
9250001 Safety Dinners and Awards
9250002 Emp Accdent Prvntion-Adm Exp
9250004 Injuries to Employees
9250006 Wrkrs Cmpnstn Pre&Slf Ins Prv
9250007 Prsnal Injries&Prop Dmage-Pub
9250010 Frg Ben Loading - Workers Comp
9260000 Employee Pensions & Benefits
9260001 Edit & Print Empl Pub-Salaries
9260002 Pension & Group Ins Admin
9260003 Pension Plan
9260004 Group Life Insurance Premiums
9260005 Group Medical Ins Premiums
9260006 Physical Examinations
9260007 Group L-T Disability Ins Prem
9260009 Group Dental Insurance Prem
9260010 Training Administration Exp
9260012 Employee Activities
9260014 Educational Assistance Pmts
9260019 Employee Benefit Exp - COLI
9260021 Postretirement Benefits - OPEB
9260027 Savings Plan Contributions
9260036 Deferred Compensation
9260037 Supplemental Pension
9260040 SFAS 112 Postemployment Benef
9260050 Frg Ben Loading - Pension
9260051 Frg Ben Loading - Grp Ins
9260052 Frg Ben Loading - Savings
9260053 Frg Ben Loading - OPEB
9260055 IntercoFringeOffset- Don't Use
9260057 Postret Ben Medicare Subsidy
9260058 Frg Ben Loading - Accrual
9260060 Amort-Post Retirerment Benefit
9270000 Franchise Requirements
9280000 Regulatory Commission Exp
9280001 Regulatory Commission Exp-Adm
9280002 Regulatory Commission Exp-Case
9301000 General Advertising Expenses
9301001 Newspaper Advertising Space
9301002 Radio Station Advertising Time
9301003 TV Station Advertising Time
9301010 Publicity
9301012 Public Opinion Surveys
9301014 Video Communications
9301015 Other Corporate Comm Exp
9302000 Misc General Expenses
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9302003 Corporate & Fiscal Expenses
9302004 Research, Develop&Demonstr Exp
9302006 Assoc Bus Dev - Materials Sold
9302007 Assoc Business Development Exp
9302458 AEPSC Non Affliated expenses
9310000 Rents
9310001 Rents - Real Property
9310002 Rents - Personal Property
9310004 Rents - Personal Prop - Assoc
9350000 Maintenance of General Plant
9350001 Maint of Structures - Owned
9350002 Maint of Structures - Leased
9350003 Maint of Prprty Held Fture Use
9350006 Maint of Carrier Equipment
9350012 Maint of Data Equipment
9350013 Maint of Cmmncation Eq-Unall
9350015 Maint of Office Furniture & Eq
9350016 Maintenance of Video Equipment
9350019 Maint of Gen Plant-SCADA Equ
9350023 Site Communications Services
9350024 Maint of DA-AMI Comm Equip
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(k) 

 
 

Filing Requirement: 
 

The independent auditor's annual opinion report, with written communication from the 
independent auditor to the utility, if applicable, which indicates the existence of a material 
weakness in the utility's internal controls; 
 

 
Response: 
 
A copy of the independent auditor’s annual opinion report is attached.  The report 
indicates that there was no material weakness. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Shareholders of 
Ame1ican Electric Power Company, Inc.: 

We have audited the accompanying consolidated balance sheets of American Electric Power Company, Inc. 
and subsidiary companies (the "Company") as of December 31, 2013 and 2012,and the related consolidated 
statements of income, comprehensive income (loss), changes in equity, and cash flows for each of the thlee 
years in the period ended December 31, 2013. These financial statements are the responsibility of the 
Company's management. Onr responsibility is to express an opinion on these financial statements based on our 
audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and pe1form the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit includes examining, on a 
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our 
opinion. 

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial 
position of American Electric Power Company, Inc. and subsidiary companies as of December 31, 2013 and 
2012, and the results of their operations and their cash flows for each of the thlee years in the period ended 
December 31, 2013, in conformity with accounting principles generally accepted in the United States of 
America. 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the Company's intemal control over financial reporting as of December 31, 2013, based on the 
criteria established in Intemal Conu·ol-Integrated Framework (1992) issued by the Committee of Sponsming 
Organizations of the Treadway Commission and our report dated February 25, 2014 expressed an nnqnalified 
opinion on the Company's intemal control over financial reporting. '' 

/s/ Deloitte & Touche ILP 

Columbus, Ohio 
February 25, 2014 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FffiM 

To the Board of Directors and Shareholders of 
American Electtic Power Company, Inc.: 

We have audited the internal control over financial reporting of American Electric Power Company, Inc. and 
subsidimy companies (the "Company") as of December 31, 2013, based on criteria established in Intemal 
Control - Integrated Framework ( 1992) issued by the Committee of Sponsoring Organizations of the 
Treadway Commission. The Company's management is responsible for maintaining effective internal control 
over financial reporting and for its assessment of the effectiveness of internal control over financial reporting, 
included in the accompanying Management's Report on Internal Control Over Financial Reporting. Our 
responsibility is to express an opinion on the Company's intemal control over financial reporting based on our 
audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and peliorm the audit to obtain reasonable assurance 
about whether effective internal control over financial reporting was maintained in all material respects. Onr 
audit included obtaining an nnderstanding of internal control over financial reporting, assessing the risk that a 
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based 
on the assessed risk, and peliorming such other procednres as we considered necessary in the 
circumstances. We believe that onr audit provides a reasonable basis for onr opinion. 

A company's internal control over financial reporting is a process designed by, or under the supervision of, the 
company's principal executive and principal financial officers, or persons performing similar functions, m1d 
effected by the company's board of directors, management, m1d other personnel to provide reasonable assnrance 
regarding the reliability of financial reporting and the preparation of financial statements for extemal purposes 
in accordance with generally accepted accounting principles. A compm1y's internal control over financial 
repmiing includes those policies and procedures that (l) pertain to the maintenance of records that, in 
reasonable detail, accurately m1d fairly reflect the trm1sactions and dispositions of the assets of the company; (2) 
provide reasonable assurance that transactions m·e recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of 
the company aTe being made only in accordance with authorizations of management and directors of the 
company; and (3) provide reasonable assnrance regarding prevention or timely detection of unauthmized 
acquisition, use, or disposition of the company's assets that could have a mate1ial effect on the financial 
statements. 

Because of the inherent limitations of intemal control over financial reporting, including the possibility of 
collusion or improper management override of controls, material misstatements due to error or fraud may not 
be prevented or detected on a timely basis. Also, projections of m1y evaluation of the effectiveness of the 
internal control over financial reporting to future periods are subject to the risk that the controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or procednres 
may deteriorate. 

In onr opinion, the Company maintained, in all material respects, effective internal control over financial 
repmting as of December 31, 2013, based on the criteria established in Internal Control - Integrated 
Framework (1992) issued by the Committee of Sponsoring Organizations ofthe Treadway Commission. 

We have also audited, in accordance with the stm1dards of the Public Company Accounting Oversight Board 
(United States), the consolidated financial statements as of and for the yem· ended December 31, 2013 of the 
Company m1d onr repmt dated Februmy 25, 2014 expressed an unqualified opinion on those financial 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 422 of 1829

statements. 

Is/ Deloitte & Touche LLP 

Columbus, Ohio 
February 25, 2014 

52 
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Filing Requirement: 
 

The most recent Federal Energy Regulatory Commission or Federal Communication 
Commission audit reports; 
 

 
Response: 
 
Please see attached document for the most recent Federal Energy Regulatory 
Commission audit report. 
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/ 

Peter J. De:Wia:da 
~ •-!I:.J~.~ ~·:-.:~ Fr.s. J~! 
.!<l,~·r-~57'..::·~-::.ii"J 
:e~r .:,~~.; ~t~ 
'!!:! 211 :!~ 

No'\le.lllhelr 17, 1997 

:Mr. Biyan K. Craig 
.Mting Dil:ector, DMsion ofEI.eciric 

and Hydropower Openmom 
~:of the ChiefACcmm1cmt 
.Fe~~ ~gulatoiyComlnissioo. 
888 F"nst Stl:ei:t, N.E. 
W~l!., DC 20426 

Dear Mi Cniig: 

We llavereviewed the !Wdil: report (copy at!llched) forw&'dt:d Ito WI con 
October 30, 1997. · 'l"he report .mmm•rims the Rerul.ts of the FERC awlii; 
staff's examinaiion of the Books and Recmds ofK~ Power Co:mpmy for 
the period J~ 1, 1992 through December 31, 19% :in J)oc.ket No. 
FA96-4o-o!io and FA~l .. 

. Om: comments on the three report issues are noted herem. Shcrnl.d youl:w.ve 
any qireStimls conceming our commmm, please do not hesitate to oollllwt the 
ll.!ldemigned or LeOJIJII"d ·v. As~; Colllroller of AEI'SC. 

l Compliance Bxcepti!1na 

1. Acoounting fo~ Sdtlemem Co$1!! 

~Power's~ 

We agree with the teCOJII1llelldation that se!tlemem eosts on 
employmemlitigatioo.be reCorded below the line and lw.w 
revised our~ procedureS ooi:ordmgly. Attached is !!. 
copy of .July 9, 1997llllimoiandum fro!JA G." R. Kl:!on', Assistant 
Controller of AEPS~. revisillg our prooedurea. · 
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( November 17,1997 
Bryan K. Cmig 
Page2 
Kentucky Power Compwiy 

2. Miscellmeom Acoountillg Mise~on 

Kentucky Power's Response 

We agree wi1h the recom:mendanon concerning AccoWit 22!1.3 
(Aooumlllated Provision folf Pensiilllll and Be!J.efull) l!lld have 
revised om IWOO~ting procedures acooidingly. Attache4 is a 
copy of om: August 13, 1997 memorandn!u fro:m Ct S. 
Campbell/H. E. McCOy revising om procedures· 

H.· Defem:dMatter 

1. Aecollllting CII!Ssification fOlf Servioo Company Bi.~Jlngs 

Kentucky Powers Response 

The FEaC audit report makes lio recomm®d;>tion on this issue 
peil.dillg further study by the FERC's Office ofthe Chief 
Acco'lllltlmt We :resexve oorrlght to ~pond to this i!lSlre ~ 
the FERC'm siUdy' is completed ail.d released for comment. · 

J would lilre to mke 1his oppommity tJ:l ~om snpport fur the new 
c~ approm:h to &mditing AEP's elechlc operating subsidiaries. The 
new approach rCdnced ~tOtal lime~ to compl!lfe the !lllilit of all AEP 
subsidiaQes and :rediu:ed the cost to both AEP and the .F'.E,RC. I woold also like 
to thank Lucretia Smith l!l1d 1Im :fine sWf of auditom that perlimned m 
efficient audit while minimizing dimlp)ion of our !WCOJmting optm!ti~. 

... 
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Kentucky Powe:r:· Company 
Attention: M:i::·. Len Assante 
coritroU.er 
1 Riv~rside Plaza 
Columbus, OH 43215 

. Ladies and Gentlemen: 

In Reply Refe~· ~o: 
OCA-DE/HO 

Docket Nos. FA96-40-ooo 
and FA96-40-001· 

The Division of Electri~ and Hy~·opower Ope:~:·ati.ons of the 
Office of the Chief Accountant has examined.the books and records 
of Kentuclqr Power cr;nnpany for the period januacy 1, 1992, tm·ough 
December 31, 1996. The purpose of the examination was to 
eva'J,uate yoil:t'_ Company's compH.ance with Cc;>mmission accounting and 
reporting regulations conta~ried i.n the Uniform Sys:tem of 
Accounts, Annual Report: FERC Form No. 1, and the related 
x·egu.lations. The exa:m.inai;:ion included selective tests of the 
accounting :reco:t"ds, :r:·ev~.ew of the inte:rnal control structm:·e, and 
othe:t' tests and procedures consideJ:'ed necessary' u.m'ler the 
eiJ:•munstances. 

The Division of Elect:r:·ic and Hydropowe:.:· Operations 
:t'ecornmended corrective actions on certain findings o£ 
noncomp.l:i.ance ·with the Commission's accounting, financial 
reporting, and/o:t' related regulations~ Part I of the enclosed 
audit r.,port desc:r:·ines the find:l.ngs and recommendations. By 
~etter dated August 29 1 1997, yoll:t'.company agJ;eed to adopt. the 
:~:·ecoll!lRended cou:ective actions in Part 1. I hereby approve and 
di:r:·ect tile recommended co=ective actions in Part :r. 

The issue· set .forth in Part II on the accounting 
classifi.~ation of service company billings is dafe:~:red for 
fu:t:thex· study. The issue has been assigned as Docket 
No. FA96-40-00l. 

Tl:le Kentucky Power· Conunission did not x·espond wi"j:h any 
objections to the fa:t'egolng matters. 
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( 
' 

Kentucky Power company 2 

The Collll1lission delegated autho:rity to act in this matter to 
the Acting Directox-:; Division of Electric and Hydropower 
operations under· 18 c.F.R. § 375.303. 'This lettet· order 
constitutes final. agency action on the corrective actions 
approved and di:~:·ected in this report. !iJithin 30 days of the date 
of this o:.;der, your· Comp\).ny may fi:le a :r·equest for ;.:·shearing by 
the commission unde:t· 18 C.F.R. § 385.713. 

This letter ordez' is without prejudice to the Commission's 
right to requiz:·e he~·eatter any .later adjustments a:d.t;dng fr·om 
additional .ini'ormation that may caine to i.ts attention. 

Enclosure 

sincex·ely' 

·!)~/(,~ 
Bryan K. craig 
Acting Director, 
Division of Electric 

and Hydropower Operations 
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·~ .. 

Results of the Examination 

of -t;he 

Books and Records 

of 

Kentucky Power company 
Docket Nos. FA96-40-000 

and FJ\.5!5-40-oDl. 

For the Pe:dod 

1./l/92 through 12/31/96 

Conducted by 

Div.i.sicn of Audits . 
Office of the c~ief Accountant 

Fede:.:·al Energy Regulatocy commission 

L--------------·---·--~---------·-



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 429 of 1829

~entucky Power company 

~~LE OF CONTEN~S 

o ~D~eus~c~r~i~p~t~i~o~n~--~----------------------

I. compliance EXceptions 

l.. Accounting for Settlement costs 

2. Miscellaneous AccoUnting Misclass:i.fications 

IX. peferred Matter 

ii 

l 

l 

1. Accounting Classification fer Service Company Billings • . 3 
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Kentucky Power company 1 · 

I. Compliance Exceptions 

Kentucky Po;re:r. Company (the Company) ag:eeed to the 
:r:·ecommended corrective actions on the l:ollowing compliance 
matters: 

1. Accounting for Settlement costs 

The Company used the wrong accounts to :.:·ecord costs to 
settle employment su:!.ts. 

we Jceconmiend the Company revise proce\"l.ur~s to ensure it: 
records settlement payments in Account 42.6. 5, Other Deductions, 
consistent with the x·equirements of the Uni.fc:tm system of 
Accounts. 

Facts 

ou.ri.ng 1995 and J.9!36, the AEP Service Company paid cextain 
employment.settlement costs. It recorded the settlement fees of 
$47 ,soo :l.n Work ordex· No. 9988 ., AEPSC OVe:theads. T.he Sexvi.ce 
Company al.l.ocated this work ox·der to all the AEP Service Compan,y 
Work or·ders based on sal.ax·i.es. 'l'he Service Company then ll.illed 
out to the AEP system companies all its costs based upon sEc· 
approved allocations "for each individual. work o:t'der. As a 
result, the Company recorded these settlement costs in every 
accpunt oharq<ed as a :t·esul.t of the AEP Service COlllpany billing. 
The effect of these transacti,ons on the ind:i.vidual operat:!.ng 
compani.es was not Il!aterial. 

D~scrussion of Aoeount.ing Reqnirements 

Accounting Re:f_ease No •. la,. issued February 12, 1.980, 
requires companies· to charge expenditures resulting from 
compromise settlements or consent decrees to Account 426,5. 

-------·----------
2. Miscal.la:nso:us ll.ceount:i.ng Classif:l.c~tion 

The company cl.asslfied a transaction in the wrong account. 
The fol.lowing indicates the natur·e of the item misclas!lified, the 
account the Company used; and the proper account for suoh 
t:t·ansactions: 

• 
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Kentucky ~ower company 

pesoription 

Post-Reth·elllent Benefits Othex· than 
Pensions - Liability 

Account~- Proper 
~ Ao'oount 

228.4 228.3 

we r·eoommend the company adopt procedur<es to ensure that it 
records similar charges in the future consi.stent wi.th the 
requir"'llents of the Un1.fo:rm systems of Accounts.' 

' 
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Kentucky Power Company 3 

II. Deferred Matter 

1. Accounting Clasei!ication for SerVice Company Billings 

AEPSC.is a subsidiary of .lllnerican Electric Power Corporation 
(AEP) • It provi.des various services to affUiated AEP · 
subsidiaries, including- system planning, engineer·ing, financial, 
accounting-, public affair·s, fuel procurement and customer 
Se:tvices9 . 

AEPSC is subject to. th,e PUblic Utili.ty Holding Company Act 
(J?UCHA) which the Secur:l.ties and Exchange commission (SEC) 
adlnini.star·s, AEPSC maintains :i.ts accounts based on the SEC's 
uniform System of Accounts for mutual service companies. 

AEPSC first'assigns all costs to various expense and other 
a·ccounts. Then, it assi.gns all di.rect ·and indirect· costs to . 
various billable projects or wo~:·k orders, :V Direct costs 
include labor and labot· fringes, such as p'ayroll taxes and 
employee benefits. Indirect amounts inolude overhead amounts not 
speci:eically assignable to the work orders, such as 
adlnin.i.strative and general salaries, miscellaneous general 
expenses, depreciation, maintenance of general plant, etc. 

AEPSC bills interest; on working capital loans and incoine 
taxes to the various operating .companies as separate itell)S apart 
fr·om the no;nnal fu.U.y allocated billable work orders. 

AEPSC's invoices rendered to the company and the other AEP 
subsidiaries incJ.ude a 'cost bx·eaJcdown far each work order between 
dh'ect and overheail costs. ~he subsidiax·i.es use the accounting 
classifications AEPSC provides to assign costs to its var:l.ous · 
accounts. UndelO' this px·ocedure, the AEP subs.id:i.aries classi:t;ied 
certain AEPSC adlni.nistrative and genex·al expenses, payroll taxes, 
etc., to accounts other than those that it would charge i.f it 
directly :i.ncun·ed the elij>enditu:r·es. For.e»ample, charg-es for 
direct .labor costs to partiaula:r:· pz·ojects and accounts included 
additional costs :t:'elated to employment taxes, pen~ions, other 
e:oiployee benefits, adlni~istrative end gene:r•al expenses, and 
depreciation and main~ena~ce of the office building owned by 
AEI?SC •. 

Also, the AEP stilisidiat·ies x·ecorded income taxes and 
interest costs separately billed by AEPSC i.n Account 93 o, 2, 
Miscel.laneous Ganeral Expepses. 

2/ When AEPSC per:eoxms specific work for mo:z:·e than one company 
within the holding company group, it uses an SEC. app:r:·oved 
Jne.thod for assigning the cost among the va:r·ious members. 
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4 

~iscussion of Accounting Requirem~ts 

Gene~al Instiuction No. 14, Transactions with Associated 
Companies, of. the Uniform System of Acc?unts States: 

Each utility shall li:eep its accounts and records so as to be 
able to furnish accu:r·ately and expeditiously statements of 
all transactions with associated companies. The statements 
may be requi:red to show the gene:.:·al nature of the 
transactions, i;.he amounts iJ"\VOlVeCl therein and the amounts 
inoluded· in each account prescribed herein with respect to 
such transactions. Transactions. with associated companies 
shall be recorded in the appropriate accounts for · 
tX'i!!11Bactions o":l! the a;;m.e nature; Nothing herein qontained, 
however, "shall be construed as restrai.ning the utility from 
subdivi.cU,ng accounts for the purpo.;e of recording separately 
transactions with associatec! companies. [Elllphasis added.] 

The Office of the Chief Accountant is currently studying the 
issue of classification of affi_lj,ated company chp..rges on an 
industry··wide basis. Therefore, the Oi.vision of Audits, did nat 
make any recollllllendati.ons .on the sUbject pending co)!ipletion, of the 
study and any resulting rERC action, The accounting for the 
classification of affiliated company charges will be :r·esolved in 
a separate docket, Docket No. FA96-40-00l. 
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July 9, !997 

. Subj<e! Employment Settlement Com 

Frnrn G .. R. Knorr 

Ta Fila 

Accounting Release ll (AR·l2) isil!lf!l! by the Office of the Chief Aecaunlan£ '"t ~C 
requires~~!~ expenditures relBto:llto di~natory employment pmctic:es to b® reca.rdf!l! 
below·the-line u other income df!l!uctiom. Fines and penalties !!Ill to be recarded im 
Account 4215.3, Peiwties. Mel Ill! other CO$til. .incluclins settlemw casts paid ~o the 
plmintiifs, !lfe to be recorded in AeCQIIII& 426 .. 5, Other dedllctioll!l. 

In the furnre, whenever auch com are paid by AEP Smice Corpol'llltion, thll 
expmulitmes !ilould be clll!l!il'ied to the appropriate f'Eli.C accaum (5e~t ai.bovc) ruui!CI 
Work: Order No.. I 0 ll, Mmcellrmeoi!S non-ope!'atins expensei~.. Work Order No, 10 ll 
will transfolr tile inC'Ufl'ed com to first-tier AEP c!ieot compolii1i~!i for recording below
tile-line .. 

. -~'t.- /' . 
//G.R.Kllorr ~ 

cc P. J. DeMaria 
L. '1/: A5SIIIlte 
r. P. Eio'MIWI- Crmllllll 
G. E.~ 
F .. L. Sapn 
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Data August 13, 1997 

. subject Reclassification of Benef'lls Liabilities 

From Greg CampbelUHugh McCoy 

To Tim BoWIIlllll. 
Jerry Knorr 
~~
Maurice Mcintyre' 
Tom Mitchell 

- Camon 
• Columbus 

--~w.·· ,'· 
• .-.. ayne 
• Roanoke 

Our practice in accounling for a=ulated liabiliti.es for pelllSion benefits recorded 1lllder 
SFAS 87, posttetlrement beneil.ts (OPEl:!) recon!ed under SF.Mll06, and po!lWttlployment 
benefits recorded ~t SFAS 112 bas been to record th!: liabilities to Accollllt 228.4, 
Accumulated Misccl(aneous OperaliJ!g Provisiom. We did not use Account 228.3, 
Accumillated Provision for Pe!!Sions a!ld Benefits, liecause the de;lcription of Account 228.3 
seems to exclude benefils funded through an irrevocable trUSt :!W:Kl. 

NeverthelesB, during the course of the recent FERC audit, the FERC Staff infoJ:!Iled us truit 
our OPEB l.!ability should be =:ord~ to Account 228 .. 3, rnther than 221!.4. The Staff also 
referred us to the FERC's M.il.y 7, 1993 OPEB accounling gu~ in Docket No. AI93·4-
000, which also provides for the use of Account 228.3. therefore, !be accumulated liability 
for benefits recorded Wider SFAs 'if1, 106, and 112 all of July 31, 1997 !bat is currently 
recorded In Account 228.4 should be reciMsified in Aupt 19n business to Acco!l.tl1: 228.3, 
Accumulated Pl:'ovision for Peruii9111S ~ &uefits; 

Please coolal:t ll.'i if you should have any qucstiooo on Ibis ~tter. 

14. /fliC{k_ 
Greg campbell/Hugh z.i?coy 
cc: Len Assante 

GeoffPean 
Pete DeMaria 
BUI Scott 
Deloitte & Touche 
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Filing Requirement: 
 

The most recent Federal Energy Regulatory Commission Form 1 (electric), Federal 
Energy Regulatory Commission Form 2 (gas), or Public Service Commission Form T 
(telephone); 
 
 

 
Response: 
 
Please see the attached copy of Kentucky Power Company’s most recent FERC Form 1 
for year ended December 31, 2013. 
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THIS FILING IS

Item 1: An Initial (Original)
Submission

OR Resubmission No. ____X

FERC FINANCIAL REPORT
FERC FORM No. 1: Annual Report of 

Major Electric Utilities, Licensees 
and Others and Supplemental 

Form 3-Q: Quarterly Financial Report

These reports are mandatory under the Federal Power Act, Sections 3, 4(a), 304 and 309, and 

18 CFR 141.1 and 141.400.  Failure to report may result in criminal fines, civil penalties and 

other sanctions as provided by law.  The Federal Energy Regulatory Commission does not

consider these reports to be of confidential nature

OMB No.1902-0021

OMB No.1902-0029

OMB No.1902-0205

(Expires 12/31/2014)

(Expires 12/31/2014)

(Expires 05/31/2014)

Form 1 Approved

Form 1-F Approved

Form 3-Q Approved

FERC FORM No.1/3-Q (REV. 02-04)

Exact Legal Name of Respondent (Company) Year/Period of Report

End of 2013/Q4Kentucky Power Company
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INSTRUCTIONS FOR FILING FERC FORM NOS. 1 and 3-Q

GENERAL INFORMATION

I. Purpose

 FERC Form No. 1 (FERC Form 1) is an annual regulatory requirement for Major electric utilities, licensees and others
(18 C.F.R. § 141.1).  FERC Form No. 3-Q ( FERC Form 3-Q)is a quarterly regulatory requirement which supplements the
annual financial reporting requirement (18 C.F.R. § 141.400).  These reports are designed to collect financial and
operational information from electric utilities, licensees and others subject to the jurisdiction of the Federal Energy
Regulatory Commission.  These reports are also considered to be non-confidential public use forms.

II. Who Must Submit

 Each Major electric utility, licensee, or other, as classified in the Commission’s Uniform System of Accounts
Prescribed for Public Utilities and Licensees Subject To the Provisions of The Federal Power Act (18 C.F.R. Part 101),
must submit FERC Form 1 (18 C.F.R. § 141.1), and FERC Form 3-Q (18 C.F.R. § 141.400).  

 Note: Major means having, in each of the three previous calendar years, sales or transmission service that
exceeds one of the following:

  (1) one million megawatt hours of total annual sales,
  (2) 100 megawatt hours of annual sales for resale,
  (3) 500 megawatt hours of annual power exchanges delivered, or
  (4) 500 megawatt hours of annual wheeling for others (deliveries plus losses).

III. What and Where to Submit

(a)  Submit FERC Forms 1 and 3-Q electronically through the forms submission software.  Retain one copy of each report
for your files.  Any electronic submission must be created by using the forms submission software provided free by the
Commission at its web site: http://www.ferc.gov/docs-filing/eforms/form-1/elec-subm-soft.asp. The software is
used to submit the electronic filing to the Commission via the Internet.

(b)  The Corporate Officer Certification must be submitted electronically as part of the FERC Forms 1 and 3-Q filings.  

(c)  Submit immediately upon publication, by either eFiling or mail, two (2) copies to the Secretary of the Commission, the
latest Annual Report to Stockholders.  Unless eFiling the Annual Report to Stockholders, mail the stockholders report to
the Secretary of the Commission at:

 Secretary
 Federal Energy Regulatory Commission
 888 First Street, NE
 Washington, DC  20426

(d) For the CPA Certification Statement, submit within 30 days after filing the FERC Form 1, a letter or report (not
applicable to filers classified as Class C or Class D prior to January 1, 1984).  The CPA Certification Statement can be
either eFiled or mailed to the Secretary of the Commission at the address above.

FERC FORM 1 & 3-Q (ED. 03-07)   i
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The CPA Certification Statement should:

a) Attest to the conformity, in all material aspects, of the below listed (schedules and pages) with the
Commission's applicable Uniform System of Accounts (including applicable notes relating thereto and the
Chief Accountant's published accounting releases), and

b) Be signed by independent certified public accountants or an independent licensed public accountant
certified or licensed by a regulatory authority of a State or other political subdivision of the U. S. (See 18
C.F.R. §§ 41.10-41.12 for specific qualifications.)

Reference Schedules Pages

  Comparative Balance Sheet 110-113
 Statement of Income  114-117
 Statement of Retained Earnings 118-119
 Statement of Cash Flows  120-121
 Notes to Financial Statements 122-123

e) The following format must be used for the CPA Certification Statement unless unusual circumstances or conditions,
explained in the letter or report, demand that it be varied. Insert parenthetical phrases only when exceptions are
reported.

 “In connection with our regular examination of the financial statements of  for the year ended on which we have
reported separately under date of  , we have also reviewed schedules 

of FERC Form No. 1 for the year filed with the Federal Energy Regulatory Commission, for
conformity in all material respects with the requirements of the Federal Energy Regulatory Commission as set forth in its
applicable Uniform System of Accounts and published accounting releases.  Our review for this purpose included such
tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances.

 Based on our review, in our opinion the accompanying schedules identified in the preceding paragraph
(except as noted below) conform in all material respects with the accounting requirements of the Federal Energy
Regulatory Commission as set forth in its applicable Uniform System of Accounts and published accounting releases.”  

The letter or report must state which, if any, of the pages above do not conform to the Commission’s requirements. 
Describe the discrepancies that exist. 

(f)  Filers are encouraged to file their Annual Report to Stockholders, and the CPA Certification Statement using eFiling. 
To further that effort, new selections, “Annual Report to Stockholders,” and “CPA Certification Statement” have been
added to the dropdown “pick list” from which companies must choose when eFiling.  Further instructions are found on the
Commission’s website at http://www.ferc.gov/help/how-to.asp.  

(g) Federal, State and Local Governments and other authorized users may obtain additional blank copies of
FERC Form 1 and 3-Q free of charge from http://www.ferc.gov/docs-filing/eforms/form-1/form-1.pdf and
http://www.ferc.gov/docs-filing/eforms.asp#3Q-gas .

IV. When to Submit:

FERC Forms 1 and 3-Q must be filed by the following schedule:

FERC FORM 1 & 3-Q (ED. 03-07)   ii
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a) FERC Form 1 for each year ending December 31 must be filed by April 18th of the following year (18 CFR § 141.1), and

b) FERC Form 3-Q for each calendar quarter must be filed within 60 days after the reporting quarter (18 C.F.R. §
141.400). 

V. Where to Send Comments on Public Reporting Burden.

 The public reporting burden for the FERC Form 1 collection of information is estimated to average 1,144
hours per response, including the time for reviewing instructions, searching existing data sources, gathering and
maintaining the data-needed, and completing and reviewing the collection of information. The public reporting burden for
the FERC Form 3-Q collection of information is estimated to average 150 hours per response.  

 Send comments regarding these burden estimates or any aspect of these collections of information, including
suggestions for reducing burden, to the Federal Energy Regulatory Commission, 888 First Street NE, Washington, DC
20426 (Attention: Information Clearance Officer); and to the Office of Information and Regulatory Affairs, Office of
Management and Budget, Washington, DC 20503 (Attention: Desk Officer for the Federal Energy Regulatory
Commission).  No person shall be subject to any penalty if any collection of information does not display a valid control
number (44 U.S.C. § 3512 (a)).

FERC FORM 1 & 3-Q (ED. 03-07)  iii
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GENERAL INSTRUCTIONS

I. Prepare this report in conformity with the Uniform System of Accounts (18 CFR Part 101) (USofA). Interpret
all accounting words and phrases in accordance with the USofA.

II. Enter in whole numbers (dollars or MWH) only, except where otherwise noted. (Enter cents for averages and
figures per unit where cents are important. The truncating of cents is allowed except on the four basic financial statements
where rounding is required.) The amounts shown on all supporting pages must agree with the amounts entered on the
statements that they support. When applying thresholds to determine significance for reporting purposes, use for balance
sheet accounts the balances at the end of the current reporting period, and use for statement of income accounts the
current year's year to date amounts.

III Complete each question fully and accurately, even if it has been answered in a previous report. Enter the
word "None" where it truly and completely states the fact.

IV. For any page(s) that is not applicable to the respondent, omit the page(s) and enter "NA," "NONE," or "Not
Applicable" in column (d) on the List of Schedules, pages 2 and 3.

 V. Enter the month, day, and year for all dates. Use customary abbreviations. The "Date of Report" included in the
header of each page is to be completed only for resubmissions (see VII. below). 

VI. Generally, except for certain schedules, all numbers, whether they are expected to be debits or credits, must
be reported as positive. Numbers having a sign that is different from the expected sign must be reported by enclosing the
numbers in parentheses.

VII For any resubmissions, submit the electronic filing using the form submission software only.  Please explain
the reason for the resubmission in a footnote to the data field.

VIII. Do not make references to reports of previous periods/years or to other reports in lieu of required entries,
except as specifically authorized.

IX. Wherever (schedule) pages refer to figures from a previous period/year, the figures reported must be based
upon those shown by the report of the previous period/year, or an appropriate explanation given as to why the different
figures were used.

Definitions for statistical classifications used for completing schedules for transmission system reporting are as follows:

FNS - Firm Network Transmission Service for Self. "Firm" means service that can not be interrupted for economic reasons
and is intended to remain reliable even under adverse conditions. "Network Service" is Network Transmission Service as
described in Order No. 888 and the Open Access Transmission Tariff. "Self" means the respondent.

FNO - Firm Network Service for Others. "Firm" means that service cannot be interrupted for economic reasons and is
intended to remain reliable even under adverse conditions. "Network Service" is Network Transmission Service as
described in Order No. 888 and the Open Access Transmission Tariff.

LFP - for Long-Term Firm Point-to-Point Transmission Reservations. "Long-Term" means one year or longer and” firm"
means that service cannot be interrupted for economic reasons and is intended to remain reliable even under adverse
conditions. "Point-to-Point Transmission Reservations" are described in Order No. 888 and the Open Access
Transmission Tariff. For all transactions identified as LFP, provide in a footnote the 
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termination date of the contract defined as the earliest date either buyer or seller can unilaterally cancel the contract.

OLF - Other Long-Term Firm Transmission Service. Report service provided under contracts which do not conform to the
terms of the Open Access Transmission Tariff. "Long-Term" means one year or longer and “firm” means that service
cannot be interrupted for economic reasons and is intended to remain reliable even under adverse conditions. For all
transactions identified as OLF, provide in a footnote the termination date of the contract defined as the earliest date either
buyer or seller can unilaterally get out of the contract.

SFP - Short-Term Firm Point-to-Point Transmission Reservations. Use this classification for all firm point-to-point
transmission reservations, where the duration of each period of reservation is less than one-year.

NF - Non-Firm Transmission Service, where firm means that service cannot be interrupted for economic reasons and is
intended to remain reliable even under adverse conditions.

OS - Other Transmission Service. Use this classification only for those services which can not be placed in the
above-mentioned classifications, such as all other service regardless of the length of the contract and service FERC Form.
Describe the type of service in a footnote for each entry.

AD - Out-of-Period Adjustments. Use this code for any accounting adjustments or "true-ups" for service provided in prior
reporting periods. Provide an explanation in a footnote for each adjustment.

DEFINITIONS
I. Commission Authorization (Comm. Auth.) -- The authorization of the Federal Energy Regulatory Commission, or any
other Commission. Name the commission whose authorization was obtained and give date of the authorization.

 II. Respondent -- The person, corporation, licensee, agency, authority, or other Legal entity or instrumentality in whose
behalf the report is made.
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EXCERPTS FROM THE LAW

Federal Power Act, 16 U.S.C. § 791a-825r

Sec. 3. The words defined in this section shall have the following meanings for purposes of this Act, to with: 

 (3) ’Corporation' means any corporation, joint-stock company, partnership, association, business trust,
organized group of persons, whether incorporated or not, or a receiver or receivers, trustee or trustees of any of the
foregoing. It shall not include 'municipalities, as hereinafter defined;

 (4) 'Person' means an individual or a corporation;

 (5) 'Licensee, means any person, State, or municipality Licensed under the provisions of section 4 of this Act,
and any assignee or successor in interest thereof;

 (7) 'municipality means a city, county, irrigation district, drainage district, or other political subdivision or
agency of a State competent under the Laws thereof to carry and the business of developing, transmitting, unitizing, or
distributing power; ......

 (11) "project' means. a complete unit of improvement or development, consisting of a power house, all water
conduits, all dams and appurtenant works and structures (including navigation structures) which are a part of said unit, and
all storage, diverting, or fore bay reservoirs directly connected therewith, the primary line or lines transmitting power there
from to the point of junction with the distribution system or with the interconnected primary transmission system, all
miscellaneous structures used and useful in connection with said unit or any part thereof, and all water rights,
rights-of-way, ditches, dams, reservoirs, Lands, or interest in Lands the use and occupancy of which are necessary or
appropriate in the maintenance and operation of such unit;

"Sec. 4. The Commission is hereby authorized and empowered

(a) To make investigations and to collect and record data concerning the utilization of the water 'resources of any region to
be developed, the water-power industry and its relation to other industries and to interstate or foreign commerce, and
concerning the location, capacity, development -costs, and relation to markets of power sites; ... to the extent the
Commission may deem necessary or useful for the purposes of this Act."

"Sec. 304. (a) Every Licensee and every public utility shall file with the Commission such annual and other periodic or
special* reports as the Commission may be rules and regulations or other prescribe as necessary or appropriate to assist
the Commission in the -proper administration of this Act. The Commission may prescribe the manner and FERC Form in
which such reports salt be made, and require from such persons specific answers to all questions upon which the
Commission may need information. The Commission may require that such reports shall include, among other things, full
information as to assets and Liabilities, capitalization, net investment, and reduction thereof, gross receipts, interest due
and paid, depreciation, and other reserves, cost of project and other facilities, cost of maintenance and operation of the
project and other facilities, cost of renewals and replacement of the project works and other facilities, depreciation,
generation, transmission, distribution, delivery, use, and sale of electric energy. The Commission may require any such
person to make adequate provision for currently determining such costs and other facts. Such reports shall be made under
oath unless the Commission otherwise specifies*.10
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"Sec. 309. The Commission shall have power to perform any and all acts, and to prescribe, issue, make, and rescind such
orders, rules and regulations as it may find necessary or appropriate to carry out the provisions of this Act. Among other
things, such rules and regulations may define accounting, technical, and trade terms used in this Act; and may prescribe
the FERC Form or FERC Forms of all statements, declarations, applications, and reports to be filed with the Commission,
the information which they shall contain, and the time within which they shall be field..."

General Penalties

 The Commission may assess up to $1 million per day per violation of its rules and regulations. See
FPA § 316(a) (2005), 16 U.S.C. § 825o(a). 
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IDENTIFICATION

FERC FORM NO. 1/3-Q:
REPORT OF MAJOR ELECTRIC UTILITIES, LICENSEES AND OTHER

F. Scott Travis

1 Riverside Plaza, Columbus, OH 43215-2373

2013/Q4

AEP Service Corp., 1 Riverside Plaza, Columbus, OH 43215-2373

01 Exact Legal Name of Respondent

(1)       An Original          (2)        A ResubmissionX

02 Year/Period of Report

End ofKentucky Power Company

03 Previous Name and Date of Change (if name changed during year)

04 Address of Principal Office at End of Period (Street, City, State, Zip Code)

05 Name of Contact Person 06 Title of Contact Person

07 Address of Contact Person (Street, City, State, Zip Code)

08 Telephone of Contact Person,Including
Area Code

09 This Report Is 10 Date of Report
(Mo, Da, Yr)

01 Name

02 Title

03 Signature 04 Date Signed

(Mo, Da, Yr)

Title 18, U.S.C. 1001 makes it a crime for any person to knowingly and willingly to make to any Agency or Department of the United States any
false, fictitious or fraudulent statements as to any matter within its jurisdiction.

  /  /

Jason M. Johnson Accountant

(614) 716-1000 04/11/2014

F. Scott Travis

Assistant Controller 04/11/2014

ANNUAL CORPORATE OFFICER CERTIFICATION
The undersigned officer certifies that:

I have examined this report and to the best of my knowledge, information, and belief all statements of fact contained in this report are correct statements
of the business affairs of the respondent and the financial statements, and other financial information contained in this report, conform in all material
respects to the Uniform System of Accounts.

FERC FORM No.1/3-Q (REV. 02-04) Page 1

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 445 of 1829



Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

LIST OF SCHEDULES (Electric Utility)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Title of Schedule Reference
Page No.

Remarks

(c)(b)(a)

Enter in column (c) the terms "none," "not applicable," or "NA," as appropriate, where no information or amounts have been reported for
certain pages.  Omit pages where the respondents are "none," "not applicable," or "NA".

101General Information   1

102Control Over Respondent   2

N/A103Corporations Controlled by Respondent   3

104Officers   4

105Directors   5

106(a)(b)Information on Formula Rates   6

108-109Important Changes During the Year   7

110-113Comparative Balance Sheet   8

114-117Statement of Income for the Year   9

118-119Statement of Retained Earnings for the Year  10

120-121Statement of Cash Flows  11

122-123Notes to Financial Statements  12

122(a)(b)Statement of Accum Comp Income, Comp Income, and Hedging Activities  13

200-201Summary of Utility Plant & Accumulated Provisions for Dep, Amort & Dep  14

N/A202-203Nuclear Fuel Materials  15

204-207Electric Plant in Service  16

213Electric Plant Leased to Others  17

214Electric Plant Held for Future Use  18

216Construction Work in Progress-Electric  19

219Accumulated Provision for Depreciation of Electric Utility Plant  20

N/A224-225Investment of Subsidiary Companies  21

227Materials and Supplies  22

228(ab)-229(ab)Allowances  23

230Extraordinary Property Losses  24

230Unrecovered Plant and Regulatory Study Costs  25

231Transmission Service and Generation Interconnection Study Costs  26

232Other Regulatory Assets  27

233Miscellaneous Deferred Debits  28

234Accumulated Deferred Income Taxes  29

250-251Capital Stock  30

253Other Paid-in Capital  31

254Capital Stock Expense  32

256-257Long-Term Debt  33

261Reconciliation of Reported Net Income with Taxable Inc for Fed Inc Tax  34

262-263Taxes Accrued, Prepaid and Charged During the Year  35

266-267Accumulated Deferred Investment Tax Credits  36
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LIST OF SCHEDULES (Electric Utility) (continued)

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Title of Schedule Reference
Page No.

Remarks

(c)(b)(a)

Enter in column (c) the terms "none," "not applicable," or "NA," as appropriate, where no information or amounts have been reported for
certain pages.  Omit pages where the respondents are "none," "not applicable," or "NA".

269Other Deferred Credits  37

272-273Accumulated Deferred Income Taxes-Accelerated Amortization Property  38

274-275Accumulated Deferred Income Taxes-Other Property  39

276-277Accumulated Deferred Income Taxes-Other  40

278Other Regulatory Liabilities  41

300-301Electric Operating Revenues  42

N/A302Regional Transmission Service Revenues (Account 457.1)  43

304Sales of Electricity by Rate Schedules  44

310-311Sales for Resale  45

320-323Electric Operation and Maintenance Expenses  46

326-327Purchased Power  47

328-330Transmission of Electricity for Others  48

N/A331Transmission of Electricity by ISO/RTOs  49

332Transmission of Electricity by Others  50

335Miscellaneous General Expenses-Electric  51

336-337Depreciation and Amortization of Electric Plant  52

350-351Regulatory Commission Expenses  53

352-353Research, Development and Demonstration Activities  54

354-355Distribution of Salaries and Wages  55

356Common Utility Plant and Expenses  56

397Amounts included in ISO/RTO Settlement Statements  57

398Purchase and Sale of Ancillary Services  58

400Monthly Transmission System Peak Load  59

400aMonthly ISO/RTO Transmission System Peak Load  60

401Electric Energy Account  61

401Monthly Peaks and Output  62

402-403Steam Electric Generating Plant Statistics  63

N/A406-407Hydroelectric Generating Plant Statistics  64

N/A408-409Pumped Storage Generating Plant Statistics  65

N/A410-411Generating Plant Statistics Pages  66
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LIST OF SCHEDULES (Electric Utility) (continued)

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Title of Schedule Reference
Page No.

Remarks

(c)(b)(a)

Enter in column (c) the terms "none," "not applicable," or "NA," as appropriate, where no information or amounts have been reported for
certain pages.  Omit pages where the respondents are "none," "not applicable," or "NA".

422-423Transmission Line Statistics Pages  67

424-425Transmission Lines Added During the Year  68

426-427Substations  69

429Transactions with Associated (Affiliated) Companies  70

450Footnote Data  71

Stockholders' Reports  Check appropriate box:
Two copies will be submitted

No annual report to stockholders is prepared
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

GENERAL INFORMATION

Kentucky Power Company X
04/11/2014 2013/Q4

   1. Provide name and title of officer having custody of the general corporate books of account and address of
office where the general corporate books are kept, and address of office where any other corporate books of account
are kept, if different from that where the general corporate books are kept.

   2. Provide the name of the State under the laws of which respondent is incorporated, and date of incorporation.
If incorporated under a special law, give reference to such law. If not incorporated, state that fact and give the type
of organization and the date organized.

   3. If at any time during the year the property of respondent was held by a receiver or trustee, give (a) name of 
receiver or trustee, (b) date such receiver or trustee took possession, (c) the authority by which the receivership or
trusteeship was created, and (d) date when possession by receiver or trustee ceased.

   4. State the classes or utility and other services furnished by respondent during the year in each State in which
the respondent operated.

   5. Have you engaged as the principal accountant to audit your financial statements an accountant who is not
the principal accountant for your previous year's certified financial statements?

(1)          Yes...Enter the date when such independent accountant was initially engaged: 
(2)          No
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

CONTROL OVER RESPONDENT

Kentucky Power Company X
04/11/2014 2013/Q4

  1.  If any corporation, business trust, or similar organization or a combination of such organizations jointly held
control over the repondent at the end of the year, state name of controlling corporation or organization, manner in
which control was held, and extent of control.  If control was in a holding company organization, show the chain
of ownership or control to the main parent company or organization.  If control was held by a trustee(s), state 
name of trustee(s), name of beneficiary or beneficiearies for whom trust was maintained, and purpose of the trust.

                                                              American Electric Power Company, Inc.
                                                            Ownership of 100% of Respondent's Common Stock
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

CORPORATIONS CONTROLLED BY RESPONDENT

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Name of Company Controlled Kind of Business  Percent Voting
Stock Owned

(c)(b)(a)

Footnote
Ref.
(d)

1.  Report below the names of all corporations, business trusts, and similar organizations, controlled directly or indirectly by respondent
at any time during the year.  If control ceased prior to end of year, give particulars (details) in a footnote.
2.  If control was by other means than a direct holding of voting rights, state in a footnote the manner in which control was held, naming
any intermediaries involved.
3.  If control was held jointly with one or more other interests, state the fact in a footnote and name the other interests.

Definitions
1.  See the Uniform System of Accounts for a definition of control.
2.  Direct control is that which is exercised without interposition of an intermediary.
3.  Indirect control is that which is exercised by the interposition of an intermediary which exercises direct control.
4.  Joint control is that in which neither interest can effectively control or direct action without the consent of the other, as where the
voting control is equally divided between two holders, or each party holds a veto power over the other.  Joint control may exist by mutual
agreement or understanding between two or more parties who together have control within the meaning of the definition of control in the
Uniform System of Accounts, regardless of the relative voting rights of each party.

   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

OFFICERS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Title Name of Officer  Salary
for Year

(c)(b)(a)

1.  Report below the name, title and salary for each executive officer whose salary is $50,000 or more.  An "executive officer" of a
respondent includes its president, secretary, treasurer, and vice president in charge of a principal business unit, division or function
(such as sales, administration or finance), and any other person who performs similar policy making functions.
2.  If a change was made during the year in the incumbent of any position, show name and total remuneration of the previous
incumbent, and the date the change in incumbency was made.

See footnote   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44
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Schedule Page: 104     Line No.: 1     Column: a

Executive Compensation Table
The following table provides summary information concerning compensation paid to or accrued by us on behalf of our Chief Executive Officer, our Chief Financial Officer and
the three other most highly compensated executive officers, to whom we refer collectively as the named executive officers. 

Name and Principal Position
                         (a)

Salary
($)(1)

(b)

Bonus
($)
(c)

Stock
Awards

($)(2)
(d)

Non-
Equity

Incentive
Plan

Compen-
sation
($)(3)

(f)

Change in
Pension
Value

and Non-
qualified
Deferred
Compen-

sation
Earnings

($)(4)
(g)

All
Other

Compen-
sation

Earnings
($)(5)

(h)

Total
($)
(i)

Nicholas K. Akins — 1,204,615 —        6,720,167 2,430,000 155,741 102,065 10,612,588
  Chairman of the Board and
  Chief Executive Officer

Brian X. Tierney  — 675,086 —  1,893,044 875,500 0 77,689 3,521,319
  Executive Vice President and
  Chief Financial Officer

Robert P. Powers — 675,086 —  1,893,044 875,500 0 78,184 3,521,814
  Executive Vice President and
  Chief Operating Officer

David M. Feinberg(6) — 552,115 —  1,050,302 585,000 36,057 55,309 2,278,783
  Executive Vice President and 
  General Counsel

Lana L. Hillebrand(7) — 471,808 —  1,146,251 480,000 8,193 64,386 2,170,638
  Senior Vice President and Chief
  Administrative Officer

(1) Amounts in the salary column are composed of executive salaries paid for the year shown, which include 261 days of pay for 2013, which is one day more than the
standard 260 calendar work days and holidays in a year.

(2) The amounts reported in this column reflect the total grant date fair value, calculated in accordance with FASB ASC Topic 718, of performance units and restricted stock
units granted under our Long-Term Incentive Plan. See Note 15 to the Consolidated Financial Statements included in our Form 10-K for the year ended December 31,
2013 for a discussion of the relevant assumptions used in calculating these amounts. With respect to the performance units, the estimates of the grant date fair values
determined in accordance with FASB ASC Topic 718 assumes the vesting of 100% of the performance units awarded. The value realized for the performance units, if any,
will depend on the Company’s performance during a three-year performance and vesting period. The potential payout can range from 0 percent to 200 percent of the target
number of performance units, plus any dividend equivalents. Therefore, the maximum amount payable for the 2013 performance units is equal to $9,807,454 for
Mr. Akins, $2,807,952 for Messrs. Power and Tierney, $1,352,936 for Mr. Feinberg and $1,220,475 for Ms. Hillebrand; and the maximum amount payable for the 2012
performance units is equal to $6,809,551 for Mr. Akins, $2,762,708 for Messrs. Power and Tierney and $1,381,354 for Mr. Feinberg. The 2011 performance units vested
on December 31, 2013 and are shown in the Option Exercises and Stock Vested Table for 2013.The restricted stock units vest over a forty month period. 

(3) The amounts shown in this column are annual incentive compensation paid under the Senior Officer Incentive Plan for the year shown. At the outset of each year, the HR
Committee sets annual incentive targets and performance criteria that are used after year-end to determine if and the extent to which executive officers may receive annual
incentive award payments under this plan.

(4) The amounts shown in this column are attributable to the increase in the actuarial values of each of the named executive officer’s combined benefits under AEP’s qualified
and non-qualified defined benefit plans determined using interest rate and mortality assumptions consistent with those used in the Company’s financial statements. See the
Pension Benefits Table on page 56, and related footnotes for additional information. See Note 8 to the Consolidated Financial Statements included in our Form 10-K for
the year ended December 31, 2013 for a discussion of the relevant assumptions. No named executive officer received preferential or above-market earnings on deferred
compensation. The actual change in pension value in 2013 for Mr. Tierney was ($163,271) and for Mr. Powers was ($236,687).

(5) Amounts shown in the All Other Compensation column for 2013 include: (a) Company contributions to the Company’s Retirement Savings Plan, (b) Company
contributions to the Company’s Supplemental Retirement Savings Plan, (c) temporary living and relocation, (d) tax reimbursement and (e) perquisites. The amounts are
listed in the following table:

All Other Compensation

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Nicholas K. Brian X. Robert P. David M. Lana L. 
Type Akins Tierney Powers Feinberg Hillebrand

Retirement Savings Plan Match 11,448 11,475 11,475 11,475 6,486
Supplemental Retirement Savings Plan Match 78,525 54,764 54,764 33,421 9,675
Temporary Living and Relocation 0 0 0 0 21,498
Tax Reimbursement(8) 0 0 0 0 16,554
Perquisites 12,092 11,450 11,945 10,413 10,173
Total 102,065 77,689 78,184 55,309 64,386

 Perquisites provided in 2013 included: financial counseling and tax preparation, and, for Mr. Akins, director’s accidental death insurance premium. Executive officers may
also have the occasional personal use of event tickets when such tickets are not being used for business purposes, however, there is no associated incremental cost. From
time to time executive officers may receive token gifts from third parties that sponsor sporting events (subject to our policies on conflicts of interest). None of the
individual perquisites had a value exceeding $25,000 for a named executive officer.

(6) Mr. Feinberg was not considered an executive officer prior to 2012.

(7) Ms. Hillebrand was not considered an executive officer prior to 2012. Ms. Hillebrand has an agreement with the Company pursuant to which we paid her $464,000 in
2012 to offset the loss of near-term compensation payments that she forfeited by coming to work at the Company. In addition, she was granted an additional $310,000 in
restricted stock units on February 26, 2013 to offset the loss of stock units that she forfeited when she left her prior employer.

(8) We paid a tax reimbursement to Ms. Hillebrand for imputed income with respect to relocation and temporary living expenses.

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

DIRECTORS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line Name (and Title) of Director Principal Business Address
(b)(a)No.

1.  Report below the information called for concerning each director of the respondent who held office at any time during the year.  Include in column (a), abbreviated
titles of the directors who are officers of the respondent.
2.  Designate members of the Executive Committee by a triple asterisk and the Chairman of the Executive Committee by a double asterisk.

Columbus, OhioNicholas K. Akins, Chairman of the Board   1

                                 and Chief Executive Officer   2

   3

Columbus, OhioLisa M. Barton, Vice President   4

   5

Columbus, OhioRobert P. Powers, Vice President   6

   7

Columbus, OhioBrian X. Tierney,  Chief Financial Officer   8

                               and Vice President   9

  10

Columbus, OhioDennis E. Welch, Vice President  11

  12

Columbus, OhioMark C. McCullough, Vice President  13

  14

Columbus, OhioLana L. Hillebrand, Vice President  15

  16

Columbus, OhioDavid M. Feinberg, Secretary  17

  18

Note:  The Respondent does not have an Executive Committee  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

  46

  47

  48
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

INFORMATION ON FORMULA RATES

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. FERC Rate Schedule or Tariff Number FERC Proceeding

Does the respondent have formula rates? Yes

No

X

1.  Please list the Commission accepted formula rates including FERC Rate Schedule or Tariff Number and FERC proceeding (i.e. Docket No)
accepting the rate(s) or changes in the accepted rate.

FERC Rate Schedule/Tariff Number  FERC Proceeding

ER06-340Rate Schedule 51   1

ER06-358Rate Schedule 52   2

   3

ER08-1329PJM Interconnection L.L.C. Attachment H-14   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. \ Filed DateAccession No.

Date
Docket No. Description

Formula Rate FERC Rate
Schedule Number or
Tariff Number

INFORMATION ON FORMULA RATES

Does the respondent file with the Commission annual (or more frequent) Yes

NoX

2.  If yes, provide a listing of such filings as contained on the Commission's eLibrary website

FERC Rate Schedule/Tariff Number  FERC Proceeding

filings containing the inputs to the formula rate(s)?

Document

05/28/201320130528-5163 ER08-1329 AEP PJM OATT Formula UpdatePJM OATT Attach H-14   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

  46
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. Page No(s). Schedule Column Line No

INFORMATION ON FORMULA RATES

1.  If a respondent does not submit such filings then indicate in a footnote to the applicable Form 1 schedule where formula rate inputs differ from

Formula Rate Variances

amounts reported in the Form 1.
2. The footnote should provide a narrative description explaining how the "rate" (or billing) was derived if different from the reported amount in the

Form 1.
3. The footnote should explain amounts excluded from the ratebase or where labor or other allocation factors, operating expenses, or other items

impacting formula rate inputs differ from amounts reported in Form 1 schedule amounts.
4. Where the Commission has provided guidance on formula rate inputs, the specific proceeding should be noted in the footnote.

204-207 Electric Plant in Service (g) 49   1

214 Electric Plant Held for Use (d) 46   2

216 Construction Work in Progress (b) 1   3

310-311 Sales for Resale (k) 2   4

320 Electric Operation and Maintenance Expenses (b) 5   5

321 Electric Operation and Maintenance Expenses (b) 93   6

323 Electric Operation and Maintenance Expenses (b) 185   7

336 Depreciation and Amortization of Electric Plant (b) 7   8

354 Distribution of Salaries and Wages (b) 28   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report Year/Period of Report
End of

IMPORTANT CHANGES DURING THE QUARTER/YEAR

Kentucky Power Company X
04/11/2014

2013/Q4

PAGE 108 INTENTIONALLY LEFT BLANK
SEE PAGE 109 FOR REQUIRED INFORMATION.

Give particulars (details) concerning the matters indicated below.  Make the statements explicit and precise, and number them in
accordance with the inquiries.  Each inquiry should be answered.  Enter "none," "not applicable," or "NA" where applicable.  If
information which answers an inquiry is given elsewhere in the report, make a reference to the schedule in which it appears.
1.  Changes in and important additions to franchise rights:  Describe the actual consideration given therefore and state from whom the
franchise rights were acquired.  If acquired without the payment of consideration, state that fact.
2.  Acquisition of ownership in other companies by reorganization, merger, or consolidation with other companies:  Give names of
companies involved, particulars concerning the transactions, name of the Commission authorizing the transaction, and reference to
Commission authorization.
3.  Purchase or sale of an operating unit or system:  Give a brief description of the property, and of the transactions relating thereto,
and reference to Commission authorization, if any was required.  Give date journal entries called for by the Uniform System of Accounts
were submitted to the Commission.
4.  Important leaseholds (other than leaseholds for natural gas lands) that have been acquired or given, assigned or surrendered:  Give
effective dates, lengths of terms, names of parties, rents, and other condition.  State name of Commission authorizing lease and give
reference to such authorization.
5.  Important extension or reduction of transmission or distribution system:  State territory added or relinquished and date operations
began or ceased and give reference to Commission authorization, if any was required.  State also the approximate number of
customers added or lost and approximate annual revenues of each class of service.  Each natural gas company must also state major
new continuing sources of gas made available to it from purchases, development, purchase contract or otherwise, giving location and
approximate total gas volumes available, period of contracts, and other parties to any such arrangements, etc.
6.  Obligations incurred as a result of issuance of securities or assumption of liabilities or guarantees including issuance of short-term
debt and commercial paper having a maturity of one year or less.  Give reference to FERC or State Commission authorization, as
appropriate, and the amount of obligation or guarantee.
7.  Changes in articles of incorporation or amendments to charter:  Explain the nature and purpose of such changes or amendments.
8.  State the estimated annual effect and nature of any important wage scale changes during the year.
9.  State briefly the status of any materially important legal proceedings pending at the end of the year, and the results of any such
proceedings culminated during the year.
10.  Describe briefly any materially important transactions of the respondent not disclosed elsewhere in this report in which an officer,
director, security holder reported on Page 104 or 105 of the Annual Report Form No. 1, voting trustee, associated company or known
associate of any of these persons was a party or in which any such person had a material interest.
11.  (Reserved.)
12.  If the important changes during the year relating to the respondent company appearing in the annual report to stockholders are
applicable in every respect and furnish the data required by Instructions 1 to 11 above, such notes may be included on this page.
13. Describe fully any changes in officers, directors, major security holders and voting powers of the respondent that may have
occurred during the reporting period.
14. In the event that the respondent participates in a cash management program(s) and its proprietary capital ratio is less than 30
percent please describe the significant events or transactions causing the proprietary capital ratio to be less than 30 percent, and the
extent to which the respondent has amounts loaned or money advanced to its parent, subsidiary, or affiliated companies through a
cash management program(s).   Additionally, please describe plans, if any to regain at least a 30 percent proprietary ratio.
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Item 1  
Date

Acquired
Or Extended

Community
(full name)

Period of Franchise &
Termination

(month/day/year)

Consideration
($ amount or “None”)

Renewed
March
11, 2013

City of Hindman,
Knott County,
KY

Ten (10) year franchise
renewal expiring March
10, 2023

None

Renewed
March
11, 2013

City of Jenkins,
Letcher County,
KY

Ten (10) year franchise
renewal expiring March
10, 2023

None

Item 2  None

Item 3  None

Item 4  None 

Item 5  None

Item 6  $200M Floating Rate Term Credit Agreement, due May 13, 2015.  Funding due to 
  transfer of 50% ownership interest of Mitchell Plant to Respondent. FERC Docket 
  EC-13-28-000 Authority.

Item 7  None

Item 8  None

Item 9 None

Item 10 Lana L. Hillebrand appointed as Director and Vice President effective January 1, 2013
  Julia A. Sloat appointed as Treasurer effective January 1, 2013
  Michael Heyeck resigned as Vice President effective April 24, 2013

Item 11 (Reserved)

Item 12 Not Used

Item 13 None

Item 14 Proprietary capital ratio exceeds 30%

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

IMPORTANT CHANGES DURING THE QUARTER/YEAR (Continued)
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

X

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS)

Line
No.

Title of Account
(a)

Ref.
Page No.

(b)

Current Year
End of Quarter/Year

Balance
(c)

Prior Year
End Balance

12/31
(d)

Kentucky Power Company
04/11/2014 2013/Q4

UTILITY PLANT   1

2,727,442,055 1,757,048,559200-201Utility Plant (101-106, 114)   2

128,599,148 44,281,292200-201Construction Work in Progress (107)   3

2,856,041,203 1,801,329,851TOTAL Utility Plant (Enter Total of lines 2 and 3)   4

961,039,344 622,134,082200-201(Less) Accum. Prov. for Depr. Amort. Depl. (108, 110, 111, 115)   5

1,895,001,859 1,179,195,769Net Utility Plant (Enter Total of line 4 less 5)   6

0 0202-203Nuclear Fuel in Process of Ref., Conv.,Enrich., and Fab. (120.1)   7

0 0Nuclear Fuel Materials and Assemblies-Stock Account (120.2)   8

0 0Nuclear Fuel Assemblies in Reactor (120.3)   9

0 0Spent Nuclear Fuel (120.4)  10

0 0Nuclear Fuel Under Capital Leases (120.6)  11

0 0202-203(Less) Accum. Prov. for Amort. of Nucl. Fuel Assemblies (120.5)  12

0 0Net Nuclear Fuel (Enter Total of lines 7-11 less 12)  13

1,895,001,859 1,179,195,769Net Utility Plant (Enter Total of lines 6 and 13)  14

0 0Utility Plant Adjustments (116)  15

0 0Gas Stored Underground - Noncurrent (117)  16

OTHER PROPERTY AND INVESTMENTS  17

995,120 964,528Nonutility Property (121)  18

214,956 208,286(Less) Accum. Prov. for Depr. and Amort. (122)  19

0 0Investments in Associated Companies (123)  20

0 0224-225Investment in Subsidiary Companies (123.1)  21

(For Cost of Account 123.1, See Footnote Page 224, line 42)  22

0 2,361,232228-229Noncurrent Portion of Allowances  23

4,777,440 5,003,210Other Investments (124)  24

0 0Sinking Funds (125)  25

0 0Depreciation Fund (126)  26

0 0Amortization Fund - Federal (127)  27

0 0Other Special Funds (128)  28

11,446,242 0Special Funds (Non Major Only) (129)  29

3,483,625 6,840,814Long-Term Portion of Derivative Assets (175)  30

0 40,841Long-Term Portion of Derivative Assets – Hedges (176)  31

20,487,471 15,002,339TOTAL Other Property and Investments (Lines 18-21 and 23-31)  32

CURRENT AND ACCRUED ASSETS  33

0 0Cash and Working Funds (Non-major Only) (130)  34

742,782 1,481,978Cash (131)  35

1,045,959 1,920,501Special Deposits (132-134)  36

0 0Working Fund (135)  37

0 0Temporary Cash Investments (136)  38

0 0Notes Receivable (141)  39

15,011,626 12,676,053Customer Accounts Receivable (142)  40

75,379 150,660Other Accounts Receivable (143)  41

77,562 141,538(Less) Accum. Prov. for Uncollectible Acct.-Credit (144)  42

0 0Notes Receivable from Associated Companies (145)  43

8,914,645 9,241,088Accounts Receivable from Assoc. Companies (146)  44

88,640,523 67,280,320227Fuel Stock (151)  45

3,672,774 1,866,856227Fuel Stock Expenses Undistributed (152)  46

0 0227Residuals (Elec) and Extracted Products (153)  47

23,174,329 12,908,316227Plant Materials and Operating Supplies (154)  48

0 0227Merchandise (155)  49

0 0227Other Materials and Supplies (156)  50

0 0202-203/227Nuclear Materials Held for Sale (157)  51

20,766,022 14,514,196228-229Allowances (158.1 and 158.2)  52
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

X

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS)

Line
No.

Title of Account
(a)

Ref.
Page No.

(b)

Current Year
End of Quarter/Year

Balance
(c)

Prior Year
End Balance

12/31
(d)

Kentucky Power Company
04/11/2014 2013/Q4

(Continued)

0 2,361,232(Less) Noncurrent Portion of Allowances  53

0 0227Stores Expense Undistributed (163)  54

0 0Gas Stored Underground - Current (164.1)  55

0 0Liquefied Natural Gas Stored and Held for Processing (164.2-164.3)  56

1,406,808 1,569,795Prepayments (165)  57

0 0Advances for Gas (166-167)  58

1,026 1,285Interest and Dividends Receivable (171)  59

2,876,923 2,989,753Rents Receivable (172)  60

856,776 816,939Accrued Utility Revenues (173)  61

0 0Miscellaneous Current and Accrued Assets (174)  62

7,760,914 12,993,718Derivative Instrument Assets (175)  63

3,483,625 6,840,814(Less) Long-Term Portion of Derivative Instrument Assets (175)  64

79,097 62,756Derivative Instrument Assets - Hedges (176)  65

0 40,841(Less) Long-Term Portion of Derivative Instrument Assets - Hedges (176  66

171,464,396 131,089,789Total Current and Accrued Assets (Lines 34 through 66)  67

DEFERRED DEBITS  68

1,900,818 2,205,280Unamortized Debt Expenses (181)  69

0 0230aExtraordinary Property Losses (182.1)  70

0 0230bUnrecovered Plant and Regulatory Study Costs (182.2)  71

216,720,708 214,230,662232Other Regulatory Assets (182.3)  72

2,184,854 33,084,274Prelim. Survey and Investigation Charges (Electric) (183)  73

0 0Preliminary Natural Gas Survey and Investigation Charges 183.1)  74

0 0Other Preliminary Survey and Investigation Charges (183.2)  75

0 0Clearing Accounts (184)  76

0 0Temporary Facilities (185)  77

17,572,963 15,013,747233Miscellaneous Deferred Debits (186)  78

0 0Def. Losses from Disposition of Utility Plt. (187)  79

0 0352-353Research, Devel. and Demonstration Expend. (188)  80

636,519 670,167Unamortized Loss on Reaquired Debt (189)  81

56,347,536 28,379,702234Accumulated Deferred Income Taxes (190)  82

0 0Unrecovered Purchased Gas Costs (191)  83

295,363,398 293,583,832Total Deferred Debits (lines 69 through 83)  84

2,382,317,124 1,618,871,729TOTAL ASSETS (lines 14-16, 32, 67, and 84)  85

FERC FORM NO. 1 (REV. 12-03) Page 111

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 462 of 1829



Year/Period of ReportName of Respondent This Report is:
(1)          An Original
(2)          A Resubmission

x

Date of Report
(mo, da, yr)

end of

Line
No.

Title of Account
(a)

Ref.
Page No.

(b)

Current Year
End of Quarter/Year

Balance
(c)

Prior Year
End Balance

12/31
(d)

Kentucky Power Company
04/11/2014 2013/Q4

COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS)

PROPRIETARY CAPITAL   1

50,450,00050,450,000Common Stock Issued (201)   2 250-251

00Preferred Stock Issued (204)   3 250-251

00Capital Stock Subscribed (202, 205)   4

00Stock Liability for Conversion (203, 206)   5

00Premium on Capital Stock (207)   6

238,750,000614,648,268Other Paid-In Capital (208-211)   7 253

00Installments Received on Capital Stock (212)   8 252

00(Less) Discount on Capital Stock (213)   9 254

00(Less) Capital Stock Expense (214)  10 254b

190,818,915179,690,924Retained Earnings (215, 215.1, 216)  11 118-119

00Unappropriated Undistributed Subsidiary Earnings (216.1)  12 118-119

00(Less) Reaquired Capital Stock (217)  13 250-251

00 Noncorporate Proprietorship (Non-major only) (218)  14

-408,880-5,419,702Accumulated Other Comprehensive Income (219)  15 122(a)(b)

479,610,035839,369,490Total Proprietary Capital (lines 2 through 15)  16

LONG-TERM DEBT  17

00Bonds (221)  18 256-257

00(Less) Reaquired Bonds (222)  19 256-257

20,000,00020,000,000Advances from Associated Companies (223)  20 256-257

530,000,000730,000,000Other Long-Term Debt (224)  21 256-257

00Unamortized Premium on Long-Term Debt (225)  22

778,050611,325(Less) Unamortized Discount on Long-Term Debt-Debit (226)  23

549,221,950749,388,675Total Long-Term Debt (lines 18 through 23)  24

OTHER NONCURRENT LIABILITIES  25

1,674,3013,420,143Obligations Under Capital Leases - Noncurrent (227)  26

00Accumulated Provision for Property Insurance (228.1)  27

36,781129,398Accumulated Provision for Injuries and Damages (228.2)  28

30,094,7544,706,910Accumulated Provision for Pensions and Benefits (228.3)  29

0932,000Accumulated Miscellaneous Operating Provisions (228.4)  30

1,635,4300Accumulated Provision for Rate Refunds (229)  31

3,617,6512,104,998Long-Term Portion of Derivative Instrument Liabilities  32

82,7310Long-Term Portion of Derivative Instrument Liabilities - Hedges  33

3,902,25920,526,045Asset Retirement Obligations (230)  34

41,043,90731,819,494Total Other Noncurrent Liabilities (lines 26 through 34)  35

CURRENT AND ACCRUED LIABILITIES  36

00Notes Payable (231)  37

30,336,77721,618,569Accounts Payable (232)  38

13,358,8558,564,457Notes Payable to Associated Companies (233)  39

41,052,68039,258,714Accounts Payable to Associated Companies (234)  40

23,484,96525,211,285Customer Deposits (235)  41

6,548,71515,459,433Taxes Accrued (236)  42 262-263

7,166,6956,741,844Interest Accrued (237)  43

00Dividends Declared (238)  44

00Matured Long-Term Debt (239)  45
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Year/Period of ReportName of Respondent This Report is:
(1)          An Original
(2)          A Resubmission

x

Date of Report
(mo, da, yr)

end of

Line
No.

Title of Account
(a)

Ref.
Page No.

(b)

Current Year
End of Quarter/Year

Balance
(c)

Prior Year
End Balance

12/31
(d)

Kentucky Power Company
04/11/2014 2013/Q4

(continued)COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS)

00Matured Interest (240)  46

2,061,2272,193,334Tax Collections Payable (241)  47

15,736,58115,134,242Miscellaneous Current and Accrued Liabilities (242)  48

1,403,876989,539Obligations Under Capital Leases-Current (243)  49

6,749,1623,873,703Derivative Instrument Liabilities (244)  50

3,617,6512,104,998(Less) Long-Term Portion of Derivative Instrument Liabilities  51

271,28858,923Derivative Instrument Liabilities - Hedges (245)  52

82,7310(Less) Long-Term Portion of Derivative Instrument Liabilities-Hedges  53

144,470,439136,999,045Total Current and Accrued Liabilities (lines 37 through 53)  54

DEFERRED CREDITS  55

63,178112,133Customer Advances for Construction (252)  56

355,759125,747Accumulated Deferred Investment Tax Credits (255)  57 266-267

00Deferred Gains from Disposition of Utility Plant (256)  58

5,121,3293,959,205Other Deferred Credits (253)  59 269

13,831,9667,417,397Other Regulatory Liabilities (254)  60 278

00Unamortized Gain on Reaquired Debt (257)  61

26,644,63886,593,718Accum. Deferred Income Taxes-Accel. Amort.(281)  62 272-277

252,501,733364,219,669Accum. Deferred Income Taxes-Other Property (282)  63

106,006,795162,312,551Accum. Deferred Income Taxes-Other (283)  64

404,525,398624,740,420Total Deferred Credits (lines 56 through 64)  65

1,618,871,7292,382,317,124TOTAL LIABILITIES AND STOCKHOLDER EQUITY (lines 16, 24, 35, 54 and 65)  66
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

STATEMENT OF INCOME

Kentucky Power Company
X

04/11/2014
2013/Q4

Line

(c)(b)(a)
Title of Account

No.

Total
Current Year to

Date Balance for
Quarter/Year

(d)

(Ref.)
Page No.

Quarterly
1. Report in column (c) the current year to date balance. Column (c) equals the total of adding the data in column (g) plus the data in column (i) plus the
data in column (k). Report in column (d) similar data for the previous year. This information is reported in the annual filing only.
2. Enter in column (e) the balance for the reporting quarter and in column (f) the balance for the same three month period for the prior year.
3. Report in column (g) the quarter to date amounts for electric utility function; in column (i) the quarter to date amounts for gas utility, and in column (k)
the quarter to date amounts for other utility function for the current year quarter.
4. Report in column (h) the quarter to date amounts for electric utility function; in column (j) the quarter to date amounts for gas utility, and in column (l)
the quarter to date amounts for other utility function for the prior year quarter.
5. If additional columns are needed, place them in a footnote.

Annual or Quarterly if applicable
5. Do not report fourth quarter data in columns (e) and (f)
6. Report amounts for accounts 412 and 413, Revenues and Expenses from Utility Plant Leased to Others, in another utility columnin a similar manner to
a utility department.  Spread the amount(s) over lines 2 thru 26 as appropriate.  Include these amounts in columns (c) and (d) totals.
7. Report amounts in account 414, Other Utility Operating Income, in the same manner as accounts 412 and 413 above.

Current 3 Months
Ended

Quarterly Only
No 4th Quarter

(e)

Prior 3 Months
Ended

Quarterly Only
No 4th Quarter

(f)

Total
Prior Year to

Date Balance for
Quarter/Year

UTILITY OPERATING INCOME   1

    666,591,378     631,455,274300-301Operating Revenues (400)   2

Operating Expenses   3

    454,800,026     408,136,355320-323Operation Expenses (401)   4

     48,603,114      46,464,797320-323Maintenance Expenses (402)   5

     53,720,815      51,083,564336-337Depreciation Expense (403)   6

336-337Depreciation Expense for Asset Retirement Costs (403.1)   7

      3,684,790       3,382,893336-337Amort. & Depl. of Utility Plant (404-405)   8

         38,616          38,616336-337Amort. of Utility Plant Acq. Adj. (406)   9

Amort. Property Losses, Unrecov Plant and Regulatory Study Costs (407)  10

Amort. of Conversion Expenses (407)  11

        289,297         289,087Regulatory Debits (407.3)  12

(Less) Regulatory Credits (407.4)  13

     12,940,333      12,159,972262-263Taxes Other Than Income Taxes (408.1)  14

      2,940,817      11,025,629262-263Income Taxes - Federal (409.1)  15

      2,297,830       2,315,915262-263             - Other (409.1)  16

     60,544,574      61,561,067234, 272-277Provision for Deferred Income Taxes (410.1)  17

     43,410,193      51,377,005234, 272-277(Less) Provision for Deferred Income Taxes-Cr. (411.1)  18

       -230,012        -278,005266Investment Tax Credit Adj. - Net (411.4)  19

          3,536           3,110(Less) Gains from Disp. of Utility Plant (411.6)  20

Losses from Disp. of Utility Plant (411.7)  21

        140,730          15,363(Less) Gains from Disposition of Allowances (411.8)  22

Losses from Disposition of Allowances (411.9)  23

Accretion Expense (411.10)  24

    596,075,741     544,784,412TOTAL Utility Operating Expenses (Enter Total of lines 4 thru 24)  25

     70,515,637      86,670,862Net Util Oper Inc (Enter Tot line 2 less 25) Carry to Pg117,line 27  26

FERC FORM NO. 1/3-Q (REV. 02-04) Page 114

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 465 of 1829



Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

STATEMENT OF INCOME FOR THE YEAR  (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line Previous Year to Date
(in dollars)

(k)(j)(g)

ELECTRIC UTILITY

No.
Current Year to Date

(in dollars)

OTHER UTILITY

(l)

GAS UTILITY
Previous Year to Date

(in dollars)
Current Year to Date

(in dollars)
Previous Year to Date

(in dollars)
Current Year to Date

(in dollars)
(h) (i)

9. Use page 122 for important notes regarding the statement of income for any account thereof.
10. Give concise explanations concerning unsettled rate proceedings where a contingency exists such that refunds of a material amount may need to be
made to the utility's customers or which may result in material refund to the utility with respect to power or gas purchases.  State for each year effected
the gross revenues or costs to which the contingency relates and the tax effects together with an explanation of the major factors which affect the rights
of the utility to retain such revenues or recover amounts paid with respect to power or gas purchases.
11 Give concise explanations concerning significant amounts of any refunds made or received during the year resulting from settlement of any rate
proceeding affecting revenues received or costs incurred for power or gas purches, and a summary of the adjustments made to balance sheet, income,
and expense accounts.
12. If any notes appearing in the report to stokholders are applicable to the Statement of Income, such notes may be included at page 122.
13. Enter on page 122 a concise explanation of only those changes in accounting methods made during the year which had an effect on net income,
including the basis of allocations and apportionments from those used in the preceding year. Also, give the appropriate dollar effect of such changes.
14. Explain in a footnote if the previous year's/quarter's figures are different from that reported in prior reports.
15. If the columns are insufficient for reporting additional utility departments, supply the appropriate account titles report the information in a footnote to
this schedule.

   1

    666,591,378     631,455,274    2

   3

    454,800,026     408,136,355    4

     48,603,114      46,464,797    5

     53,720,815      51,083,564    6

   7

      3,684,790       3,382,893    8

         38,616          38,616    9

  10

  11

        289,297         289,087   12

  13

     12,940,333      12,159,972   14

      2,940,817      11,025,629   15

      2,297,830       2,315,915   16

     60,544,574      61,561,067   17

     43,410,193      51,377,005   18

       -230,012        -278,005   19

          3,536           3,110   20

  21

        140,730          15,363   22

  23

  24

    596,075,741     544,784,412   25

     70,515,637      86,670,862   26
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

STATEMENT OF INCOME FOR THE YEAR (continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line

 Previous Year
(c)(b)(a)

Title of Account

No.

Current Year

TOTAL

(d)

(Ref.)
Page No.

Current 3 Months
Ended

Quarterly Only
No 4th Quarter

(e)

Prior 3 Months
Ended

Quarterly Only
No 4th Quarter

(f)

     70,515,637      86,670,862Net Utility Operating Income (Carried forward from page 114)  27

Other Income and Deductions  28

Other Income  29

Nonutilty Operating Income  30

Revenues From Merchandising, Jobbing and Contract Work (415)  31

(Less) Costs and Exp. of Merchandising, Job. & Contract Work (416)  32

Revenues From Nonutility Operations (417)  33

(Less) Expenses of Nonutility Operations (417.1)  34

         27,938          48,800Nonoperating Rental Income (418)  35

119Equity in Earnings of Subsidiary Companies (418.1)  36

        153,935         257,457Interest and Dividend Income (419)  37

      1,366,601       1,574,384Allowance for Other Funds Used During Construction (419.1)  38

        132,961         565,147Miscellaneous Nonoperating Income (421)  39

      1,768,048Gain on Disposition of Property (421.1)  40

      3,449,483       2,445,788TOTAL Other Income (Enter Total of lines 31 thru 40)  41

Other Income Deductions  42

          7,425Loss on Disposition of Property (421.2)  43

Miscellaneous Amortization (425)  44

        372,321         322,570  Donations (426.1)  45

  Life Insurance (426.2)  46

          3,876              18  Penalties (426.3)  47

        247,726         304,052  Exp. for Certain Civic, Political & Related Activities (426.4)  48

     36,108,742       2,523,348  Other Deductions (426.5)  49

     36,740,090       3,149,988TOTAL Other Income Deductions (Total of lines 43 thru 49)  50

Taxes Applic. to Other Income and Deductions  51

         58,651          56,600262-263Taxes Other Than Income Taxes (408.2)  52

        480,595        -757,316262-263Income Taxes-Federal (409.2)  53

        203,260          15,788262-263Income Taxes-Other (409.2)  54

         36,098           8,797234, 272-277Provision for Deferred Inc. Taxes (410.2)  55

     12,724,980         113,320234, 272-277(Less) Provision for Deferred Income Taxes-Cr. (411.2)  56

Investment Tax Credit Adj.-Net (411.5)  57

(Less) Investment Tax Credits (420)  58

    -11,946,376        -789,451TOTAL Taxes on Other Income and Deductions (Total of lines 52-58)  59

    -21,344,231          85,251Net Other Income and Deductions (Total of lines 41, 50, 59)  60

Interest Charges  61

     33,998,706      33,998,706Interest on Long-Term Debt (427)  62

        471,186         471,186Amort. of Debt Disc. and Expense (428)  63

         33,649          33,649Amortization of Loss on Reaquired Debt (428.1)  64

(Less) Amort. of Premium on Debt-Credit (429)  65

(Less) Amortization of Gain on Reaquired Debt-Credit (429.1)  66

      1,062,442       1,051,134Interest on Debt to Assoc. Companies (430)  67

        684,144       1,347,524Other Interest Expense (431)  68

        950,730       1,124,539(Less) Allowance for Borrowed Funds Used During Construction-Cr. (432)  69

     35,299,397      35,777,660Net Interest Charges (Total of lines 62 thru 69)  70

     13,872,009      50,978,453Income Before Extraordinary Items (Total of lines 27, 60 and 70)  71

Extraordinary Items  72

Extraordinary Income (434)  73

(Less) Extraordinary Deductions (435)  74

Net Extraordinary Items (Total of line 73 less line 74)  75

262-263Income Taxes-Federal and Other (409.3)  76

Extraordinary Items After Taxes (line 75 less line 76)  77

     13,872,009      50,978,453Net Income (Total of line 71 and 77)  78
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Name of Respondent This Report Is:
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Date of Report
(Mo, Da, Yr)
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End of

STATEMENT OF RETAINED EARNINGS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line

Current
Quarter/Year
Year to Date

Balance

(c)(b)(a)

Item
Contra Primary

No.

Account Affected

1. Do not report Lines 49-53 on the quarterly version.
2.  Report all changes in appropriated retained earnings, unappropriated retained earnings, year to date, and unappropriated
undistributed subsidiary earnings for the year.
3.  Each credit and debit during the year should be identified as to the retained earnings account in which recorded (Accounts 433, 436
- 439 inclusive).  Show the contra primary account affected in column (b)
4.  State the purpose and amount of each reservation or appropriation of retained earnings.
5.  List first account 439, Adjustments to Retained Earnings, reflecting adjustments to the opening balance of retained earnings.  Follow
by credit, then debit items in that order.
6.  Show dividends for each class and series of capital stock.
7.  Show separately the State and Federal income tax effect of items shown in account 439, Adjustments to Retained Earnings.
8.  Explain in a footnote the basis for determining the amount reserved or appropriated.  If such reservation or appropriation is to be
recurrent, state the number and annual amounts to be reserved or appropriated as well as the totals eventually to be accumulated.
9.  If any notes appearing in the report to stockholders are applicable to this statement, include them on pages 122-123.

Previous
Quarter/Year
Year to Date

Balance

(d)

UNAPPROPRIATED RETAINED EARNINGS (Account 216)
     171,840,462    190,818,915   1 Balance-Beginning of Period

   2 Changes

   3 Adjustments to Retained Earnings (Account 439)

   4

   5

   6

   7

   8

   9 TOTAL Credits to Retained Earnings (Acct. 439)

  10

  11

  12

  13

  14

  15 TOTAL Debits to Retained Earnings (Acct. 439)
      50,978,453     13,872,009  16 Balance Transferred from Income (Account 433 less Account 418.1)

  17 Appropriations of Retained Earnings (Acct. 436)

  18

  19

  20

  21

  22 TOTAL Appropriations of Retained Earnings (Acct. 436)

  23 Dividends Declared-Preferred Stock (Account 437)

  24

  25

  26

  27

  28

  29 TOTAL Dividends Declared-Preferred Stock (Acct. 437)

  30 Dividends Declared-Common Stock (Account 438)
(     32,000,000)    -25,000,000  31 Common Stock

  32

  33

  34

  35
(     32,000,000)    -25,000,000  36 TOTAL Dividends Declared-Common Stock (Acct. 438)

  37 Transfers from Acct 216.1, Unapprop. Undistrib. Subsidiary Earnings
     190,818,915    179,690,924  38 Balance - End of Period (Total 1,9,15,16,22,29,36,37)

APPROPRIATED RETAINED EARNINGS (Account 215)

  39

  40
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Name of Respondent This Report Is:
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Date of Report
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End of

STATEMENT OF RETAINED EARNINGS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line

Current
Quarter/Year
Year to Date

Balance

(c)(b)(a)

Item
Contra Primary

No.

Account Affected

1. Do not report Lines 49-53 on the quarterly version.
2.  Report all changes in appropriated retained earnings, unappropriated retained earnings, year to date, and unappropriated
undistributed subsidiary earnings for the year.
3.  Each credit and debit during the year should be identified as to the retained earnings account in which recorded (Accounts 433, 436
- 439 inclusive).  Show the contra primary account affected in column (b)
4.  State the purpose and amount of each reservation or appropriation of retained earnings.
5.  List first account 439, Adjustments to Retained Earnings, reflecting adjustments to the opening balance of retained earnings.  Follow
by credit, then debit items in that order.
6.  Show dividends for each class and series of capital stock.
7.  Show separately the State and Federal income tax effect of items shown in account 439, Adjustments to Retained Earnings.
8.  Explain in a footnote the basis for determining the amount reserved or appropriated.  If such reservation or appropriation is to be
recurrent, state the number and annual amounts to be reserved or appropriated as well as the totals eventually to be accumulated.
9.  If any notes appearing in the report to stockholders are applicable to this statement, include them on pages 122-123.

Previous
Quarter/Year
Year to Date

Balance

(d)

  41

  42

  43

  44

  45 TOTAL Appropriated Retained Earnings (Account 215)

APPROP. RETAINED EARNINGS - AMORT. Reserve, Federal (Account 215.1)

  46 TOTAL Approp. Retained Earnings-Amort. Reserve, Federal (Acct. 215.1)

  47 TOTAL Approp. Retained Earnings (Acct. 215, 215.1) (Total 45,46)
     190,818,915    179,690,924  48 TOTAL Retained Earnings (Acct. 215, 215.1, 216) (Total 38, 47) (216.1)

UNAPPROPRIATED UNDISTRIBUTED SUBSIDIARY EARNINGS (Account

Report only on an Annual Basis, no Quarterly

  49 Balance-Beginning of Year (Debit or Credit)

  50 Equity in Earnings for Year (Credit) (Account 418.1)

  51 (Less) Dividends Received (Debit)

  52

  53 Balance-End of Year (Total lines 49 thru 52)
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(1) Codes to be used:(a) Net Proceeds or Payments;(b)Bonds, debentures and other long-term debt; (c) Include commercial paper; and (d) Identify separately such items as
investments, fixed assets, intangibles, etc.
(2) Information about noncash investing and financing activities must be provided in the Notes to the Financial statements. Also provide a reconciliation between "Cash and Cash
Equivalents at End of Period" with related amounts on the Balance Sheet.
(3) Operating Activities - Other: Include gains and losses pertaining to operating activities only. Gains and losses pertaining to investing and financing activities should be reported
in those activities. Show in the Notes to the Financials the amounts of interest paid (net of amount capitalized) and income taxes paid.
(4) Investing Activities: Include at Other (line 31) net cash outflow to acquire other companies.  Provide a reconciliation of assets acquired with liabilities assumed in the Notes to
the Financial  Statements. Do not include on this statement the dollar amount of leases capitalized per the USofA General Instruction 20; instead provide a reconciliation of the
dollar amount of leases capitalized with the plant cost.

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

STATEMENT OF CASH FLOWS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line Description (See Instruction No. 1 for Explanation of Codes) Current Year to Date
Quarter/Year

(b)(a)
No.

Previous Year to Date
Quarter/Year

(c)
   1 Net Cash Flow from Operating Activities:

     50,978,453     13,872,009   2 Net Income (Line 78(c) on page 117)

   3 Noncash Charges (Credits) to Income:

     54,505,073     57,444,221   4 Depreciation and Depletion

        289,087        289,297   5 Amortization of Regulatory Debits and Credits (Net)

     32,847,318   6 Impairment of Long-Lived Assets

      2,509,976      2,357,344   7 Mark-to-Market of Risk Management Contracts

     10,079,539      4,445,499   8 Deferred Income Taxes (Net)

       -278,005       -230,012   9 Investment Tax Credit Adjustment (Net)

        225,347     -1,884,737  10 Net (Increase) Decrease in Receivables

    -45,924,947     11,120,998  11 Net (Increase) Decrease in Inventory

      3,038,810     -3,093,155  12 Net (Increase) Decrease in Allowances Inventory

    -14,366,705     -3,900,570  13 Net Increase (Decrease) in Payables and Accrued Expenses

     -8,849,896      5,602,014  14 Net (Increase) Decrease in Other Regulatory Assets

        933,562     -1,167,593  15 Net Increase (Decrease) in Other Regulatory Liabilities

      1,574,384      1,366,601  16 (Less) Allowance for Other Funds Used During Construction

  17 (Less) Undistributed Earnings from Subsidiary Companies

     -2,657,705     -4,462,636  18 Other (provide details in footnote):

      1,410,888      1,726,321  19 Customer Deposits

      4,790,377     -5,077,685  20 Over/Under Recovered Fuel (Net)

     -4,902,000  21 Pension Contributions

     50,207,470    108,522,032  22 Net Cash Provided by (Used in) Operating Activities (Total 2 thru 21)

  23

  24 Cash Flows from Investment Activities:

  25 Construction and Acquisition of Plant (including land):

   -103,229,573    -85,304,750  26 Gross Additions to Utility Plant (less nuclear fuel)

  27 Gross Additions to Nuclear Fuel

  28 Gross Additions to Common Utility Plant

  29 Gross Additions to Nonutility Plant

     -1,574,384     -1,366,601  30 (Less) Allowance for Other Funds Used During Construction

  31 Other (provide details in footnote):

  32

       -418,682       -562,650  33 Acquired Assets

   -102,073,871    -84,500,799  34 Cash Outflows for Plant (Total of lines 26 thru 33)

  35

  36 Acquisition of Other Noncurrent Assets (d)

        656,838      4,780,930  37 Proceeds from Disposal of Noncurrent Assets (d)

  38

  39 Investments in and Advances to Assoc. and Subsidiary Companies

  40 Contributions and Advances from Assoc. and Subsidiary Companies

  41 Disposition of Investments in (and Advances to)

  42 Associated and Subsidiary Companies

  43

  44 Purchase of Investment Securities (a)

  45 Proceeds from Sales of Investment Securities (a)
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(1) Codes to be used:(a) Net Proceeds or Payments;(b)Bonds, debentures and other long-term debt; (c) Include commercial paper; and (d) Identify separately such items as
investments, fixed assets, intangibles, etc.
(2) Information about noncash investing and financing activities must be provided in the Notes to the Financial statements. Also provide a reconciliation between "Cash and Cash
Equivalents at End of Period" with related amounts on the Balance Sheet.
(3) Operating Activities - Other: Include gains and losses pertaining to operating activities only. Gains and losses pertaining to investing and financing activities should be reported
in those activities. Show in the Notes to the Financials the amounts of interest paid (net of amount capitalized) and income taxes paid.
(4) Investing Activities: Include at Other (line 31) net cash outflow to acquire other companies.  Provide a reconciliation of assets acquired with liabilities assumed in the Notes to
the Financial  Statements. Do not include on this statement the dollar amount of leases capitalized per the USofA General Instruction 20; instead provide a reconciliation of the
dollar amount of leases capitalized with the plant cost.

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

STATEMENT OF CASH FLOWS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line Description (See Instruction No. 1 for Explanation of Codes) Current Year to Date
Quarter/Year

(b)(a)
No.

Previous Year to Date
Quarter/Year

(c)
  46 Loans Made or Purchased

  47 Collections on Loans

  48

  49 Net (Increase) Decrease in Receivables

  50 Net (Increase ) Decrease in Inventory

              4  51 Net (Increase) Decrease in Allowances Held for Speculation

  52 Net Increase (Decrease) in Payables and Accrued Expenses

  53 Other (provide details in footnote):

  54

     70,331,843  55 Notes Receivable from Associated Companies

  56 Net Cash Provided by (Used in) Investing Activities

    -31,085,186    -79,719,869  57 Total of lines 34 thru 55)

  58

  59 Cash Flows from Financing Activities:

  60 Proceeds from Issuance of:

  61 Long-Term Debt (b)

  62 Preferred Stock

  63 Common Stock

  64 Other (provide details in footnote):

  65

  66 Net Increase in Short-Term Debt (c)

        222,629        253,039  67 Proceeds on Capital Leaseback

     13,358,855     -4,794,398  68 Notes Payable to Associated Companies

  69

     13,581,484     -4,541,359  70 Cash Provided by Outside Sources (Total 61 thru 69)

  71

  72 Payments for Retirement of:

  73 Long-term Debt (b)

  74 Preferred Stock

  75 Common Stock

  76 Other (provide details in footnote):

  77

  78 Net Decrease in Short-Term Debt (c)

  79

  80 Dividends on Preferred Stock

    -32,000,000    -25,000,000  81 Dividends on Common Stock

  82 Net Cash Provided by (Used in) Financing Activities

    -18,418,516    -29,541,359  83 (Total of lines 70 thru 81)

  84

  85 Net Increase (Decrease) in Cash and Cash Equivalents

        703,768       -739,196  86 (Total of lines 22,57 and 83)

  87

        778,210      1,481,978  88 Cash and Cash Equivalents at Beginning of Period

  89

      1,481,978        742,782  90 Cash and Cash Equivalents at End of period
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Schedule Page: 120     Line No.: 18     Column: b
2013 2012

 Cash Flow  Cash Flow 
 Incr / (Decr)  Incr / (Decr) 

Utility Plant, Net  $          (10,832,239)  $            (9,570,580)
Property and Investments, Net                 2,835,671                     16,846
Margin Deposits                    874,542                 1,488,868
Prepayments                 4,220,903                 3,134,974
Accrued Utility Revenues, Net                    (39,836)                 2,562,479
Unamortized Debt Expense                    304,461                    304,461
Other Deferred Debits, Net                 2,017,242                    935,732
Other Comprehensive Income, Net                    (18,755)                      (4,711)
Unamortized Discount/Premium on Long-Term Debt                    166,725                    166,725
Accumulated Provisions - Misc                (1,595,235)                 1,248,722
Current and Accrued Liabilities, Net                (1,242,613)                (1,136,325)
Other Deferred Credits, Net                (1,153,502)                (1,804,896)

Total  $            (4,462,636)  $            (2,657,705)

Schedule Page: 120     Line No.: 37     Column: b
2013 2012

 Cash Flow  Cash Flow 
 Incr / (Decr)  Incr / (Decr) 

Sales of transformers to various associated companies  $                103,460  $                211,014
Sales of meters to various associated companies                     62,090                    149,005
Sale of Electrohydraulic Control System to associated company                            -                    296,819
Sale of 1,155 acres of land to Nelson Brothers LLC                 4,615,380                            -

Total  $             4,780,930  $                656,838

Schedule Page: 120     Line No.: 90     Column: b
KPCo had a noncash contribution of Mitchell Plant from Parent of $375,898,268.  

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report Year/Period of Report
End of

NOTES TO FINANCIAL STATEMENTS

Kentucky Power Company X
04/11/2014 2013/Q4

PAGE 122 INTENTIONALLY LEFT BLANK
SEE PAGE 123 FOR REQUIRED INFORMATION.

1.  Use the space below for important notes regarding the Balance Sheet, Statement of Income for the year, Statement of Retained
Earnings for the year, and Statement of Cash Flows, or any account thereof.  Classify the notes according to each basic statement,
providing a subheading for each statement except where a note is applicable to more than one statement.
2.  Furnish particulars (details) as to any significant contingent assets or liabilities existing at end of year, including a brief explanation of
any action initiated by the Internal Revenue Service involving possible assessment of additional income taxes of material amount, or of
a claim for refund of income taxes of a material amount initiated by the utility.  Give also a brief explanation of any dividends in arrears
on cumulative preferred stock.
3.  For Account 116, Utility Plant Adjustments, explain the origin of such amount, debits and credits during the year, and plan of
disposition contemplated, giving references to Cormmission orders or other authorizations respecting classification of amounts as plant
adjustments and requirements as to disposition thereof.
4.  Where Accounts 189, Unamortized Loss on Reacquired Debt, and 257, Unamortized Gain on Reacquired Debt, are not used, give
an explanation, providing the rate treatment given these items.  See General Instruction 17 of the Uniform System of Accounts.
5.  Give a concise explanation of any retained earnings restrictions and state the amount of retained earnings affected by such
restrictions.
6.  If the notes to financial statements relating to the respondent company appearing in the annual report to the stockholders are
applicable and furnish the data required by instructions above and on pages 114-121, such notes may be included herein.
7.  For the 3Q disclosures, respondent must provide in the notes sufficient disclosures so as to make the interim information not
misleading. Disclosures which would substantially duplicate the disclosures contained in the most recent FERC Annual Report may be
omitted.
8.  For the 3Q disclosures, the disclosures shall be provided where events subsequent to the end of the most recent year have occurred
which have a material effect on the respondent. Respondent must include in the notes significant changes since the most recently
completed year in such items as: accounting principles and practices; estimates inherent in the preparation of the financial statements;
status of long-term contracts; capitalization including significant new borrowings or modifications of existing financing agreements; and
changes resulting from business combinations or dispositions. However were material contingencies exist, the disclosure of such
matters shall be provided even though a significant change since year end may not have occurred.
9.  Finally, if the notes to the financial statements relating to the respondent appearing in the annual report to the stockholders are
applicable and furnish the data required by the above instructions, such notes may be included herein.
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GLOSSARY OF TERMS FOR NOTES

When the following terms and abbreviations appear in the text of this report, they have the meanings indicated
below.

Term Meaning

AEGCo AEP Generating Company, an AEP electric utility subsidiary.
AEP or Parent American Electric Power Company, Inc., an electric utility holding company.
AEP Credit AEP Credit, Inc., a subsidiary of AEP which securitizes accounts receivable and

accrued utility revenues for affiliated electric utility companies.
AEP East Companies APCo, I&M, KPCo and OPCo.
AEP System American Electric Power System, an integrated electric utility system, owned and

operated by AEP’s electric utility subsidiaries.
AEP West Companies PSO, SWEPCo, TCC and TNC.
AEPES AEP Energy Services, Inc., a subsidiary of AEP Resources, Inc.
AEPSC American Electric Power Service Corporation, an AEP service subsidiary

providing management and professional services to AEP and its
subsidiaries.

AFUDC Allowance for Funds Used During Construction.
AGR AEP Generation Resources Inc., a nonregulated AEP subsidiary that acquired the

generation assets and liabilities of OPCo.
AOCI Accumulated Other Comprehensive Income.
APCo Appalachian Power Company, an AEP electric utility subsidiary.
CAA Clean Air Act.
CO2 Carbon dioxide and other greenhouse gases.

CWIP Construction Work in Progress.
EIS Energy Insurance Services, Inc., a nonaffiliated captive insurance company.
FAC Fuel Adjustment Clause.
Federal EPA United States Environmental Protection Agency.
FERC Federal Energy Regulatory Commission.
FGD Flue Gas Desulfurization or scrubbers.
FTR Financial Transmission Right, a financial instrument that entitles the holder to

receive compensation for certain congestion-related transmission charges
that arise when the power grid is congested resulting in differences in
locational prices.

I&M Indiana Michigan Power Company, an AEP electric utility subsidiary.
Interconnection Agreement An agreement by and among APCo, I&M, KPCo and OPCo which defined the

sharing of costs and benefits associated with their respective generating
plants.  This agreement was terminated January 1, 2014.

IRS Internal Revenue Service.
KGPCo Kingsport Power Company, an AEP electric utility subsidiary.
KPCo Kentucky Power Company, an AEP electric utility subsidiary.
KPSC Kentucky Public Service Commission.
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GLOSSARY OF TERMS FOR NOTES (Continued)

When the following terms and abbreviations appear in the text of this report, they have the meanings indicated
below.

Term Meaning

MISO Midwest Independent Transmission System Operator.
MLR Member load ratio, the method used to allocate transactions among members of

the Interconnection Agreement.
MMBtu Million British Thermal Units.
MTM Mark-to-Market.
MW Megawatt.
MWh Megawatthour.
NOx Nitrogen oxide.

OATT Open Access Transmission Tariff.
OPCo Ohio Power Company, an AEP electric utility subsidiary.
OPEB Other Postretirement Benefit Plans.
Operating Agreement Agreement, dated January 1, 1997, as amended, by and among PSO and SWEPCo

governing generating capacity allocation, energy pricing, and revenues
and costs of third party sales.  AEPSC acts as the agent.

OTC Over the counter.
PCA Power Coordination Agreement.
PJM Pennsylvania – New Jersey – Maryland regional transmission organization.
PSO Public Service Company of Oklahoma, an AEP electric utility subsidiary.
PUCO Public Utility Commission of Ohio.
Risk Management Contracts Trading and nontrading derivatives, including those derivatives designated as cash

flow and fair value hedges.
Rockport Plant A generating plant, consisting of two 1,310 MW coal-fired generating units near

Rockport, Indiana.  AEGCo and I&M jointly-own Unit 1.  In 1989,
AEGCo and I&M entered into a sale-and-leaseback transaction with
Wilmington Trust Company, an unrelated, unconsolidated trustee for
Rockport Plant, Unit 2.

RTO Regional Transmission Organization, responsible for moving electricity over large
interstate areas.

SIA System Integration Agreement, effective June 15, 2000, provides contractual basis
for coordinated planning, operation and maintenance of the power supply
sources of the combined AEP.

SO2 Sulfur dioxide.

SPP Southwest Power Pool regional transmission organization.
SWEPCo Southwestern Electric Power Company, an AEP electric utility subsidiary.
TCC AEP Texas Central Company, an AEP electric utility subsidiary.
TNC AEP Texas North Company, an AEP electric utility subsidiary. 
Utility Money Pool Centralized funding mechanism AEP uses to meet the short-term cash

requirements of certain utility subsidiaries.
Virginia SCC Virginia State Corporation Commission.
WPCo Wheeling Power Company, an AEP electric utility subsidiary.
WVPSC Public Service Commission of West Virginia.
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1.  ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

ORGANIZATION

As a public utility, KPCo engages in the generation and purchase of electric power, and the subsequent sale, transmission
and distribution of that power to 172,000 retail customers in its service territory in eastern Kentucky.  KPCo also sells
power at wholesale to municipalities.

In accordance with management’s December 2010 announcement and an October 2012 filing with the FERC, the
Interconnection Agreement was terminated effective January 1, 2014.  The AEP System Interim Allowance Agreement
which provided for, among other things, the transfer of SO2 emission allowances associated with transactions under the

Interconnection Agreement was also terminated.

Effective January 1, 2014, the FERC approved a Power Coordination Agreement (PCA) among APCo, I&M and KPCo
with AEPSC as the agent to coordinate the participants’ respective power supply resources.  Under the PCA, APCo, I&M
and KPCo will be individually responsible for planning their respective capacity obligations and there will be no capacity
equalization charges/credits on deficit/surplus companies.  Further, the PCA allows, but does not obligate, APCo, I&M
and KPCo to participate collectively under a common fixed resource requirement capacity plan in PJM and to participate
in specified collective off-system sales and purchase activities.

Also effective January 1, 2014, the FERC approved the creation of a Bridge Agreement among AGR, APCo, I&M, KPCo
and OPCo with AEPSC as agent.  The Bridge Agreement is an interim arrangement to: (a) address the treatment of
purchases and sales made by AEPSC on behalf of member companies that extend beyond termination of the
Interconnection Agreement and (b) address how member companies will fulfill their existing obligations under the PJM
Reliability Assurance Agreement through the 2014/2015 PJM planning year.  Under the Bridge Agreement, AGR is
committed to meet capacity obligations of member companies.

Effective January 1, 2014, AEPSC conducts power, coal, natural gas, interest rate and, to a lesser extent, heating oil,
gasoline and other risk management activities on behalf of APCo, I&M and KPCo.  Power and natural gas risk
management activities are allocated based on the three member companies’ respective equity positions and the SIA. 
KPCo shared in coal risk management activities based on its proportion of fossil fuels burned by the AEP System.  Risk
management activities primarily involve the purchase and sale of electricity under physical forward contracts at fixed and
variable prices and, to a lesser extent, natural gas and coal.  The power, natural gas and coal contracts include physical
transactions, OTC options and financially-settled swaps and exchange-traded futures and options.  AEPSC settles the
majority of the physical forward contracts by entering into offsetting contracts.  For contracts entered and settled prior to
January 1, 2014, power and natural gas risk management activities were allocated based on the Interconnection
Agreement and the SIA.  For contracts entered prior to January 1, 2014 and settled after January 1, 2014, power and
natural gas risk management activities are allocated based on frozen MLR ratios as of December 31, 2013.  KPCo shared
in the revenues and expenses associated with these risk management activities with the other AEP East Companies, PSO
and SWEPCo.

Under a unit power agreement with AEGCo, an affiliated company that was not a member of the Interconnection
Agreement, KPCo purchases 30% of AEGCo’s 50% share of the total output of the 2,600 MW Rockport Plant capacity. 
Therefore, KPCo purchases 390 MWs of Rockport Plant capacity.  The unit power agreement expires in December 2022. 
KPCo pays a demand charge for the right to receive the power, which is payable even if the power is not taken.
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Under the SIA, AEPSC allocates physical and financial revenues and expenses from transactions with neighboring
utilities, power marketers and other power and natural gas risk management activities based upon the location of such
activity, with margins resulting from trading and marketing activities originating in PJM and MISO generally accruing to
the benefit of the AEP East Companies and trading and marketing activities originating in SPP generally accruing to the
benefit of PSO and SWEPCo.  Margins resulting from other transactions are allocated among the AEP East Companies,
PSO and SWEPCo in proportion to the marketing realization directly assigned to each zone for the current month plus the
preceding eleven months.

Prior to January 1, 2014, the Interconnection Agreement permitted the AEP East Companies to pool their generation
assets on a cost basis.  It established an allocation method for generating capacity among its members based on relative
peak demands and generating reserves through the payment of capacity charges and the receipt of capacity revenues. 
Members of the Interconnection Agreement were compensated for their costs of energy delivered and charged for energy
received.  The capacity reserve relationship of the Interconnection Agreement members changed as generating assets
were added, retired or sold and relative peak demand changed.  The Interconnection Agreement calculated each
member’s prior twelve-month peak demand relative to the sum of the peak demands of all members as a basis for sharing
revenues and costs.  The result of this calculation was the MLR, which determined each member’s percentage share of
revenues and costs.

To minimize the credit requirements and operating constraints when operating within PJM, the AEP East Companies, as
well as KGPCo and WPCo, agreed to a netting of all payment obligations incurred by any of the AEP East Companies
against all balances due to the AEP East Companies and to hold PJM harmless from actions that any one or more AEP
East Companies may take with respect to PJM.

Corporate Separation 

On December 31, 2013, based on FERC and PUCO orders which approved the corporate separation of OPCo’s
generation assets and generation liabilities, OPCo transferred its generation assets and related generation liabilities at net
book value to AGR.  Also on December 31, 2013, AGR subsequently transferred at net book value a one-half interest
(780 MW) in the Mitchell Plant to KPCo.  The transfer of these generation assets and associated liabilities was approved
by the FERC and the KPSC.

None of OPCo’s regulatory assets and regulatory liabilities were transferred to KPCo.

Substantially all of the current income tax receivables and payables related to OPCo’s generation activities prior to
December 31, 2013 remained on OPCo’s balance sheet.  These current income tax receivables and payables are the
responsibility of OPCo.  Deferred tax assets and liabilities related to KPCo’s acquired share of the Mitchell Plant were
transferred to KPCo based upon the Mitchell Plant’s related asset and liability values.  Following these transfers, KPCo
adjusted its deferred tax balances and related regulatory assets to reflect its deferred state tax rates.

On December 31, 2013, KPCo was assigned $200 million of Other Long-Term Debt from AGR related to a term credit
facility.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Rates and Service Regulation

KPCo’s rates are regulated by the FERC and the KPSC.  The FERC also regulates KPCo’s affiliated transactions,
including AEPSC intercompany service billings which are generally at cost, under the 2005 Public Utility Holding
Company Act and the Federal Power Act.  The FERC also has jurisdiction over the issuances and acquisitions of
securities of the public utility subsidiaries, the acquisition or sale of certain utility assets and mergers with another
electric utility or holding company.  For non-power goods and services, the FERC requires a nonregulated affiliate to bill
an affiliated public utility company at no more than market while a public utility must bill the higher of cost or market to
a nonregulated affiliate.  The KPSC also regulates certain intercompany transactions under its affiliate statutes.  Both the
FERC and state regulatory commissions are permitted to review and audit the relevant books and records of companies
within a public utility holding company system.

The FERC regulates wholesale power markets, wholesale power transactions and wholesale transmission operations and
rates.  KPCo’s wholesale power transactions are generally market-based.  Wholesale power transactions are cost-based
regulated when KPCo negotiates and files a cost-based contract with the FERC or the FERC determines that KPCo has
“market power” in the region where the transaction occurs.  KPCo has entered into wholesale power supply contracts
with various municipalities that are FERC-regulated, cost-based contracts.  These contracts are generally formula rate
mechanisms, which are trued up to actual costs annually.

The KPSC regulates all of the distribution operations and rates and retail transmission rates on a cost basis.  The KPSC
also regulates the retail generation/power supply operations and rates.

In addition, the FERC regulates the SIA, the System Transmission Integration Agreement and the Transmission
Agreement, all of which are still active and allocate shared system costs and revenues to the utility subsidiaries that are
parties to each agreement.  In accordance with management’s December 2010 announcement and October 2012 filing
with the FERC, the Interconnection Agreement was terminated effective January 1, 2014.  The AEP System Interim
Allowance Agreement which provided for, among other things, the transfer of SO2 emission allowances associated with

transactions under the Interconnection Agreement was also terminated.  In December 2013, the FERC issued orders
approving the creation of a Power Coordination Agreement (PCA), effective January 1, 2014.  Also effective January 1,
2014, the FERC approved the creation of a Bridge Agreement among AGR, APCo, I&M, KPCo and OPCo with AEPSC
as the agent.  
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Basis of Accounting

KPCo’s accounting is subject to the requirements of the KPSC and the FERC.  The financial statements have been
prepared in accordance with the Uniform System of Accounts prescribed by the FERC.  The principal differences from
accounting principles generally accepted in the United States of America (GAAP) include:

• The classification of deferred fuel as noncurrent rather than current.

• The requirement to report deferred tax assets and liabilities separately rather than as a single amount.

• The classification of accrued taxes as a single amount rather than as assets and liabilities.

• The classification of accrued non-ARO asset removal costs as accumulated depreciation rather than regulatory
liabilities.

• The classification of capital lease payments as operating activities instead of financing activities.

• The classification of change in emission allowances held for speculation as investing activities instead of
operating activities.

• The classification of gains/losses from disposition of allowances as utility operating expenses rather than as
operating revenues.

• The classification of PJM hourly activity for physical transactions as purchases and sales instead of net sales.

• The classification of tax assets related to the accounting guidance for “Uncertainty in Income Taxes” as a
reduction to current liabilities rather than a tax benefit.

• The classification of noncurrent tax liabilities related to the accounting guidance for "Uncertainty in Income
Taxes" as a current liability rather than a noncurrent liability.

• The classification of an accrued provision for potential refund as other noncurrent liability rather than a current
liability.

• The classification of regulatory assets and liabilities related to the accounting guidance for "Accounting for
Income Taxes" as separate assets and liabilities rather than as a single amount.

• The presentation of capital leased assets and their associated accumulated amortization as a single amount
instead of as separate amounts.

• The classification of factored accounts receivable expense as a nonoperating expense instead of as an operating
expense.

• The classification of certain nonoperating revenues as miscellaneous nonoperating income instead of as
operating revenue.

• The classification of certain nonoperating expenses as miscellaneous nonoperating expense instead of as
operating expense.

• The separate classification of income tax expense for operating and nonoperating activities instead of as a
single income tax expense.

• The classification of interest receivable and interest accrued related to federal income tax and state income tax
balances as separate current assets and current liabilities rather than as a single net amount. 

• Prospective reporting for the transfer of a 50% interest in the Mitchell Plant rather than retrospective
restatement to reflect the inclusion of 50% of the Mitchell Plant.

• The classification of unamortized loss on reacquired debt in deferred debits rather than in regulatory assets.

• The classification of accumulated deferred investment tax credits in deferred credits rather than in regulatory
liabilities and deferred investment tax credits.

• The classification of plant probable of abandonment in Utility Plant and Construction Work in Progress rather
than as Other Property, Plant and Equipment.

• The classification of certain other assets and liabilities as current instead of noncurrent.

• The classification of certain other assets and liabilities as noncurrent instead of current.
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Accounting for the Effects of Cost-Based Regulation

As a rate-regulated electric public utility company, KPCo’s financial statements reflect the actions of regulators that
result in the recognition of certain revenues and expenses in different time periods than enterprises that are not
rate-regulated.  In accordance with accounting guidance for “Regulated Operations,” KPCo records regulatory assets
(deferred expenses) and regulatory liabilities (deferred revenue reductions or refunds) to reflect the economic effects of
regulation in the same accounting period by matching expenses with their recovery through regulated revenues and by
matching income with its passage to customers in cost-based regulated rates.

Use of Estimates

The preparation of these financial statements requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes.  These estimates include but are not limited to
inventory valuation, allowance for doubtful accounts, long-lived asset impairment, unbilled electricity revenue, valuation
of long-term energy contracts, the effects of regulation, long-lived asset recovery, storm costs, the effects of
contingencies and certain assumptions made in accounting for pension and postretirement benefits.  The estimates and
assumptions used are based upon management’s evaluation of the relevant facts and circumstances as of the date of the
financial statements.  Actual results could ultimately differ from those estimates.

Cash and Cash Equivalents

Cash and Cash Equivalents on the statements of cash flows include Cash, Working Fund and Temporary Cash
Investments on the balance sheets with original maturities of three months or less.

Supplementary Information

2013 2012
For the Years Ended December 31, (in thousands)
Cash Was Paid for:

Interest (Net of Capitalized Amounts) $ 34,910 $ 35,516
Income Taxes (Net of Refunds) 6,100 23,089

Noncash Acquisitions Under Capital Leases 3,448 741
As of December 31,
Construction Expenditures Included in Current and Accrued Liabilities 7,253 9,752

Special Deposits

Special deposits include funds held by trustees primarily for margin deposits for risk management activities.

Inventory

Fossil fuel, materials and supplies inventories are carried at average cost.
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Accounts Receivable

Customer accounts receivable primarily include receivables from wholesale and retail energy customers, receivables from
energy contract counterparties related to risk management activities and customer receivables primarily related to other
revenue-generating activities.

Revenue is recognized from electric power sales when power is delivered to customers.  To the extent that deliveries have
occurred but a bill has not been issued, KPCo accrues and recognizes, as Accrued Utility Revenues on the balance sheets,
an estimate of the revenues for energy delivered since the last billing.

AEP Credit factors accounts receivable on a daily basis, excluding receivables from risk management activities, for
KPCo.  See “Sale of Receivables – AEP Credit” section of Note 13 for additional information.

Allowance for Uncollectible Accounts

Generally, AEP Credit records bad debt expense related to receivables purchased from KPCo under a sale of receivables
agreement.  For customer accounts receivables relating to risk management activities, accounts receivables are reviewed
for bad debt reserves at a specific counterparty level basis.  For miscellaneous accounts receivable, bad debt expense is
recorded for all amounts outstanding 180 days or greater at 100%, unless specifically identified.  Miscellaneous accounts
receivable items open less than 180 days may be reserved using specific identification for bad debt reserves.

Concentrations of Credit Risk and Significant Customers 

KPCo does not have any significant customers that comprise 10% or more of its operating revenues as of December 31,
2013.

Management monitors credit levels and the financial condition of KPCo’s customers on a continuing basis to minimize
credit risk.  The KPSC allows recovery in rates for a reasonable level of bad debt costs.  Management believes adequate
provision for credit loss has been made in the accompanying financial statements.

Emission Allowances

KPCo records emission allowances at cost, including the annual SO2 and NOx emission allowance entitlements received

at no cost from the Federal EPA.  KPCo follows the inventory model for these allowances.  These allowances are
consumed in the production of energy and are recorded in Operation Expenses at an average cost.  The purchases and
sales of allowances are reported in the Operating Activities section of the statements of cash flows.  The net margin on
sales of emission allowances is included in Operating Revenues.  The net margin on sales of emission allowances affects
the determination of deferred fuel or deferred emission allowance costs and the amortization of regulatory assets.
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Property, Plant and Equipment

Electric utility property, plant and equipment are stated at original cost.  Additions, major replacements and betterments
are added to the plant accounts.  Under the group composite method of depreciation, continuous interim routine
replacements of items such as boiler tubes, pumps, motors, etc. result in original cost retirements, less salvage, being
charged to accumulated depreciation.  The group composite method of depreciation assumes that on average, asset
components are retired at the end of their useful lives and thus there is no gain or loss.  The equipment in each primary
electric plant account is identified as a separate group.  The depreciation rates that are established take into account the
past history of interim capital replacements and the amount of salvage received.  These rates and the related lives are
subject to periodic review.  Removal costs are charged to accumulated depreciation.  The costs of labor, materials and
overhead incurred to operate and maintain the plants are included in operating expenses.

Long-lived assets are required to be tested for impairment when it is determined that the carrying value of the assets may
no longer be recoverable or when the assets meet the criteria under the accounting guidance for “Impairment or Disposal
of Long-lived Assets.”  When it becomes probable that an asset in service or an asset under construction will be
abandoned and regulatory cost recovery has been disallowed, the cost of that asset shall be removed from plant-in-service
or CWIP and charged to expense.

The fair value of an asset or investment is the amount at which that asset or investment could be bought or sold in a
current transaction between willing parties, as opposed to a forced or liquidation sale.  Quoted market prices in active
markets are the best evidence of fair value and are used as the basis for the measurement, if available.  In the absence of
quoted prices for identical or similar assets or investments in active markets, fair value is estimated using various internal
and external valuation methods including cash flow analysis and appraisals.

Allowance for Funds Used During Construction (AFUDC)

AFUDC represents the estimated cost of borrowed and equity funds used to finance construction projects that is
capitalized and recovered through depreciation over the service life of regulated electric utility plant.

Valuation of Nonderivative Financial Instruments

The book values of Cash, Special Deposits, Working Fund, accounts receivable, Notes Payable to Associated Companies
and accounts payable approximate fair value because of the short-term maturity of these instruments.
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Fair Value Measurements of Assets and Liabilities

The accounting guidance for “Fair Value Measurements and Disclosures” establishes a fair value hierarchy that
prioritizes the inputs used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted prices in
active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to unobservable inputs
(Level 3 measurement).  Where observable inputs are available for substantially the full term of the asset or liability, the
instrument is categorized in Level 2.  When quoted market prices are not available, pricing may be completed using
comparable securities, dealer values, operating data and general market conditions to determine fair value.  Valuation
models utilize various inputs such as commodity, interest rate and, to a lesser degree, volatility and credit that include
quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities in
inactive markets, market corroborated inputs (i.e. inputs derived principally from, or correlated to, observable market
data) and other observable inputs for the asset or liability.  The amount of risk taken is determined by the Commercial
Operations and Finance groups in accordance with established risk management policies as approved by the Finance
Committee of AEP’s Board of Directors.  The AEP System’s market risk oversight staff independently monitors risk
policies, procedures and risk levels and provides members of the Commercial Operations Risk Committee (Regulated
Risk Committee) various daily, weekly and/or monthly reports regarding compliance with policies, limits and procedures.
 The Regulated Risk Committee consists of AEPSC’s Chief Operating Officer, Chief Financial Officer, Executive Vice
President of Generation, Senior Vice President of Commercial Operations and Chief Risk Officer.

For commercial activities, exchange traded derivatives, namely futures contracts, are generally fair valued based on
unadjusted quoted prices in active markets and are classified as Level 1.  Level 2 inputs primarily consist of OTC broker
quotes in moderately active or less active markets, as well as exchange traded contracts where there is insufficient market
liquidity to warrant inclusion in Level 1.  Management verifies price curves using these broker quotes and classifies these
fair values within Level 2 when substantially all of the fair value can be corroborated.  Management typically obtains
multiple broker quotes, which are nonbinding in nature, but are based on recent trades in the marketplace.  When multiple
broker quotes are obtained, the quoted bid and ask prices are averaged.  In certain circumstances, a broker quote may be
discarded if it is a clear outlier.  Management uses a historical correlation analysis between the broker quoted location
and the illiquid locations.  If the points are highly correlated, these locations are included within Level 2 as well.  Certain
OTC and bilaterally executed derivative instruments are executed in less active markets with a lower availability of
pricing information.  Illiquid transactions, complex structured transactions, FTRs and counterparty credit risk may require
nonmarket based inputs.  Some of these inputs may be internally developed or extrapolated and utilized to estimate fair
value.  When such inputs have a significant impact on the measurement of fair value, the instrument is categorized as
Level 3.  The main driver of contracts being classified as Level 3 is the inability to substantiate energy price curves in the
market.  A significant portion of the Level 3 instruments have been economically hedged which greatly limits potential
earnings volatility.

AEP utilizes its trustee’s external pricing service to estimate the fair value of the underlying investments held in the
benefit plan trusts.  AEP’s investment managers review and validate the prices utilized by the trustee to determine fair
value.  AEP’s management performs its own valuation testing to verify the fair values of the securities.  AEP receives
audit reports of the trustee’s operating controls and valuation processes.  The trustee uses multiple pricing vendors for the
assets held in the trusts.
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Assets in the benefits trusts are classified using the following methods.  Equities are classified as Level 1 holdings if they
are actively traded on exchanges.  Items classified as Level 1 are investments in money market funds, fixed income and
equity mutual funds and domestic equity securities.  They are valued based on observable inputs primarily unadjusted
quoted prices in active markets for identical assets.  Items classified as Level 2 are primarily investments in individual
fixed income securities and cash equivalents funds.  Fixed income securities do not trade on an exchange and do not have
an official closing price but their valuation inputs are based on observable market data.  Pricing vendors calculate bond
valuations using financial models and matrices.  The models use observable inputs including yields on benchmark
securities, quotes by securities brokers, rating agency actions, discounts or premiums on securities compared to par
prices, changes in yields for U.S. Treasury securities, corporate actions by bond issuers, prepayment schedules and
histories, economic events and, for certain securities, adjustments to yields to reflect changes in the rate of inflation. 
Other securities with model-derived valuation inputs that are observable are also classified as Level 2 investments. 
Investments with unobservable valuation inputs are classified as Level 3 investments.  Benefit plan assets included in
Level 3 are primarily real estate and private equity investments that are valued using methods requiring judgment
including appraisals.

Deferred Fuel Costs

The cost of fuel and related emission allowances and emission control chemicals/consumables is charged to Operation
Expenses when the fuel is burned or the allowance or consumable is utilized.  Fuel cost over-recoveries (the excess of
fuel revenues billed to customers over applicable fuel costs incurred) are generally deferred as regulatory liabilities and
under-recoveries (the excess of applicable fuel costs incurred over fuel revenues billed to customers) are generally
deferred as regulatory assets.  These deferrals are amortized when refunded or when billed to customers in later months
with the KPSC’s review and approval.  The amount of an over-recovery or under-recovery can also be affected by actions
of the KPSC.  On a routine basis, the KPSC reviews and/or audits KPCo’s fuel procurement policies and practices, the
fuel cost calculations and FAC deferrals.  When a FAC under-recovery is no longer probable of recovery, KPCo adjusts
its FAC deferrals and records a provision for estimated refunds to recognize these probable outcomes.  Changes in fuel
costs, including purchased power, are reflected in rates in a timely manner through the FAC.  A portion of profits from
off-system sales are given to customers through the FAC.

Revenue Recognition

Regulatory Accounting

KPCo’s financial statements reflect the actions of regulators that can result in the recognition of revenues and expenses in
different time periods than enterprises that are not rate-regulated.  Regulatory assets (deferred expenses) and regulatory
liabilities (deferred revenue reductions or refunds) are recorded to reflect the economic effects of regulation in the same
accounting period by matching expenses with their recovery through regulated revenues and by matching income with its
passage to customers in cost-based regulated rates.  

When regulatory assets are probable of recovery through regulated rates, KPCo records them as assets on its balance
sheets.  KPCo tests for probability of recovery at each balance sheet date or whenever new events occur.  Examples of
new events include the issuance of a regulatory commission order or passage of new legislation.  If it is determined that
recovery of a regulatory asset is no longer probable, KPCo writes off that regulatory asset as a charge against income.
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Electricity Supply and Delivery Activities

KPCo recognizes revenues from retail and wholesale electricity sales and electricity transmission and distribution
delivery services.  KPCo recognizes the revenues on the statements of income upon delivery of the energy to the
customer and includes unbilled as well as billed amounts.

Most of the power produced at the generation plants of the AEP East Companies is sold to PJM.  The AEP East
Companies purchase power from PJM to supply power to their customers.  Generally, these power sales and purchases
are reported on a net basis in revenues on the statements of income.  However, purchases of power in excess of sales to
PJM, on an hourly net basis, used to serve retail load are recorded gross as Operation Expenses on the statements of
income.  Other RTOs in which KPCo participates do not function in the same manner as PJM.  They function as
balancing organizations and not as exchanges.

Physical energy purchases arising from non-derivative contracts are accounted for on a gross basis in Operation Expenses
on the statements of income.  Energy purchases arising from non-trading derivative contracts are recorded based on the
transaction’s economic substance.  Purchases under non-trading derivatives used to serve accrual based obligations are
recorded in Operation Expenses on the statements of income.  All other non-trading derivative purchases are recorded net
in revenues.

In general, KPCo records expenses when purchased electricity is received and when expenses are incurred, with the
exception of certain power purchase contracts that are derivatives and accounted for using MTM accounting.  KPCo
defers the unrealized MTM amounts as regulatory assets (for losses) and regulatory liabilities (for gains).

Energy Marketing and Risk Management Activities

AEPSC, on behalf of the AEP East Companies, engages in wholesale power, coal and natural gas marketing and risk
management activities focused on wholesale markets where the AEP System owns assets and adjacent markets.  These
activities include the purchase and sale of energy under forward contracts at fixed and variable prices.  These contracts
include physical transactions, exchange-traded futures, and to a lesser extent, OTC swaps and options.  Certain energy
marketing and risk management transactions are with RTOs.

KPCo recognizes revenues and expenses from wholesale marketing and risk management transactions that are not
derivatives upon delivery of the commodity.  KPCo uses MTM accounting for wholesale marketing and risk management
transactions that are derivatives unless the derivative is designated in a qualifying cash flow hedge relationship or a
normal purchase or sale.  The realized gains and losses on wholesale marketing and risk management transactions are
included in Operating Revenues on the statements of income on a net basis.  The unrealized MTM amounts are deferred
as regulatory assets (for losses) and regulatory liabilities (for gains).

Certain qualifying wholesale marketing and risk management derivative transactions are designated as hedges of
variability in future cash flows as a result of forecasted transactions (cash flow hedge).  KPCo initially records the
effective portion of the cash flow hedge’s gain or loss as a component of AOCI.  When the forecasted transaction is
realized and affects net income, KPCo subsequently reclassifies the gain or loss on the hedge from AOCI into revenues or
expenses within the same financial statement line item as the forecasted transaction on the statements of income.  KPCo
defers the ineffective portion as regulatory assets (for losses) and regulatory liabilities (for gains).  See “Accounting for
Cash Flow Hedging Strategies” section of Note 9.
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Maintenance

Maintenance costs are expensed as incurred.  If it becomes probable that KPCo will recover specifically-incurred costs
through future rates, a regulatory asset is established to match the expensing of those maintenance costs with their
recovery in cost-based regulated revenues.  

Income Taxes and Investment Tax Credits

KPCo uses the liability method of accounting for income taxes.  Under the liability method, deferred income taxes are
provided for all temporary differences between the book and tax basis of assets and liabilities which will result in a future
tax consequence.

When the flow-through method of accounting for temporary differences is reflected in regulated revenues (that is, when
deferred taxes are not included in the cost of service for determining regulated rates for electricity), deferred income
taxes are recorded and related regulatory assets and liabilities are established to match the regulated revenues and tax
expense.

Investment tax credits are accounted for under the flow-through method except where regulatory commissions have
reflected investment tax credits in the rate-making process on a deferral basis.  Investment tax credits that have been
deferred are amortized over the life of the plant investment.

KPCo accounts for uncertain tax positions in accordance with the accounting guidance for “Income Taxes.”  KPCo
classifies interest expense or income related to uncertain tax positions as interest expense or income as appropriate and
classifies penalties as Penalties.

Excise Taxes

As an agent for some state and local governments, KPCo collects from customers certain excise taxes levied by those
state or local governments on customers.  KPCo does not recognize these taxes as revenue or expense.

Debt

Gains and losses from the reacquisition of debt used to finance regulated electric utility plants are deferred and amortized
over the remaining term of the reacquired debt in accordance with their rate-making treatment unless the debt is
refinanced.  If the reacquired debt is refinanced, the reacquisition costs are generally deferred and amortized over the
term of the replacement debt consistent with its recovery in rates.

Debt discount or premium and debt issuance expenses are deferred and amortized generally utilizing the straight-line
method over the term of the related debt.  The straight-line method approximates the effective interest method and is
consistent with the treatment in rates for regulated operations.
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Investments Held in Trust for Future Liabilities

AEP has several trust funds with significant investments intended to provide for future payments of pension and OPEB
benefits.  All of the trust funds’ investments are diversified and managed in compliance with all laws and regulations. 
The investment strategy for trust funds is to use a diversified portfolio of investments to achieve an acceptable rate of
return while managing the interest rate sensitivity of the assets relative to the associated liabilities.  To minimize
investment risk, the trust funds are broadly diversified among classes of assets, investment strategies and investment
managers.  Management regularly reviews the actual asset allocations and periodically rebalances the investments to
targeted allocations when appropriate.  Investment policies and guidelines allow investment managers in approved
strategies to use financial derivatives to obtain or manage market exposures and to hedge assets and liabilities.  The
investments are reported at fair value under the “Fair Value Measurements and Disclosures” accounting guidance.  

Benefit Plans

All benefit plan assets are invested in accordance with each plan’s investment policy.  The investment policy outlines the
investment objectives, strategies and target asset allocations by plan.

The investment philosophies for AEP’s benefit plans support the allocation of assets to minimize risks and optimize net
returns.  Strategies used include:

• Maintaining a long-term investment horizon.
• Diversifying assets to help control volatility of returns at acceptable levels.
• Managing fees, transaction costs and tax liabilities to maximize investment earnings.
• Using active management of investments where appropriate risk/return opportunities exist.
• Keeping portfolio structure style-neutral to limit volatility compared to applicable benchmarks.
• Using alternative asset classes such as real estate and private equity to maximize return and provide additional

portfolio diversification.

The investment policy for the pension fund allocates assets based on the funded status of the pension plan.  The objective
of the asset allocation policy is to reduce the investment volatility of the plan over time.  Generally, more of the
investment mix will be allocated to fixed income investments as the plan becomes better funded.  Assets will be
transferred away from equity investments into fixed income investments based on the market value of plan assets
compared to the plan’s projected benefit obligation.  The current target asset allocations are as follows:

Pension Plan Assets Target
Equity  30.0 %
Fixed Income  55.0 %
Other Investments  15.0 %

OPEB Plans Assets Target
Equity  66.0 %
Fixed Income  33.0 %
Cash  1.0 %
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The investment policy for each benefit plan contains various investment limitations.  The investment policies establish
concentration limits for securities and prohibit the purchase of securities issued by AEP (with the exception of
proportionate and immaterial holdings of AEP securities in passive index strategies).  However, the investment policies
do not preclude the benefit trust funds from receiving contributions in the form of AEP securities, provided that the AEP
securities acquired by each plan may not exceed the limitations imposed by law.  Each investment manager's portfolio is
compared to a diversified benchmark index.  

For equity investments, the limits are as follows:

• No security in excess of 5% of all equities.
• Cash equivalents must be less than 10% of an investment manager's equity portfolio.
• No individual stock may be more than 10% of each manager's equity portfolio.
• No investment in excess of 5% of an outstanding class of any company.
• No securities may be bought or sold on margin or other use of leverage.

For fixed income investments, the concentration limits must not exceed:

• 3% in any single issuer
• 5% for private placements
• 5% for convertible securities
• 60% for bonds rated AA+ or lower
• 50% for bonds rated A+ or lower
• 10% for bonds rated BBB- or lower

For obligations of non-government issuers, the following limitations apply:

• AAA rated debt: a single issuer should account for no more than 5% of the portfolio.
• AA+, AA, AA- rated debt: a single issuer should account for no more than 3% of the portfolio.
• Debt rated A+ or lower:  a single issuer should account for no more than 2% of the portfolio.
• No more than 10% of the portfolio may be invested in high yield and emerging market debt combined at any

time.  
A portion of the pension assets is invested in real estate funds to provide diversification, add return and hedge against
inflation.  Real estate properties are illiquid, difficult to value and not actively traded.  The pension plan uses external
real estate investment managers to invest in commingled funds that hold real estate properties.  To mitigate investment
risk in the real estate portfolio, commingled real estate funds are used to ensure that holdings are diversified by region,
property type and risk classification.  Real estate holdings include core, value-added and development risk classifications
and some investments in Real Estate Investment Trusts, which are publicly traded real estate securities.

A portion of the pension assets is invested in private equity.  Private equity investments add return and provide
diversification and typically require a long-term time horizon to evaluate investment performance.  Private equity is
classified as an alternative investment because it is illiquid, difficult to value and not actively traded.  The pension plan
uses limited partnerships and commingled funds to invest across the private equity investment spectrum.  The private
equity holdings are with multiple general partners who help monitor the investments and provide investment selection
expertise.  The holdings are currently comprised of venture capital, buyout and hybrid debt and equity investment
instruments.  Commingled private equity funds are used to enhance the holdings’ diversity.
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AEP participates in a securities lending program with BNY Mellon to provide incremental income on idle assets and to
provide income to offset custody fees and other administrative expenses.  AEP lends securities to borrowers approved by
BNY Mellon in exchange for cash collateral.  All loans are collateralized by at least 102% of the loaned asset’s market
value and the cash collateral is invested.  The difference between the rebate owed to the borrower and the cash collateral
rate of return determines the earnings on the loaned security.  The securities lending program’s objective is providing
modest incremental income with a limited increase in risk.

Trust owned life insurance (TOLI) underwritten by The Prudential Insurance Company is held in the OPEB plan trusts. 
The strategy for holding life insurance contracts in the taxable Voluntary Employees' Beneficiary Association trust is to
minimize taxes paid on the asset growth in the trust.  Earnings on plan assets are tax-deferred within the TOLI contract
and can be tax-free if held until claims are paid.  Life insurance proceeds remain in the trust and are used to fund future
retiree medical benefit liabilities.  With consideration to other investments held in the trust, the cash value of the TOLI
contracts is invested in two diversified funds.  A portion is invested in a commingled fund with underlying investments in
stocks that are actively traded on major international equity exchanges.  The other portion of the TOLI cash value is
invested in a diversified, commingled fixed income fund with underlying investments in government bonds, corporate
bonds and asset-backed securities.

Cash and cash equivalents are held in each trust to provide liquidity and meet short-term cash needs. Cash equivalent
funds are used to provide diversification and preserve principal.  The underlying holdings in the cash funds are
investment grade money market instruments including commercial paper, certificates of deposit, treasury bills and other
types of investment grade short-term debt securities.  The cash funds are valued each business day and provide daily
liquidity.

Comprehensive Income (Loss)

Comprehensive income (loss) is defined as the change in equity (net assets) of a business enterprise during a period from
transactions and other events and circumstances from nonowner sources.  It includes all changes in equity during a period
except those resulting from investments by owners and distributions to owners.

Subsequent Events

Management reviewed subsequent events through April 11, 2014, the date that KPCo’s 2013 FERC Form 1 was issued.
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2.  COMPREHENSIVE INCOME

Presentation of Comprehensive Income

The following table provides the components of changes in AOCI for the year ended December 31, 2013.  All amounts in
the following tables are presented net of related income taxes.

Changes in Accumulated Other Comprehensive Income (Loss) by Component
For the Year Ended December 31, 2013

Cash Flow Hedges Pension and OPEB
Interest Rate Amortization Changes
and Foreign of Deferred in Funded

Commodity Currency Costs Status Total
(in thousands)

Balance in AOCI as of December 31, 2012 $  (127) $  (282) $ 1,275 $ (20,860) $ (19,994)
Change in Fair Value Recognized in AOCI  152  -  -  7,741  7,893 
Amounts Reclassified from AOCI  (2)  60  1,402  -  1,460 
Net Current Period Other

Comprehensive Income  150  60  1,402  7,741  9,353 
Pension and OPEB Adjustment Related to

Mitchell Plant  -  -  -  5,221  5,221 

Balance in AOCI as of December 31, 2013 $  23 $  (222) $  2,677 $  (7,898) $  (5,420)
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Reclassifications from Accumulated Other Comprehensive Income

The following table provides details of reclassifications from AOCI for the year ended December 31, 2013.

Reclassifications from Accumulated Other Comprehensive Income (Loss)
For the Year Ended December 31, 2013

Amount of
(Gain) Loss
Reclassified
from AOCI

Gains and Losses on Cash Flow Hedges (in thousands)
Commodity:

Operating Revenues $  (64)
Operation Expenses 76 
Maintenance Expenses  (5)
Utility Plant  (11)

Subtotal - Commodity  (4)

Interest Rate and Foreign Currency:
Interest on Long-term Debt  93 

Subtotal - Interest Rate and Foreign Currency  93 

Reclassifications from AOCI, before Income Tax (Expense) Credit  89 
Income Tax (Expense) Credit  31 

Reclassifications from AOCI, Net of Income Tax (Expense) Credit  58 

Pension and OPEB
Amortization of Prior Service Cost (Credit)  (364)
Amortization of Actuarial (Gains)/Losses  2,521 
Change in Funded Status  - 
Reclassifications from AOCI, before Income Tax (Expense) Credit  2,157 
Income Tax (Expense) Credit  755 

Reclassifications from AOCI, Net of Income Tax (Expense) Credit  1,402 

Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit $  1,460 
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The following table provides details on designated, effective cash flow hedges included in Accumulated Other
Comprehensive Income on the balance sheets and the reasons for changes in cash flow hedges for the year ended
December 31, 2012.  All amounts in the following tables are presented net of related income taxes.

Total Accumulated Other Comprehensive Income (Loss) Activity for Cash Flow Hedges
 Year Ended December 31, 2012

Commodity Interest Rate Total
(in thousands)

Balance in AOCI as of December 31, 2011 $  (283) $  (342) $  (625)
Changes in Fair Value Recognized in AOCI  (246)  -  (246)
Amount of (Gain) or Loss Reclassified from AOCI

to Statement of Income/within Balance Sheet:
Operating Revenues  (16)  -  (16)
Operation Expenses 422  - 422 
Interest on Long-term Debt  -  60  60 
Utility Plant  (4)  -  (4)

Balance in AOCI as of December 31, 2012 $  (127) $  (282) $  (409)

3.  RATE MATTERS

KPCo is involved in rate and regulatory proceedings at the FERC and the KPSC.  Rate matters can have a material impact
on net income, cash flows and possibly financial condition.  KPCo’s recent significant rate orders and pending rate filings
are addressed in this note.

Plant Transfer

In October 2012, the AEP East Companies submitted several filings with the FERC.  See the “Corporate Separation and
Termination of Interconnection Agreement” section below.  In December 2012, KPCo filed a request with the KPSC for
approval to transfer at net book value to KPCo a one-half interest in the Mitchell Plant, comprising 780 MW of average
annual generating capacity.  KPCo also requested that costs related to the Big Sandy Plant, Unit 2 FGD project be
established as a regulatory asset.  As of December 31, 2013, the net book value of Big Sandy Plant, Unit 2 was $249
million, before cost of removal, including materials and supplies inventory and CWIP.  In March 2013, KPCo issued a
Request for Proposal (RFP) to purchase up to 250 MW of long-term capacity and energy to replace a portion of the
capacity from Big Sandy Plant, Unit 1.  In June 2013, KPCo filed the results of its RFP with the KPSC.  
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In October 2013, the KPSC issued an order approving a modified settlement agreement between KPCo, Kentucky
Industrial Utility Customers, Inc. and the Sierra Club.  The modified settlement approved the transfer of a one-half
interest in the Mitchell Plant to KPCo at net book value on December 31, 2013 with the limitation that the net book value
of the Mitchell Plant transfer not exceed the amount to be determined by a WVPSC order.  The WVPSC order was
subsequently issued in December 2013, but the WVPSC deferred a decision on the transfer of the one-half interest in the
Mitchell Plant to APCo.  The settlement also included the implementation of an Asset Transfer Rider to collect $44
million annually effective January 2014, subject to true-up, and allowed KPCo to retain any off-system sales margins
above the $15.3 million annual level in base rates.  Additionally, the settlement allows for KPCo to file a Certificate of
Public Convenience and Necessity to convert Big Sandy Plant, Unit 1 to natural gas, provided the cost is approximately
$60 million, and addressed potential greenhouse gas initiatives on the Mitchell Plant.  The settlement also approved
recovery, including a return, of coal-related retirement costs related to Big Sandy Plant over 25 years when base rates are
set in the next base rate case (no earlier than June 2015), but rejected KPCo’s request to defer FGD project costs for Big
Sandy Plant, Unit 2.  As a result of this order, in 2013, KPCo recorded a pretax regulatory disallowance of $33 million. 
In November 2013, the KPSC denied the Attorney General’s petition for rehearing.  In December 2013, the Attorney
General filed an appeal with the Franklin County Circuit Court.  In December 2013, KPCo filed motions with the
Franklin County Circuit Court to dismiss the appeal.  A hearing on the motions to dismiss was held in January 2014.  In
December 2013, the transfer of a one-half interest in the Mitchell Plant to KPCo was completed. 

2013 Kentucky Base Rate Case

In June 2013, KPCo filed a request with the KPSC for an annual increase in base rates of $114 million based upon a
return on common equity of 10.65% to be effective January 2014.  The proposed revenue increase included cost recovery
of the proposed transfer of the one-half interest in the Mitchell Plant (780 MW).  In October 2013, the KPSC issued an
order in the plant transfer case which modified and approved a settlement agreement that included the approval of the
proposed transfer of the one-half interest in the Mitchell Plant to KPCo.  The modified and approved settlement
agreement also included KPCo’s agreement to withdraw this base rate case request and file a base case proceeding no
later than December 2014 with its current base rates to remain in effect until at least May 2015.  In November 2013,
KPCo withdrew this base rate request and the withdrawal was approved by the KPSC.  

Corporate Separation and Termination of Interconnection Agreement

In October 2012, the AEP East Companies submitted several filings with the FERC seeking approval to fully separate
OPCo’s generation assets from its distribution and transmission operations and to transfer at net book value AGR’s
Mitchell Plant to APCo and KPCo in equal one-half interests (780 MW each), to be effective December 31, 2013.  In
April 2013, the FERC issued orders approving the transfer of OPCo’s generation assets to AGR, and the Mitchell Plant
assets to APCo and KPCo.  In January 2014, the FERC dismissed an Industry Energy Users-Ohio petition for rehearing of
its order granting OPCo authority to implement corporate separation by transferring its generation assets to AGR.  In
December 2013, the transfer of the Mitchell Plant to KPCo was completed.  See the “Plant Transfer” section.  
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In accordance with management’s December 2010 announcement and October 2012 filing with the FERC, the
Interconnection Agreement was terminated effective January 1, 2014.  The AEP System Interim Allowance Agreement
which provided for, among other things, the transfer of SO2 emission allowances associated with transactions under the

Interconnection Agreement was also terminated.  

In December 2013, the FERC issued orders approving the creation of a Power Coordination Agreement (PCA), effective
January 1, 2014, conditioned upon certain compliance filings which were filed with the FERC in January 2014.  The
PCA was established among APCo, I&M and KPCo with AEPSC as the agent to coordinate their respective power supply
resources.  Under the PCA, KPCo would be individually responsible for planning its respective capacity obligations and
there would be no capacity equalization charges/credits on deficit/surplus companies.  Further, the PCA allows, but does
not obligate, KPCo to participate collectively under a common fixed resource requirement capacity plan in PJM and to
participate in specified collective off-system sales and purchase activities.    

Also effective January 1, 2014, the FERC approved the creation of a Bridge Agreement among AGR, APCo, I&M, KPCo
and OPCo with AEPSC as the agent.  The Bridge Agreement is an interim arrangement to: (a) address the treatment of
purchases and sales made by AEPSC on behalf of member companies that extend beyond termination of the
Interconnection Agreement and (b) address how member companies will fulfill their existing obligations under the PJM
Reliability Assurance Agreement through the 2014/2015 PJM planning year.  Under the Bridge Agreement, AGR is
committed to meet capacity obligations of member companies through May 31, 2015.  

In October 2013, the AEP East Companies submitted additional filings with the FERC updating the October 2012 filings
to reflect changes necessitated by orders from the Virginia SCC and the KPSC related to the proposed asset transfers and
to position the company for the final stages of corporate separation.  In December 2013, the FERC issued an order
approving these additional filings.  See the “Plant Transfer” section above.

If KPCo experiences a decrease in revenues or an increase in expenses as a result of changes to its relationship with
affiliates and is unable to recover the change in revenues and costs through rates, prices or additional sales, it could
reduce future net income and cash flows.
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4.  EFFECTS OF REGULATION

Regulatory assets and liabilities are comprised of the following items:

December 31, Remaining
Regulatory Assets: 2013 2012 Recovery Period

(in thousands)
Regulatory assets not yet being recovered pending future proceedings

to determine the recovery method and timing:

Regulatory Assets Currently Not Earning a Return
Storm Related Costs $ 12,146 $ 12,146 
Mountaineer Carbon Capture and Storage 

Commercial Scale Facility - 873 
Total Regulatory Assets Not Yet Being Recovered 12,146 13,019 

Regulatory assets being recovered:

Regulatory Assets Currently Earning a Return
RTO Formation/Integration Costs 786 998 various

Regulatory Assets Currently Not Earning a Return
Income Tax Assets 155,600  128,656 22 years
Pension and OPEB Funded Status 32,458  52,048 11 years
Storm Related Costs 7,048  11,746 2 years
Postemployment Benefits 4,530  5,230 5 years
Medicare Subsidy 2,383 - 11 years
Other Regulatory Assets Being Recovered 1,770  2,534 various

Total Regulatory Assets Being Recovered 204,575 201,212 

Total FERC Account 182.3 Regulatory Assets $ 216,721 $ 214,231 

December 31, Remaining
Regulatory Liabilities: 2013 2012 Refund Period

(in thousands)
Regulatory liabilities being paid:

Regulatory Liabilities Currently Not Paying a Return
Unrealized Gain on Forward Commitments $ 3,259 $ 4,288 4 years
Income Tax Liabilities 998 1,167 22 years
Over-recovered Fuel Costs 2,851 7,928 1 year
Other Regulatory Liabilities Being Paid 309 449 various

Total FERC Account 254 Regulatory Liabilities $ 7,417 $ 13,832 
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5.  COMMITMENTS, GUARANTEES AND CONTINGENCIES

KPCo is subject to certain claims and legal actions arising in its ordinary course of business.  In addition, KPCo’s
business activities are subject to extensive governmental regulation related to public health and the environment.  The
ultimate outcome of such pending or potential litigation cannot be predicted.  For current proceedings not specifically
discussed below, management does not anticipate that the liabilities, if any, arising from such proceedings would have a
material effect on the financial statements.

COMMITMENTS

Construction and Commitments

KPCo has substantial construction commitments to support its operations and environmental investments.  In managing
the overall construction program and in the normal course of business, KPCo contractually commits to third-party
construction vendors for certain material purchases and other construction services.  KPCo also purchases fuel, materials,
supplies, services and property, plant and equipment under contract as part of its normal course of business.  Certain
supply contracts contain penalty provisions for early termination.

The following table summarizes KPCo’s actual contractual commitments as of December 31, 2013:

Less Than 1 After
Contractual Commitments Year 2-3 Years 4-5 Years 5 Years Total

(in thousands)
Fuel Purchase Contracts (a) $  198,192 $  246,401 $  232,240 $  348,360 $  1,025,193 
Energy and Capacity Purchase Contracts  35,144  70,156  69,993  139,846  315,139 
Construction Contracts for Capital Assets (b)  1,786  -  -  -  1,786 

Total $  235,122 $  316,557 $  302,233 $  488,206 $  1,342,118 

(a) Represents contractual commitments to purchase coal and other consumables as fuel for electric generation along with
related transportation of the fuel.

(b) Represents only capital assets for which there are signed contracts.  Actual payments are dependent upon and may vary
significantly based upon the decision to build, regulatory approval schedules, timing and escalation of project costs.

GUARANTEES

Liabilities for guarantees are recorded in accordance with the accounting guidance for “Guarantees.”  There is no
collateral held in relation to any guarantees.  In the event any guarantee is drawn, there is no recourse to third parties
unless specified below.

Indemnifications and Other Guarantees

Contracts

KPCo enters into certain types of contracts which require indemnifications.  Typically these contracts include, but are not
limited to, sale agreements, lease agreements, purchase agreements and financing agreements.  Generally, these
agreements may include, but are not limited to, indemnifications around certain tax, contractual and environmental
matters.  With respect to sale agreements, exposure generally does not exceed the sale price.  As of December 31, 2013,
there were no material liabilities recorded for any indemnifications.
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KPCo is jointly and severally liable for activity conducted by AEPSC on behalf of the AEP East Companies related to
power purchase and sale activity pursuant to the SIA.

Lease Obligations

KPCo leases certain equipment under master lease agreements.  See “Master Lease Agreements” section of Note 12 for
disclosure of lease residual value guarantees.

CONTINGENCIES

Insurance and Potential Losses

KPCo maintains insurance coverage normal and customary for an electric utility, subject to various deductibles. 
Insurance coverage includes all risks of physical loss or damage to assets, subject to insurance policy conditions and
exclusions.  Covered property generally includes power plants, substations, facilities and inventories.  Excluded property
generally includes transmission and distribution lines, poles and towers.  The insurance programs also generally provide
coverage against loss arising from certain claims made by third parties and are in excess of KPCo’s retentions.  Coverage
is generally provided by a combination of the protected cell of EIS and/or various industry mutual and/or commercial
insurance carriers.

Some potential losses or liabilities may not be insurable or the amount of insurance carried may not be sufficient to meet
potential losses and liabilities.  Future losses or liabilities, if they occur, which are not completely insured, unless
recovered from customers, could reduce future net income and cash flows and impact financial condition.

Carbon Dioxide Public Nuisance Claims

In October 2009, the Fifth Circuit Court of Appeals reversed a decision by the Federal District Court for the District of
Mississippi dismissing state common law nuisance claims in a putative class action by Mississippi residents asserting that
CO2 emissions exacerbated the effects of Hurricane Katrina.  The Fifth Circuit held that there was no exclusive

commitment of the common law issues raised in plaintiffs’ complaint to a coordinate branch of government and that no
initial policy determination was required to adjudicate these claims.  The court granted petitions for rehearing.  An
additional recusal left the Fifth Circuit without a quorum to reconsider the decision and the appeal was dismissed, leaving
the district court’s decision in place.  Plaintiffs filed a petition with the U.S. Supreme Court asking the court to remand
the case to the Fifth Circuit and reinstate the panel decision.  The petition was denied in January 2011.  Plaintiffs refiled
their complaint in federal district court.  The court ordered all defendants to respond to the refiled complaints in October
2011.  In March 2012, the court granted the defendants’ motion for dismissal on several grounds, including the doctrine
of collateral estoppel and the applicable statute of limitations.  In May 2013, the U.S. Court of Appeals for the Fifth
Circuit affirmed the district court’s dismissal of the complaint.  The plaintiffs did not appeal to the U.S. Supreme Court.
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Alaskan Villages’ Claims

In 2008, the Native Village of Kivalina and the City of Kivalina, Alaska filed a lawsuit in Federal Court in the Northern
District of California against AEP, AEPSC and 22 other unrelated defendants including oil and gas companies, a coal
company and other electric generating companies.  The complaint alleges that the defendants' emissions of CO2
contribute to global warming and constitute a public and private nuisance and that the defendants are acting together. 
The complaint further alleges that some of the defendants, including AEP, conspired to create a false scientific debate
about global warming in order to deceive the public and perpetuate the alleged nuisance.  The plaintiffs also allege that
the effects of global warming will require the relocation of the village at an alleged cost of $95 million to $400 million. 
In October 2009, the judge dismissed plaintiffs’ federal common law claim for nuisance, finding the claim barred by the
political question doctrine and by plaintiffs’ lack of standing to bring the claim.  The judge also dismissed plaintiffs’ state
law claims without prejudice to refiling in state court.  In September 2012, the Ninth Circuit Court of Appeals affirmed
the trial court’s decision, holding that the CAA displaced Kivalina’s claims for damages.  Plaintiffs filed seeking further
review in the U.S. Supreme Court.  In May 2013, the U.S. Supreme Court denied the plaintiffs’ request for review.

The Comprehensive Environmental Response Compensation and Liability Act (Superfund) and State Remediation

By-products from the generation of electricity include materials such as ash, slag and sludge.  Coal combustion
by-products, which constitute the overwhelming percentage of these materials, are typically treated and deposited in
captive disposal facilities or are beneficially utilized.  In addition, the generating plants and transmission and distribution
facilities have used asbestos, polychlorinated biphenyls and other hazardous and nonhazardous materials.  KPCo
currently incurs costs to dispose of these substances safely.

Superfund addresses clean-up of hazardous substances that have been released to the environment.  The Federal EPA
administers the clean-up programs.  Several states have enacted similar laws.  As of December 31, 2013, there is one site
for which KPCo has received an information request which could lead to a Potentially Responsible Party designation.  In
the instance where KPCo has been named a defendant, disposal or recycling activities were in accordance with the
then-applicable laws and regulations.  Superfund does not recognize compliance as a defense, but imposes strict liability
on parties who fall within its broad statutory categories.  Liability has been resolved for a number of sites with no
significant effect on net income.

Management evaluates the potential liability for each site separately, but several general statements can be made about
potential future liability.  Allegations that materials were disposed at a particular site are often unsubstantiated and the
quantity of materials deposited at a site can be small and often nonhazardous.  Although Superfund liability has been
interpreted by the courts as joint and several, typically many parties are named for each site and several of the parties are
financially sound enterprises.  At present, management’s estimates do not anticipate material cleanup costs for identified
sites.
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6.  IMPAIRMENT

Big Sandy Plant, Unit 2 FGD Project 

In the third quarter of 2013, KPCo recorded a pretax write-off of $33 million primarily related to the Big Sandy Plant,
Unit 2 FGD project.  See the “Plant Transfer” section of Note 3.

7.  BENEFIT PLANS

For a discussion of investment strategy, investment limitations, target asset allocations and the classification of
investments within the fair value hierarchy, see “Investments Held in Trust for Future Liabilities” and “Fair Value
Measurements of Assets and Liabilities” sections of Note 1.

KPCo participates in an AEP sponsored qualified pension plan and an unfunded nonqualified pension plan.  Substantially
all of KPCo’s employees are covered by the qualified plan or both the qualified and nonqualified pension plans.  KPCo
also participates in OPEB plans sponsored by AEP to provide health and life insurance benefits for retired employees.

KPCo recognizes its funded status associated with defined benefit pension and OPEB plans in its balance sheets.  
Disclosures about the plans are required by the “Compensation – Retirement Benefits” accounting guidance.  KPCo
recognizes an asset for a plan’s overfunded status or a liability for a plan’s underfunded status and recognizes, as a
component of other comprehensive income, the changes in the funded status of the plan that arise during the year that are
not recognized as a component of net periodic benefit cost.  KPCo records a regulatory asset instead of other
comprehensive income for qualifying benefit costs of regulated operations that for ratemaking purposes are deferred for
future recovery.  The cumulative funded status adjustment is equal to the remaining unrecognized deferrals for
unamortized actuarial losses or gains, prior service costs and transition obligations, such that remaining deferred costs
result in an AOCI equity reduction or regulatory asset and deferred gains result in an AOCI equity addition or regulatory
liability.

Actuarial Assumptions for Benefit Obligations

The weighted-average assumptions as of December 31 of each year used in the measurement of KPCo’s benefit
obligations are shown in the following table:

Other Postretirement
Pension Plans Benefit Plans

Assumptions 2013 2012 2013 2012 
Discount Rate  4.70 %  3.95 %  4.70 %  3.95 %
Rate of Compensation Increase  4.50 % (a)  4.50 % (a) NA NA

(a) Rates are for base pay only.  In addition, an amount is added to reflect target incentive compensation for exempt
employees and overtime and incentive pay for nonexempt employees.

NA Not applicable.

A duration-based method is used to determine the discount rate for the plans.  A hypothetical portfolio of high quality
corporate bonds is constructed with cash flows matching the benefit plan liability.  The composite yield on the
hypothetical bond portfolio is used as the discount rate for the plan.

For 2013, the rate of compensation increase assumed varies with the age of the employee, ranging from 3.5% per year to
11.5% per year, with an average increase of 4.5%.
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Actuarial Assumptions for Net Periodic Benefit Costs

The weighted-average assumptions as of January 1 of each year used in the measurement of KPCo’s benefit costs are
shown in the following table:

Other Postretirement
Pension Plans Benefit Plans

2013 2012 2013 2012 
Discount Rate 3.95% 4.55% 3.95% 4.75%
Expected Return on Plan Assets 6.50% 7.25% 7.00% 7.25%
Rate of Compensation Increase 4.50% 4.50% NA NA

NA   Not applicable.

The expected return on plan assets for 2013 was determined by evaluating historical returns, the current investment
climate (yield on fixed income securities and other recent investment market indicators), rate of inflation and current
prospects for economic growth.

The health care trend rate assumptions as of January 1 of each year used for OPEB plans measurement purposes are
shown below:

Health Care Trend Rates 2013 2012 
Initial  6.75 %  7.00 %
Ultimate  5.00 %  5.00 %
Year Ultimate Reached 2020 2020 

Assumed health care cost trend rates have a significant effect on the amounts reported for the OPEB health care plans.  A
1% change in assumed health care cost trend rates would have the following effects:

1% Increase 1% Decrease
(in thousands)

Effect on Total Service and Interest Cost
Components of Net Periodic Postretirement Health
Care Benefit Cost $  164 $  (108)

Effect on the Health Care Component of the
Accumulated Postretirement Benefit Obligation  2,101  (1,710)

Significant Concentrations of Risk within Plan Assets

In addition to establishing the target asset allocation of plan assets, the investment policy also places restrictions on
securities to limit significant concentrations within plan assets.  The investment policy establishes guidelines that govern
maximum market exposure, security restrictions, prohibited asset classes, prohibited types of transactions, minimum
credit quality, average portfolio credit quality, portfolio duration and concentration limits.  The guidelines were
established to mitigate the risk of loss due to significant concentrations in any investment.  The plans are monitored to
control security diversification and ensure compliance with the investment policy.  As of December 31, 2013, the assets
were invested in compliance with all investment limits.  See “Investments Held in Trust for Future Liabilities” section of
Note 1 for limit details.
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Benefit Plan Obligations, Plan Assets and Funded Status as of December 31, 2013 and 2012

The following table provides a reconciliation of the changes in the plans’ benefit obligations, fair value of plan assets and
funded status as of December 31.  The benefit obligation for the defined benefit pension and OPEB plans are the
projected benefit obligation and the accumulated benefit obligation, respectively.

Other Postretirement
Pension Plans Benefit Plans

2013 2012 2013 2012 
Change in Benefit Obligation (in thousands)

Benefit Obligation as of January 1, $ 128,894 $ 121,375 $ 49,370 $ 59,861 
Transfer in Mitchell Plant 50,943 - 14,190 - 
Service Cost  1,029 1,412  447 1,007 
Interest Cost  4,939 5,465  1,832 2,836 
Actuarial (Gain) Loss  (9,053) 9,676  (12,855) 5,265 
Plan Amendment Prior Service Credit  - -  - (16,984)
Benefit Payments  (7,320) (9,034)  (3,313) (3,597)
Participant Contributions  - -  908 784 
Medicare Subsidy  - -  227 198 

Benefit Obligation as of December 31, $  169,432 $ 128,894 $  50,806 $ 49,370 

Change in Fair Value of Plan Assets
Fair Value of Plan Assets as of January 1, $ 108,566 $ 100,633 $ 44,834 $ 39,739 
Transfer in Mitchell Plant 60,348 - 17,575 - 
Actual Gain on Plan Assets  7,984 12,065  2,921 5,626 
Company Contributions  - 4,902  - 2,282 
Participant Contributions  - -  908 784 
Benefit Payments  (7,320) (9,034)  (3,313) (3,597)

Fair Value of Plan Assets as of December 31, $  169,578 $ 108,566 $  62,925 $ 44,834 

Funded (Underfunded) Status as of December
31, $  146 $ (20,328) $  12,119 $ (4,536)

Amounts Recognized on the Balance Sheets as of December 31, 2013 and 2012

Other Postretirement
Pension Plans Benefit Plans

December 31,
2013 2012 2013 2012 

(in thousands)
Special Funds – Prepaid Benefit Costs $  146 $  - $  11,300 $  - 
Accumulated Provision for Pensions and Benefits –

Long-term Benefit Liability  -  (20,328)  819 (4,536)

Funded (Underfunded) Status $  146 $  (20,328) $  12,119 $  (4,536)
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Amounts Included in AOCI and Regulatory Assets as of December 31, 2013 and 2012

Other Postretirement
Pension Plans Benefit Plans

December 31,
2013 2012 2013 2012 

Components (in thousands)
Net Actuarial Loss $  51,587 $ 47,324 $  12,769 $ 26,835 
Prior Service Cost (Credit)  203 195  (24,069)  (22,306)

Recorded as
Regulatory Assets $  42,089 $  47,519 $  (9,631) $  4,529 
Deferred Income Taxes  3,395 -  (584) - 
Net of Tax AOCI  6,306 -  (1,085) - 

Components of the change in amounts included in AOCI and regulatory assets during the years ended December 31, 2013
and 2012 are as follows:

Other Postretirement
Pension Plans Benefit Plans

Years Ended December 31,
2013 2012 2013 2012 

Components (in thousands)
Actuarial (Gain) Loss During the Year $  8,734 $ 5,003 $  (12,382) $ 2,461 
Prior Service (Credit) Cost  50 - (3,784) (16,984)
Amortization of Actuarial Loss  (4,471) (3,677)  (1,684) (1,567)
Amortization of Prior Service Credit (Cost)  (42) (84)  2,021 504 

Change for the Year $  4,271 $ 1,242 $  (15,829) $ (15,586)
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Pension and Other Postretirement Plans’ Assets

The following table presents the classification of pension plan assets within the fair value hierarchy as of December 31,
2013:

Year End
Asset Class Level 1 Level 2 Level 3 Other Total Allocation

(in thousands)
Equities:

Domestic $  39,294 $  - $  - $  - $  39,294  23.2 %
International  18,522  -  -  -  18,522  10.9 %
Real Estate Investment Trusts  2,084  -  -  -  2,084  1.2 %
Common Collective Trust -

International  -  352  -  -  352  0.2 %
Subtotal - Equities  59,900  352  -  -  60,252  35.5 %

Fixed Income:
Common Collective Trust - Debt  -  933  -  -  933  0.5 %
United States Government and

Agency Securities  -  13,922  -  -  13,922  8.2 %
Corporate Debt  -  57,592  -  -  57,592  34.0 %
Foreign Debt  -  12,372  -  -  12,372  7.3 %
State and Local Government  -  1,007  -  -  1,007  0.6 %
Other - Asset Backed  -  1,198  -  -  1,198  0.7 %

Subtotal - Fixed Income  -  87,024  -  -  87,024  51.3 %

Real Estate  -  -  8,575  -  8,575  5.0 %

Alternative Investments  -  -  11,865  -  11,865  7.0 %
Securities Lending  -  1,266  -  -  1,266  0.8 %
Securities Lending Collateral (a)  -  -  -  (1,627)  (1,627)  (0.9)%

Cash and Cash Equivalents  -  1,749  -  -  1,749  1.0 %
Other - Pending Transactions and

Accrued Income (b)  -  -  -  474  474  0.3 %

Total $  59,900 $  90,391 $  20,440 $  (1,153) $  169,578  100.0 %

(a) Amounts in "Other" column primarily represent an obligation to repay cash collateral received as part of the Securities
Lending Program.

(b) Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions pending
settlement.
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The following table sets forth a reconciliation of changes in the fair value of assets classified as Level 3 in the fair value
hierarchy for the pension assets:

Real Alternative Total
Estate Investments Level 3

(in thousands)
Balance as of January 1, 2013 $ 5,076 $ 4,522 $ 9,598 
Transfer in Mitchell Plant 3,052 4,222 7,274 
Actual Return on Plan Assets

Relating to Assets Still Held as of the Reporting Date 641 334 975 
Relating to Assets Sold During the Period  - 337 337 

Purchases and Sales (194) 2,450 2,256 
Transfers into Level 3  -  -  - 
Transfers out of Level 3  -  -  - 

Balance as of December 31, 2013 $  8,575 $  11,865 $  20,440 

The following table presents the classification of OPEB plan assets within the fair value hierarchy as of December 31,
2013:

Year End
Asset Class Level 1 Level 2 Level 3 Other Total Allocation

(in thousands)
Equities:

Domestic $  17,535 $  - $  - $  - $  17,535  27.9 %
International  22,796  -  -  -  22,796  36.2 %
Common Collective Trust -

Global  -  544  -  -  544  0.9 %
Subtotal - Equities  40,331  544  -  -  40,875  65.0 %

Fixed Income:
Common Collective Trust - Debt  -  3,255  -  -  3,255  5.2 %
United States Government and

Agency Securities  -  2,093  -  -  2,093  3.3 %
Corporate Debt  -  4,078  -  -  4,078  6.5 %
Foreign Debt  -  796  -  -  796  1.2 %
State and Local Government  -  171  -  -  171  0.3 %
Other - Asset Backed  -  301  -  -  301  0.5 %

Subtotal - Fixed Income  -  10,694  -  -  10,694  17.0 %

Trust Owned Life Insurance:
International Equities  -  490  -  -  490  0.8 %
United States Bonds  -  7,836  -  -  7,836  12.4 %

Cash and Cash Equivalents  2,527  325  -  -  2,852  4.5 %
Other - Pending Transactions and

Accrued Income (a)  -  -  -  178  178  0.3 %

Total $  42,858 $  19,889 $  - $  178 $  62,925  100.0 %

(a) Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions pending
settlement.
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The following table presents the classification of pension plan assets within the fair value hierarchy as of December 31,
2012:

Year End
Asset Class Level 1 Level 2 Level 3 Other Total Allocation

(in thousands)
Equities:

Domestic $  30,243 $  - $  - $  - $  30,243  27.9 %
International  11,485  -  -  -  11,485  10.5 %
Real Estate Investment Trusts  2,094  -  -  -  2,094  1.9 %
Common Collective Trust -

International  -  100  -  -  100  0.1 %
Subtotal - Equities  43,822  100  -  -  43,922  40.4 %

Fixed Income:
Common Collective Trust - Debt  -  734  -  -  734  0.7 %
United States Government and

Agency Securities  -  16,538  -  -  16,538  15.2 %
Corporate Debt  -  28,555  -  -  28,555  26.3 %
Foreign Debt  -  4,592  -  -  4,592  4.2 %
State and Local Government  -  1,017  -  -  1,017  0.9 %
Other - Asset Backed  -  823  -  -  823  0.8 %

Subtotal - Fixed Income  -  52,259  -  -  52,259  48.1 %

Real Estate  -  -  5,076  -  5,076  4.7 %

Alternative Investments  -  -  4,522  -  4,522  4.2 %
Securities Lending  -  1,857  -  -  1,857  1.7 %
Securities Lending Collateral (a)  -  -  -  (2,100)  (2,100)  (1.9)%

Cash and Cash Equivalents  -  2,907  -  -  2,907  2.7 %
Other - Pending Transactions and

Accrued Income (b)  -  -  -  123  123  0.1 %

Total $  43,822 $  57,123 $  9,598 $  (1,977) $  108,566  100.0 %

(a) Amounts in "Other" column primarily represent an obligation to repay cash collateral received as part of the Securities
Lending Program.

(b) Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions pending
settlement.
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The following table sets forth a reconciliation of changes in the fair value of assets classified as Level 3 in the fair value
hierarchy for the pension assets:

Corporate Real Alternative Total
Debt Estate Investments Level 3

(in thousands)
Balance as of January 1, 2012 $  149 $  3,820 $  3,750 $  7,719 
Actual Return on Plan Assets

Relating to Assets Still Held as of the Reporting Date  -  665  221  886 
Relating to Assets Sold During the Period  (52)  -  107  55 

Purchases and Sales  (97)  591  444  938 
Transfers into Level 3  -  -  -  - 
Transfers out of Level 3  -  -  -  - 

Balance as of December 31, 2012 $  - $  5,076 $  4,522 $  9,598 

The following table presents the classification of OPEB plan assets within the fair value hierarchy as of December 31,
2012:

Year End
Asset Class Level 1 Level 2 Level 3 Other Total Allocation

(in thousands)
Equities:

Domestic $  12,067 $  - $  - $  - $  12,067  26.9 %
International  14,426  -  -  -  14,426  32.2 %

Subtotal - Equities  26,493  -  -  -  26,493  59.1 %

Fixed Income:
Common Collective Trust - Debt  -  2,074  -  -  2,074  4.6 %
United States Government and

Agency Securities  -  2,350  -  -  2,350  5.2 %
Corporate Debt  -  4,427  -  -  4,427  9.9 %
Foreign Debt  -  748  -  -  748  1.7 %
State and Local Government  -  208  -  -  208  0.5 %
Other - Asset Backed  -  281  -  -  281  0.6 %

Subtotal - Fixed Income  -  10,088  -  -  10,088  22.5 %

Trust Owned Life Insurance:
International Equities  -  1,473  -  -  1,473  3.3 %
United States Bonds  -  4,649  -  -  4,649  10.3 %

Cash and Cash Equivalents  1,775  326  -  -  2,101  4.7 %
Other - Pending Transactions and

Accrued Income (a)  -  -  -  30  30  0.1 %

Total $  28,268 $  16,536 $  - $  30 $  44,834  100.0 %

(a) Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions pending
settlement.
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Determination of Pension Expense

The determination of pension expense or income is based on a market-related valuation of assets which reduces
year-to-year volatility.  This market-related valuation recognizes investment gains or losses over a five-year period from
the year in which they occur.  Investment gains or losses for this purpose are the difference between the expected return
calculated using the market-related value of assets and the actual return.

The accumulated benefit obligation for the pension plan is as follows:

December 31,
Accumulated Benefit Obligation 2013 2012 

(in thousands)
Qualified Pension Plan $  166,951 $ 127,325 
Total $  166,951 $ 127,325 

For the underfunded pension plans that had an accumulated benefit obligation in excess of plan assets, the projected
benefit obligation, accumulated benefit obligation and fair value of plan assets of these plans as of December 31, 2012
were as follows:

Underfunded
Pension Plans

2012 
(in thousands)

Projected Benefit Obligation $ 128,894 

Accumulated Benefit Obligation $ 127,325 
Fair Value of Plan Assets 108,566 

Underfunded Accumulated Benefit Obligation $ (18,759)

Estimated Future Benefit Payments and Contributions

KPCo expects contributions and payments for the pension plans of $2.7 million during 2014.  The estimated
contributions to the pension trust are at least the minimum amount required by the Employee Retirement Income Security
Act and additional discretionary contributions may also be made to maintain the funded status of the plan.  

The table below reflects the total benefits expected to be paid from the plan or from KPCo’s assets.  The payments
include the participants’ contributions to the plan for their share of the cost.  In November 2012, changes to the retiree
medical coverage were announced.  Effective for retirements after December 2012, contributions to retiree medical
coverage were capped reducing exposure to future medical cost inflation.  Effective for employees hired after December
2013, retiree medical coverage will not be provided.  The impact of the changes is reflected in the Benefit Plan
Obligation table as plan amendments.  Future benefit payments are dependent on the number of employees retiring,
whether the retiring employees elect to receive pension benefits as annuities or as lump sum distributions, future
integration of the benefit plans with changes to Medicare and other legislation, future levels of interest rates and
variances in actuarial results.  The estimated payments for pension benefits and OPEB are as follows:
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Estimated Payments
Other

Postretirement
Pension Plans Benefit Plans

(in thousands)
2014 $  10,760 $  4,508 
2015  11,334  4,820 
2016  11,489  5,126 
2017  11,946  5,385 
2018  12,674  5,538 
Years 2019 to 2023, in Total  64,896  30,389 

Components of Net Periodic Benefit Cost

The following table provides the components of net periodic benefit cost (credit) for the years ended December 31, 2013
and 2012:

Other Postretirement
Pension Plans Benefit Plans

Years Ended December 31,
2013 2012 2013 2012 

(in thousands)
Service Cost $ 1,029 $ 1,412 $ 447 $ 1,007 
Interest Cost 4,939 5,465 1,832 2,836 
Expected Return on Plan Assets (6,419) (7,392) (2,949) (2,911)
Amortization of Prior Service Cost (Credit) 42 84 (2,021) (504)
Amortization of Net Actuarial Loss 4,471 3,677 1,684 1,567 
Net Periodic Benefit Cost (Credit) 4,062 3,246 (1,007) 1,995 
Capitalized Portion (1,767) (1,438) 438 (884)
Net Periodic Benefit Cost (Credit) 

Recognized in Expense $ 2,295 $ 1,808 $ (569) $ 1,111 

Estimated amounts expected to be amortized to net periodic benefit costs (credits) and the impact on the balance sheet
during 2014 are shown in the following table:

Other
Postretirement

Pension Plans Benefit Plans
Components (in thousands)

Net Actuarial Loss $  4,335 $  734 
Prior Service Cost (Credit)  55  (2,443)
Total Estimated 2014 Amortization $  4,390 $  (1,709)

Expected to be Recorded as
Regulatory Asset $  3,731 $  (1,595)
Deferred Income Taxes  231  (40)
Net of Tax AOCI  428  (74)

Total $  4,390 $  (1,709)
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American Electric Power System Retirement Savings Plan

KPCo participates in an AEP sponsored defined contribution retirement savings plan, the American Electric Power
System Retirement Savings Plan, for substantially all employees.  This qualified plan offers participants an opportunity to
contribute a portion of their pay, includes features under Section 401(k) of the Internal Revenue Code and provides for
matching contributions.  The matching contributions to the plan are 100% of the first 1% of eligible employee
contributions and 70% of the next 5% of contributions.  The cost for matching contributions totaled $1.4 million in both
2013 and 2012.

8.  BUSINESS SEGMENTS

KPCo has one reportable segment, an electricity generation, transmission and distribution business.  KPCo’s other
activities are insignificant.

9.  DERIVATIVES AND HEDGING

OBJECTIVES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS

KPCo is exposed to certain market risks as a major power producer and marketer of wholesale electricity, natural gas,
coal and emission allowances.  These risks include commodity price risk, interest rate risk, credit risk and, to a lesser
extent, foreign currency exchange risk.  These risks represent the risk of loss that may impact KPCo due to changes in the
underlying market prices or rates.  AEPSC, on behalf of KPCo, manages these risks using derivative instruments.

STRATEGIES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS TO ACHIEVE OBJECTIVES

Risk Management Strategies

The strategy surrounding the use of derivative instruments primarily focuses on managing risk exposures, future cash
flows and creating value utilizing both economic and formal hedging strategies.  The risk management strategies also
include the use of derivative instruments for trading purposes, focusing on seizing market opportunities to create value
driven by expected changes in the market prices of the commodities in which AEPSC transacts on behalf of KPCo.  To
accomplish these objectives, AEPSC, on behalf of KPCo, primarily employs risk management contracts including
physical and financial forward purchase-and-sale contracts and, to a lesser extent, OTC swaps and options.  Not all risk
management contracts meet the definition of a derivative under the accounting guidance for “Derivatives and Hedging.” 
Derivative risk management contracts elected normal under the normal purchases and normal sales scope exception are
not subject to the requirements of this accounting guidance.

AEPSC, on behalf of KPCo, enters into power, coal, natural gas, interest rate and, to a lesser extent, heating oil, gasoline
and other commodity contracts to manage the risk associated with the energy business.  AEPSC, on behalf of KPCo,
enters into interest rate derivative contracts in order to manage the interest rate exposure associated with KPCo’s
commodity portfolio.  For disclosure purposes, such risks are grouped as “Commodity,” as these risks are related to
energy risk management activities.  AEPSC, on behalf of KPCo, also engages in risk management of interest rate risk
associated with debt financing and foreign currency risk associated with future purchase obligations denominated in
foreign currencies.  The amount of risk taken is determined by the Commercial Operations and Finance groups in
accordance with the established risk management policies as approved by the Finance Committee of AEP’s Board of
Directors.
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The following table represents the gross notional volume of KPCo’s outstanding derivative contracts as of December 31,
2013 and 2012:

Notional Volume of Derivative Instruments

Volume
December 31, Unit of

Primary Risk Exposure 2013 2012 Measure
(in thousands)

Commodity:
Power  10,071  18,838 MWhs
Coal  2  247 Tons
Natural Gas  509  2,018 MMBtus
Heating Oil and Gasoline  261  269 Gallons
Interest Rate $  2,615 $  4,836 USD

Fair Value Hedging Strategies

AEPSC, on behalf of KPCo, enters into interest rate derivative transactions as part of an overall strategy to manage the
mix of fixed-rate and floating-rate debt.  Certain interest rate derivative transactions effectively modify KPCo’s exposure
to interest rate risk by converting a portion of KPCo’s fixed-rate debt to a floating rate.  Provided specific criteria are
met, these interest rate derivatives are designated as fair value hedges.

Cash Flow Hedging Strategies

AEPSC, on behalf of KPCo, enters into and designates as cash flow hedges certain derivative transactions for the
purchase and sale of power, coal, natural gas and heating oil and gasoline (“Commodity”) in order to manage the variable
price risk related to the forecasted purchase and sale of these commodities.  Management monitors the potential impacts
of commodity price changes and, where appropriate, enters into derivative transactions to protect profit margins for a
portion of future electricity sales and fuel or energy purchases.  KPCo does not hedge all commodity price risk.  

KPCo’s vehicle fleet is exposed to gasoline and diesel fuel price volatility.  AEPSC, on behalf of KPCo, enters into
financial heating oil and gasoline derivative contracts in order to mitigate price risk of future fuel purchases.  For
disclosure purposes, these contracts are included with other hedging activities as “Commodity.”  KPCo does not hedge all
fuel price risk.

AEPSC, on behalf of KPCo, enters into a variety of interest rate derivative transactions in order to manage interest rate
risk exposure.  Some interest rate derivative transactions effectively modify exposure to interest rate risk by converting a
portion of floating-rate debt to a fixed rate.  AEPSC, on behalf of KPCo, also enters into interest rate derivative contracts
to manage interest rate exposure related to future borrowings of fixed-rate debt.  The forecasted fixed-rate debt offerings
have a high probability of occurrence as the proceeds will be used to fund existing debt maturities and projected capital
expenditures.  KPCo does not hedge all interest rate exposure.

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

NOTES TO FINANCIAL STATEMENTS (Continued)

FERC FORM NO. 1 (ED. 12-88) Page 123.38

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 511 of 1829



At times, KPCo is exposed to foreign currency exchange rate risks primarily when KPCo purchases certain fixed assets
from foreign suppliers.  In accordance with AEP’s risk management policy, AEPSC, on behalf of KPCo, may enter into
foreign currency derivative transactions to protect against the risk of increased cash outflows resulting from a foreign
currency’s appreciation against the dollar.  KPCo does not hedge all foreign currency exposure.

ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND THE IMPACT ON KPCo’s FINANCIAL
STATEMENTS

The accounting guidance for “Derivatives and Hedging” requires recognition of all qualifying derivative instruments as
either assets or liabilities on the balance sheets at fair value.  The fair values of derivative instruments accounted for
using MTM accounting or hedge accounting are based on exchange prices and broker quotes.  If a quoted market price is
not available, the estimate of fair value is based on the best information available including valuation models that
estimate future energy prices based on existing market and broker quotes, supply and demand market data and
assumptions.  In order to determine the relevant fair values of the derivative instruments, KPCo applies valuation
adjustments for discounting, liquidity and credit quality.

Credit risk is the risk that a counterparty will fail to perform on the contract or fail to pay amounts due.  Liquidity risk
represents the risk that imperfections in the market will cause the price to vary from estimated fair value based upon
prevailing market supply and demand conditions.  Since energy markets are imperfect and volatile, there are inherent
risks related to the underlying assumptions in models used to fair value risk management contracts.  Unforeseen events
may cause reasonable price curves to differ from actual price curves throughout a contract’s term and at the time a
contract settles.  Consequently, there could be significant adverse or favorable effects on future net income and cash
flows if market prices are not consistent with management’s estimates of current market consensus for forward prices in
the current period.  This is particularly true for longer term contracts.  Cash flows may vary based on market conditions,
margin requirements and the timing of settlement of KPCo’s risk management contracts.

According to the accounting guidance for “Derivatives and Hedging,” KPCo reflects the fair values of derivative
instruments subject to netting agreements with the same counterparty net of related cash collateral.  For certain risk
management contracts, KPCo is required to post or receive cash collateral based on third party contractual agreements
and risk profiles.  For the December 31, 2013 and 2012 balance sheets, KPCo netted $0 and $253 thousand, respectively,
of cash collateral received from third parties against short-term and long-term risk management assets and $1 million and
$2.2 million, respectively, of cash collateral paid to third parties against short-term and long-term risk management
liabilities.
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The following tables represent the gross fair value impact of derivative activity on the balance sheets as of December 31,
2013 and 2012:

Fair Value of Derivative Instruments
December 31, 2013

Gross Amounts Gross Net Amounts of
of Risk Amounts Assets/Liabilities

Risk Management Offset in the Presented in the
Management Assets/ Statement of Statement of 

Contracts Hedging Contracts Liabilities Financial Financial
Balance Sheet Location Commodity (a) Commodity (a) Interest Rate (a) Recognized Position (b) Position (c)

(in thousands)
Derivative Instrument Assets $ 13,826 $ - $ - $ 13,826 $ (6,065) $ 7,761 
Long-Term Portion of Derivative 

Instrument Assets 4,306 - - 4,306 (822) 3,484 
Derivative Instrument Assets – 

Hedges - 85 - 85 (6) 79 

Derivative Instrument Liabilities 10,553 - - 10,553 (6,679) 3,874 
Long-Term Portion of Derivative 

Instrument Liabilities 2,970 - - 2,970 (865) 2,105 
Derivative Instrument Liabilities – 

Hedges - 65 - 65 (6) 59 

Fair Value of Derivative Instruments
December 31, 2012

Gross Amounts Gross Net Amounts of
of Risk Amounts Assets/Liabilities

Risk Management Offset in the Presented in the
Management Assets/ Statement of Statement of 

Contracts Hedging Contracts Liabilities Financial Financial
Balance Sheet Location Commodity (a) Commodity (a) Interest Rate (a) Recognized Position (b) Position (c)

(in thousands)
Derivative Instrument Assets $ 37,565 $ - $ - $ 37,565 $ (24,571) $ 12,994 
Long-Term Portion of Derivative 

Instrument Assets 12,117 - - 12,117 (5,276) 6,841 
Derivative Instrument Assets – 

Hedges - 115 - 115 (52) 63 
Long-Term Portion of Derivative 

Instrument Assets – Hedges - 43 - 43 (2) 41 

Derivative Instrument Liabilities 33,275 - - 33,275 (26,527) 6,748 
Long-Term Portion of Derivative 

Instrument Liabilities 9,469 - - 9,469 (5,852) 3,617 
Derivative Instrument Liabilities – 

Hedges - 324 - 324 (52) 272 
Long-Term Portion of Derivative 

Instrument Liabilities – Hedges - 85 - 85 (2) 83 

(a) Derivative instruments within these categories are reported gross.  These instruments are subject to master netting agreements and are presented on the balance
sheets on a net basis in accordance with the accounting guidance for "Derivatives and Hedging."

(b) Amounts include counterparty netting of risk management and hedging contracts and associated cash collateral in accordance with the accounting guidance
for "Derivatives and Hedging." 

(c) There are no derivative contracts subject to a master netting arrangement or similar agreement which are not offset in the statement of financial position.
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The table below presents KPCo’s activity of derivative risk management contracts for the years ended December 31,
2013 and 2012:

Amount of Gain (Loss) Recognized on 
Risk Management Contracts

Years Ended December 31,
Location of Gain (Loss) 2013 2012 

(in thousands)
Operating Revenues $  1,483 $  (1,597)
Regulatory Liabilities (a)  (1,029)  1,047 

Total Gain (Loss) on Risk Management Contracts $  454 $  (550)

(a) Represents realized and unrealized gains and losses subject to regulatory accounting treatment.

Certain qualifying derivative instruments have been designated as normal purchase or normal sale contracts, as provided
in the accounting guidance for “Derivatives and Hedging.”  Derivative contracts that have been designated as normal
purchases or normal sales under that accounting guidance are not subject to MTM accounting treatment and are
recognized on the statements of income on an accrual basis.

KPCo’s accounting for the changes in the fair value of a derivative instrument depends on whether it qualifies for and has
been designated as part of a hedging relationship and further, on the type of hedging relationship.  Depending on the
exposure, management designates a hedging instrument as a fair value hedge or a cash flow hedge.

For contracts that have not been designated as part of a hedging relationship, the accounting for changes in fair value
depends on whether the derivative instrument is held for trading purposes.  Unrealized and realized gains and losses on
derivative instruments held for trading purposes are included in revenues on a net basis on KPCo’s  statements of income.
 Unrealized and realized gains and losses on derivative instruments not held for trading purposes are included in revenues
or expenses on KPCo’s statements of income depending on the relevant facts and circumstances.  However, unrealized
and some realized gains and losses for both trading and non-trading derivative instruments are recorded as regulatory
assets (for losses) or regulatory liabilities (for gains), in accordance with the accounting guidance for “Regulated
Operations.”

Accounting for Fair Value Hedging Strategies

For fair value hedges (i.e. hedging the exposure to changes in the fair value of an asset, liability or an identified portion
thereof attributable to a particular risk), the gain or loss on the derivative instrument as well as the offsetting gain or loss
on the hedged item associated with the hedged risk affects Net Income during the period of change.

KPCo records realized and unrealized gains or losses on interest rate swaps that qualify for fair value hedge accounting
treatment and any offsetting changes in the fair value of the debt being hedged in Interest on Long-term Debt on the
statements of income.  During 2013 and 2012, KPCo did not designate any fair value hedging strategies.
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Accounting for Cash Flow Hedging Strategies

For cash flow hedges (i.e. hedging the exposure to variability in expected future cash flows that is attributable to a
particular risk), KPCo initially reports the effective portion of the gain or loss on the derivative instrument as a
component of Accumulated Other Comprehensive Income on the balance sheets until the period the hedged item affects
Net Income.  KPCo recognizes any hedge ineffectiveness as a regulatory asset (for losses) or a regulatory liability (for
gains).

Realized gains and losses on derivative contracts for the purchase and sale of power, coal and natural gas designated as
cash flow hedges are included in Operating Revenues or Operation Expenses on the statements of income, or in
regulatory assets or regulatory liabilities on the balance sheets, depending on the specific nature of the risk being hedged. 
During 2013 and 2012, KPCo designated power, coal and natural gas derivatives as cash flow hedges.

KPCo reclassifies gains and losses on heating oil and gasoline derivative contracts designated as cash flow hedges from
Accumulated Other Comprehensive Income on its balance sheets into Operation Expenses, Maintenance Expenses or
Depreciation Expense, as it relates to capital projects, on  the statements of income.  During 2013 and 2012, KPCo
designated heating oil and gasoline derivatives as cash flow hedges.

KPCo reclassifies gains and losses on interest rate derivative hedges related to debt financings from Accumulated Other
Comprehensive Income on its balance sheets into Interest on Long-term Debt on its statements of income in those periods
in which hedged interest payments occur.  During 2013 and 2012, KPCo did not designate any interest rate derivatives as
cash flow hedges.

The accumulated gains or losses related to foreign currency hedges are reclassified from Accumulated Other
Comprehensive Income on KPCo’s balance sheets into Depreciation Expense on the statements of income over the
depreciable lives of the fixed assets designated as the hedged items in qualifying foreign currency hedging relationships. 
During 2013 and 2012, KPCo did not designate any foreign currency derivatives as cash flow hedges.

During 2013 and 2012, hedge ineffectiveness was immaterial or nonexistent for all cash flow hedge strategies disclosed
above.

For details on designated, effective cash flow hedges included in Accumulated Other Comprehensive Income on the
balance sheets and the reasons for changes in cash flow hedges, see Note 2.
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Cash flow hedges included in Accumulated Other Comprehensive Income on the balance sheets as of December 31, 2013
and 2012 were:

Impact of Cash Flow Hedges on the Balance Sheet
December 31, 2013

Commodity Interest Rate Total
(in thousands)

Hedging Assets (a) $  79 $  - $  79 
Hedging Liabilities (a)  59  -  59 
AOCI Gain (Loss) Net of Tax  23  (222)  (199)
Portion Expected to be Reclassified to Net

Income During the Next Twelve Months  23  (60)  (37)

Impact of Cash Flow Hedges on the Balance Sheet
December 31, 2012

Commodity Interest Rate Total
(in thousands)

Hedging Assets (a) $  63 $  - $  63 
Hedging Liabilities (a)  272  -  272 
AOCI Loss Net of Tax  (127)  (282)  (409)
Portion Expected to be Reclassified to Net

Income During the Next Twelve Months  (100)  (60)  (160)

(a) Hedging Assets and Hedging Liabilities are included in Derivative Instrument Assets – Hedges and Derivative
Instrument Liabilities – Hedges on the balance sheets.

The actual amounts that KPCo reclassifies from Accumulated Other Comprehensive Income to Net Income can differ
from the estimate above due to market price changes.  As of December 31, 2013, the maximum length of time that KPCo
is hedging (with contracts subject to the accounting guidance for “Derivatives and Hedging”) its exposure to variability in
future cash flows related to forecasted transactions was 12 months.

Credit Risk

AEPSC, on behalf of KPCo, limits credit risk in KPCo’s wholesale marketing and trading activities by assessing the
creditworthiness of potential counterparties before entering into transactions with them and continuing to evaluate their
creditworthiness on an ongoing basis.  AEPSC, on behalf of KPCo, uses Moody’s, Standard and Poor’s and current
market-based qualitative and quantitative data as well as financial statements to assess the financial health of
counterparties on an ongoing basis.  
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When AEPSC, on behalf of KPCo, uses standardized master agreements, these agreements may include collateral
requirements.  These master agreements facilitate the netting of cash flows associated with a single counterparty.  Cash,
letters of credit and parental/affiliate guarantees may be obtained as security from counterparties in order to mitigate
credit risk.  The collateral agreements require a counterparty to post cash or letters of credit in the event an exposure
exceeds the established threshold.  The threshold represents an unsecured credit limit which may be supported by a
parental/affiliate guaranty, as determined in accordance with AEP’s credit policy.  In addition, collateral agreements
allow for termination and liquidation of all positions in the event of a failure or inability to post collateral.

Collateral Triggering Events

Under the tariffs of the RTOs and Independent System Operators (ISOs) and a limited number of derivative and
non-derivative contracts primarily related to competitive retail auction loads, KPCo is obligated to post an additional
amount of collateral if certain credit ratings decline below investment grade.  The amount of collateral required fluctuates
based on market prices and total exposure.  On an ongoing basis, AEP’s risk management organization assesses the
appropriateness of these collateral triggering items in contracts.  KPCo has not experienced a downgrade below
investment grade.  The following table represents: (a) KPCo’s fair value of such derivative contracts, (b) the amount of
collateral KPCo would have been required to post for all derivative and non-derivative contracts if the credit ratings had
declined below investment grade and (c) how much was attributable to RTO and ISO activities as of December 31, 2013
and 2012:

December 31,
2013 2012 

(in thousands)
Liabilities for Derivative Contracts with Credit Downgrade Triggers $  118 $  432 
Amount of Collateral KPCo Would Have Been Required to Post  565  741 
Amount Attributable to RTO and ISO Activities  522  703 

In addition, a majority of KPCo’s non-exchange traded commodity contracts contain cross-default provisions that, if
triggered, would permit the counterparty to declare a default and require settlement of the outstanding payable.  These
cross-default provisions could be triggered if there was a non-performance event by Parent or the obligor under
outstanding debt or a third party obligation in excess of $50 million.  On an ongoing basis, AEP’s risk management
organization assesses the appropriateness of these cross-default provisions in the contracts.  The following table
represents: (a) the fair value of these derivative liabilities subject to cross-default provisions prior to consideration of
contractual netting arrangements, (b) the amount this exposure has been reduced by cash collateral posted by KPCo and
(c) if a cross-default provision would have been triggered, the settlement amount that would be required after considering
KPCo’s contractual netting arrangements as of December 31, 2013 and 2012:

December 31,
2013 2012 

(in thousands)
Liabilities for Contracts with Cross Default Provisions Prior to Contractual
   Netting Arrangements $  4,039 $  9,907 
Amount of Cash Collateral Posted  -  365 
Additional Settlement Liability if Cross Default Provision is Triggered  3,817  6,041 
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10. FAIR VALUE MEASUREMENTS

Fair Value Measurements of Long-term Debt

The fair values of Long-term Debt are based on quoted market prices, without credit enhancements, for the same or
similar issues and the current interest rates offered for instruments with similar maturities classified as Level 2
measurement inputs.  These instruments are not marked-to-market.  The estimates presented are not necessarily indicative
of the amounts that could be realized in a current market exchange.

The book values and fair values of Long-term Debt as of December 31, 2013 and 2012 are summarized in the following
table:

December 31,
2013 2012 

Book Value Fair Value Book Value Fair Value
(in thousands)

Long-term Debt $  749,389 $  841,594 $ 549,222 $ 708,566 

Fair Value Measurements of Financial Assets and Liabilities

For a discussion of fair value accounting and the classification of assets and liabilities within the fair value hierarchy, see
the “Fair Value Measurements of Assets and Liabilities” section of Note 1.

The following tables set forth, by level within the fair value hierarchy, KPCo’s financial assets and liabilities that were
accounted for at fair value on a recurring basis as of December 31, 2013 and 2012.  As required by the accounting
guidance for “Fair Value Measurements and Disclosures,” financial assets and liabilities are classified in their entirety
based on the lowest level of input that is significant to the fair value measurement.  Management’s assessment of the
significance of a particular input to the fair value measurement requires judgment and may affect the valuation of fair
value assets and liabilities and their placement within the fair value hierarchy levels.  There have not been any significant
changes in management’s valuation techniques.
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Assets and Liabilities Measured at Fair Value on a Recurring Basis
December 31, 2013

Assets: Level 1 Level 2 Level 3 Other Total
(in thousands)

Derivative Instrument Assets
Risk Management Commodity Contracts (a) (b) $ 170 $ 11,168 $ 2,487 $ (6,064) $ 7,761 

Derivative Instrument Assets – Hedges
Cash Flow Hedges – Commodity (a) - 85 - (6) 79 

Total Assets $ 170 $ 11,253 $ 2,487 $ (6,070) $ 7,840 

Liabilities:

Derivative Instrument Liabilities
Risk Management Commodity Contracts (a) (b) $ 144 $ 10,092 $ 316 $ (6,678) $ 3,874 

Derivative Instrument Liabilities – Hedges
Cash Flow Hedges – Commodity (a) - 65 - (6) 59 

Total Liabilities $ 144 $ 10,157 $ 316 $ (6,684) $ 3,933 

Assets and Liabilities Measured at Fair Value on a Recurring Basis
December 31, 2012

Assets: Level 1 Level 2 Level 3 Other Total
(in thousands)

Derivative Instrument Assets
Risk Management Commodity Contracts (a) (b) $ 833 $ 33,315 $ 3,417 $ (24,571) $ 12,994 

Derivative Instrument Assets - Hedges
Cash Flow Hedges – Commodity (a) - 103 - (40) 63 

Total Assets $ 833 $ 33,418 $ 3,417 $ (24,611) $ 13,057 

Liabilities:

Derivative Instrument Liabilities
Risk Management Commodity Contracts (a) (b) $ 392 $ 31,665 $ 1,218 $ (26,527) $ 6,748 

Derivative Instrument Liabilities - Hedges
Cash Flow Hedges – Commodity (a) - 312 - (40) 272 

Total Liabilities $ 392 $ 31,977 $ 1,218 $ (26,567) $ 7,020 

(a) Amounts in “Other” column primarily represent counterparty netting of risk management and hedging contracts and associated
cash collateral under the accounting guidance for “Derivatives and Hedging.”

(b) Substantially comprised of power contracts.

There have been no transfers between Level 1 and Level 2 during the years ended December 31, 2013 and 2012.
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The following tables set forth a reconciliation of changes in the fair value of net trading derivatives and other investments
classified as Level 3 in the fair value hierarchy:

Net Risk Management
Year Ended December 31, 2013 Assets (Liabilities)

(in thousands)
Balance as of December 31, 2012 $  2,199 
Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)  (732)
Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)

Relating to Assets Still Held at the Reporting Date (a)  - 
Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income  - 
Purchases, Issuances and Settlements (c)  101 
Transfers into Level 3 (d) (e)  273 
Transfers out of Level 3 (e) (f)  (187)
Changes in Fair Value Allocated to Regulated Jurisdictions (g)  517 

Balance as of December 31, 2013 $  2,171 

Net Risk Management
Year Ended December 31, 2012 Assets (Liabilities)

(in thousands)
Balance as of December 31, 2011 $  416 
Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)  (1,071)
Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)

Relating to Assets Still Held at the Reporting Date (a)  - 
Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income  5 
Purchases, Issuances and Settlements (c)  2,282 
Transfers into Level 3 (d) (e)  309 
Transfers out of Level 3 (e) (f)  (434)
Changes in Fair Value Allocated to Regulated Jurisdictions (g)  692 

Balance as of December 31, 2012 $  2,199 

(
a)

Included in revenues on KPCo’s statements of income.

(b) Represents the change in fair value between the beginning of the reporting period and the settlement of the risk
management commodity contract.

(c) Represents the settlement of risk management commodity contracts for the reporting period.
(d) Represents existing assets or liabilities that were previously categorized as Level 2.
(e) Transfers are recognized based on their value at the beginning of the reporting period that the transfer occurred.
(f) Represents existing assets or liabilities that were previously categorized as Level 3.
(g) Relates to the net gains (losses) of those contracts that are not reflected on KPCo’s statements of income.  These

net gains (losses) are recorded as regulatory assets/liabilities.
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The following tables quantify the significant unobservable inputs used in developing the fair value of Level 3 positions as
of December 31, 2013 and 2012:

Significant Unobservable Inputs
December 31, 2013

Fair Value Valuation Significant Forward Price Range
Assets Liabilities Technique Unobservable Input (a) Low High

(in thousands)
Energy Contracts $  1,924 $  198 Discounted Cash Flow Forward Market Price $  13.04 $  80.50 
FTRs  563  118 Discounted Cash Flow Forward Market Price  (5.10)  10.44 
Total $  2,487 $  316 

Significant Unobservable Inputs
December 31, 2012

Fair Value Valuation Significant Forward Price Range
Assets Liabilities Technique Unobservable Input (a) Low High

(in thousands)
Energy Contracts $  3,067 $  786 Discounted Cash Flow Forward Market Price $  9.40 $  68.80 
FTRs  350  432 Discounted Cash Flow Forward Market Price  (3.21)  14.79 
Total $  3,417 $  1,218 

(a) Represents market prices in dollars per MWh.

11.  INCOME TAXES

The details of income taxes as reported are as follows:

Years Ended December 31,
2013 2012

(in thousands)
Charged (Credited) to Operating Expenses, Net:

Current $ 5,239 $ 13,342 
Deferred
Deferred Investment Tax Credits 17,134 10,184 

(230) (278)

Total 22,143 23,248 

Charged (Credited) to Nonoperating Income, Net:
Current 684 (742)
Deferred (12,689) (104)

Total (12,005) (846)

Income Tax Expense $ 10,138 $ 22,402 
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The following is a reconciliation of the difference between the amount of federal income taxes computed by multiplying
book income before income taxes by the federal statutory tax rate and the amount of income taxes reported:

Years Ended December 31,
2013 2012 

(in thousands)
Net Income $  13,872 $  50,978 
Income Tax Expense  10,138  22,402 

Pretax Income $  24,010 $  73,380 

Income Taxes on Pretax Income at Statutory Rate (35%) $ 8,404 $ 25,683 
Increase (Decrease) in Income Taxes resulting from the following items:

Depreciation  2,648  2,382 
AFUDC  (749)  (894)
Removal Costs  (2,475)  (3,885)
Investment Tax Credits, Net  (230)  (278)
State and Local Income Taxes, Net  1,626  1,516 
Parent Company Loss Benefit  (293)  (1,292)
Other  1,207  (830)

Income Tax Expense $ 10,138 $ 22,402 

Effective Income Tax Rate 42.2% 30.5%

The following table shows elements of net deferred tax liability and significant temporary differences:

December 31,
2013 2012 

(in thousands)
Deferred Tax Assets $  56,348 $  28,380 
Deferred Tax Liabilities  (613,126)  (385,153)

Net Deferred Tax Liabilities $  (556,778) $  (356,773)

Property Related Temporary Differences $  (437,346) $  (271,200)
Amounts Due from Customers for Future Federal Income Taxes  (29,842)  (29,800)
Deferred State Income Taxes  (80,444)  (42,345)
Deferred Income Taxes on Other Comprehensive Loss  2,918  220 
Regulatory Assets  (17,063)  (20,604)
All Other, Net  4,999 6,956 

Net Deferred Tax Liabilities $ (556,778) $ (356,773)
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AEP System Tax Allocation Agreement

KPCo joins in the filing of a consolidated federal income tax return with its affiliates in the AEP System.  The allocation
of the AEP System’s current consolidated federal income tax to the AEP System companies allocates the benefit of
current tax losses to the AEP System companies giving rise to such losses in determining their current tax expense.  The
tax benefit of the Parent is allocated to its subsidiaries with taxable income.  With the exception of the loss of the Parent,
the method of allocation reflects a separate return result for each company in the consolidated group.

Federal and State Income Tax Audit Status

KPCo and other AEP subsidiaries are no longer subject to U.S. federal examination for years before 2011. The IRS
examination of years 2009 and 2010 started in October 2011 and was completed in the second quarter of 2013.  Although
the outcome of tax audits is uncertain, in management’s opinion, adequate provisions for federal income taxes have been
made for potential liabilities resulting from such matters.  In addition, KPCo accrues interest on these uncertain tax
positions.  Management is not aware of any issues for open tax years that upon final resolution are expected to materially
impact net income.

KPCo and other AEP subsidiaries file income tax returns in various state and local jurisdictions.  These taxing authorities
routinely examine the tax returns.  KPCo and other AEP subsidiaries are currently under examination in several state and
local jurisdictions.  However, it is possible that previously filed tax returns have positions that may be challenged by
these tax authorities.  Management believes that adequate provisions for income taxes have been made for potential
liabilities resulting from such challenges and that the ultimate resolution of these audits will not materially impact net
income. 

Tax Credit Carryforward

Federal net income tax operating losses sustained in 2011 and 2009, along with lower federal taxable income in 2010,
resulted in unused federal income tax credits.  As of December 31, 2013, KPCo had federal general business tax credit
carryforwards of $232 thousand.  If these credits are not utilized, $218 thousand of federal general business tax credits
will expire in the years 2029 through 2032.

KPCo anticipates future federal taxable income will be sufficient to realize the tax benefits of the federal tax credits
before they expire unused.

Uncertain Tax Positions

KPCo recognizes interest accruals related to uncertain tax positions in interest income or expense as applicable, and
penalties in Penalties in accordance with the accounting guidance for “Income Taxes.”

The following table shows amounts reported for interest expense and interest income:

Years Ended December 31,
2013 2012 

(in thousands)
Interest Expense $  - $  23 
Interest Income  99  - 
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The following table shows balances for amounts accrued for the receipt of interest and the payment of interest and
penalties:

December 31,
2013 2012 

(in thousands)
Accrual for Receipt of Interest $  1 $  1 
Accrual for Payment of Interest and Penalties  98  92 

The reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

2013 2012 
(in thousands)

Balance as of January 1, $  1,333 $  1,608 
Increase - Tax Positions Taken During a Prior Period  -  - 
Decrease - Tax Positions Taken During a Prior Period  (725)  (93)
Increase - Tax Positions Taken During the Current Year  -  - 
Decrease - Tax Positions Taken During the Current Year  -  - 
Decrease - Settlements with Taxing Authorities  -  (182)
Decrease - Lapse of the Applicable Statute of Limitations  -  - 

Balance as of December 31, $  608 $  1,333 

There are no unrecognized tax benefits that affected the effective tax rate for 2013 and 2012. Management believes there
will be no significant net increase or decrease in unrecognized tax benefits within 12 months of the reporting date.

Federal Tax Legislation

The American Taxpayer Relief Act of 2012 (the 2012 Act) was enacted in January 2013.  Included in the 2012 Act was a
one-year extension of the 50% bonus depreciation.  The 2012 Act also retroactively extended the life of research and
development, employment and several energy tax credits, which expired at the end of 2011.  The enacted provisions did
not materially impact KPCo’s net income or financial condition but had a favorable impact on cash flows in 2013.

Federal Tax Regulations

In 2013, the U.S. Treasury Department issued final and re-proposed regulations regarding the deduction and
capitalization of expenditures related to tangible property, effective for the tax years beginning in 2014.  In addition, the
IRS issued Revenue Procedures under the Industry Issue Resolutions program that provides specific guidance for the
implementation of the regulations for the electric utility industry.  The impact of these final regulations is not material to
KPCo’s net income, cash flows or financial condition.
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State Tax Legislation

In May 2011, Michigan repealed its Business Tax regime and replaced it with a traditional corporate net income tax rate
of 6%, effective January 1, 2012.  

During the third quarter of 2013, it was determined that the state of West Virginia had achieved certain minimum levels
of shortfall reserve funds.  As a result, the West Virginia corporate income tax rate will be reduced from 7% to 6.5% in
2014.  The enacted provisions will not materially impact KPCo’s net income, cash flows or financial condition.

12.  LEASES

Leases of property, plant and equipment are for remaining periods up to 10 years and require payments of related
property taxes, maintenance and operating costs.  The majority of the leases have purchase or renewal options and will be
renewed or replaced by other leases.

Lease rentals for both operating and capital leases are generally charged to Operation Expenses and Maintenance
Expenses in accordance with rate-making treatment for regulated operations.  The components of rental costs are as
follows:

Years Ended December 31,
Lease Rental Costs 2013 2012 

(in thousands)
Net Lease Expense on Operating Leases $ 1,379 $ 1,133 
Amortization of Capital Leases 1,471 1,442 
Interest on Capital Leases 251 242 

Total Lease Rental Costs $ 3,101 $ 2,817 

The following table shows the property, plant and equipment under capital leases and related obligations recorded on the
balance sheets.

December 31,
2013 2012 

(in thousands)
Property, Plant and Equipment Under Capital Leases

Production $  2,854 $ 683 
Other Property, Plant and Equipment  3,425 4,500 
Total Property, Plant and Equipment Under Capital Leases  6,279  5,183 
Accumulated Amortization  1,869  2,105 

Net Property, Plant and Equipment Under Capital Leases $  4,410 $  3,078 

Obligations Under Capital Leases
Noncurrent $  3,420 $  1,674 
Current  990  1,404 

Total Obligations Under Capital Leases $  4,410 $  3,078 
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Future minimum lease payments consisted of the following as of December 31, 2013:

Noncancelable
Future Minimum Lease Payments Capital Leases Operating Leases

(in thousands)
2014 $  1,147 $  1,324 
2015  1,025  1,153 
2016  812  1,091 
2017  672  923 
2018  471  629 
Later Years  851  1,493 

Total Future Minimum Lease Payments  4,978 $  6,613 

Less Estimated Interest Element  568 

Estimated Present Value of Future Minimum Lease Payments $  4,410 

Master Lease Agreements

KPCo leases certain equipment under master lease agreements.  Under the lease agreements, the lessor is guaranteed a
residual value up to a stated percentage of either the unamortized balance or the equipment cost at the end of the lease
term.  If the actual fair value of the leased equipment is below the guaranteed residual value at the end of the lease term,
KPCo is committed to pay the difference between the actual fair value and the residual value guarantee.  Historically, at
the end of the lease term the fair value has been in excess of the unamortized balance.  As of December 31, 2013, the
maximum potential loss for these lease agreements was approximately $1.1 million assuming the fair value of the
equipment is zero at the end of the lease term.

13.  FINANCING ACTIVITIES

Long-term Debt

There are certain limitations on establishing liens against KPCo’s assets under its indentures.  None of the long-term debt
obligations of KPCo have been guaranteed or secured by AEP or any of its affiliates.

The following details long-term debt outstanding as of December 31, 2013 and 2012:

Weighted
Average

Interest rate as of Interest Rate Ranges as of Outstanding as of
December 31, December 31, December 31,

Type of Debt Maturity 2013 2013 2012 2013 2012 
(in thousands)

Senior Unsecured Notes 2017-2039 6.40% 5.625%-8.13% 5.625%-8.13% $  530,000 $ 530,000 
Notes Payable - Affiliated 2015 5.25% 5.25% 5.25%  20,000  20,000 
Other Long-term Debt (a) 2015 1.188% 1.188%  200,000  - 
Unamortized Discount, Net  (611)  (778)

Total Long-term Debt Outstanding $  749,389 $ 549,222 

(a)  In July 2013, AGR, APCo, KPCo and OPCo entered into a $1 billion term credit facility due in May 2015 to provide liquidity during the
corporate separation process.  In 2013, OPCo borrowed $1 billion under the credit facility and retired other certain debt.  On December 31,
2013, OPCo assigned the $1 billion in credit facility borrowings to AGR upon the transfer of OPCo’s generation assets to AGR.  Also on
December 31, 2013, AGR subsequently assigned a portion of the borrowings to KPCo in the amount of $200 million upon AGR’s transfer of
certain of those generation assets. 
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Long-term debt outstanding as of December 31, 2013 is payable as follows:

After
2014 2015 2016 2017 2018 2018 Total

(in thousands)
Principal Amount $  - $  220,000 $  - $  325,000 $  - $  205,000 $  750,000 
Unamortized Discount, Net  (611)
Total Long-term Debt

Outstanding $  749,389 

Dividend Restrictions

KPCo pays dividends to Parent provided funds are legally available.  Various financing arrangements and regulatory
requirements may impose certain restrictions on the ability of KPCo to transfer funds to Parent in the form of dividends.

Federal Power Act

The Federal Power Act prohibits KPCo from participating “in the making or paying of any dividends of such public
utility from any funds properly included in capital account.”  The term “capital account” is not defined in the Federal
Power Act or its regulations.  Management understands “capital account” to mean the book value of the common stock. 
This restriction does not limit the ability of KPCo to pay dividends out of retained earnings.

Leverage Restrictions

Pursuant to the credit agreement leverage restrictions, KPCo must maintain a percentage of debt to total capitalization at
a level that does not exceed 67.5%.  As of December 31, 2013, none of KPCo’s retained earnings have restrictions related
to the payment of dividends to Parent.

Utility Money Pool – AEP System

The AEP System uses a corporate borrowing program to meet the short-term borrowing needs of AEP’s subsidiaries. 
The corporate borrowing program includes a Utility Money Pool, which funds AEP’s utility subsidiaries.  The AEP
System Utility Money Pool operates in accordance with the terms and conditions of the AEP System Utility Money Pool
agreement filed with the FERC.  The amounts of outstanding borrowings from the Utility Money Pool as of December
31, 2013 and 2012 are included in Notes Payable to Associated Companies on the balance sheets.  KPCo’s Utility Money
Pool activity and corresponding authorized borrowing limits for the years ended December 31, 2013 and 2012 are
described in the following table:

Maximum Maximum Average Average Borrowings Authorized
Borrowings Loans Borrowings Loans from the Utility Short-Term

from the Utility to the Utility from the Utility to the Utility Money Pool as of Borrowing
Year Money Pool Money Pool Money Pool Money Pool December 31, Limit

(in thousands)
2013 $  32,649 $  31,421 $  10,911 $  14,584 $  8,564 $  250,000 
2012  13,359  80,205  9,200  46,187  13,359  250,000 
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Maximum, minimum and average interest rates for funds either borrowed from or loaned to the Utility Money Pool for
the years ended December 31, 2013 and 2012 are summarized in the following table:

Maximum Minimum Maximum Minimum Average Average
Interest Rate Interest Rate Interest Rate Interest Rate Interest Rate Interest Rate

for Funds for Funds for Funds for Funds for Funds for Funds
Borrowed Borrowed Loaned Loaned Borrowed Loaned 

Year Ended from the Utility  from the Utility to the Utility  to the Utility  from the Utility to the Utility
December 31, Money Pool Money Pool Money Pool Money Pool Money Pool Money Pool

2013  0.43 %  0.29 %  0.41 %  0.24 %  0.37 %  0.32 %
2012  0.42 %  0.42 %  0.56 %  0.39 %  0.42 %  0.48 %

Interest expense and interest income related to the Utility Money Pool are included in Interest on Debt to Associated
Companies and Interest and Dividend Income, respectively, on the statements of income.  For amounts borrowed from
and advanced to the Utility Money Pool, KPCo incurred the following amounts of interest expense and earned the
following amounts of interest income for the years ended December 31, 2013 and 2012:

Years Ended December 31,
2013 2012 

(in thousands)
Interest Expense $  12 $  1 
Interest Income  36  222 

Sale of Receivables – AEP Credit

Under a sale of receivables arrangement, KPCo sells, without recourse, certain of its customer accounts receivable and
accrued unbilled revenue balances to AEP Credit and is charged a fee based on AEP Credit’s financing costs,
administrative costs and uncollectible accounts experience for KPCo’s receivables.  KPCo manages and services its
accounts receivable sold.

In June 2013, AEP Credit amended its receivables securitization agreement to extend through June 2014.  The agreement
provides a commitment of $700 million from bank conduits to purchase receivables.  AEP Credit amended a commitment
of $385 million to now expire in June 2014.  The remaining commitment of $315 million expires in June 2015.  AEP
Credit intends to extend or replace the agreement expiring in June 2014 on or before its maturity.

KPCo’s amount of accounts receivable and accrued unbilled revenues sold under the sale of receivables agreement was
$43 million and $46 million as of December 31, 2013 and 2012, respectively.

The fees paid by KPCo to AEP Credit for customer accounts receivable sold were $2 million for each of the years ended
December 31, 2013 and 2012.

KPCo’s proceeds on the sale of receivables to AEP Credit were $522 million and $517 million for the years ended
December 31, 2013 and 2012, respectively.
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14.  RELATED PARTY TRANSACTIONS

For other related party transactions, also see “AEP System Tax Allocation Agreement” section of Note 11 in addition to
“Utility Money Pool – AEP System” and “Sale of Receivables – AEP Credit” sections of Note 13.

Interconnection Agreement

In accordance with management’s December 2010 announcement and October 2012 filing with the FERC, the
Interconnection Agreement was terminated effective January 1, 2014.  The AEP System Interim Allowance Agreement
which provided for, among other things, the transfer of SO2 emission allowances associated with transactions under the

Interconnection Agreement was also terminated.  

APCo, I&M, KPCo, OPCo and AEPSC were parties to the Interconnection Agreement which defined the sharing of costs
and benefits associated with the respective generating plants.  This sharing was based upon each AEP utility subsidiary’s
MLR and was calculated monthly on the basis of each AEP utility subsidiary’s maximum peak demand in relation to the
sum of the maximum peak demands of all four AEP utility subsidiaries during the preceding 12 months.

Effective January 1, 2014, the FERC approved the creation of the Power Coordination Agreement among APCo, I&M
and KPCo with AEPSC as the agent to coordinate the participants’ respective power supply resources.  Also effective
January 1, 2014, the FERC approved the Bridge Agreement among AGR, APCo, I&M, KPCo and OPCo with AEPSC as
agent to address open commitments related to the termination of the Interconnection Agreement and responsibilities to
PJM.  See “Corporate Separation and Termination of Interconnection Agreement” section of Note 3.

Prior to January 1, 2014, power, natural gas and risk management activities were conducted by AEPSC and profits and
losses were allocated under the SIA to members of the Interconnection Agreement, PSO and SWEPCo.  Risk
management activities involved the purchase and sale of power and natural gas under physical forward contracts at fixed
and variable prices.  In addition, the risk management of power, and to a lesser extent natural gas contracts, included
exchange traded futures and options and OTC options and swaps.  The majority of these transactions represented physical
forward contracts in the AEP System’s traditional marketing area and were typically settled by entering into offsetting
contracts.  In addition, AEPSC entered into transactions for the purchase and sale of power and natural gas options,
futures and swaps, and for the forward purchase and sale of power outside of the AEP System’s traditional marketing
area.

Operating Agreement

PSO, SWEPCo and AEPSC are parties to the Operating Agreement which was approved by the FERC.  The Operating
Agreement requires PSO and SWEPCo to maintain adequate annual planning reserve margins and requires that capacity
in excess of the required margins be made available for sale to other operating companies as capacity commitments. 
Parties are compensated for energy delivered to recipients based upon the deliverer’s incremental cost plus a portion of
the recipient’s savings realized by the purchaser that avoids more costly alternatives.  Revenues and costs arising from
third party sales are generally shared based on the amount of energy PSO or SWEPCo contributes that is sold to third
parties.
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System Integration Agreement (SIA)

The SIA provides for the integration and coordination of AEP East Companies’ and AEP West Companies’ zones.  This
includes joint dispatch of generation within the AEP System and the distribution, between the two zones, of costs and
benefits associated with the transfers of power between the two zones (including sales to third parties and risk
management and trading activities).  The SIA is designed to function as an umbrella agreement in addition to the
Interconnection Agreement (prior to January 1, 2014) and the Operating Agreement, each of which controls the
distribution of costs and benefits within a zone.

Power generated, allocated or provided under the Interconnection Agreement or the Operating Agreement is primarily
sold to customers at rates approved by the public utility commission in the jurisdiction of sale.

Under both the Interconnection Agreement and the Operating Agreement, power generated that is not needed to serve the
AEP System’s native load is sold in the wholesale market by AEPSC on behalf of the generating subsidiary.

Affiliated Revenues and Purchases 

The following table shows the revenues derived from sales under the Interconnection Agreement, direct sales to affiliates,
net transmission agreement sales and other revenues for the years ended December 31, 2013 and 2012:

Years Ended December 31,
Related Party Revenues 2013 2012 

(in thousands)
Sales under Interconnection Agreement $ 43,496 $ 32,513 
Direct Sales to West Affiliates  119  64 
Transmission Agreement Sales  862  3,022 
Other Revenues 262 270 

The following table shows the purchased power expenses incurred for purchases under the Interconnection Agreement
and from affiliates for the years ended December 31, 2013 and 2012:

Years Ended December 31,
Related Party Purchases 2013 2012 

(in thousands)
Purchases under Interconnection Agreement $ 167,701 $ 125,726 
Direct Purchases from West Affiliates 1  11 
Purchases from AEGCo  107,794  102,371 

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

NOTES TO FINANCIAL STATEMENTS (Continued)

FERC FORM NO. 1 (ED. 12-88) Page 123.57

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 530 of 1829



System Transmission Integration Agreement

AEP’s System Transmission Integration Agreement provides for the integration and coordination of the planning,
operation and maintenance of the transmission facilities of AEP East Companies’ and AEP West Companies’ zones. 
Similar to the SIA, the System Transmission Integration Agreement functions as an umbrella agreement in addition to the
Transmission Agreement (TA) and the Transmission Coordination Agreement (TCA).  The System Transmission
Integration Agreement contains two service schedules that govern:

• The allocation of transmission costs and revenues.
• The allocation of third-party transmission costs and revenues and AEP System dispatch costs.

The System Transmission Integration Agreement anticipates that additional service schedules may be added as
circumstances warrant.

APCo, I&M, KGPCo, KPCo, OPCo and WPCo are parties to the TA, effective November 2010, which defines how
transmission costs through PJM OATT are allocated among the AEP East Companies, KGPCo and WPCo on a 12-month
average coincident peak basis.  KPCo’s net charges recorded as a result of the TA for the years ended December 31, 2013
and 2012 were $3 million and $1.1 million, respectively, and were recorded in Operation Expenses.

PSO, SWEPCo and AEPSC are parties to the TCA, dated January 1, 1997, revised 1999 and 2011, as restated and
amended, by and among PSO, SWEPCo and AEPSC, in connection with the operation of the transmission assets of the
two AEP utility subsidiaries.  The TCA has been approved by the FERC and establishes a coordinating committee, which
is charged with overseeing the coordinated planning of the transmission facilities of the parties to the agreement.

Fuel Agreement between OPCo and AEPES

OPCo and National Power Cooperative, Inc. (NPC) have an agreement whereby OPCo operates a 500 MW natural gas
plant owned by NPC (Mone Plant).  AEPES entered into a fuel management agreement with OPCo and NPC to manage
and procure fuel for the Mone Plant.  The natural gas purchased by AEPES and used in generation is first sold to OPCo
then allocated to the AEP East Companies, who have an agreement to purchase 100% of the available generating capacity
from the plant through May 2014.  KPCo’s related purchases of natural gas managed by AEPES were $124 thousand and
$173 thousand for the years ended December 31, 2013 and 2012, respectively.  These purchases are reflected in
Operation Expenses.

Unit Power Agreements (UPA)

A UPA between AEGCo and I&M (the I&M Power Agreement) provides for the sale by AEGCo to I&M of all the power
(and the energy associated therewith) available to AEGCo at the Rockport Plant unless it is sold to another utility. 
Subsequently, I&M assigns 30% of the power to KPCo.  I&M is obligated, whether or not power is available from
AEGCo, to pay as a demand charge for the right to receive such power (and as an energy charge for any associated
energy taken by I&M) net of amounts received by AEGCo from any other sources, sufficient to enable AEGCo to pay all
its operating and other expenses, including a rate of return on the common equity of AEGCo as approved by the FERC. 
The I&M Power Agreement will continue in effect until the expiration of the lease term of Unit 2 of the Rockport Plant
unless extended in specified circumstances.
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Pursuant to an assignment between I&M and KPCo and a UPA between KPCo and AEGCo, AEGCo sells KPCo 30% of
the power (and the energy associated therewith) available to AEGCo from both units of the Rockport Plant.  KPCo pays
to AEGCo in consideration for the right to receive such power the same amounts which I&M would have paid AEGCo
under the terms of the I&M Power Agreement for such entitlement.  The KPCo UPA ends in December 2022.

I&M Barging, Urea Transloading and Other Services

I&M provides barging, urea transloading and other transportation services to affiliates.  Urea is a chemical used to
control NOx emissions at certain generation plants in the AEP System.  KPCo recorded expenses of $50 thousand and

$74 thousand in 2013 and 2012, respectively, for urea transloading provided by I&M.  These expenses were recorded as
Operation Expenses.

Central Machine Shop 

APCo operates a facility which repairs and rebuilds specialized components for the generation plants across the AEP
System.  APCo defers the cost of performing these services on the balance sheet, then transfers the cost to the affiliate for
reimbursement.  KPCo recorded its assigned portion of these billings as capital or maintenance expenses depending on
the nature of the services received.  These billings are recoverable from customers.  KPCo’s billed amounts were $687
thousand and $277 thousand for the years ended December 31, 2013 and 2012, respectively.

Affiliate Railcar Agreement 

KPCo has an agreement providing for the use of its affiliates’ leased or owned railcars when available.  The agreement
specifies that the company using the railcar will be billed, at cost, by the company furnishing the railcar.  KPCo recorded
these costs in Fuel Stock on the balance sheets and such costs are recoverable from customers.  The following table
shows the net effect of the railcar agreement on KPCo’s balance sheets:

December 31,
Billing Company 2013 2012 

(in thousands)
AGR $ (20) $ - 
APCo  26 98 
OPCo - 41 

Sales and Purchases of Property

KPCo had affiliated sales and purchases of electric property individually amounting to $100 thousand or more, sales and
purchases of meters and transformers, and sales and purchases of transmission property.  There were no gains or losses
recorded on the transactions.  The following table shows the sales and purchases, recorded at net book value in Utility
Plant, for the years ended December 31, 2013 and 2012:

Years Ended December 31,
2013 2012 

(in thousands)
Sales $ 166 $ 657 
Purchases 1,702 601 
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Global Borrowing Notes

As of December 31, 2013 and 2012, AEP has an intercompany note in place with KPCo.  The debt is reflected in
Advances from Associated Companies on the balance sheets.  KPCo accrues interest for its share of the global borrowing
and remits the interest to AEP.

Intercompany Billings

KPCo performs certain utility services for other AEP subsidiaries when necessary or practical.  The costs of these
services are billed on a direct-charge basis, whenever possible, or on reasonable basis of proration for services that
benefit multiple companies.  The billings for services are made at cost and include no compensation for the use of equity
capital.

AEPSC

AEPSC provides certain managerial and professional services to AEP’s subsidiaries.  The costs of the services are based
on a direct charge or on a prorated basis and billed to the AEP subsidiary companies at AEPSC’s cost.  AEPSC and its
billings are subject to regulation by the FERC.  KPCo’s total billings from AEPSC for the years ended December 31,
2013 and 2012 were $33 million and $35 million, respectively.

15.  PROPERTY, PLANT AND EQUIPMENT

Depreciation

KPCo provides for depreciation of Utility Plant on a straight-line basis over the estimated useful lives of property,
generally using composite rates by functional class.  The following table provides the annual composite rates by
functional class:

Year Steam Transmission Distribution General
(in percentages)

2013 3.7 1.8 3.4 4.3
2012 3.8 1.6 3.4 7.2

The composite depreciation rate generally includes a component for nonasset retirement obligation (non-ARO) removal
costs, which is credited to accumulated depreciation.  Actual removal costs incurred are charged to accumulated
depreciation.

Asset Retirement Obligations (ARO)

KPCo records ARO in accordance with the accounting guidance for “Asset Retirement and Environmental Obligations”
for the retirement of asbestos removal.  KPCo has identified, but not recognized, ARO liabilities related to electric
transmission and distribution assets, as a result of certain easements on property on which assets are owned.  Generally,
such easements are perpetual and require only the retirement and removal of assets upon the cessation of the property’s
use.  The retirement obligation is not estimable for such easements since KPCo plans to use its facilities indefinitely.  The
retirement obligation would only be recognized if and when KPCo abandons or ceases the use of specific easements,
which is not expected.
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The following is a reconciliation of the 2013 and 2012 aggregate carrying amounts of ARO for KPCo:

Revisions in
ARO as of Accretion Liabilities Liabilities Cash Flow ARO as of

Year January 1, Expense Incurred Settled Estimates December 31,
(in thousands)

2013 $ 3,902 $  339 $  - $  (136) $ 16,421 $  20,526 
2012 3,772 320  - (190)  - 3,902 

Jointly-owned Electric Facilities

KPCo has a 50.0% ownership share of Units 1 and 2 at the Mitchell Generating Station.  In addition to KPCo, the
Mitchell Generating Station is jointly-owned by AGR.  Using its own financing, KPCo is obligated to pay its share of the
costs in the same proportion as its ownership interest.  KPCo’s proportionate share of the investment and accumulated
depreciation are reflected in its balance sheets under Utility Plant as follows:

Construction
Fuel Percent of Utility Plant Work in Accumulated
Type Ownership  in Service Progress Depreciation

(in thousands)
KPCo's Share as of December 31, 2013

Mitchell Generating Station, Units 1 and 2 (a) Coal  50.0 % $  907,304 $  75,253 $  305,170 

(a) Operated by KPCo.

16.  SUSTAINABLE COST REDUCTIONS

In April 2012, management initiated a process to identify strategic repositioning opportunities and efficiencies that will
result in sustainable cost savings.  Management selected a consulting firm to facilitate an organizational and process
evaluation and a second firm to evaluate current employee benefit programs.  The process resulted in involuntary
severances and was completed by the end of the first quarter of 2013.  The severance program provides two weeks of
base pay for every year of service along with other severance benefits.

KPCo recorded a charge of $1.7 million in 2012 primarily related to severance benefits as a result of the sustainable cost
reductions initiative.  In addition, the sustainable cost reduction activity for the year ended December 31, 2013 is
described in the following table:

Expense Remaining
Balance as of Allocation from Balance as of

December 31, 2012 AEPSC Incurred Settled Adjustments December 31, 2013
(in thousands)

$  497 $  166 $  - $  (262)
$

 (401) $  - 

These expenses, net of adjustments, relate primarily to severance benefits.  Management does not expect additional costs
to be incurred related to this initiative.
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STATEMENTS OF ACCUMULATED COMPREHENSIVE INCOME, COMPREHENSIVE INCOME, AND HEDGING ACTIVITIES

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

1. Report in columns (b),(c),(d) and (e) the amounts of accumulated other comprehensive income items, on a net-of-tax basis, where appropriate. 
2. Report in columns (f) and (g) the amounts of other categories of other cash flow hedges. 
3. For each category of hedges that have been accounted for as "fair value hedges", report the accounts affected and the related amounts in a footnote.
4. Report data on a year-to-date basis.

Other
Adjustments

(e)

Foreign Currency
Hedges

(d)

Minimum Pension
Liability adjustment

(net amount)
(c)

Unrealized Gains and
Losses on Available-
for-Sale Securities

(b)

Item

(a)

Balance of Account 219 at Beginning of

Preceding Year

   1

Preceding Qtr/Yr to Date Reclassifications

from Acct 219 to Net Income

   2

Preceding Quarter/Year to Date Changes in

Fair Value

   3

Total (lines 2 and 3)   4

Balance of Account 219 at End of

Preceding Quarter/Year

   5

Balance of Account 219 at Beginning of

Current Year

   6

(      5,220,773)

Current Qtr/Yr to Date Reclassifications

from Acct 219 to Net Income

   7

Current Quarter/Year to Date Changes in

Fair Value

   8

(      5,220,773)Total (lines 7 and 8)   9

(      5,220,773)

Balance of Account 219 at End of Current

Quarter/Year

  10
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Other Cash Flow
Hedges
[Specify]

(g)

Other Cash Flow
Hedges

Interest Rate Swaps

(f)
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STATEMENTS OF ACCUMULATED COMPREHENSIVE INCOME, COMPREHENSIVE INCOME, AND HEDGING ACTIVITIES

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Total
Comprehensive

Income

(j)

Net Income (Carried
Forward from

Page 117, Line 78)

(i)

Totals for each
category of items

recorded in 
Account 219

(h)

(        625,244)(        282,855)(        342,389)   1

         462,557         402,135          60,422   2

(        246,193)(        246,193)   3

      50,978,453       51,194,817         216,364         155,942          60,422   4

(        408,880)(        126,913)(        281,967)   5

(        408,880)(        126,913)(        281,967)   6

(      5,162,993)(          2,642)          60,422   7

         152,171         152,171   8

      13,872,009        8,861,187(      5,010,822)         149,529          60,422   9

(      5,419,702)          22,616(        221,545)  10
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Schedule Page: 122(a)(b)     Line No.: 7     Column: e
Pension and OPEB Adjustment Related to Mitchell Plant transferred to KPCo on 12/31/2013. 
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SUMMARY OF UTILITY PLANT AND ACCUMULATED PROVISIONS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

(b)(a)

Classification Electric

(c)

FOR DEPRECIATION. AMORTIZATION AND DEPLETION

Total Company for the 
Current Year/Quarter Ended

Report in Column (c) the amount for electric function, in column (d) the amount for gas function,  in column (e), (f), and (g) report other (specify) and in
column (h) common function.

Utility Plant   1

In Service   2

  2,643,823,159  2,643,823,159Plant in Service (Classified)   3

      4,409,682      4,409,682Property Under Capital Leases   4

Plant Purchased or Sold   5

     71,803,255     71,803,255Completed Construction not Classified   6

Experimental Plant Unclassified   7

  2,720,036,096  2,720,036,096Total (3 thru 7)   8

Leased to Others   9

      7,405,959      7,405,959Held for Future Use  10

    128,599,148    128,599,148Construction Work in Progress  11

Acquisition Adjustments  12

  2,856,041,203  2,856,041,203Total Utility Plant (8 thru 12)  13

    961,039,344    961,039,344Accum Prov for Depr, Amort, & Depl  14

  1,895,001,859  1,895,001,859Net Utility Plant (13 less 14)  15

Detail of Accum Prov for Depr, Amort & Depl  16

In Service:  17

    941,819,616    941,819,616Depreciation  18

Amort & Depl of Producing Nat Gas Land/Land Right  19

Amort of Underground Storage Land/Land Rights  20

     19,219,728     19,219,728Amort of Other Utility Plant  21

    961,039,344    961,039,344Total In Service (18 thru 21)  22

Leased to Others  23

Depreciation  24

Amortization and Depletion  25

Total Leased to Others (24 & 25)  26

Held for Future Use  27

Depreciation  28

Amortization  29

Total Held for Future Use (28 & 29)  30

Abandonment of Leases (Natural Gas)  31

Amort of Plant Acquisition Adj  32

    961,039,344    961,039,344Total Accum Prov (equals 14) (22,26,30,31,32)  33
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(g)

Common

(h)
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SUMMARY OF UTILITY PLANT AND ACCUMULATED PROVISIONS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

FOR DEPRECIATION. AMORTIZATION AND DEPLETION

Gas Other (Specify)

(d) (e) (f)

Other (Specify)Other (Specify)

   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33
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Schedule Page: 200     Line No.: 15     Column: c
Per FERC Docket #EC13-28-000 transfer 50% ownership of Mitchell Plant to Kentucky Power
Co. effective 12/31/13 
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NUCLEAR FUEL MATERIALS (Account 120.1 through 120.6 and 157)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Description of item Balance

(c)(b)(a)

Changes during Year
Beginning of Year Additions

1.  Report below the costs incurred for nuclear fuel materials in process of fabrication, on hand, in reactor, and in cooling; owned by the
respondent.
2.  If the nuclear fuel stock is obtained under leasing arrangements, attach a statement showing the amount of nuclear fuel leased, the
quantity used and quantity on hand, and the costs incurred under such leasing arrangements.

Nuclear Fuel in process of Refinement, Conv, Enrichment & Fab (120.1)   1

Fabrication   2

Nuclear Materials   3

Allowance for Funds Used during Construction   4

(Other Overhead Construction Costs, provide details in footnote)   5

SUBTOTAL (Total 2 thru 5)   6

Nuclear Fuel Materials and Assemblies   7

In Stock (120.2)   8

In Reactor (120.3)   9

SUBTOTAL (Total 8 & 9)  10

Spent Nuclear Fuel (120.4)  11

Nuclear Fuel Under Capital Leases (120.6)  12

(Less) Accum Prov for Amortization of Nuclear Fuel Assem (120.5)  13

TOTAL Nuclear Fuel Stock (Total 6, 10, 11, 12, less 13)  14

Estimated net Salvage Value of Nuclear Materials in line 9  15

Estimated net Salvage Value of Nuclear Materials in line 11  16

Est Net Salvage Value of Nuclear Materials in Chemical Processing  17

Nuclear Materials held for Sale (157)  18

Uranium  19

Plutonium  20

Other (provide details in footnote):  21

TOTAL Nuclear Materials held for Sale (Total 19, 20, and 21)  22
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

NUCLEAR FUEL MATERIALS (Account 120.1 through 120.6 and 157)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Balance

(f)(e)(d)

Changes during Year
End of YearAmortization Other Reductions (Explain in a footnote)

   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ELECTRIC PLANT IN SERVICE (Account 101, 102, 103 and 106)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Account Balance Additions

(c)(b)(a)
Beginning of Year

1.  Report below the original cost of electric plant in service according to the prescribed accounts.
2.  In addition to Account 101, Electric Plant in Service (Classified), this page and the next include Account 102, Electric Plant Purchased or Sold;
Account 103, Experimental Electric Plant Unclassified; and Account 106, Completed Construction Not Classified-Electric.
3.  Include in column (c) or (d), as appropriate, corrections of additions and retirements for the current or preceding year.
4. For revisions to the amount of initial asset retirement costs capitalized, included by primary plant account, increases in column (c) additions and
reductions in column (e) adjustments.
5.  Enclose in parentheses credit adjustments of plant accounts to indicate the negative effect of such accounts.
6.  Classify Account 106 according to prescribed accounts, on an estimated basis if necessary, and include the entries in column (c).  Also to be included
in column (c) are entries for reversals of tentative distributions of prior year reported in column (b).  Likewise, if the respondent has a significant amount
of plant retirements which have not been classified to primary accounts at the end of the year, include in column (d) a tentative distribution of such
retirements, on an estimated basis, with appropriate contra entry to the account for accumulated depreciation provision.  Include also in column (d)

1. INTANGIBLE PLANT   1
(301) Organization   2
(302) Franchises and Consents          52,919   3
(303) Miscellaneous Intangible Plant      17,681,117       3,160,277   4
TOTAL Intangible Plant (Enter Total of lines 2, 3, and 4)      17,734,036       3,160,277   5
2. PRODUCTION PLANT   6
A. Steam Production Plant   7
(310) Land and Land Rights       1,076,546         677,393   8
(311) Structures and Improvements      43,159,343         126,865   9
(312) Boiler Plant Equipment     368,901,994       3,471,241  10
(313) Engines and Engine-Driven Generators  11
(314) Turbogenerator Units     110,300,662         820,956  12
(315) Accessory Electric Equipment      16,390,875         131,333  13
(316) Misc. Power Plant Equipment       8,029,252         693,916  14
(317) Asset Retirement Costs for Steam Production       3,614,563  15
TOTAL Steam Production Plant (Enter Total of lines 8 thru 15)     551,473,235       5,921,704  16
B. Nuclear Production Plant  17
(320) Land and Land Rights  18
(321) Structures and Improvements  19
(322) Reactor Plant Equipment  20
(323) Turbogenerator Units  21
(324) Accessory Electric Equipment  22
(325) Misc. Power Plant Equipment  23
(326) Asset Retirement Costs for Nuclear Production  24
TOTAL Nuclear Production Plant (Enter Total of lines 18 thru 24)  25
C. Hydraulic Production Plant  26
(330) Land and Land Rights  27
(331) Structures and Improvements  28
(332) Reservoirs, Dams, and Waterways  29
(333) Water Wheels, Turbines, and Generators  30
(334) Accessory Electric Equipment  31
(335) Misc. Power PLant Equipment  32
(336) Roads, Railroads, and Bridges  33
(337) Asset Retirement Costs for Hydraulic Production  34
TOTAL Hydraulic Production Plant (Enter Total of lines 27 thru 34)  35
D. Other Production Plant  36
(340) Land and Land Rights  37
(341) Structures and Improvements  38
(342) Fuel Holders, Products, and Accessories  39
(343) Prime Movers  40
(344) Generators  41
(345) Accessory Electric Equipment  42
(346) Misc. Power Plant Equipment  43
(347) Asset Retirement Costs for Other Production  44
TOTAL Other Prod. Plant (Enter Total of lines 37 thru 44)  45
TOTAL Prod. Plant (Enter Total of lines 16, 25, 35, and 45)     551,473,235       5,921,704  46
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ELECTRIC PLANT IN SERVICE (Account 101, 102, 103 and 106) (Continued)

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Account Balance Additions

(c)(b)(a)
Beginning of Year

3. TRANSMISSION PLANT  47
(350) Land and Land Rights      29,262,471         702,311  48
(352) Structures and Improvements       6,596,339          46,524  49
(353) Station Equipment     169,157,602       6,383,701  50
(354) Towers and Fixtures      94,468,956          48,587  51
(355) Poles and Fixtures      70,056,522       4,692,815  52
(356) Overhead Conductors and Devices     120,461,944       2,082,173  53
(357) Underground Conduit          11,590  54
(358) Underground Conductors and Devices         106,066  55
(359) Roads and Trails  56
(359.1) Asset Retirement Costs for Transmission Plant  57
TOTAL Transmission Plant (Enter Total of lines 48 thru 57)     490,121,490      13,956,111  58
4. DISTRIBUTION PLANT  59
(360) Land and Land Rights       7,179,509         314,620  60
(361) Structures and Improvements       4,381,430  61
(362) Station Equipment      76,399,914       8,356,320  62
(363) Storage Battery Equipment  63
(364) Poles, Towers, and Fixtures     173,978,664       7,565,035  64
(365) Overhead Conductors and Devices     164,605,796      17,809,128  65
(366) Underground Conduit       5,797,157         581,754  66
(367) Underground Conductors and Devices       8,915,361         962,674  67
(368) Line Transformers     113,943,852       6,160,924  68
(369) Services      49,819,404       4,416,304  69
(370) Meters      24,731,169         858,140  70
(371) Installations on Customer Premises      19,061,691       2,189,522  71
(372) Leased Property on Customer Premises  72
(373) Street Lighting and Signal Systems       3,173,779         244,002  73
(374) Asset Retirement Costs for Distribution Plant  74
TOTAL Distribution Plant (Enter Total of lines 60 thru 74)     651,987,726      49,458,423  75
5.  REGIONAL TRANSMISSION AND MARKET OPERATION PLANT  76
(380) Land and Land Rights  77
(381) Structures and Improvements  78
(382) Computer Hardware  79
(383) Computer Software  80
(384) Communication Equipment  81
(385) Miscellaneous Regional Transmission and Market Operation Plant  82
(386) Asset Retirement Costs for Regional Transmission and Market Oper  83
TOTAL Transmission and Market Operation Plant (Total lines 77 thru 83)  84
6. GENERAL PLANT  85
(389) Land and Land Rights       1,524,731  86
(390) Structures and Improvements      20,722,927         550,259  87
(391) Office Furniture and Equipment       1,279,644         403,689  88
(392) Transportation Equipment          14,768  89
(393) Stores Equipment         159,895           4,653  90
(394) Tools, Shop and Garage Equipment       3,395,435         158,260  91
(395) Laboratory Equipment         141,764  92
(396) Power Operated Equipment           5,931  93
(397) Communication Equipment       6,855,599         849,587  94
(398) Miscellaneous Equipment       1,035,595          31,844  95
SUBTOTAL (Enter Total of lines 86 thru 95)      35,136,289       1,998,292  96
(399) Other Tangible Property  97
(399.1) Asset Retirement Costs for General Plant          81,055  98
TOTAL General Plant (Enter Total of lines 96, 97 and 98)      35,217,344       1,998,292  99
TOTAL (Accounts 101 and 106)   1,746,533,831      74,494,807 100
(102) Electric Plant Purchased (See Instr. 8) 101
(Less) (102) Electric Plant Sold (See Instr. 8) 102
(103) Experimental Plant Unclassified 103
TOTAL Electric Plant in Service (Enter Total of lines 100 thru 103)   1,746,533,831      74,494,807 104
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(f)

Transfers Balance at
End of Year

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.(g)

Adjustments

(e)

Retirements

(d)

ELECTRIC PLANT IN SERVICE (Account 101, 102, 103 and 106) (Continued)

distributions of these tentative classifications in columns (c) and (d), including the reversals of the prior years tentative account distributions of these
amounts. Careful observance of the above instructions and the texts of Accounts 101 and 106 will avoid serious omissions of the reported amount of
respondent’s plant actually in service at end of year.
7.  Show in column (f) reclassifications or transfers within utility plant accounts.  Include also in column (f) the additions or reductions of primary account
classifications arising from distribution of amounts initially recorded in Account 102, include in column (e) the amounts with respect to accumulated
provision for depreciation, acquisition adjustments, etc., and show in column (f) only the offset to the debits or credits distributed in column (f) to primary
account classifications.
8.  For Account 399, state the nature and use of plant included in this account and if substantial in amount submit a supplementary statement showing
subaccount classification of such plant conforming to the requirement of these pages.
9.  For each amount comprising the reported balance and changes in Account 102, state the property purchased or sold, name of vendor or purchase,
and date of transaction.  If proposed journal entries have been filed with the Commission as required by the Uniform System of Accounts, give also date

   1
   2

         52,919    3
     15,737,270        252,893      5,357,017    4
     15,790,189        252,893      5,357,017    5

   6
   7

      2,358,529        604,590    8
     85,291,862     42,000,197         -5,457    9

  1,144,438,791    773,835,099      1,769,543   10
  11

    162,818,647     53,295,697      1,598,668   12
     33,593,873     17,080,672          9,007   13
     16,402,590      7,693,412         13,990   14
     16,408,685     12,794,122   15

  1,461,312,977    907,303,789      3,385,751   16
  17
  18
  19
  20
  21
  22
  23
  24
  25
  26
  27
  28
  29
  30
  31
  32
  33
  34
  35
  36
  37
  38
  39
  40
  41
  42
  43
  44
  45

  1,461,312,977    907,303,789      3,385,751   46
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(f)

Transfers Balance at
End of Year

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.(g)

Adjustments

(e)

Retirements

(d)

ELECTRIC PLANT IN SERVICE (Account 101, 102, 103 and 106) (Continued)

  47
     29,964,782   48
      6,708,785         72,117          6,195   49

    180,356,654      9,512,983      4,697,632   50
     94,517,543   51
     74,696,720         52,617   52
    122,537,908          6,209   53

         11,590   54
        106,066   55

  56
  57

    508,900,048      9,585,100      4,762,653   58
  59

      7,494,129   60
      4,372,006          9,424   61
     83,664,562      1,091,672   62

  63
    180,551,332        -19,918        972,449   64
    179,538,721         32,545      2,908,748   65
      6,377,092          1,819   66
      9,812,956         65,079   67

    119,012,918        -12,627      1,079,231   68
     53,900,362        335,346   69
     24,723,286        866,023   70
     20,056,550      1,194,663   71

  72
      3,349,342         68,439   73

  74
    692,853,256      8,592,893   75

  76
  77
  78
  79
  80
  81
  82
  83
  84
  85

      1,524,731   86
     21,215,547         57,639   87
      1,683,333   88
         14,768   89
        164,548   90
      3,553,695   91
        141,764   92
          5,931   93

      7,318,955        386,231   94
      1,065,617          1,822   95
     36,688,889        445,692   96

  97
         81,055   98

     36,769,944        445,692   99
  2,715,626,414    917,141,782     22,544,006  100

 101
 102
 103

  2,715,626,414    917,141,782     22,544,006  104
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Schedule Page: 204     Line No.: 49     Column: g
The investment and related accumulated depreciation in Generation Step-Up Units (GSUs) in
plant accounts 352-353 included in KPCo's generation formula rates are identified by a
query of the plant accounting system.  
Schedule Page: 204     Line No.: 104     Column: e
Per FERC Docket #EC13-28-000 transfer 50% ownership of Mitchell Plant to Kentucky Power
Co. effective 12/31/13  

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ELECTRIC PLANT LEASED TO OTHERS (Account 104)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Name of Lessee
Description of

(b)(a)

(Designate associated companies
with a double asterisk) Property Leased

Commission
Authorization

(c)

Expiration
Date of
Lease

(d)

Balance at
End of Year

(e)
   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

  46

FERC FORM NO. 1 (ED. 12-95) Page 213

47 TOTAL
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ELECTRIC PLANT HELD FOR FUTURE USE (Account 105)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line Description and Location Date Originally Included  Balance at
End of Year

(c)(b)(a)
Of Property in This Account

Date Expected to be used
in Utility Service

(d)
No.

1.  Report separately each property held for future use at end of the year having an original cost of $250,000 or more.  Group other items of property held
for future use.
2.  For property having an original cost of $250,000 or more previously used in utility operations, now held for future use, give in column (a), in addition to
other required information, the date that utility use of such property was discontinued, and the date the original cost was transferred to Account 105.

Land and Rights:   1

8/17/82Carrs Site (8500)       6,778,355   2

   3

10/1/09Ramey Substation (4205)         627,6042014   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

Other Property:  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

  46

FERC FORM NO. 1 (ED. 12-96) Page 214

47 Total       7,405,959
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Schedule Page: 214     Line No.: 46     Column: d
The generation assets in Electric Plant Held for Future Use included in KPCo's generation
formula rates are identified by a query of the plant accounting system.  

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA

FERC FORM NO. 1 (ED. 12-87) Page 450.1
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

CONSTRUCTION WORK IN PROGRESS - - ELECTRIC (Account 107)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Description of Project Construction work in progress - 

(b)(a)
Electric (Account 107)

1.  Report below descriptions and balances at end of year of projects in process of construction (107)
2.  Show items relating to "research, development, and demonstration" projects last, under a caption Research, Development, and Demonstrating (see
Account 107 of the Uniform System of Accounts)
3.  Minor projects (5% of the Balance End of the Year for Account 107 or $1,000,000, whichever is less) may be grouped.

      2,207,738BS2 HP R/H & 2nd R/H   1

     48,368,324ML U1&2 Dry Fly Ash Conversion   2

      3,063,880KP/Jeff Sta - Add 69-34.5 kV   3

     13,735,931ML New Landfill   4

      8,222,984ML New Landfill Haul Road   5

      2,461,512KP/VoltVar Circ Reconfig DLine   6

      1,112,402DS/KYPCO/Replace &Refurbish   7

      5,632,165TS/KyP/Bonnyman Sta removal   8

     22,084,110T/KY/Line: Conxt: Bonnyman-Sof   9

      1,062,716TL/KYPCO/Fleming to Jenkins  10

      3,934,255ML0-Conners Run Expansion  11

      2,118,585WS-CI-KEPCo-G PPB  12

      2,247,019ET-CI-KEPCo-T ASSET IMP  13

      1,055,181Ed-Ci-Kepco-D Ast Imp  14

     11,292,346Other Minor Projects Under $1,000,000  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

FERC FORM NO. 1 (ED. 12-87) Page 216

43 TOTAL     128,599,148
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Schedule Page: 216     Line No.: 1     Column: b
The generation assets in Construction Work in Progress included in KPCo's generation
formula rates are identified by a query of the plant accounting system.  
Schedule Page: 216     Line No.: 15     Column: b
Per FERC Docket #EC-13-28-000 transfer 50% ownership of Mitchell Plant to Kentucky Power
Co. effective 12/31/13 

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ACCUMULATED PROVISION FOR DEPRECIATION OF ELECTRIC UTILITY PLANT (Account 108)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Item Total

(c)(b)(a) (d)

Section A.  Balances and Changes During Year

(c+d+e)
Electric Plant in

Service
Electric Plant Held 

for Future Use
Electric Plant

Leased to Others
(e)

1.  Explain in a footnote any important adjustments during year.
2.  Explain in a footnote any difference between the amount for book cost of plant retired, Line 11, column (c), and that reported for
electric plant in service, pages 204-207, column 9d), excluding retirements of non-depreciable property.
3.  The provisions of Account 108 in the Uniform System of accounts require that retirements of depreciable plant be recorded when
such plant is removed from service.  If the respondent has a significant amount of plant retired at year end which has not been recorded
and/or classified to the various reserve functional classifications, make preliminary closing entries to tentatively functionalize the book
cost of the plant retired.  In addition, include all costs included in retirement work in progress at year end in the appropriate functional
classifications.
4.  Show separately interest credits under a sinking fund or similar method of depreciation accounting.

Balance Beginning of Year   1     601,239,741     601,239,741

Depreciation Provisions for Year, Charged to   2

(403) Depreciation Expense   3      53,720,815      53,720,815

(403.1) Depreciation Expense for Asset

Retirement Costs

   4

(413) Exp. of Elec. Plt. Leas. to Others   5

Transportation Expenses-Clearing   6

Other Clearing Accounts   7

Other Accounts (Specify, details in footnote):   8         195,254         195,254

   9

TOTAL Deprec. Prov for Year (Enter Total of

lines 3 thru 9)

  10      53,916,069      53,916,069

Net Charges for Plant Retired:  11

Book Cost of Plant Retired  12      17,184,603      17,184,603

Cost of Removal  13       8,349,011       8,349,011

Salvage (Credit)  14       2,644,058       2,644,058

TOTAL Net Chrgs. for Plant Ret. (Enter Total

of lines 12 thru 14)

  15      22,889,556      22,889,556

Other Debit or Cr. Items (Describe, details in

footnote):

  16     309,553,362     309,553,362

  17

Book Cost or Asset Retirement Costs Retired  18

Balance End of Year (Enter Totals of lines 1,

10, 15, 16, and 18)

  19     941,819,616     941,819,616

Steam Production  20

Section B.  Balances at End of Year According to Functional Classification

    586,600,561     586,600,561

Nuclear Production  21

Hydraulic Production-Conventional  22

Hydraulic Production-Pumped Storage  23

Other Production  24

Transmission  25     162,742,412     162,742,412

Distribution  26     184,127,054     184,127,054

Regional Transmission and Market Operation  27

General  28       8,349,589       8,349,589

TOTAL (Enter Total of lines 20 thru 28)  29     941,819,616     941,819,616
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Schedule Page: 219     Line No.: 8     Column: c
Asbestos ARO depreciation expense in account 1080013  $195,254 
Schedule Page: 219     Line No.: 13     Column: c
Includes $2,332,633 of removal cost in retirement work in progress (RWIP). 
Schedule Page: 219     Line No.: 14     Column: c
Includes $(339,061) of salvage charges in retirement work in progress (RWIP). 
Schedule Page: 219     Line No.: 16     Column: c
Asbestos ARO reserve in account 1080013   $     (533,586)

Per FERC Docket #EC13-28-000 transfer 50% ownership of
Mitchell Plant to Kentucky Power Co effective 12/31/13
                                         $  310,086,948

Total       $  309,553,362

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

INVESTMENTS IN SUBSIDIARY COMPANIES (Account 123.1)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Description of Investment Date Acquired

(c)(b)(a)

Amount of Investment at
Beginning of Year

Date Of 
Maturity

(d)

1.  Report below investments in Accounts 123.1, investments in Subsidiary Companies.
2.  Provide a subheading for each company and List there under the information called for below.  Sub - TOTAL by company and give a TOTAL in
columns (e),(f),(g) and (h)
(a) Investment in Securities - List and describe each security owned.  For bonds give also principal amount, date of issue, maturity and interest rate.
(b) Investment Advances - Report separately the amounts of loans or investment advances which are subject to repayment, but which are not subject to
current settlement.  With respect to each advance show whether the advance is a note or open account.  List each note giving date of issuance, maturity
date, and specifying whether note is a renewal.
3.  Report separately the equity in undistributed subsidiary earnings since acquisition.  The TOTAL in column (e) should equal the amount entered for
Account 418.1.

   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

FERC FORM NO. 1 (ED. 12-89) Page 224

42  Total Cost of Account 123.1 $ TOTAL              0
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

INVESTMENTS IN SUBSIDIARY COMPANIES (Account 123.1)  (Continued)

Kentucky Power Company
X

04/11/2014 2013/Q4

Line
 No.

Equity in Subsidiary 
Earnings of Year

Revenues for Year Amount of Investment at
End of Year

Gain or Loss from Investment
Disposed of

(e) (f) (g) (h)

4.  For any securities, notes, or accounts that were pledged designate such securities, notes, or accounts in a footnote, and state the name of pledgee
and purpose of the pledge.
5.  If Commission approval was required for any advance made or security acquired, designate such fact in a footnote and give name of Commission,
date of authorization, and case or docket number.
6.  Report column (f) interest and dividend revenues form investments, including such revenues form securities disposed of during the year.
7.  In column (h) report for each investment disposed of during the year, the gain or loss represented by the difference between cost of the investment (or
the other amount at which carried in the books of account if difference from cost) and the selling price thereof, not including interest adjustment includible
in column (f).
8.  Report on Line 42, column (a) the TOTAL cost of Account 123.1

   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

FERC FORM NO. 1 (ED. 12-89) Page 225

42
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

MATERIALS AND SUPPLIES

Kentucky Power Company
X

04/11/2014 2013/Q4

Line
 No.

Account Balance  Balance

(c)(b)(a)

Department or
Departments which 

(d)

Beginning of Year End of Year
Use Material

1.  For Account 154, report the amount of plant materials and operating supplies under the primary functional classifications as indicated in column (a);
estimates of amounts by function are acceptable.  In column (d), designate the department or departments which use the class of material.
2.  Give an explanation of important inventory adjustments during the year (in a footnote) showing general classes of material and supplies and the
various accounts (operating expenses, clearing accounts, plant, etc.) affected debited or credited.  Show separately debit or credits to stores expense
clearing, if applicable.

     67,280,320 Electric     88,640,523   1 Fuel Stock (Account 151)

      1,866,856 Electric      3,672,774   2 Fuel Stock Expenses Undistributed (Account 152)

   3 Residuals and Extracted Products (Account 153)

   4 Plant Materials and Operating Supplies (Account 154)

      4,066,629 Electric      5,934,567   5 Assigned to - Construction (Estimated)

   6 Assigned to - Operations and Maintenance

      8,496,249 Electric     16,986,675   7 Production Plant (Estimated)

         29,645 Electric         73,844   8 Transmission Plant (Estimated)

        309,165 Electric        159,945   9 Distribution Plant (Estimated)

  10 Regional Transmission and Market Operation Plant

(Estimated)

          6,628 Electric         19,298  11 Assigned to - Other (provide details in footnote)

     12,908,316      23,174,329  12 TOTAL Account 154 (Enter Total of lines 5 thru 11)

  13 Merchandise (Account 155)

  14 Other Materials and Supplies (Account 156)

  15 Nuclear Materials Held for Sale (Account 157) (Not

applic to Gas Util)

  16 Stores Expense Undistributed (Account 163)

  17

  18

  19

     82,055,492     115,487,626  20 TOTAL Materials and Supplies (Per Balance Sheet)

Page 227FERC FORM NO. 1 (REV. 12-05)
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Schedule Page: 227     Line No.: 11     Column: c
Assigned to - Other includes customer account, administrative and general expenses.  
Schedule Page: 227     Line No.: 20     Column: c
Per FERC Docket #EC13-28-000 transfer 50% ownership of Mitchell Plant to Kentucky Power
Co. effective 12/31/13  

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

Allowances (Accounts 158.1 and 158.2)

Kentucky Power Company
X

04/11/2014 2013/Q4

Line
 No.

SO2 Allowances Inventory Current Year

(b)(a)
(Account 158.1) No. Amt.

(c)
No.
(d)

Amt.
(e)

1.  Report below the particulars (details) called for concerning allowances.
2.  Report all acquisitions of allowances at cost.
3.  Report allowances in accordance with a weighted average cost allocation method and other accounting as prescribed by General
Instruction No. 21 in the Uniform System of Accounts.
4.  Report the allowances transactions by the period they are first eligible for use:  the current year’s allowances in columns (b)-(c),
allowances for the three succeeding years in columns (d)-(i), starting with the following year, and allowances for the remaining
succeeding years in columns (j)-(k).
5.  Report on line 4 the Environmental Protection Agency (EPA) issued allowances.  Report withheld portions Lines 36-40.

2014

    123,089.00      12,124,691      46,563.00       2,361,231Balance-Beginning of Year   1

   2

Acquired During Year:   3

 Issued (Less Withheld Allow)   4

Returned by EPA   5

   6

   7

Purchases/Transfers:   8
      4,510.00       1,585,761Appalachian Power Company   9

     69,095.00       9,379,542      23,634.00       1,019,135Ohio Power Company  10

  11

  12

  13

  14
     73,605.00      10,965,303      23,634.00       1,019,135Total  15

  16

Relinquished During Year:  17
     51,228.00       5,788,988 Charges to Account 509  18

 Other:  19

  20

Cost of Sales/Transfers:  21
        930.00         139,825AEP System Pool  22

  23

  24

  25

  26

  27
        930.00         139,825Total  28

    144,536.00      17,161,181      70,197.00       3,380,366Balance-End of Year  29

  30

Sales:  31

Net Sales Proceeds(Assoc. Co.)  32

Net Sales Proceeds (Other)  33

Gains  34

Losses  35

Allowances Withheld (Acct 158.2)
        505.00         362.00Balance-Beginning of Year  36

Add: Withheld by EPA  37

Deduct: Returned by EPA  38
        505.00Cost of Sales  39

        362.00Balance-End of Year  40

  41

Sales:  42

Net Sales Proceeds (Assoc. Co.)  43

            142Net Sales Proceeds (Other)  44

Gains  45

Losses  46
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

Allowances (Accounts 158.1 and 158.2)

Kentucky Power Company
X

04/11/2014 2013/Q4

Line
 No.

(f) (j)
No. Amt.

(g)
No.
(h)

Amt.
(i)

No. Amt. No. Amt.
(k) (l) (m)

Future Years Totals

(Continued)

6.  Report on Lines 5 allowances returned by the EPA.  Report on Line 39 the EPA’s sales of the withheld allowances.  Report on Lines
43-46 the net sales proceeds and gains/losses resulting from the EPA’s sale or auction of the withheld allowances.
7.  Report on Lines 8-14 the names of vendors/transferors of allowances acquire and identify associated companies (See "associated
company" under "Definitions" in the Uniform System of Accounts).
8.  Report on Lines 22 - 27 the name of purchasers/ transferees of allowances disposed of an identify associated companies.
9.  Report the net costs and benefits of hedging transactions on a separate line under purchases/transfers and sales/transfers.
10.  Report on Lines 32-35 and 43-46 the net sales proceeds and gains or losses from allowance sales.

2015 2016

 14,485,922    1   904,386.00    34,754.00    34,754.00  1,143,546.00

   2

   3

   4    34,945.00     34,945.00

   5

   6

   7

   8

  1,585,761    9     4,510.00

 10,398,677   10   521,789.00    19,326.00    19,325.00    653,169.00

  11

  12

  13

  14

 11,984,438   15   521,789.00    19,326.00    19,325.00    657,679.00

  16

  17

  5,788,988   18    51,228.00

  19

  20

  21

    139,825   22       930.00

  23

  24

  25

  26

  27

    139,825   28       930.00

 20,541,547   29 1,461,120.00    54,080.00    54,079.00  1,784,012.00

  30

  31

  32

  33

  34

  35

  36    24,244.00       362.00       362.00     25,835.00

  37       723.00        723.00

  38

  39       361.00        866.00

  40    24,606.00       362.00       362.00     25,692.00

  41

  42

  43

         22         164   44

  45

  46

FERC FORM NO. 1 (ED. 12-95) Page 229a

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 560 of 1829



Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

Allowances (Accounts 158.1 and 158.2)

Kentucky Power Company
X

04/11/2014 2013/Q4

Line
 No.

NOx Allowances Inventory Current Year

(b)(a)
(Account 158.1) No. Amt.

(c)
No.
(d)

Amt.
(e)

1.  Report below the particulars (details) called for concerning allowances.
2.  Report all acquisitions of allowances at cost.
3.  Report allowances in accordance with a weighted average cost allocation method and other accounting as prescribed by General
Instruction No. 21 in the Uniform System of Accounts.
4.  Report the allowances transactions by the period they are first eligible for use:  the current year’s allowances in columns (b)-(c),
allowances for the three succeeding years in columns (d)-(i), starting with the following year, and allowances for the remaining
succeeding years in columns (j)-(k).
5.  Report on line 4 the Environmental Protection Agency (EPA) issued allowances.  Report withheld portions Lines 36-40.

2014

     13,111.00          28,274      10,610.00Balance-Beginning of Year   1

   2

Acquired During Year:   3
        135.00 Issued (Less Withheld Allow)   4

Returned by EPA   5

   6

   7

Purchases/Transfers:   8
      1,140.00         221,509       4,282.00Ohio Power Company   9

  10

  11

  12

  13

  14
      1,140.00         221,509       4,282.00Total  15

  16

Relinquished During Year:  17
      7,371.00          14,461         364.00 Charges to Account 509  18

 Other:  19

  20

Cost of Sales/Transfers:  21
        420.00           1,291Louisville Gas & Elec Co.  22
        500.00           1,858DTE Electric Company  23

      1,000.00           3,655Homer City Generation LP  24
        330.00           1,015Kentucky Utilities Co.  25
        810.00           2,489MidAmerican Energy Co.  26

      1,453.00             539Other  27
      4,513.00          10,847Total  28
      2,502.00         224,475      14,528.00Balance-End of Year  29

  30

Sales:  31

Net Sales Proceeds(Assoc. Co.)  32

        151,411Net Sales Proceeds (Other)  33

        140,564Gains  34

Losses  35

Allowances Withheld (Acct 158.2)

Balance-Beginning of Year  36

Add: Withheld by EPA  37

Deduct: Returned by EPA  38

Cost of Sales  39

Balance-End of Year  40

  41

Sales:  42

Net Sales Proceeds (Assoc. Co.)  43

Net Sales Proceeds (Other)  44

Gains  45

Losses  46
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

Allowances (Accounts 158.1 and 158.2)

Kentucky Power Company
X

04/11/2014 2013/Q4

Line
 No.

(f) (j)
No. Amt.

(g)
No.
(h)

Amt.
(i)

No. Amt. No. Amt.
(k) (l) (m)

Future Years Totals

(Continued)

6.  Report on Lines 5 allowances returned by the EPA.  Report on Line 39 the EPA’s sales of the withheld allowances.  Report on Lines
43-46 the net sales proceeds and gains/losses resulting from the EPA’s sale or auction of the withheld allowances.
7.  Report on Lines 8-14 the names of vendors/transferors of allowances acquire and identify associated companies (See "associated
company" under "Definitions" in the Uniform System of Accounts).
8.  Report on Lines 22 - 27 the name of purchasers/ transferees of allowances disposed of an identify associated companies.
9.  Report the net costs and benefits of hedging transactions on a separate line under purchases/transfers and sales/transfers.
10.  Report on Lines 32-35 and 43-46 the net sales proceeds and gains or losses from allowance sales.

2015 2016

     28,274    1    23,721.00

   2

   3

   4       135.00

   5

   6

   7

   8

    221,509    9     5,422.00

  10

  11

  12

  13

  14

    221,509   15     5,422.00

  16

  17

     14,461   18     7,735.00

  19

  20

  21

      1,291   22       420.00

      1,858   23       500.00

      3,655   24     1,000.00

      1,015   25       330.00

      2,489   26       810.00

        539   27     1,453.00

     10,847   28     4,513.00

    224,475   29    17,030.00

  30

  31

  32

    151,411   33

    140,564   34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

  46
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

EXTRAORDINARY PROPERTY LOSSES (Account 182.1)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

(c)(b)(a) (d)

Description of Extraordinary Loss
[Include in the description the date of

Commission Authorization to use Acc 182.1
and period of amortization (mo, yr to mo, yr).]

Total 
Amount 
of Loss

Losses
Recognised
During Year

WRITTEN OFF DURING YEAR

Account
Charged Amount

Balance at

End of Year

(f)(e)

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

FERC FORM NO. 1 (ED. 12-88) Page 230a

20 TOTAL
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

UNRECOVERED PLANT AND REGULATORY STUDY COSTS (182.2)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

(c)(b)(a) (d)

Description of Unrecovered Plant Total 
Amount 

of Charges

Costs
Recognised
During Year

WRITTEN OFF DURING YEAR

Account
Charged Amount

Balance at

End of Year

(f)(e)

and Regulatory Study Costs [Include
in the description of costs, the date of

Commission Authorization to use Acc 182.2
and period of amortization (mo, yr to mo, yr)]

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

FERC FORM NO. 1 (ED. 12-88) Page 230b

49 TOTAL
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

Transmission Service and Generation Interconnection Study Costs

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. Description

Costs Incurred During

(b)(a)
Period Account Charged

(c)

Reimbursements
Received During

(d)

Account Credited
With Reimbursement

(e)

1. Report the particulars (details) called for concerning the costs incurred and the reimbursements received for performing transmission service and
generator interconnection studies.
2. List each study separately.
3. In column (a) provide the name of the study.
4. In column (b) report the cost incurred to perform the study at the end of period.
5. In column (c) report the account charged with the cost of the study.
6. In column (d) report the amounts received for reimbursement of the study costs at end of period.
7. In column (e) report the account credited with the reimbursement received for performing the study.

the Period

Transmission Studies   1

            662PJM - #Y2-045 Baker 186 (           662) 186   2

   345KV Feasibility Study   3

   4

             38PJM - #Y2-045 Baker 186 (            38) 186   5

   345KV Impact Study   6

   7

         61,221PJM - #Y2-086 Engle 186 (        61,221) 186   8

   69KV Feasibility Study   9

  10

            966PJM - #Y2-086 Engle 186 (           966) 186  11

   69KV Impact Study  12

  13

  14

  15

  16

  17

  18

  19

  20

Generation Studies  21

None  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

FERC FORM NO. 1/1-F/3-Q (NEW. 03-07) Page 231
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

OTHER REGULATORY ASSETS (Account 182.3)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Description and Purpose of Debits  CREDITS
Written off During
the Quarter/Year
Account Charged

(d)(c)(a)

Balance at end of
Current Quarter/Year

(e)

Other Regulatory Assets Written off During
the Period

Amount

(f)

1. Report below the particulars (details) called for concerning other regulatory assets, including rate order docket number, if applicable.
2. Minor items (5% of the Balance in Account 182.3 at end of period, or amounts less than $100,000 which ever is less), may be
grouped by classes.
3. For Regulatory Assets being amortized, show period of amortization.

Balance at
Beginning of

Current
Quarter/Year

(b)

    11,746,110     7,047,666     4,698,444593Deferred Storm Expense   1

Kentucky PSC Case No. 2009-00352   2

Amortz period:  July 2010 - June 2015   3

   4

    12,146,000    12,146,000Deferred Storm Expenses - 2012   5

   6

    86,311,032    86,261,146    14,514,241Various    14,464,355SFAS 109 Deferred FIT   7

   8

    42,344,691    69,339,387     2,923,982Various    29,918,678SFAS 109 Deferred SIT   9

  10

       665,640       632,232        33,408406Post In-Service AFUDC Hanging Rock/  11

Jefferson 765 KV Line  12

Amortz period:  Dec 1984 - Nov 2032  13

  14

       103,729        98,521         5,208406Depreciation Expense - Hanging Rock/  15

Jefferson 765 KV Line  16

Amortz period:  Dec 1984 - Nov 2032  17

  18

     1,589,323       913,756     5,368,465456, 908     4,692,898Deferred DSM Expense  19

  20

       175,010       125,014       299,996188, 506       250,000Deferred Carbon Management Research  21

Kentucky PSC Case 2008-00308 & 2009-00459  22

Amortz period:  July 2010 - June 2018  23

  24

(      107,685)       -85,368           111407        22,428Deferred Equity Carrying Charge  25

  26

       265,003       220,892        44,111407, 421BridgeCo Transmission Org Funding  27

Amortz period:  Jan 2005 - Dec 2019  28

FERC Docket AC04-101-000  29

  30

       274,003       141,799       132,204407, 421PJM Integration Payments  31

Amortz period:  Jan 2005 - Dec 2014  32

FERC Docket EL05-74-000  33

  34

       279,976       233,373        46,603407, 421Other PJM Integration  35

Amortz period:  Jan 2005 - Dec 2019  36

FERC Docket AC04-101-000  37

  38

       148,357       159,697       108,107407, 421       119,447Carrying Charges - RTO Startup Costs  39

Amortz period:  Jan 2005 - Dec 2019  40

FERC Docket AC04-101-000  41

  42

  43

FERC FORM NO. 1/3-Q (REV. 02-04) Page 232
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

OTHER REGULATORY ASSETS (Account 182.3)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Description and Purpose of Debits  CREDITS
Written off During
the Quarter/Year
Account Charged

(d)(c)(a)

Balance at end of
Current Quarter/Year

(e)

Other Regulatory Assets Written off During
the Period

Amount

(f)

1. Report below the particulars (details) called for concerning other regulatory assets, including rate order docket number, if applicable.
2. Minor items (5% of the Balance in Account 182.3 at end of period, or amounts less than $100,000 which ever is less), may be
grouped by classes.
3. For Regulatory Assets being amortized, show period of amortization.

Balance at
Beginning of

Current
Quarter/Year

(b)

       138,700       115,613        23,087407, 421Alliance RTO Deferred Expense   1

Amortz period:  Jan 2005 - Dec 2019   2

FERC Docket AC04-101-000   3

   4

     5,229,713     4,529,769     3,323,024Various     2,623,080SFAS 112 Post Employment Benefit   5

   6

    52,048,201    32,458,110    60,528,936Various    40,938,845SFAS 158 Employers' Accounting for Defined   7

Benefit Pension and Other Postretirement Plans   8

   9

          281    12,625,222Various    12,625,503Unrealized Loss on Forward Commitments  10

  11

       872,859        872,859426Carbon Capture FEED Study  12

  13

    2,382,820     2,924,371926     5,307,191SFAS 106 Medicare Subsidy  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

FERC FORM NO. 1/3-Q (REV. 02-04) Page 232.1

44 TOTAL    214,230,662    108,472,379    216,720,708   110,962,425
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Schedule Page: 232     Line No.: 9     Column: c
Amount includes Regulatory Assets associated with the Mitchell Plant transfer at
12/31/2013. 
Schedule Page: 232.1     Line No.: 7     Column: c
Amount includes Regulatory Assets associated with the Mitchell Plant transfer at
12/31/2013.  
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

MISCELLANEOUS DEFFERED DEBITS (Account 186)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Description of Miscellaneous Debits  CREDITS
Account

(c)(b)(a)

Balance at
End of Year

(d)

Deferred Debits Amount
(e)

Balance at 
Beginning of Year

(f)
Charged

1.  Report below the particulars (details) called for concerning miscellaneous deferred debits.
2.  For any deferred debit being amortized, show period of amortization in column (a)
3.  Minor item (1% of the Balance at End of Year for Account 186 or amounts less than $100,000, whichever is less) may be grouped by
classes.

     10,424,709      14,975,840     13,407,683     17,958,814 408Deferred Property Tax   1
   2

      2,750,000       2,750,000232, 253Liquidated Rail Damages   3
   4

        910,519         866,134     10,745,286     10,700,901 VariousAgency Fees - Factored A/R   5
   6

        542,150         899,942        211,399        569,191 431Unamortized Credit Line Fees   7
Amortized thru July 2017   8

   9
        201,683         488,843        300,667        587,827 VariousDeferred Lease Assets  10

  11
            482             422         27,543         27,483 VariousMiscellaneous Items  12

  13
  14
  15
  16
  17
  18
  19
  20
  21
  22
  23
  24
  25
  26
  27
  28
  29
  30
  31
  32
  33
  34
  35
  36
  37
  38
  39
  40
  41
  42
  43
  44
  45
  46

        184,204         341,782

FERC FORM NO. 1 (ED. 12-94) Page 233

49 TOTAL

47 Misc. Work in Progress

48
Deferred Regulatory Comm.
Expenses (See pages 350 - 351)

     15,013,747      17,572,963
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Schedule Page: 233     Line No.: 1     Column: c
Amount includes Deferred Debits associated with the Mitchell Plant transfer at 12/31/2013.

Schedule Page: 233     Line No.: 7     Column: c
Amount includes Deferred Debits associated with the Mitchell Plant transfer at 12/31/2013.
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(1) X An Original
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ACCUMULATED DEFERRED INCOME TAXES (Account 190)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Description and Location Balance of Begining

(c)(b)(a)

Balance at End
of Year of Year

1.  Report the information called for below concerning the respondent’s accounting for deferred income taxes.
2.  At Other (Specify), include deferrals relating to other income and deductions.

Electric   1

      6,753,194      6,454,725Interest Expense Capitalized   2

      1,946,590      2,181,725Contribution-In-Aid Of Construction   3

      4,548,634      7,110,307Deferred Fuel   4

     -6,799,943     -7,867,069Pension   5

      2,117,922      3,199,428SFAS 106 Post Retirement Expenses   6

     19,299,637      2,640,297Other   7

     27,866,034     13,719,413TOTAL Electric (Enter Total of lines 2 thru 7)   8

Gas   9

  10

  11

  12

  13

  14

Other  15

TOTAL Gas (Enter Total of lines 10 thru 15  16

     28,481,502     14,660,289Other (Specify)  17

     56,347,536     28,379,702TOTAL (Acct 190) (Total of lines 8, 16 and 17)  18

Notes

FERC FORM NO. 1 (ED. 12-88) Page 234
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Schedule Page: 234     Line No.: 17     Column: a

Page 234 Line 17 Beginning of Year End of Year
 - - - - - - - - - -  - - - - - - - -

Non-Utility - Acct 190.2  753,067   874,612
SFAS 109  13,663,909  24,655,788
SFAS 133
SFAS 87

243,313
0

139,917
2,811,185

- - - - - - - - - - - - - -

14,660,289 28,481,502

Summary:

1901001 Accum DFIT - Other 27,866,034
1902001 Accum DFIT - Other Income & Deductions 874,612
1903001 Accum DFIT - SFAS 109 Flow-Thru 24,330,351
1904001 Accum DFIT - SFAS 109 Excess 325,437

- - - - - - - 
SubTotal A/C 190  53,396,434

1900006
1900009

SFAS 133 Non-Affil Fed Accum DFIT
SFAS 87 ADIT Federal - Pension OCI

20,623
2,811,185

1900015 ADIT-Fed-Hdg-CF-Int Rate 119,294
- - - - - - - 

TOTAL A/C 190 56,347,536
 = = = = = = =
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(1) X An Original
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

CAPITAL STOCKS (Account 201 and 204)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Class and Series of Stock and Number of shares

(c)(b)(a)

Call Price at 
End of Year

Par or Stated
Value per share

(d)

Name of Stock Series Authorized by Charter

1.  Report below the particulars (details) called for concerning common and preferred stock at end of year, distinguishing separate
series of any general class.  Show separate totals for common and preferred stock.  If information to meet the stock exchange reporting
requirement outlined in column (a) is available from the SEC 10-K Report Form filing, a specific reference to report form (i.e., year and
company title) may be reported in column (a) provided the fiscal years for both the 10-K report and this report are compatible.
2.  Entries in column (b) should represent the number of shares authorized by the articles of incorporation as amended to end of year.

         50.00      2,000,000Common Stock   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

FERC FORM NO. 1 (ED. 12-91) Page 250
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AS REACQUIRED STOCK (Account 217)

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

CAPITAL STOCKS (Account 201 and 204) (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

OUTSTANDING PER BALANCE SHEET HELD BY RESPONDENT

IN SINKING AND OTHER FUNDS

Shares
(g)

Cost
(h)

Shares SharesAmount

(Total amount outstanding without reduction
for amounts held by respondent)

Amount
(e) (f) (i) (j)

3.  Give particulars (details) concerning shares of any class and series of stock authorized to be issued by a regulatory commission
which have not yet been issued.
4.  The identification of each class of preferred stock should show the dividend rate and whether the dividends are cumulative or
non-cumulative.
5.  State in a footnote if any capital stock which has been nominally issued is nominally outstanding at end of year.
Give particulars (details) in column (a) of any nominally issued capital stock, reacquired stock, or stock in sinking and other funds which
is pledged, stating name of pledgee and purposes of pledge.

     50,450,000      1,009,000    1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

FERC FORM NO. 1 (ED. 12-88) Page 251
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line Item Amount
(b)(a)

OTHER PAID-IN CAPITAL (Accounts 208-211, inc.)

No.

Report below the balance at the end of the year and the information specified below for the respective other paid-in capital accounts.  Provide a
subheading for each account and show a total for the account, as well as total of all accounts for reconciliation with balance sheet, Page 112.  Add more
columns for any account if deemed necessary.  Explain changes made in any account during the year and give the accounting entries effecting such
change.
(a) Donations Received from Stockholders (Account 208)-State amount and give brief explanation of the origin and purpose of each donation.
(b) Reduction in Par or Stated value of Capital Stock (Account 209):  State amount and give brief explanation of the capital change which gave rise to
amounts reported under this caption including identification with the class and series of stock to which related.
(c) Gain on Resale or Cancellation of Reacquired Capital Stock (Account 210):  Report balance at beginning of year, credits, debits, and balance at end
of year with a designation of the nature of each credit and debit identified by the class and series of stock to which related.
(d) Miscellaneous Paid-in Capital (Account 211)-Classify amounts included in this account according to captions which, together with brief explanations,
disclose the general nature of the transactions which gave rise to the reported amounts.

Account 208 - Donations Received From Stockholders   1

    238,750,000              Contributions by Parent Company prior to 2013   2

    375,898,268              Contributions from plant transfer in 2013   3

   4

    614,648,268Subtotal - Account 208   5

   6

Account 209 - Reduction in Par or Stated Value of Capital Stock   7

   8

Account 210 - Gain on Resale/Cancellation of Reacquired Capital Stock   9

  10

Account 211 - Miscellaneous Paid-In-Capital  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

FERC FORM NO. 1 (ED. 12-87) Page 253

40 TOTAL     614,648,268
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

CAPITAL STOCK EXPENSE (Account 214)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Class and Series of Stock Balance at End of Year
(b)(a)

1.  Report the balance at end of the year of discount on capital stock for each class and series of capital stock.
2.  If any change occurred during the year in the balance in respect to any class or series of stock, attach a statement giving particulars
(details) of the change.  State the reason for any charge-off of capital stock expense and specify the account charged.

   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

FERC FORM NO. 1 (ED. 12-87) Page 254b

22 TOTAL
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

LONG-TERM DEBT (Account 221, 222, 223 and 224)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Class and Series of Obligation, Coupon Rate 

(c)(b)(a)

Total expense, 
Premium or Discount

Principal Amount
Of Debt issued(For new issue, give commission Authorization numbers and dates)

1.  Report by balance sheet account the particulars (details) concerning long-term debt included in Accounts 221, Bonds, 222,
Reacquired Bonds, 223, Advances from Associated Companies, and 224, Other long-Term Debt.
2.  In column (a), for new issues, give Commission authorization numbers and dates.
3.  For bonds assumed by the respondent, include in column (a) the name of the issuing company as well as a description of the bonds.
4.  For advances from Associated Companies, report separately advances on notes and advances on open accounts.  Designate
demand notes as such.  Include in column (a) names of associated companies from which advances were received.
5.  For receivers, certificates, show in column (a) the name of the court -and date of court order under which such certificates were
issued.
6.  In column (b) show the principal amount of bonds or other long-term debt originally issued.
7.  In column (c) show the expense, premium or discount with respect to the amount of bonds or other long-term debt originally issued.
8.  For column (c) the total expenses should be listed first for each issuance, then the amount of premium (in parentheses) or discount.
Indicate the premium or discount with a notation, such as (P) or (D).  The expenses, premium or discount should not be netted.
9.  Furnish in a footnote particulars (details) regarding the treatment of unamortized debt expense, premium or discount associated with
issues redeemed during the year.  Also, give in a footnote the date of the Commission’s authorization of treatment other than as
specified by the Uniform System of Accounts.

ACCOUNT 221 - BONDS   1

None   2

SUBTOTAL ACCOUNT 221 - BONDS   3

   4

ACCOUNT 222 - REQUIRED BONDS   5

None   6

SUBTOTAL ACCOUNT 222 - REQUIRED BONDS   7

   8

ACCOUNT 223 - ADVANCES FROM ASSOCIATED COMPANIES   9

     20,000,000Note Payable to Parent Company (American Electric Power Company) - 5.250%  10

     20,000,000SUBTOTAL ACCOUNT 223 - ADVANCES FROM ASSOCIATED COMPANIES  11

  12

ACCOUNT 224 - OTHER LONG-TERM DEBT  13

        736,575     75,000,000Senior Unsecured Notes - 5.625%, Series D  14

  15

      2,277,883    325,000,000Senior Unsecured Notes - 6.000%, Series E  16

      1,667,250KPSC Authority Docket No.2006-0034  17 D

  18

Amortization of Cash Flow Hedges on 6.000% SUN  19

  20

        217,919     40,000,000Senior Unsecured Notes - 7.250%, State Commission Authority Case # 2008-00442  21

  22

        148,032     30,000,000Senior Unsecured Notes - 8.030%, State Commission Authority Case # 2008-00442  23

  24

        342,285     60,000,000Senior Unsecured Notes - 8.130%, State Commission Authority Case # 2008-00442  25

  26

Floating Rate Term Credit Agreement, Due 2015  27

        299,549    200,000,000FERC Docket EC-13-28-000 Authority  28

  29

  30

      5,689,493    730,000,000SUBTOTAL ACCOUNT 224 - OTHER LONG-TERM DEBT  31

  32

FERC FORM NO. 1 (ED. 12-96) Page 256

33 TOTAL     750,000,000       5,689,493
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

LONG-TERM DEBT (Account 221, 222, 223 and 224) (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.Nominal Date

of Issue
Date of
Maturity

AMORTIZATION PERIOD

Date From Date To

Outstanding
(Total amount outstanding without

reduction for amounts held by
respondent)

Interest for Year
Amount

(d) (e) (f) (g) (h) (i)

10.  Identify separate undisposed amounts applicable to issues which were redeemed in prior years.
11.  Explain any debits and credits other than debited to Account 428, Amortization and Expense, or credited to Account 429, Premium
on Debt - Credit.
12.  In a footnote, give explanatory (details) for Accounts 223 and 224 of net changes during the year.  With respect to long-term
advances, show for each company:  (a) principal advanced during year, (b) interest added to principal amount, and (c) principle repaid
during year.  Give Commission authorization numbers and dates.
13.  If the respondent has pledged any of its long-term debt securities give particulars (details) in a footnote including name of pledgee
and purpose of the pledge.
14.  If the respondent has any long-term debt securities which have been nominally issued and are nominally outstanding at end of
year, describe such securities in a footnote.
15.  If interest expense was incurred during the year on any obligations retired or reacquired before end of year, include such interest
expense in column (i).  Explain in a footnote any difference between the total of column (i) and the total of Account 427, interest on
Long-Term Debt and Account 430, Interest on Debt to Associated Companies.
16.  Give particulars (details) concerning any long-term debt authorized by a regulatory commission but not yet issued.

   1

   2

   3

   4

   5

   6

   7

   8

   9

     20,000,000       1,050,00006/01/201502/05/2004   10

     20,000,000       1,050,000   11

  12

  13

     75,000,000       4,218,75012/01/203206/13/200312/01/203206/13/2003   14

  15

    325,000,000      19,500,00009/15/201709/11/200709/15/201709/11/2007   16

  17

  18

         92,95609/15/201709/11/2007   19

  20

     40,000,000       2,900,00006/18/202106/18/200906/18/202106/18/2009   21

  22

     30,000,000       2,409,00006/18/202906/18/200906/18/202906/18/2009   23

  24

     60,000,000       4,878,00006/18/203906/18/200906/18/203906/18/2009   25

  26

  27

    200,000,00005/13/201512/31/201305/13/201512/31/2013   28

  29

  30

    730,000,000      33,998,706   31

  32

FERC FORM NO. 1 (ED. 12-96) Page 257

33    750,000,000      35,048,706
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Schedule Page: 256     Line No.: 26     Column: i
The difference between the total interest on this schedule and the total of account 427
and 430 is due to interest on short-term advances from the AEP Money Pool. 
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

RECONCILIATION OF REPORTED NET INCOME WITH TAXABLE INCOME FOR FEDERAL INCOME TAXES

Kentucky Power Company
X

04/11/2014
2013/Q4

Particulars (Details)
(b)(a)

Amount Line
No.

1.  Report the reconciliation of reported net income for the year with taxable income used in computing Federal income tax accruals and show
computation of such tax accruals.  Include in the reconciliation, as far as practicable, the same detail as furnished on Schedule M-1 of the tax return for
the year.  Submit a reconciliation even though there is no taxable income for the year.  Indicate clearly the nature of each reconciling amount.
2.  If the utility is a member of a group which files a consolidated Federal tax return, reconcile reported net income with taxable net income as if a
separate return were to be field, indicating, however, intercompany amounts to be eliminated in such a consolidated return.  State names of group
member, tax assigned to each group member, and basis of allocation, assignment, or sharing of the consolidated tax among the group members.
3.  A substitute page, designed to meet a particular need of a company, may be used as Long as the data is consistent and meets the requirements of
the above instructions.  For electronic reporting purposes complete Line 27 and provide the substitute Page in the context of a footnote.

     13,872,009Net Income for the Year (Page 117)   1

   2

   3

Taxable Income Not Reported on Books   4

   5

   6

   7

   8

Deductions Recorded on Books Not Deducted for Return   9

  10

  11

  12

  13

Income Recorded on Books Not Included in Return  14

  15

  16

  17

  18

Deductions on Return Not Charged Against Book Income  19

  20

  21

  22

  23

  24

  25

  26

     21,729,420Federal Tax Net Income  27

Show Computation of Tax:  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

FERC FORM NO. 1 (ED. 12-96) Page 261
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Schedule Page: 261     Line No.: 28     Column: b
Name of Respondent Year/Period of Report

Kentucky Power Company 2013/Q4

Schedule Page:  261    Line No.: 29   
Column: b

In
(000's)

Net Income for the year per
Page 117, Line 78

13,872 

Federal Income Taxes 7,637 
State Income Taxes 2,501 

Pretax Book Income 24,010 
Increase (Decrease) in Taxable
Income resulting from:
  Allowance for Funds Used During Construction and Other Differences
  between Items Capitalizes for Books and Expensed for Tax (392)
  Capitalized Relocation Costs 0 
  Deferred Fuel Cost (Net) (5,078)
  Deferred Storm Damage 4,698 
  Demand Side Management (Net) 675 
  Emission Allowances (Net) (4,263)
  Excess Tax Vs. Book
Depreciation

(30,472)

  Mark-to-Market 2,127 
  Pension Expenses (Net) 3,011 
  RTO Expenses and Carrying Charges 188 
  Removal Costs - ACRS (7,072)
  Repair Allowance 0 
  Book Unit of Property Adjustment (50)
  Self Insurance - Book Reserve 99 
  SFAS 106 - Post Retirement Benefit Expense Accrued/Funded (Net) (1,123)
  Medicare subsidy 0 

  Tax Accruals and Deferrals (300)
  Pollution Control Equipment 4,500 
  Accrd Book ARO Exp (322)
  Misc Book Accruals, Reserves and Deferrals 33,096 
  Provision for Possible Revenue Refunds (2,421)
  Sales & Use Tax Reserves 453 
  Accrued Tax Reserve - FIN 48 (5)
  Accrued Interest - Long & Short Term 111 
  Mitigation Programs - Federal & State (268)
  Non-Deductible Fines & Penalties 4 
  Other (Net) 3,204 

Federal Taxable Income before
State Income Taxes

24,410 

State Income Taxes 2,681 

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission
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Federal Taxable Net Income - Estimated
Current Year Taxable Income
  (Separate Return Basis) 21,729 

Computation of Tax
  Federal Income Tax on Current Year Taxable Income      
  (Separate Return Basis) at the Statutory Rate of 35%

7,605 
  Adjustment due to System Consolidation (a) (293)
  Tax Provision Adjustment 0 
  Audit Settlement (1,056)
  R&D Credit 0 
  Estimated Tax Currently Payable (b) 6,256 
Adjustments of Prior Year's Accruals (Net) (2,835)
      Estimated Current Federal Income Taxes (Net) 3,421 

a) Represents the allocation of estimated current year net operating tax loss of American Electric Power
Company, Inc.

b) The company joins in the filing of a consolidated Federal income tax return with its affiliated companies
in the AEP system.  The allocation of the AEP System's consolidated Federal income tax to the System
companies, allocates the benefit of the current losses to the System companies giving rise to them in
determining their current tax expense.  The tax loss of the System parent company, American Electric
Power, Inc., is allocated to its subsidiaries with taxable income.  With the exception of the loss the parent
company, the method of allocation approximates a separate return result for each company in the
consolidating group.

INSTRUCTION 2
* The tax computation above represents an estimate of the company's allocated portion of the System
consolidated Federal income tax.  The computation of actual 2013 system Federal income taxes will not
be available until the consolidated Federal income tax return is completed and filed by September 2014. 
The actual allocation of the system consolidated federal income tax to the members of the consolidated
group will not be available until after the consolidated federal tax return is filed.
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Kind of Tax
(See instruction 5)

BALANCE AT BEGINNING OF YEAR
Taxes Accrued
(Account 236)

Prepaid Taxes
(Include in Account 165)

Taxes
Charged
During
Year

Taxes
Paid 

During
Adjust-
ments

Year
(a) (b) (c) (d) (e) (f)

1.  Give particulars (details) of the combined prepaid and accrued tax accounts and show the total taxes charged to operations and other accounts during
the year.  Do not include gasoline and other sales taxes which have been charged to the accounts to which the taxed material was charged.  If the
actual, or estimated amounts of such taxes are know, show the amounts in a footnote and designate whether estimated or actual amounts.
2.  Include on this page, taxes paid during the year and charged direct to final accounts, (not charged to prepaid or accrued taxes.)
Enter the amounts in both columns (d) and (e).  The balancing of this page is not affected by the inclusion of these taxes.
3.  Include in column (d) taxes charged during the year, taxes charged to operations and other accounts through (a) accruals credited to taxes accrued,
(b)amounts credited to proportions of prepaid taxes chargeable to current year, and (c) taxes paid and charged direct to operations or accounts other
than accrued and prepaid tax accounts.
4.  List the aggregate of each kind of tax in such manner that the total tax for each State and subdivision can readily be ascertained.

FEDERAL TAXES:   1

      2,591,448          85,022      3,421,412     -5,089,401INCOME TAX   2

        -14,832         14,832INCOME TAX - IRS Audit   3

      2,485,869      2,465,814        357,577FICA - 2013   4

         34,832         47,465         17,606Unemployment - 2013   5

   6

          2,489          2,489Federal Excise Tax - 2013   7

   8

         -5,418         -7,192STATE INC. TAX - FIN 48   9

  10

STATE OF ILLINOIS:  11

Income         2011  12

        -60,261        -94,182         33,921                    2012  13

        168,361         67,018                    2013  14

STATE OF KENTUCKY:  15

Income         2011  16

        -37,913        -79,399         41,486                    2012  17

      3,437,913      2,609,022                    2013  18

            340            340License Fee 2013  19

  20

  21

  22

         37,583         45,408            274Unemployment - KY 2013  23

  24

        515,095        515,095PUBLIC SER COMM'S-2012  25

        946,244        473,122PUBLIC SER COMM'S-2013  26

        233,592         24,843         42,719        251,468USE TAX - 2012  27

      1,139,572      1,207,682USE TAX - 2013  28

       -294,773        294,773SALES TAX - 2012  29

        274,001SALES TAX - 2013  30

            811            811REAL & PERS PROP-2008  31

        160,396         63,659         96,737REAL & PERS PROP-2010  32

        545,631         15,173        530,458REAL & PERS PROP-2011  33

      5,742,893     10,424,707REAL & PERS PROP-2012  34

     10,800,840REAL & PERS PROP-2013  35

            242        -10,026         10,268PERS PROP LEASED-2011  36

            208         -4,165          4,373PERS PROP LEASED-2012  37

             23         17,300PERS PROP LEASED-2013  38

         12,302         27,000REAL PROP LEASES-2013  39

  40

        852,587

FERC FORM NO. 1 (ED. 12-96) Page 262

TOTAL41      22,121,550      17,397,618       4,245,190      6,548,715

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 583 of 1829



Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Kind of Tax
(See instruction 5)

BALANCE AT BEGINNING OF YEAR
Taxes Accrued
(Account 236)

Prepaid Taxes
(Include in Account 165)

Taxes
Charged
During
Year

Taxes
Paid 

During
Adjust-
ments

Year
(a) (b) (c) (d) (e) (f)

1.  Give particulars (details) of the combined prepaid and accrued tax accounts and show the total taxes charged to operations and other accounts during
the year.  Do not include gasoline and other sales taxes which have been charged to the accounts to which the taxed material was charged.  If the
actual, or estimated amounts of such taxes are know, show the amounts in a footnote and designate whether estimated or actual amounts.
2.  Include on this page, taxes paid during the year and charged direct to final accounts, (not charged to prepaid or accrued taxes.)
Enter the amounts in both columns (d) and (e).  The balancing of this page is not affected by the inclusion of these taxes.
3.  Include in column (d) taxes charged during the year, taxes charged to operations and other accounts through (a) accruals credited to taxes accrued,
(b)amounts credited to proportions of prepaid taxes chargeable to current year, and (c) taxes paid and charged direct to operations or accounts other
than accrued and prepaid tax accounts.
4.  List the aggregate of each kind of tax in such manner that the total tax for each State and subdivision can readily be ascertained.

STATE OF WEST VIRGINIA:   1

        -63,670Income          2009   2

        -55,878         -6,378        -49,500                     2012   3

         49,500          7,407                     2013   4

Franchise -  2011   5

        -37,075         -9,120        -27,955                    2012   6

         38,300          3,782                    2013   7

            742           -402          1,144USE - 2012   8

          4,480          5,056USE - 2013   9

        452,900USE - Audit  10

          2,051          2,051Real & Pers Prop Taxes  11

      1,430,000Real & Pers Prop Taxes  12

      2,745,000Real & Pers Prop Taxes  13

  14

            863            863PERS PROP LEASED-2012  15

  16

             45             45WV License Fee - 2013  17

  18

          1,260          1,504WV State Unemployment -  19

OK State License Fee 2012  20

Michigan License Fee 2011  21

Tennessee License Fee 2011  22

Utah License Fee 2011  23

Wyoming License Fee 2011  24

  25

STATE OF OHIO:  26

Income - 2000  27

  28

          1,539        -31,461         33,000OH CAT TAX - 2012  29

         39,373         54,373OH CAT TAX - 2013  30

        -44,951        -44,951OH CAT TAX - Refunds  31

STATE OF MICHIGAN:  32

Income          2011  33

        -31,368           -150        -31,218                     2012  34

          6,934          3,170                    2013  35

OTHER:  36

            200           -200REAL/PERS PROP-LA-2012  37

PA License Fee - 2009  38

         71,358PA Gross Receipts - Audit  39

  40

        852,587

FERC FORM NO. 1 (ED. 12-96) Page 262.1
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.(Taxes accrued

BALANCE AT END OF YEAR
Prepaid Taxes Electric

(Account 408.1, 409.1)
Extraordinary Items

(Account 409.3)
Adjustments to Ret. OtherEarnings (Account 439)

(g) (h) (i) (j) (k) (l)
Account 236) (Incl. in Account 165)

DISTRIBUTION OF TAXES CHARGED

5.  If any tax (exclude Federal and State income taxes)- covers more then one year, show the required information separately for each tax year,
identifying the year in column (a).
6.  Enter all adjustments of the accrued and prepaid tax accounts in column (f) and explain each adjustment in a foot- note.  Designate debit adjustments
by parentheses.
7.  Do not include on this page entries with respect to deferred income taxes or taxes collected through payroll deductions or otherwise pending
transmittal of such taxes to the taxing authority.
8.  Report in columns (i) through (l) how the taxes were distributed.  Report in column (I) only the amounts charged to Accounts 408.1 and 409.1
pertaining to electric operations.  Report in column (l) the amounts charged to Accounts 408.1 and 109.1 pertaining to other utility departments and
amounts charged to Accounts 408.2 and 409.2.  Also shown in column (l) the taxes charged to utility plant or other balance sheet accounts.
9.  For any tax apportioned to more than one utility department or account, state in a footnote the basis (necessity) of apportioning such tax.

   1

        480,595      2,940,817     -4,174,415    2

   3

      1,044,482      1,421,332        337,522    4

          8,425         39,040         30,239    5

   6

          2,489    7

   8

         -5,418        -12,610    9

  10

  11

  12

           -274        -93,908   13

          4,803         62,215       -101,343   14

  15

  16

         -4,520        -74,879   17

        201,279      2,407,743       -828,891   18

            340   19

  20

  21

  22

         15,053         30,355          8,099   23

  24

        515,095   25

        473,122        473,122   26

         23,734          1,109   27

      1,196,507         11,175         47,060        115,170   28

  29

        274,001   30

            811   31

         -2,688         66,347   32

         15,173   33

     -9,939,409      9,939,409      4,681,814   34

     10,800,840     10,800,840   35

        -10,026   36

         -4,165   37

         17,300         17,277   38

         27,000         14,698   39

  40

FERC FORM NO. 1 (ED. 12-96) Page 263
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.(Taxes accrued

BALANCE AT END OF YEAR
Prepaid Taxes Electric

(Account 408.1, 409.1)
Extraordinary Items

(Account 409.3)
Adjustments to Ret. OtherEarnings (Account 439)

(g) (h) (i) (j) (k) (l)
Account 236) (Incl. in Account 165)

DISTRIBUTION OF TAXES CHARGED

5.  If any tax (exclude Federal and State income taxes)- covers more then one year, show the required information separately for each tax year,
identifying the year in column (a).
6.  Enter all adjustments of the accrued and prepaid tax accounts in column (f) and explain each adjustment in a foot- note.  Designate debit adjustments
by parentheses.
7.  Do not include on this page entries with respect to deferred income taxes or taxes collected through payroll deductions or otherwise pending
transmittal of such taxes to the taxing authority.
8.  Report in columns (i) through (l) how the taxes were distributed.  Report in column (I) only the amounts charged to Accounts 408.1 and 409.1
pertaining to electric operations.  Report in column (l) the amounts charged to Accounts 408.1 and 109.1 pertaining to other utility departments and
amounts charged to Accounts 408.2 and 409.2.  Also shown in column (l) the taxes charged to utility plant or other balance sheet accounts.
9.  For any tax apportioned to more than one utility department or account, state in a footnote the basis (necessity) of apportioning such tax.

   1

        -63,670    2

            -68         -6,310    3

          1,809          5,598        -42,093    4

   5

         -9,120    6

          3,782        -34,518    7

           -402    8

          5,056            576    9

        110,430        342,470        452,900   10

          2,051   11

      1,430,000   12

      2,745,000   13

  14

            863   15

  16

             45   17

  18

            504          1,000            244   19

  20

  21

  22

  23

  24

  25

  26

  27

  28

        -31,461   29

         54,373         15,000   30

         -5,868        -39,083   31

  32

  33

             -5           -145   34

            236          2,934         -3,764   35

  36

            200   37

  38

         71,358         71,358   39

  40

FERC FORM NO. 1 (ED. 12-96) Page 263.1
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Schedule Page: 262     Line No.: 2     Column: f
$70,939 - Tax Credit Carryforward
$14,082 - IRS Audit Reclass
     $1 - Other Reclass
--------
85,022

Schedule Page: 262     Line No.: 3     Column: f
IRS Audit Reclass $14,832 
Schedule Page: 262     Line No.: 29     Column: a
Consist of a prepayment for sales tax only; a collect & remit tax. Beginning in 2009,
included for purpose of reporting all prepaid tax activity. 
Schedule Page: 262     Line No.: 30     Column: a
Consist of a prepayment for sales tax only; a collect & remit tax. Beginning in 2009,
included for purpose of reporting all prepaid tax activity. 
Schedule Page: 262.1     Line No.: 12     Column: f
Transfer to Kentucky Power their portion of the Mitchell Plant property tax liability as a
result of corporate separation.
Schedule Page: 262.1     Line No.: 13     Column: f
Transfer to Kentucky Power their portion of the Mitchell Plant property tax liability as a
result of corporate separation. 
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ACCUMULATED DEFERRED INVESTMENT TAX CREDITS (Account 255)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Account Balance at Beginning

(c)
(b)(a)

of YearSubdivisions AdjustmentsDeferred for Year Allocations to
Current Year's Income

Account No. Amount Account No. Amount
(d) (e) (f) (g)

Report below information applicable to Account 255.  Where appropriate, segregate the balances and transactions by utility and
nonutility operations.  Explain by footnote any correction adjustments to the account balance shown in column (g).Include in column (i)
the average period over which the tax credits are amortized.

Electric Utility   1

3%   2

4%   3

7%   4

10%         355,759 411.4         230,012   5

   6

   7

TOTAL         355,759         230,012   8

Other (List separately
and show 3%, 4%, 7%,
10% and TOTAL)

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

  46

  47

  48

FERC FORM NO. 1 (ED. 12-89) Page 266
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Balance at End

(i)(h)

of Year

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ACCUMULATED DEFERRED INVESTMENT TAX CREDITS (Account 255) (continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

ADJUSTMENT EXPLANATIONAverage Period
of Allocation

to Income

   1

   2

   3

   4

        125,747 Various    5

   6

   7

        125,747    8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

  46

  47

  48

FERC FORM NO. 1 (ED. 12-89) Page 267
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

OTHER DEFFERED CREDITS (Account 253)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Description and Other DEBITS
 Credits

Account
(c)(b)(a)

Balance at
End of Year

(d)

Deferred Credits Amount

(e)

Balance at 
Beginning of Year Contra

(f)

1.  Report below the particulars (details) called for concerning other deferred credits.

2.  For any deferred credit being amortized, show the period of amortization.

3.  Minor items (5% of the Balance End of Year for Account 253 or amounts less than $100,000, whichever is greater) may be grouped by classes.

         78,940TV Pole Attachments          90,828        631,529        619,641454   1

   2

      2,634,498Customer Advance Receipts       1,986,684     21,728,515     22,376,329142, 143   3

   4

        162,614Deferred Gain:         156,932          5,682124   5

   Fiber Optic Agrmts-In Kind Svc   6

   Amortize through June 2026   7

   8

        116,729Deferred Revenue         103,173         13,556451   9

   Fiber Optic Lines-Sold-Defd Rev  10

   Amortize through January 2025  11

  12

        260,279IPP - System Upgrade Credits         268,842          8,563  13

  14

          6,461Miscellaneous          20,484         21,050          7,027Various  15

  16

        754,942Federal Mitigation Deferral (NSR)       1,110,644        355,702  17

  18

        987,973Contract Settlement Reserve         221,618          9,954        776,309Various  19

  20

        118,893Fiber Optic Annual Maintenance         118,893143  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

  46

FERC FORM NO. 1 (ED. 12-94) Page 269

47 TOTAL      22,755,313     23,917,437       3,959,205      5,121,329
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Schedule Page: 269     Line No.: 17     Column: e
Amount includes Deferred Credits related to Mitchell Plant transfer to KPCo on 12/31/2013.
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ACCUMULATED DEFERRED INCOME TAXES - ACCELERATED AMORTIZATION PROPERTY (Account 281)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Account

(a) (b) (c) (d)

Balance at
Beginning of Year

CHANGES DURING YEAR

Amounts Debited Amounts Credited 
to Account 410.1 to Account 411.1

1.  Report the information called for below concerning the respondent’s accounting for deferred income taxes rating to amortizable
property.
2.  For other (Specify),include deferrals relating to other income and deductions.

   1 Accelerated Amortization (Account 281)

   2 Electric

   3 Defense Facilities

      1,584,930     26,644,638   4 Pollution Control Facilities

   5 Other (provide details in footnote):

   6

   7

      1,584,930     26,644,638   8 TOTAL Electric (Enter Total of lines 3 thru 7)

   9 Gas

  10 Defense Facilities

  11 Pollution Control Facilities

  12 Other (provide details in footnote):

  13

  14

  15 TOTAL Gas (Enter Total of lines 10 thru 14)

  16

      1,584,930     26,644,638  17 TOTAL (Acct 281) (Total of 8, 15 and 16)

  18 Classification of TOTAL

      1,584,930     26,644,638  19 Federal Income Tax

  20 State Income Tax

  21 Local Income Tax

FERC FORM NO. 1 (ED. 12-96) Page 272
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ACCUMULATED DEFERRED INCOME TAXES _ ACCELERATED AMORTIZATION PROPERTY (Account 281) (Continued) 

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

CHANGES DURING YEAR ADJUSTMENTS
Balance at

End of Year
Debits CreditsAmounts Debited

to Account 410.2
Amounts Credited 
to Account 411.2 Account

Credited
Amount

Debited
Account Amount

(e) (f) (h) (j) (k)(g) (i)

3.  Use footnotes as required.

   1

   2

   3

Various      86,593,718     61,534,010    4

   5

   6

   7

     86,593,718     61,534,010    8

   9

  10

  11

  12

  13

  14

  15

  16

     86,593,718     61,534,010   17

  18

     86,593,719     61,534,011   19

  20

  21

FERC FORM NO. 1 (ED. 12-96) Page 273
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Schedule Page: 272     Line No.: 4     Column: j
NOTE> ADFIT credited to account 281 as a result of the transfer of 50% of Mitchell Plant
from Ohio Power Company to Kentucky Power Company as a part of Corporate Separation. 
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ACCUMULATED DEFFERED INCOME TAXES - OTHER PROPERTY (Account 282)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Account

(a) (b) (c) (d)

Balance at
Beginning of Year

CHANGES DURING YEAR

Amounts Debited Amounts Credited 
to Account 410.1 to Account 411.1

1.  Report the information called for below concerning the respondent’s accounting for deferred income taxes rating to property not
subject to accelerated amortization
2.  For other (Specify),include deferrals relating to other income and deductions.

Account 282   1

Electric     198,723,117      25,784,035       8,870,312   2

Gas   3

   4

TOTAL (Enter Total of lines 2 thru 4)     198,723,117      25,784,035       8,870,312   5

SFAS 109      53,778,616   6

   7

   8

TOTAL Account 282 (Enter Total of lines 5 thru     252,501,733      25,784,035       8,870,312   9

Classification of TOTAL  10

Federal Income Tax     252,501,733      25,784,035       8,870,312  11

State Income Tax  12

Local Income Tax  13

FERC FORM NO. 1 (ED. 12-96) Page 274
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ACCUMULATED DEFERRED INCOME TAXES - OTHER PROPERTY (Account 282) (Continued) 

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

CHANGES DURING YEAR ADJUSTMENTS
Balance at

End of Year
Debits CreditsAmounts Debited

to Account 410.2
Amounts Credited 
to Account 411.2 Account

Credited
Amount

Debited
Account Amount

(e) (f) (h) (j) (k)(g) (i)

3.  Use footnotes as required.

   1

    308,760,451Various      93,123,611    2

   3

   4

    308,760,451     93,123,611    5

     55,459,218Various       1,680,602    6

   7

   8

    364,219,669     94,804,213    9

  10

    364,219,669     94,804,213   11

  12

  13

FERC FORM NO. 1 (ED. 12-96) Page 275
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Schedule Page: 274     Line No.: 2     Column: j
 ADFIT credited to account 282 as a result of the transfer of 50% of Mitchell Plant from
Ohio Power Company to Kentucky Power Company as a part of Corporate Separation.

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ACCUMULATED DEFFERED INCOME TAXES - OTHER (Account 283)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Account

(a) (b) (c) (d)

Balance at
Beginning of Year

CHANGES DURING YEAR
Amounts Debited Amounts Credited 
to Account 410.1 to Account 411.1

1.  Report the information called for below concerning the respondent’s accounting for deferred income taxes relating to amounts
recorded in Account 283.
2.  For other (Specify),include deferrals relating to other income and deductions.

Account 283  1

Electric  2

      4,150,133      3,365,650      4,335,393Deferred Fuel Costs  3

      2,002,580        560,189      3,499,149Mark to Market  4

         64,765        208,794      1,811,061Capitalized Software - Book  5

      9,756,145      5,382,925      1,539,373SFAS 158  6

      1,149,483        904,502      1,830,400Reg Asset - SFAS 112  7

      1,965,289      3,513,542      5,518,226Other  8

     19,088,395     13,935,602     18,533,602TOTAL Electric (Total of lines 3 thru 8)  9

Gas 10

 11

 12

 13

 14

 15

 16

TOTAL Gas (Total of lines 11 thru 16) 17

     87,473,193Other 18

     19,088,395     13,935,602    106,006,795TOTAL (Acct 283) (Enter Total of lines 9, 17 and 18) 19

Classification of TOTAL 20

     19,088,395     14,845,406     63,662,104Federal Income Tax 21

     42,344,691State Income Tax 22

Local Income Tax 23

FERC FORM NO. 1 (ED. 12-96) Page 276

NOTES
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ACCUMULATED DEFERRED INCOME TAXES - OTHER (Account 283) (Continued) 

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

CHANGES DURING YEAR ADJUSTMENTS
Balance at

End of Year
Debits CreditsAmounts Debited

to Account 410.2
Amounts Credited 
to Account 411.2 Account

Credited
Amount

Debited
Account Amount

(e) (f) (h) (j) (k)(g) (i)

3.  Provide in the space below explanations for Page 276 and 277.  Include amounts relating to insignificant items listed under Other.
4.  Use footnotes as required.

   1

   2

      3,550,910    3

      2,056,758    4

      1,955,090    5

     -3,418,116      7,375,173VariousVarious       7,959,442    6

      1,585,419    7

     32,620,724     25,781,548VariousVarious         227,303    8

     38,350,785     33,156,721      8,186,745    9

  10

  11

  12

  13

  14

  15

  16

  17

    123,961,766     45,508,122VariousVarious          7,811       9,027,360   18

    162,312,551     78,664,843          7,811      17,214,105   19

  20

     81,868,811     36,732,008VariousVarious          7,811      14,290,123   21

     80,443,740     41,023,031VariousVarious       2,923,982   22

  23

FERC FORM NO. 1 (ED. 12-96) Page 277
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Schedule Page: 276     Line No.: 6     Column: j
ADFIT debited and credited to account 283 as  a result of the transfer of 50% of Mitchell
Plant from Ohio Power Generation to Kentucky Power Generation as a part of Corporate
Separation.
Schedule Page: 276     Line No.: 8     Column: j
ADFIT and ADSIT debited and credited to account 283 as  a result of the transfer of 50% of
Mitchell Plant from Ohio Power Generation to Kentucky Power Generation as a part of
Corporate Separation. 
Schedule Page: 276     Line No.: 18     Column: k

    Beginning Balance  Ending Balance
    ------------------- ----------------
Non-Utility                     75,853   129,391
SFAS 109                    87,374,194        123,799,574
SFAS 133      23,146    32,801
    -------------------- -----------------
           87,473,193                 123,961,766

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

OTHER REGULATORY LIABILITIES (Account 254)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Description and Purpose of DEBITS

 CreditsAccount

(d)(c)(a)

Balance at End
of Current

Quarter/Year

(e)

Other Regulatory Liabilities Amount

(f)
Credited

1. Report below the particulars (details) called for concerning other regulatory liabilities, including rate order docket  number, if applicable.
2. Minor items (5% of the Balance in Account 254 at end of period, or amounts less than $100,000 which ever is less),  may be grouped
by classes.
3. For Regulatory Liabilities being amortized, show period of amortization.

Balance at Begining
of Current

Quarter/Year

(b)

       233,489         386,978        309,921       463,410Home Energy Assistance Program Various   1

   2

     1,166,821         175,302        997,530         6,011SFAS 109 Deferred FIT Various   3

   4

     4,287,555      17,459,498      3,258,694    16,430,637Unrealized Gain on Forward Commitments Various   5

   6

           614            614Green Pricing Option   7

   8

     7,928,323       7,928,323      2,850,638     2,850,638Over Recovered Fuel Cost Various   9

  10

       215,164         256,669         41,505Kentucky Enhanced Reliability Various  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

FERC FORM NO. 1/3-Q (REV 02-04) Page 278

41 TOTAL     19,792,201    26,206,770      7,417,397    13,831,966
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ELECTRIC OPERATING REVENUES (Account 400)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Title of Account

(c)(b)(a)

Operating Revenues Year
to Date Quarterly/Annual

1. The following instructions generally apply to the annual version of these pages.  Do not report quarterly data in columns (c), (e), (f), and (g).  Unbilled revenues and MWH
related to unbilled revenues need not be reported separately as required in the annual version of these pages.
2.  Report below operating revenues for each prescribed account, and manufactured gas revenues in total.
3.  Report number of customers, columns (f) and (g), on the basis of meters, in addition to the number of flat rate accounts; except that where separate meter readings are added
for billing purposes, one customer should be counted for each group of meters added.  The -average number of customers means the average of twelve figures at the close of
each month.
4.  If increases or decreases from previous period (columns (c),(e), and (g)), are not derived from previously reported figures, explain any inconsistencies in a footnote.
5.  Disclose amounts of $250,000 or greater in a footnote for accounts 451, 456, and 457.2.

Operating Revenues
Previous year (no Quarterly)

Sales of Electricity   1

    205,798,905(440) Residential Sales     215,884,709   2

(442) Commercial and Industrial Sales   3

    125,717,218Small (or Comm.) (See Instr. 4)     128,311,276   4

    167,974,954Large (or Ind.) (See Instr. 4)     166,444,950   5

      1,545,674(444) Public Street and Highway Lighting       1,560,346   6

(445) Other Sales to Public Authorities   7

(446) Sales to Railroads and Railways   8

(448) Interdepartmental Sales   9

    501,036,751TOTAL Sales to Ultimate Consumers     512,201,281  10

    100,941,442(447) Sales for Resale     122,418,742  11

    601,978,193TOTAL Sales of Electricity     634,620,023  12

      1,635,430(Less) (449.1) Provision for Rate Refunds        -478,327  13

    600,342,763TOTAL Revenues Net of Prov. for Refunds     635,098,350  14

Other Operating Revenues  15

      3,268,233(450) Forfeited Discounts       3,340,356  16

        353,912(451) Miscellaneous Service Revenues         380,114  17

(453) Sales of Water and Water Power  18

      7,006,537(454) Rent from Electric Property       6,403,606  19

(455) Interdepartmental Rents  20

      3,289,883(456) Other Electric Revenues       3,844,369  21

     17,193,946(456.1) Revenues from Transmission of Electricity of Others      17,524,583  22

(457.1) Regional Control Service Revenues  23

(457.2) Miscellaneous Revenues  24

  25

     31,112,511TOTAL Other Operating Revenues      31,493,028  26

    631,455,274TOTAL Electric Operating Revenues     666,591,378  27

Page 300FERC FORM NO. 1/3-Q (REV. 12-05)
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ELECTRIC OPERATING REVENUES (Account 400)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

MEGAWATT HOURS SOLD

Previous Year (no Quarterly)Current Year (no Quarterly)

AVG.NO. CUSTOMERS PER MONTH

Year to Date Quarterly/Annual Amount Previous year (no Quarterly)

(d) (e) (f) (g)

6.  Commercial and industrial Sales, Account 442, may be classified according to the basis of classification (Small or Commercial, and Large or Industrial) regularly used by the
respondent if such basis of classification is not generally greater than 1000 Kw of demand.  (See Account 442 of the Uniform System of Accounts.  Explain basis of classification
in a footnote.)
7.  See pages 108-109, Important Changes During Period, for important new territory added and important rate increase or decreases.
8.  For Lines 2,4,5,and 6, see Page 304 for amounts relating to unbilled revenue by accounts.
9.  Include unmetered sales.  Provide details of such Sales in a footnote.

   1

      2,240,727         140,929        140,164      2,311,805    2

   3

      1,349,653          30,059         30,265      1,345,467    4

      3,059,752           1,368          1,324      2,869,662    5

         10,524             401            385         10,587    6

   7

   8

   9

      6,660,656         172,757        172,138      6,537,521   10

      2,936,231             102             82      3,396,006   11

      9,596,887         172,859        172,220      9,933,527   12

  13

      9,596,887         172,859        172,220      9,933,527   14

Page 301

Line 12, column (b) includes $                                       of unbilled revenues.

Line 12, column (d) includes                                          MWH relating to unbilled revenues

     -1,197,797

        -37,129
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Schedule Page: 300     Line No.: 10     Column: b
Detail of Unmetered Sales:

Revenue MWH Average
Customers

Residential       5,007,159       26,741        40,046
Commercial       2,268,847       15,423         7,149
Industrial         123,513           923            252
Public Street Lighting           23,112           110              36

Total       7,422,631       43,197        47,483

Schedule Page: 300     Line No.: 17     Column: b
Customer Service Revenues (1) $             366,058
All other under $25,000 each                14,056

$             380,114

(1) - Includes customer connects, reconnects, disconnects, temporary services and other charges billed to customers.

Schedule Page: 300     Line No.: 21     Column: b
Description YTD

4560007 Oth Elec Rev - Demand Side Management Program 3,323,488
4560015 Other Electric Revenues - ABD 479,654

All Other (under $250,000) 41,227
3,844,369

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. Description of Service

(a)

REGIONAL TRANSMISSION SERVICE REVENUES (Account 457.1)

1.  The respondent shall report below the revenue collected for each service (i.e., control area administration, market administration,
etc.) performed pursuant to a Commission approved tariff.  All amounts separately billed must be detailed below.

Balance at End of

(c)(b)

Balance at End of
Quarter 1 Quarter 2

Balance at End of
Quarter 3

(d) (e)

Balance at End of
Year

   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

FERC FORM NO. 1/3-Q (NEW. 12-05) Page 302

46 TOTAL
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SALES OF ELECTRICITY BY RATE SCHEDULES

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Number and Title of Rate schedule MWh Sold

(b)(a)

Revenue

(c)

Average Number
of Customers

(d)

KWh of Sales
Per Customer

(e)

Revenue Per
KWh Sold

(f)

1.  Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per
customer, and average revenue per Kwh, excluding date for Sales for Resale which is reported on Pages 310-311.
2.  Provide a subheading and total for each prescribed operating revenue account in the sequence followed in "Electric Operating Revenues," Page
300-301.  If the sales under any rate schedule are classified in more than one revenue account, List the rate schedule and sales data under each
applicable revenue account subheading.
3.  Where the same customers are served under more than one rate schedule in the same revenue account classification (such as a general residential
schedule and an off peak water heating schedule), the entries in column (d) for the special schedule should denote the duplication in number of reported
customers.
4.  The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year (12
if all billings are made monthly).
5.  For any rate schedule having a fuel adjustment clause state in a footnote the estimated additional revenue billed pursuant thereto.
6.  Report amount of unbilled revenue as of end of year for each applicable revenue account subheading.

   1 440 Residential Sales

      2,298,845         140,058          16,414           0.0919    211,167,142   2 Residential Service

          2,522              97          26,000           0.0800        201,883   3 Res Service Load Management

             45               3          15,000           0.0867          3,900   4 Residential Service TOD

             46               5           9,200           0.1106          5,086   5 Small General Service

              4               1           4,000           0.1900            760   6 Medium General Service

         26,741           0.1872      5,007,159   7 All Outdoor Lighting

      2,328,203         140,164          16,611           0.0929    216,385,930   8 Subtotal Billed

        -16,398           0.0306       -501,221   9 Unbilled Revenue

      2,311,805         140,164          16,494           0.0934    215,884,709  10 Total Residential

  11

  12 442 Commercial Sales

        135,025          22,543           5,990           0.1214     16,392,138  13 Small General Service

        477,923           6,903          69,234           0.1037     49,555,723  14 Medium General Service

          3,770              75          50,267           0.0889        334,986  15 Medium General Service  TOD

        543,633             708         767,843           0.0899     48,854,428  16 Large General Service

        179,158              25       7,166,320           0.0630     11,279,489  17 Quantity Power

         15,423           0.1471      2,268,847  18 All Outdoor Lighting

          3,909              11         355,364           0.0842        329,133  19 Mark West HC

         -3,686           0.0790       -291,248  20 Estimated Revenue

      1,355,155          30,265          44,776           0.0950    128,723,496  21 Subtotal Billed

         -9,688           0.0425       -412,220  22 Unbilled Revenue

      1,345,467          30,265          44,456           0.0954    128,311,276  23 Total Commercial

  24

  25 442 Industrial Sales

          5,216             745           7,001           0.1143        596,181  26 Small General Service

         27,562             359          76,774           0.1018      2,805,930  27 Medium General Service

        148,421             153         970,072           0.0863     12,811,578  28 Large General Service

        494,287              51       9,691,902           0.0678     33,506,802  29 Quantity Power

      2,198,842              16     137,427,625           0.0525    115,360,581  30 Commercial & Industrial Power

            923           0.1338        123,513  31 All Outdoor Lighting

          5,431           0.2804      1,522,904  32 Estimated Revenue

      2,880,682           1,324       2,175,742           0.0579    166,727,489  33 Subtotal Billed

        -11,020           0.0256       -282,539  34 Unbilled Revenue

      2,869,662           1,324       2,167,418           0.0580    166,444,950  35 Total Industrial

  36

  37

  38

  39

  40

      6,537,521     512,201,281         172,138          37,978           0.0783

        -37,129      -1,197,797               0               0           0.0323
      6,574,650     513,399,078         172,138          38,194           0.0781

FERC FORM NO. 1 (ED. 12-95) Page 304

41 TOTAL Billed

42 Total Unbilled Rev.(See Instr. 6)
43 TOTAL
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SALES OF ELECTRICITY BY RATE SCHEDULES

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Number and Title of Rate schedule MWh Sold

(b)(a)

Revenue

(c)

Average Number
of Customers

(d)

KWh of Sales
Per Customer

(e)

Revenue Per
KWh Sold

(f)

1.  Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per
customer, and average revenue per Kwh, excluding date for Sales for Resale which is reported on Pages 310-311.
2.  Provide a subheading and total for each prescribed operating revenue account in the sequence followed in "Electric Operating Revenues," Page
300-301.  If the sales under any rate schedule are classified in more than one revenue account, List the rate schedule and sales data under each
applicable revenue account subheading.
3.  Where the same customers are served under more than one rate schedule in the same revenue account classification (such as a general residential
schedule and an off peak water heating schedule), the entries in column (d) for the special schedule should denote the duplication in number of reported
customers.
4.  The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year (12
if all billings are made monthly).
5.  For any rate schedule having a fuel adjustment clause state in a footnote the estimated additional revenue billed pursuant thereto.
6.  Report amount of unbilled revenue as of end of year for each applicable revenue account subheading.

   1

   2 444 Public Street Lighting

            735             318           2,311           0.1649        121,235   3 Small General Service

          1,225              11         111,364           0.0986        120,782   4 Medium General Service

          8,540              56         152,500           0.1519      1,297,034   5 Street Lighting

            110           0.2101         23,112   6 All Outdoor Lighting

         10,610             385          27,558           0.1472      1,562,163   7 Subtotal Billed

            -23           0.0790         -1,817   8 Unbilled Revenue

         10,587             385          27,499           0.1474      1,560,346   9 Total Public Street Lighting

  10

  11 Instruction 5. (See Footnote)

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

      6,537,521     512,201,281         172,138          37,978           0.0783

        -37,129      -1,197,797               0               0           0.0323
      6,574,650     513,399,078         172,138          38,194           0.0781

FERC FORM NO. 1 (ED. 12-95) Page 304.1

41 TOTAL Billed

42 Total Unbilled Rev.(See Instr. 6)
43 TOTAL

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 607 of 1829



Schedule Page: 304.1     Line No.: 11     Column: a
FUEL CLAUSE

 440 Residential 
Residential Service      811,421 
Res Service Load Management          259 
Residential Service TOD           12 
All Outdoor Lighting        6,204 
Small General Service           20 
Medium General Service          (11)
Unbilled      986,870 

Total Residential    1,804,775 

442 Commercial
Mark West HC        2,226 
Small General Service       65,016 
Medium General Service      303,119 
Medium General Service TOD        2,312 
Large General Service      335,966 
Quantity Power      133,487 
All Outdoor Lighting        3,785 
Estimated          275 
Unbilled      483,300 

Total Commercial    1,329,486 

442 Industrial
Small General Service        1,931 
Medium General Service        8,034 
Large General Service       79,958 
Quantity Power      301,143 
Commercial & Industrial TOD    1,224,342 
All Outdoor Lighting          230 
Estimated      169,455 
Unbilled      402,261 

Total Industrial    2,187,354 

444 Public Street Lighting
Small General Service          269 
Medium General Service          421 
Street Lighting        2,129 
All Outdoor Lighting           26 
Unbilled          971 

Total Public Street Light        3,816 

TOTAL FUEL CLAUSE    5,325,431 

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SALES FOR RESALE (Account 447)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Name of Company or Public Authority

(c)(b)(a)

FERC Rate
Monthly Billing

Average

(d)

Statistical

cation
Classifi- Schedule or

Tariff Number Demand (MW)

(e) (f)

(Footnote Affiliations)

Actual Demand (MW)
Average Average

Monthly NCP Demand Monthly CP Demand

1.  Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year.  Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule.  Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).
2.  Enter the name of the purchaser in column (a).  Do note abbreviate or truncate the name or use acronyms.  Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.
3.  In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service.  Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning).  In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.
LF - for tong-term service.  "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service).  This category should not be used for Long-term firm service which meets the
definition of RQ service.  For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.
 IF - for intermediate-term firm service.  The same as LF service except that "intermediate-term" means longer than one year but Less
than five years.
SF - for short-term firm service.  Use this category for all firm services where the duration of each period of commitment for service is
one year or less.
LU - for Long-term service from a designated generating unit.  "Long-term" means five years or Longer.  The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.
IU - for intermediate-term service from a designated generating unit.  The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

CITY OF OLIVE HILL KPCO 52RQ   1

CITY OF VANCEBURG KPCO 51RQ   2

PJM TRANSMISSION FOR RQ VariousRQ   3

ADJUSTMENT See footnoteOS   4

AEP SERVICE CORPORATION 11OS   5

AEP SERVICE CORPORATION 20OS   6

ALLEGHENY ELECTRIC COOPERATIVE Note 1OS   7

AMEREN CILCO Note 1OS   8

AMEREN ENERGY MARKETING Note 1OS   9

AMERICAN MUNICIPAL POWER - OHIO Note 1OS  10

AMERICAN POWERNET MANAGEMENT Note 1OS  11

ASSOCIATED ELECT COOPERATIVE Note 1OS  12

B.P. ENERGY COMPANY Note 1OS  13

BARCLAYS BANK PLC Note 1OS  14
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1.  Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year.  Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule.  Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).
2.  Enter the name of the purchaser in column (a).  Do note abbreviate or truncate the name or use acronyms.  Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.
3.  In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service.  Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning).  In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.
LF - for tong-term service.  "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service).  This category should not be used for Long-term firm service which meets the
definition of RQ service.  For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.
 IF - for intermediate-term firm service.  The same as LF service except that "intermediate-term" means longer than one year but Less
than five years.
SF - for short-term firm service.  Use this category for all firm services where the duration of each period of commitment for service is
one year or less.
LU - for Long-term service from a designated generating unit.  "Long-term" means five years or Longer.  The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.
IU - for intermediate-term service from a designated generating unit.  The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

BEECH RIDGE ENERGY LLC Note 1OS   1

BP AMOCO Note 1OS   2

BUCKEYE RURAL ELECTRIC Note 1OS   3

CALPINE POWER SERVICE COMPANY Note 1OS   4

CAROLINA POWER & LIGHT Note 1OS   5

CITIGROUP ENERGY INC. Note 1OS   6

CITY OF BANGOR, WISCONSIN Note 1OS   7

CITY OF BARRON, WISCONSIN Note 1OS   8

CITY OF BATAVIA Note 1OS   9

CITY OF BLOOMER, WISCONSIN Note 1OS  10

CITY OF COLUMBUS Note 1OS  11

CITY OF CORNELL, WISCONSIN Note 1OS  12

CITY OF CROSWELL, MI Note 1OS  13

CITY OF KIRKWOOD, MISSOURI Note 1OS  14
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1.  Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year.  Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule.  Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).
2.  Enter the name of the purchaser in column (a).  Do note abbreviate or truncate the name or use acronyms.  Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.
3.  In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service.  Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning).  In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.
LF - for tong-term service.  "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service).  This category should not be used for Long-term firm service which meets the
definition of RQ service.  For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.
 IF - for intermediate-term firm service.  The same as LF service except that "intermediate-term" means longer than one year but Less
than five years.
SF - for short-term firm service.  Use this category for all firm services where the duration of each period of commitment for service is
one year or less.
LU - for Long-term service from a designated generating unit.  "Long-term" means five years or Longer.  The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.
IU - for intermediate-term service from a designated generating unit.  The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

CITY OF MEDFORD Note 1OS   1

CITY OF RICE LAKE UTILITIES Note 1OS   2

CITY OF SHELBY Note 1OS   3

CITY OF SPOONER, WISCONSIN Note 1OS   4

CITY OF WAKEFIELD, WISCONSIN Note 1OS   5

CITY OF WESTERVILLE Note 1OS   6

CLEVELAND PUBLIC POWER Note 1OS   7

CLEVELAND TOLEDO OH PA ELECTRIC Note 1OS   8

COMMONWEALTH EDISON COMPANY Note 1OS   9

CONOCO INC. Note 1OS  10

CONSTELLATION ENGY COMMODITIES Note 1OS  11

COOK INLET ENERGY SUPPLY LP Note 1OS  12

DAIRYLAND POWER COOPERATIVE Note 1OS  13

DB ENERGY TRADING LLC Note 1OS  14
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1.  Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year.  Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule.  Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).
2.  Enter the name of the purchaser in column (a).  Do note abbreviate or truncate the name or use acronyms.  Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.
3.  In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service.  Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning).  In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.
LF - for tong-term service.  "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service).  This category should not be used for Long-term firm service which meets the
definition of RQ service.  For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.
 IF - for intermediate-term firm service.  The same as LF service except that "intermediate-term" means longer than one year but Less
than five years.
SF - for short-term firm service.  Use this category for all firm services where the duration of each period of commitment for service is
one year or less.
LU - for Long-term service from a designated generating unit.  "Long-term" means five years or Longer.  The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.
IU - for intermediate-term service from a designated generating unit.  The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

DELMARVA POWER & LIGHT Note 1OS   1

DP&L POWER SERVICES Note 1OS   2

DTE ENERGY TRADING INC. Note 1OS   3

DUKE ENERGY CAROLINAS, LLC Note 1OS   4

DUKE ENERGY INDIANA, INC. Note 1OS   5

DUKE ENERGY OHIO, INC Note 1OS   6

EAST KY POWER CO-OP POWER MKTG See footnoteOS   7

EASTON UTILITIES Note 1OS   8

EDF TRADING NORTH AMERICA LLC Note 1OS   9

EDISON MISSION MKTG & TRADING Note 1OS  10

ENDURE ENERGY, LLC Note 1OS  11

ENERGY AMERICA, LLC Note 1OS  12

ENG MKTG, DIV OF AMERADA HESS Note 1OS  13

ENTERGY POWER SERV Note 1OS  14
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1.  Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year.  Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule.  Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).
2.  Enter the name of the purchaser in column (a).  Do note abbreviate or truncate the name or use acronyms.  Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.
3.  In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service.  Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning).  In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.
LF - for tong-term service.  "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service).  This category should not be used for Long-term firm service which meets the
definition of RQ service.  For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.
 IF - for intermediate-term firm service.  The same as LF service except that "intermediate-term" means longer than one year but Less
than five years.
SF - for short-term firm service.  Use this category for all firm services where the duration of each period of commitment for service is
one year or less.
LU - for Long-term service from a designated generating unit.  "Long-term" means five years or Longer.  The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.
IU - for intermediate-term service from a designated generating unit.  The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

EXELON GENERATION - POWER TEAM Note 1OS   1

FIRSTENERGY TRADING SERVICES Note 1OS   2

GBC METALS, LLC Note 1OS   3

HARRISON RURAL ELECTRIFICATION Note 1OS   4

INDIANAPOLIS POWER & LIGHT CO Note 1OS   5

INTEGRYS ENERGY SERVICES, INC Note 1OS   6

INTERSTATE GAS SUPPLY, INC. Note 1OS   7

INTERSTATE POWER & LIGHT CO Note 1OS   8

J ARON & COMPANY Note 1OS   9

JP MORGAN VENTURES ENERGY CORP Note 1OS  10

KANSAS CITY POWER & LIGHT CO Note 1OS  11

LETTERKENNY INDUSTRIL DEV AUTH Note 1OS  12

LG&E UTILITIES POWER SALES Note 1OS  13

MICHIGAN PUBLIC POWER AGENCY Note 1OS  14
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1.  Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year.  Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule.  Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).
2.  Enter the name of the purchaser in column (a).  Do note abbreviate or truncate the name or use acronyms.  Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.
3.  In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service.  Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning).  In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.
LF - for tong-term service.  "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service).  This category should not be used for Long-term firm service which meets the
definition of RQ service.  For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.
 IF - for intermediate-term firm service.  The same as LF service except that "intermediate-term" means longer than one year but Less
than five years.
SF - for short-term firm service.  Use this category for all firm services where the duration of each period of commitment for service is
one year or less.
LU - for Long-term service from a designated generating unit.  "Long-term" means five years or Longer.  The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.
IU - for intermediate-term service from a designated generating unit.  The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

MIDAMERICAN ENERGY Note 1OS   1

MIDWEST ISO Note 1OS   2

MIZUHO SECURITIES USA INC Note 1OS   3

MORGAN STANLEY CAPT. Note 1OS   4

NC ELECTRIC MEMBERSHIP CORP. Note 1OS   5

NEXTERA ENERGY POWER MKTG LLC Note 1OS   6

NOBLE AMERICAS GAS AND POWER Note 1OS   7

NRG POWER MARKETING INC. Note 1OS   8

NSP ENERGY MARKETING Note 1OS   9

OLD DOMINION ELEC. Note 1OS  10

OPC VARIABLE Note 1OS  11

OTTER TAIL POWER COMPANY Note 1OS  12

OVEC POWER SCHEDULING Note 1OS  13

PARIBAS Note 1OS  14

FERC FORM NO. 1 (ED. 12-90) Page 310.5

              0

              0

              0

Subtotal RQ

Subtotal non-RQ

Total

              0               0

              0

              0

              0

              0

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 614 of 1829



Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SALES FOR RESALE (Account 447)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Name of Company or Public Authority

(c)(b)(a)

FERC Rate
Monthly Billing

Average

(d)

Statistical

cation
Classifi- Schedule or

Tariff Number Demand (MW)

(e) (f)

(Footnote Affiliations)

Actual Demand (MW)
Average Average

Monthly NCP Demand Monthly CP Demand

1.  Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year.  Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule.  Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).
2.  Enter the name of the purchaser in column (a).  Do note abbreviate or truncate the name or use acronyms.  Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.
3.  In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service.  Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning).  In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.
LF - for tong-term service.  "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service).  This category should not be used for Long-term firm service which meets the
definition of RQ service.  For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.
 IF - for intermediate-term firm service.  The same as LF service except that "intermediate-term" means longer than one year but Less
than five years.
SF - for short-term firm service.  Use this category for all firm services where the duration of each period of commitment for service is
one year or less.
LU - for Long-term service from a designated generating unit.  "Long-term" means five years or Longer.  The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.
IU - for intermediate-term service from a designated generating unit.  The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

PAULDING WIND FARM II, LLC Note 1OS   1

PJM INTERCONNECTION Note 1OS   2

POTOMAC ELECTRIC POWER COMPANY Note 1OS   3

PP&L ENERGY PLUS CO. Note 1OS   4

PPL ELECTRIC UTILITIES CORP Note 1OS   5

PRAIRIE POWER, INC. Note 1OS   6

PRAIRIELAND ENERGY INCORPORATE Note 1OS   7

SEMPRA ENERGY SOLUTIONS, LLC Note 1OS   8

SOUTHERN COMPANY Note 1OS   9

THE BOROUGH OF PITCAIRN, PA Note 1OS  10

THE ENERGY AUTHORITY Note 1OS  11

TOWN OF BERLIN, MARYLAND Note 1OS  12

TOWN OF HAGERSTOWN, INDIANA Note 1OS  13

TVA BULK POWER TRADING Note 1OS  14
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1.  Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year.  Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule.  Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).
2.  Enter the name of the purchaser in column (a).  Do note abbreviate or truncate the name or use acronyms.  Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.
3.  In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service.  Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning).  In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.
LF - for tong-term service.  "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service).  This category should not be used for Long-term firm service which meets the
definition of RQ service.  For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.
 IF - for intermediate-term firm service.  The same as LF service except that "intermediate-term" means longer than one year but Less
than five years.
SF - for short-term firm service.  Use this category for all firm services where the duration of each period of commitment for service is
one year or less.
LU - for Long-term service from a designated generating unit.  "Long-term" means five years or Longer.  The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.
IU - for intermediate-term service from a designated generating unit.  The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

UBS AG, LONDON BRANCH Note 1OS   1

UBS SECURITIES LLC Note 1OS   2

UGI UTILITIES Note 1OS   3

UNION ELECTRIC COMPANY Note 1OS   4

UNION POWER PARTNERS Note 1OS   5

VILLAGE OF BETHEL OHIO Note 1OS   6

VILLAGE OF CADOTT, WISCONSIN Note 1OS   7

VILLAGE OF GLOUSTER Note 1OS   8

VILLAGE OF HAMERSVILLE, OHIO Note 1OS   9

VILLAGE OF RIPLEY OHIO Note 1OS  10

VILLAGE OF SEBEWAING, MI Note 1OS  11

VILLAGE OF TREMPEALEAU, WISCONSIN Note 1OS  12

WABASH VALLEY POWER ASSN INC. Note 1OS  13

WASHINGTON GAS ENERGY SERVICES Note 1OS  14
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FERC Rate
Monthly Billing

Average

(d)

Statistical

cation
Classifi- Schedule or

Tariff Number Demand (MW)

(e) (f)

(Footnote Affiliations)

Actual Demand (MW)
Average Average

Monthly NCP Demand Monthly CP Demand

1.  Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year.  Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule.  Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).
2.  Enter the name of the purchaser in column (a).  Do note abbreviate or truncate the name or use acronyms.  Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.
3.  In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service.  Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning).  In addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.
LF - for tong-term service.  "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service).  This category should not be used for Long-term firm service which meets the
definition of RQ service.  For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.
 IF - for intermediate-term firm service.  The same as LF service except that "intermediate-term" means longer than one year but Less
than five years.
SF - for short-term firm service.  Use this category for all firm services where the duration of each period of commitment for service is
one year or less.
LU - for Long-term service from a designated generating unit.  "Long-term" means five years or Longer.  The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.
IU - for intermediate-term service from a designated generating unit.  The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

WESTAR ENERGY INC. Note 1OS   1

WILDCAT WIND FARM Note 1OS   2

WISCONSIN POWER & LIGHT Note 1OS   3

WOLVERINE POWER SUPPLY COOP Note 1OS   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

FERC FORM NO. 1 (ED. 12-90) Page 310.8

              0

              0

              0

Subtotal RQ

Subtotal non-RQ

Total

              0               0

              0

              0

              0

              0
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SALES FOR RESALE (Account 447)  (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

MegaWatt Hours

(i)(h)(g) (j)

Demand Charges Energy Charges Other Charges

(k)

Sold (h+i+j)
Total ($)

REVENUE

($) ($) ($)

OS - for other service.  use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year.  Describe the nature
of the service in a footnote.
AD - for Out-of-period adjustment.  Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting
years.  Provide an explanation in a footnote for each adjustment.
4.  Group requirements RQ sales together and report them starting at line number one.  After listing all RQ sales, enter "Subtotal - RQ"
in column (a).  The remaining sales may then be listed in any order.  Enter "Subtotal-Non-RQ" in column (a) after this Listing.  Enter
"Total'' in column (a) as the Last Line of the schedule.  Report subtotals and total for columns (9) through (k)
5.  In Column (c), identify the FERC Rate Schedule or Tariff Number.  On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b), is provided.
6.  For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average
monthly coincident peak (CP)
demand in column (f).  For all other types of service, enter NA in columns (d), (e) and (f).  Monthly NCP demand is the maximum
metered hourly (60-minute integration) demand in a month.  Monthly CP demand is the metered demand during the hour (60-minute
integration) in which the supplier's system reaches its monthly peak.  Demand reported in columns (e) and (f) must be in megawatts.
Footnote any demand not stated on a megawatt basis and explain.
7.  Report in column (g) the megawatt hours shown on bills rendered to the purchaser.
8.  Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including
out-of-period adjustments, in column (j).  Explain in a footnote all components of the amount shown in column (j).  Report in column (k)
the total charge shown on bills rendered to the purchaser.
9.  The data in column (g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule.  The "Subtotal - RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23.  The "Subtotal - Non-RQ" amount in column (g) must be reported as Non-Requirements Sales For Resale on Page
401,iine 24.
10.  Footnote entries as required and provide explanations following all required data.

        973,098        514,673       1,487,771         24,869    1

      2,483,368      1,319,478       3,802,846         69,259    2

       -640,793        -640,793    3

         21,003          21,003    4

     43,489,882      43,489,882      1,418,388    5

        120,330         120,330          3,935    6

         55,871          55,871          1,110    7

        184,343         184,343          5,507    8

        -61,567         -61,567         -3,315    9

        560,214         36,469         596,683         10,737   10

        187,860         187,860          4,530   11

        -18,223         -18,223           -555   12

        -91,162         -91,162           -996   13

        -10,827         -10,827          1,761   14

FERC FORM NO. 1 (ED. 12-90) Page 311

      3,456,466

    117,313,075

    120,769,541

         94,128

      3,301,878

      3,396,006

       -640,793       4,649,824

              0

       -640,793

    117,768,918

    122,418,742

      1,834,151

        455,843

      2,289,994
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X

04/11/2014
2013/Q4

Line
 No.

MegaWatt Hours

(i)(h)(g) (j)

Demand Charges Energy Charges Other Charges

(k)

Sold (h+i+j)
Total ($)

REVENUE

($) ($) ($)

OS - for other service.  use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year.  Describe the nature
of the service in a footnote.
AD - for Out-of-period adjustment.  Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting
years.  Provide an explanation in a footnote for each adjustment.
4.  Group requirements RQ sales together and report them starting at line number one.  After listing all RQ sales, enter "Subtotal - RQ"
in column (a).  The remaining sales may then be listed in any order.  Enter "Subtotal-Non-RQ" in column (a) after this Listing.  Enter
"Total'' in column (a) as the Last Line of the schedule.  Report subtotals and total for columns (9) through (k)
5.  In Column (c), identify the FERC Rate Schedule or Tariff Number.  On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b), is provided.
6.  For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average
monthly coincident peak (CP)
demand in column (f).  For all other types of service, enter NA in columns (d), (e) and (f).  Monthly NCP demand is the maximum
metered hourly (60-minute integration) demand in a month.  Monthly CP demand is the metered demand during the hour (60-minute
integration) in which the supplier's system reaches its monthly peak.  Demand reported in columns (e) and (f) must be in megawatts.
Footnote any demand not stated on a megawatt basis and explain.
7.  Report in column (g) the megawatt hours shown on bills rendered to the purchaser.
8.  Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including
out-of-period adjustments, in column (j).  Explain in a footnote all components of the amount shown in column (j).  Report in column (k)
the total charge shown on bills rendered to the purchaser.
9.  The data in column (g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule.  The "Subtotal - RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23.  The "Subtotal - Non-RQ" amount in column (g) must be reported as Non-Requirements Sales For Resale on Page
401,iine 24.
10.  Footnote entries as required and provide explanations following all required data.

        -11,465         -11,465    1

        -13,545         -13,545    2

      5,944,109       5,944,109         19,479    3

         -3,386          -3,386           -100    4

   5

          3,953           3,953             94    6

        110,523         110,523          1,777    7

        323,241         323,241          5,287    8

         68,740          68,740          1,608    9

        209,966         209,966          3,432   10

      3,599,405       3,599,405         53,759   11

         55,644          55,644            912   12

        129,674         129,674          2,611   13

         84,016          84,016          1,608   14

FERC FORM NO. 1 (ED. 12-90) Page 311.1

      3,456,466

    117,313,075

    120,769,541

         94,128

      3,301,878

      3,396,006

       -640,793       4,649,824

              0

       -640,793

    117,768,918

    122,418,742

      1,834,151

        455,843

      2,289,994
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SALES FOR RESALE (Account 447)  (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

MegaWatt Hours

(i)(h)(g) (j)

Demand Charges Energy Charges Other Charges

(k)

Sold (h+i+j)
Total ($)

REVENUE

($) ($) ($)

OS - for other service.  use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year.  Describe the nature
of the service in a footnote.
AD - for Out-of-period adjustment.  Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting
years.  Provide an explanation in a footnote for each adjustment.
4.  Group requirements RQ sales together and report them starting at line number one.  After listing all RQ sales, enter "Subtotal - RQ"
in column (a).  The remaining sales may then be listed in any order.  Enter "Subtotal-Non-RQ" in column (a) after this Listing.  Enter
"Total'' in column (a) as the Last Line of the schedule.  Report subtotals and total for columns (9) through (k)
5.  In Column (c), identify the FERC Rate Schedule or Tariff Number.  On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b), is provided.
6.  For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average
monthly coincident peak (CP)
demand in column (f).  For all other types of service, enter NA in columns (d), (e) and (f).  Monthly NCP demand is the maximum
metered hourly (60-minute integration) demand in a month.  Monthly CP demand is the metered demand during the hour (60-minute
integration) in which the supplier's system reaches its monthly peak.  Demand reported in columns (e) and (f) must be in megawatts.
Footnote any demand not stated on a megawatt basis and explain.
7.  Report in column (g) the megawatt hours shown on bills rendered to the purchaser.
8.  Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including
out-of-period adjustments, in column (j).  Explain in a footnote all components of the amount shown in column (j).  Report in column (k)
the total charge shown on bills rendered to the purchaser.
9.  The data in column (g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule.  The "Subtotal - RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23.  The "Subtotal - Non-RQ" amount in column (g) must be reported as Non-Requirements Sales For Resale on Page
401,iine 24.
10.  Footnote entries as required and provide explanations following all required data.

        483,937         483,937          8,135    1

        635,686         635,686         10,254    2

        126,909         126,909          1,735    3

        129,986         129,986          2,138    4

         54,008          54,008            901    5

      2,377,418       2,377,418         30,924    6

   7

           -292         16,990          16,698    8

        499,800         499,800         15,604    9

         32,575          32,575   10

         -7,194          -7,194            -52   11

        -59,158         -59,158   12

           -211            -211   13

        -78,648         -78,648   14

FERC FORM NO. 1 (ED. 12-90) Page 311.2

      3,456,466

    117,313,075

    120,769,541

         94,128

      3,301,878

      3,396,006

       -640,793       4,649,824

              0

       -640,793

    117,768,918

    122,418,742

      1,834,151

        455,843

      2,289,994
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SALES FOR RESALE (Account 447)  (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

MegaWatt Hours

(i)(h)(g) (j)

Demand Charges Energy Charges Other Charges

(k)

Sold (h+i+j)
Total ($)

REVENUE

($) ($) ($)

OS - for other service.  use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year.  Describe the nature
of the service in a footnote.
AD - for Out-of-period adjustment.  Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting
years.  Provide an explanation in a footnote for each adjustment.
4.  Group requirements RQ sales together and report them starting at line number one.  After listing all RQ sales, enter "Subtotal - RQ"
in column (a).  The remaining sales may then be listed in any order.  Enter "Subtotal-Non-RQ" in column (a) after this Listing.  Enter
"Total'' in column (a) as the Last Line of the schedule.  Report subtotals and total for columns (9) through (k)
5.  In Column (c), identify the FERC Rate Schedule or Tariff Number.  On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b), is provided.
6.  For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average
monthly coincident peak (CP)
demand in column (f).  For all other types of service, enter NA in columns (d), (e) and (f).  Monthly NCP demand is the maximum
metered hourly (60-minute integration) demand in a month.  Monthly CP demand is the metered demand during the hour (60-minute
integration) in which the supplier's system reaches its monthly peak.  Demand reported in columns (e) and (f) must be in megawatts.
Footnote any demand not stated on a megawatt basis and explain.
7.  Report in column (g) the megawatt hours shown on bills rendered to the purchaser.
8.  Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including
out-of-period adjustments, in column (j).  Explain in a footnote all components of the amount shown in column (j).  Report in column (k)
the total charge shown on bills rendered to the purchaser.
9.  The data in column (g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule.  The "Subtotal - RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23.  The "Subtotal - Non-RQ" amount in column (g) must be reported as Non-Requirements Sales For Resale on Page
401,iine 24.
10.  Footnote entries as required and provide explanations following all required data.

         -1,265          -1,265    1

        106,572         106,572    2

        -14,244         -14,244    3

           -811            -811    4

   5

        482,816         482,816          9,901    6

      1,056,340       1,056,340         27,526    7

         71,610          71,610          1,648    8

        513,010         513,010         12,460    9

         29,922          29,922   10

           -446            -446   11

         64,219          64,219   12

         76,009          76,009   13

         -1,666          -1,666   14

FERC FORM NO. 1 (ED. 12-90) Page 311.3

      3,456,466

    117,313,075

    120,769,541

         94,128

      3,301,878

      3,396,006

       -640,793       4,649,824

              0

       -640,793

    117,768,918

    122,418,742

      1,834,151

        455,843

      2,289,994
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SALES FOR RESALE (Account 447)  (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

MegaWatt Hours

(i)(h)(g) (j)

Demand Charges Energy Charges Other Charges

(k)

Sold (h+i+j)
Total ($)

REVENUE

($) ($) ($)

OS - for other service.  use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year.  Describe the nature
of the service in a footnote.
AD - for Out-of-period adjustment.  Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting
years.  Provide an explanation in a footnote for each adjustment.
4.  Group requirements RQ sales together and report them starting at line number one.  After listing all RQ sales, enter "Subtotal - RQ"
in column (a).  The remaining sales may then be listed in any order.  Enter "Subtotal-Non-RQ" in column (a) after this Listing.  Enter
"Total'' in column (a) as the Last Line of the schedule.  Report subtotals and total for columns (9) through (k)
5.  In Column (c), identify the FERC Rate Schedule or Tariff Number.  On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b), is provided.
6.  For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average
monthly coincident peak (CP)
demand in column (f).  For all other types of service, enter NA in columns (d), (e) and (f).  Monthly NCP demand is the maximum
metered hourly (60-minute integration) demand in a month.  Monthly CP demand is the metered demand during the hour (60-minute
integration) in which the supplier's system reaches its monthly peak.  Demand reported in columns (e) and (f) must be in megawatts.
Footnote any demand not stated on a megawatt basis and explain.
7.  Report in column (g) the megawatt hours shown on bills rendered to the purchaser.
8.  Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including
out-of-period adjustments, in column (j).  Explain in a footnote all components of the amount shown in column (j).  Report in column (k)
the total charge shown on bills rendered to the purchaser.
9.  The data in column (g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule.  The "Subtotal - RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23.  The "Subtotal - Non-RQ" amount in column (g) must be reported as Non-Requirements Sales For Resale on Page
401,iine 24.
10.  Footnote entries as required and provide explanations following all required data.

     -1,598,674      -1,598,674         -3,342    1

      4,602,932       4,602,932         86,696    2

   3

        494,902         494,902          6,379    4

          1,239           1,239    5

         39,266          39,266    6

         53,637          53,637          1,469    7

          2,958           2,958    8

      1,705,155       1,705,155         54,988    9

       -331,318        -331,318          4,520   10

         -7,193          -7,193           -214   11

        120,911         120,911          1,917   12

  13

        272,038         272,038          4,072   14

FERC FORM NO. 1 (ED. 12-90) Page 311.4

      3,456,466

    117,313,075

    120,769,541

         94,128

      3,301,878

      3,396,006

       -640,793       4,649,824

              0

       -640,793

    117,768,918

    122,418,742

      1,834,151

        455,843

      2,289,994
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SALES FOR RESALE (Account 447)  (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

MegaWatt Hours

(i)(h)(g) (j)

Demand Charges Energy Charges Other Charges

(k)

Sold (h+i+j)
Total ($)

REVENUE

($) ($) ($)

OS - for other service.  use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year.  Describe the nature
of the service in a footnote.
AD - for Out-of-period adjustment.  Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting
years.  Provide an explanation in a footnote for each adjustment.
4.  Group requirements RQ sales together and report them starting at line number one.  After listing all RQ sales, enter "Subtotal - RQ"
in column (a).  The remaining sales may then be listed in any order.  Enter "Subtotal-Non-RQ" in column (a) after this Listing.  Enter
"Total'' in column (a) as the Last Line of the schedule.  Report subtotals and total for columns (9) through (k)
5.  In Column (c), identify the FERC Rate Schedule or Tariff Number.  On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b), is provided.
6.  For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average
monthly coincident peak (CP)
demand in column (f).  For all other types of service, enter NA in columns (d), (e) and (f).  Monthly NCP demand is the maximum
metered hourly (60-minute integration) demand in a month.  Monthly CP demand is the metered demand during the hour (60-minute
integration) in which the supplier's system reaches its monthly peak.  Demand reported in columns (e) and (f) must be in megawatts.
Footnote any demand not stated on a megawatt basis and explain.
7.  Report in column (g) the megawatt hours shown on bills rendered to the purchaser.
8.  Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including
out-of-period adjustments, in column (j).  Explain in a footnote all components of the amount shown in column (j).  Report in column (k)
the total charge shown on bills rendered to the purchaser.
9.  The data in column (g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule.  The "Subtotal - RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23.  The "Subtotal - Non-RQ" amount in column (g) must be reported as Non-Requirements Sales For Resale on Page
401,iine 24.
10.  Footnote entries as required and provide explanations following all required data.

         10,661          10,661    1

     -4,440,469      -4,440,469       -122,075    2

        622,366         622,366    3

       -357,020        -357,020            246    4

      2,360,807       2,360,807         54,866    5

        170,117         170,117            296    6

         31,757          31,757    7

         58,074          3,628          61,702          2,586    8

   9

          1,771           1,771             49   10

  11

             -3              -3   12

             15              15   13

              4               4   14

FERC FORM NO. 1 (ED. 12-90) Page 311.5

      3,456,466

    117,313,075

    120,769,541

         94,128

      3,301,878

      3,396,006
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SALES FOR RESALE (Account 447)  (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

MegaWatt Hours

(i)(h)(g) (j)

Demand Charges Energy Charges Other Charges

(k)

Sold (h+i+j)
Total ($)

REVENUE

($) ($) ($)

OS - for other service.  use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year.  Describe the nature
of the service in a footnote.
AD - for Out-of-period adjustment.  Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting
years.  Provide an explanation in a footnote for each adjustment.
4.  Group requirements RQ sales together and report them starting at line number one.  After listing all RQ sales, enter "Subtotal - RQ"
in column (a).  The remaining sales may then be listed in any order.  Enter "Subtotal-Non-RQ" in column (a) after this Listing.  Enter
"Total'' in column (a) as the Last Line of the schedule.  Report subtotals and total for columns (9) through (k)
5.  In Column (c), identify the FERC Rate Schedule or Tariff Number.  On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b), is provided.
6.  For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average
monthly coincident peak (CP)
demand in column (f).  For all other types of service, enter NA in columns (d), (e) and (f).  Monthly NCP demand is the maximum
metered hourly (60-minute integration) demand in a month.  Monthly CP demand is the metered demand during the hour (60-minute
integration) in which the supplier's system reaches its monthly peak.  Demand reported in columns (e) and (f) must be in megawatts.
Footnote any demand not stated on a megawatt basis and explain.
7.  Report in column (g) the megawatt hours shown on bills rendered to the purchaser.
8.  Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including
out-of-period adjustments, in column (j).  Explain in a footnote all components of the amount shown in column (j).  Report in column (k)
the total charge shown on bills rendered to the purchaser.
9.  The data in column (g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule.  The "Subtotal - RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23.  The "Subtotal - Non-RQ" amount in column (g) must be reported as Non-Requirements Sales For Resale on Page
401,iine 24.
10.  Footnote entries as required and provide explanations following all required data.

        -14,427         -14,427    1

     49,332,528        367,494      49,700,022      1,481,839    2

        448,580         448,580          6,333    3

        172,709         172,709    4

          8,230           8,230            124    5

        213,294         213,294          3,963    6

        189,279         189,279          5,569    7

         -7,332          -7,332    8

         47,119          47,119          1,240    9

         38,081          38,081            809   10

          2,256           2,256             56   11

         76,540          76,540          1,201   12

         91,263          91,263          1,463   13

         21,670          21,670            489   14
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SALES FOR RESALE (Account 447)  (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

MegaWatt Hours

(i)(h)(g) (j)

Demand Charges Energy Charges Other Charges

(k)

Sold (h+i+j)
Total ($)

REVENUE

($) ($) ($)

OS - for other service.  use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year.  Describe the nature
of the service in a footnote.
AD - for Out-of-period adjustment.  Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting
years.  Provide an explanation in a footnote for each adjustment.
4.  Group requirements RQ sales together and report them starting at line number one.  After listing all RQ sales, enter "Subtotal - RQ"
in column (a).  The remaining sales may then be listed in any order.  Enter "Subtotal-Non-RQ" in column (a) after this Listing.  Enter
"Total'' in column (a) as the Last Line of the schedule.  Report subtotals and total for columns (9) through (k)
5.  In Column (c), identify the FERC Rate Schedule or Tariff Number.  On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b), is provided.
6.  For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average
monthly coincident peak (CP)
demand in column (f).  For all other types of service, enter NA in columns (d), (e) and (f).  Monthly NCP demand is the maximum
metered hourly (60-minute integration) demand in a month.  Monthly CP demand is the metered demand during the hour (60-minute
integration) in which the supplier's system reaches its monthly peak.  Demand reported in columns (e) and (f) must be in megawatts.
Footnote any demand not stated on a megawatt basis and explain.
7.  Report in column (g) the megawatt hours shown on bills rendered to the purchaser.
8.  Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including
out-of-period adjustments, in column (j).  Explain in a footnote all components of the amount shown in column (j).  Report in column (k)
the total charge shown on bills rendered to the purchaser.
9.  The data in column (g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule.  The "Subtotal - RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23.  The "Subtotal - Non-RQ" amount in column (g) must be reported as Non-Requirements Sales For Resale on Page
401,iine 24.
10.  Footnote entries as required and provide explanations following all required data.

        -32,459         -32,459    1

     -1,124,866      -1,124,866    2

         94,276          94,276          1,828    3

         17,493          17,493    4

        -36,400         -36,400         -1,181    5

         95,152          95,152          1,836    6

         55,746          55,746            896    7

         14,861          14,861             83    8

         20,116          20,116            337    9

         63,268          63,268          1,218   10

        143,702         143,702          3,037   11

         66,708          66,708          1,061   12

  13

        617,195         617,195         14,454   14
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SALES FOR RESALE (Account 447)  (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

MegaWatt Hours

(i)(h)(g) (j)

Demand Charges Energy Charges Other Charges

(k)

Sold (h+i+j)
Total ($)

REVENUE

($) ($) ($)

OS - for other service.  use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year.  Describe the nature
of the service in a footnote.
AD - for Out-of-period adjustment.  Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting
years.  Provide an explanation in a footnote for each adjustment.
4.  Group requirements RQ sales together and report them starting at line number one.  After listing all RQ sales, enter "Subtotal - RQ"
in column (a).  The remaining sales may then be listed in any order.  Enter "Subtotal-Non-RQ" in column (a) after this Listing.  Enter
"Total'' in column (a) as the Last Line of the schedule.  Report subtotals and total for columns (9) through (k)
5.  In Column (c), identify the FERC Rate Schedule or Tariff Number.  On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b), is provided.
6.  For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average
monthly coincident peak (CP)
demand in column (f).  For all other types of service, enter NA in columns (d), (e) and (f).  Monthly NCP demand is the maximum
metered hourly (60-minute integration) demand in a month.  Monthly CP demand is the metered demand during the hour (60-minute
integration) in which the supplier's system reaches its monthly peak.  Demand reported in columns (e) and (f) must be in megawatts.
Footnote any demand not stated on a megawatt basis and explain.
7.  Report in column (g) the megawatt hours shown on bills rendered to the purchaser.
8.  Report demand charges in column (h), energy charges in column (i), and the total of any other types of charges, including
out-of-period adjustments, in column (j).  Explain in a footnote all components of the amount shown in column (j).  Report in column (k)
the total charge shown on bills rendered to the purchaser.
9.  The data in column (g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule.  The "Subtotal - RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23.  The "Subtotal - Non-RQ" amount in column (g) must be reported as Non-Requirements Sales For Resale on Page
401,iine 24.
10.  Footnote entries as required and provide explanations following all required data.

        -65,142         -65,142         -1,879    1

        -11,787         -11,787    2

        159,676         159,676          4,532    3

      1,317,493            101       1,317,594         27,374    4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14
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Schedule Page: 310     Line No.: 1     Column: k
 Margins for Off System Sales (OSS) reported in KPCO's generation formula rates are
included in the total revenue amount.  The margins are specifically identified in the
ledger as a subset of the accounts that make up these OSS revenues. 
Schedule Page: 310     Line No.: 3     Column: j
 Amount represents transmission services and related charges. 
Schedule Page: 310     Line No.: 4     Column: a
 Reclass between 447 and 555 accounts to incorporate certain trading/marketing activity. 
The amounts represented on pages 310-11 and 326-27 are equal and off-setting. 
Schedule Page: 310     Line No.: 5     Column: a
 Appalachian Power Company, Indiana Michigan Power Company, Kentucky Power Company and
Ohio Power Company are associated companies and were members of the American Electric
Power System Pool, whose electric facilities are interconnected at a number of points and
are operated in a fully coordinated manner on a system pool basis.  Power transactions
between the members of the AEP System Pool were governed by the terms of the
interconnection agreement dated July 6, 1951, as amended, and were processed by American
Electric Power Service.  See Notes to Financial Statements for discussion of termination
of interconnection agreement as of 12/31/2013.
Schedule Page: 310     Line No.: 6     Column: a
Affiliated company transactions related to the System Integration Agreement.  See pages
122-123 (Notes to Financial Statements) Related Party Transactions - System Integration
Agreement for additional information.  
Schedule Page: 310     Line No.: 7     Column: c
FERC Electric Tariff, First Revised Volume No. 5 
Schedule Page: 310.3     Line No.: 7     Column: c
 KPCO FERC Electric Tariff Original Vol. No. 2, SA No. 79. 

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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ELECTRIC OPERATION AND MAINTENANCE EXPENSES

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Account Amount for

(c)(b)(a)
Current Year Previous Year

Amount for
If the amount for previous year is not derived from previously reported figures, explain in footnote.

1. POWER PRODUCTION EXPENSES   1
A. Steam Power Generation   2
Operation   3
(500) Operation Supervision and Engineering   4       2,064,333      1,797,648
(501) Fuel   5      93,157,360     93,485,022
(502) Steam Expenses   6       2,759,155      2,941,410
(503) Steam from Other Sources   7
(Less) (504) Steam Transferred-Cr.   8
(505) Electric Expenses   9         295,080        399,129
(506) Miscellaneous Steam Power Expenses  10       5,519,141      4,304,473
(507) Rents  11             900
(509) Allowances  12       8,873,595      5,803,450
TOTAL Operation (Enter Total of Lines 4 thru 12)  13     112,668,664    108,732,032
Maintenance  14
(510) Maintenance Supervision and Engineering  15       2,059,495      1,821,917
(511) Maintenance of Structures  16         573,927        872,830
(512) Maintenance of Boiler Plant  17       5,552,809      6,565,943
(513) Maintenance of Electric Plant  18       1,396,877      2,995,792
(514) Maintenance of Miscellaneous Steam Plant  19         617,125        578,915
TOTAL Maintenance (Enter Total of Lines 15 thru 19)  20      10,200,233     12,835,397
TOTAL Power Production Expenses-Steam Power (Entr Tot lines 13 & 20)  21     122,868,897    121,567,429
B. Nuclear Power Generation  22
Operation  23
(517) Operation Supervision and Engineering  24           1,074
(518) Fuel  25
(519) Coolants and Water  26
(520) Steam Expenses  27
(521) Steam from Other Sources  28
(Less) (522) Steam Transferred-Cr.  29
(523) Electric Expenses  30
(524) Miscellaneous Nuclear Power Expenses  31
(525) Rents  32
TOTAL Operation (Enter Total of lines 24 thru 32)  33           1,074
Maintenance  34
(528) Maintenance Supervision and Engineering  35
(529) Maintenance of Structures  36
(530) Maintenance of Reactor Plant Equipment  37
(531) Maintenance of Electric Plant  38
(532) Maintenance of Miscellaneous Nuclear Plant  39
TOTAL Maintenance (Enter Total of lines 35 thru 39)  40
TOTAL Power Production Expenses-Nuc. Power (Entr tot lines 33 & 40)  41           1,074
C. Hydraulic Power Generation  42
Operation  43
(535) Operation Supervision and Engineering  44
(536) Water for Power  45
(537) Hydraulic Expenses  46
(538) Electric Expenses  47
(539) Miscellaneous Hydraulic Power Generation Expenses  48
(540) Rents  49
TOTAL Operation (Enter Total of Lines 44 thru 49)  50
C. Hydraulic Power Generation (Continued)  51
Maintenance  52
(541) Mainentance Supervision and Engineering  53
(542) Maintenance of Structures  54
(543) Maintenance of Reservoirs, Dams, and Waterways  55
(544) Maintenance of Electric Plant  56
(545) Maintenance of Miscellaneous Hydraulic Plant  57
TOTAL Maintenance (Enter Total of lines 53 thru 57)  58
TOTAL Power Production Expenses-Hydraulic Power (tot of lines 50 & 58)  59
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ELECTRIC OPERATION AND MAINTENANCE EXPENSES (Continued)

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Account Amount for

(c)(b)(a)
Current Year Previous Year

Amount for
If the amount for previous year is not derived from previously reported figures, explain in footnote.

D. Other Power Generation  60
Operation  61
(546) Operation Supervision and Engineering  62
(547) Fuel  63
(548) Generation Expenses  64
(549) Miscellaneous Other Power Generation Expenses  65
(550) Rents  66
TOTAL Operation (Enter Total of lines 62 thru 66)  67
Maintenance  68
(551) Maintenance Supervision and Engineering  69
(552) Maintenance of Structures  70
(553) Maintenance of Generating and Electric Plant  71
(554) Maintenance of Miscellaneous Other Power Generation Plant  72
TOTAL Maintenance (Enter Total of lines 69 thru 72)  73
TOTAL Power Production Expenses-Other Power (Enter Tot of 67 & 73)  74
E. Other Power Supply Expenses  75
(555) Purchased Power  76     247,203,291    296,482,810
(556) System Control and Load Dispatching  77         171,352        138,025
(557) Other Expenses  78       1,458,376      1,337,696
TOTAL Other Power Supply Exp (Enter Total of lines 76 thru 78)  79     248,833,019    297,958,531
TOTAL Power Production Expenses (Total of lines 21, 41, 59, 74 & 79)  80     371,701,916    419,527,034
2. TRANSMISSION EXPENSES  81
Operation  82
(560) Operation Supervision and Engineering  83         659,388        888,954

  84
(561.1) Load Dispatch-Reliability  85           5,642          9,421
(561.2) Load Dispatch-Monitor and Operate Transmission System  86         764,533        821,922
(561.3) Load Dispatch-Transmission Service and Scheduling  87             -77
(561.4) Scheduling, System Control and Dispatch Services  88       1,160,718        955,673
(561.5) Reliability, Planning and Standards Development  89         136,890        145,934
(561.6) Transmission Service Studies  90
(561.7) Generation Interconnection Studies  91
(561.8) Reliability, Planning and Standards Development Services  92         245,515        225,073
(562) Station Expenses  93         188,431        313,852
(563) Overhead Lines Expenses  94         153,317        119,543
(564) Underground Lines Expenses  95
(565) Transmission of Electricity by Others  96       4,361,575      6,702,896
(566) Miscellaneous Transmission Expenses  97       1,208,167      1,115,512
(567) Rents  98           2,204         11,069
TOTAL Operation (Enter Total  of lines 83 thru 98)  99       8,886,303     11,309,849
Maintenance 100
(568) Maintenance Supervision and Engineering 101         136,306        105,531
(569) Maintenance of Structures 102          27,527         10,780
(569.1) Maintenance of Computer Hardware 103          44,422         20,287
(569.2) Maintenance of Computer Software 104         204,089        285,718
(569.3) Maintenance of Communication Equipment 105          95,634         26,018
(569.4) Maintenance of Miscellaneous Regional Transmission Plant 106
(570) Maintenance of Station Equipment 107         564,396        784,014
(571) Maintenance of Overhead Lines 108       2,075,115      1,773,834
(572) Maintenance of Underground Lines 109
(573) Maintenance of Miscellaneous Transmission Plant 110         169,121         67,844
TOTAL Maintenance (Total of lines 101 thru 110) 111       3,316,610      3,074,026
TOTAL Transmission Expenses (Total of lines 99 and 111) 112      12,202,913     14,383,875
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ELECTRIC OPERATION AND MAINTENANCE EXPENSES (Continued)

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Account Amount for

(c)(b)(a)
Current Year Previous Year

Amount for
If the amount for previous year is not derived from previously reported figures, explain in footnote.

3. REGIONAL MARKET EXPENSES 113
Operation 114
(575.1) Operation Supervision 115
(575.2) Day-Ahead and Real-Time Market Facilitation 116
(575.3) Transmission Rights Market Facilitation 117
(575.4) Capacity Market Facilitation 118
(575.5) Ancillary Services Market Facilitation 119
(575.6) Market Monitoring and Compliance 120
(575.7) Market Facilitation, Monitoring and Compliance Services 121       1,194,322        985,648
(575.8) Rents 122
Total Operation (Lines 115 thru 122) 123       1,194,322        985,648
Maintenance 124
(576.1) Maintenance of Structures and Improvements 125
(576.2) Maintenance of Computer Hardware 126
(576.3) Maintenance of Computer Software 127
(576.4) Maintenance of Communication Equipment 128
(576.5) Maintenance of Miscellaneous Market Operation Plant 129
Total Maintenance (Lines 125 thru 129) 130
TOTAL Regional Transmission and Market Op Expns (Total 123 and 130) 131       1,194,322        985,648
4. DISTRIBUTION EXPENSES 132
Operation 133
(580) Operation Supervision and Engineering 134         665,170        707,004
(581) Load Dispatching 135           2,293          3,131
(582) Station Expenses 136         179,855        163,715
(583) Overhead Line Expenses 137         187,323        577,534
(584) Underground Line Expenses 138         129,749        131,141
(585) Street Lighting and Signal System Expenses 139         100,429        118,881
(586) Meter Expenses 140         519,469        686,805
(587) Customer Installations Expenses 141         129,726        161,182
(588) Miscellaneous Expenses 142       5,407,980      4,021,874
(589) Rents 143       1,682,012      1,595,988
TOTAL Operation (Enter Total of lines 134 thru 143) 144       9,004,006      8,167,255
Maintenance 145
(590) Maintenance Supervision and Engineering 146             739          1,589
(591) Maintenance of Structures 147          24,153         32,058
(592) Maintenance of Station Equipment 148         517,533        768,334
(593) Maintenance of Overhead Lines 149      30,483,135     29,761,661
(594) Maintenance of Underground Lines 150          92,158        231,685
(595) Maintenance of Line Transformers 151          68,385         56,587
(596) Maintenance of Street Lighting and Signal Systems 152          43,716         59,381
(597) Maintenance of Meters 153          53,792         60,536
(598) Maintenance of Miscellaneous Distribution Plant 154          85,508        121,720
TOTAL Maintenance (Total of lines 146 thru 154) 155      31,369,119     31,093,551
TOTAL Distribution Expenses (Total of lines 144 and 155) 156      40,373,125     39,260,806
5. CUSTOMER ACCOUNTS EXPENSES 157
Operation 158
(901) Supervision 159         272,442        285,400
(902) Meter Reading Expenses 160         453,028        483,691
(903) Customer Records and Collection Expenses 161       5,331,906      4,998,511
(904) Uncollectible Accounts 162         152,616        -54,515
(905) Miscellaneous Customer Accounts Expenses 163          16,264         20,469
TOTAL Customer Accounts Expenses (Total of lines 159 thru 163) 164       6,226,256      5,733,556
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ELECTRIC OPERATION AND MAINTENANCE EXPENSES (Continued)

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Account Amount for

(c)(b)(a)
Current Year Previous Year

Amount for
If the amount for previous year is not derived from previously reported figures, explain in footnote.

6. CUSTOMER SERVICE AND INFORMATIONAL EXPENSES 165
Operation 166
(907) Supervision 167         211,612        147,648
(908) Customer Assistance Expenses 168       2,591,856      3,367,405
(909) Informational and Instructional Expenses 169         155,343        140,471
(910) Miscellaneous Customer Service and Informational Expenses 170          37,709         35,493
TOTAL Customer Service and Information Expenses (Total 167 thru 170) 171       2,996,520      3,691,017
7. SALES EXPENSES 172
Operation 173
(911) Supervision 174              -5
(912) Demonstrating and Selling Expenses 175               2         30,713
(913) Advertising Expenses 176
(916) Miscellaneous Sales Expenses 177
TOTAL Sales Expenses (Enter Total of lines 174  thru 177) 178              -3         30,713
8. ADMINISTRATIVE AND GENERAL EXPENSES 179
Operation 180
(920) Administrative and General Salaries 181       6,723,161      9,407,773
(921) Office Supplies and Expenses 182         584,743      1,105,675
(Less) (922) Administrative Expenses Transferred-Credit 183       1,333,464      1,186,844
(923) Outside Services Employed 184       4,660,005      1,664,765
(924) Property Insurance 185         605,545        549,852
(925) Injuries and Damages 186       1,010,501      1,641,114
(926) Employee Pensions and Benefits 187       5,291,855      3,897,159
(927) Franchise Requirements 188         145,896        142,255
(928) Regulatory Commission Expenses 189         155,946        266,578
(929) (Less) Duplicate Charges-Cr. 190
(930.1) General Advertising Expenses 191          68,468         62,281
(930.2) Miscellaneous General Expenses 192         290,504        431,209
(931) Rents 193         124,108        208,534
TOTAL Operation (Enter Total of lines 181  thru 193) 194      18,327,268     18,190,351
Maintenance 195
(935) Maintenance of General Plant 196       1,578,835      1,600,140
TOTAL Administrative & General Expenses (Total of lines 194  and 196) 197      19,906,103     19,790,491
TOTAL Elec Op and Maint Expns (Total 80,112,131,156,164,171,178,197) 198     454,601,152    503,403,140
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Schedule Page: 320     Line No.: 5     Column: b
The portion of account 501 that is excluded from the fuel costs in KPCo's generation
formula rate is identified by a query of the general ledger.
Schedule Page: 320     Line No.: 93     Column: b
Generation Step-Up Units' (GSUs) O&M expenses included in KPCo's generation formula rates
are the ratio of GSU balances to all investment for plant accounts 352 & 353 multiplied by
the balance in O&M accounts 562, 569 & 570.
Schedule Page: 320     Line No.: 185     Column: b
The insurance expenses for generation included in KPCO's generation formula rate are
identified by a query of the general ledger.
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Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014
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FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

PURCHASED POWER (Account 555)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Name of Company or Public Authority

(c)(b)(a)

FERC Rate
Monthly Billing

Average

(d)

Statistical

cation
Classifi- Schedule or

Tariff Number Demand (MW)
(e) (f)

(Footnote Affiliations)

Actual Demand (MW)
Average Average

Monthly NCP Demand Monthly CP Demand

(Including power exchanges)

1.  Report all power purchases made during the year.  Also report exchanges of electricity (i.e., transactions involving a balancing of
debits and credits for energy, capacity, etc.) and any settlements for imbalanced exchanges.
2.  Enter the name of the seller or other party in an exchange transaction in column (a).  Do not abbreviate or truncate the name or use
acronyms.  Explain in a footnote any ownership interest or affiliation the respondent has with the seller.
3.  In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:

RQ - for requirements service.  Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projects load for this service in its system resource planning).  In addition, the reliability of requirement service must
be the same as, or second only to, the supplier’s service to its own ultimate consumers.

LF - for long-term firm service.  "Long-term" means five years or longer and "firm" means that service cannot be interrupted for
economic reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency
energy from third parties to maintain deliveries of LF service).  This category should not be used for long-term firm service firm service
which meets the definition of RQ service.  For all transaction identified as LF, provide in a footnote the termination date of the contract
defined as the earliest date that either buyer or seller can unilaterally get out of the contract.

IF - for intermediate-term firm service.  The same as LF service expect that "intermediate-term" means longer than one year but less
than five years.

SF - for short-term service.  Use this category for all firm services, where the duration of each period of commitment for service is one
year or less.

LU - for long-term service from a designated generating unit.  "Long-term" means five years or longer.  The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of the designated unit.

IU - for intermediate-term service from a designated generating unit.  The same as LU service expect that "intermediate-term" means
longer than one year but less than five years.

EX - For exchanges of electricity.  Use this category for transactions involving a balancing of debits and credits for energy, capacity, etc.
and any settlements for imbalanced exchanges.

OS - for other service.  Use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year.  Describe the nature
of the service in a footnote for each adjustment.

AEP GENERATING COMPANY AEG 2RQ   1

AEP Service Corporation 20OS   2

AEP Service Corporation 11OS   3

Ameren Energy Marketing OS   4

Associated Electric Cooperative OS   5

Beech Ridge Energy LLC OS   6

BP Energy Company OS   7

Buckeye Rural Electric Administration OS   8

CMS Marketing Svcs and Trading OS   9

DB Energy Trading LLC OS  10

Dynegy Power Marketing Inc. OS  11

EDF Trading North America LLC OS  12

Exelon Generation - Power Team OS  13

J ARON & Company OS  14

FERC FORM NO. 1 (ED. 12-90) Page 326
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

PURCHASED POWER (Account 555)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Name of Company or Public Authority

(c)(b)(a)

FERC Rate
Monthly Billing

Average

(d)

Statistical

cation
Classifi- Schedule or

Tariff Number Demand (MW)
(e) (f)

(Footnote Affiliations)

Actual Demand (MW)
Average Average

Monthly NCP Demand Monthly CP Demand

(Including power exchanges)

1.  Report all power purchases made during the year.  Also report exchanges of electricity (i.e., transactions involving a balancing of
debits and credits for energy, capacity, etc.) and any settlements for imbalanced exchanges.
2.  Enter the name of the seller or other party in an exchange transaction in column (a).  Do not abbreviate or truncate the name or use
acronyms.  Explain in a footnote any ownership interest or affiliation the respondent has with the seller.
3.  In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:

RQ - for requirements service.  Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projects load for this service in its system resource planning).  In addition, the reliability of requirement service must
be the same as, or second only to, the supplier’s service to its own ultimate consumers.

LF - for long-term firm service.  "Long-term" means five years or longer and "firm" means that service cannot be interrupted for
economic reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency
energy from third parties to maintain deliveries of LF service).  This category should not be used for long-term firm service firm service
which meets the definition of RQ service.  For all transaction identified as LF, provide in a footnote the termination date of the contract
defined as the earliest date that either buyer or seller can unilaterally get out of the contract.

IF - for intermediate-term firm service.  The same as LF service expect that "intermediate-term" means longer than one year but less
than five years.

SF - for short-term service.  Use this category for all firm services, where the duration of each period of commitment for service is one
year or less.

LU - for long-term service from a designated generating unit.  "Long-term" means five years or longer.  The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of the designated unit.

IU - for intermediate-term service from a designated generating unit.  The same as LU service expect that "intermediate-term" means
longer than one year but less than five years.

EX - For exchanges of electricity.  Use this category for transactions involving a balancing of debits and credits for energy, capacity, etc.
and any settlements for imbalanced exchanges.

OS - for other service.  Use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year.  Describe the nature
of the service in a footnote for each adjustment.

JP Morgan Ventures Energy Corp OS   1

LG&E Utilities Power Sales OS   2

Midwest ISO OS   3

Mizuho Securities USA Inc OS   4

National Power Cooperative Inc OS   5

Paulding Wind Farm II, LLC OS   6

PJM Interconnection OS   7

TVA Bulk Power Trading OS   8

UBS Securities LLC OS   9

Wildcat Wind farm OS  10

Wisconsin Electric Power Co OS  11

Wisconsin Power & Light OS  12

Adjustment OS  13

  14

FERC FORM NO. 1 (ED. 12-90) Page 326.1
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

PURCHASED POWER(Account 555)  (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

MegaWatt Hours

(i)(h)(g) (j)

Demand Charges Energy Charges Other Charges

(k)

Purchased (j+k+l)Total 

COST/SETTLEMENT OF POWER

($) ($) ($)

(Including power exchanges)

POWER EXCHANGES

MegaWatt Hours
Received

MegaWatt Hours
Delivered

(l) (m)
of Settlement ($)

AD - for out-of-period adjustment.  Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting
years.  Provide an explanation in a footnote for each adjustment.

4. In column (c), identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, include an appropriate
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which service, as
identified in column (b), is provided.
5. For requirements RQ purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, enter
the monthly average billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the
average monthly coincident peak (CP) demand in column (f). For all other types of service, enter NA in columns (d), (e) and (f). Monthly
NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand
during the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (f)
must be in megawatts. Footnote any demand not stated on a megawatt basis and explain.
6. Report in column (g) the megawatthours shown on bills rendered to the respondent. Report in columns (h) and (i) the megawatthours
of power exchanges received and delivered, used as the basis for settlement. Do not report net exchange.
7.  Report demand charges in column (j), energy charges in column (k), and the total of any other types of charges, including
out-of-period adjustments, in column (l). Explain in a footnote all components of the amount shown in column (l).  Report in column (m)
the total charge shown on bills received as settlement by the respondent.  For power exchanges, report in column (m) the settlement
amount for the net receipt of energy.  If more energy was delivered than received, enter a negative amount.  If the settlement amount (l)
include credits or charges other than incremental generation expenses, or (2) excludes certain credits or charges covered by the
agreement, provide an explanatory footnote.
8.  The data in column (g) through (m) must be totalled on the last line of the schedule.  The total amount in column (g) must be
reported as Purchases on Page 401, line 10.  The total amount in column (h) must be reported as Exchange Received on Page 401,
line 12.  The total amount in column (i) must be reported as Exchange Delivered on Page 401, line 13.
9.  Footnote entries as required and provide explanations following all required data.

     46,637,770      61,155,752     107,793,522    1      2,371,266

            974             974    2             18

     27,967,887     139,733,812     167,701,699    3      4,814,405

          1,576           1,576    4

          1,170           1,170    5             33

         -6,634          -6,634    6

        -41,898         -41,898    7

        138,549         138,549    8

         25,113          25,113    9

         17,664          17,664   10

          2,858           2,858   11

         41,060          41,060   12

         24,790          24,790   13

            136             136   14

FERC FORM NO. 1 (ED. 12-90) Page 327
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

PURCHASED POWER(Account 555)  (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

MegaWatt Hours

(i)(h)(g) (j)

Demand Charges Energy Charges Other Charges

(k)

Purchased (j+k+l)Total 

COST/SETTLEMENT OF POWER

($) ($) ($)

(Including power exchanges)

POWER EXCHANGES

MegaWatt Hours
Received

MegaWatt Hours
Delivered

(l) (m)
of Settlement ($)

AD - for out-of-period adjustment.  Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting
years.  Provide an explanation in a footnote for each adjustment.

4. In column (c), identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, include an appropriate
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which service, as
identified in column (b), is provided.
5. For requirements RQ purchases and any type of service involving demand charges imposed on a monnthly (or longer) basis, enter
the monthly average billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the
average monthly coincident peak (CP) demand in column (f). For all other types of service, enter NA in columns (d), (e) and (f). Monthly
NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand
during the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (f)
must be in megawatts. Footnote any demand not stated on a megawatt basis and explain.
6. Report in column (g) the megawatthours shown on bills rendered to the respondent. Report in columns (h) and (i) the megawatthours
of power exchanges received and delivered, used as the basis for settlement. Do not report net exchange.
7.  Report demand charges in column (j), energy charges in column (k), and the total of any other types of charges, including
out-of-period adjustments, in column (l). Explain in a footnote all components of the amount shown in column (l).  Report in column (m)
the total charge shown on bills received as settlement by the respondent.  For power exchanges, report in column (m) the settlement
amount for the net receipt of energy.  If more energy was delivered than received, enter a negative amount.  If the settlement amount (l)
include credits or charges other than incremental generation expenses, or (2) excludes certain credits or charges covered by the
agreement, provide an explanatory footnote.
8.  The data in column (g) through (m) must be totalled on the last line of the schedule.  The total amount in column (g) must be
reported as Purchases on Page 401, line 10.  The total amount in column (h) must be reported as Exchange Received on Page 401,
line 12.  The total amount in column (i) must be reported as Exchange Delivered on Page 401, line 13.
9.  Footnote entries as required and provide explanations following all required data.

         47,497          47,497    1

          4,138           4,138    2             95

         68,114          68,114    3          1,686

          4,322           4,322    4

         21,332         351,973         373,305    5          2,817

        -71,717         -71,717    6

        183,320      19,281,054      19,464,374    7        375,459

        807,465         807,465    8         34,332

         65,416          65,416    9

         -2,642          -2,642   10

             39              39   11

            917             917   12

         21,003          21,003   13

  14
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Schedule Page: 326     Line No.: 1     Column: a
Affiliated Company  
Schedule Page: 326     Line No.: 2     Column: a
Affiliated Company - transactions related to the System Integration Agreement. See pages
122-123 (Notes to Financial Statements) Related Party Transactions - System Integration
Agreement for additional information.

Schedule Page: 326     Line No.: 3     Column: a
Appalachian Power Company, Indiana Michigan Power Company, Kentucky Power Company and Ohio
Power Company are associated companies and were members of the American Electric Power
System Power Pool, whose electric facilities are interconnected at a number of points and
are operated in a fully coordinated manner on a system pool basis.  Power transactions
between the members of the AEP System Pool were governed by the terms of the
interconnection agreement dated July 6, 1951, as amended, and are processed by American
Electric Power Service Corporation.  See Notes to Financial Statements for discussion of
termination of interconnection agreement as of 12/31/2013.

Schedule Page: 326.1     Line No.: 13     Column: a
Reclassification between 447 and 555 accounts to incorporate certain trading/marketing
activity. The amounts represented on Page 310-11 and 326-27 are equal and off-setting.  

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission
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04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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TRANSMISSION OF ELECTRICITY FOR OTHERS (Account 456.1)

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Payment By

(c)(b)(a) (d)

Statistical

cation
Classifi-

(Footnote Affiliation)

(Including transactions referred to as 'wheeling')

(Company of Public Authority)
(Footnote Affiliation)

(Company of Public Authority)
(Footnote Affiliation)

(Company of Public Authority)
Energy Received From Energy Delivered To

1.  Report all transmission of electricity, i.e., wheeling, provided for other electric utilities, cooperatives, other public authorities,
qualifying facilities, non-traditional utility suppliers and ultimate customers for the quarter.
2.  Use a separate line of data for each distinct type of transmission service involving the entities listed in column (a), (b) and (c).
3.  Report in column (a) the company or public authority that paid for the transmission service.  Report in column (b) the company or
public authority that the energy was received from and in column (c) the company or public authority that the energy was delivered to.
Provide the full name of each company or public authority.  Do not abbreviate or truncate name or use acronyms.  Explain in a footnote
any ownership interest in or affiliation the respondent has with the entities listed in columns (a), (b) or (c)
4. In column (d) enter a Statistical Classification code based on the original contractual terms and conditions of the service as follows:
FNO - Firm Network Service for Others, FNS - Firm Network Transmission Service for Self, LFP - "Long-Term Firm Point to Point
Transmission Service, OLF - Other Long-Term Firm Transmission Service, SFP - Short-Term Firm Point to Point Transmission
Reservation, NF - non-firm transmission service, OS - Other Transmission Service and AD - Out-of-Period Adjustments. Use this code
for any accounting adjustments or "true-ups" for service provided in prior reporting periods. Provide an explanation in a footnote for
each adjustment. See General Instruction for definitions of codes.

PJM Network Integ Trans Rev Whlsle Various Various FNO   1

PJM Network Integ Trans Serv Various Various FNO   2

PJM Trans Enhancement Rev Various Various FNO   3

PJM Trans Enhancement Rev - Affil Various Various FNS   4

PJM Trans Enhancement Rev Whlsle Various Various FNO   5

PJM Network Integ Rev - Affil Various Various FNS   6

PJM Point to Point Trans Serv Various Various LFP   7

PJM Trans Owner Admin Revenue Various Various OLF   8

PJM Trans Owner Serv Rev Whlsle Various Various OLF   9

PJM Expansion Cost Recovery Various Various OS  10

PJM Power Factor Credits Rev Whlsle Various Various OS  11

RTO Formation Costs Recovery Various Various OS  12

PJM Trans Owner Serv -Affil Various Various OLF  13

East Kentucky Power Cooperative Various Various OLF  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

FERC FORM NO. 1 (ED. 12-90) Page 328
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TRANSMISSION OF ELECTRICITY FOR OTHERS (Account 456)(Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

(Including transactions reffered to as 'wheeling')

FERC Rate
Schedule of

Tariff Number
(e)

Point of Receipt
(Subsatation or Other

Designation)
(f)

Point of Delivery
(Substation or Other

(g)

Billing
Demand
(MW)

(h)

TRANSFER OF ENERGY

MegaWatt Hours
Received

(i)
Delivered

(j)

MegaWatt Hours
Designation)

5.  In column (e), identify the FERC Rate Schedule or Tariff Number, On separate lines, list all FERC rate schedules or contract
designations under which service, as identified in column (d), is provided.
6.  Report receipt and delivery locations for all single contract path, "point to point" transmission service.  In column (f), report the
designation for the substation, or other appropriate identification for where energy was received as specified in the contract.  In column
(g) report the designation for the substation, or other appropriate identification for where energy was delivered as specified in the
contract.
7.  Report in column (h) the number of megawatts of billing demand that is specified in the firm transmission service contract.  Demand
reported in column (h) must be in megawatts.  Footnote any demand not stated on a megawatts basis and explain.
8.  Report in column (i) and (j) the total megawatthours received and delivered.

VariousPJM OATT Various    1

VariousPJM OATT Various    2

VariousPJM OATT Various    3

VariousPJM OATT Various    4

VariousPJM OATT Various    5

VariousPJM OATT Various    6

VariousPJM OATT Various    7

VariousPJM OATT Various    8

VariousPJM OATT Various    9

VariousPJM OATT Various   10

VariousPJM OATT Various   11

VariousPJM OATT Various   12

VariousPJM OATT Various   13

VariousSee footnote Various          38,045          38,045   14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TRANSMISSION OF ELECTRICITY FOR OTHERS (Account 456) (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

(m)(l)(k) (n)
(k+l+m)

Total Revenues ($)

(Including transactions reffered to as 'wheeling')

($)
Energy Charges

($)
(Other Charges)Demand Charges

($)

REVENUE FROM TRANSMISSION OF ELECTRICITY FOR OTHERS

9.  In column (k) through (n), report the revenue amounts as shown on bills or vouchers.  In column (k), provide revenues from demand
charges related to the billing demand reported in column (h).  In column (I), provide revenues from energy charges related to the
amount of energy transferred.  In column (m), provide the total revenues from all other charges on bills or vouchers rendered, including
out of period adjustments.  Explain in a footnote all components of the amount shown in column (m).  Report in column (n) the total
charge shown on bills rendered to the entity Listed in column (a).  If no monetary settlement was made, enter zero (11011) in column
(n).  Provide a footnote explaining the nature of the non-monetary settlement, including the amount and type of energy or service
rendered.
10.  The total amounts in columns (i) and (j) must be reported as Transmission Received and Transmission Delivered for annual report
purposes only on Page 401, Lines 16 and 17, respectively.
11.  Footnote entries and provide explanations following all required data.

      2,334,985       2,334,985    1

     13,019,495      13,019,495    2

        253,346         253,346    3

          5,553           5,553    4

         18,420          18,420    5

        847,441         847,441    6

        621,335         621,335    7

        223,781        223,781    8

         36,642         36,642    9

         84,377          84,377   10

          7,199          7,199   11

          6,291           6,291   12

          8,650          8,650   13

         57,068         57,068   14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

FERC FORM NO. 1 (ED. 12-90) Page 330
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Schedule Page: 328     Line No.: 1     Column: e
Effective October 1, 2004, the administration of the transmission tariff was turned over
to PJM. PJM does not provide any detail except for the total revenue by major classes
listed. OATT (Open Access Transmission Tariff) 3rd Revised Volume No. 6.
Schedule Page: 328     Line No.: 11     Column: m
Per Proforma ILDSA (Interconnection and Local Delivery Service Agreement) AEP Tariff 3rd
Revised Volume No.6.
Schedule Page: 328     Line No.: 14     Column: e
Compensation shall be at a rate of one and one-half (1.5) mills per kilowatt-hour for
energy delivered pursuant to Appendix IV of PJM Service Agreement No. 1530, the
Interconnection Agreement between AEPSC and East Kentucky Power Cooperative.
Schedule Page: 328     Line No.: 14     Column: m
Compensation shall be at a rate of one and one-half (1.5) mills per kilowatt-hour for
energy delivered pursuant to Appendix IV of PJM Service Agreement No. 1530, the
Interconnection Agreement between AEPSC and East Kentucky Power Cooperative.

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TRANSMISSION OF ELECTRICITY BY ISO/RTOs

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Payment Received by Statistical

(b)(a)
(Transmission Owner Name) Classification

FERC Rate Schedule
or Tariff Number

(c)

Total Revenue by Rate
Schedule or Tarirff

(d)

Total Revenue

(e)

1. Report in Column (a) the Transmission Owner receiving revenue for the transmission of electricity by the ISO/RTO.
2. Use a separate line of data for each distinct type of transmission service involving the entities listed in Column (a).
3. In Column (b) enter a Statistical Classification code based on the original contractual terms and conditions of the service as follows:   FNO – Firm
Network Service for Others, FNS – Firm Network Transmission Service for Self, LFP – Long-Term Firm Point-to-Point Transmission Service, OLF – Other
Long-Term Firm Transmission Service, SFP – Short-Term Firm Point-to-Point Transmission Reservation, NF – Non-Firm Transmission Service, OS –
Other Transmission Service and AD- Out-of-Period Adjustments.  Use this code for any accounting adjustments or “true-ups” for service provided in prior
reporting periods.  Provide an explanation in a footnote for each adjustment.  See General Instruction for definitions of codes.
4. In column (c) identify the FERC Rate Schedule or tariff Number, on separate lines, list all FERC rate schedules or contract designations under which
service, as identified in column (b) was provided.
5. In column (d) report the revenue amounts as shown on bills or vouchers.
6. Report in column (e) the total revenues distributed to the entity listed in column (a).

   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

Page 331
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TRANSMISSION OF ELECTRICITY BY OTHERS  (Account 565)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. Name of Company or Public

(d)(c)(a)
Authority (Footnote Affiliations)

TRANSFER OF ENERGY
Magawatt-

hours
Received

Magawatt-

Delivered
hours

EXPENSES FOR TRANSMISSION OF ELECTRICITY BY OTHERS
Demand
Charges

($)
(e)

Energy
Charges

(f)
($)

Other
Charges

($)
(g)

($)

Total Cost of
Transmission

(h)

(Including transactions referred to as "wheeling")

1. Report all transmission, i.e. wheeling or electricity provided by other electric utilities,  cooperatives, municipalities, other public
authorities, qualifying facilities, and others for the quarter. 
2. In column (a) report each company or public authority that provided transmission service.  Provide the full name of the company,
abbreviate if necessary, but do not truncate name or use acronyms. Explain in a footnote any ownership interest in or affiliation with the
transmission service provider. Use additional columns as necessary to report all companies or public authorities that provided
transmission service for the quarter reported. 
3. In column (b) enter a Statistical Classification code based on the original contractual terms and conditions of the service as follows:
FNS - Firm Network Transmission Service for Self, LFP - Long-Term Firm Point-to-Point Transmission Reservations. OLF - Other
Long-Term Firm Transmission Service, SFP - Short-Term Firm Point-to- Point Transmission Reservations, NF - Non-Firm Transmission
Service, and OS - Other Transmission Service. See General Instructions for definitions of statistical classifications.
4. Report in column (c) and (d) the total megawatt hours received and delivered by the provider  of the transmission service. 
5. Report in column (e), (f) and (g) expenses as shown on bills or vouchers rendered to the respondent. In column (e) report the
demand charges and in column (f) energy charges related to the amount of energy transferred. On column (g) report the total of all
other charges  on bills or vouchers rendered to the respondent, including any out of period adjustments. Explain in a footnote all
components of the amount shown in column (g). Report in column (h) the total charge shown on bills rendered to the respondent. If no
monetary settlement was made, enter zero in column (h). Provide a footnote explaining the nature of the non-monetary settlement,
including the amount and type of energy or service rendered.
6. Enter "TOTAL" in column (a) as the last line.
7. Footnote entries and provide explanations following all required data.

Statistical
Classification

(b)

LFP        185,776      185,776   123,851   123,851Concurrent Energy   1

    East KY Power Coop   2

OS      3,617,808    3,617,808PJM - Enhancements   3

OS      2,885,758    2,885,758PJM - NITS   4

OS         13,493       13,493PJM - Trans Owner   5

   6

OS             61           61Other   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

FERC FORM NO. 1/3-Q (REV. 02-04) Page 332

   123,851    123,851     6,702,896      6,702,896TOTAL
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Schedule Page: 332     Line No.: 1     Column: g
Compensation shall be at a rate of one and one-half (1.5) mills per kilowatt-hour for
energy delivered pursuant to Appendix IV of PJM Service Agreement No. 1530, the
Interconnection Agreement between AEPSC and East Kentucky Power Cooperative.
Schedule Page: 332     Line No.: 3     Column: a
Transmission Enhancement Charges and Credits (PJM OATT Schedule 12).
Schedule Page: 332     Line No.: 4     Column: a
Network Integration Transmission Service Charges - NITS (PJM OATT Schedule H).  
Schedule Page: 332     Line No.: 5     Column: a
Transmission Owner Charges and Credits (PJM OATT Tariff Sixth Revised Volume No. 1).
Schedule Page: 332     Line No.: 7     Column: a
Midwest Independent Transmission System Operator (MISO) Membership/Participant Dues. 

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

MISCELLANEOUS GENERAL EXPENSES (Account 930.2) (ELECTRIC)

Kentucky Power Company X
04/11/2014

2013/Q4

Line Description Amount
(b)(a)No.

         77,922Industry Association Dues   1

Nuclear Power Research Expenses   2

          3,453Other Experimental and General Research Expenses   3

          8,000Pub & Dist Info to Stkhldrs...expn servicing outstanding Securities   4

Oth Expn >=5,000 show purpose, recipient, amount. Group if < $5,000   5

        281,150Associated Business Development   6

         98,818AEP Service Corporation Billings   7

        -59,332Intercompany Billings (Net)   8

          9,647Corporate Money Pool Allocations   9

         10,600Employee Death Benefits  10

            951Miscellaneous  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

        431,209

FERC FORM NO. 1 (ED. 12-94) Page 335
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

DEPRECIATION AND AMORTIZATION OF ELECTRIC PLANT (Account 403, 404, 405)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. Functional Classification

Depreciation

(d)(b)(a)

Amortization of 

Total

(Except amortization of aquisition adjustments)

A.  Summary of Depreciation and Amortization Charges

Expense
(Account 403)

Limited Term
Electric Plant

Amortization of
Other Electric

Plant (Acc 405)
(e) (f)

1.  Report in section A for the year the amounts for :  (b) Depreciation Expense (Account 403; (c) Depreciation Expense for Asset
Retirement Costs (Account 403.1; (d) Amortization of Limited-Term Electric Plant (Account 404);  and (e) Amortization of Other Electric
Plant (Account 405).
2.  Report in Section 8 the rates used to compute amortization charges for electric plant (Accounts 404 and 405).  State the basis used to
compute charges and whether any changes have been made in the basis or rates used from the preceding report year.
3.  Report all available information called for in Section C every fifth year beginning with report year 1971, reporting annually only changes
to columns (c) through (g) from the complete report of the preceding year.
Unless composite depreciation accounting for total depreciable plant is followed, list numerically in column (a) each plant subaccount,
account or functional classification, as appropriate, to which a rate is applied.  Identify at the bottom of Section C the type of plant
included in any sub-account used.
In column (b) report all depreciable plant balances to which rates are applied showing subtotals by functional Classifications and showing
composite total.  Indicate at the bottom of section C the manner in which column balances are obtained.  If average balances, state the
method of averaging used.
For columns (c), (d), and (e) report available information for each plant subaccount, account or functional classification Listed in column
(a).  If plant mortality studies are prepared to assist in estimating average service Lives, show in column (f) the type mortality curve
selected as most appropriate for the account and in column (g), if available, the weighted average remaining life of surviving plant.  If
composite depreciation accounting is used, report available information called for in columns (b) through (g) on this basis.
4.  If provisions for depreciation were made during the year in addition to depreciation provided by application of reported rates, state at
the bottom of section C the amounts and nature of the provisions and the plant items to which related.

(Account 404)
(c)

Depreciation
Expense for Asset
Retirement Costs
(Account 403.1)

      3,173,610      3,173,610   1 Intangible Plant

     20,841,536     20,384,410         457,126   2 Steam Production Plant

   3 Nuclear Production Plant

   4 Hydraulic Production Plant-Conventional

   5 Hydraulic Production Plant-Pumped Storage

   6 Other Production Plant

      8,716,316      8,716,316   7 Transmission Plant

     23,769,486     23,769,486   8 Distribution Plant

   9 Regional Transmission and Market Operation

        904,657        850,603          54,054  10 General Plant

  11 Common Plant-Electric

     57,405,605     53,720,815       3,684,790  12 TOTAL

Section A, Line 1, Column D represents amortization of franchises over the life of the franchise ($487) and amortization of capitalized software
development costs over a 5 year life ($3,173,123)

Section A, Line 2, Column D represents amortization of Selective Catalytic Reduction catalyst equipment over a useful life range defined as:

SCR Catalyst Layer 1 (15 years) = ($217,404)
SCR Catalyst Layer 2 (19 years) = ($171,697)
SCR Catalyst Layer 3 (10 years) = ($68,025)

Total = ($457,126)

Section A, Line 10, Column D represents amortization of Leasehold improvements over the term of the lease for the respective building 

FERC FORM NO. 1 (REV. 12-03) Page 336
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

DEPRECIATION AND AMORTIZATION OF ELECTRIC PLANT (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. Account No.

(c)(b)(a) (d) (e)

C. Factors Used  in Estimating Depreciation Charges

Depreciable
Plant Base

(In Thousands)

Estimated
Avg. Service

Life

Net
Salvage
(Percent)

Applied
Depr. rates

Mortality
Curve
Type

Average
Remaining

Life
(f) (g)

(Percent)

STEAM GENERATION         540,198  12

TRANSMISSION PLANT         493,685  13

DISTRIBUTION PLANT         685,643  14

GENERAL PLANT          33,759  15

DEPRECIABLE SUM       1,753,285  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

  46

  47

  48

  49

  50

FERC FORM NO. 1 (REV. 12-03) Page 337
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Schedule Page: 336     Line No.: 7     Column: b
Generation Step-Up Units' (GSUs) depreciation expenses included in KPCo's generation
formula rates are a subset of transmission depreciation and identified by a query of the
plant accounting system.  
Schedule Page: 336     Line No.: 16     Column: b
The depreciable plant base is the November 30, 2013 total company depreciable plant. 

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

REGULATORY COMMISSION EXPENSES

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Description Assessed by

(c)(b)(a)

Total 
Expense for

Expenses 
of

(d)

(Furnish name of regulatory commission or body the Regulatory
docket or case number and a description of the case) Commission Utility

Current Year
(b) + (c)

Deferred
in Account
182.3 at 

Beginning of Year
(e)

1.  Report particulars (details) of regulatory commission expenses incurred during the current year (or incurred in previous years, if
being amortized) relating to format cases before a regulatory body, or cases in which such a body was a party.
2.  Report in columns (b) and (c), only the current year's expenses that are not deferred and the current year's amortization of amounts
deferred in previous years.

2013 Kentucky Power Base Case         139,228         139,228   1

KPSC - Case No. 2013-00197   2

   3

2013 Integrated Resource Planning          73,355          73,355   4

KPSC - Case No. 2013-00475   5

   6

Transfer of 50% Interest in Mitchell Plant          47,208          47,208   7

KPSC - Case No. 2012-00578   8

   9

Miscellaneous           6,787           6,787  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

FERC FORM NO. 1 (ED. 12-96) Page 350
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

REGULATORY COMMISSION EXPENSES (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

(j)(i)(f) (k) (l)

EXPENSES INCURRED DURING YEAR AMORTIZED DURING YEAR

CURRENTLY CHARGED TO
Department Account

No.
(g)

Amount

(h)

Deferred to
Account 182.3

Contra
Account

Amount Deferred in 
Account 182.3

End of Year

3.  Show in column (k) any expenses incurred in prior years which are being amortized.  List in column (a) the period of amortization.
4.  List in column (f), (g), and (h) expenses incurred during year which were charged currently to income, plant, or other accounts.
5.  Minor items (less than $25,000) may be grouped.

   1        119,612928

   2

   3

   4         73,355928

   5

   6

   7         47,208928

   8

   9

  10         26,403928

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

FERC FORM NO. 1 (ED. 12-96) Page 351

46        266,578
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

RESEARCH, DEVELOPMENT, AND DEMONSTRATION ACTIVITIES

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Description

(b)(a)
Classification

1.  Describe and show below costs incurred and accounts charged during the year for technological research, development, and demonstration (R, D &
D) project initiated, continued or concluded during the year.  Report also support given to others during the year for jointly-sponsored projects.(Identify
recipient regardless of affiliation.) For any R, D & D work carried with others, show separately the respondent's cost for the year and cost chargeable to
others (See definition of research, development, and demonstration in Uniform System of Accounts).
2.  Indicate in column (a) the applicable classification, as shown below:

Classifications:
A.  Electric R, D & D Performed Internally: a.  Overhead
  (1) Generation b.  Underground
    a.  hydroelectric   (3) Distribution
      i. Recreation fish and wildlife   (4) Regional Transmission and Market Operation
      ii Other hydroelectric   (5) Environment (other than equipment)
    b.  Fossil-fuel steam   (6) Other (Classify and include items in excess of $50,000.)
    c.  Internal combustion or gas turbine   (7) Total Cost Incurred
    d.  Nuclear B.  Electric, R, D & D Performed Externally:
    e.  Unconventional generation   (1) Research Support to the electrical Research Council or the Electric
    f.  Siting and heat rejection Power Research Institute
  (2) Transmission

5 items under $50,000A(1)b:  Generation:  Fossil-Fuel Steam   1

   2

4 items under $50,000A(1)e:  Generation:  Unconventional   3

   4

3 items under $50,000A(2):  Transmission   5

   6

2 items under $50,000A(3):  Distribution   7

   8

Carbon Management - University of Kentucky Research FoundationA(5):  Environment (other than equipment)   9

3 items under $50,000  10

  11

6 items under $50,000A(6):  Other  12

  13

1 item under $50,000A(6)g:  Other (program management)  14

  15

EPRI Environmental ScienceB(1):  R&D support to the Research Council  16

EPRI Research Portfolio          or the Electric Power Research  17

30 items under $50,000          Institute  18

  19

5 items under $50,000B(4):  Research to support others  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

RESEARCH, DEVELOPMENT, AND DEMONSTRATION ACTIVITIES  (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

AMOUNTS CHARGED IN CURRENT YEAR

(e)
(c)

Costs Incurred Internally
Current Year

Costs Incurred Externally
Current Year

(d)
Account Amount

(f)

Unamortized 
Accumulation

(g)

  (2) Research Support to Edison Electric Institute
  (3) Research Support to Nuclear Power Groups
  (4) Research Support to Others (Classify)
  (5) Total Cost Incurred
3.  Include in column (c) all R, D & D items performed internally and in column (d) those items performed outside the company costing $50,000 or more,
briefly describing the specific area of R, D & D (such as safety, corrosion control, pollution, automation, measurement, insulation, type of appliance, etc.).
Group items under $50,000 by classifications and indicate the number of items grouped.  Under Other, (A (6) and B (4)) classify items by type of R, D &
D activity.
4.  Show in column (e) the account number charged with expenses during the year or the account to which amounts were capitalized during the year,
listing Account 107, Construction Work in Progress, first.  Show in column (f) the amounts related to the account charged in column (e)
5.  Show in column (g) the total unamortized accumulating of costs of projects.  This total must equal the balance in Account 188, Research,
Development, and Demonstration Expenditures, Outstanding at the end of the year.
6.  If costs have not been segregated for R, D &D activities or projects, submit estimates for columns (c), (d), and (f) with such amounts identified by
"Est."
7.  Report separately research and related testing facilities operated by the respondent.

         16,244    1506          16,244

   2

            515    3506, 588             515

   4

          1,868    5566           1,868

   6

          1,440    7588           1,440

   8

        200,000    9182.3         200,000

          6,879   10506           6,879

  11

          9,192   12Various           9,192

  13

          1,392   14Various           1,392

  15

  16         87,065 506          87,065

  17        111,727 Various         111,727

  18         39,985 Various          39,985

  19

  20         17,097 566, 588          17,097

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

DISTRIBUTION OF SALARIES AND WAGES

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Classification

(c)(b)(a)

Direct Payroll Allocation of
Total 

(d)
Distribution Payroll charged for

Clearing Accounts

Report below the distribution of total salaries and wages for the year.  Segregate amounts originally charged to clearing accounts to
Utility Departments, Construction, Plant Removals, and Other Accounts, and enter such amounts in the appropriate lines and columns
provided.  In determining this segregation of salaries and wages originally charged to clearing accounts, a method of approximation
giving substantially correct results may be used.

Electric   1

Operation   2

      3,091,576Production   3

        237,279Transmission   4

Regional Market   5

      2,846,908Distribution   6

      1,284,344Customer Accounts   7

        581,474Customer Service and Informational   8

Sales   9

        916,801Administrative and General  10

      8,958,382TOTAL Operation (Enter Total of lines 3 thru 10)  11

Maintenance  12

      3,967,144Production  13

        766,261Transmission  14

Regional Market  15

      4,309,852Distribution  16

        497,397Administrative and General  17

      9,540,654TOTAL Maintenance (Total of lines 13 thru 17)  18

Total Operation and Maintenance  19

      7,058,720Production (Enter Total of lines 3 and 13)  20

      1,003,540Transmission (Enter Total of lines 4 and 14)  21

Regional Market (Enter Total of Lines 5 and 15)  22

      7,156,760Distribution (Enter Total of lines 6 and 16)  23

      1,284,344Customer Accounts (Transcribe from line 7)  24

        581,474Customer Service and Informational (Transcribe from line 8)  25

Sales (Transcribe from line 9)  26

      1,414,198Administrative and General (Enter Total of lines 10 and 17)  27

     19,538,610      1,039,574     18,499,036TOTAL Oper. and Maint. (Total of lines 20 thru 27)  28

Gas  29

Operation  30

Production-Manufactured Gas  31

Production-Nat. Gas (Including Expl. and Dev.)  32

Other Gas Supply  33

Storage, LNG Terminaling and Processing  34

Transmission  35

Distribution  36

Customer Accounts  37

Customer Service and Informational  38

Sales  39

Administrative and General  40

TOTAL Operation (Enter Total of lines 31 thru 40)  41

Maintenance  42

Production-Manufactured Gas  43

Production-Natural Gas (Including Exploration and Development)  44

Other Gas Supply  45

Storage, LNG Terminaling and Processing  46

Transmission  47
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Classification

(c)(b)(a)

Direct Payroll Allocation of
Total 

(d)
Distribution Payroll charged for

Clearing Accounts

DISTRIBUTION OF SALARIES AND WAGES  (Continued)

Distribution  48

Administrative and General  49

TOTAL Maint. (Enter Total of lines 43 thru 49)  50

Total Operation and Maintenance  51

Production-Manufactured Gas (Enter Total of lines 31 and 43)  52

Production-Natural Gas (Including Expl. and Dev.) (Total lines 32,  53

Other Gas Supply (Enter Total of lines 33 and 45)  54

Storage, LNG Terminaling and Processing (Total of lines 31 thru  55

Transmission (Lines 35 and 47)  56

Distribution (Lines 36 and 48)  57

Customer Accounts (Line 37)  58

Customer Service and Informational (Line 38)  59

Sales (Line 39)  60

Administrative and General (Lines 40 and 49)  61

TOTAL Operation and Maint. (Total of lines 52 thru 61)  62

Other Utility Departments  63

Operation and Maintenance  64

     19,538,610      1,039,574     18,499,036TOTAL All Utility Dept. (Total of lines 28, 62, and 64)  65

Utility Plant  66

Construction (By Utility Departments)  67

     11,568,959        615,539     10,953,420Electric Plant  68

Gas Plant  69

Other (provide details in footnote):  70

     11,568,959        615,539     10,953,420TOTAL Construction (Total of lines 68 thru 70)  71

Plant Removal (By Utility Departments)  72

      2,294,913        122,103      2,172,810Electric Plant  73

Gas Plant  74

Other (provide details in footnote):  75

      2,294,913        122,103      2,172,810TOTAL Plant Removal (Total of lines 73 thru 75)  76

Other Accounts (Specify, provide details in footnote):  77

      1,241,669      1,241,669152 - Fuel Stock Undistributed  78

     -1,037,194      1,037,194163 - Stores Expense Undistributed  79

         -1,211          1,211183 - Prelim Survey  80

       -738,811        738,811184 - Clearing Accounts  81

         38,577         38,577185 - ODD Temporary Facilities  82

        -12,418        -12,418186 - Misc Deferred Debits  83

           -162           -162188 - Research & Development  84

         33,237         33,237426 - Political Activities  85

  86

  87

  88

  89

  90

  91

  92

  93

  94

      1,300,903     -1,777,216      3,078,119TOTAL Other Accounts  95

     34,703,385     34,703,385TOTAL SALARIES AND WAGES  96
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Schedule Page: 354     Line No.: 28     Column: b
The labor charges from AEP Service Corporation included in the development of the KPCo
generation formula rate payroll allocator is derived from a query of the general ledger.  

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

COMMON UTILITY PLANT AND EXPENSES

Kentucky Power Company X
04/11/2014 2013/Q4

1.  Describe the property carried in the utility's accounts as common utility plant and show the book cost of such plant at end of year classified by
accounts as provided by Plant Instruction 13, Common Utility Plant, of the Uniform System of Accounts.  Also show the allocation of such plant costs to
the respective departments using the common utility plant and explain the basis of allocation used, giving the allocation factors.
2.  Furnish the accumulated provisions for depreciation and amortization at end of year, showing the amounts and classifications of such accumulated
provisions, and amounts allocated to utility departments using the Common utility plant to which such accumulated provisions relate, including
explanation of basis of allocation and factors used.
3.  Give for the year the expenses of operation, maintenance, rents, depreciation, and amortization for common utility plant classified by accounts as
provided by the Uniform System of Accounts.  Show the allocation of such expenses to the departments using the common utility plant to which such
expenses are related.  Explain the basis of allocation used and give the factors of allocation.
4.  Give date of approval by the Commission for use of the common utility plant classification and reference to order of the Commission or other
authorization.
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Description of Item(s) Balance at End of

(c)(b)(a)

Balance at End of

AMOUNTS INCLUDED IN ISO/RTO SETTLEMENT STATEMENTS

Quarter 1 Quarter 2
Balance at End of

Quarter 3
(d) (e)

1. The respondent shall report below the details called for concerning amounts it recorded in Account 555, Purchase Power, and Account 447, Sales for
Resale, for items shown on ISO/RTO Settlement Statements. Transactions should be separately netted for each ISO/RTO administered energy market
for purposes of determining whether an entity is a net seller or purchaser in a given hour. Net megawatt hours are to be used as the basis for determining
whether a net purchase or sale has occurred. In each monthly reporting period, the hourly sale and purchase net amounts are to be aggregated and
separately reported in Account 447, Sales for Resale, or Account 555, Purchased Power, respectively.

Balance at End of
Year

Energy   1

   Net Purchases (Account 555)   2       19,063,116

   Net Sales (Account 447)   3 (     68,675,845)

Transmission Rights   4 (      3,615,946)

Ancillary Services   5        4,651,054

Other Items (list separately)   6

Congestion   7        7,883,544

Operating Reserves   8 (      3,730,065)

Transmission Purchase Expense   9          663,497

Transmission Losses  10        9,904,055

Meter Corrections  11 (        118,954)

Inadvertent  12 (         55,505)

Capacity Credits  13 (        367,494)

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

(     34,398,543)

FERC FORM NO. 1/3-Q (NEW. 12-05) Page 397
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KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 657 of 1829



Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

PURCHASES AND SALES OF ANCILLARY SERVICES

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Type of Ancillary Service

(a)

Report the amounts for each type of ancillary service shown in column (a) for the year as specified in Order No. 888 and defined in the
respondents Open Access Transmission Tariff.

In columns for usage, report usage-related billing determinant and the unit of measure.

(1) On line 1 columns (b), (c), (d), (e), (f) and (g) report the amount of ancillary services purchased and sold during the year.

(2) On line 2 columns (b) (c), (d), (e), (f), and (g) report the amount of reactive supply and voltage control services purchased and sold
during the year.

(3) On line 3 columns (b) (c), (d), (e), (f), and (g) report the amount of regulation and frequency response services purchased and sold
during the year.

(4) On line 4 columns (b), (c), (d), (e), (f), and (g) report the amount of energy imbalance services purchased and sold during the year.

(5) On lines 5 and 6, columns (b), (c), (d), (e), (f), and (g) report the amount of operating reserve spinning and supplement services
purchased and sold during the period.

(6) On line 7 columns (b), (c), (d), (e), (f), and (g) report the total amount of all other types ancillary services purchased or sold during
the year. Include in a footnote and specify the amount for each type of other ancillary service provided.

Number of Units
Unit of

Measure Dollars

(b) (c) (d)

Number of Units
Unit of

Measure Dollars

(e) (f) (g)

Usage - Related Billing Determinant Usage - Related Billing Determinant

Amount Purchased for the Year Amount Sold for the Year

Scheduling, System Control and Dispatch  1

Reactive Supply and Voltage  2

Regulation and Frequency Response  3

Energy Imbalance  4

Operating Reserve - Spinning  5

Operating Reserve - Supplement  6

Other  7

Total (Lines 1 thru 7)  8
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Schedule Page: 398     Line No.: 1     Column: b
The final grandfathered contracts (under the AEP OATT) expired 12/31/2010.  Currently,
services are provided under the SPP and PJM OATTs. 

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

MONTHLY TRANSMISSION SYSTEM PEAK LOAD

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Monthly Peak
MW - Total

(c)(b)(a)

Month

NAME OF SYSTEM:

Day of
Monthly

Peak

(1) Report the monthly peak load on the respondent's transmission system. If the respondent has two or more power systems which are not physically
integrated, furnish the required information for each non-integrated system.
(2) Report on Column (b) by month the transmission system's peak load.
(3) Report on Columns (c ) and (d) the specified information for each monthly transmission - system peak load reported on Column (b).
(4) Report on Columns (e) through (j) by month the system' monthly maximum megawatt load by statistical classifications. See General Instruction for
the definition of each statistical classification.

(d)

Hour of
Monthly
 Peak

(e)

Firm Network
Service for Self

(f)

Firm Network
Service for

 Others

(g)

Long-Term Firm
Point-to-point
Reservations

(h)

Other Long-
Term Firm

Service

(i)

Short-Term Firm
Point-to-point
Reservation

(j)

Other
Service

January   1

February   2

March   3

Total for Quarter 1   4

April   5

May   6

June   7

Total for Quarter 2   8

July   9

August  10

September  11

Total for Quarter 3  12

October  13

November  14

December  15

Total for Quarter 4  16

Total Year to

Date/Year

  17

FERC FORM NO. 1/3-Q (NEW. 07-04) Page 400

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 660 of 1829



Schedule Page: 400     Line No.: 1     Column: b
Kentucky Power Company's transmission service is administered through an RTO/ISO and
requested information is not available on an individual operating company basis.  

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

MONTHLY ISO/RTO TRANSMISSION SYSTEM PEAK LOAD

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Monthly Peak
MW - Total

(c)(b)(a)

Month

NAME OF SYSTEM:

Day of
Monthly

Peak

(1) Report the monthly peak load on the respondent's transmission system.   If the Respondent has two or more power systems which are not physically
integrated, furnish the required information for each non-integrated system.
(2) Report on Column (b) by month the transmission system's peak load.
(3) Report on Column (c) and (d) the specified information for each monthly transmission - system peak load reported on Column (b).
(4) Report on Columns (e) through (i) by month the system’s transmission usage by classification.  Amounts reported as Through and Out Service in
Column (g) are to be excluded from those amounts reported in Columns (e) and (f).
(5) Amounts reported in Column (j) for Total Usage is the sum of Columns (h) and (i).

(d)

Hour of
Monthly
 Peak

(e)

Imports into
ISO/RTO

(f)

Exports from
ISO/RTO

(g)

Through and
Out Service

(h)

Network
Service Usage

(i)

Point-to-Point
Service Usage

(j)

Total Usage

January   1

February   2

March   3

Total for Quarter 1   4

April   5

May   6

June   7

Total for Quarter 2   8

July   9

August  10

September  11

Total for Quarter 3  12

October  13

November  14

December  15

Total for Quarter 4  16

Total Year to

Date/Year

  17
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

ELECTRIC ENERGY ACCOUNT

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Item

(a)(b)(a) (b)

Line
 No.

MegaWatt Hours Item MegaWatt Hours

    Report below the information called for concerning the disposition of electric energy generated, purchased, exchanged and wheeled during the year.

SOURCES OF ENERGY1

Generation (Excluding Station Use):2

      2,764,447Steam3

Nuclear4

Hydro-Conventional5

Hydro-Pumped Storage6

Other7

Less Energy for Pumping8

      2,764,447Net Generation (Enter Total of lines 3

through 8)

9

      7,600,111Purchases10

Power Exchanges:11

Received12

Delivered13

Net Exchanges (Line 12 minus line 13)14

Transmission For Other (Wheeling)15

         38,045Received16

         38,045Delivered17

Net Transmission for Other (Line 16 minus

line 17)

18

Transmission By Others Losses19

     10,364,558TOTAL (Enter Total of lines 9, 10, 14, 18

and 19)

20

DISPOSITION OF ENERGY21

      6,537,521Sales to Ultimate Consumers (Including

Interdepartmental Sales)

22

         94,128Requirements Sales for Resale (See

instruction 4, page 311.)

23

      3,301,878Non-Requirements Sales for Resale (See

instruction 4, page 311.)

24

Energy Furnished Without Charge25

Energy Used by the Company (Electric

Dept Only, Excluding Station Use)

26

        431,031Total Energy Losses27

     10,364,558TOTAL (Enter Total of Lines 22 Through

27) (MUST EQUAL LINE 20)

28
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(d)

Day of Month

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

MONTHLY PEAKS AND OUTPUT

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. Total Monthly Energy Megawatts

(c)(b)(a)

Hour

(e)

MONTHLY PEAK

Month

NAME OF SYSTEM:

Monthly Non-Requirments
Sales for Resale &
Associated Losses (See Instr. 4)

1. Report the monthly peak load and energy output. If the respondent has two or more power  which are not physically integrated, furnish the required
information for each non- integrated system. 
2. Report in column (b) by month the system’s output in Megawatt hours for each month.
3. Report in column (c) by month the non-requirements sales for resale. Include in the monthly amounts any energy losses associated with the sales.
4. Report in column (d) by month the system’s monthly maximum megawatt load (60 minute integration) associated with the system.
5. Report in column (e) and (f) the specified information for each monthly peak load reported in column (d).

(f)

January  29  23          1,409        356,688 800      1,058,962

February  30   1          1,315        262,506 900        886,392

March  31  22          1,293        320,888 700        968,630

April  32   3          1,128        258,741 700        775,046

May  33  31          1,021        158,214 1600        662,263

June  34  12          1,124        215,262 1600        770,909

July  35  18          1,137        352,898 1600        929,032

August  36  28          1,097        381,021 1600        940,209

September  37  10          1,084        313,229 1600        806,515

October  38  26            978        181,389 800        691,692

November  39  13          1,194        138,311 700        746,342

December  40  13          1,274        467,829 800      1,128,566

FERC FORM NO. 1 (ED. 12-90) Page 401b
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BIG SANDY

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End ofKentucky Power Company
X

04/11/2014 2013/Q4

Line
 No.

Item

(b)(a) (c)

Plant
Name:

Plant
Name:

STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large Plants)

1.  Report data for plant in Service only.    2.  Large plants are steam plants with installed capacity (name plate rating) of 25,000 Kw or more.  Report in
this page gas-turbine and internal combustion plants of 10,000 Kw or more, and nuclear plants.    3.  Indicate by a footnote any plant leased or operated
as a joint facility.    4.  If net peak demand for 60 minutes is not available, give data which is available, specifying period.    5.  If any employees attend
more than one plant, report on line 11 the approximate average number of employees assignable to each plant.    6.  If gas is used and purchased on a
therm basis report the Btu content or the gas and the quantity of fuel burned converted to Mct.    7.  Quantities of fuel burned (Line 38) and average cost
per unit of fuel burned (Line 41) must be consistent with charges to expense accounts 501 and 547 (Line 42) as show on Line 20.    8.  If more than one
fuel is burned in a plant furnish only the composite heat rate for all fuels burned.

STEAM   1 Kind of Plant (Internal Comb, Gas Turb, Nuclear

CONVENTIONAL   2 Type of Constr (Conventional, Outdoor, Boiler, etc)

1963   3 Year Originally Constructed

1969   4 Year Last Unit was Installed

0.001096.80   5 Total Installed Cap (Max Gen Name Plate Ratings-MW)

01081   6 Net Peak Demand on Plant - MW (60 minutes)

06345   7 Plant Hours Connected to Load

00   8 Net Continuous Plant Capability (Megawatts)

01078   9  When Not Limited by Condenser Water

01078  10  When Limited by Condenser Water

0124  11 Average Number of Employees

02764447000  12 Net Generation, Exclusive of Plant Use - KWh

01753939  13 Cost of Plant: Land and Land Rights

043291665  14  Structures and Improvements

0505349022  15  Equipment Costs

03614563  16   Asset Retirement Costs

0554009189  17   Total Cost

0505.1141  18 Cost per KW of Installed Capacity (line 17/5) Including

01797648  19 Production Expenses: Oper, Supv, & Engr

098562706  20  Fuel

00  21  Coolants and Water (Nuclear Plants Only)

02941411  22  Steam Expenses

00  23  Steam From Other Sources

00  24  Steam Transferred (Cr)

0399129  25  Electric Expenses

04304473  26  Misc Steam (or Nuclear) Power Expenses

0900  27  Rents

05803450  28  Allowances

01821917  29  Maintenance Supervision and Engineering

0872830  30  Maintenance of Structures

06565943  31  Maintenance of Boiler (or reactor) Plant

02995792  32  Maintenance of Electric Plant

0578915  33  Maintenance of Misc Steam (or Nuclear) Plant

0126645114  34   Total Production Expenses

0.00000.0458  35   Expenses per Net KWh

Coal Oil  36 Fuel: Kind (Coal, Gas, Oil, or Nuclear)

Tons Barrels  37  Unit (Coal-tons/Oil-barrel/Gas-mcf/Nuclear-indicate)

1085619 20130 0 0 0 0  38  Quantity (Units) of Fuel Burned

11679 136942 0 0 0 0  39  Avg Heat Cont - Fuel Burned (btu/indicate if nuclear)

82.861 128.599 0.000 0.000 0.000 0.000  40  Avg Cost of Fuel/unit, as Delvd f.o.b. during year

88.384 129.743 0.000 0.000 0.000 0.000  41  Average Cost of Fuel per Unit Burned

3.784 22.558 0.000 0.000 0.000 0.000  42  Average Cost of Fuel Burned per Million BTU

0.035 0.000 0.000 0.000 0.000 0.000  43  Average Cost of Fuel Burned per KWh Net Gen

9211.000 0.000 0.000 0.000 0.000 0.000  44  Average BTU per KWh Net Generation
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9.  Items under Cost of Plant are based on U. S. of A. Accounts.  Production expenses do not include Purchased Power, System Control and Load
Dispatching, and Other Expenses Classified as Other Power Supply Expenses.    10.  For IC and GT plants, report Operating Expenses, Account Nos.
547 and 549 on Line 25 "Electric Expenses," and Maintenance Account Nos. 553 and 554 on Line 32, "Maintenance of Electric Plant." Indicate plants
designed for peak load service.  Designate automatically operated plants.    11.  For a plant equipped with combinations of fossil fuel steam, nuclear
steam, hydro, internal combustion or gas-turbine equipment, report each as a separate plant.  However, if a gas-turbine unit functions in a combined
cycle operation with a conventional steam unit, include the gas-turbine with the steam plant.    12.  If a nuclear power generating plant, briefly explain by
footnote (a) accounting method for cost of power generated including any excess costs attributed to research and development; (b) types of cost units
used for the various components of fuel cost; and (c) any other informative data concerning plant type fuel used, fuel enrichment type and quantity for the
report period and other physical and operating characteristics of plant.

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large Plants)

Kentucky Power Company
X

04/11/2014 2013/Q4

Line
 No.

(e) (f)

Plant
Name:

Plant
Name:

(d)

Plant
Name:

(Continued)

   1

   2

   3

   4

0.000.00 0.00    5

00 0    6

00 0    7

00 0    8

00 0    9

00 0   10

00 0   11

00 0   12

00 0   13

00 0   14

00 0   15

00 0   16

00 0   17

00 0   18

00 0   19

00 0   20

00 0   21

00 0   22

00 0   23

00 0   24

00 0   25

00 0   26

00 0   27

00 0   28

00 0   29

00 0   30

00 0   31

00 0   32

00 0   33

00 0   34

0.00000.0000 0.0000   35

  36

  37

0 0 0 0 0 00 0 0   38

0 0 0 0 0 00 0 0   39

0.000 0.000 0.000 0.000 0.000 0.0000.000 0.000 0.000   40

0.000 0.000 0.000 0.000 0.000 0.0000.000 0.000 0.000   41

0.000 0.000 0.000 0.000 0.000 0.0000.000 0.000 0.000   42

0.000 0.000 0.000 0.000 0.000 0.0000.000 0.000 0.000   43

0.000 0.000 0.000 0.000 0.000 0.0000.000 0.000 0.000   44
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      0      0

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

HYDROELECTRIC GENERATING PLANT STATISTICS (Large Plants)

Kentucky Power Company
X

04/11/2014 2013/Q4

Line
 No.

Item FERC Licensed Project No.

(b)(a) (c)
Plant Name:

FERC Licensed Project No.
Plant Name:

1.  Large plants are hydro plants of 10,000 Kw or more of installed capacity (name plate ratings)
2.  If any plant is leased, operated under a license from the Federal Energy Regulatory Commission, or operated as a joint facility, indicate such facts in
a footnote.  If licensed project, give project number.
3.  If net peak demand for 60 minutes is not available, give that which is available specifying period.
4.  If a group of employees attends more than one generating plant, report on line 11 the approximate average number of employees assignable to each
plant.

Kind of Plant (Run-of-River or Storage)   1

Plant Construction type (Conventional or Outdoor)   2

Year Originally Constructed   3

Year Last Unit was Installed   4

Total installed cap (Gen name plate Rating in MW)   5 0.00 0.00

Net Peak Demand on Plant-Megawatts (60 minutes)   6 0 0

Plant Hours Connect to Load   7 0 0

Net Plant Capability (in megawatts)   8

 (a) Under Most Favorable Oper Conditions   9 0 0

 (b) Under the Most Adverse Oper Conditions  10 0 0

Average Number of Employees  11 0 0

Net Generation, Exclusive of Plant Use - Kwh  12 0 0

Cost of Plant  13

 Land and Land Rights  14 0 0

 Structures and Improvements  15 0 0

 Reservoirs, Dams, and Waterways  16 0 0

 Equipment Costs  17 0 0

 Roads, Railroads, and Bridges  18 0 0

 Asset Retirement Costs  19 0 0

  TOTAL cost (Total of 14 thru 19)  20 0 0

  Cost per KW of Installed Capacity (line 20 / 5)  21 0.0000 0.0000

Production Expenses  22

 Operation Supervision and Engineering  23 0 0

 Water for Power  24 0 0

 Hydraulic Expenses  25 0 0

 Electric Expenses  26 0 0

 Misc Hydraulic Power Generation Expenses  27 0 0

 Rents  28 0 0

 Maintenance Supervision and Engineering  29 0 0

 Maintenance of Structures  30 0 0

 Maintenance of Reservoirs, Dams, and Waterways  31 0 0

 Maintenance of Electric Plant  32 0 0

 Maintenance of Misc Hydraulic Plant  33 0 0

 Total Production Expenses (total 23 thru 33)  34 0 0

  Expenses per net KWh  35 0.0000 0.0000
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      0       0      0

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

HYDROELECTRIC GENERATING PLANT STATISTICS (Large Plants) (Continued)

Kentucky Power Company
X

04/11/2014 2013/Q4

FERC Licensed Project No.

(e)(d) (f)
Plant Name:

FERC Licensed Project No.
Plant Name:

FERC Licensed Project No.
Plant Name:

Line
 No.

5.  The items under Cost of Plant represent accounts or combinations of accounts prescribed by the Uniform System of Accounts.  Production Expenses
do not include Purchased Power, System control and Load Dispatching, and Other Expenses classified as "Other Power Supply Expenses."
6.  Report as a separate plant any plant equipped with combinations of steam, hydro, internal combustion engine, or gas turbine equipment.

   1

   2

   3

   4

0.00 0.000.00    5

0 00    6

0 00    7

   8

0 00    9

0 00   10

0 00   11

0 00   12

  13

0 00   14

0 00   15

0 00   16

0 00   17

0 00   18

0 00   19

0 00   20

0.0000 0.00000.0000   21

  22

0 00   23

0 00   24

0 00   25

0 00   26

0 00   27

0 00   28

0 00   29

0 00   30

0 00   31

0 00   32

0 00   33

0 00   34

0.0000 0.00000.0000   35
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0FERC Licensed Project No.
Plant Name:

(b)

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

PUMPED STORAGE GENERATING PLANT STATISTICS (Large Plants)

Kentucky Power Company
X

04/11/2014 2013/Q4

Line
 No.

Item

(a)

1.  Large plants and pumped storage plants of 10,000 Kw or more of installed capacity (name plate ratings)
2.  If any plant is leased, operating under a license from the Federal Energy Regulatory Commission, or operated as a joint facility, indicate such facts in
a footnote.  Give project number.
3.  If net peak demand for 60 minutes is not available, give the which is available, specifying period.
4.  If a group of employees attends more than one generating plant, report on line 8 the approximate average number of employees assignable to each
plant.
5.  The items under Cost of Plant represent accounts or combinations of accounts prescribed by the Uniform System of Accounts.  Production Expenses
do not include Purchased Power System Control and Load Dispatching, and Other Expenses classified as "Other Power Supply Expenses."

   1 Type of Plant Construction (Conventional or Outdoor)

   2 Year Originally Constructed

   3 Year Last Unit was Installed

   4 Total installed cap (Gen name plate Rating in MW)

   5 Net Peak Demaind on Plant-Megawatts (60 minutes)

   6 Plant Hours Connect to Load While Generating

   7 Net Plant Capability (in megawatts)

   8 Average Number of Employees

   9 Generation, Exclusive of Plant Use - Kwh

  10 Energy Used for Pumping

  11 Net Output for Load (line 9 - line 10) - Kwh

  12 Cost of Plant

  13  Land and Land Rights

  14  Structures and Improvements

  15  Reservoirs, Dams, and Waterways

  16  Water Wheels, Turbines, and Generators

  17  Accessory Electric Equipment

  18  Miscellaneous Powerplant Equipment

  19   Roads, Railroads, and Bridges

  20   Asset Retirement Costs

  21    Total cost (total 13 thru 20)

  22   Cost per KW of installed cap (line 21 / 4)

  23 Production Expenses

  24  Operation Supervision and Engineering

  25  Water for Power

  26  Pumped Storage Expenses

  27  Electric Expenses

  28  Misc Pumped Storage Power generation Expenses

  29  Rents

  30  Maintenance Supervision and Engineering

  31  Maintenance of Structures

  32  Maintenance of Reservoirs, Dams, and Waterways

  33  Maintenance of Electric Plant

  34  Maintenance of Misc Pumped Storage Plant

  35   Production Exp Before Pumping Exp (24 thru 34)

  36  Pumping Expenses

  37   Total Production Exp (total 35 and 36)

  38   Expenses per KWh (line 37 / 9)
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0 0 0FERC Licensed Project No.
Plant Name:

FERC Licensed Project No.
Plant Name:

(d)

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

PUMPED STORAGE GENERATING PLANT STATISTICS (Large Plants)  (Continued)

Kentucky Power Company
X

04/11/2014 2013/Q4

Line
 No.

FERC Licensed Project No.
Plant Name:

(e)(c)

6.  Pumping energy (Line 10) is that energy measured as input to the plant for pumping purposes.
7.  Include on Line 36 the cost of energy used in pumping into the storage reservoir.  When this item cannot be accurately computed leave Lines 36, 37
and 38 blank and describe at the bottom of the schedule the company's principal sources of pumping power, the estimated amounts of energy from each
station or other source that individually provides more than 10 percent of the total energy used for pumping, and production expenses per net MWH as
reported herein for each source described.  Group together stations and other resources which individually provide less than 10 percent of total pumping
energy.  If contracts are made with others to purchase power for pumping, give the supplier contract number, and date of contract.

   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

GENERATING PLANT STATISTICS (Small Plants)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

Name of Plant
Installed Capacity

(c)(b)(a)

Cost of Plant
Net Peak
Demand

(d)

Year
Orig.

Const.
Name Plate Rating

(In MW) MW
(60 min.)

Net Generation
Excluding
Plant Use

(e) (f)

1.  Small generating plants are steam plants of, less than 25,000 Kw; internal combustion and gas turbine-plants, conventional hydro plants and pumped
storage plants of less than 10,000 Kw installed capacity (name plate rating).     2.  Designate any plant leased from others, operated under a license from
the Federal Energy Regulatory Commission, or operated as a joint facility, and give a concise statement of the facts in a footnote.  If licensed project,
give project number in footnote.

   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

  46
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

GENERATING PLANT STATISTICS (Small Plants)  (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

(i)(h)(g) (j) (k) (l)

Operation
Exc'l. Fuel

Production Expenses

Fuel Maintenance Kind of Fuel
Fuel Costs (in cents

(per Million Btu)

3.  List plants appropriately under subheadings for steam, hydro, nuclear, internal combustion and gas turbine plants.  For nuclear, see instruction 11,
Page 403.     4.  If net peak demand for 60 minutes is not available, give the which is available, specifying period.     5.  If any plant is equipped with
combinations of steam, hydro internal combustion or gas turbine equipment, report each as a separate plant.  However, if the exhaust heat from the gas
turbine is utilized in a steam turbine regenerative feed water cycle, or for preheated combustion air in a boiler, report as one plant.

Plant Cost (Incl Asset
Retire. Costs) Per MW

   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

  44

  45

  46
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TRANSMISSION LINE STATISTICS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

(c)(b)(a) (d) (e)

DESIGNATION

From To

(f) (g)

VOLTAGE (KV)
(Indicate where
other than
60 cycle, 3 phase)

Operating Designed

Type of

Supporting

Structure

LENGTH (Pole miles)
(In the case of 

underground lines
report circuit miles)

On Structure
of Line

Designated

On Structures
of Another

Line

Number
Of

Circuits

(h)

1.  Report information concerning transmission lines, cost of lines, and expenses for year.  List each transmission line having nominal voltage of 132
kilovolts or greater.  Report transmission lines below these voltages in group totals only for each voltage.
2.  Transmission lines include all lines covered by the definition of transmission system plant as given in the Uniform System of Accounts.  Do not report
substation costs and expenses on this page.
3.  Report data by individual lines for all voltages if so required by a State commission.
4.  Exclude from this page any transmission lines for which plant costs are included in Account 121, Nonutility Property.
5.  Indicate whether the type of supporting structure reported in column (e) is:  (1) single pole wood or steel; (2) H-frame wood, or steel poles; (3) tower;
or (4) underground construction If a transmission line has more than one type of supporting structure, indicate the mileage of each type of construction
by the use of brackets and extra lines.  Minor portions of a transmission line of a different type of construction need not be distinguished from the
remainder of the line.
6.  Report in columns (f) and (g) the total pole miles of each transmission line.  Show in column (f) the pole miles of line on structures the cost of which is
reported for the line designated; conversely, show in column (g) the pole miles of line on structures the cost of which is reported for another line.  Report
pole miles of line on leased or partly owned structures in column (g).  In a footnote, explain the basis of such occupancy and state whether expenses with
respect to such structures are included in the expenses reported for the line designated.

ST    765.00    765.00         0.13       1   1 0700 BIG SANDY, KY AMOS WV
ALUM    765.00    765.00        24.20       1   2 0701 BIG SANDY, KY SARGENTS, OH
ST    765.00    765.00         4.79       1   3 0701 BIG SANDY, KY SARGENTS, OH
ALUM    765.00    765.00        12.65       1   4 0702 BIG SANDY, KY BROADFORD, VA
ST    765.00    765.00         3.04       1   5 0702 BIG SANDY, KY BROADFORD, VA
ALUMT    765.00    765.00        58.26       1   6 0702 BIG SANDY, KY BROADFORD, VA
ST    765.00    765.00       154.74       1   7 0703 HANGING ROCK, OH JEFFERSON, IN
ST    345.00    345.00         8.36       1   8 0300 BIG SANDY, KY TRI-STATE, WV
WP    161.00    161.00        45.62       1   9 0600 HAZARD, KY PINEVILLE, KY
ST    161.00    161.00         0.72       1  10 0600 HAZARD, KY PINEVILLE, KY
WP    161.00    161.00         1.09       1  11 0135 WOOTEN ARNOLD DELVINTA (LGE)
ST    161.00    161.00       1  12 0136 WOOTEN EXTENSION
ALUM    138.00    138.00        12.08       1  13 0100 BIG SANDY, KY BELLEFONTE
ST    138.00    138.00        14.77       1  14 0100 BIG SANDY, KY BELLEFONTE
ST    138.00    138.00         0.33       1  15 0101 BIG SANDY, KY W HUNTINGTON, WV
ST    138.00    138.00         1.10        1.10       1  16 0102 BELLEFONTE, KY N PROCTORVILLE, OH
ST    138.00    138.00         5.91       1  17 0103 HAZARD, KY BEAVER CREEK, KY
ST    138.00    138.00        23.25       1  18 0103 HAZARD, KY BEAVER CREEK, KY
ST    138.00    138.00         1.47       1  19 0105 CLINCH RIVER, VA BEAVER CREEK, KY
WP    138.00    138.00        16.92       16.92       1  20 0105 CLINCH RIVER, VA BEAVER CREEK, KY
ST    138.00    138.00         0.64       2  21 0107 LOGAN, WV SPRIGG, KY
ALUMT    138.00    138.00        32.43       1  22 0110 BEAVER CREEK, KY BIG SANDY, KY
WP    138.00    138.00        10.05       1  23 0110 BEAVER CREEK, KY BIG SANDY, KY
WP    138.00    138.00         0.33       16.41       1  24 0110 BEAVER CREEK, KY BIG SANDY, KY
ST    138.00    138.00        14.41        0.71       1  25 0111 TRI STATE, WV BELLEFONTE, KY
WP    138.00    138.00         0.38       1  26 0111 TRI STATE, WV BELLEFONTE, KY
WP    138.00    138.00         7.90       1  27 0113 CHADWICK KY ELECTRIC STEEL
WP    138.00    138.00         0.98       1  28 0115 CHADWICK COALTON

    138.00    138.00  29 0133 CHADWICK
WP    138.00    138.00         1.58        5.08       1  30 0117 MILBROOK PARK, OH FULLERTON
WP    138.00    138.00        25.83       1  31 0116 BEAVER CREEK SPICEWOOD
ST    138.00    138.00         0.63  32 0116 BEAVER CREEK SPICEWOOD
WP    138.00    138.00         5.88       1  33 0120 HATFIELD SPRIGG
WP    138.00    138.00        14.67       1  34 0121 HATFIELD INEZ
WP    138.00    138.00         6.86       1  35 0122 INEZ LOVELY
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TRANSMISSION LINE STATISTICS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

(c)(b)(a) (d) (e)

DESIGNATION

From To

(f) (g)

VOLTAGE (KV)
(Indicate where
other than
60 cycle, 3 phase)

Operating Designed

Type of

Supporting

Structure

LENGTH (Pole miles)
(In the case of 

underground lines
report circuit miles)

On Structure
of Line

Designated

On Structures
of Another

Line

Number
Of

Circuits

(h)

1.  Report information concerning transmission lines, cost of lines, and expenses for year.  List each transmission line having nominal voltage of 132
kilovolts or greater.  Report transmission lines below these voltages in group totals only for each voltage.
2.  Transmission lines include all lines covered by the definition of transmission system plant as given in the Uniform System of Accounts.  Do not report
substation costs and expenses on this page.
3.  Report data by individual lines for all voltages if so required by a State commission.
4.  Exclude from this page any transmission lines for which plant costs are included in Account 121, Nonutility Property.
5.  Indicate whether the type of supporting structure reported in column (e) is:  (1) single pole wood or steel; (2) H-frame wood, or steel poles; (3) tower;
or (4) underground construction If a transmission line has more than one type of supporting structure, indicate the mileage of each type of construction
by the use of brackets and extra lines.  Minor portions of a transmission line of a different type of construction need not be distinguished from the
remainder of the line.
6.  Report in columns (f) and (g) the total pole miles of each transmission line.  Show in column (f) the pole miles of line on structures the cost of which is
reported for the line designated; conversely, show in column (g) the pole miles of line on structures the cost of which is reported for another line.  Report
pole miles of line on leased or partly owned structures in column (g).  In a footnote, explain the basis of such occupancy and state whether expenses with
respect to such structures are included in the expenses reported for the line designated.

WP    138.00    138.00         0.33       1   1 0126 INEZ MARTIKI
ST    138.00    138.00        23.00       1   2 0127 BIG SANDY INEZ
WP    138.00    138.00         7.64       1   3 0106 DORTON FLEMING
WP    138.00    138.00        32.60       1   4 0108 BEAVER CREEK SPRIGG #1
WP    138.00    138.00         0.01       1   5 0124 BIG SANDY SOUTH NEAL

    138.00    138.00   6 0109 BEAVER CREEK SPRIGG #3
ST    138.00    138.00         0.22       2   7 0125 BELLEFONTE AK STEEL OXYGEN PLANT
ST    138.00    138.00        13.00   8 0130 JOHNS CREEK SPRIGG
ST    138.00    138.00         1.00       1   9 0131 BAKER BIG SANDY EXT.
ST    138.00    138.00        17.00  10 0128 INEZ JOHNS CREEK
ST    138.00    138.00        22.00  11 0129 BEAVER CREEK JOHNS CREEK

    138.00    138.00  12 0132 GRANGSTON LOOP
ST    138.00    138.00         8.30       1  13 0137 HAYS BRANCH MORGAN FORK
ST    138.00    138.00         1.40       2  14 0138 SOFT SHELL BEAVER CREEK
ST    138.00    138.00         1.40       2  15 0138 SOFT SHELL SPICEWOOD
ST    138.00    138.00         0.10       1  16 0139 MORGAN FORK BETSY LANE
ST    138.00    138.00         0.10       1  17 0139 MORGAN FORK BEAVER CREEK

  18
     69.00     69.00         6.16      595.11  19 LINES < 132KV

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33 Line cost and expense are not available by individual

  34 transmission line Total shown in Column j - p

  35
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TRANSMISSION LINE STATISTICS (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

COST OF LINE (Include in Column (j) Land,

Size of
Conductor

and Material

Land rights, and clearing right-of-way)
EXPENSES, EXCEPT DEPRECIATION AND TAXES

Operation
Expenses

Maintenance Rents TotalLand Construction and
Other Costs

Total Cost

(i) (j) (k) (l) (m) (n) (o) (p)
Expenses Expenses

7.  Do not report the same transmission line structure twice.  Report Lower voltage Lines and higher voltage lines as one line.  Designate in a footnote if
you do not include Lower voltage lines with higher voltage lines.  If two or more transmission line structures support lines of the same voltage, report the
pole miles of the primary structure in column (f) and the pole miles of the other line(s) in column (g)
8.  Designate any transmission line or portion thereof for which the respondent is not the sole owner.  If such property is leased from another company,
give name of lessor, date and terms of Lease, and amount of rent for year.  For any transmission line other than a leased line, or portion thereof, for
which the respondent is not the sole owner but which the respondent operates or shares in the operation of, furnish a succinct statement explaining the
arrangement and giving particulars (details) of such matters as percent ownership by respondent in the line, name of co-owner, basis of sharing
expenses of the Line, and how the expenses borne by the respondent are accounted for, and accounts affected.  Specify whether lessor, co-owner, or
other party is an associated company.
9.  Designate any transmission line leased to another company and give name of Lessee, date and terms of lease, annual rent for year, and how
determined.  Specify whether lessee is an associated company.
10.  Base the plant cost figures called for in columns (j) to (l) on the book cost at end of year.

954 MCMA   1

954 MCMA   2

  3

954 MCMA   4

  5

  6

351.5 VAR   7

954 MCMA   8

500 MCMCU   9

 10

795 MCM 26/7  11

795 MCM 26/7  12

556.5 VAR  13

 14

1033.5 VAR  15

397.5 MA  16

397.5 MCMCU  17

 18

636 MCMA  19

 20

397 MCMA  21

397.5 MCMA  22

 23

 24

795 MCMA  25

 26

795 MCMA  27

795 MCMA  28

 29

556.5 MCM  30

795 MCMA  31

1590 KCM  32

1033 MCM  33

10335 VAR  34

10335 VAR  35
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TRANSMISSION LINE STATISTICS (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

COST OF LINE (Include in Column (j) Land,

Size of
Conductor

and Material

Land rights, and clearing right-of-way)
EXPENSES, EXCEPT DEPRECIATION AND TAXES

Operation
Expenses

Maintenance Rents TotalLand Construction and
Other Costs

Total Cost

(i) (j) (k) (l) (m) (n) (o) (p)
Expenses Expenses

7.  Do not report the same transmission line structure twice.  Report Lower voltage Lines and higher voltage lines as one line.  Designate in a footnote if
you do not include Lower voltage lines with higher voltage lines.  If two or more transmission line structures support lines of the same voltage, report the
pole miles of the primary structure in column (f) and the pole miles of the other line(s) in column (g)
8.  Designate any transmission line or portion thereof for which the respondent is not the sole owner.  If such property is leased from another company,
give name of lessor, date and terms of Lease, and amount of rent for year.  For any transmission line other than a leased line, or portion thereof, for
which the respondent is not the sole owner but which the respondent operates or shares in the operation of, furnish a succinct statement explaining the
arrangement and giving particulars (details) of such matters as percent ownership by respondent in the line, name of co-owner, basis of sharing
expenses of the Line, and how the expenses borne by the respondent are accounted for, and accounts affected.  Specify whether lessor, co-owner, or
other party is an associated company.
9.  Designate any transmission line leased to another company and give name of Lessee, date and terms of lease, annual rent for year, and how
determined.  Specify whether lessee is an associated company.
10.  Base the plant cost figures called for in columns (j) to (l) on the book cost at end of year.

10335 VAR   1

795 MCMA   2

795 MCMA   3

397 MCMA   4

10335 VAR   5

  6

795 ACSR   7

1033 MCM   8

1351 KCM   9

2-556.5 MCM  10

1033 MCM  11

 12

795 ACSR  13

1590 ACSR  14

1590 ACSR  15

795 ACSR  16

795 ACSR  17

 18

 19

 20

 21

 22

 23

 24

 25

 26

 27

 28

 29

 30

 31

 32

    319,422,410    291,236,316    28,186,094       1,893,377      1,773,834        119,543  33

 34

 35
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TRANSMISSION LINES ADDED DURING YEAR

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

(c)(b)(a) (d) (e)

LINE DESIGNATION

From To

Line
Length

in
Miles

SUPPORTING STRUCTURE

Type
Average

Number per
Miles

CIRCUITS PER STRUCTURE

Present Ultimate

(f) (g)

1.  Report below the information called for concerning Transmission lines added or altered during the year.  It is not necessary to report
minor revisions of lines.
2.  Provide separate subheadings for overhead and under- ground construction and show each transmission line separately.  If actual
costs of competed construction are not readily available for reporting columns (l) to (o), it is permissible to report in these columns the

   1 NO LINES ADDED

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43

FERC FORM NO. 1 (REV. 12-03) Page 424

44 TOTAL

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 677 of 1829

D 
D 



Total

Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TRANSMISSION LINES ADDED DURING YEAR (Continued)

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.

(k)(j)(h) (l) (m)

CONDUCTORS

Size Configuration
Voltage

KV

LINE COST

Land and Poles, Towers
and Fixtures

Conductors

(n) (p)

Specification
and Spacing (Operating) Land Rights and Devices

(i)

costs.  Designate, however, if estimated amounts are reported.  Include costs of Clearing Land and Rights-of-Way, and Roads and
Trails, in column (l) with appropriate footnote, and costs of Underground Conduit in column (m).
3.  If design voltage differs from operating voltage, indicate such fact by footnote; also where line is other than 60 cycle, 3 phase,
indicate such other characteristic.

Asset

(o)
Retire. Costs

   1

   2

   3

   4

   5

   6

   7

   8

   9

  10

  11

  12

  13

  14

  15

  16

  17

  18

  19

  20

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

  43
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SUBSTATIONS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. Name and Location of Substation

Primary
(c)(b)(a)

Tertiary
(d)

Character of Substation

(e)
Secondary

VOLTAGE (In MVa)

1.  Report below the information called for concerning substations of the respondent as of the end of the year.
2.  Substations which serve only one industrial or street railway customer should not be listed below.
3.  Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according
to functional character, but the number of such substations must be shown.
4.  Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether
attended or unattended.  At the end of the page, summarize according to function the capacities reported for the individual stations in
column (f).

ASHLAND-KY       12.00      69.00D   1

      69.00D   2

BAKER-KY      765.00T   3

     345.00     765.00       34.50T   4

     138.00     345.00       34.50T   5

      34.50     138.00T   6

      12.00      69.00T   7

      12.00      69.00T   8

       4.00      69.00T   9

BARRENSHE-KY       12.00      69.00D  10

BEAVER CREEK-KY       69.00     138.00       46.00T  11

      34.50     138.00T  12

     138.00T  13

BECKHAM-KY       34.50     138.00D  14

     138.00D  15

BEEFHIDE-KY       34.50     138.00D  16

BELFRY-KY       12.00      46.00D  17

BELHAVEN-KY       13.09     138.00D  18

BELLEFONTE-KY       69.00     138.00       34.50T  19

      35.00     138.00T  20

      13.09     138.00T  21

      69.00T  22

BETSY LAYNE-KY       69.00     138.00       46.00T  23

      34.00     138.00T  24

      12.00      46.00T  25

      46.00T  26

BIG SANDY 138KV-KY       69.50     138.00       13.20T  27

      34.50     138.00T  28

      13.09     138.00T  29

BLUE GRASS-KY       12.00      69.00D  30

BONNYMAN-KY       70.50     138.00       13.00T  31

      34.50      69.00T  32

BUSSEYVILLE-KY       34.50     138.00D  33

CANNONSBURG-KY       34.50      69.00D  34

CEDAR CREEK-KY       69.00     138.00       46.00T  35

      34.50     138.00T  36

      12.00      69.00T  37

CHADWICK-KY       69.00     138.00       34.50T  38

COALTON-KY       12.00      69.00D  39

      69.00D  40
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SUBSTATIONS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. Name and Location of Substation

Primary
(c)(b)(a)

Tertiary
(d)

Character of Substation

(e)
Secondary

VOLTAGE (In MVa)

1.  Report below the information called for concerning substations of the respondent as of the end of the year.
2.  Substations which serve only one industrial or street railway customer should not be listed below.
3.  Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according
to functional character, but the number of such substations must be shown.
4.  Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether
attended or unattended.  At the end of the page, summarize according to function the capacities reported for the individual stations in
column (f).

COLEMAN-KY       34.50      69.00D   1

      12.00      69.00D   2

COLLIER-KY       34.00      69.00D   3

      69.00D   4

DEWEY-KY       69.00     138.00       12.00T   5

      34.50     138.00T   6

      69.00T   7

DORTON-KY       46.00     138.00T   8

DRAFFIN-KY       12.00      46.00D   9

EAST PRESTONSBURG-KY       12.00      46.00D  10

ELKHORN CITY-KY       46.00      69.00T  11

      12.00      69.00T  12

      69.00T  13

ELWOOD (KP)-KY       34.50      46.00        6.50D  14

      46.00D  15

ENGLE-KY       34.50      69.00D  16

FALCON-KY       46.00      69.00D  17

      12.00      69.00D  18

FEDS CREEK-KY       12.00      69.00D  19

FLEMING-KY       69.00     138.00       46.00T  20

      12.00      69.00T  21

      69.00T  22

FORDS BRANCH-KY       34.50      46.00       12.00D  23

      46.00D  24

FORTY SEVENTH STREET-KY       13.09      69.00D  25

GARRETT (KP)-KY       12.00      46.00T  26

GRAYSON-KY       12.00      69.00D  27

HADDIX-KY       34.50      69.00D  28

      69.00D  29

HATFIELD (KP)-KY       69.00     138.00       46.00T  30

HAZARD-KY      138.00     161.00       11.00T  31

      69.00     138.00       12.00T  32

      34.00     138.00T  33

     138.00T  34

      69.00T  35

      12.00      34.50T  36

HENRY CLAY-KY       34.50      46.00D  37

      46.00D  38

HIGHLAND (KP)-KY       13.09      69.00D  39

HITCHINS-KY       13.09      69.00D  40
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SUBSTATIONS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. Name and Location of Substation

Primary
(c)(b)(a)

Tertiary
(d)

Character of Substation

(e)
Secondary

VOLTAGE (In MVa)

1.  Report below the information called for concerning substations of the respondent as of the end of the year.
2.  Substations which serve only one industrial or street railway customer should not be listed below.
3.  Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according
to functional character, but the number of such substations must be shown.
4.  Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether
attended or unattended.  At the end of the page, summarize according to function the capacities reported for the individual stations in
column (f).

HOODS CREEK-KY       12.00      69.00D   1

HOWARD COLLINS-KY       12.00      69.00D   2

INEZ-KY       69.00     138.00       13.09T   3

      37.27     138.00       13.80T   4

      37.00     138.00T   5

     138.00T   6

     138.00T   7

      69.00T   8

      26.00T   9

      18.60      26.00T  10

JACKSON-KY       12.00      69.00D  11

      69.00D  12

JENKINS-KY       12.00      69.00D  13

JOHNS CREEK-KY       69.00     138.00       34.00T  14

     138.00T  15

      69.00T  16

KANAWHA RIVER-KY       46.00D  17

      12.00      46.00D  18

KEYSER-KY       12.00      69.00D  19

LESLIE-KY       69.00     161.00       12.00T  20

      34.50      69.00T  21

      69.00T  22

LOUISA-KY       12.00      34.50D  23

LOVELY-KY       34.00     138.00D  24

MAYKING-KY       12.00      69.00D  25

MAYO TRAIL-KY       12.00      69.00D  26

MCKINNEY-KY       34.00      46.00D  27

      12.00      34.50D  28

NEW CAMP-KY       12.00      69.00D  29

OLIVE HILL-KY       12.00      69.00D  30

       4.00      69.00D  31

PIKEVILLE-KY       12.00      69.00D  32

PRESTONSBURG-KY       13.09      46.00D  33

      46.00D  34

PRINCESS-KY       34.50      69.00D  35

      69.00D  36

REEDY COAL-KY       34.00      69.00D  37

RUSSELL-KY       12.00      69.00D  38

SALISBURY (KP)-KY       13.09      46.00D  39

SHAMROCK-KY       34.50      69.00D  40
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SUBSTATIONS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. Name and Location of Substation

Primary
(c)(b)(a)

Tertiary
(d)

Character of Substation

(e)
Secondary

VOLTAGE (In MVa)

1.  Report below the information called for concerning substations of the respondent as of the end of the year.
2.  Substations which serve only one industrial or street railway customer should not be listed below.
3.  Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according
to functional character, but the number of such substations must be shown.
4.  Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether
attended or unattended.  At the end of the page, summarize according to function the capacities reported for the individual stations in
column (f).

SIDNEY-KY       12.00      69.00D   1

SLEMP-KY       34.50      69.00D   2

      34.00      69.00D   3

SOFT SHELL-KY       34.50     138.00D   4

SOUTH PIKEVILLE-KY       12.00      69.00D   5

STINNETT-KY       34.50     161.00        7.20D   6

      34.00     161.00        7.20D   7

STONE-KY       69.00     138.00       46.00T   8

TENTH STREET-KY       13.09      69.00D   9

THELMA-KY       69.00     138.00       46.00T  10

      69.00     138.00       12.00T  11

     138.00T  12

      46.00T  13

TOM WATKINS-KY       12.00      69.00D  14

TOPMOST-KY       13.09     138.00D  15

VICCO-KY       34.50     138.00D  16

WEST PAINTSVILLE-KY       12.00      69.00D  17

WHITESBURG-KY       12.00      69.00D  18

      69.00D  19

WURTLAND-KY       12.00      69.00D  20

  21

28 STATIONS UNDER 10 MVA T/D  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SUBSTATIONS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.Number of Units

(g)(f) (h)

CONVERSION APPARATUS AND SPECIAL EQUIPMENT

(k)

Total Capacity

 (Continued)

Capacity of Substation
(In Service) (In MVa)

Number of
Transformers

In Service
Spare

Type of Equipment

Number of

Transformers (In MVa)
(i) (j)

5.  Show in columns (I), (j), and (k) special equipment such as rotary converters, rectifiers, condensers, etc.  and auxiliary equipment for
increasing capacity.
6.  Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by
reason of sole ownership by the respondent.  For any substation or equipment operated under lease, give name of lessor, date and
period of lease, and annual rent.  For any substation or equipment operated other than by reason of sole ownership or lease, give name
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts
affected in respondent's books of account.  Specify in each case whether lessor, co-owner, or other party is an associated company.

                22           1    1

         16              1STATCAP    2

        200              2REACTOR    3

              1500           3    4

               672           1    5

                30           1    6

                11           1    7

                 3           1    8

                 3           1    9

                25           1   10

               146           2   11

                30           1   12

        235              4STATCAP   13

                30           1   14

         43              1STATCAP   15

                20           1   16

                11           1   17

                20           1   18

               308           2   19

                45           1   20

                22           1   21

         14              1STATCAP   22

                50           1   23

                25           1   24

                 6           1   25

         10              1STATCAP   26

               129           1   27

                20           1   28

                20           1   29

                11           1   30

               130           1   31

                25           1   32

                55           2   33

                25           1   34

                90           1   35

                30           1   36

                 6           1   37

               200           1   38

                25           1   39

         23              1STATCAP   40

FERC FORM NO. 1 (ED. 12-96) Page 427

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 683 of 1829



Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SUBSTATIONS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.Number of Units

(g)(f) (h)

CONVERSION APPARATUS AND SPECIAL EQUIPMENT

(k)

Total Capacity

 (Continued)

Capacity of Substation
(In Service) (In MVa)

Number of
Transformers

In Service
Spare

Type of Equipment

Number of

Transformers (In MVa)
(i) (j)

5.  Show in columns (I), (j), and (k) special equipment such as rotary converters, rectifiers, condensers, etc.  and auxiliary equipment for
increasing capacity.
6.  Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by
reason of sole ownership by the respondent.  For any substation or equipment operated under lease, give name of lessor, date and
period of lease, and annual rent.  For any substation or equipment operated other than by reason of sole ownership or lease, give name
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts
affected in respondent's books of account.  Specify in each case whether lessor, co-owner, or other party is an associated company.

                20           1    1

                 4           1    2

                25           1    3

         10              1STATCAP    4

                90           1    5

                25           1    6

         27              1STATCAP    7

                45           1    8

                11           1    9

                20           1   10

                20           1   11

                11           1   12

         14              1STATCAP   13

                25           1   14

         14              1STATCAP   15

                20           1   16

                20           1   17

                20           1   18

                22           1   19

               130           1   20

                20           1   21

         14              1STATCAP   22

                30           1   23

         10              1STATCAP   24

                20           1   25

                11           1   26

                20           1   27

                25           1   28

          5              1STATCAP   29

                60           1   30

               135           3           1   31

               180           2   32

                30           1   33

         32              1STATCAP   34

         68              2STATCAP   35

                 8           1   36

                30           1   37

         10              1STATCAP   38

                25           1   39

                25           1   40
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SUBSTATIONS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.Number of Units

(g)(f) (h)

CONVERSION APPARATUS AND SPECIAL EQUIPMENT

(k)

Total Capacity

 (Continued)

Capacity of Substation
(In Service) (In MVa)

Number of
Transformers

In Service
Spare

Type of Equipment

Number of

Transformers (In MVa)
(i) (j)

5.  Show in columns (I), (j), and (k) special equipment such as rotary converters, rectifiers, condensers, etc.  and auxiliary equipment for
increasing capacity.
6.  Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by
reason of sole ownership by the respondent.  For any substation or equipment operated under lease, give name of lessor, date and
period of lease, and annual rent.  For any substation or equipment operated other than by reason of sole ownership or lease, give name
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts
affected in respondent's books of account.  Specify in each case whether lessor, co-owner, or other party is an associated company.

                11           1    1

                31           2    2

                50           1    3

               160           1    4

               320           2    5

        106              2STATCAP    6

              1UPFC    7

         10              1STATCAP    8

                86           1    9

                86           1   10

                15           2   11

         10              1STATCAP   12

                11           1   13

                90           1   14

         53              1STATCAP   15

         10              1STATCAP   16

          7              1STATCAP   17

                20           1   18

                20           1   19

                90           1   20

                30           1   21

         14              1STATCAP   22

                10           2   23

                30           1   24

                20           1   25

                25           1   26

                20           1   27

                 7           1   28

                20           1   29

                 8           1   30

                 5           1   31

                25           1   32

                10           1   33

         10              1STATCAP   34

                20           1   35

         22              1STATCAP   36

                20           1   37

                22           1   38

                20           1   39

                11           1   40
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

SUBSTATIONS

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No.Number of Units

(g)(f) (h)

CONVERSION APPARATUS AND SPECIAL EQUIPMENT

(k)

Total Capacity

 (Continued)

Capacity of Substation
(In Service) (In MVa)

Number of
Transformers

In Service
Spare

Type of Equipment

Number of

Transformers (In MVa)
(i) (j)

5.  Show in columns (I), (j), and (k) special equipment such as rotary converters, rectifiers, condensers, etc.  and auxiliary equipment for
increasing capacity.
6.  Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by
reason of sole ownership by the respondent.  For any substation or equipment operated under lease, give name of lessor, date and
period of lease, and annual rent.  For any substation or equipment operated other than by reason of sole ownership or lease, give name
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts
affected in respondent's books of account.  Specify in each case whether lessor, co-owner, or other party is an associated company.

                20           1    1

                11           1    2

                20           1    3

                30           1    4

                25           1    5

                22           1           1    6

                15           1    7

                50           1    8

                50           2    9

                70           1   10

                90           1   11

         32              1STATCAP   12

          7              1STATCAP   13

                11           1   14

                20           1   15

                30           1   16

                25           1           1   17

                36           2   18

         13              1STATCAP   19

                20           1   20

  21

               149          26   22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40
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Name of Respondent This Report Is:
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Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TRANSACTIONS WITH ASSOCIATED (AFFILIATED) COMPANIES

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. Description of the Non-Power Good or Service

Name of

(c)(b)(a) (d)

Associated/Affiliated
Company

Account
Charged or

Credited

Amount

Credited

1. Report below the information called for concerning all non-power goods or services received from or provided to associated (affiliated) companies.
2. The reporting threshold for reporting purposes is $250,000. The threshold applies to the annual amount billed to the respondent or billed to

an associated/affiliated company for non-power goods and services. The good or service must be specific in nature. Respondents should not
attempt to include or aggregate amounts in a nonspecific category such as "general".

3. Where amounts billed to or received from the associated (affiliated) company are based on an allocation process, explain in a footnote.

Charged or

   1 Non-power Goods or Services Provided by Affiliated

   2 Administrative and General Expenses - Maintenance        547,348AEPSC 935

   3 Administrative and General Expenses - Operation      1,970,139AEPSC Various

   4 Assets & Other Debits - Current and Accrued Assets        271,112APCo 163

   5 Assets & Other Debits - Utility Plant        645,043APCo 107,108

   6 Audit Services        284,624AEPSC 920

   7 Central Machine Shop        686,520APCo Various

   8 Construction Services     10,633,454AEPSC 107,108

   9 Corporate Accounting      1,286,389AEPSC 920

  10 Corporate Planning and Budgeting        834,097AEPSC 920

  11 Customer Accounts Expenses      3,252,094AEPSC Various

  12 Distribution Expenses      1,129,894AEPSC Various

  13 Emission Allowance Purchases      1,585,761APCo 158.1

  14 Emission Allowance Purchases      7,461,516OPCo 158.1

  15 Factored Customer A/R Bad Debts      1,175,163AEP Credit 426.5

  16 Factored Customer A/R Expense        829,600AEP Credit 426.5

  17 Fleet and Vehicle Charges        586,635APCo Various

  18 Fuel & Storeroom Services        840,638AEPSC 151,152,163

  19 Human Resources        522,696AEPSC 920,923

  20 Non-power Goods or Services Provided for Affiliate

  21 Assets and Other Debits - Utility Plant        583,070APCo 107,108

  22 Assets and Other Debits - Utility Plant        472,457OHTCo 107

  23 Assets and Other Debits - Utility Plant        651,025OPCo 107,108

  24 Building and Property Leases        255,911AEPSC 454

  25 Distribution Expenses - Maintenance        259,133APCo 591-596

  26 Fleet and Vehicle Charges        470,972APCo Various

  27 Materials and Supplies      2,152,272APCo Various

  28 Materials and Supplies      1,106,637OPCo Various

  29 Transmission Expenses - Maintenance        285,380OPCo Various

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42

   1 Non-power Goods or Services Provided by Affiliated

   2 Information Technology      1,173,941AEPSC 920,923
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Name of Respondent This Report Is:
(1)          An Original
(2)          A Resubmission

Date of Report
(Mo, Da, Yr)

Year/Period of Report

End of

TRANSACTIONS WITH ASSOCIATED (AFFILIATED) COMPANIES

Kentucky Power Company
X

04/11/2014
2013/Q4

Line
 No. Description of the Non-Power Good or Service

Name of

(c)(b)(a) (d)

Associated/Affiliated
Company

Account
Charged or

Credited

Amount

Credited

1. Report below the information called for concerning all non-power goods or services received from or provided to associated (affiliated) companies.
2. The reporting threshold for reporting purposes is $250,000. The threshold applies to the annual amount billed to the respondent or billed to

an associated/affiliated company for non-power goods and services. The good or service must be specific in nature. Respondents should not
attempt to include or aggregate amounts in a nonspecific category such as "general".

3. Where amounts billed to or received from the associated (affiliated) company are based on an allocation process, explain in a footnote.

Charged or

   3 Legal GC/Administration        861,448AEPSC 920

   4 Materials and Supplies      3,060,855APCo Various

   5 Materials and Supplies      1,641,201OPCo Various

   6 Other Power Generation - Maintenance      1,289,767AEPSC Various

   7 Regulatory Services      1,023,471AEPSC 920

   8 Research and Other Services        518,320AEPSC Various

   9 Steam Power Generation - Maintenance        884,506AEPSC 510-514

  10 Steam Power Generation - Operationg      1,586,074AEPSC Various

  11 Transmission Expenses - Maintenance        535,472AEPSC Various

  12 Transmission Expenses - Operation      2,314,961AEPSC Various

  13

  14

  15

  16

  17

  18

  19

  20 Non-power Goods or Services Provided for Affiliate

  21

  22

  23

  24

  25

  26

  27

  28

  29

  30

  31

  32

  33

  34

  35

  36

  37

  38

  39

  40

  41

  42
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Schedule Page: 429     Line No.: 2     Column: b
Certain managerial and professional services provided by AEPSC are allocated among
multiple affiliates.  The costs of the services are billed on a direct-charge basis
whenever possible.  Costs incurred to perform services that benefit more than one company
are allocated to the benefiting companies using one of 80 FERC accepted allocation
factors.  The allocation factors used to bill for services performed by AEPSC are based
upon fomulae that consider factors such as number of customers, number of employees,
number of transmission miles, number of invoices and other factors.  The data upon which
these formulae are based is updated monthly, quarterly, semi-annually or annually,
depending on the particular factor and its volatility.  The billings for services are made
at cost and include no compensation for a return on investment.
Schedule Page: 429     Line No.: 3     Column: c
920,921,923,924-926,928,930.1,930.2,931 
Schedule Page: 429     Line No.: 7     Column: c
107,108,506,512,513,920 
Schedule Page: 429     Line No.: 11     Column: c
901-903,905 
Schedule Page: 429     Line No.: 12     Column: c
580-584,586,588 
Schedule Page: 429     Line No.: 17     Column: c
Costs related to AEP's fleet vehicles are allocated in the same manner as the labor of
each department utilizing the vehicles.  To the extent a department provides service to
another affiliate company, an applicable share of their fleet costs are also assigned to
that affiliate company. 
Schedule Page: 429     Line No.: 27     Column: c
107,108,154,163,512,513,570,571,588,592,593,935 
Schedule Page: 429     Line No.: 28     Column: c
107,154,163,512,513,570,571,583,588,592,935 
Schedule Page: 429     Line No.: 29     Column: c
568-571,573 
Schedule Page: 429.1     Line No.: 4     Column: c
107,108,152,154,163,184,186,512,513,566,570,571,583,585-588,592-595,597,598,902,903,930 
Schedule Page: 429.1     Line No.: 5     Column: c
107,108,154,163,184,186,502,512,566,569,570,585,592-595,903,921,930,935 
Schedule Page: 429.1     Line No.: 6     Column: c
553,555-557 
Schedule Page: 429.1     Line No.: 8     Column: c
183,184,186,188 
Schedule Page: 429.1     Line No.: 10     Column: c
500-502,505,506 
Schedule Page: 429.1     Line No.: 11     Column: c
568,569-569.3,570,571,573 
Schedule Page: 429.1     Line No.: 12     Column: c
560,561.1,561.2,561.5,562,563,566 

Name of Respondent

Kentucky Power Company                                                

This Report is:
(1) X An Original
(2)  A Resubmission

Date of Report
(Mo, Da, Yr)

04/11/2014

Year/Period of Report

2013/Q4

FOOTNOTE DATA
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INDEX

Schedule Page No.

Accrued and prepaid taxes ........................................................................ 262-263

Accumulated Deferred Income Taxes .................................................................... 234

                                                                                                   272-277

Accumulated provisions for depreciation of

    common utility plant ............................................................................. 356

    utility plant .................................................................................... 219

    utility plant (summary) ...................................................................... 200-201

Advances

    from associated companies .................................................................... 256-257

Allowances ....................................................................................... 228-229

Amortization

    miscellaneous .................................................................................... 340

    of nuclear fuel .............................................................................. 202-203

Appropriations of Retained Earnings .............................................................. 118-119

Associated Companies

    advances from ................................................................................ 256-257

    corporations controlled by respondent ............................................................ 103

    control over respondent .......................................................................... 102

    interest on debt to .......................................................................... 256-257

Attestation ............................................................................................ i

Balance sheet

    comparative .................................................................................. 110-113

    notes to ..................................................................................... 122-123

Bonds ............................................................................................ 256-257

Capital Stock ........................................................................................ 251

    expense .......................................................................................... 254

    premiums ......................................................................................... 252

    reacquired ....................................................................................... 251

    subscribed ....................................................................................... 252

Cash flows, statement of ......................................................................... 120-121

Changes

    important during year ........................................................................ 108-109

Construction

    work in progress - common utility plant .......................................................... 356

    work in progress - electric ...................................................................... 216

    work in progress - other utility departments ................................................. 200-201

Control

    corporations controlled by respondent ............................................................ 103

    over respondent .................................................................................. 102

Corporation

    controlled by .................................................................................... 103

    incorporated ..................................................................................... 101

CPA, background information on ....................................................................... 101

CPA Certification, this report form ................................................................. i-ii
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INDEX (continued)

Schedule Page No.
Deferred

    credits, other ................................................................................... 269

    debits, miscellaneous ............................................................................ 233

    income taxes accumulated - accelerated

    amortization property ........................................................................ 272-273

    income taxes accumulated - other property .................................................... 274-275

    income taxes accumulated - other ............................................................. 276-277

    income taxes accumulated - pollution control facilities .......................................... 234

Definitions, this report form ........................................................................ iii

Depreciation and amortization

    of common utility plant .......................................................................... 356

    of electric plant ................................................................................ 219

                                                                                                   336-337

Directors ............................................................................................ 105

Discount - premium on long-term debt ............................................................. 256-257

Distribution of salaries and wages ............................................................... 354-355

Dividend appropriations .......................................................................... 118-119

Earnings, Retained ............................................................................... 118-119

Electric energy account .............................................................................. 401

Expenses

    electric operation and maintenance ........................................................... 320-323

    electric operation and maintenance, summary ...................................................... 323

    unamortized debt ................................................................................. 256

Extraordinary property losses ........................................................................ 230

Filing requirements, this report form                                                    

General information .................................................................................. 101

Instructions for filing the FERC Form 1 ............................................................. i-iv

Generating plant statistics

    hydroelectric (large) ........................................................................ 406-407

    pumped storage (large) ....................................................................... 408-409

    small plants ................................................................................. 410-411

    steam-electric (large) ....................................................................... 402-403

Hydro-electric generating plant statistics ....................................................... 406-407

Identification ....................................................................................... 101

Important changes during year .................................................................... 108-109

Income

    statement of, by departments ................................................................. 114-117

    statement of, for the year (see also revenues) ............................................... 114-117

    deductions, miscellaneous amortization ........................................................... 340

    deductions, other income deduction ............................................................... 340

    deductions, other interest charges ............................................................... 340

Incorporation information ............................................................................ 101
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Schedule Page No.

Interest

    charges, paid on long-term debt, advances, etc ............................................... 256-257

Investments

    nonutility property .............................................................................. 221

    subsidiary companies ......................................................................... 224-225

Investment tax credits, accumulated deferred ..................................................... 266-267

Law, excerpts applicable to this report form .......................................................... iv

List of schedules, this report form .................................................................. 2-4

Long-term debt ................................................................................... 256-257

Losses-Extraordinary property ........................................................................ 230

Materials and supplies ............................................................................... 227

Miscellaneous general expenses ....................................................................... 335

Notes

    to balance sheet ............................................................................. 122-123

    to statement of changes in financial position ................................................ 122-123

    to statement of income ....................................................................... 122-123

    to statement of retained earnings ............................................................ 122-123

Nonutility property .................................................................................. 221

Nuclear fuel materials ........................................................................... 202-203

Nuclear generating plant, statistics ............................................................. 402-403

Officers and officers' salaries ...................................................................... 104

Operating

    expenses-electric ............................................................................ 320-323

    expenses-electric (summary) ...................................................................... 323

Other

    paid-in capital .................................................................................. 253

    donations received from stockholders ............................................................. 253

    gains on resale or cancellation of reacquired

    capital stock .................................................................................... 253

    miscellaneous paid-in capital .................................................................... 253

    reduction in par or stated value of capital stock ................................................ 253

    regulatory assets ................................................................................ 232

    regulatory liabilities ........................................................................... 278

Peaks, monthly, and output ........................................................................... 401

Plant, Common utility

    accumulated provision for depreciation ........................................................... 356

    acquisition adjustments .......................................................................... 356

    allocated to utility departments ................................................................. 356

    completed construction not classified ............................................................ 356

    construction work in progress .................................................................... 356

    expenses ......................................................................................... 356

    held for future use .............................................................................. 356

    in service ....................................................................................... 356

    leased to others ................................................................................. 356

Plant data ...................................................................................336-337

                                                                                                   401-429
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INDEX (continued)

Schedule Page No.
Plant - electric

    accumulated provision for depreciation ........................................................... 219

    construction work in progress .................................................................... 216

    held for future use .............................................................................. 214

    in service ................................................................................... 204-207

    leased to others ................................................................................. 213

Plant - utility and accumulated provisions for depreciation

    amortization and depletion (summary) ............................................................. 201

Pollution control facilities, accumulated deferred

    income taxes ..................................................................................... 234

Power Exchanges .................................................................................. 326-327

Premium and discount on long-term debt ............................................................... 256

Premium on capital stock ............................................................................. 251

Prepaid taxes .................................................................................... 262-263

Property - losses, extraordinary ..................................................................... 230

Pumped storage generating plant statistics ....................................................... 408-409

Purchased power (including power exchanges) ...................................................... 326-327

Reacquired capital stock ............................................................................. 250

Reacquired long-term debt ........................................................................ 256-257

Receivers' certificates .......................................................................... 256-257

Reconciliation of reported net income with taxable income

      from Federal income taxes ...................................................................... 261

Regulatory commission expenses deferred .............................................................. 233

Regulatory commission expenses for year .......................................................... 350-351

Research, development and demonstration activities ............................................... 352-353

Retained Earnings

    amortization reserve Federal ..................................................................... 119

    appropriated ................................................................................. 118-119

    statement of, for the year ................................................................... 118-119

    unappropriated ............................................................................... 118-119

Revenues - electric operating .................................................................... 300-301

Salaries and wages

    directors fees ................................................................................... 105

    distribution of .............................................................................. 354-355

    officers' ........................................................................................ 104

Sales of electricity by rate schedules ............................................................... 304

Sales - for resale ............................................................................... 310-311

Salvage - nuclear fuel ........................................................................... 202-203

Schedules, this report form .......................................................................... 2-4

Securities

    exchange registration ........................................................................ 250-251

Statement of Cash Flows .......................................................................... 120-121

Statement of income for the year ................................................................. 114-117

Statement of retained earnings for the year ...................................................... 118-119

Steam-electric generating plant statistics ....................................................... 402-403

Substations .......................................................................................... 426

Supplies - materials and ............................................................................. 227
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INDEX (continued)

Schedule Page No.
Taxes

    accrued and prepaid ......................................................................... 262-263

    charged during year ......................................................................... 262-263

    on income, deferred and accumulated ............................................................. 234

                                                                                                  272-277

    reconciliation of net income with taxable income for ............................................ 261

Transformers, line - electric ....................................................................... 429

Transmission

    lines added during year ..................................................................... 424-425

    lines statistics ............................................................................ 422-423

    of electricity for others ................................................................... 328-330

    of electricity by others ........................................................................ 332

Unamortized

    debt discount ............................................................................... 256-257

    debt expense ................................................................................ 256-257

    premium on debt ............................................................................. 256-257

Unrecovered Plant and Regulatory Study Costs ........................................................ 230
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(n) 

 
 

 
Filing Requirement: 

 
A summary of the utility's latest depreciation study with schedules by major plant 
accounts, except that telecommunications utilities that have adopted the commission's 
average depreciation rates shall provide a schedule that identifies the current and test 
period depreciation rates used by major plant accounts. If the required information has 
been filed in another commission case, a reference to that case's number shall be 
sufficient; 
 
 

 
Response: 
 
A summary of the Company’s most recent depreciation study, along with a copy of the 
study itself, is contained in the testimony and exhibits of Company Witness Davis. 
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(o) 

 
Filing Requirement: 

 
A list of all commercially available or in-house developed computer software, programs, 
and models used in the development of the schedules and work papers associated with the 
filing of the utility's application. This list shall include each software, program, or model; 
what the software, program, or model was used for; identify the supplier of each software, 
program, or model; a brief description of the software, program, or model; and the 
specifications for the computer hardware and the operating system required to run the 
program; 

 
Response: 
 
• PowerPlant software was used to perform certain tax calculations and perform the 

book depreciation studies of transmission; distribution and general plant were 
prepared using Version 9.0 of PowerPlant software.  The software is the property of 
PowerPlan Consultants, Inc. of Atlanta, Georgia.  AEP has a license with PowerPlan 
Consultants, Inc. to use the software.  The computer operating system is Windows 7.  
The computer must have, at a minimum, 2.0 GHz PC with 1 GB of memory.  The 
database is Oracle 11.2 and the database resides on UNIX AIX box. 

 
• PowerTracker is used to perform settlement function of economically allocating 

generation and purchase resources to off-system sales transactions.  It provides 
input to the monthly accounting and fuel clause reporting functions. PowerTracker 
is a Java application supplied by Integ Enterprise consulting. The current version of 
the application is aeptrack-app-v5.3.1-b696-r736-jcr1456.  The application runs in a 
WebLogic version 10.0 environment. It is a multi-node environment consisting of 
three servers. The servers are Sun MicroSystems model SPARC Enterprise T5120 
running the Solaris operating system v5.10, 32,640 MB RAM and 616 GB of Disk 
space.  The database utilized by the application is Oracle version 11.2.0.3.0.  The 
database runs on an IBM 9117-MMB server with 32,768 MB of RAM. Operating 
system is AIX.  The supplier of PowerTracker is Integ Enterprise Consulting, Inc. 
located in Newark, New Jersey. 

 
• nMarket is a modular application supplied by Ventyx, an ABB company. It is an 

integrated toolset that allows a participant to manage settlements with an ISO/RTO. 
It provides back-office support for settlement data capture, checkout, volume 
management, charge estimation and shadow settlement, and dispute management 
with the ISO/RTO.  In addition to the core product, there is a security application 
(nMarket Security Manager) that must be installed as well. nMarket is a java 
application. The computer hardware server is a Dell PowerEdge R900 with 
Windows Server 2003.  Additionally, the server is running virtualizing software 
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manufactured by VMware, Inc.  The model is VMware Virtual Platform. RAM is 
3.72 MB. 

 
• Microsoft Excel. These applications were used to prepare spreadsheet documents 

utilized in this proceeding.  The program was run on a laptop with 1 GB of RAM, 
and it is also run on desktops with 1 GB of RAM.  The computer operating system is 
Microsoft Windows 7. 

• Microsoft Word. These applications were the word processing software used to prepare 
the majority of the filings in this proceeding. The program was run on a laptop with 
1 GB of RAM, and it is also run on desktops with 1 GB of RAM.  The computer 
operating system is Microsoft Windows 7. 
 

• PeopleSoft General Ledger software is a vendor product from Oracle Corporation, 
Redwood Shores, California.  Kentucky Power is using version 9.0 of this software.  
The software is owned by the Oracle corporation, but AEP has purchased our 
version of the application, with any "vendor support" being provided by Rimini 
Street, a 3rd party vendor support company.  The software runs off a UNIX AIX 
server, using an Oracle 11.2 database.  The computer workstations that access this 
application run on  Windows 7 operating system, and require a minimum of 1 GB of 
memory and 1.73 GHz processor 
 

• The UIPlanner Customer Revenue module was used to perform detailed rate design 
and analysis using customer billing data.  The computer workstations that access 
this application run on Windows 7 operating system, and require a minimum of 1 
GB of memory and 1.73 GHz processor. 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

Application Of Kentucky Power Company For 

A General Adjustment Oflts Rates For Electric 
Service; (2) An Order Approving Its 2014 
Environmental Compliance Plan; (3) An Order 
Approving Its Tariffs And Riders; And ( 4) An 
Order Granting All Other Required Approvals 

And Relief 

SECTION II 

) 

) 

) 
) Case No. 2014-00396 

) 

) 

) 

FILING REQUIREMENTS 

VOLUME30F5 

December 23, 2014 



Filing Requirement 
807 KAR 5:001 Section 16 (4)(p) 

 
 

Filing Requirement: 
 

Prospectuses of the most recent stock or bond offerings; 
 

 
Response: 
 
Please see the attached documents for the most recent offerings. 
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KENTUCKY POWER COMPANY 

 
 
 
 

$120,000,000 4.18% Senior Notes, Series A, due September 30, 2026 
$80,000,000 4.33% Senior Notes, Series B, due December 30, 2026 

 
 

______________ 

NOTE PURCHASE AGREEMENT 
 

_____________ 
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KENTUCKY POWER COMPANY 
1 Riverside Plaza 

Columbus, Ohio  43215 
 

$120,000,000 4.18% Senior Notes, Series A, due September 30, 2026 
$80,000,000 4.33% Senior Notes, Series B, due December 30, 2026 

 
Dated as of July 10, 2014 

To Each of the Purchasers Listed in  
  SCHEDULE A HERETO: 
 
Ladies and Gentlemen: 

KENTUCKY POWER COMPANY, a Kentucky corporation (the “Company”), agrees with 
each of the Purchasers whose names appear at the end hereof as follows: 

Section 1. AUTHORIZATION OF NOTES. 

The Company will authorize the issue and sale of (a) $120,000,000 aggregate principal 
amount of its 4.18% Senior Notes, Series A, due September 30, 2026 (the “Series A Notes”) and 
(b) $80,000,000 aggregate principal amount of its 4.33% Senior Notes, Series B, due December 
30, 2026 (the “Series B Notes”; the Series A Notes and the Series B Notes are hereinafter 
collectively referred to as the “Notes,” such term to include any such notes issued in substitution 
therefor pursuant to Section 13).  The Notes shall be substantially in the form set out in 
Exhibit 1-A and Exhibit 1-B, respectively.  Certain capitalized and other terms used in this 
Agreement are defined in Schedule B; and references to a “Schedule” or an “Exhibit” are, unless 
otherwise specified, to a Schedule or an Exhibit attached to this Agreement. 

Section 2. SALE AND PURCHASE OF NOTES. 

Subject to the terms and conditions of this Agreement, the Company will issue and sell to 
each Purchaser and each Purchaser will purchase from the Company, at the Closing provided for 
in Section 3, Notes in the principal amount and of the series specified opposite such Purchaser’s 
name in Schedule A at the purchase price of 100% of the principal amount thereof.  The 
Purchasers’ obligations hereunder are several and not joint obligations and no Purchaser shall 
have any liability to any Person for the performance or non-performance of any obligation by 
any other Purchaser hereunder. 

Section 3. CLOSINGS. 

The sale and purchase of the Notes to be purchased by each Purchaser shall occur at the 
offices of Winston & Strawn LLP, 200 Park Avenue, New York, New York 10166, at 10:00 a.m. 
New York time, at two closings (each a “Closing” and respectively the “First Closing” and the 
“Second Closing”). The First Closing shall be on September 30, 2014 or on such other Business 
Day thereafter as may be agreed upon by the Company and the Purchasers purchasing the Notes 
sold at the First Closing.  The Second Closing shall be on December 30, 2014 or on such other 
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Business Day thereafter as may be agreed upon by the Company and the Purchasers purchasing 
the Notes sold at the Second Closing.  At each Closing, the Company will deliver to each 
Purchaser the Notes of the series to be purchased by such Purchaser in the form of a single Note 
for each series of the Notes to be purchased by such Purchaser (or such greater number of Notes 
in denominations of at least $100,000 as such Purchaser may request) dated the date of such 
Closing and registered in such Purchaser’s name (or in the name of its nominee), against delivery 
by such Purchaser to the Company or its order of immediately available funds in the amount of 
the purchase price therefor by wire transfer of immediately available funds for the account of the 
Company to account number 40572089, account description: Kentucky Power Co. – Dist., at 
Citibank, N.A., 399 Park Avenue, New York, NY 10043, ABA No. 02100089.  If at any Closing 
the Company shall fail to tender such Notes to any Purchaser as provided above in this 
Section 3, or any of the conditions specified in Section 4 shall not have been fulfilled to such 
Purchaser’s satisfaction, such Purchaser shall, at its election, be relieved of all further obligations 
under this Agreement, without thereby waiving any rights such Purchaser may have by reason of 
such failure or such nonfulfillment. 

Section 4. CONDITIONS TO CLOSING. 

Each Purchaser’s obligation to purchase and pay for the Notes to be sold to such 
Purchaser at a Closing is subject to the fulfillment to such Purchaser’s satisfaction, prior to or at 
such Closing, of the following conditions: 

Section 4.1. Representations and Warranties.  The representations and warranties of 
the Company in this Agreement shall be correct when made and at the time of such Closing. 

Section 4.2. Performance; No Default.  The Company shall have performed and 
complied with all agreements and conditions contained in this Agreement required to be 
performed or complied with by it prior to or at such Closing and from the date of this Agreement 
to such Closing assuming that Sections 9 and 10 are applicable from the date of this Agreement.  
From the date of this Agreement until such Closing, before and after giving effect to the issue 
and sale of the Notes (and the application of the proceeds thereof as contemplated by 
Section 5.14), no Default or Event of Default shall have occurred and be continuing.  The 
Company shall not have entered into any transaction since the date of the Memorandum that 
would have been prohibited by Section 10 had such Section applied since such date. 

Section 4.3. Compliance Certificates. 

 (a) Officer’s Certificate.  The Company shall have delivered to such Purchaser an 
Officer’s Certificate, dated the date of such Closing, certifying that the conditions specified in 
Sections 4.1, 4.2 and 4.9 have been fulfilled. 

 (b) Secretary’s Certificate.  The Company shall have delivered to such Purchaser a 
certificate of its Secretary or Assistant Secretary, dated the date of such Closing, certifying as to 
(i) the resolutions attached thereto and other corporate proceedings relating to the authorization, 
execution and delivery of the Notes and this Agreement and (ii) the Company’s organizational 
documents as then in effect. 
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Section 4.4. Opinions of Counsel.  Such Purchaser shall have received opinions in form 
and substance satisfactory to such Purchaser, dated the date of such Closing (a) from internal 
counsel for American Electric Power Service Corporation, an affiliate of the Company, covering 
the matters set forth in Exhibit 4.4(a) and covering such other matters incident to the 
transactions contemplated hereby as such Purchaser or its counsel may reasonably request (and 
the Company hereby instructs its counsel to deliver such opinion to the Purchasers) and (b) from 
Winston & Strawn LLP, the Purchasers’ special counsel in connection with such transactions, 
substantially in the form set forth in Exhibit 4.4(b) and covering such other matters incident to 
such transactions as such Purchaser may reasonably request. 

Section 4.5. Purchase Permitted by Applicable Law, Etc.  On the date of such Closing 
such Purchaser’s purchase of Notes shall (a) be permitted by the laws and regulations of each 
jurisdiction to which such Purchaser is subject, without recourse to provisions (such as 
section 1405(a)(8) of the New York Insurance Law) permitting limited investments by insurance 
companies without restriction as to the character of the particular investment, (b) not violate any 
applicable law or regulation (including, without limitation, Regulation T, U or X of the Board of 
Governors of the Federal Reserve System) and (c) not subject such Purchaser to any tax, penalty 
or liability under or pursuant to any applicable law or regulation, which law or regulation was 
not in effect on the date hereof.  If requested by such Purchaser, such Purchaser shall have 
received an Officer’s Certificate certifying as to such matters of fact as such Purchaser may 
reasonably specify to enable such Purchaser to determine whether such purchase is so permitted. 

Section 4.6. Sale of Other Notes.  Contemporaneously with such Closing, the Company 
shall sell to each other Purchaser, and each other Purchaser shall purchase, the Notes to be 
purchased by it at such Closing as specified in Schedule A. 

Section 4.7. Payment of Special Counsel Fees.  Without limiting the provisions of 
Section 15.1, the Company shall have paid on or before such Closing the fees, charges and 
disbursements of the Purchasers’ special counsel referred to in Section 4.4 to the extent reflected 
in a statement of such counsel rendered to the Company at least two Business Days prior to such 
Closing. 

Section 4.8. Private Placement Number.  A Private Placement Number issued by 
Standard & Poor’s CUSIP Service Bureau (in cooperation with the Securities Valuation Office 
of the National Association of Insurance Commissioners) shall have been obtained for each 
series of the Notes being sold at such Closing. 

Section 4.9. Changes in Corporate Structure.  The Company shall not have changed its 
jurisdiction of incorporation or organization, as applicable, or been a party to any merger or 
consolidation or succeeded to all or any substantial part of the liabilities of any other entity, at 
any time following the date of the most recent financial statements referred to in Schedule 5.5. 

Section 4.10. Company Regulatory Approvals.  Prior to the date of such Closing, any 
approval or consent of any regulatory body, state, federal or local, including, without limitation, 
any approval or consent required by the Kentucky Public Service Commission and the Federal 
Energy Regulatory Commission, required for the offer, issuance, sale and delivery of the Notes 
and the execution, delivery and performance by the Company of this Agreement and the Notes 
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shall have been obtained, shall be in full force and effect, shall have not have been revoked or 
amended, shall not be the subject of a pending appeal and shall be legally sufficient to authorize 
the offer, issue and sale and delivery of the Notes and evidence of such approval or consent 
satisfactory to the Purchasers and their special counsel shall have been provided to them. 

Section 4.11. Funding Instructions.  At least three Business Days prior to the date of 
such Closing, each Purchaser purchasing Notes at such Closing shall have received written 
instructions signed by a Responsible Officer on letterhead of the Company confirming the 
information specified in Section 3 including (a) the name and address of the transferee bank, 
(b) such transferee bank’s ABA number and (c) the account name and number into which the 
purchase price for the Notes is to be deposited. 

Section 4.12. Proceedings and Documents.  All corporate and other proceedings in 
connection with the transactions contemplated by this Agreement and all documents and 
instruments incident to such transactions shall be satisfactory to such Purchaser and its special 
counsel, and such Purchaser and its special counsel shall have received all such counterpart 
originals or certified or other copies of such documents as such Purchaser or such special counsel 
may reasonably request. 

Section 5. REPRESENTATIONS AND WARRANTIES OF THE COMPANY. 

The Company represents and warrants to each Purchaser that: 

Section 5.1. Organization; Power and Authority.  The Company is a corporation duly 
organized, validly existing and in good standing under the laws of its jurisdiction of 
incorporation, and is duly qualified as a foreign corporation and is in good standing in each 
jurisdiction in which such qualification is required by law, other than those jurisdictions as to 
which the failure to be so qualified or in good standing would not, individually or in the 
aggregate, reasonably be expected to have a Material Adverse Effect.  The Company has the 
corporate power and authority to own or hold under lease the properties it purports to own or 
hold under lease, to transact the business it transacts and proposes to transact, to execute and 
deliver this Agreement and the Notes and to perform the provisions hereof and thereof. 

Section 5.2. Authorization, Etc.  This Agreement and the Notes have been duly 
authorized by all necessary corporate action on the part of the Company, and this Agreement 
constitutes, and upon execution and delivery thereof each Note will constitute, a legal, valid and 
binding obligation of the Company enforceable against the Company in accordance with its 
terms, except as such enforceability may be limited by (a) applicable bankruptcy, insolvency, 
reorganization, moratorium or other similar laws affecting the enforcement of creditors’ rights 
generally and (b) general principles of equity (regardless of whether such enforceability is 
considered in a proceeding in equity or at law). 

Section 5.3. Disclosure.  The Company, through its agents, KeyBanc Capital Markets 
Inc. and RBS Securities Inc., has delivered to each Purchaser a copy of a Private Placement 
Memorandum, dated May/June 2014 (the “Memorandum”), relating to the transactions 
contemplated hereby.  The Memorandum fairly describes, in all material respects, the general 
nature of the business and principal properties of the Company.  This Agreement, the 
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Memorandum and the documents, certificates or other writings delivered to the Purchasers by or 
on behalf of the Company in connection with the transactions contemplated hereby and 
identified in Schedule 5.3, and the financial statements listed in Schedule 5.5, (this Agreement, 
the Memorandum and such documents, certificates or other writings and such financial 
statements delivered to each Purchaser prior to June 12, 2014 being referred to, collectively, as 
the “Disclosure Documents”), taken as a whole, do not contain any untrue statement of a 
material fact or omit to state any material fact necessary to make the statements therein not 
misleading in light of the circumstances under which they were made.  Except as disclosed in the 
Disclosure Documents, since December 31, 2013, there has been no change in the financial 
condition, operations, business or properties of the Company except changes that individually or 
in the aggregate would not reasonably be expected to have a Material Adverse Effect.  There is 
no fact known to the Company that would reasonably be expected to have a Material Adverse 
Effect that has not been set forth herein or in the Disclosure Documents. 

Section 5.4. Directors and Senior Officers.  Schedule 5.4 contains (except as noted 
therein) a complete and correct list of the Company’s directors and senior officers.  The 
Company has no Subsidiaries.  

Section 5.5. Financial Statements; Material Liabilities.  The Company has delivered to 
each Purchaser copies of the financial statements of the Company listed on Schedule 5.5. All of 
said financial statements (including in each case the related schedules and notes) fairly present in 
all material respects the financial position of the Company as of the respective dates specified in 
such financial statements and the results of its operations and cash flows for the respective 
periods so specified and have been prepared in accordance with GAAP consistently applied 
throughout the periods involved except as set forth in the notes thereto (subject, in the case of 
any interim financial statements, to normal year-end adjustments).  The Company does not have 
any Material liabilities that are not disclosed on such financial statements or otherwise disclosed 
in the Disclosure Documents. 

Section 5.6. Compliance with Laws, Other Instruments, Etc.  The execution, delivery 
and performance by the Company of this Agreement and the Notes will not (a) contravene, result 
in any breach of, or constitute a default under, or result in the creation of any Lien in respect of 
any property of the Company under, any Material indenture, mortgage, deed of trust, loan, 
purchase or credit agreement, lease, corporate charter or by-laws, or any other Material 
agreement or instrument to which the Company is bound or by which the Company or any of its 
properties may be bound or affected, (b) conflict with or result in a breach of any of the terms, 
conditions or provisions of any order, judgment, decree, or ruling of any court, arbitrator or 
Governmental Authority applicable to the Company or (c) violate any provision of any statute or 
other rule or regulation of any Governmental Authority applicable to the Company. 

Section 5.7. Governmental Authorizations, Etc.  No consent, approval or authorization 
of, or registration, filing or declaration with, any Governmental Authority is required in 
connection with the execution, delivery or performance by the Company of this Agreement or 
the Notes, other than (a) the authorization of the Kentucky Public Service Commission which 
authorization has been duly obtained pursuant to an order of the Kentucky Public Service 
Commission, which is in full force and effect, has not been revoked or amended, is not the 
subject of a pending appeal; the offer, issuance, sale and delivery of the Notes and the execution, 
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delivery and performance by the Company of this Agreement and the Notes are in conformity 
with the terms of such order, (b) as may be required under state or foreign securities or blue sky 
laws, and (c) such registrations, filings and declarations that are not required to be made until 
after the date of such Closing and which will be made as and when required. 

Section 5.8. Litigation; Observance of Agreements, Statutes and Orders.  (a) There are 
no actions, suits, investigations or proceedings pending or, to the knowledge of the Company, 
threatened against or affecting the Company or any property of the Company in any court or 
before any arbitrator of any kind or before or by any Governmental Authority that, individually 
or in the aggregate, would reasonably be expected to have a Material Adverse Effect. 

 (b) The Company is not (i) in default under any agreement or instrument to which it is a 
party or by which it is bound, (ii) in violation of any order, judgment, decree or ruling of any 
court, arbitrator or Governmental Authority or (iii) in violation of any applicable law, ordinance, 
rule or regulation of any Governmental Authority (including, without limitation, Environmental 
Laws, the USA Patriot Act or any of the other laws and regulations that are referred to in Section 
5.16), which default or violation, individually or in the aggregate, would reasonably be expected 
to have a Material Adverse Effect. 

Section 5.9. Taxes.  The Company has filed all tax returns that are required to have 
been filed in any jurisdiction, and have paid all taxes shown to be due and payable on such 
returns and all other taxes and assessments levied upon it or its properties, assets, income or 
franchises, to the extent such taxes and assessments have become due and payable and before 
they have become delinquent, except for any taxes and assessments (a) the amount of which is 
not individually or in the aggregate Material or (b) the amount, applicability or validity of which 
is currently being contested in good faith by appropriate proceedings and with respect to which 
the Company has established adequate reserves in accordance with GAAP.  The Company 
knows of no basis for any other tax or assessment that would reasonably be expected to have a 
Material Adverse Effect.  The charges, accruals and reserves on the books of the Company in 
respect of federal, state or other taxes for all fiscal periods are adequate in accordance with 
GAAP.  The federal income tax liabilities of the Company have been finally determined 
(whether by reason of completed audits or the statute of limitations having run) for all fiscal 
years up to and including the fiscal year ended December 31, 2013. 

Section 5.10. Title to Property; Leases.  The Company has good and sufficient title to its 
properties that individually or in the aggregate are Material, including all such properties 
reflected in the most recent audited balance sheet referred to in Section 5.5 or purported to have 
been acquired by the Company after said date (except as sold or otherwise disposed of in the 
ordinary course of business), in each case free and clear of Liens prohibited by this Agreement.  
All leases that individually or in the aggregate are Material are valid and subsisting and are in 
full force and effect in all material respects. 

Section 5.11. Licenses, Permits, Etc.  (a) The Company owns or possesses all licenses, 
permits, franchises, authorizations, patents, copyrights, proprietary software, service marks, 
trademarks and trade names, or rights thereto, that individually or in the aggregate are Material, 
without known conflict with the rights of others, the non-ownership or non-possession of which, 
individually or in the aggregate, would have a Material Adverse Effect. 
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 (b) To the best knowledge of the Company, no product of the Company infringes in any 
Material respect any license, permit, franchise, authorization, patent, copyright, proprietary 
software, service mark, trademark, trade name or other right owned by any other Person which 
infringement, individually or in the aggregate would have a Material Adverse Effect. 

 (c) To the best knowledge of the Company, there is no Material violation by any Person 
of any right of the Company with respect to any patent, copyright, proprietary software, service 
mark, trademark, trade name or other right owned or used by the Company, which violation, 
individually or in the aggregate, would have a Material Adverse Effect. 

Section 5.12. Compliance with ERISA.  (a) The Company and each ERISA Affiliate 
have operated and administered each Plan in compliance with all applicable laws except for such 
instances of noncompliance as have not resulted in and could not, individually or in the 
aggregate, reasonably be expected to result in a Material Adverse Effect.  Neither the Company 
nor any ERISA Affiliate has incurred any liability pursuant to Title I or IV of ERISA or the 
penalty or excise tax provisions of the Code relating to employee benefit plans (as defined in 
section 3 of ERISA), and no event, transaction or condition has occurred or exists that could, 
individually or in the aggregate, reasonably be expected to result in the incurrence of any such 
liability by the Company or any ERISA Affiliate, or in the imposition of any Lien on any of the 
rights, properties or assets of the Company or any ERISA Affiliate, in either case pursuant to 
Title I or IV of ERISA or to such penalty or excise tax provisions or to section 401(a)(29) or 412 
of the Code, other than such liabilities or Liens as would not be individually or in the aggregate 
Material. 

 (b) For each of the Plans which are pension plans within the meaning of section 3(2) of 
ERISA (other than Multiemployer Plans) that are subject to the funding requirements of section 
302 of ERISA or section  412 of the Code, Schedule 5.12(b) sets forth the funding target 
attainment percentage as of January 1, 2013, on the basis of the actuarial assumptions specified 
for funding purposes in such Plan’s actuarial valuation report for the plan year beginning 
January 1, 2013.  The term “funding target attainment percentage” has the meaning specified in 
section 303 of ERISA. 

 (c) The Company and its ERISA Affiliates have not incurred withdrawal liabilities (and 
are not subject to contingent withdrawal liabilities) under section 4201 or 4204 of ERISA in 
respect of Multiemployer Plans that individually or in the aggregate are Material. 

 (d) Schedule 5.12(d) sets forth the unfunded accumulated post retirement benefit 
obligation (APBO) as determined as of the last day of the Company’s most recently ended fiscal 
year, December 31, 2013, in accordance with Financial Accounting Standards Board Accounting 
Standards Codification Topic 715-60 for retiree medical and life insurance plans, without regard 
to liabilities attributable to continuation coverage mandated by section 4980B of the Code, of the 
Company and such obligations would not, individually or in the aggregate, result in a Material 
Adverse Effect.  The increase in such liabilities from December 31, 2013, to the date hereof is 
not Material and would not result in a Material Adverse Effect.   

 (e) The execution and delivery of this Agreement and the issuance and sale of the Notes 
hereunder will not involve any transaction that is subject to the prohibitions of section 406 of 
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ERISA or in connection with which a tax could be imposed pursuant to 
section 4975(c)(1)(A)-(D) of the Code.  The representation by the Company in the first sentence 
of this Section 5.12(e) is made in reliance upon and subject to the accuracy of such Purchaser’s 
representation in Section 6.2 as to the sources of the funds used to pay the purchase price of the 
Notes to be purchased by such Purchaser and under the assumption that the parties identified to 
the Company pursuant to clauses (d), (e) and (g) thereof do not trigger issues with respect to the 
issuance and sale of the Notes to the parties described in those clauses. 

Section 5.13. Private Offering by the Company.  Neither the Company nor anyone 
acting on its behalf has offered the Notes or any similar securities for sale to, or solicited any 
offer to buy any of the same from, or otherwise approached or negotiated in respect thereof with, 
any Person other than the Purchasers and not more than 60 other Institutional Investors, each of 
which has been offered the Notes at a private sale for investment.  Neither the Company nor 
anyone acting on its behalf has taken, or will take, any action that would subject the issuance or 
sale of the Notes to the registration requirements of Section 5 of the Securities Act or to the 
registration requirements of any securities or blue sky laws of any applicable jurisdiction. 

Section 5.14. Use of Proceeds; Margin Regulations.  The Company will apply the 
proceeds of the sale of the Notes as set forth in Section II.5 of the Memorandum.  No part of the 
proceeds from the sale of the Notes hereunder will be used, directly or indirectly, for the purpose 
of buying or carrying any margin stock within the meaning of Regulation U of the Board of 
Governors of the Federal Reserve System (12 CFR 221), or for the purpose of buying or carrying 
or trading in any securities under such circumstances as to involve the Company in a violation of 
Regulation X of said Board (12 CFR 224) or to involve any broker or dealer in a violation of 
Regulation T of said Board (12 CFR 220).  Margin Stock does not constitute more than 2% of 
the value of the assets of the Company and the Company does not have any present intention that 
Margin Stock will constitute more than 2% of the value of such assets.   

Section 5.15. Existing Indebtedness; Future Liens.  (a) Schedule 5.15 sets forth a 
complete and correct list of all outstanding Indebtedness of the Company as of July 10, 2014 
(including a description of the obligors and obligees, principal amount outstanding and collateral 
therefor, if any, and guarantee thereof, if any), since which date there has been no Material 
change in the amounts, interest rates, sinking funds, installment payments or maturities of the 
Indebtedness of the Company.  The Company is not in default and no waiver of default is 
currently in effect, in the payment of any principal or interest on any Indebtedness of the 
Company, the outstanding principal amount of which exceeds $1,000,000, and no event or 
condition exists with respect to any Indebtedness of the Company, the outstanding principal 
amount of which exceeds $1,000,000, that would permit (or that with notice or the lapse of time, 
or both, would permit) one or more Persons to cause such Indebtedness to become due and 
payable before its stated maturity or before its regularly scheduled dates of payment and that, 
individually or in the aggregate, would reasonably be expected to have a Material Adverse 
Effect. 

 (b) Except as disclosed in Schedule 5.15, the Company has not agreed or consented to 
cause or permit any of its property, whether now owned or hereafter acquired, to be subject to a 
Lien that secures Indebtedness or to cause or permit in the future (upon the happening of a 
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contingency or otherwise) any of its property, whether now owned or hereafter acquired, to be 
subject to a Lien not permitted by Section 10.2. 

 (c) Except as disclosed in Schedule 5.15, the Company is not a party to, or otherwise 
subject to any provision contained in, any instrument evidencing Indebtedness of the Company, 
any agreement relating thereto or any other agreement (including, but not limited to, its charter 
or other organizational document) which limits the amount of, or otherwise imposes restrictions 
on the incurring of, Indebtedness of the Company. 

Section 5.16. Foreign Assets Control Regulations, Etc.  (a) Neither the Company nor 
any Controlled Entity is (i) a Person whose name appears on the list of Specially Designated 
Nationals and Blocked Persons published by the Office of Foreign Assets Control, United States 
Department of the Treasury (“OFAC”) (an “OFAC Listed Person”) (ii) an agent, department, or 
instrumentality of, or is otherwise beneficially owned by, controlled by or acting on behalf of, 
directly or indirectly, (x) any OFAC Listed Person or (y) any Person, entity, organization, 
foreign country or regime that is subject to any OFAC Sanctions Program, or (iii) otherwise 
blocked, subject to sanctions under or engaged in any activity in violation of other United States 
economic sanctions, including but not limited to, the Trading with the Enemy Act, the 
International Emergency Economic Powers Act, the Comprehensive Iran Sanctions, 
Accountability and Divestment Act (“CISADA”) or any similar law or regulation with respect to 
Iran or any other country, the Sudan Accountability and Divestment Act, any OFAC Sanctions 
Program, or any economic sanctions regulations administered and enforced by the United States 
or any enabling legislation or executive order relating to any of the foregoing (collectively, “U.S. 
Economic Sanctions”) (each OFAC Listed Person and each other Person, entity, organization 
and government of a country described in clause (i), clause (ii) or clause (iii), a “Blocked 
Person”).  Neither the Company nor any Controlled Entity has been notified that its name 
appears or may in the future appear on a state list of Persons that engage in investment or other 
commercial activities in Iran or any other country that is subject to U.S. Economic Sanctions. 

 (b) No part of the proceeds from the sale of the Notes hereunder constitutes or will 
constitute funds obtained on behalf of any Blocked Person or will otherwise be used by the 
Company or any Controlled Entity, directly or indirectly, (i) in connection with any investment 
in, or any transactions or dealings with, any Blocked Person, or (ii) otherwise in violation of U.S. 
Economic Sanctions. 

 (c) Neither the Company nor any Controlled Entity (i) has been found in violation of, 
charged with, or convicted of, money laundering, drug trafficking, terrorist-related activities or 
other money laundering predicate crimes under the Currency and Foreign Transactions 
Reporting Act of 1970 (otherwise known as the Bank Secrecy Act), the USA Patriot Act or any 
other United States law or regulation governing such activities (collectively, “Anti-Money 
Laundering Laws”) or any U.S. Economic Sanctions violations, (ii) to the Company’s actual 
knowledge after making due inquiry, is under investigation by any Governmental Authority for 
possible violation of Anti-Money Laundering Laws or any U.S. Economic Sanctions violations, 
(iii) has been assessed civil penalties under any Anti-Money Laundering Laws or any U.S. 
Economic Sanctions, or (iv) has had any of its funds seized or forfeited in an action under any 
Anti-Money Laundering Laws.  The Company has established procedures and controls which it 
reasonably believes are adequate (and otherwise comply with applicable law) to ensure that the 
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Company and each Controlled Entity is and will continue to be in compliance with all applicable 
current and future Anti-Money Laundering Laws and U.S. Economic Sanctions. 

 (d)(1) Neither the Company nor any Controlled Entity (i) has been charged with, or 
convicted of bribery or any other anti-corruption related activity under any applicable law or 
regulation in a U.S. or any non-U.S. country or jurisdiction, including but not limited to, the U.S. 
Foreign Corrupt Practices Act and the U.K. Bribery Act 2010 (collectively, “Anti-Corruption 
Laws”), (ii) to the Company’s actual knowledge after making due inquiry, is under investigation 
by any U.S. or non-U.S. Governmental Authority for possible violation of Anti-Corruption 
Laws, (iii) has been assessed civil or criminal penalties under any Anti-Corruption Laws or (iv) 
has been or is the target of sanctions imposed by the United Nations or the European Union; 

 (2) To the Company’s actual knowledge after making due inquiry, neither the Company 
nor any Controlled Entity has, within the last five years, directly or indirectly offered, promised, 
given, paid or authorized the offer, promise, giving or payment of anything of value to a 
Governmental Official or a commercial counterparty for the purposes of: (i) influencing any act, 
decision or failure to act by such Governmental Official in his or her official capacity or such 
commercial counterparty, (ii) inducing a Governmental Official to do or omit to do any act in 
violation of the Governmental Official’s lawful duty, or (iii) inducing a Governmental Official or 
a commercial counterparty to use his or her influence with a government or instrumentality to 
affect any act or decision of such government or entity; in each case in order to obtain, retain or 
direct business or to otherwise secure an improper advantage; and 

 (3) No part of the proceeds from the sale of the Notes hereunder will be used, directly 
or indirectly, for any improper payments, including bribes, to any Governmental Official or 
commercial counterparty in order to obtain, retain or direct business or obtain any improper 
advantage.  The Company has established procedures and controls which it reasonably believes 
are adequate (and otherwise comply with applicable law) to ensure that the Company and each 
Controlled Entity is and will continue to be in compliance with all applicable current and future 
Anti-Corruption Laws. 

Section 5.17. Status under Certain Statutes.  The Company is not subject to regulation 
under the Investment Company Act of 1940, as amended or the ICC Termination Act of 1995, as 
amended. 

Section 5.18. Notes Rank Pari Passu.  The payment obligations of the Company under 
this Agreement and the Notes rank at least pari passu in right of payment with all other 
unsecured Indebtedness (actual or contingent) of the Company, which is not expressed to be 
subordinate or junior in rank to any other unsecured Indebtedness of the Company, including, 
without limitation, all unsecured Indebtedness of the Company described in Schedule 5.15 
hereto. 

Section 5.19. Environmental Matters.  (a) The Company has no knowledge of any claim 
nor received any notice of any claim, and no proceeding has been instituted raising any claim 
against the Company or any of its real properties now or formerly owned, leased or operated by 
it or other assets, alleging any damage to the environment or violation of any Environmental 
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Laws, except, in each case, such as would not, individually or in the aggregate, reasonably be 
expected to result in a Material Adverse Effect. 

 (b) The Company has no knowledge of any facts which would give rise to any claim, 
public or private, of violation of Environmental Laws or damage to the environment emanating 
from, occurring on or in any way related to real properties now or formerly owned, leased or 
operated by it or to other assets or their use, except, in each case, such as would not reasonably 
be expected to result in a Material Adverse Effect. 

 (c) The Company has not stored any Hazardous Materials on real properties now or 
formerly owned, leased or operated by it nor has it disposed of any Hazardous Materials in a 
manner which is contrary to any Environmental Laws in each case in any manner that would, 
individually or in the aggregate, reasonably be expected to result in a Material Adverse Effect. 

 (d) All buildings on all real properties now owned, leased or operated by the Company 
are in compliance with applicable Environmental Laws, except where failure to comply would 
not reasonably be expected to result in a Material Adverse Effect. 

Section 6. REPRESENTATIONS OF THE PURCHASERS. 

Section 6.1. Purchase for Investment.  Each Purchaser severally represents that (a) it is 
purchasing the Notes for its own account or for one or more separate accounts maintained by 
such Purchaser or for the account of one or more pension or trust funds (each of which is an 
“accredited investor”) as for each of which such Purchaser exercises sole investment discretion 
for investment purposes only and not with a view to the distribution thereof; provided that the 
re-sale or disposition of such Purchaser’s or their property shall at all times be within such 
Purchaser’s or their control, (b) it is an “accredited investor” (as defined in Rule 501(a)(1), (2), 
(3), (7) or (8) under the Securities Act), (c) it has such knowledge and experience in financial 
and business matters as to be capable of evaluating the merits and risks of an investment in the 
Notes, (d) it and any accounts for which it is acting are each able to bear the economic risk of its 
investments and (e) it has received adequate information concerning the Company and the Notes 
to make an informed investment decision with respect to the purchase of the Notes.  Each 
Purchaser understands that the Notes have not been, and will not be, registered under the 
Securities Act (and that the Company is not required to register the Notes) and may be resold 
only (A) if registered pursuant to the provisions of the Securities Act, (B) if an exemption from 
registration is available, including, without limitation, by disposition of any of the Notes and 
then (i) to the Company; (ii) inside the United States to a “qualified institutional buyer” (as 
defined in Rule 144A under the Securities Act) in compliance with Rule 144A; (iii) inside the 
United States to an institutional investor that (1) is an “accredited investor” (as defined in 
Rule 501(a)(1), (2), (3), (7) or (8) under the Securities Act) and (2) makes the representations set 
forth in this Section 6; or (iv) outside the United States in compliance with Rule 904 under the 
Securities Act or (C) if resold under circumstances where neither such registration nor such 
exemption is required by law. 

Each Purchaser agrees that, following the transfer of a Note and upon the request of the 
Company and without invalidating any transfer of any Note pursuant to this Agreement, it shall 
make reasonable best efforts to furnish to the Company any certificate which it may have 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 714 of 1829



 

- 12 - 
NY:1625638.14 

received from any transferee of such Note with respect to such transferee’s compliance with the 
terms of this Section 6.1 in order to confirm that the transfer was made pursuant to an exemption 
from, or in a transaction not subject to, the registration requirements of the Securities Act. 

Section 6.2. Source of Funds.  Each Purchaser severally represents that at least one of 
the following statements is an accurate representation as to each source of funds (a “Source”) to 
be used by such Purchaser to pay the purchase price of the Notes to be purchased by such 
Purchaser hereunder: 

 (a) the Source is an “insurance company general account” (as the term is 
defined in the United States Department of Labor’s Prohibited Transaction Exemption 
(“PTE”) 95-60) in respect of which the reserves and liabilities (as defined by the annual 
statement for life insurance companies approved by the National Association of 
Insurance Commissioners (the “NAIC Annual Statement”)) for the general account 
contract(s) held by or on behalf of any employee benefit plan together with the amount of 
the reserves and liabilities for the general account contract(s) held by or on behalf of any 
other employee benefit plans maintained by the same employer (or affiliate thereof as 
defined in PTE 95-60) or by the same employee organization in the general account do 
not exceed ten percent (10%) of the total reserves and liabilities of the general account 
(exclusive of separate account liabilities) plus surplus as set forth in the NAIC Annual 
Statement filed with such Purchaser’s state of domicile; or 

 (b) the Source is a separate account that is maintained solely in connection 
with such Purchaser’s fixed contractual obligations under which the amounts payable, or 
credited, to any employee benefit plan (or its related trust) that has any interest in such 
separate account (or to any participant or beneficiary of such plan (including any 
annuitant)) are not affected in any manner by the investment performance of the separate 
account; or  

 (c) the Source is either (i) an insurance company pooled separate account, 
within the meaning of PTE 90-1, or (ii) a bank collective investment fund, within the 
meaning of the PTE 91-38 and, except as have been disclosed by such Purchaser to the 
Company in writing pursuant to this clause (c), no employee benefit plan or group of 
plans maintained by the same employer or employee organization beneficially owns more 
than 10% of all assets allocated to such pooled separate account or collective investment 
fund; or 

 (d) the Source constitutes assets of an “investment fund” (within the meaning 
of Part VI of PTE 84-14 (the “QPAM Exemption”) managed by a “qualified professional 
asset manager” or “QPAM” (within the meaning of Part VI of the QPAM Exemption), no 
employee benefit plan’s assets that are managed by the QPAM in such investment fund, 
when combined with the assets of all other employee benefit plans established or 
maintained by the same employer or by an affiliate (within the meaning of Part VI(c)(1) 
of the QPAM Exemption) of such employer or by the same employee organization and 
managed by such QPAM, represent more than 20% of the total client assets managed by 
such QPAM, the conditions of Part I(c) and (g) of the QPAM Exemption are satisfied, 
neither the QPAM nor a person controlling or controlled by the QPAM maintains an 
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ownership interest in the Company that would cause the QPAM and the Company to be 
“related” within the meaning of Part VI(h) of the QPAM Exemption and (i) the identity 
of such QPAM and (ii) the names of any employee benefit plans whose assets in the 
investment fund, when combined with the assets of all other employee benefit plans 
established or maintained by the same employer or by an affiliate (within the meaning of 
Part VI(c)(1) of the QPAM Exemption) of such employer or by the same employee 
organization, represent 10% or more of the assets of such investment fund, have been 
disclosed to the Company in writing pursuant to this clause (d); or 

 (e) the Source constitutes assets of a “plan(s)” (within the meaning of 
Part IV(h) of PTE 96-23 (the “INHAM Exemption”)) managed by an “in-house asset 
manager” or “INHAM” (within the meaning of Part IV(a) of the INHAM Exemption), 
the conditions of Part I(a), (g) and (h) of the INHAM Exemption are satisfied, neither the 
INHAM nor a person controlling or controlled by the INHAM (applying the definition of 
“control” in Part IV(d)(3) of the INHAM Exemption) owns a 10% or more interest in the 
Company and (i) the identity of such INHAM and (ii) the name(s) of the employee 
benefit plan(s) whose assets constitute the Source have been disclosed to the Company in 
writing pursuant to this clause (e); or 

 (f) the Source is a governmental plan; or 

 (g) the Source is one or more employee benefit plans, or a separate account or 
trust fund comprised of one or more employee benefit plans, each of which has been 
identified to the Company in writing pursuant to this clause (g); or 

 (h) the Source does not include assets of any employee benefit plan, other 
than a plan exempt from the coverage of ERISA. 

As used in this Section 6.2, the terms “employee benefit plan”, “governmental plan”, 
“party in interest” and “separate account” shall have the respective meanings assigned to such 
terms in section 3 of ERISA. 

Section 7. INFORMATION AS TO THE COMPANY. 

Section 7.1. Financial and Business Information.  The Company shall deliver to each 
Purchaser and holder of Notes that is an Institutional Investor: 

 (a) Quarterly Statements — within 60 days after the end of each quarterly 
fiscal period in each fiscal year of the Company (other than the last quarterly fiscal period 
of each such fiscal year), duplicate copies of: 

 (i) a consolidated balance sheet of the Company as at the end of such 
quarter, and 

 (ii) consolidated statements of income, changes in shareholders’ equity 
and cash flows of the Company for such quarter and (in the case of the second and 
third quarters) for the portion of the fiscal year ending with such quarter, 
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setting forth in each case in comparative form the figures for the corresponding periods in the 
previous fiscal year, all in reasonable detail, prepared in accordance with GAAP applicable to 
quarterly financial statements generally, and certified by a Senior Financial Officer as fairly 
presenting, in all material respects, the financial position of the companies being reported on and 
their results of operations and cash flows, subject to changes resulting from year-end 
adjustments; provided that delivery within the time period specified above of copies of the 
Company’s quarterly report containing substantially all the information required to be provided 
under this Section 7.1(a) shall be deemed to satisfy the requirements of this Section 7.1(a); 

 (b) Annual Statements — within 105 days after the end of each fiscal year of 
the Company, duplicate copies of, 

 (i) a consolidated balance sheet of the Company, as at the end of such 
year, and 

 (ii) consolidated statements of income, changes in shareholders’ equity 
and cash flows of the Company, for such year, 

setting forth in each case in comparative form the figures for the previous fiscal year, all 
in reasonable detail, prepared in accordance with GAAP, and accompanied by an opinion 
thereon of independent public accountants of recognized national standing, which 
opinion shall state that such financial statements present fairly, in all material respects, 
the financial position of the companies being reported upon and their results of operations 
and cash flows and have been prepared in conformity with GAAP, and that the 
examination of such accountants in connection with such financial statements has been 
made in accordance with generally accepted auditing standards, and that such audit 
provides a reasonable basis for such opinion in the circumstances; provided that the 
delivery within the time period specified above of the Company’s annual report for such 
fiscal year containing substantially all the information and the opinion of independent 
public accountants required to be provided under this Section 7.1(b) (together with the 
Company’s annual report to shareholders, if any, prepared pursuant to Rule 14a-3 under 
the Exchange Act) shall be deemed to satisfy the requirements of this Section 7.1(b); 

 (c) SEC and Other Reports — promptly upon their becoming available, one 
copy of (i) each financial statement, report, notice or proxy statement sent by the 
Company or any Subsidiary to its principal lending banks as a whole (excluding 
information sent to such banks in the ordinary course of administration of a bank facility, 
such as information relating to pricing and borrowing availability or to its public 
securities holders generally) and (ii) each regular or periodic report, each registration 
statement (without exhibits except as expressly requested by such holder), and each 
prospectus and all amendments thereto filed by the Company or any Subsidiary with the 
SEC and of all press releases and other statements made available generally by the 
Company or any Subsidiary to the public concerning developments that are Material; 
provided, further, that the Company should be deemed to have made such delivery of 
such SEC and other reports if it shall have timely made such SEC and other reports 
available via Electronic Delivery; 
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 (d) Notice of Default or Event of Default — promptly, and in any event within 
five Business Days after a Responsible Officer becoming aware of the existence of any 
Default or Event of Default, a written notice specifying the nature and period of existence 
thereof and what action the Company is taking or proposes to take with respect thereto; 

 (e) Notices from Governmental Authority — promptly, and in any event 
within 30 days of receipt thereof, copies of any notice to the Company or any Subsidiary 
from any Federal or state Governmental Authority relating to any order, ruling, statute or 
other law or regulation that could reasonably be expected to have a Material Adverse 
Effect; and 

 (f) Requested Information — with reasonable promptness, such other data 
and information relating to the business, operations, affairs, financial condition, assets or 
properties of the Company or any of its Subsidiaries (including, but without limitation, 
actual copies of the Company’s financial statements) or relating to the ability of the 
Company to perform its obligations hereunder and under the Notes as from time to time 
may be reasonably requested by any such Purchaser or holder of Notes. 

Section 7.2. Officer’s Certificate.  Each set of financial statements delivered to a 
Purchaser or holder of Notes pursuant to Section 7.1(a) or Section 7.1(b) shall be accompanied 
by a certificate of a Senior Financial Officer setting forth: 

 (a) Covenant Compliance — the information (including detailed calculations) 
required in order to establish whether the Company was in compliance with the 
requirements of Section 10.1 and Section 10.2, inclusive, during the quarterly or annual 
period covered by the statements then being furnished (including with respect to each 
such Section, where applicable, the calculations of the maximum or minimum amount, 
ratio or percentage, as the case may be, permissible under the terms of such Sections, and 
the calculation of the amount, ratio or percentage then in existence), and in the event that 
the Company has made an election to measure any financial liability using fair value 
(which election is being disregarded for purposes of determining compliance with this 
Agreement pursuant to Section 22.3) as to the period covered by any such financial 
statement, such Senior Financial Officer’s certificate as to such period shall include a 
reconciliation from GAAP with respect to such election; and 

 (b) Event of Default — a statement that such Senior Financial Officer has 
reviewed the relevant terms hereof and has made, or caused to be made, under his or her 
supervision, a review of the transactions and conditions of the Company and its 
Subsidiaries from the beginning of the quarterly or annual period covered by the 
statements then being furnished to the date of the certificate and that such review shall 
not have disclosed the existence during such period of any condition or event that 
constitutes a Default or an Event of Default or, if any such condition or event existed or 
exists (including, without limitation, any such event or condition resulting from the 
failure of the Company or any Subsidiary to comply with any Environmental Law), 
specifying the nature and period of existence thereof and what action the Company shall 
have taken or proposes to take with respect thereto. 
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Section 7.3. Visitation.  The Company shall permit the representatives of each 
Purchaser and holder of Notes that is an Institutional Investor: 

 (a) No Default — if no Default or Event of Default then exists, at the expense 
of such Purchaser or holder and upon reasonable prior notice to the Company, to visit the 
principal executive office of the Company, to discuss the affairs, finances and accounts of 
the Company and its Subsidiaries with the Company’s officers, and (with the consent of 
the Company, which consent will not be unreasonably withheld) its independent public 
accountants, and (with the consent of the Company, which consent will not be 
unreasonably withheld) to visit the other offices and properties of the Company and each 
Subsidiary all at such reasonable times and as often as may be reasonably requested in 
writing; and 

 (b) Default — if a Default or Event of Default then exists, at the expense of 
the Company, to visit and inspect any of the offices or properties of the Company or any 
Subsidiary; to examine all their respective books of account, records, reports and other 
papers, to make copies and extracts therefrom, and to discuss their respective affairs, 
finances and accounts with their respective officers and independent public accountants 
(and by this provision the Company authorizes said accountants to discuss the affairs, 
finances and accounts of the Company and its Subsidiaries), all at such times and as often 
as may be requested. 

Section 7.4. Electronic Delivery.  Financial statements, opinions of independent 
certified public accountants, other information and Officer’s Certificates that are required to be 
delivered by the Company pursuant to Sections 7.1(a), (b) or (c) and Section 7.2 shall be 
deemed to have been delivered if the Company satisfies any of the following requirements with 
respect thereto (“Electronic Delivery”): 

 (i) such financial statements satisfying the requirements of Section 7.1(a) or 
(b) and related Officer’s Certificate satisfying the requirements of Section 7.2 are 
delivered to each Purchaser or holder of a Note by e-mail; 

 (ii) the Company shall have timely filed such Form 10-Q or Form 10-K, 
satisfying the requirements of Section 7.1(a) or Section 7.1(b), as the case may be, with 
the SEC on EDGAR and shall have made such form and the related Officer’s Certificate 
satisfying the requirements of Section 7.2 available on its home page on the internet, 
which is located at http://aep.com as of the date of this Agreement; 

 (iii) such financial statements satisfying the requirements of Section 7.1(a) or 
Section 7.1(b) and related Officer’s Certificate(s) satisfying the requirements of Section 
7.2 are timely posted by or on behalf of the Company on IntraLinks or any other similar 
website (including the Company’s home page located at http://aep.com) to which each 
Purchaser or holder of Notes has free access; or 

 (iv) the Company shall have filed any of the items referred to in Section 7.1(c) 
with the SEC on EDGAR and shall have made such items available on its home page on 
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the internet or on IntraLinks or on any other similar website to which each Purchaser or 
holder of Notes has free access; 

provided however, that upon request of any Purchaser or holder to receive paper copies of 
such forms, financial statements and Officer’s Certificates or to receive them by e-mail, 
the Company will promptly e-mail them or deliver such paper copies, as the case may be, 
to such Purchaser or holder. 

Section 8. PREPAYMENT OF THE NOTES. 

Section 8.1. Maturity. As provided therein, the entire unpaid principal balance of each 
series of the Notes shall be due and payable on the stated maturity date thereof. 

Section 8.2. Optional Prepayments with Make-Whole Amount.  (a) At any time prior to 
(i) in the case of the Series A Notes, 90 days prior to the stated maturity date of the Series A 
Notes, and (ii) in the case of the Series B Notes, 90 days prior to the stated maturity date of the 
Series B Notes, the Company may, at its option, upon notice as provided below, prepay at any 
time all, or from time to time any part of, the Notes of any series, in an amount not less than 10% 
of the aggregate principal amount of the Notes of such series then outstanding, at 100% of the 
principal amount so prepaid, together with interest accrued thereon to the date of such 
prepayment, and the Make-Whole Amount determined for the prepayment date with respect to 
such principal amount, and (b) at any time after (i) in the case of the Series A Notes, 90 days 
prior to the stated maturity date of the Series A Notes, and (ii) for the Series B Notes, 90 days 
prior to the stated maturity date of the Series B Notes, the Company may, at its option, upon 
notice as provided below, prepay at any time all, or from time to time any part of, the Notes of 
the relevant series, in an amount not less than 10% of the aggregate principal amount of the 
Notes of such series then outstanding, at 100% of the principal amount so prepaid, together with 
interest accrued thereon to the date of such prepayment; provided that if a Default or Event of 
Default shall have occurred and is continuing, in the case of a prepayment of less than all of the 
Notes, such partial prepayment shall be applied against each series of Notes in proportion to the 
aggregate principal amount outstanding of each series.  The Company will give each holder of 
Notes written notice of each optional prepayment under this Section 8.2 not less than 30 days 
and not more than 60 days prior to the date fixed for such prepayment unless the Company and 
the Required Holders agree to another time period pursuant to Section 17.  Each such notice 
shall specify such date (which shall be a Business Day), the aggregate principal amount of each 
series of the Notes to be prepaid on such date, the principal amount of each Note held by such 
holder to be prepaid (determined in accordance with Section 8.4), and the interest to be paid on 
the prepayment date with respect to such principal amount being prepaid, and shall be 
accompanied by a certificate of a Senior Financial Officer as to the estimated Make-Whole 
Amount due in connection with such prepayment, if applicable (calculated as if the date of such 
notice were the date of the prepayment), setting forth the details of such computation.  Two 
Business Days prior to such prepayment, the Company shall deliver to each holder of Notes a 
certificate of a Senior Financial Officer specifying the calculation of such Make-Whole Amount, 
if applicable, as of the specified prepayment date. 

Section 8.3. Change in Control.   

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 720 of 1829



 

- 18 - 
NY:1625638.14 

(a)Notice of Change in Control or Control Event.  The Company will, within five 
Business Days after any Responsible Officer has knowledge of the occurrence of any 
Change in Control or Control Event, give written notice of such Change in Control or 
Control Event to each holder of Notes and apply to a Rating Agency for a review of the 
then applicable credit rating in respect of the Notes or other Rated Securities; it being 
understood that the Company will at the same time inform such Rating Agency of the 
Change in Control or Control Event. 

(b)Notice of Change in Control Prepayment Event.  The Company will, within five 
Business Days after any Responsible Officer has knowledge of the occurrence of any 
Change in Control Prepayment Event, give written notice of such Change in Control 
Prepayment Event to each holder of Notes and such notice shall contain and constitute an 
offer to prepay Notes as described in subparagraph (c) of this Section 8.3 and shall be 
accompanied by the certificate described in subparagraph (f) of this Section 8.3. 

(c)Offer to Prepay Notes.  The offer to prepay Notes contemplated by subparagraph (b) 
of this Section 8.3 shall be an offer to prepay, in accordance with and subject to this 
Section 8.3, all, but not less than all, the Notes held by each holder (in this case only, 
“holder” in respect of any Note registered in the name of a nominee for a disclosed 
beneficial owner shall mean such beneficial owner) on a date (which date shall be a 
Business Day) specified in such offer (the “Proposed Prepayment Date”).  Such date 
shall be not more than 60 days after the date of such offer (if the Proposed Prepayment 
Date shall not be specified in such offer, the Proposed Prepayment Date shall be the first 
Business Day after the 45th day after the date of such offer). 

(d)Acceptance/Rejection.  A holder of Notes may accept the offer to prepay made 
pursuant to this Section 8.3 by causing a notice of such acceptance to be delivered to the 
Company not later than 15 days after receipt by such holder of the most recent offer of 
prepayment.  A failure by a holder of Notes to respond to an offer to prepay made 
pursuant to this Section 8.3 shall be deemed to constitute a rejection of such offer by 
such holder. 

(e)Prepayment.  Prepayment of the Notes to be prepaid pursuant to this Section 8.3 shall 
be at 100% of the principal amount of such Notes, together with interest on such Notes 
accrued to the date of prepayment, but without Make-Whole Amount or other premium.  
The prepayment shall be made on the Proposed Prepayment Date. 

(f)Officer’s Certificate.  Each offer to prepay the Notes pursuant to this Section 8.3 shall 
be accompanied by a certificate, executed by a Senior Financial Officer of the Company 
and dated the date of such offer, specifying: (i) the Proposed Prepayment Date; (ii) that 
such offer is made pursuant to this Section 8.3; (iii) the principal amount of each Note 
offered to be prepaid; (iv) the interest that would be due on each Note offered to be 
prepaid, accrued to the Proposed Prepayment Date; (v) that the conditions of this 
Section 8.3 have been fulfilled; and (vi) in reasonable detail, the nature and date of the 
Change in Control. 
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(g)Certain Definitions.  “Change in Control” shall be deemed to have occurred if any 
person (as such term is used in Section 13(d) and Section 14(d)(2) of the Exchange Act as 
in effect on the date of the Closing) or related persons constituting a group (as such term 
is used in Rule 13d-5 under the Exchange Act), other than AEP or any of its wholly-
owned direct or indirect subsidiaries, 

 (i) become the “beneficial owners” (as such term is used in Rule 13d-3 under 
the Exchange Act as in effect on the date of the Closing), directly or indirectly, of more 
than 50% of the total voting power of all classes then outstanding of the Company’s 
Voting Stock, or 

 (ii) acquire after the date of the Closing (x) the power to elect, appoint or 
cause the election or appointment of at least a majority of the members of the board of 
directors of the Company, through beneficial ownership of the capital stock of the 
Company or otherwise, or (y) all or substantially all of the properties and assets of the 
Company. 

A “Change in Control Prepayment Event” occurs if, within the period of 120 days from 
and including the date on which a Change in Control occurs, either  

 (i)  there are Rated Securities outstanding at the time of such Change in 
Control and a Rating Downgrade in respect of such Change in Control occurs, or  

 (ii)  at such time there are no Rated Securities and the Company fails to obtain 
(whether by failing to seek a rating or otherwise) either  

 (A) a Corporate Credit Rating, or  

 (B) a rating of any other unsecured and unsubordinated Indebtedness 
which has a remaining maturity of five years or more (and which does not have 
the benefit of a guarantee from any Person other than any such Person that at such 
time also so guarantees the obligations of the Company under this Agreement and 
the Notes) of either (1) the Company or (2) the Person which has acquired the 
Company as a result of such Change in Control, so long as such Person has 
become an obligor under or guarantor of the Notes pursuant to documentation 
reasonably satisfactory to the Required Holders,   

from a Rating Agency, of at least Investment Grade (a “Negative Rating Event”), in each 
case after giving pro forma effect to the transaction giving rise to such Change in Control.   

For the avoidance of doubt, a Change in Control and the related Rating Downgrade or, as the 
case may be, Negative Rating Event, together (but not individually) constitute the Change in 
Control Prepayment Event).   

“Control Event” means: 

 (i) the execution by the Company or any of its Subsidiaries or Affiliates of 
any agreement or letter of intent with respect to any proposed transaction or event or 
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series of transactions or events which, individually or in the aggregate, may reasonably 
be expected to result in a Change in Control, 

 (ii) the execution of any written agreement which, when fully performed by 
the parties thereto, would result in a Change in Control, or 

 (iii) the making of any written offer by any person (as such term is used in 
Section 13(d) and Section 14(d)(2) of the Exchange Act as in effect on the date of the 
Closing) or related persons constituting a group (as such term is used in Rule 13d-5 under 
the Exchange Act as in effect on the date of the Closing) to the holders of the common 
stock of the Company, which offer, if accepted by the requisite number of holders, would 
result in a Change in Control. 

“Corporate Credit Rating” means a rating of the Company or of the Person which 
acquires control of the Company as a result of a Change in Control if such Person has become an 
obligor under or guarantor of the Notes pursuant to documentation reasonably satisfactory to the 
Required Holders, of at least Investment Grade. 

“Investment Grade” means a rating of BBB-/Baa3 (as applicable), or their respective 
equivalents for the time being, or better; provided, if such rating is “BBB-” in the case of S&P or 
“Baa3” in the case of Moody’s, then such Person or Indebtedness shall not have been placed on 
“credit watch” and shall not have a “negative outlook” from S&P and Moody’s. 

“Rated Securities” means the Notes, if at any time and for so long as they shall have a 
rating from a Rating Agency, and otherwise any other unsecured and unsubordinated 
Indebtedness of the Company having a remaining maturity of five years or more (and which does 
not have the benefit of a guarantee from any Person other than any such Person that at such time 
also so guarantees the obligations of the Company under this Agreement and the Notes) which is 
rated by a Rating Agency. 

“Rating Agency” means Standard & Poor’s Ratings Services (“S&P”) or Moody’s 
Investors Service, Inc. (“Moody’s”) or any of their respective subsidiaries and their successors; 
provided, that if either of Moody’s or S&P ceases to provide rating services to issuers or 
investors, the Company may appoint a replacement for such Rating Agency that is reasonably 
acceptable to Bankers Trust Company and its successors and assigns, the trustee under the 
Indenture, dated as of September 1, 1997, by and between the Company and Bankers Trust 
Company. 

“Rating Downgrade” shall be deemed to have occurred in respect of a Change in Control 
if, within 120 days from and including the date on which the Change in Control occurs, the 
rating assigned to the Rated Securities by any Rating Agency (whether provided at the invitation 
of the Company or of its own volition) which is current immediately before the time the Change 
in Control occurs (i) if Investment Grade, is either lowered by such Rating Agency such that it is 
no longer Investment Grade or withdrawn and not replaced by an Investment Grade rating of 
another Rating Agency or (ii) if below Investment Grade, is not raised by such Rating Agency to 
Investment Grade. 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 723 of 1829



 

- 21 - 
NY:1625638.14 

All calculations contemplated in this Section 8.3 involving the capital stock of any Person shall 
be made with the assumption that all convertible Securities of such Person then outstanding and 
all convertible Securities issuable upon the exercise of any warrants, options and other rights 
outstanding at such time were converted at such time and that all options, warrants and similar 
rights to acquire shares of capital stock of such Person were exercised at such time.   

Section 8.4. Allocation of Partial Prepayments.  In the case of each partial prepayment 
of the Notes pursuant to Section 8.2, the principal amount of the Notes of any series to be 
prepaid shall be allocated pro rata among all of the Notes of such series of the Notes being 
prepaid at such time in proportion, as nearly as practicable, to the respective unpaid principal 
amounts thereof not theretofore called for prepayment.  All partial prepayments made pursuant to 
Section 8.3 shall be applied only to the Notes of the holders who have elected to participate in 
such prepayment. 

Section 8.5. Maturity; Surrender, Etc.  In the case of each prepayment of Notes 
pursuant to this Section 8, the principal amount of each Note to be prepaid shall mature and 
become due and payable on the date fixed for such prepayment (which shall be a Business Day), 
together with interest on such principal amount accrued to such date and the applicable 
Make-Whole Amount, if any.  From and after such date, unless the Company shall fail to pay 
such principal amount when so due and payable, together with the interest and Make-Whole 
Amount, if any, as aforesaid, interest on such principal amount shall cease to accrue.  Any Note 
paid or prepaid in full shall be surrendered to the Company and cancelled and shall not be 
reissued, and no Note shall be issued in lieu of any prepaid principal amount of any Note. 

Section 8.6. Purchase of Notes.  The Company will not and will not permit any 
Affiliate to purchase, redeem, prepay or otherwise acquire, directly or indirectly, any of the 
outstanding Notes except (a) upon the payment or prepayment of the Notes in accordance with 
the terms of this Agreement and the Notes or (b) pursuant to an offer to purchase made by the 
Company or an Affiliate pro rata to the holders of all Notes at the time outstanding upon the 
same terms and conditions.  Any such offer shall provide each holder with sufficient information 
to enable it to make an informed decision with respect to such offer, and shall remain open for at 
least 10 Business Days.  If the holders of more than 25% of the principal amount of the Notes 
then outstanding accept such offer, the Company shall promptly notify the remaining holders of 
such fact and the expiration date for the acceptance by holders of Notes of such offer shall be 
extended by the number of days necessary to give each such remaining holder at least 5 Business 
Days from its receipt of such notice to accept such offer.  The Company will promptly cancel all 
Notes acquired by it or any Affiliate pursuant to any payment, prepayment or purchase of Notes 
pursuant to any provision of this Agreement and no Notes may be issued in substitution or 
exchange for any such Notes. 

Section 8.7. Make-Whole Amount.  The term “Make-Whole Amount” means, with 
respect to any Note, an amount equal to the excess, if any, of the Discounted Value of the 
Remaining Scheduled Payments with respect to the Called Principal of such Note over the 
amount of such Called Principal; provided that the Make-Whole Amount may in no event be less 
than zero.  For the purposes of determining the Make-Whole Amount, the following terms have 
the following meanings: 
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“Called Principal” means, with respect to any Note, the principal of such Note 
that is to be prepaid pursuant to Section 8.2 or has become or is declared to be 
immediately due and payable pursuant to Section 12.1, as the context requires. 

“Discounted Value” means, with respect to the Called Principal of any Note, the 
amount obtained by discounting all Remaining Scheduled Payments with respect to such 
Called Principal from their respective scheduled due dates to the Settlement Date with 
respect to such Called Principal, in accordance with accepted financial practice and at a 
discount factor (applied on the same periodic basis as that on which interest on such Note 
is payable) equal to the Reinvestment Yield with respect to such Called Principal. 

“Reinvestment Yield” means, with respect to the Called Principal of any Note, 
0.50% (50 basis points) over the yield to maturity implied by (i) the yields reported as of 
10:00 a.m. (New York City time) on the second Business Day preceding the Settlement 
Date with respect to such Called Principal, on the display designated as “Page PX1” (or 
such other display as may replace Page PX1) on Bloomberg Financial Markets for the 
most recently issued actively traded on the run U.S. Treasury securities having a maturity 
equal to the Remaining Average Life of such Called Principal as of such Settlement Date, 
or (ii) if such yields are not reported as of such time or the yields reported as of such time 
are not ascertainable (including by way of interpolation), the Treasury Constant Maturity 
Series Yields reported, for the latest day for which such yields have been so reported as 
of the second Business Day preceding the Settlement Date with respect to such Called 
Principal, in Federal Reserve Statistical Release H.15 (or any comparable successor 
publication) for actively traded U.S. Treasury securities having a constant maturity equal 
to the Remaining Average Life of such Called Principal as of such Settlement Date.  In 
the case of each determination under clause (i) or clause (ii), as the case may be, of the 
preceding sentence, such implied yield will be determined, if necessary, by (a) converting 
U.S. Treasury bill quotations to bond-equivalent yields in accordance with accepted 
financial practice and (b) interpolating linearly between (1) the most recently issued 
actively traded, on the run U.S. Treasury security with the maturity closest to and greater 
than such Remaining Average Life and (2) the most recently issued actively traded on the 
run U.S. Treasury security with the maturity closest to and less than such Remaining 
Average Life.  The Reinvestment Yield shall be rounded to the number of decimal places 
as appears in the interest rate of the applicable Note. 

“Remaining Average Life” means, with respect to any Called Principal, the 
number of years (calculated to the nearest one-twelfth year) obtained by dividing (a) such 
Called Principal into (b) the sum of the products obtained by multiplying (i) the principal 
component of each Remaining Scheduled Payment with respect to such Called Principal 
by (ii) the number of years (calculated to the nearest one-twelfth year) that will elapse 
between the Settlement Date with respect to such Called Principal and the scheduled due 
date of such Remaining Scheduled Payment. 

“Remaining Scheduled Payments” means, with respect to the Called Principal of 
any Note, all payments of such Called Principal and interest thereon that would be due 
after the Settlement Date with respect to such Called Principal if no payment of such 
Called Principal were made prior to its scheduled due date; provided that if such 
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Settlement Date is not a date on which interest payments are due to be made under the 
terms of such Note, then the amount of the next succeeding scheduled interest payment 
will be reduced by the amount of interest accrued to such Settlement Date and required to 
be paid on such Settlement Date pursuant to Section 8.2 or 12.1. 

“Settlement Date” means, with respect to the Called Principal of any Note, the 
date on which such Called Principal is to be prepaid pursuant to Section 8.2 or has 
become or is declared to be immediately due and payable pursuant to Section 12.1, as the 
context requires. 

Section 9. AFFIRMATIVE COVENANTS. 

From the date of this Agreement until the Second Closing and thereafter, so long as any 
of the Notes are outstanding, the Company covenants that: 

Section 9.1. Compliance with Laws.  Without limiting Section 10.6, the Company will, 
and will cause each of its Subsidiaries to, comply with all laws, ordinances or governmental rules 
or regulations to which each of them is subject, including, without limitation, ERISA, 
Environmental Laws, the USA Patriot Act and the other laws and regulations that are referred to 
in Section 5.16, and will obtain and maintain in effect all licenses, certificates, permits, 
franchises and other governmental authorizations necessary to the ownership of their respective 
properties or to the conduct of their respective businesses, in each case to the extent necessary to 
ensure that non-compliance with such laws, ordinances or governmental rules or regulations or 
failures to obtain or maintain in effect such licenses, certificates, permits, franchises and other 
governmental authorizations would not, individually or in the aggregate, reasonably be expected 
to have a Material Adverse Effect. 

Section 9.2. Insurance.  The Company will, and will cause each of its Subsidiaries to, 
maintain, with financially sound and reputable insurers, insurance with respect to their respective 
properties and businesses against such casualties and contingencies, of such types, on such terms 
and in such amounts (including deductibles, co-insurance and self-insurance, if adequate reserves 
are maintained with respect thereto) as is customary in the case of entities of established 
reputations engaged in the same or a similar business, owning similar properties and located in 
the same general area as the Company and its Subsidiaries, except where any failure to maintain 
such insurance would not, individually or in the aggregate, reasonably be expected to have a 
Material Adverse Effect; provided, however, that so long as no Event of Default hereunder shall 
have occurred and be continuing, the Company may self-insure by way of deductibles, through 
its captive insurance company, or otherwise, such amount as is customarily maintained on 
similar properties by companies of similar size and financial standing and having similar 
operations and to the extent consistent with prudent business practices. 

Section 9.3. Maintenance of Properties.  The Company will, and will cause each of its 
Subsidiaries to, maintain and keep, or cause to be maintained and kept, their respective 
properties in good repair, working order and condition (other than ordinary wear and tear), so 
that the business carried on in connection therewith may be properly conducted at all times; 
provided that this Section 9.3 shall not prevent the Company or any Subsidiary from 
discontinuing the operation and the maintenance of any of its properties if such discontinuance is 
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desirable in the conduct of its business and the Company has concluded that such discontinuance 
would not, individually or in the aggregate, reasonably be expected to have a Material Adverse 
Effect. 

Section 9.4. Payment of Taxes and Claims.  The Company will, and will cause each of 
its Subsidiaries to, file all tax returns required to be filed in any jurisdiction and to pay and 
discharge all taxes shown to be due and payable on such returns and all other taxes, assessments, 
governmental charges, or levies imposed on them or any of their properties, assets, income or 
franchises, to the extent the same have become due and payable and before they have become 
delinquent and all claims for which sums have become due and payable that have or might 
become a Lien on properties or assets of the Company or any Subsidiary; provided that neither 
the Company nor any Subsidiary need pay any such tax, assessment, charge, levy or claim if 
(a) the amount, applicability or validity thereof is contested by the Company or such Subsidiary 
on a timely basis in good faith and in appropriate proceedings, and the Company has established 
adequate reserves therefor in accordance with GAAP on the books of the Company or such 
Subsidiary or (b) the nonpayment of all such taxes, assessments, charges, levies and claims in the 
aggregate would not reasonably be expected to have a Material Adverse Effect. 

Section 9.5. Legal Existence, Etc.  Subject to Section 10.3, the Company will at all 
times preserve and keep in full force and effect its legal existence and the Company will at all 
times preserve and keep in full force and effect the legal existence of each of its Subsidiaries 
(unless merged into the Company or a Wholly-owned Subsidiary) and all rights and franchises of 
the Company and its Subsidiaries unless, in the good faith judgment of the Company, the 
termination of or failure to preserve and keep in full force and effect such legal existence, right 
or franchise would not, individually or in the aggregate, have a Material Adverse Effect. 

Section 9.6. Notes to Rank Pari Passu.  The Notes and all other obligations under this 
Agreement of the Company are and at all times shall rank at least pari passu in right of payment 
with all other present and future unsecured Indebtedness (actual or contingent) of the Company 
which is not expressed to be subordinate or junior in rank to any other unsecured Indebtedness of 
the Company. 

Section 9.7. Books and Records.  The Company will, and will cause each of its 
Subsidiaries to, maintain proper books of record and account in conformity with GAAP and all 
applicable requirements of any Governmental Authority having legal or regulatory jurisdiction 
over the Company, or such Subsidiary, as the case may be.  The Company will keep books, 
records and accounts which, in reasonable detail, accurately reflect all transactions and 
dispositions of assets.  The Company has devised a system of internal accounting controls 
sufficient to provide reasonable assurances that its books, records and accounts accurately reflect 
all transactions and dispositions of assets and the Company will, and will cause each of its 
Subsidiaries to, continue to maintain such system. 

Section 10. NEGATIVE COVENANTS. 

From the date of this Agreement until the Second Closing and thereafter, so long as any 
of the Notes are outstanding, the Company covenants that: 
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Section 10.1. Leverage Ratio.  The Company will maintain a ratio of Consolidated 
Indebtedness to Consolidated Capital as of the last day of each March, June, September and 
December of not greater than 0.70 to 1.00.  

Section 10.2. Limitation on Secured Debt.  The Company shall not create or suffer to be 
created or to exist or permit any of its Subsidiaries to create or suffer to be created or to exist any 
additional mortgage, pledge, security interest, or other lien (collectively “Liens”) on any utility 
properties or tangible assets now owned or hereafter acquired by the Company or its Subsidiaries 
to secure any Indebtedness for borrowed money (“Secured Debt”), without providing that the 
Notes will be similarly secured.  This restriction does not prevent the creation or existence of: 

 (a) Liens on property existing at the time of acquisition or construction of 
such property (or created within one year after completion of such acquisition or 
construction), whether by purchase, merger, construction or otherwise, or to secure the 
payment of all or any part of the purchase price or construction cost thereof, including the 
extension of any Liens to repairs, renewals, replacements, substitutions, betterments, 
additions, extensions and improvements then or thereafter made on the property subject 
thereto; 

 (b) financing of the Company’s accounts receivable for electric service; 

 (c) any extensions, renewals or replacements (or successive extensions, 
renewals or replacements), in whole or in part, of Liens permitted by the foregoing 
clauses; and 

 (d) the pledge of any bonds or other Securities at any time issued under any of 
the Secured Debt permitted by the above clauses. 

In addition to the permitted issuances above, Secured Debt not otherwise so permitted may be 
issued in an amount that does not exceed 15% of Net Tangible Assets as defined below; provided 
that, notwithstanding the foregoing, in the event that at any time the Company provides a Lien to 
or for the benefit of the lenders under a Credit Facility or an agent on their behalf, then the 
Company will grant to and for the benefit of the holders of the Notes a similar first priority Lien 
(subject only to Liens otherwise permitted by this Section 10.2, and ranking pari passu with the 
Lien provided to or for the benefit of the lenders and/or the agent, as the case may be, under such 
Credit Facility), over the same assets, property and undertaking of the Company as those 
encumbered in respect of such Credit Facility, in form and substance satisfactory to the Required 
Holders with such security to be the subject of an intercreditor agreement among the lenders 
and/or the agent, as the case may be, under such Credit Facility or the agent on their behalf, as 
the case may be, and the holders of Notes, which shall be satisfactory in form and substance to 
the Required Holders. 

“Net Tangible Assets” means the total of all assets (including revaluations thereof as a 
result of commercial appraisals, price level restatement or otherwise) appearing on the 
Company’s balance sheet, net of applicable reserves and deductions, but excluding goodwill, 
trade names, trademarks, patents, unamortized debt discount, energy trading contracts, regulatory 
assets, deferred charges and all other like intangible assets (which term shall not be construed to 
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include such revaluations), less the aggregate of the Company’s current liabilities appearing on 
such balance sheet. 

This restriction also will not apply to or prevent the creation or existence of leases 
(operating or capital) made, or existing on property acquired, in the ordinary course of business. 

Section 10.3. Mergers, Consolidations, Etc.  The Company will not, and will not permit 
any Subsidiary to, consolidate with or be a party to a merger with any other Person, or sell, lease 
or otherwise dispose of all or substantially all of its assets; provided that: 

 (a) any Subsidiary may merge or consolidate with or into the Company or any 
Wholly-owned Subsidiary so long as in (i) any merger or consolidation involving the 
Company, the Company shall be the surviving or continuing corporation and (ii) in any 
merger or consolidation involving a Wholly-owned Subsidiary (and not the Company), 
the Wholly-owned Subsidiary shall be the surviving or continuing corporation or limited 
liability company; 

 (b) the Company may consolidate or merge with or into any other corporation 
or limited liability company if (i) the corporation or limited liability company which 
results from such consolidation or merger (the “Surviving Person”) is organized under 
the laws of any state of the United States or the District of Columbia, (ii) the due and 
punctual payment of the principal of and premium, if any, and interest on all of the Notes, 
according to their tenor, and the due and punctual performance and observation of all of 
the covenants in the Notes and this Agreement to be performed or observed by the 
Company are expressly assumed in writing by the Surviving Person pursuant to an 
agreement satisfactory to the Required Holders and the Surviving Person shall furnish to 
the holders of the Notes an opinion of counsel satisfactory to the Required Holders to the 
effect that the instrument of assumption has been duly authorized, executed and delivered 
and constitutes the legal, valid and binding contract and agreement of the Surviving 
Person enforceable in accordance with its terms, except as enforcement of such terms 
may be limited by bankruptcy, insolvency, reorganization, moratorium and similar laws 
affecting the enforcement of creditors’ rights generally and by general equitable 
principles, and (iii) at the time of such consolidation or merger and immediately after 
giving effect thereto, no Default or Event of Default would exist;  

 (c) the Company may sell or otherwise dispose of all or substantially all of its 
assets to any Person for consideration which represents the fair market value of such 
assets (as determined in good faith by the Board of Directors of the Company) at the time 
of such sale or other disposition if (i) the acquiring Person (the “Acquiring Person”) is a 
corporation or limited liability company organized under the laws of any state of the 
United States or the District of Columbia, (ii) the due and punctual payment of the 
principal of and premium, if any, and interest on all the Notes, according to their tenor, 
and the due and punctual performance and observance of all of the covenants in the Notes 
and in this Agreement to be performed or observed by the Company are expressly 
assumed in writing by the Acquiring Person pursuant to an agreement satisfactory to the 
Required Holders and the Acquiring Person shall furnish to the holders of the Notes an 
opinion of counsel satisfactory to the Required Holders to the effect that the instrument of 
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assumption has been duly authorized, executed and delivered and constitutes the legal, 
valid and binding contract and agreement of such Acquiring Person enforceable in 
accordance with its terms, except as enforcement of such terms may be limited by 
bankruptcy, insolvency, reorganization, moratorium and similar laws affecting the 
enforcement of creditors’ rights generally and by general equitable principles, and (iii) at 
the time of such sale or disposition and immediately after giving effect thereto, no 
Default or Event of Default would exist. 

Section 10.4. Transactions with Affiliates.  The Company will not and will not permit 
any Subsidiary to enter into directly or indirectly any transaction or group of related transactions 
(including without limitation the purchase, lease, sale or exchange of properties of any kind or 
the rendering of any service) with any Affiliate (other than the Company or another Subsidiary), 
except in the ordinary course and pursuant to the reasonable requirements of the Company’s or 
such Subsidiary’s business.  

Section 10.5. Line of Business.  The Company will not and will not permit any 
Subsidiary to engage in any business if, as a result, the general nature of the business in which 
the Company and its Subsidiaries, taken as a whole, would then be engaged would be 
substantially changed from the general nature of the business in which the Company is engaged 
on the date of this Agreement as described in the Memorandum. 

Section 10.6. Terrorism Sanctions Regulations.  The Company will not and will not 
permit any Controlled Entity (a) to become (including by virtue of being owned or controlled by 
a Blocked Person), own or control a Blocked Person or any Person that is the target of sanctions 
imposed by the United Nations or by the European Union, or (b) directly or indirectly to have 
any investment in or engage in any dealing or transaction (including, without limitation, any 
investment, dealing or transaction involving the proceeds of the Notes) with any Person if such 
investment, dealing or transaction (i) would cause any Purchaser or holder to be in violation of 
any law or regulation applicable to such holder, or (ii) is prohibited by or subject to sanctions 
under any U.S. Economic Sanctions, or (c) to engage, nor shall any Affiliate of either engage, in 
any activity that could subject such Person or any Purchaser or holder to sanctions under 
CISADA or any similar law or regulation with respect to Iran or any other country that is subject 
to U.S. Economic Sanctions. 

Section 11. EVENTS OF DEFAULT. 

An “Event of Default” shall exist if any of the following conditions or events shall occur 
and be continuing: 

 (a) the Company defaults in the payment of any principal or Make-Whole 
Amount, if any, on any Note when the same becomes due and payable, whether at 
maturity or at a date fixed for prepayment or by declaration or otherwise; or 

 (b) the Company defaults in the payment of any interest on any Note for more 
than five Business Days after the same becomes due and payable; or 

 (c) the Company defaults in the performance of or compliance with any term 
contained in Section 7.1(d) or Sections 10.1 through 10.3; or 
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 (d) the Company defaults in the performance of or compliance with any term 
contained herein (other than those referred to in Sections 11(a), (b) and (c)) and such 
default is not remedied within 30 days after the earlier of (i) a Responsible Officer 
obtaining actual knowledge of such default and (ii) the Company receiving written notice 
of such default from any holder of a Note (any such written notice to be identified as a 
“notice of default” and to refer specifically to this Section 11(d)); or 

 (e) any representation or warranty made in writing by or on behalf of the 
Company or by any officer of the Company in this Agreement or in any writing furnished 
in connection with the transactions contemplated hereby proves to have been false or 
incorrect in any material respect on the date as of which made; or 

 (f) any event shall occur or condition shall exist under any agreement or 
instrument relating to Indebtedness of the Company or any Subsidiary (but excluding 
Indebtedness outstanding hereunder) outstanding in a principal or notional amount of at 
least $50,000,000 in the aggregate if the effect of such event or condition is to accelerate 
or require early termination of the maturity or tenor of such Indebtedness, or any such 
Indebtedness shall be declared to be due and payable, or required to be prepaid or 
redeemed (other than by a regularly scheduled required prepayment or redemption), 
terminated, purchased or defeased, or an offer to prepay, redeem, purchase or defease 
such Indebtedness shall be required to be made, in each case prior to the stated maturity 
or the original tenor thereof; or 

 (g) the Company or any Significant Subsidiary (i) is generally not paying, or 
admits in writing its inability to pay, its debts as they become due, (ii) files, or consents 
by answer or otherwise to the filing against it of, a petition for relief or reorganization or 
arrangement or any other petition in bankruptcy, for liquidation or to take advantage of 
any bankruptcy, insolvency, reorganization, moratorium or other similar law of any 
jurisdiction, (iii) makes an assignment for the benefit of its creditors, (iv) consents to the 
appointment of a custodian, receiver, trustee or other officer with similar powers with 
respect to it or with respect to any substantial part of its property, (v) is adjudicated as 
insolvent or to be liquidated, or (vi) takes corporate action for the purpose of any of the 
foregoing; or 

 (h) a court or Governmental Authority of competent jurisdiction enters an 
order appointing, without consent by the Company or any of its Significant Subsidiaries, 
a custodian, receiver, trustee or other officer with similar powers with respect to it or with 
respect to any substantial part of its property, or constituting an order for relief or 
approving a petition for relief or reorganization or any other petition in bankruptcy or for 
liquidation or to take advantage of any bankruptcy or insolvency law of any jurisdiction, 
or ordering the dissolution, winding-up or liquidation of the Company or any of its 
Significant Subsidiaries, or any such petition shall be filed against the Company or any of 
its Significant Subsidiaries and such petition shall not be dismissed within 60 days; or 

 (i) any judgment or order for the payment of money in excess of $50,000,000 
to the extent not paid or insured shall be rendered against the Company or any Subsidiary 
and either (i) enforcement proceedings shall have been commenced by any creditor upon 
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such judgment or order or (ii) there shall be any period of 30 consecutive days during 
which a stay of enforcement of such judgment or order, by reason of a pending appeal or 
otherwise, shall not be in effect; or 

 (j) if (i) any Plan which is a pension plan within the meaning of section 3(2) 
of ERISA shall fail to satisfy the minimum funding standards of ERISA or the Code for 
any plan year or part thereof or a waiver of such standards or extension of any 
amortization period is sought or granted under section 412 of the Code, (ii) a notice of 
intent to terminate any Plan shall have been or is reasonably expected to be filed with the 
PBGC or the PBGC shall have instituted proceedings under ERISA section 4042 to 
terminate or appoint a trustee to administer any Plan or the PBGC shall have notified the 
Company or any ERISA Affiliate that a Plan may become a subject of any such 
proceedings, (iii) the aggregate “amount of unfunded benefit liabilities” (within the 
meaning of section 4001(a)(18) of ERISA) under all Plans, determined in accordance 
with Title IV of ERISA, shall exceed an amount that would reasonably be expected to 
have a Material Adverse Effect, (iv) the Company or any ERISA Affiliate shall have 
incurred or is reasonably expected to incur any liability with respect to any Plan pursuant 
to Title I or IV of ERISA or the penalty or excise tax provisions of the Code relating to 
employee benefit plans, (v) the Company or any ERISA Affiliate withdraws from any 
Multiemployer Plan, or (vi) the Company or any Subsidiary establishes or amends any 
employee welfare benefit plan that provides post-employment welfare benefits in a 
manner that would increase the liability of the Company or any Subsidiary thereunder; 
and any such event or events described in clauses (i) through (vi) above, either 
individually or together with any other such event or events, could reasonably be 
expected to have a Material Adverse Effect. 

As used in Section 11(j), the terms “employee benefit plan” and “employee welfare benefit 
plan” shall have the respective meanings assigned to such terms in section 3 of ERISA. 

Section 12. REMEDIES ON DEFAULT, ETC. 

Section 12.1. Acceleration.  (a) If an Event of Default with respect to the Company 
described in Section 11(g) or (h) (other than an Event of Default described in clause (i) of 
Section 11(g) or described in clause (vi) of Section 11(g) by virtue of the fact that such clause 
encompasses clause (i) of Section 11(g)) has occurred, all the Notes then outstanding shall 
automatically become immediately due and payable. 

 (b) If any other Event of Default has occurred and is continuing, any holder or holders 
of more than 50% in principal amount of the Notes at the time outstanding may at any time at its 
or their option, by notice or notices to the Company, declare all the Notes then outstanding to be 
immediately due and payable. 

 (c) If any Event of Default described in Section 11(a) or (b) has occurred and is 
continuing, any holder or holders of Notes at the time outstanding affected by such Event of 
Default may at any time, at its or their option, by notice or notices to the Company, declare all 
the Notes held by it or them to be immediately due and payable. 
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Upon any Notes becoming due and payable under this Section 12.1, whether 
automatically or by declaration, such Notes will forthwith mature and the entire unpaid principal 
amount of such Notes, plus (i) all accrued and unpaid interest thereon (including, but not limited 
to, interest accrued thereon at the applicable Default Rate) and (ii) the Make-Whole Amount 
determined in respect of such principal amount (to the full extent permitted by applicable law), 
shall all be immediately due and payable, in each and every case without presentment, demand, 
protest or further notice, all of which are hereby waived.  The Company acknowledges, and the 
parties hereto agree, that each holder of a Note has the right to maintain its investment in the 
Notes free from repayment by the Company (except as herein specifically provided for), and that 
the provision for payment of a Make-Whole Amount by the Company in the event that the Notes 
are prepaid or are accelerated as a result of an Event of Default, is intended to provide 
compensation for the deprivation of such right under such circumstances. 

Section 12.2. Other Remedies.  If any Default or Event of Default has occurred and is 
continuing, and irrespective of whether any Notes have become or have been declared 
immediately due and payable under Section 12.1, the holder of any Note at the time outstanding 
may proceed to protect and enforce the rights of such holder by an action at law, suit in equity or 
other appropriate proceeding, whether for the specific performance of any agreement contained 
herein or in any Note, or for an injunction against a violation of any of the terms hereof or 
thereof, or in aid of the exercise of any power granted hereby or thereby or by law or otherwise. 

Section 12.3. Rescission.  At any time after any Notes have been declared due and 
payable pursuant to Section 12.1(b) or (c), the holders of not less than 51% in principal amount 
of the Notes then outstanding, by written notice to the Company, may rescind and annul any such 
declaration and its consequences if (a) the Company has paid all overdue interest on the Notes, 
all principal of and Make-Whole Amount, if any, on any Notes that are due and payable and are 
unpaid other than by reason of such declaration, and all interest on such overdue principal and 
Make-Whole Amount, if any, and (to the extent permitted by applicable law) any overdue 
interest in respect of the Notes, at the applicable Default Rate, (b) neither the Company nor any 
other Person shall have paid any amounts which have become due solely by reason of such 
declaration, (c) all Events of Default and Defaults, other than non-payment of amounts that have 
become due solely by reason of such declaration, have been cured or have been waived pursuant 
to Section 17, and (d) no judgment or decree has been entered for the payment of any monies 
due pursuant hereto or to the Notes.  No rescission and annulment under this Section 12.3 will 
extend to or affect any subsequent Event of Default or Default or impair any right consequent 
thereon. 

Section 12.4. No Waivers or Election of Remedies, Expenses, Etc.  No course of dealing 
and no delay on the part of any holder of any Note in exercising any right, power or remedy shall 
operate as a waiver thereof or otherwise prejudice such holder’s rights, powers or remedies.  No 
right, power or remedy conferred by this Agreement or by any Note upon any holder thereof 
shall be exclusive of any other right, power or remedy referred to herein or therein or now or 
hereafter available at law, in equity, by statute or otherwise.  Without limiting the obligations of 
the Company under Section 15, the Company will pay to the holder of each Note on demand 
such further amount as shall be sufficient to cover all costs and expenses of such holder incurred 
in any enforcement or collection under this Section 12, including, without limitation, reasonable 
attorneys’ fees, expenses and disbursements of one special counsel for all holders of the Notes. 
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Section 13. REGISTRATION; EXCHANGE; SUBSTITUTION OF NOTES. 

Section 13.1. Registration of Notes.  The Company shall keep at its principal executive 
office a register for the registration and registration of transfers of Notes.  The name and address 
of each holder of one or more Notes, each transfer thereof and the name and address of each 
transferee of one or more Notes shall be registered in such register.  If any holder of one or more 
Notes is a nominee, then (a) the name and address of the beneficial owner of such Note or Notes 
shall also be registered in such register as an owner and holder thereof and (b) at any such 
beneficial owner’s option, either such beneficial owner or its nominee may execute any 
amendment, waiver or consent pursuant to this Agreement.  Prior to due presentment for 
registration of transfer, the Person(s) in whose name any Note(s) shall be registered shall be 
deemed and treated as the owner and holder thereof for all purposes hereof, and the Company 
shall not be affected by any notice or knowledge to the contrary.  The Company shall give to any 
holder of a Note that is an Institutional Investor promptly upon request therefor, a complete and 
correct copy of the names and addresses of all registered holders of Notes. 

Section 13.2. Transfer and Exchange of Notes.  Upon surrender of any Note to the 
Company at the address and to the attention of the designated officer (all as specified in 
Section 18(iii)) for registration of transfer or exchange (and in the case of a surrender for 
registration of transfer accompanied by a written instrument of transfer duly executed by the 
registered holder of such Note or such holder’s attorney duly authorized in writing and 
accompanied by the relevant name, address and other information for notices of each transferee 
of such Note or part thereof), within ten Business Days thereafter, the Company shall execute 
and deliver, at the Company’s expense (except as provided below), one or more new Notes (as 
requested by the holder thereof) in exchange therefor, of the same series and in an aggregate 
principal amount equal to the unpaid principal amount of the surrendered Note.  Each such new 
Note shall be payable to such Person as such holder may request and shall be substantially in the 
form of Exhibit 1-A or Exhibit 1-B, as applicable.  Each such new Note shall be dated and bear 
interest from the date to which interest shall have been paid on the surrendered Note or dated the 
date of the surrendered Note if no interest shall have been paid thereon.  The Company may 
require payment of a sum sufficient to cover any stamp tax or governmental charge imposed in 
respect of any such transfer of Notes.  Notes shall not be transferred in denominations of less 
than $100,000; provided that if necessary to enable the registration of transfer by a holder of its 
entire holding of Notes of a series, one Note of such series may be in a denomination of less than 
$100,000.  Any transferee, by its acceptance of a Note registered in its name (or the name of its 
nominee), shall be deemed to have made the representation set forth in Section 6.2.   

Section 13.3. Replacement of Notes.  Upon receipt by the Company at the address and to 
the attention of the designated officer (all as specified in Section 18(iii)) of evidence reasonably 
satisfactory to it of the ownership of and the loss, theft, destruction or mutilation of any Note 
(which evidence shall be, in the case of an Institutional Investor, notice from such Institutional 
Investor of such ownership and such loss, theft, destruction or mutilation), and 

 (a) in the case of loss, theft or destruction, of indemnity reasonably 
satisfactory to it (provided that if the holder of such Note is, or is a nominee for, an 
original Purchaser or another holder of a Note with a minimum net worth of at least 
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$50,000,000 or a Qualified Institutional Buyer, such Person’s own unsecured agreement 
of indemnity shall be deemed to be satisfactory), or 

 (b) in the case of mutilation, upon surrender and cancellation thereof, 

within ten Business Days thereafter, the Company at its own expense shall execute and deliver, 
in lieu thereof, a new Note of the same series, dated and bearing interest from the date to which 
interest shall have been paid on such lost, stolen, destroyed or mutilated Note or dated the date of 
such lost, stolen, destroyed or mutilated Note if no interest shall have been paid thereon. 

Section 14. PAYMENTS ON NOTES. 

Section 14.1. Place of Payment.  Subject to Section 14.2, payments of principal, 
Make-Whole Amount, if any, and interest becoming due and payable on the Notes shall be made 
in New York, New York at the principal office of Citibank N.A. in such jurisdiction.  The 
Company may at any time, by notice to each holder of a Note, change the place of payment of 
the Notes so long as such place of payment shall be either the principal office of the Company in 
such jurisdiction or the principal office of a bank or trust company in such jurisdiction. 

Section 14.2. Home Office Payment.  So long as any Purchaser or its nominee shall be 
the holder of any Note, and notwithstanding anything contained in Section 14.1 or in such Note 
to the contrary, the Company will pay all sums becoming due on such Note for principal, 
Make-Whole Amount, if any, interest and all other amounts becoming due hereunder by the 
method and at the address specified for such purpose below such Purchaser’s name in 
Schedule A, or by such other method or at such other address as such Purchaser shall have from 
time to time specified to the Company in writing for such purpose, without the presentation or 
surrender of such Note or the making of any notation thereon, except that upon written request of 
the Company made concurrently with or reasonably promptly after payment or prepayment in 
full of any Note, such Purchaser shall surrender such Note for cancellation, reasonably promptly 
after any such request, to the Company at its principal executive office or at the place of payment 
most recently designated by the Company pursuant to Section 14.1.  The Company will make 
such payments in immediately available funds, no later than 11:00 a.m. New York time on the 
date due.  If for any reason whatsoever the Company does not make any such payment by such 
11:00 a.m. transmittal time, such payment shall be deemed to have been made on the next 
following Business Day and such payment shall bear interest at the Default Rate set forth in the 
Note.  Prior to any sale or other disposition of any Note held by a Purchaser or its nominee, such 
Purchaser will, at its election, either endorse thereon the amount of principal paid thereon and the 
last date to which interest has been paid thereon or surrender such Note to the Company in 
exchange for a new Note or Notes of the same series pursuant to Section 13.2.  The Company 
will afford the benefits of this Section 14.2 to any Institutional Investor that is the direct or 
indirect transferee of any Note purchased by a Purchaser under this Agreement and that has 
made the same agreement relating to such Note as the Purchasers have made in this Section 14.2.  

Section 15. EXPENSES, ETC. 

Section 15.1. Transaction Expenses.  Whether or not the transactions contemplated 
hereby are consummated, the Company will pay all costs and expenses (including reasonable 
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attorneys’ fees of a special counsel and, if reasonably required by the Required Holders, local or 
other counsel) incurred by the Purchasers and each other holder of a Note in connection with 
such transactions and in connection with any amendments, waivers or consents under or in 
respect of this Agreement or the Notes (whether or not such amendment, waiver or consent 
becomes effective), including, without limitation: (a) the costs and expenses incurred in 
enforcing or defending (or determining whether or how to enforce or defend) any rights under 
this Agreement or the Notes or in responding to any subpoena or other legal process or informal 
investigative demand issued in connection with this Agreement or the Notes, or by reason of 
being a holder of any Note, and (b) the costs and expenses, including financial advisors’ fees, 
incurred in connection with the insolvency or bankruptcy of the Company or any Subsidiary or 
in connection with any work-out or restructuring of the transactions contemplated hereby and by 
the Notes.  In the event that any such invoice is not paid within 30 Business Days after the 
Company’s receipt thereof, interest on the amount of such invoice shall be due and payable at the 
Default Rate commencing with the 31st Business Day after the Company’s receipt thereof until 
such invoice has been paid.  The Company will pay, and will save each Purchaser and each other 
holder of a Note harmless from, (i) all claims in respect of any fees, costs or expenses, if any, of 
brokers and finders (other than those, if any, retained by a Purchaser or other holder in 
connection with its purchase of the Notes) and (ii) any and all wire transfer fees that any bank 
deducts from any payment under such Note to such holder or otherwise charges to a holder of a 
Note with respect to a payment under such Note. 

Section 15.2. Survival.  The obligations of the Company under this Section 15 will 
survive the payment or transfer of any Note, the enforcement, amendment or waiver of any 
provision of this Agreement or the Notes, and the termination of this Agreement. 

Section 16. SURVIVAL OF REPRESENTATIONS AND WARRANTIES; ENTIRE AGREEMENT. 

All representations and warranties contained herein shall survive the execution and 
delivery of this Agreement and the Notes, the purchase or transfer by any Purchaser of any Note 
or portion thereof or interest therein and the payment of any Note, and may be relied upon by 
any subsequent holder of a Note, regardless of any investigation made at any time by or on 
behalf of such Purchaser or any other holder of a Note.  All statements contained in any 
certificate or other instrument delivered by or on behalf of the Company pursuant to this 
Agreement shall be deemed representations and warranties of the Company under this 
Agreement.  Subject to the preceding sentence, this Agreement and the Notes embody the entire 
agreement and understanding between each Purchaser and the Company and supersede all prior 
agreements and understandings relating to the subject matter hereof. 

Section 17. AMENDMENT AND WAIVER. 

Section 17.1. Requirements.  This Agreement and the Notes may be amended, and the 
observance of any term hereof or of the Notes may be waived (either retroactively or 
prospectively), only with the written consent of the Company and the Required Holders, except 
that: 
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 (a)  no amendment or waiver of any of Sections 1, 2, 3, 4, 5, 6 or 21 hereof, or 
any defined term (as it is used therein), will be effective as to any Purchaser unless consented to 
by such Purchaser in writing; and  

 (b)  no amendment or waiver may, without the written consent of each 
Purchaser and the holder of each Note at the time outstanding, (i) subject to Section 12 relating 
to acceleration or rescission, change the amount or time of any prepayment or payment of 
principal of, or reduce the rate or change the time of payment or method of computation of (x) 
interest on the Notes or (y) the Make Whole Amount (ii) change the percentage of the principal 
amount of the Notes the holders of which are required to consent to any amendment or waiver or 
the principal amount of a Note that the Purchasers are to purchase pursuant to Section 2 upon the 
satisfaction of the conditions to a Closing that appear in Section 4; or (iii) amend any of 
Sections 8 (except as set forth in the second sentence of Section 8.2 and 11(a), 11(b), 12, 17 or 
20.   

Section 17.2. Solicitation of Holders of Notes. 

 (a) Solicitation.  The Company will provide each Purchaser and holder of the Notes 
(irrespective of the amount or series of Notes then owned by it) with sufficient information, 
sufficiently far in advance of the date a decision is required, to enable such Purchaser and such 
holder to make an informed and considered decision with respect to any proposed amendment, 
waiver or consent in respect of any of the provisions hereof or of the Notes.  The Company will 
deliver executed or true and correct copies of each amendment, waiver or consent effected 
pursuant to the provisions of this Section 17 to each Purchaser and each holder of outstanding 
Notes promptly following the date on which it is executed and delivered by, or receives the 
consent or approval of, the requisite Purchasers or holders of Notes. 

 (b) Payment.  The Company will not directly or indirectly pay or cause to be paid any 
remuneration, whether by way of supplemental or additional interest, fee or otherwise, or grant 
any security or provide other credit support, to any Purchaser or holder of any series of Notes as 
consideration for or as an inducement to the entering into by such Purchaser or holder of Notes 
of any waiver or amendment of any of the terms and provisions hereof or of any Note unless 
such remuneration is concurrently paid, or security is concurrently granted or other credit support 
concurrently provided, on the same terms, ratably to each Purchaser and holder of each series of 
Notes then outstanding even if such Purchaser or holder did not consent to such waiver or 
amendment. 

 (c) Consent in Contemplation of Transfer.  Any consent made pursuant to this 
Section 17.2 by the holder of any Note of any series that has transferred or has agreed to transfer 
such Note to the Company or any Affiliate of the Company and has provided or has agreed to 
provide such written consent as a condition to such transfer shall be void and of no force or 
effect except solely as to such holder, and any amendments effected or waivers granted or to be 
effected or granted that would not have been or would not be so effected or granted but for such 
consent (and the consents of all other holders of Notes that were acquired under the same or 
similar conditions) shall be void and of no force or effect except solely as to such transferring 
holder. 
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Section 17.3. Binding Effect, Etc.  Any amendment or waiver consented to as provided 
in this Section 17 applies equally to all Purchasers and holders of each series of Notes and is 
binding upon them and upon each future holder of any Note of any series and upon the Company 
without regard to whether such Note has been marked to indicate such amendment or waiver.  
No such amendment or waiver will extend to or affect any obligation, covenant, agreement, 
Default or Event of Default not expressly amended or waived or impair any right consequent 
thereon.  No course of dealing between the Company and any Purchaser or holder of any Note of 
any series nor any delay in exercising any rights hereunder or under any Note of any series shall 
operate as a waiver of any rights of any Purchaser or holder of such Note.   

Section 17.4. Notes Held by Company, Etc.  Solely for the purpose of determining 
whether the holders of the requisite percentage of the aggregate principal amount of Notes then 
outstanding approved or consented to any amendment, waiver or consent to be given under this 
Agreement or the Notes, or have directed the taking of any action provided herein or in the Notes 
to be taken upon the direction of the holders of a specified percentage of the aggregate principal 
amount of Notes then outstanding, Notes directly or indirectly owned by the Company or any of 
its Affiliates shall be deemed not to be outstanding. 

Section 18. NOTICES. 

Except to the extent otherwise provided in Section 7.4, all notices and communications 
provided for hereunder shall be in writing and sent (a) by telefacsimile if the sender on the same 
day sends a confirming copy of such notice by a recognized overnight delivery service (charges 
prepaid), or (b) by registered or certified mail with return receipt requested (postage prepaid), or 
(c) by a recognized overnight delivery service (with charges prepaid).  Any such notice must be 
sent: 

 (i) if to any Purchaser or its nominee, to such Purchaser or nominee at the 
address specified for such communications in Schedule A, or at such other address as 
such Purchaser or nominee shall have specified to the Company in writing, 

 (ii) if to any other holder of any Note, to such holder at such address as such 
other holder shall have specified to the Company in writing, or 

 (iii) if to the Company, to the Company at its address set forth at the beginning 
hereof to the attention of Treasurer, with a copy to the attention of the General Counsel at 
the same address as above and Facsimile No.: 614-716-1687, or at such other address as 
the Company shall have specified to the holder of each Note in writing. 

Notices under this Section 18 will be deemed given only when actually received. 

Section 19. REPRODUCTION OF DOCUMENTS. 

This Agreement and all documents relating thereto, including, without limitation, 
(a) consents, waivers and modifications that may hereafter be executed, (b) documents received 
by any Purchaser at the Closing (except the Notes themselves), and (c) financial statements, 
certificates and other information previously or hereafter furnished to any Purchaser, may be 
reproduced by such Purchaser by any photographic, photostatic, electronic, digital or other 
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similar process and such Purchaser may destroy any original document so reproduced.  The 
Company agrees and stipulates that, to the extent permitted by applicable law, any such 
reproduction shall be admissible in evidence as the original itself in any judicial or administrative 
proceeding (whether or not the original is in existence and whether or not such reproduction was 
made by such Purchaser in the regular course of business) and any enlargement, facsimile or 
further reproduction of such reproduction shall likewise be admissible in evidence.  This 
Section 19 shall not prohibit the Company or any other holder of Notes from contesting any such 
reproduction to the same extent that it could contest the original, or from introducing evidence to 
demonstrate the inaccuracy of any such reproduction. 

Section 20. CONFIDENTIAL INFORMATION. 

For the purposes of this Section 20, “Confidential Information” means information 
delivered to any Purchaser by or on behalf of the Company or any Subsidiary in connection with 
the transactions contemplated by or otherwise pursuant to this Agreement that is proprietary in 
nature and that was clearly marked or labeled or otherwise adequately identified when received 
by such Purchaser as being confidential information of the Company or such Subsidiary; 
provided that such term does not include information that (a) was publicly known or otherwise 
known to such Purchaser prior to the time of such disclosure, (b) subsequently becomes publicly 
known through no act or omission by such Purchaser or any Person acting on such Purchaser’s 
behalf, (c) otherwise becomes known to such Purchaser other than through disclosure by the 
Company or any Subsidiary or (d) constitutes financial statements delivered to such Purchaser 
under Section 7.1 that are otherwise publicly available.  Each Purchaser will maintain the 
confidentiality of such Confidential Information in accordance with procedures adopted by such 
Purchaser in good faith to protect confidential information of third parties delivered to such 
Purchaser; provided that such Purchaser may deliver or disclose Confidential Information to 
(i) its directors, trustees, officers, employees, agents, attorneys and affiliates (to the extent such 
disclosure reasonably relates to the administration of the investment represented by its Notes), 
(ii) its financial advisors and other professional advisors who agree to hold confidential the 
Confidential Information substantially in accordance with the terms of this Section 20, (iii) any 
other holder of any Note, (iv) any Institutional Investor to which it sells or offers to sell such 
Note or any part thereof or any participation therein (if such Person has agreed in writing prior to 
its receipt of such Confidential Information to be bound by the provisions of this Section 20), 
(v) any Person from which it offers to purchase any security of the Company (if such Person has 
agreed in writing prior to its receipt of such Confidential Information to be bound by the 
provisions of this Section 20), (vi) any federal, state or provincial regulatory authority having 
jurisdiction over such Purchaser, (vii) the NAIC or the SVO or, in each case, any similar 
organization, or any nationally recognized rating agency that requires access to information 
about such Purchaser’s investment portfolio or (viii) any other Person to which such delivery or 
disclosure may be necessary or appropriate (w) to effect compliance with any law, rule, 
regulation or order applicable to such Purchaser, (x) in response to any subpoena or other legal 
process, (y) in connection with any litigation to which such Purchaser is a party or (z) if an Event 
of Default has occurred and is continuing, to the extent such Purchaser may reasonably 
determine such delivery and disclosure to be necessary or appropriate in the enforcement or for 
the protection of the rights and remedies under such Purchaser’s Notes and this Agreement.  
Each holder of a Note, by its acceptance of a Note, will be deemed to have agreed to be bound by 
and to be entitled to the benefits of this Section 20 as though it were a party to this Agreement.  
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On reasonable request by the Company in connection with the delivery to any holder of a Note 
of information required to be delivered to such holder under this Agreement or requested by such 
holder (other than a holder that is a party to this Agreement or its nominee), such holder will 
enter into an agreement with the Company embodying the provisions of this Section 20. 

In the event that as a condition to receiving access to information relating to the 
Company or its Subsidiaries in connection with the transactions contemplated by or otherwise 
pursuant to this Agreement, any Purchaser or holder of a Note is required to agree to a 
confidentiality undertaking (whether through IntraLinks, another secure website, a secure virtual 
workspace or otherwise) which is different from this Section 20, this Section 20 shall not be 
amended thereby and, as between such Purchaser or such holder and the Company, this Section 
20 shall supersede any such other confidentiality undertaking. 

Section 21. SUBSTITUTION OF PURCHASER. 

Each Purchaser shall have the right to substitute any one of its Affiliates as the purchaser 
of the Notes that it has agreed to purchase hereunder, by written notice to the Company, which 
notice shall be signed by both such Purchaser and such Affiliate, shall contain such Affiliate’s 
agreement to be bound by this Agreement and shall contain a confirmation by such Affiliate of 
the accuracy with respect to it of the representations set forth in Section 6.  Upon receipt of such 
notice, any reference to such Purchaser in this Agreement (other than in this Section 21) shall be 
deemed to refer to such Affiliate in lieu of such original Purchaser.  In the event that such 
Affiliate is so substituted as a Purchaser hereunder and such Affiliate thereafter transfers to such 
original Purchaser all of the Notes then held by such Affiliate, upon receipt by the Company of 
notice of such transfer, any reference to such Affiliate as a “Purchaser” in this Agreement (other 
than in this Section 21) shall no longer be deemed to refer to such Affiliate, but shall refer to 
such original Purchaser, and such original Purchaser shall again have all the rights of an original 
holder of the Notes under this Agreement. 

Section 22. MISCELLANEOUS. 

Section 22.1.  Successors and Assigns.  All covenants and other agreements 
contained in this Agreement by or on behalf of any of the parties hereto bind and inure to the 
benefit of their respective successors and assigns (including, without limitation, any subsequent 
holder of a Note) whether so expressed or not. 

Section 22.2.  Payments Due on Non-Business Days.  Anything in this 
Agreement or the Notes to the contrary notwithstanding (but without limiting the requirement in 
Section 8.5 that the notice of any prepayment specify a Business Day as the date fixed for such 
prepayment), any payment of principal of or Make-Whole Amount or interest on any Note that is 
due on a date other than a Business Day shall be made on the next succeeding Business Day 
without including the additional days elapsed in the computation of the interest payable on such 
next succeeding Business Day; provided that if the maturity date of any Note is a date other than 
a Business Day, the payment otherwise due on such maturity date shall be made on the next 
succeeding Business Day and shall include the additional days elapsed in the computation of 
interest payable on such next succeeding Business Day. 
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Section 22.3. Accounting Terms.  (a)  All accounting terms used herein which are not 
expressly defined in this Agreement have the meanings respectively given to them in accordance 
with GAAP.  Except as otherwise specifically provided herein, (i) all computations made 
pursuant to this Agreement shall be made in accordance with GAAP and (ii) all financial 
statements shall be prepared in accordance with GAAP.  For purposes of determining 
compliance with the financial covenants contained in this Agreement, any election by the 
Company to measure an item of Indebtedness using fair value (as permitted by Accounting 
Standard Codification Topic No. 825-10-25 – Fair Value Option or any similar accounting 
standard) shall be disregarded and such determination shall be made as if such election had not 
been made. 

 (b) Notwithstanding the foregoing, if the Company notifies the holders of Notes 
that, in the Company’s reasonable opinion, or if the Required Holders notify the Company that, 
in the Required Holders’ reasonable opinion, as a result of a change in GAAP after the date of 
this Agreement, any covenant contained in Section 10.1 through 10.6, or any of the defined 
terms used therein no longer apply as intended such that such covenants are materially more or 
less restrictive to the Company than as at the date of this Agreement, the Company shall 
negotiate in good faith with the holders of Notes to make any necessary adjustments to such 
covenant or defined term to provide the holders of the Notes with substantially the same 
protection as such covenant provided prior to the relevant change in GAAP.  Until the Company 
and the Required Holders so agree to reset, amend or establish alternative covenants or defined 
terms, (i) the covenants contained in Section 10.1 through 10.6, together with the relevant 
defined terms, shall continue to apply and compliance therewith shall be determined on the basis 
of GAAP in effect at the date of this Agreement and (ii) each set of financial statements 
delivered to holders of Notes pursuant to Section 7.1(a) or (b) during such time shall include 
detailed reconciliations reasonably satisfactory to the Required Holders as to the effect of such 
change in GAAP. 

Section 22.4. Severability.  Any provision of this Agreement that is prohibited or 
unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such 
prohibition or unenforceability without invalidating the remaining provisions hereof, and any 
such prohibition or unenforceability in any jurisdiction shall (to the full extent permitted by law) 
not invalidate or render unenforceable such provision in any other jurisdiction. 

Section 22.5. Construction, Etc.  Each covenant contained herein shall be construed 
(absent express provision to the contrary) as being independent of each other covenant contained 
herein, so that compliance with any one covenant shall not (absent such an express contrary 
provision) be deemed to excuse compliance with any other covenant.  Where any provision 
herein refers to action to be taken by any Person, or which such Person is prohibited from taking, 
such provision shall be applicable whether such action is taken directly or indirectly by such 
Person. 

For the avoidance of doubt, all Schedules and Exhibits attached to this Agreement shall 
be deemed to be a part hereof. 

Section 22.6. Counterparts.  This Agreement may be executed in any number of 
counterparts, each of which shall be an original but all of which together shall constitute one 
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instrument.  Each counterpart may consist of a number of copies hereof, each signed by less than 
all, but together signed by all, of the parties hereto. 

Section 22.7. Governing Law.  This Agreement shall be construed and enforced in 
accordance with, and the rights of the parties shall be governed by, the law of the State of 
New York, excluding choice-of-law principles of the law of such State that would permit the 
application of the laws of a jurisdiction other than such State. 

Section 22.8. Jurisdiction and Process; Waiver of Jury Trial.  (a) The Company 
irrevocably submits to the non-exclusive jurisdiction of any New York State or federal court 
sitting in the Borough of Manhattan, The City of New York, over any suit, action or proceeding 
arising out of or relating to this Agreement or the Notes.  To the fullest extent permitted by 
applicable law, the Company irrevocably waives and agrees not to assert, by way of motion, as a 
defense or otherwise, any claim that it is not subject to the jurisdiction of any such court, any 
objection that it may now or hereafter have to the laying of the venue of any such suit, action or 
proceeding brought in any such court and any claim that any such suit, action or proceeding 
brought in any such court has been brought in an inconvenient forum. 

 (b) The Company consents to process being served by or on behalf of any holder of 
Notes in any suit, action or proceeding of the nature referred to in Section 22.8(a) by mailing a 
copy thereof by registered or certified mail (or any substantially similar form of mail), postage 
prepaid, return receipt requested, to it at its address specified in Section 18 or at such other 
address of which such holder shall then have been notified pursuant to said Section.  The 
Company agrees that such service upon receipt (i) shall be deemed in every respect effective 
service of process upon it in any such suit, action or proceeding and (ii) shall, to the fullest extent 
permitted by applicable law, be taken and held to be valid personal service upon and personal 
delivery to it.  Notices hereunder shall be conclusively presumed received as evidenced by a 
delivery receipt furnished by the United States Postal Service or any reputable commercial 
delivery service. 

 (c) Nothing in this Section 22.8 shall affect the right of any holder of a Note to serve 
process in any manner permitted by law, or limit any right that the holders of any of the Notes 
may have to bring proceedings against the Company in the courts of any appropriate jurisdiction 
or to enforce in any lawful manner a judgment obtained in one jurisdiction in any other 
jurisdiction. 

 (d) The parties hereto hereby waive trial by jury in any action brought on or with 
respect to this Agreement, the Notes or any other document executed in connection herewith or 
therewith. 

*     *     *     *     * 
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Kentucky Power Company Note Purchase Agreement 

If you are in agreement with the foregoing, please sign the form of agreement on a 
counterpart of this Agreement and return it to the Company, whereupon this Agreement shall 
become a binding agreement between you and the Company. 

Very truly yours, 

KENTUCKY POWER COMPANY 

[Signature Page to NPA] 
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SCHEDULE B 
 

DEFINED TERMS 
As used herein, the following terms have the respective meanings set forth below or set 

forth in the Section hereof following such term: 

“Acquiring Person” is defined in Section 10.3(c). 

“AEP” means American Electric Power Company, Inc., a New York corporation. 

“Affiliate” means, at any time, and with respect to any Person, any other Person that at 
such time directly or indirectly through one or more intermediaries Controls, or is Controlled by, 
or is under common Control with, such first Person, and with respect to the Company, shall 
include any Person beneficially owning or holding, directly or indirectly, 10% or more of any 
class of voting or equity interests of the Company or any Person of which the Company 
beneficially owns or holds, in the aggregate, directly or indirectly, 10% or more of any class of 
voting or equity interests.  As used in this definition, “Control” means the possession, directly or 
indirectly, of the power to direct or cause the direction of the management and policies of a 
Person, whether through the ownership of voting securities, by contract or otherwise.  Unless the 
context otherwise clearly requires, any reference to an “Affiliate” is a reference to an Affiliate of 
the Company. 

“Agreement” means this Agreement, including all Schedules and Exhibits attached to 
this Agreement, as it may be amended, restated, supplemented or otherwise modified from time 
to time. 

“Anti-Corruption Laws” is defined in Section 5.16(d)(1). 

“Anti-Money Laundering Laws” is defined in Section 5.16(c). 

“Blocked Person” is defined in Section 5.16(a). 

“Business Day” means (a) for the purposes of Section 8.7 only, any day other than a 
Saturday, a Sunday or a day on which commercial banks in New York City are required or 
authorized to be closed, and (b) for the purposes of any other provision of this Agreement, any 
day other than a Saturday, a Sunday or a day on which commercial banks in New York, 
New York or Columbus, Ohio are required or authorized to be closed. 

“Capital Lease” means, at any time, a lease with respect to which the lessee is required 
concurrently to recognize the acquisition of an asset and the incurrence of a liability in 
accordance with GAAP. 

“Change in Control” is defined in Section 8.3(g). 

“Change in Control Prepayment Event” is defined in Section 8.3(g). 

“CISADA” is defined in Section 5.16(a). 
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“Closing” is defined in Section 3. 

“Code” means the Internal Revenue Code of 1986, as amended from time to time, and 
the rules and regulations promulgated thereunder from time to time. 

“Company” means Kentucky Power Company, a Kentucky corporation, and any 
successor that becomes such in the manner prescribed in Section 10.3. 

“Confidential Information” is defined in Section 20. 

“Consolidated Capital” means the sum of (a) Consolidated Indebtedness and (b) the 
consolidated equity of all classes of stock (whether common, preferred, mandatorily convertible 
preferred or preference) of the Company, in each case determined in accordance with GAAP, but 
including Equity-Preferred Securities issued by the Company and its Subsidiaries. 

“Consolidated Indebtedness” means the total principal amount of all Indebtedness 
described in clauses (a) through (e) of the definition of Indebtedness and Guaranties of such 
Indebtedness of the Company and its Subsidiaries, excluding, however, (a) Stranded Cost 
Recovery Bonds, (b) Equity-Preferred Securities not to exceed 10% of Consolidated Capital 
(calculated for purposes of this clause without reference to any Equity-Preferred Securities), and 
(c) any Indebtedness of the Company to any Subsidiary of the Company and any Indebtedness of 
such Subsidiary of the Company to the Company. 

“Control Event” is defined in Section 8.3(g). 

“Controlled Entity” means (i) any of the Subsidiaries of the Company and any of their or 
the Company’s respective Controlled Affiliates and (ii) if the Company has a parent company, 
such parent company and its Controlled Affiliates.  As used in this definition, “Control” means 
the possession, directly or indirectly, of the power to direct or cause the direction of the 
management and policies of a Person, whether through the ownership of voting securities, by 
contract or otherwise. 

“Corporate Credit Rating” is defined in Section 8.3(g). 

“Credit Facility” means any credit, revolving loan, note or other like agreement between 
the Company and one or more lenders or purchasers with the commitment from such lenders or 
purchasers to extend credit thereunder to the Company not being less than $50,000,000. 

“Default” means an event or condition the occurrence or existence of which would, with 
the lapse of time or the giving of notice or both, become an Event of Default. 

“Default Rate” means with respect to a series of Notes, that rate of interest per annum 
that is the greater of (i) 1% above the rate of interest stated in clause (a) of the first paragraph of 
the Notes of such series or (ii) 1% over the rate of interest publicly announced by Citibank N.A. 
in New York, New York as its “base” or “prime” rate. 

“Disclosure Documents” is defined in Section 5.3. 
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“Electronic Delivery” is defined in Section 7.4. 

“Environmental Laws” means any and all federal, state, local, and foreign statutes, laws, 
regulations, ordinances, rules, judgments, orders, decrees, permits, concessions, grants, 
franchises, licenses, agreements or governmental restrictions relating to pollution and the 
protection of the environment or the release of any materials into the environment, including but 
not limited to those related to Hazardous Materials. 

“Equity-Preferred Securities” shall mean (a) debt or preferred securities that are 
mandatorily convertible or mandatorily exchangeable into common shares of the Company and 
(b) any other securities, however denominated, including but not limited to trust originated 
preferred securities, (i) issued by the Company or any of its consolidated Subsidiaries, (ii) that 
are not subject to mandatory redemption or the underlying securities, if any, of which are not 
subject to mandatory redemption, (iii) that are perpetual or mature no less than 30 years from the 
date of issuance, (iv) the indebtedness issued in connection with which, including any guaranty, 
is subordinate in right of payment to the unsecured and unsubordinated indebtedness of the issuer 
of such indebtedness or guaranty, and (v) the terms of which permit the deferral of the payment 
of interest or distributions thereon to a date occurring after the maturity date of the Notes. 

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended 
from time to time, and the rules and regulations promulgated thereunder from time to time in 
effect. 

“ERISA Affiliate” means any trade or business (whether or not incorporated) that is 
treated as a single employer together with the Company under section 414 of the Code or under 
other applicable law. 

“Event of Default” is defined in Section 11. 

“Exchange Act” means the Securities Exchange Act of 1934, as amended from time to 
time, and the rules and regulations promulgated thereunder from time to time in effect. 

“First Closing” is defined in Section 3. 

“GAAP” means generally accepted accounting principles as in effect from time to time in 
the United States of America. 

“Governmental Authority” means 

 (a) the government of 

 (i) the United States of America or any State or other political 
subdivision thereof, or 

 (ii) any other jurisdiction in which the Company or any Subsidiary 
conducts all or any part of its business, or which asserts jurisdiction over any 
properties of the Company or any Subsidiary, or 
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 (b) any entity exercising executive, legislative, judicial, regulatory or 
administrative functions of, or pertaining to, any such government. 

“Governmental Official” means any governmental official or employee, employee of any 
government-owned or government-controlled entity, political party, any official of a political 
party, candidate for political office, official of any public international organization or anyone 
else acting in an official capacity. 

“Guaranty” of any Person means any obligation, contingent or otherwise, of such Person 
(a) to pay any Indebtedness of any other Person or (b) incurred in connection with the issuance 
by a third person of a Guaranty of Indebtedness of any other Person (whether such obligation 
arises by agreement to reimburse or indemnify such third Person or otherwise). 

“Hazardous Materials” means any and all pollutants, toxic or hazardous wastes or any 
other substances, including all substances listed in or regulated in any Environmental Law that 
might pose a hazard to health and safety, the removal of which may be required or the 
generation, manufacture, refining, production, processing, treatment, storage, handling, 
transportation, transfer, use, disposal, release, discharge, spillage, seepage, or filtration of which 
is or shall be restricted, regulated, prohibited or penalized by any applicable law including, but 
not limited to, asbestos, urea formaldehyde foam insulation, polychlorinated biphenyls, 
petroleum, petroleum products, lead based paint, radon gas or similar restricted, prohibited or 
penalized substances. 

“holder” means, with respect to any Note, the Person in whose name such Note is 
registered in the register maintained by the Company pursuant to Section 13.1, provided, 
however, that if such Person is a nominee, then for the purposes of Sections 7, 12, 17.2 and 18 
and any related definitions in this Schedule B, “holder” shall mean the beneficial owner of such 
Note whose name and address appears in such register. 

“Indebtedness” with respect to any Person means, at any time, without duplication, 
(a) all indebtedness of such Person for borrowed money, (b) all obligations of such Person for 
the deferred purchase price of property or services (other than trade payables not overdue by 
more than 60 days incurred in the ordinary course of such Person’s business), (c) all obligations 
of such Person evidenced by notes, bonds, debentures or other similar instruments, (d) all 
obligations of such Person as lessee under leases that have been, in accordance with GAAP, 
recorded as Capital Leases, (e) all obligations of such Person in respect of reimbursement 
agreements with respect to acceptances, letters of credit (other than trade letters of credit) or 
similar extensions of credit, (f) all Guaranties, (g) all reasonably quantifiable obligations under 
indemnities or under support or capital contribution agreements, and other reasonably 
quantifiable obligations (contingent or otherwise) to purchase or otherwise to assure a creditor 
against loss in respect of, or to assure an obligee against loss in respect of, all Indebtedness of 
others referred to in clauses (a) through (f) above guaranteed directly or indirectly in any manner 
by such Person, or in effect guaranteed directly or indirectly by such Person through an 
agreement (i) to pay or purchase such Indebtedness or to advance or supply funds for the 
payment or purchase of such Indebtedness, (ii) to purchase, sell or lease (as lessee or lessor) 
property, or to purchase or sell services, primarily for the purpose of enabling the debtor to make 
payment of such Indebtedness or to assure the holder of such Indebtedness against loss, (iii) to 
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supply funds to or in any other manner invest in the debtor (including any agreement to pay for 
property or services irrespective of whether such property is received or such services are 
rendered) or (iv) otherwise to assure a creditor against loss. 

“Institutional Investor” means (a) any purchaser of a Note, (b) any holder of a Note 
holding (together with one or more of its affiliates) more than 5% of the aggregate principal 
amount of the Notes then outstanding, (c) any bank, trust company, savings and loan association 
or other financial institution, any pension plan, any investment company, any insurance 
company, any broker or dealer, or any other similar financial institution or entity, regardless of 
legal form, and (d) any Related Fund of any holder of any Note. 

“Investment Grade” is defined in Section 8.3(g). 

“Liens” is defined in Section 10.2. 

“Make-Whole Amount” is defined in Section 8.7. 

“Margin Stock” shall have the meaning specified Regulation U of the Board of 
Governors of the Federal Reserve System (12 CFR 221).   

“Material” means material in relation to the business, condition (financial or otherwise) 
or operations of the Company and its Subsidiaries taken as a whole. 

“Material Adverse Effect” means a material adverse effect on (a) the business, condition 
(financial or otherwise) or operations of the Company and its Subsidiaries taken as a whole, or 
(b) the ability of the Company to perform its obligations under this Agreement and the Notes, or 
(c) the validity or enforceability of this Agreement or the Notes. 

“Memorandum” is defined in Section 5.3. 

“Multiemployer Plan” means any Plan that is a “multiemployer plan” (as such term is 
defined in section 4001(a)(3) of ERISA). 

“NAIC” means the National Association of Insurance Commissioners or any successor 
thereto. 

“Negative Rating Event” is defined in Section 8.3(g). 

“Net Tangible Assets” is defined in Section 10.2. 

“Notes” is defined in Section 1. 

“OFAC” is defined in Section 5.16(a). 

“OFAC Listed Person” is defined in Section 5.16(a). 

“OFAC Sanctions Program” means any economic or trade sanction that OFAC is 
responsible for administering and enforcing.  A list of OFAC Sanctions Programs may be found 
at http://www.treasury.gov/resource-center/sanctions/Programs/Pages/Programs.aspx. 
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“Officer’s Certificate” means a certificate of a Senior Financial Officer or of any other 
officer of the Company whose responsibilities extend to the subject matter of such certificate. 

“PBGC” means the Pension Benefit Guaranty Corporation referred to and defined in 
ERISA or any successor thereto. 

“Person” means an individual, partnership, corporation, limited liability company, 
association, trust, unincorporated organization, business entity or Governmental Authority. 

“Plan” means an “employee benefit plan” (as defined in section 3(3) of ERISA) subject 
to Title I of ERISA that is or, within the preceding five years, has been established or 
maintained, or to which contributions are or, within the preceding five years, have been made or 
required to be made, by the Company or any ERISA Affiliate or with respect to which the 
Company or any ERISA Affiliate may have any liability. 

“property” or “properties” means, unless otherwise specifically limited, real or personal 
property of any kind, tangible or intangible, choate or inchoate. 

“Proposed Prepayment Date” is defined in Section 8.3(c). 

“PTE” is defined in Section 6.2(a). 

“Purchaser” or “Purchasers” means each of the purchasers that has executed and 
delivered this Agreement to the Company and such Purchaser’s successors and assigns (so long 
as any such assignment complies with Section 13.2); provided, however, that any Purchaser of a 
Note that ceases to be the registered holder or a beneficial owner (through a nominee) of such 
Note as the result of a transfer thereof pursuant to Section 13.2 shall cease to be included within 
the meaning of “Purchaser” of such Note for the purposes of this Agreement upon a transfer. 

“QPAM Exemption” is defined in Section 6.2(d). 

“Qualified Institutional Buyer” means any Person who is a “qualified institutional buyer” 
within the meaning of such term as set forth in Rule 144A(a)(1) under the Securities Act. 

“Rated Securities” is defined in Section 8.3(g). 

“Rating Agency” is defined in Section 8.3(g). 

“Rating Downgrade” is defined in Section 8.3(g). 

“Related Fund” means, with respect to any holder of any Note, any fund or entity that 
(a) invests in Securities or bank loans, and (b) is advised or managed by such holder, the same 
investment advisor as such holder or by an affiliate of such holder or such investment advisor. 

“Required Holders” means, (a) prior to the Second Closing, the Purchasers and (b) at any 
time after the Second Closing, the holders of at least 51% in principal amount of the Notes 
(exclusive of Notes then owned by the Company or any of its Affiliates). 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 749 of 1829



 

B-7 
NY:1625638.14 

“Responsible Officer” means any Senior Financial Officer and any other officer of the 
Company with responsibility for the administration of the relevant portion of this Agreement. 

“SEC” means the Securities and Exchange Commission of the United States, or any 
successor thereto. 

“Second Closing” is defined in Section 3. 

“Secured Debt” is defined in Section 10.2. 

“Securities” or “Security” shall have the same meaning as in Section 2(1) of the 
Securities Act. 

“Securities Act” means the Securities Act of 1933, as amended from time to time, and 
the rules and regulations promulgated thereunder from time to time in effect. 

“Senior Financial Officer” means the chief financial officer, principal accounting officer, 
treasurer or comptroller of the Company. 

“Series A Notes” is defined in Section 1. 

“Series B Notes” is defined in Section 1. 

“Significant Subsidiary” means, at any time, any Subsidiary of the Company that 
constitutes at such time a “significant subsidiary” of AEP, as such term is defined in Regulation 
S-X of the SEC as in effect on the date hereof (17 C.F.R. Part 210); provided, however, that 
“total assets” as used in Regulation S-X shall not include securitization transition assets on the 
balance sheet of any Subsidiary resulting from the issuance of transition bonds or other asset 
backed securities of a similar nature. 

“Stranded Cost Recovery Bonds” means securities, however denominated, that are issued 
by the Company or any Subsidiary of the Company that are (a) non-recourse to the Company and 
its Significant Subsidiaries (other than for failure to collect and pay over the charges referred to 
in clause (b) below) and (b) payable solely from transition or similar charges authorized by law 
(including, without limitation, any “financing order”, as such term is defined in the Texas 
Utilities Code) to be invoiced to customers of any Subsidiary of the Company or to retail electric 
providers. 

“Subsidiary” means, as to any Person, any other Person in which such first Person or one 
or more of its Subsidiaries or such first Person and one or more of its Subsidiaries owns 
sufficient equity or voting interests to enable it or them (as a group) ordinarily, in the absence of 
contingencies, to elect a majority of the directors (or Persons performing similar functions) of 
such second Person, and any partnership or joint venture if more than a 50% interest in the 
profits or capital thereof is owned by such Person or one or more of its Subsidiaries or such first 
Person and one or more of its Subsidiaries (unless such partnership can and does ordinarily take 
major business actions without the prior approval of such Person or one or more of its 
Subsidiaries).  Unless the context otherwise clearly requires, any reference to a “Subsidiary” is a 
reference to a Subsidiary of the Company. 
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“Surviving Person” is defined in Section 10.3(b). 

“SVO” means the Securities Valuation Office of the NAIC or any successor to such 
Office. 

“U.S. Economic Sanctions” is defined in Section 5.16(a). 

“USA Patriot Act” means United States Public Law 107-56, Uniting and Strengthening 
America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism (USA 
PATRIOT ACT) Act of 2001, as amended from time to time, and the rules and regulations 
promulgated thereunder from time to time in effect. 

“Voting Stock” means Securities of any class or classes, the holders of which are 
ordinarily, in the absence of contingencies, entitled to elect the corporate directors (or Persons 
performing similar functions). 

“Wholly-owned Subsidiary” means, at any time, any Subsidiary one hundred percent 
(100%) of all of the equity interests (except directors’ qualifying shares) and voting interests of 
which are owned by any one or more of the Company and the Company’s other Wholly-owned 
Subsidiaries at such time. 
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SCHEDULE 5.3 
 

DISCLOSURE MATERIALS 

Kentucky Power Company 2011 Annual Report 

Kentucky Power Company 2012 Annual Report 

Kentucky Power Company 2013 Annual Report 

Kentucky Power Company 2014 First Quarter Report 
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SCHEDULE 5.4 
 

DIRECTORS AND SENIOR OFFICERS OF THE COMPANY 
Directors:     
Name: 
Akins, Nicholas K. 
Barton, Lisa M. 
Feinberg, David M. 
Hillebrand, Lana L 
McCullough, Mark C. 
Powers, Robert P. 
Tierney, Brian X. 
Welch, Dennis E. 
 
Officers:     
Name    Title 
 
Nicholas K. Akins Chairman of the Board & Chief Executive Officer 

Gregory G. Pauley President & Chief Operating Officer 

Lisa M. Barton Vice President 

Bruce Evans Vice President 

Ronald K. Ford Vice President-Regulatory & Finance 

Lana L. Hillebrand Vice President 
 

Timothy K. Light 

 

Vice President 

Mark C. McCullough Vice President 

Robert P. Powers Vice President 

Mark A. Pyle Vice President-Tax 
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Julio C. Reyes Vice President-External Affairs 

Scott N. Smith Vice President 

Brian X. Tierney Vice President & Chief Financial Officer 

Dennis E. Welch Vice President 

Joseph M. Buonaiuto Controller & Chief Accounting Officer 

David M. Feinberg Secretary 

Julia A. Sloat Treasurer 

F. Scott Travis Assistant Controller 

Julie Williams Assistant Controller 

Thomas G. Berkemeyer Assistant Secretary 

Jeffrey D. Cross Assistant Secretary 

Renee V. Hawkins Assistant Treasurer 
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SCHEDULE 5.5 
 

FINANCIAL STATEMENTS 

Statements of Income for the Years Ended December 31, 2013, 2012 and 2011 

Statements of Changes in Common Shareholder’s Equity and Comprehensive Income (Loss) for 
the Years Ended December 31, 2013, 2012 and 2011 

Balance Sheets December 31, 2013, 2012 and 2011 

Statements of Cash Flows for the Years Ended December 31, 2013, 2012 and 2011 

Unaudited Statements of Income for the Three Months Ended March 31, 2014 and 2013 

Unaudited Statements of Changes in Common Shareholder’s Equity and Comprehensive Income 
(Loss) for the Three Months Ended March 31, 2014 and 2013 

Unaudited Balance Sheets March 31, 2014 and 2013 

Unaudited Statements of Cash Flows for the Three Months Ended March 31, 2014 and 2013
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Schedule 5.12(b) 

 
Funding Target Attainment 

 
For each of the Plans which is a pension plan within the meaning of Section 3(2) of ERISA 
(other than Multiemployer Plans) that is subject to the funding requirements of Section 302 of 
ERISA or Section 412 of the Code, the funding target attainment percentage as of January 1, 
2013, determined on the basis of the actuarial assumptions specified for funding purposes in such 
Plan’s actuarial valuation report for the plan year beginning January 1, 2013, is: 
 

• For the American Electric Power System Retirement Plan:  100.16% 
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Schedule 5.12(d) 

 
2013 Accumulated Post Retirement Benefit Obligation 

 
There is no unfunded accumulated post-retirement benefit obligation (APBO) of the Company as 
determined as of December 31, 2013, in accordance with Financial Accounting Standards Board 
Accounting Standards Codification Topic 715-60 for retiree medical and life insurance plans, 
without regard to liabilities attributable to continuation coverage mandated by Section 4980B of 
the Code, as there is a net surplus position. 
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SCHEDULE 5.15 
 

EXISTING INDEBTEDNESS 
The following details long-term debt outstanding at July 10, 2014: 

TYPE OF DEBT MATURITY 

INTEREST  
RATES AT JULY 

10, 2014 

BALANCE AT 
JULY 10, 
2014 (a) 

Senior Unsecured Notes, Series D 2032 5.625% $75,000 

Senior Unsecured Notes, Series E 2017 6.000% $325,000 

Senior Unsecured Notes, Series A 2021 7.250% $40,000 

Senior Unsecured Notes, Series B 2029 8.030% $30,000 

Senior Unsecured Notes, Series C 2039 8.130% $60,000 

Term Loan Debt 2015 Floating 200,000 

Unamortized Premium (Discount) as of 
May 31, 2014 

  ($541,856) 

Total Non-Affiliated Debt   $729,458 

Intercompany Notes 2015 5.250% $20,000 

Total Long-term Debt   $749,458 

Less:  Long-term Debt Due Within One 
Year 

  ($200,000) 

Long-term Debt   $549,548 

 
(a) Balance at July 10, 2014 in thousands 
 
Short-term debt as of June 30, 2013 was $0. 
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EXHIBIT 1-A 
 

FORM OF SERIES A NOTE 
This Note has not been registered under the Securities Act of 1933, as amended, and may not be 
transferred, sold or otherwise disposed of except while registration under said Act is in effect or 
pursuant to an exemption from registration under said Act or if said Act does not apply. 

KENTUCKY POWER COMPANY 

4.18% Senior Note, Series A, due September 30, 2026 
No. _________           [Date] 
$____________                            PPN 491386 D*6 

FOR VALUE RECEIVED, the undersigned, KENTUCKY POWER COMPANY (herein called the 
“Company”), a corporation organized and existing under the laws of the State of Kentucky, 
hereby promises to pay to [________________], or registered assigns, the principal sum of 
[________________] DOLLARS (or so much thereof as shall not have been prepaid) on 
September 30, 2026, with interest (computed on the basis of a 360-day year of twelve 30-day 
months) on the unpaid balance hereof at the rate of (a) 4.18% per annum from the date hereof, 
payable semiannually, on the 30th day of March and September in each year, commencing with 
the March 30 or September 30 next succeeding the date hereof, until the principal hereof shall 
have become due and payable, and (b) to the extent permitted by law, on any overdue payment 
of interest and, during the continuance of an Event of Default, on such unpaid balance and on 
any overdue payment of any Make-Whole Amount, at a rate per annum from time to time equal 
to the greater of (i) 5.18% or (ii) 1% over the rate of interest publicly announced by Citibank 
N.A. from time to time in New York, New York as its “base” or “prime” rate payable 
semiannually as aforesaid (or, at the option of the registered holder hereof, on demand). 

Payments of principal of, interest on and any Make-Whole Amount with respect to this 
Note are to be made in lawful money of the United States of America at Citibank, N.A. in 
New York, New York or at such other place as the Company shall have designated by written 
notice to the holder of this Note as provided in the Note Purchase Agreement referred to below. 

This Note is one of a series of Senior Notes (herein called the “Notes”), issued pursuant 
to the Note Purchase Agreement, dated as of July 10, 2014 (as from time to time amended, the 
“Note Purchase Agreement”), among the Company and the Purchasers named therein and is 
entitled to the benefits thereof.  Each holder of this Note will be deemed, by its acceptance 
hereof, to have (i) agreed to the confidentiality provisions set forth in Section 20 of the Note 
Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note 
Purchase Agreement.  Unless otherwise indicated, capitalized terms used in this Note shall have 
the respective meanings ascribed to such terms in the Note Purchase Agreement. 

This Note is a registered Note and, as provided in the Note Purchase Agreement, upon 
surrender of this Note for registration of transfer, duly endorsed, or accompanied by a written 
instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney 
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duly authorized in writing, a new Note for a like principal amount will be issued to, and 
registered in the name of, the transferee.  Prior to due presentment for registration of transfer, the 
Company may treat the person in whose name this Note is registered as the owner hereof for the 
purpose of receiving payment and for all other purposes, and the Company will not be affected 
by any notice to the contrary. 

This Note is subject to optional prepayment, in whole or from time to time in part, at the 
times and on the terms specified in the Note Purchase Agreement, but not otherwise. 

If an Event of Default occurs and is continuing, the principal of this Note may be 
declared or otherwise become due and payable in the manner, at the price (including any 
applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement. 

This Note shall be construed and enforced in accordance with, and the rights of the 
Company and the holder of this Note shall be governed by, the law of the State of New York, 
excluding choice-of-law principles of the law of such State that would permit application of the 
laws of a jurisdiction other than such State. 

KENTUCKY POWER COMPANY 
 
 
 
By  ____________________________________ 
 Title: 
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EXHIBIT 1-B 
 

FORM OF SERIES B NOTE 
This Note has not been registered under the Securities Act of 1933, as amended, and may not be 
transferred, sold or otherwise disposed of except while registration under said Act is in effect or 
pursuant to an exemption from registration under said Act or if said Act does not apply. 

KENTUCKY POWER COMPANY 
 

4.33% Senior Note, Series B, due December 30, 2026 
 

No. [_________]           [Date] 
$[____________]             PPN 491386 D@4 

FOR VALUE RECEIVED, the undersigned, KENTUCKY POWER COMPANY (herein called the 
“Company”), a corporation organized and existing under the laws of the State of Kentucky, 
hereby promises to pay to [________________], or registered assigns, the principal sum of 
[________________] DOLLARS (or so much thereof as shall not have been prepaid) on 
December 30, 2026, with interest (computed on the basis of a 360-day year of twelve 30-day 
months) on the unpaid balance hereof at the rate of (a) 4.33% per annum from the date hereof, 
payable semiannually, on the 30th day of June and December in each year, commencing with the 
June 30 or December 30 next succeeding the date hereof, until the principal hereof shall have 
become due and payable, and (b) to the extent permitted by law, on any overdue payment of 
interest and, during the continuance of an Event of Default, on such unpaid balance and on any 
overdue payment of any Make-Whole Amount, at a rate per annum from time to time equal to 
the greater of (i) 5.33% or (ii) 1% over the rate of interest publicly announced by Citibank N.A. 
from time to time in New York, New York as its “base” or “prime” rate payable semiannually as 
aforesaid (or, at the option of the registered holder hereof, on demand). 

Payments of principal of, interest on and any Make-Whole Amount with respect to this 
Note are to be made in lawful money of the United States of America at Citibank, N.A. in 
New York, New York or at such other place as the Company shall have designated by written 
notice to the holder of this Note as provided in the Note Purchase Agreement referred to below. 

This Note is one of a series of Senior Notes (herein called the “Notes”) issued pursuant 
to the Note Purchase Agreement, dated as of July 10, 2014 (as from time to time amended, the 
“Note Purchase Agreement”), among the Company and the Purchasers named therein and is 
entitled to the benefits thereof.  Each holder of this Note will be deemed, by its acceptance 
hereof, to have (i) agreed to the confidentiality provisions set forth in Section 20 of the Note 
Purchase Agreement and (ii) made the representation set forth in Section 6.2 of the Note 
Purchase Agreement.  Unless otherwise indicated, capitalized terms used in this Note shall have 
the respective meanings ascribed to such terms in the Note Purchase Agreement. 

This Note is a registered Note and, as provided in the Note Purchase Agreement, upon 
surrender of this Note for registration of transfer, duly endorsed, or accompanied by a written 
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instrument of transfer duly executed, by the registered holder hereof or such holder’s attorney 
duly authorized in writing, a new Note for a like principal amount will be issued to, and 
registered in the name of, the transferee.  Prior to due presentment for registration of transfer, the 
Company may treat the person in whose name this Note is registered as the owner hereof for the 
purpose of receiving payment and for all other purposes, and the Company will not be affected 
by any notice to the contrary. 

This Note is subject to optional prepayment, in whole or from time to time in part, at the 
times and on the terms specified in the Note Purchase Agreement, but not otherwise. 

If an Event of Default occurs and is continuing, the principal of this Note may be 
declared or otherwise become due and payable in the manner, at the price (including any 
applicable Make-Whole Amount) and with the effect provided in the Note Purchase Agreement. 

This Note shall be construed and enforced in accordance with, and the rights of the 
Company and the holder of this Note shall be governed by, the law of the State of New York, 
excluding choice-of-law principles of the law of such State that would permit application of the 
laws of a jurisdiction other than such State. 

KENTUCKY POWER COMPANY 
 
 
 
By  ____________________________________ 
 Title 
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EXHIBIT 4.4(a) 
 

FORM OF OPINION OF COUNSEL 
TO THE COMPANY 

 
 
To the Parties listed 
On the Attached Schedule 
 
________, 2014 
 
Re: Kentucky Power Company 
 
Ladies and Gentlemen: 
 
I am Deputy General Counsel in the Legal Department of American Electric Power Service 
Corporation, a New York corporation (“AEPSC”) and subsidiary of American Electric Power 
Company, Inc. (“AEP”) and an affiliate of Kentucky Power Company, a Kentucky corporation 
(“KPC”), and have acted as counsel to KPC, in connection with (i) the execution and delivery of 
the Note Purchase Agreement, dated as of July 10, 2014 (the “Note Purchase Agreement”) 
among KPC and you, as purchasers (each, a “Purchaser” and, collectively, the “Purchasers”); 
and (ii) the execution and delivery by KPC of (a) $120,000,000 aggregate principal amount of 
the Company’s 4.18% Senior Notes, Series A, due September 30, 2026, and (b) $80,000,000 
aggregate principal amount of the Company’s 4.33% Senior Notes, Series B, due December 30, 
2026 (collectively, the “Notes”, and together with the Note Purchase Agreement, the “Operative 
Agreements”).  Capitalized terms not otherwise defined herein shall have the meanings specified 
in Schedule B to the Note Purchase Agreement. 
 
I, or attorneys over whom I exercise supervision, have examined executed counterparts of the 
Operative Agreements, Certificate of KeyBanc Capital Markets Inc. and RBS Securities Inc., 
dated the date hereof (the “Certificate”), delivered in connection with the Operative Agreements 
certifying that the Notes have been offered only to a limited number of institutional investors, 
and have also examined originals or copies of such agreements and other instruments and 
records, certificates of public officials and of officers of the KPC and such other documents and 
instruments as I have deemed relevant and necessary as a basis for the opinions expressed below.  
In making such examination, I, or attorneys over whom I exercise supervision, have assumed 
without investigation, the legal capacity of all natural persons, the genuineness of signatures 
(other than signatures on behalf of KPC), the authenticity, accuracy, and completeness of all 
documents submitted to me as originals and the conformity to original documents of all 
documents submitted to me as certified, photostatic or facsimile copies.  I, or attorneys over 
whom I exercise supervision, have further assumed that each document furnished by a 
Governmental Authority is accurate, complete and authentic and all official records are accurate 
and complete. 

 
In connection with the opinions rendered herein, I have relied (where such reliance is reasonable 
but without independent inquiry) upon the representations of the parties made in the Operative 
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Agreements, and upon certificates of KPC or of its officers, and on certificates of public 
officials.   
I have assumed, with your permission and without investigation, the due execution and delivery 
of the Note Purchase Agreement by each party thereto (other than KPC). 
 
Based on the foregoing and having due regard for such legal considerations as I deem relevant, 
and subject to the further qualifications, limitations, exceptions and assumptions hereinafter set 
forth, I am of the opinion that: 
 

1. KPC is a corporation duly organized, legally existing and in good standing under the 
laws of the Commonwealth of Kentucky, and KPC has full right, power and authority to enter 
into and perform the Operative Agreements.  KPC is duly authorized to conduct its business in 
each jurisdiction in which it operates and is duly qualified and is in good standing as a foreign 
corporation in each jurisdiction where the character of its properties or the nature of its activities 
makes such qualification necessary except where the failure to be so qualified will not have a 
material adverse effect on the business, properties or condition (financial or otherwise) of KPC. 
 

2. The Operative Agreements have been duly authorized, executed and delivered by 
KPC and constitute legal, valid and binding obligations, contracts and agreements of KPC 
enforceable in accordance with their terms.   
 

3. No approval, consent or authorization on the part of any regulatory body, Federal, 
state or local, is necessary as a condition to the lawful execution and delivery by KPC of the 
Operative Agreements, except for authorizations or approvals (i) as have already been obtained 
by KPC, are in full force and effect, have not been revoked or amended, are not the subject of 
any pending or, to the best of my knowledge, threatened attack on appeal or by direct 
proceedings or otherwise, (ii) as may be required under state securities or Blue Sky laws in 
connection with the purchase of the Notes by the Purchasers and (iii) as are not required to be 
made until after closing of the purchase and sale of the Notes. 
 

4. The execution, delivery and performance by KPC of the Operative Agreements will 
not violate any provisions of any Kentucky or Federal statutes, laws, rules or regulations or any 
order or decree of any court or governmental authority or agency and will not conflict with nor 
result in any breach of any of the provisions of, or constitute a default under, or result in the 
creation of any lien upon any property of KPC under the provisions of any agreement, charter, 
instrument, by-law or other instrument to which KPC is a party or by which it may be bound.   
 

5. (i)  Assuming (a) the accuracy of the representations of the Purchasers set forth in 
Section 6 of the Note Purchase Agreement and (b) the accuracy of the representations made in 
the Certificate, the offer, sale and delivery of the Notes to the Purchasers in the manner 
contemplated by the Note Purchase Agreement constitute exempted transactions under the 
registration provisions of the Securities Act of 1933 and do not require any registration thereof 
under the Securities Act of 1933 (it being understood that I express no opinion as to any 
subsequent resale of any Notes). 
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6. KPC is not an “investment company” or a company “controlled” by an “investment 
company” under the Investment Company Act of 1940, as amended. 
 

7. The issuance of the Notes and the use of the proceeds of the sale of the Notes in 
accordance with the provisions of and contemplated by the Note Purchase Agreement do not 
violate or conflict with Regulation T, U or X of the Board of Governors of the Federal Reserve 
System. 
 

8. Except as disclosed in the Annual Report for the year ended December 31, 2013 and 
the Quarterly Report dated March 31, 2014, there are no proceedings pending or, to my 
knowledge after due inquiry, threatened, against or affecting KPC in any court or before any 
governmental authority or arbitration board or tribunal which if adversely determined would 
individually or in the aggregate materially and adversely affect the business or properties of KPC 
or the ability of KPC to perform its obligations under the Operative Agreements.   
 

9. In any action or proceeding arising out of or relating to the Notes and the Note 
Purchase Agreement in any court of the Commonwealth of Kentucky or in any Federal court 
sitting in the Commonwealth of Kentucky, such court would recognize and give effect to the 
provisions thereof wherein the parties thereto agree that the Notes and the Note Purchase 
Agreement shall be governed by, and construed in accordance with, the laws of the State of New 
York.  However, if a court of the Commonwealth of Kentucky or a Federal court sitting in the 
Commonwealth of Kentucky were to hold that the Notes and the Note Purchase Agreement are 
governed by, and to be construed in accordance with, the laws of the State of Texas, the Notes 
and the Note Purchase Agreement would be, under the Commonwealth of Kentucky, the legal, 
valid and binding obligation of KPC, enforceable against KPC in accordance with their terms, 
subject to (i) applicable bankruptcy, insolvency, reorganization, fraudulent transfer and 
conveyance, voidable preference, moratorium, receivership, conservatorship, arrangement, or 
similar laws, and related regulations and judicial doctrines, from time to time in effect affecting 
creditors’ rights and remedies generally, and (ii) general principles of equity (including, without 
limitation, standards of materiality, good faith, fair dealing, and reasonableness, equitable 
defenses, the exercise of judicial discretion, and limits on the availability of equitable remedies), 
whether such principles are considered in a proceeding at law or in equity. 
 
The opinions expressed in paragraph 2 above are subject to the qualification that the 
enforceability of the obligations are subject to (i) applicable bankruptcy, insolvency, 
reorganization, fraudulent transfer and conveyance, voidable preference, moratorium, 
receivership, conservatorship, arrangement, or similar laws, and related regulations and judicial 
doctrines, from time to time in effect affecting creditors’ rights and remedies generally, and (ii) 
general principles of equity (including, without limitation, standards of materiality, good faith, 
fair dealing, and reasonableness, equitable defenses, the exercise of judicial discretion, and limits 
on the availability of equitable remedies), whether such principles are considered in a proceeding 
at law or in equity.  In addition, in connection with my enforceability opinions set forth in 
paragraph 2 above, I express no opinion with respect to provisions of the Operative Agreements 
purporting to waive or not give effect to legal defenses that cannot be waived under applicable 
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law or other rights or benefits that cannot be waived under applicable law.  Further, I am a 
member of the Bar of the States of New York and Ohio and do not purport to be expert on the 
laws of any jurisdiction other than the laws of the States of New York and Ohio and the Federal 
laws of the United States of America, and for purposes of paragraphs 1, 2, 3, 4 and 9 of this 
opinion only, Kentucky.  I express no opinion as to any laws of any jurisdiction other than the 
laws of the States of New York and Ohio and the Federal law of the United States of America, 
and for purposes of paragraphs 1, 2, 3, 4 and 9 of this opinion only, Kentucky. 
 
In rendering the foregoing opinion in paragraph 5 hereof, I have relied, insofar as securities 
matters are concerned, in part, on the Certificate executed and delivered by KeyBanc Capital 
Markets Inc. and RBS Securities Inc. (the only persons authorized or employed by KPC as agent, 
broker, dealer or otherwise in connection with the offering or sale of the Notes or any similar 
Security) and delivered to KPC. 
 
In addition, I express no opinion as to the enforceability of indemnification agreements provided 
in the Operative Agreements, to the extent such enforceability may be barred or limited by 
considerations of public policy.  
 
This opinion is rendered solely for your benefit in connection with the above-described 
transaction and may not be used, circulated, quoted, relied upon or otherwise referred to by any 
other person (except that any permitted subsequent holders of the Notes may rely hereon) for any 
other purpose without my prior written consent; provided that, Winston & Strawn LLP, special 
counsel for the Purchasers, may rely on the opinions expressed in this opinion letter in 
connection with the opinion to be furnished by them in connection with the above-described 
transactions; and provided further, that any of the Purchasers and any permitted subsequent 
holders of the Notes may furnish a copy hereof (but no such person shall be entitled to rely 
thereon) (i) to its independent auditors and attorneys, (ii) to any state or federal authority or 
independent banking, insurance board (including the NAIC) or body having regulatory 
jurisdiction over it, (iii) pursuant to order or legal process of any court or governmental agency, 
(iv) in connection with any legal action to which it is a party arising out of or in respect of any 
Note or the Note Purchase Agreement and (v) any potential transferee of the Notes.  I undertake 
no responsibility to update or supplement this opinion in response to changes in law or future 
events or circumstances. 
 
Very truly yours, 
 
 
Jeffrey D. Cross 
Counsel for Kentucky Power Company 
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EXHIBIT 4.4(b) 
 

FORM OF OPINION OF SPECIAL COUNSEL 
TO THE PURCHASERS 

 

______, 2014 

To the Purchasers listed on Schedule I 
attached hereto 
 

Re:  Kentucky Power Company 
$120,000,000 4.18% Senior Notes, Series A, due September 30, 2026 
$80,000,000 4.33% Senior Notes, Series B, due December 30, 2026 

 
Ladies and Gentlemen: 

We have acted as your special counsel in connection with (i) the issuance by Kentucky 
Power Company, a corporation formed under the laws of the State of Kentucky (the “Issuer”), of 
its Series A and Series B Senior Notes, in an aggregate principal amount of $200,000,000 
(collectively, the “Notes”), and (ii) the purchase by you pursuant to the Note Purchase 
Agreement among the Purchasers named therein and the Issuer, to be dated as of the date hereof 
(the “Note Purchase Agreement”) of Notes in the principal amounts set forth in Schedule A to 
the Note Purchase Agreement.  All capitalized terms used herein and not otherwise defined shall 
have the meanings ascribed thereto in the Note Purchase Agreement.  This opinion letter is 
delivered to you pursuant to the provisions of Section 4.4(b) of the Note Purchase Agreement. 

In rendering the opinions set forth herein, we have examined: 

(i) the Note Purchase Agreement; 

(ii) the Notes (the items identified in clauses (i) and (ii) are collectively hereinafter 
referred to as the “Transaction Documents”); and such other agreements, instruments and 
documents, and such questions of law as we have deemed necessary or appropriate to enable us 
to render the opinions expressed below. 

Additionally, we have examined originals or copies, certified to our satisfaction, of such 
certificates of public officials and officers of the Issuer, and we have made such inquiries of 
officers of the Issuer as we have deemed relevant or necessary, as the basis for the opinions set 
forth herein.  As to questions of fact material to such opinions we have, when relevant facts were 
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(to Note Purchase Agreement) 

not independently established, relied upon the representations made in the Transaction 
Documents and upon certifications made by officers and other representatives of the Issuer. 

In rendering the opinions expressed below, we have, with your consent, assumed (i) that 
the Transaction Documents have been duly authorized, executed and delivered by each party 
thereto, (ii) that the consummation of the transactions contemplated in the Transaction 
Documents has been duly authorized by the Issuer, (iii) the legal capacity of all natural persons 
executing documents, (iv) that the signatures of persons signing all documents in connection 
with which this opinion letter is rendered are genuine, (v) all documents submitted to us as 
originals or duplicate originals are authentic and (vi) all documents submitted to us as copies, 
whether certified or not, conform to authentic original documents.  Additionally, we have, with 
your consent, assumed and relied upon, the following: 

(a) the accuracy and completeness of all certificates and other statements, documents, 
records, financial statements and papers reviewed by us, and the accuracy and completeness of 
all representations, warranties, schedules and exhibits contained in the Transaction Documents, 
with respect to the factual matters set forth therein; 

(b) all parties to the documents reviewed by us are duly organized, validly existing 
and in good standing under the laws of their respective jurisdictions of incorporation or 
formation and under the laws of all jurisdictions where they are conducting their businesses or 
otherwise required to be so qualified, and have full power and authority to execute, deliver and 
perform under such documents and all such documents have been duly authorized, executed and 
delivered by such parties; and 

(c) because a claimant bears the burden of proof required to support its claims, the 
Purchasers will undertake the effort and expense necessary to fully present their claims in the 
prosecution of any right or remedy accorded the Purchasers under the Transaction Documents.  

Based upon the foregoing and subject to the qualifications, limitations and comments 
stated herein, we are of the opinion that: 

1. The Transaction Documents constitute the valid and binding obligations of the 
Issuer, enforceable against the Issuer in accordance with their respective terms. 

2. It was not necessary in connection with the offering, issuance, sale and delivery of 
the Notes, under the circumstances contemplated by the Note Purchase Agreement, to register 
said Notes under the Securities Act of 1933, as amended, or to qualify an indenture in respect of 
said Notes under the Trust Indenture Act of 1939, as amended. 

3. Neither the execution or delivery by the Issuer of the Transaction Documents nor 
the performance by the Issuer of its obligations thereunder requires the consent or approval of, or 
any filing or registration with, any governmental body, agency or authority of the State of New 
York or the United States of America other than any consents, approvals or filings required in 
connection with the exercise by any Purchaser of certain remedies under the Transaction 
Documents to the extent required pursuant to the terms thereof. 
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4. The opinion letter dated today of internal counsel to American Electric Power 
Service Corporation, an affiliate of the Issuer and delivered to you pursuant to Section 4.4(a) of 
the Note Purchase Agreement is satisfactory to us in form and scope with respect to the matters 
covered thereby and in our opinion you are justified in relying thereon. 

The opinions as expressed herein are subject to the following qualifications, limitations 
and comments: 

 (a) the enforceability of the Transaction Documents is and the obligations of 
the Issuer under the Transaction Documents and the availability of certain rights and remedial 
provisions provided for in the Transaction Documents are subject to (1) judicial action giving 
effect to foreign governmental actions or foreign laws, in either case, affecting creditors’ rights, 
(2) the effect of bankruptcy, fraudulent conveyance or transfer, insolvency, reorganization, 
arrangement, liquidation, conservatorship, and moratorium laws, (3) limitations imposed by 
other laws and judicial decisions relating to or affecting the rights of creditors or secured 
creditors generally, and (4) general principles of equity (regardless of whether enforcement is 
considered in proceedings at law or in equity), upon the availability of injunctive relief or other 
equitable remedies, including, without limitation, where (A) the breach of such covenants or 
provisions imposes restrictions or burdens upon a debtor and it cannot be demonstrated that the 
enforcement of such remedies, restrictions or burdens is reasonably necessary for the protection 
of a creditor; (B) a creditor’s enforcement of such remedies, covenants or provisions under the 
circumstances, or the manner of such enforcement, would violate such creditor’s implied 
covenant of good faith and fair dealing, or would be commercially unreasonable; or (C) a court 
having jurisdiction finds that such remedies, covenants or provisions were, at the time made, or 
are in application, unconscionable as a matter of law or contrary to public policy; 

 (b) as to our opinions set forth in paragraph 1 hereof, we express no opinion 
as to the enforceability of cumulative remedies to the extent such cumulative remedies purport to 
or would have the effect of compensating the party entitled to the benefits thereof in amounts in 
excess of the actual loss suffered by such party; 

 (c) we express no opinion as to the validity, binding effect or enforceability of 
any indemnification provisions of the Transaction Documents to the extent such obligations are 
contrary to applicable law or public policy or require an indemnification of a party for its own 
actions or inactions, to the extent such action or inaction involves gross negligence, recklessness, 
willful misconduct or unlawful conduct; 

 (d) requirements in the Transaction Documents specifying that provisions 
thereof may only be waived in writing may not be valid, binding or enforceable to the extent that 
an oral agreement or an implied agreement by trade practice or course of conduct has been 
created modifying any provision of such documents; 

 (e) we express no opinion with respect to the validity, binding effect or 
enforceability of any purported waiver, release or disclaimer under any of the Transaction 
Documents relating to statutory or equitable rights and defenses of the parties which are not 
subject to waiver, release or disclaimer; 
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EXHIBIT 4.4(b) 
(to Note Purchase Agreement) 

 (f) we express no opinion with respect to the applicability or effect of federal 
or state anti-trust, tax, and except as to matters covered in paragraph 2, securities or “blue sky” 
laws with respect to the transactions contemplated by the Transaction Documents;  

 (g) we express no opinion regarding the severability of any provision 
contained in the Transaction Documents; 

 (h) we express no opinion with respect to the validity, binding effect or 
enforceability of any provision of the Transaction Documents (i) purporting to establish consent 
to jurisdiction, insofar as it purports to confer subject matter jurisdiction on a United States 
District Court to adjudicate any controversy relating to such Transaction Documents in any 
circumstance in which such court would not have subject matter jurisdiction, (ii) the waiver of 
inconvenient forum with respect to proceedings in such United States District Court or (iii) the 
waiver of the right to jury trial; 

 (i) in rendering the opinions expressed in paragraph 2 hereof, we have 
assumed the accuracy of the representations and warranties of the Purchasers in the Note 
Purchase Agreement and representations by Keybanc Capital Markets Inc.. and RBS Securities 
Inc.. as to, inter alia, the number of offerees of the Notes.  Further, we have assumed that no 
form of general solicitation or general advertising was used or will be used in connection with 
the offering of the Notes; 

 (j) our opinion with respect to the enforceability of the choice of law 
provisions of the Transaction Documents in paragraph 1 above is rendered in reliance on Section 
5-1401 of the New York General Obligations Law and is subject to the qualifications that such 
enforceability (i) may be limited by public policy considerations of any jurisdiction, other than 
the State of New York, in which enforcement of such provisions, or of a judgment upon an 
agreement containing such provisions, is sought and (ii) does not apply to the extent provided in 
Section 1-105(2) of the Uniform Commercial Code as in effect in New York.  Accordingly, we 
express no opinion as to the effect of the law of any jurisdiction (other than the State of New 
York) as to the choice of law in the Transaction Documents (including, without limitation, 
whether any court outside the State of New York would honor the choice of New York law as 
the governing law of the Transaction Documents); 

 (k) we express no opinion as to the effect of the law of any jurisdiction (other 
than New York) wherein any party seeking enforcement of any Transaction Document may be 
located or wherein the enforcement of any Transaction Document may be sought that limits the 
rates of interest legally chargeable or collectable; and 

 (m) we express no opinion with respect to the enforceability of any indemnity 
against loss in converting into a specified currency the proceeds or amount of a court judgment 
in another currency. 

The opinions expressed herein are based upon and are limited to the laws of the State of 
New York and the laws of the United States of America and we express no opinion with respect 
to the laws of any other state, jurisdiction or political subdivision.  The opinions expressed herein 
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EXHIBIT 4.4(b) 
(to Note Purchase Agreement) 

based on the laws of the State of New York and the United States of America are limited to the 
laws generally applicable in transactions of the type covered by the Transaction Documents. 
 

Our opinions set forth in this letter are based upon the facts in existence and laws in 
effect on the date hereof and we expressly disclaim any obligation to update our opinions herein, 
regardless of whether changes in such facts or laws come to our attention after the delivery 
hereof. 

This opinion letter is rendered only to the Purchasers and is solely for their benefit in 
connection with the execution and delivery of the Notes and for the benefit of any institutional 
investor transferee of the Notes; provided that any such transfer of the Notes is made and 
consented to in accordance with the express provisions of Section 13.2 of the Note Purchase 
Agreement, on the condition and understanding that (i) this opinion letter speaks only as of the 
date hereof, (ii) we have no responsibility or obligation to update this letter, to consider its 
applicability or correctness to other than its addressees, or to take into account changes in law, 
facts or any other developments of which we may later become aware, and (iii) any such reliance 
by a future transferee must be actual and reasonable under the circumstances existing at the time 
of transfer, including any changes in law, facts or any other developments known to or 
reasonably knowable by the transferee at such time.  This opinion letter may not be relied upon 
in any manner by any other person and may not be disclosed, quoted, filed with a governmental 
agency or otherwise referred to without our prior written consent, except that the Purchasers (i) 
may deliver a copy of this opinion letter to such institutional investor transferee and (ii) may 
furnish a copy of this opinion letter to the National Association of Insurance Commissioners, 
applicable regulatory authorities or as may otherwise be required by law, court order or 
subpoena. 

Very truly yours, 
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NEW ISSUE - BOOK ENTRY ONLY    
 
In the opinion of Squire Patton Boggs (US) LLP, Bond Counsel, under existing law (i) assuming continuing compliance with certain covenants and the 
accuracy of certain representations, interest on the Bonds is excluded from gross income for federal income tax purposes, except interest on any Bond for any 
period during which it is held by a “substantial user” or a “related person,” as those terms are used in Section 147(a) of the Internal Revenue Code of 1986, as 
amended (the “Code”), (ii) interest on the Bonds is an item of tax preference under Section 57 of the Code for purposes of the federal alternative minimum 
tax imposed on individuals and corporations, and (iii) the Bonds, and all interest and income thereon, are exempt from all taxation by the State of West 
Virginia and any county, municipality, political subdivision or agency thereof, except inheritance taxes.  Interest on the Bonds may be subject to certain 
federal taxes imposed only on certain corporations.  See TAX EXEMPTION. 
 

$65,000,000 
West Virginia Economic Development Authority 

Solid Waste Disposal Facilities Revenue Refunding Bonds 
(Kentucky Power Company – Mitchell Project), 

Series 2014A 
 

Interest to accrue from date of issuance          Due:  April 1, 2036 
 

The Series 2014A Bonds (the “Bonds”) are limited obligations of the West Virginia Economic Development Authority (the “Issuer”), and do not 
constitute an indebtedness or a charge against the general credit of the Issuer or the State of West Virginia.  The Bonds are payable solely from, and secured 
by a pledge of, the loan repayments under a note issued under the terms of a Loan Agreement (the “Agreement”) between the Issuer and 

 
KENTUCKY POWER COMPANY 

 
(the “Company”) and from funds drawn under an irrevocable direct pay letter of credit (the “Letter of Credit”) issued by 
 

SUMITOMO MITSUI BANKING CORPORATION 
 

The Letter of Credit will permit the Trustee, The Bank of New York Mellon Trust Company, N.A., to draw up to (a) an amount sufficient to pay (i) the 
principal of the Bonds when due at maturity or upon redemption or acceleration and (ii) the portion of the purchase price of the Bonds tendered to the Trustee and 
not remarketed or for which remarketing proceeds have not been timely received by the draw time under the Letter of Credit corresponding to the principal 
amount of such Bonds, plus (b) an amount equal to 35 days’ interest on the Bonds at a maximum rate of 12% per annum to pay (i) interest on the Bonds when 
due and (ii) the portion of the purchase price of the Bonds tendered to the Trustee and not remarketed or for which remarketing proceeds have not been timely 
received by the draw time under the Letter of Credit corresponding to the accrued interest on such Bonds.  The Letter of Credit will expire on June 26, 2017 or on 
the earliest occurrence of one or more of the events described herein, unless extended by Sumitomo Mitsui Banking Corporation (the “Letter of Credit Bank”) 
(see THE LETTER OF CREDIT AND REIMBURSEMENT AGREEMENT-- The Letter of Credit herein).  Unless the Letter of Credit is replaced or extended as 
described herein, the Bonds will be subject to mandatory purchase prior to its expiration. 

 
The Bonds will initially bear interest at a Weekly Rate determined by the Remarketing Agent (as defined herein) as described under THE BONDS -- 

Form and Denomination of Bonds; Payments on the Bonds -- Interest herein, payable on the first Business Day of each month commencing July 1, 2014.  
Upon satisfaction of the conditions specified in the Indenture, the Company may from time to time change the interest rate determination method for the 
Bonds to a Daily Rate, a Weekly Rate or certain other interest rate modes provided for in the Indenture. 

 
The Bonds are subject to mandatory tender and redemption as described under THE BONDS – Mandatory Tender for Purchase and THE BONDS -

- Redemption of Bonds herein.  When a Daily Rate or Weekly Rate is in effect for the Bonds, holders of the Bonds will have the option to tender their Bonds 
for purchase as described under THE BONDS -- Optional Tender herein. 

 
While the Bonds bear interest at a Daily Rate or a Weekly Rate they will be issued as fully registered bonds in denominations of $100,000 and any 

larger denominations constituting an integral multiple of $5,000.  The Bonds will be issued pursuant to an Indenture of Trust (the “Indenture”), between the Issuer 
and The Bank of New York Mellon Trust Company, N.A., as trustee (the “Trustee”).  The Bonds will be issued as fully registered bonds and will be registered 
initially in the name of Cede & Co., as registered owner and nominee for The Depository Trust Company, New York, New York (“DTC”).  DTC acts as a 
securities depository for the Bonds.  Except under the limited circumstances described herein, Beneficial Owners of book-entry interests in Bonds will not receive 
certificates representing their interests.  Payments of principal or purchase price of and interest on the Bonds will be made through DTC and disbursements of 
such payments to Beneficial Owners will be the responsibility of DTC and its Participants. See THE BONDS – Book-Entry Only System herein.  U.S. Bank 
Municipal Securities Group, a Division of U.S. Bank National Association, will act as underwriter (the “Underwriter”) for the Bonds.  U.S. Bancorp Investments, 
Inc. and U.S. Bank Municipal Securities Group, a Division of U.S. Bank National Association, will act as remarketing agent (the “Remarketing Agent”) for the 
Bonds. 
 

    PRICE: 100% 
  
 This cover page contains limited information for quick reference only and is not a summary of this Official Statement.  Investors should read the 
entire Official Statement to obtain information essential to the making of an informed investment decision. 
 

The Bonds are offered, subject to prior sale, when, as and if issued and received by the Underwriter, subject to the approval of their validity by 
Squire Patton Boggs (US) LLP, Bond Counsel, as described herein, and certain other conditions.  Certain legal matters, other than the validity of the Bonds 
and the exclusion from gross income for Federal income tax purposes of interest thereon, will be passed on for the Underwriter by its counsel, Hunton & 
Williams LLP, New York, New York, for the Letter of Credit Bank by its counsel, Winston & Strawn LLP and for the Company by its internal counsel.  
Delivery of the Bonds in book-entry-only form is expected on or about June 26, 2014, through the facilities of DTC in New York, New York, against 
payment therefor. 

 
US Bancorp 

          
Dated:  June 19, 2014 
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_______________ 

 
No person has been authorized to give any information or to make any representations 

other than those contained in this Official Statement in connection with the offer made hereby 
and, if given or made, such information or representations must not be relied upon as having 
been authorized by the Issuer, the Company, the Letter of Credit Bank or the Underwriter.  
Neither the delivery of this Official Statement nor any sale hereunder shall under any 
circumstances create any implication that there has been no change in the affairs of the Issuer, 
the Letter of Credit Bank or the Company since the date hereof.  This Official Statement does not 
constitute an offer or solicitation in any jurisdiction in which such offer or solicitation is not 
authorized, or in which the person making such offer or solicitation is not qualified to do so or to 
any person to whom it is unlawful to make such offer or solicitation.  The Issuer neither has nor 
assumes any responsibility as to the accuracy or completeness of the information in this Official 
Statement, all of which has been furnished by others, other than information under THE ISSUER. 
 

The Underwriter has provided the following sentence for inclusion in this Official 
Statement.  The Underwriter has reviewed the information in this Official Statement in 
accordance with, and as a part of, its responsibilities to investors under the federal securities laws 
as applied to the facts and circumstances of this transaction, but the Underwriter does not 
guarantee the accuracy or completeness of such information. 
 
CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN 
TRANSACTIONS THAT STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE PRICE 
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OF THE BONDS, INCLUDING BY ENTERING STABILIZING BIDS.  FOR A 
DESCRIPTION OF THESE ACTIVITIES, SEE UNDERWRITING HEREIN. 
 
IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN 
EXAMINATION OF THE ISSUER, THE COMPANY AND THE TERMS OF THE 
OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. THESE SECURITIES 
HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES 
COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE FOREGOING 
AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE 
ADEQUACY OF THIS OFFICIAL STATEMENT. ANY REPRESENTATION TO THE 
CONTRARY IS A CRIMINAL OFFENSE.
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$65,000,000 
West Virginia Economic Development Authority 

Solid Waste Disposal Facilities Revenue Refunding Bonds 
(Kentucky Power Company - Mitchell Project), 

Series 2014A 
 

INTRODUCTORY STATEMENT 
 
This Official Statement, including the Appendices hereto, is provided to furnish certain 

information in connection with the issuance by the West Virginia Economic Development 
Authority, a public corporation and governmental instrumentality of the State of West Virginia 
(“Issuer”) of its Solid Waste Disposal Facilities Revenue Refunding Bonds (Kentucky Power 
Company - Mitchell Project), Series 2014A, in the aggregate principal amount of $65,000,000 
(the “Bonds”).  The Issuer neither has nor assumes any responsibility as to the accuracy or 
completeness of the information in this Official Statement, all of which has been furnished by 
others, other than the information pertaining to the Issuer under THE ISSUER. 
 

The Bonds will be issued under and pursuant to a resolution of the Issuer adopted on 
March 20, 2014 (“Resolution”) and an Indenture of Trust, dated as of June 15, 2014 
(“Indenture”), between the Issuer and The Bank of New York Mellon Trust Company, N.A., as 
trustee (in such capacity, the “Trustee”).  Capitalized terms used herein and not otherwise 
defined shall have the meanings given to them in the Indenture. 
 

Pursuant to a Loan Agreement, dated as of June 15, 2014 (“Agreement”), between the 
Issuer and Kentucky Power Company (“Company”), the Issuer will loan to the Company the 
proceeds of the Bonds to be used to provide funds to refund or to pay at redemption the Issuer’s 
Solid Waste Disposal Facilities Revenue Bonds (Ohio Power Company – Mitchell Project) 
Series 2008A (the “Refunded Bonds”). The Refunded Bonds were issued to redeem bonds that 
were issued by the Issuer for the purpose of providing a portion of the funds for the acquisition, 
construction and improvement of solid waste disposal facilities (the “Project”), or portions 
thereof, designed for the disposal of solid wastes at the Mitchell Generating Station located near 
Moundsville, West Virginia (the “Plant”). 
 

In order to evidence the loan from the Issuer (the “Loan”) and to provide for its 
repayment, the Company will issue a nonnegotiable promissory note (the “Note”) pursuant to the 
Agreement.  Payments required under the Note will be sufficient, together with any other funds 
on deposit in the Bond Fund (hereinafter described) under the Indenture, to pay the principal of 
and premium, if any, and interest on the Bonds and to make or provide for payments to the 
paying agent for the Bonds (“Paying Agent”), initially The Bank of New York Mellon Trust 
Company, N.A., equal to 100% of the principal amount of the Bonds plus accrued interest, if 
any, upon tender thereof (“Purchase Price”).  The Bonds will not otherwise be secured by a 
mortgage on, or security interest in, any of the Project or any other property of the Company. 
 

The Bonds will initially bear interest at a Weekly Rate until converted to another 
permitted interest rate mode as described herein.  While accruing interest at the Daily or Weekly 
Rates, the Bonds are subject to optional and mandatory tender, as described herein.  Bonds 
converted to a different interest rate mode will be subject to mandatory tender upon conversion.  
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When a Daily Rate or Weekly Rate is in effect for the Bonds, holders of the Bonds will have the 
option to tender their Bonds for purchase as described herein.  The Daily Rate or Weekly Rate 
for an interest period for the Bonds will be determined by the Remarketing Agent as set forth in 
the Indenture. 
  

While the Bonds bear interest at a Daily Rate or a Weekly Rate they will be issued in 
denominations of $100,000 and any larger denominations constituting an integral multiple of 
$5,000.  The Bonds will be held by The Depository Trust Company (“DTC”), or its nominee, as 
securities depository with respect to the Bonds.  See THE BONDS – Book-Entry Only System. 
 

Concurrently with the issuance of the Bonds, the Company will cause to be delivered to 
the Trustee an irrevocable direct pay letter of credit (the “Letter of Credit”) issued by the Letter 
of Credit Bank, in the initial aggregate stated amount of $65,747,945.  Under the Letter of 
Credit, the Trustee will be permitted to draw up to (a) an amount sufficient to pay (i) the 
principal of the Bonds when due at maturity, redemption or acceleration and (ii) the portion of 
the Purchase Price of the Bonds tendered to the Trustee and not remarketed or for which 
remarketing proceeds have not been timely received by the draw time under the Letter of Credit 
corresponding to the principal amount of such Bonds, plus (b) an amount equal to 35 days’ 
interest on the Bonds at a maximum rate of 12% per annum to pay (i) interest on the Bonds when 
due and (ii) the portion of the Purchase Price of the Bonds tendered to the Trustee and not 
remarketed or for which remarketing proceeds have not been timely received by the draw time 
under the Letter of Credit corresponding to the accrued interest on such Bonds. The expiration 
date of the Letter of Credit is June 26, 2017 unless earlier terminated or extended as described 
under The Letter of Credit and Reimbursement Agreement—the Letter of Credit.  The Letter of 
Credit may be replaced by an Alternate Letter of Credit (as defined herein) prior to its expiration 
date as described under The Letter of Credit and Reimbursement Agreement—Replacement of 
Letter of Credit herein.  If the Letter of Credit expires, is replaced by an Alternate Letter of 
Credit or is surrendered, the Bonds will be subject to mandatory tender for purchase, as 
described under The Bonds — Mandatory Tender for Purchase herein.  The Letter of Credit will 
be issued pursuant to the Reimbursement Agreement dated as of June 26, 2014 (the 
“Reimbursement Agreement”), between the Letter of Credit Bank and the Company. 
 

The Bonds are special obligations of the Issuer, and are to be paid solely from, and 
will be secured by a pledge of, payments to be made to the Issuer under the terms of the 
Agreement and funds drawn under the Letter of Credit.  See THE BONDS – Security for 
the Bonds. 
 

Brief descriptions of the Issuer, the Company, the Letter of Credit Bank and the Project 
and certain provisions of the Bonds, the Agreement, the Indenture, the Letter of Credit and the 
Reimbursement Agreement are included in this Official Statement.  Certain information with 
respect to the Company is set forth in Appendix A hereto.  Certain information with respect to 
the Letter of Credit Bank is set forth in Appendix B hereto.  Appendix C to this Official 
Statement sets forth the form of opinion Bond Counsel proposes to deliver relating to the Bonds.  
The descriptions herein of provisions of the Agreement, the Indenture, the Letter of Credit and 
the Reimbursement Agreement are qualified in their entirety by reference to such documents, 
and the description herein of provisions of the Bonds is qualified in its entirety by reference to 
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the form thereof included in the Indenture and the information with respect thereto included in 
the aforesaid documents.  All such descriptions are further qualified in their entirety by reference 
to laws and principles of equity relating to or affecting generally the enforcement of creditor’s 
rights.  Copies of such documents may be obtained from the office of the Company and are 
available for inspection at the office of the Trustee.  Words and terms not defined herein shall 
have the meanings set forth in the respective documents. 
 

THE ISSUER 
 

The West Virginia Economic Development Authority, empowered and authorized 
pursuant to Chapter 31, Article 15, Section 1, et. seq. of the Code of West Virginia, 1931, as 
amended (the “Act”), is a body corporate and politic, constituting a public corporation and 
government instrumentality of the State of West Virginia, with the power to borrow money and 
issue its bonds and other debt instruments for any of its purposes, and to finance making loans to 
finance any project to private corporations or to refund bonds issued for such purposes.  Such 
projects include solid waste disposal facilities.  The Issuer has no taxing power. 

 
THE BONDS SHALL NOT CONSTITUTE A DEBT OR A PLEDGE OF THE FAITH AND 
CREDIT OR TAXING POWER OF THE STATE OF WEST VIRGINIA OR OF ANY 
COUNTY, MUNICIPALITY OR ANY OTHER POLITICAL SUBDIVISION OF THE STATE 
OF WEST VIRGINIA, AND THE HOLDERS AND OWNERS THEREOF SHALL HAVE NO 
RIGHT TO HAVE TAXES LEVIED BY THE LEGISLATURE OF THE STATE OF WEST 
VIRGINIA OR THE TAXING AUTHORITY OF ANY COUNTY, MUNICIPALITY OR ANY 
OTHER POLITICAL SUBDIVISION OF THE STATE OF WEST VIRGINIA FOR THE 
PAYMENT OF THE PRINCIPAL OF, INTEREST ON OR PURCHASE PRICE OF THE  
BONDS, BUT SHALL BE PAYABLE SOLELY FROM REVENUES AND FUNDS 
PLEDGED FOR ITS PAYMENT AS AUTHORIZED BY THE ACT. 
 

THE PROJECT 
 

The Project consists of various systems which are designed for the disposal of solid 
wastes resulting from the operation of the Plant.  The solid waste disposal facilities are 
comprised of the portion of the flue gas desulfurization system (the “FGD System”) constructed 
with respect to the two 800 megawatt units at the Plant that relates to the disposal of solid waste 
generated as part of the FGD System. 
 

USE OF PROCEEDS 

The Issuer will cause the proceeds received upon sale of the Bonds to be deposited into 
the Refunding Fund created under the Indenture to be used to refund the Refunded Bonds within 
90 days of the issuance of the Bonds.  See THE INDENTURE– Refunding Fund. 

 
THE BONDS 

This Official Statement does not provide any information regarding the Bonds after 
the date, if any, on which the Bonds convert to bear interest, as permitted by the Indenture, 
at interest rates other than a Daily Rate or Weekly Rate.  The Bonds are subject to 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 777 of 1829



mandatory tender in the event of any such conversion.  See THE BONDS -- Mandatory 
Tender for Purchase below. 

 
The Bonds are special obligations of the Issuer and will be payable solely from the 

revenues and receipts arising out of or in connection with the Loan Agreement and funds drawn 
under the Letter of Credit.   

 
General 

The Bonds will be dated as of the date of the initial authentication and delivery thereof 
and will mature on April 1, 2036.  The Bonds initially will bear interest at a Weekly Rate 
commencing on the date of the issuance of the Bonds, subject to conversion to other interest rate 
modes as described herein. 

 
Beneficial interests in the Bonds will initially be issued pursuant to a Book-Entry Only 

System (“Book-Entry Only System”) maintained by The Depository Trust Company, New York, 
New York (“DTC”), as described below under the caption Book-Entry Only System.  Under the 
Indenture, the Issuer may appoint a successor securities depository to DTC.  (DTC, together with 
any such successor securities depository, is hereinafter referred to as the “Securities 
Depository”).  The following information is subject in its entirety to the provisions described 
below under the caption Book-Entry Only System while the Bonds are in the Book-Entry Only 
System.  

 
Upon surrender of the Bonds, principal of and premium, if any, on the Bonds are payable 

at maturity or upon redemption at the principal office of the Trustee.  As long as the Bonds are 
held by DTC, interest will be paid to DTC on each payment date.  If the book-entry system is 
discontinued, interest on the Bonds will be payable by check or draft mailed by the Trustee to the 
registered owners. 

 
Form and Denomination of Bonds; Payments on the Bonds  

General 

While the Bonds bear interest at a Daily Rate or a Weekly Rate they will be issued only 
as fully registered bonds, without coupons, in denominations of $100,000 and any larger 
denomination constituting an integral multiple of $5,000 (an “Authorized Denomination”).  The 
Bonds will be registered in the name of Cede & Co., as registered owner and nominee of DTC.  
DTC acts as securities depository for the Bonds and individual purchases of Bonds may be made 
in book-entry form only.  So long as the Bonds are in book-entry only form, purchasers of Bonds 
will not receive certificates representing their interest in the Bonds purchased.  So long as Cede 
& Co. is the registered owner of such Bonds, as nominee of DTC, references herein to the 
Bondholders or registered owners or holder shall mean Cede & Co., and shall not mean the 
Beneficial Owners (as defined below) of the Bonds. 

 
So long as Cede & Co. is the registered owner of the Bonds, principal of and interest on 

the Bonds are payable to Cede & Co., as nominee for DTC, which will, in turn, remit such 
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amounts to the DTC Participants (as defined below) for subsequent disbursement to the 
Beneficial Owners.  See – Book-Entry Only System below. 

 
The Bank of New York Mellon Trust Company, N.A. has been appointed as Trustee and 

Paying Agent under the Indenture.  The designated office of the Trustee and Paying Agent is 
located at 6525 W. Campus Oval, 2nd Floor, New Albany, Ohio 43054. 

 
The Trustee will not be required to make any transfer or exchange of any Bond during the 

ten days prior to the mailing of a notice of Bonds selected for redemption or, with respect to a 
Bond, after such Bond or any portion thereof has been selected for redemption.  Registration of 
transfers and exchanges shall be made without charge to the Bondholders, except that any 
required taxes or other governmental charges shall be paid by the Bondholder requesting 
registration of transfer or exchange.  

 
Interest  

Interest on the Bonds will be payable as described below.  Interest on the Bonds initially 
will be payable at a Weekly Rate on the first Business Day of each month, commencing July 1, 
2014.  The interest rate determination method for the Bonds may be changed by the Company as 
described under Change in Interest Rate Determination Method below.  See Summary below for 
a table summarizing certain provisions of the Bonds. 

 
“Business Day” means any day other than (i) a Saturday or Sunday, (ii) a day on which 

commercial banks in New York, New York or the city in which the designated corporate trust 
office of the Trustee or the principal office of the Remarketing Agent or payment office of the 
Letter of Credit Bank is located, are required or authorized by law to close, or (iii) a day on 
which the New York Stock Exchange is closed. 

 
Interest will accrue on the unpaid portion of the principal of the Bonds from the last date 

to which interest was paid, or if no interest has been paid, from the date of the original issuance 
of the Bonds until the entire principal amount of the Bonds is paid.  When interest is payable at a 
Daily or Weekly Rate, interest will be computed on the basis of the actual number of days 
elapsed over a year of 365 days (366 days in leap years). 

 
Daily Rate.  When interest on the Bonds is payable at a Daily Rate, the Remarketing 

Agent will set a Daily Rate on or before 10:00 A.M., New York City time, on each Business Day 
for that Business Day.  Each Daily Rate will be the minimum rate necessary (as determined by 
the Remarketing Agent based on the examination of tax-exempt obligations comparable to the 
Bonds known by the Remarketing Agent to have been priced or traded under then-prevailing 
market conditions) for the Remarketing Agent to sell the Bonds on the day the Daily Rate is set 
at their principal amount (without regard to accrued interest).  The Daily Rate for any non-
Business Day will be the rate for the last day for which a rate was set. 

 
Weekly Rate.  When interest on the Bonds is payable at a Weekly Rate, the Remarketing 

Agent will set a Weekly Rate on or before 5:00 P.M., New York City time, on the last Business 
Day before the commencement of a period during which the Bonds are to bear interest at a 
Weekly Rate and on each Wednesday thereafter so long as interest on the Bonds is to be payable 
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at a Weekly Rate or, if any Wednesday is not a Business Day, on the next preceding Business 
Day.  Each Weekly Rate will be the minimum rate necessary (as determined by the Remarketing 
Agent based on the examination of tax-exempt obligations comparable to the Bonds known by 
the Remarketing Agent to have been priced or traded under then-prevailing market conditions) 
for the Remarketing Agent to sell the Bonds on the date the Weekly Rate is set at their principal 
amount (without regard to accrued interest).  Each Weekly Rate shall apply to (i) the period 
beginning on the Thursday after the Weekly Rate is set and ending on the following Wednesday 
or, if earlier, ending on the day before the effective date of a new method of determining the 
interest rate on the Bonds or (ii) the period beginning on the effective date of the change to a 
Weekly Rate and ending on the next Wednesday. 

 
Fallback Interest Period and Rate.  If the appropriate Daily or Weekly Rate is not or 

cannot be determined for any reason, the method of determining interest on the Bonds will be 
payable at the Alternate Rate. 

 
“Alternate Rate” means, as of any date, the rate equal to The Securities Industry and 

Financial Markets Association (“SIFMA”) Municipal Swap Index of Municipal Market Data 
most recently available as of the date of determination or, if such index is no longer available, or 
if the rate is no longer published, a comparable index as described in the Indenture. 

 
Calculation and Notice of Interest.  The Remarketing Agent will provide the Trustee and 

the Company with notice in writing or by other written electronic means or by telephone 
promptly confirmed by facsimile transmission by 1:00 P.M., New York City time, (i) on the last 
Business Day of a month in which interest on the Bonds was payable at a Daily Rate, of the 
Daily Rate for each day in such month, (ii) on each day on which a Weekly Rate becomes 
effective, of the Weekly Rate and (iii) on any Business Day preceding any redemption or 
purchase date, any interest rate requested by the Trustee in order to enable it to calculate the 
accrued interest, if any, due on such redemption or purchase date.  Using the rates supplied by 
such notice, the Trustee will calculate the interest payable on the Bonds.  The Remarketing 
Agent will inform the Trustee and the Company orally at the oral request of either of them of any 
interest rate so set.  The Trustee will confirm the effective interest rate in writing to any 
Bondholder who requests it. 

 
The setting of the rates by the Remarketing Agent and the calculation of interest payable 

on the Bonds by the Trustee as provided in the Indenture will be conclusive and binding on the 
Issuer, the Company, the Trustee and the owners of the Bonds. 

 
Change in Interest Rate Determination Method.  The Company may change the method 

of determining the interest rate on all but not part of the Bonds, from time to time by notifying 
the Issuer, the Trustee, the Letter of Credit Bank and the Remarketing Agent.  The Company’s 
notice will specify (i) the effective date of the proposed change in interest rate determination 
method, (ii) the proposed interest rate determination method and (iii) a statement as to whether 
the Letter of Credit shall be terminated in connection with such change.  The interest rate 
payable on the Bonds will be payable at the proposed rate on the effective date specified in the 
Company’s notice, provided that: (i) the Company’s notice complies with the provisions of the 
Indenture and the change to the proposed interest rate determination method complies with 
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certain limitations set forth in the Indenture; and (ii) a Favorable Opinion of Tax Counsel 
required under the Indenture has been delivered with the notice (see Cancellation of Change in 
Interest Rate Determination Method if Opinion of Tax Counsel is Not Confirmed below).  It is 
currently anticipated that, should any of the Bonds be converted to bear interest at any rate other 
than a Daily Rate or a Weekly Rate, a reoffering memorandum or reoffering circular will be 
distributed describing the Bonds while they bear interest at any such interest rate. 

 
Notice of Change in Interest Rate Determination Method.  The Trustee, upon receiving 

notice from the Company pursuant to the Indenture, is required to give at least 15 days written 
notice by first-class mail to the Bondholders before the effective date of a change in the interest 
rate determination method.  Each notice will be effective when sent and will state: (i) that the 
interest rate determination method will change and what the new method will be; (ii) the 
proposed effective date of the new interest rate; and (iii) that the Bonds will be subject to 
mandatory tender on the effective date of the change and the information required to be included 
in a notice of tender pursuant to the Indenture.  See Mandatory Tender for Purchase-Notice of 
Tender below. 

 
Cancellation of Change in Interest Rate Determination Method if Opinion of Tax Counsel 

is Not Confirmed.  No change will be made in the interest rate determination method at the 
direction of the Company as described under Change in Interest Rate Determination Method 
above if the Company shall fail to deliver the Favorable Opinion of Tax Counsel described under 
Change in Interest Rate Determination Method above.  If notice of a change in the interest rate 
determination method has been mailed and, subsequently, a Favorable Opinion of Tax Counsel is 
rescinded, then the Trustee shall so notify the bondholders and the Bonds shall still be subject to 
a mandatory tender on the proposed date of change in the interest rate determination method and 
the Remarketing Agent shall remarket the Bonds pursuant to the terms of the Indenture. 

 
Special Considerations Relating to the Bonds 

The Remarketing Agent is Paid by the Company 

The Remarketing Agent’s responsibilities include determining the interest rate from time 
to time and remarketing Bonds that are optionally or mandatorily tendered by the owners thereof 
(subject, in each case, to the terms of the Remarketing Agreement (as defined herein)), all as 
further described in this Official Statement.  The Remarketing Agent is appointed by the 
Company and is paid by the Company for its services.  As a result, the interests of the 
Remarketing Agent may differ from those of existing holders and potential purchasers of Bonds. 

 
The Remarketing Agent Routinely Purchases Bonds for its Own Account 

The Remarketing Agent acts as remarketing agent for a variety of variable rate demand 
obligations and, in its sole discretion, routinely purchases such obligations for its own account in 
order to achieve a successful remarketing of the obligations (i.e., because there are otherwise not 
enough buyers to purchase the obligations) or for other reasons.  The Remarketing Agent is 
permitted, but not obligated, to purchase tendered Bonds for its own account and, if it does so, it 
may cease doing so at any time without notice.  The Remarketing Agent may also make a market 
in the Bonds by routinely purchasing and selling Bonds other than in connection with an optional 
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or mandatory tender and remarketing.  Such purchases and sales may be at or below par.  
However, the Remarketing Agent is not required to make a market in the Bonds.  The 
Remarketing Agent may also sell any Bonds it has purchased to one or more affiliated 
investment vehicles for collective ownership or enter into derivative arrangements with affiliates 
or others in order to reduce its exposure to the Bonds.  The purchase of Bonds by the 
Remarketing Agent may create the appearance that there is greater third party demand for the 
Bonds in the market than is actually the case.  The practices described above also may result in 
fewer Bonds being tendered in a remarketing. 

 
Bonds may be Offered at Different Prices on Any Date 

Pursuant to the Indenture, the Remarketing Agent is required to determine the applicable 
rate of interest that, in its judgment, is the minimum rate necessary (as determined by the 
Remarketing Agent based on the examination of tax-exempt obligations comparable to the 
Bonds known by the Remarketing Agent to have been priced or traded under then-prevailing 
market conditions) for the Remarketing Agent to sell the Bonds on the day the rate is set at their 
principal amount (without regard to accrued interest).  The interest rate will reflect, among other 
factors, the level of market demand for the Bonds (including whether the Remarketing Agent is 
willing to purchase Bonds for its own account).  There may or may not be Bonds tendered and 
remarketed on a day that the rate on the Bonds is set, the Remarketing Agent may or may not be 
able to remarket any Bonds tendered for purchase on such date at par and the Remarketing Agent 
may sell Bonds at varying prices to different investors on such date or any other date.  The 
Remarketing Agent is not obligated to advise purchasers in a remarketing if it does not have third 
party buyers for all of the Bonds at the remarketing price.  In the event the Remarketing Agent 
owns any Bonds for its own account, it may, in its sole discretion in a secondary market 
transaction outside the tender process, offer such Bonds on any date, including the day that the 
rate on the Bonds are set, at a discount to par to some investors. 

 
The Ability to Sell the Bonds other than through Tender Process May be Limited 

The Remarketing Agent may buy and sell Bonds other than through the tender process.  
However, it is not obligated to do so and may cease doing so at any time without notice and may 
require holders that wish to tender their Bonds to do so through the Trustee with appropriate 
notice.  Thus, investors who purchase the Bonds, whether in a remarketing or otherwise, should 
not assume that they will be able to sell their Bonds other than by tendering the Bonds in 
accordance with the tender process. 

 
Under Certain Circumstances, the Remarketing Agent May Be Removed, Resign or Cease 
Remarketing the Bonds, Without a Successor Being Named 

Under certain circumstances, the Remarketing Agent may be removed or have the ability 
to resign or cease its remarketing efforts, without a successor having been named, subject to the 
terms of the Remarketing Agreement and the Indenture. 
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Optional Tender 

While the Bonds bear interest at a Daily Rate or a Weekly Rate, the holder of any Bond 
may elect to have its Bond (or any portion of its Bond equal to the lowest authorized 
denomination or whole multiples thereof) purchased by the Trustee at the Purchase Price. 

 
Daily Rate Tender.  When interest on a Bond is payable at a Daily Rate and a book-entry 

system is in effect, a Beneficial Owner of such Bond (through its Direct Participant (as defined 
in Book-Entry Only System below) in the Securities Depository) may tender its interest in a Bond 
(or portion of Bond) by delivering an irrevocable written notice by telecopy, facsimile 
transmission or e-mail transmission to the Trustee and an irrevocable notice to the Remarketing 
Agent by telephone, telegraph or facsimile transmission, in each case prior to 11:00 A.M., New 
York City time, on a Business Day, stating the principal amount of the Bond (or portion of 
Bond) being tendered, payment instructions for the Purchase Price and the Business Day (which 
may be the date the notice is delivered) the Bond (or portion of Bond) is to be purchased.  The 
Beneficial Owner will effect delivery of such Bond by causing such Direct Participant to transfer 
its interest in the Bond equal to such Beneficial Owner’s interest on the records of the Securities 
Depository to the participant account of the Trustee with the Securities Depository.  Any notice 
received by the Trustee after 11:00 A.M., New York City time, will be deemed to have been 
given on the next Business Day. 

 
When interest on a Bond is payable at a Daily Rate and a book-entry system is not in 

effect, a holder of a Bond may tender the Bond (or portion of Bond) by delivering (i) the notices 
described above (which must include the certificate number of the Bond) and (ii) the Bond, to 
the Trustee by 1:00 P.M., New York City time, on the date of purchase. 

 
Weekly Rate Tender.  When interest on a Bond is payable at a Weekly Rate and a book-

entry system is in effect, a Beneficial Owner of such Bond (through its Direct Participant in the 
Securities Depository) may tender its interest in a Bond (or portion of Bond) by delivering an 
irrevocable written notice by telecopy, facsimile transmission or e-mail transmission to the 
Trustee and an irrevocable notice to the Remarketing Agent by telephone, telegraph or facsimile 
transmission, in each case prior to 5:00 P.M., New York City time, on a Business Day stating the 
principal amount of the Bond (or portion of Bond) being tendered, payment instructions for the 
Purchase Price and the date, which must be a Business Day at least seven days after the notice is 
delivered, on which the Bond (or portion of Bond) is to be purchased.  The Beneficial Owner 
shall effect delivery of such Bond by causing such Direct Participant to transfer its interest in the 
Bond equal to such Beneficial Owner’s interest on the records of the Securities Depository to the 
participant account of the Trustee or its agent with the Securities Depository. 

 
When interest on a Bond is payable at a Weekly Rate and a book-entry system is not in 

effect, a holder of a Bond may tender the Bond (or portion of Bond) by delivering (i) the notices 
as described above (which must include the certificate number of the Bond) and (ii) the Bond, to 
the Trustee by 1:00 P.M., New York City time, on the date of purchase. 

 
Payment of Purchase Price.  Payment of the Purchase Price of Bonds to be purchased 

upon optional tender as described above will be made by the Trustee in immediately available 
funds by 4:00 P.M., New York City time, on the date of purchase.  No purchase of Bonds by the 
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Trustee will be deemed to be a payment or redemption of the Bonds or of any portion thereof and 
such purchase will not operate to extinguish or discharge the indebtedness evidenced by such 
Bonds.  So long as the Letter of Credit is in effect, all payments of Purchase Price for the Bonds 
shall be made in accordance with the Indenture.  See Summary below. 

 
Provisions Applicable to All Tenders.  Bonds for which the owners have given notice of 

tender for purchase but which are not delivered on the tender date shall be deemed tendered.  
Bonds tendered for purchase on a date after a call for redemption has been given but before the 
redemption date will be purchased pursuant to the tender. 

 
Notice in respect of tenders and Bonds tendered must be delivered as follows: 
 

Trustee Remarketing Agent 
The Bank of New York Mellon Trust 
Company, N.A. 
6525 W. Campus Oval, 2nd Floor 
New Albany, Ohio 43054 
Attention: Corporate Trust Administration 
Telephone: (614) 775-5280 
Telecopier: (614) 775-5636 

U.S. Bancorp Municipal Securities Group 
461 Fifth Avenue 
New York, New York 10017 
Attn:  Short-Term Trading 
Telephone:  827-497-0032 
 

 

Irrevocability 

Each notice of tender constitutes an irrevocable tender for purchase of the Bond (or 
portion thereof) to which the notice relates on the purchase date at a price equal to 100% of the 
principal amount of such Bond (or portion thereof) plus any interest thereon accrued and unpaid 
as of the purchase date.  The determination of the Trustee as to whether a notice of tender has 
been properly sent will be conclusive and binding upon the Bondholders. 

 
The Trustee may refuse to accept delivery of any Bond for which a proper instrument of 

transfer has not been provided.  If any owner of a Bond who gave notice of optional tender or 
which is subject to mandatory tender fails to deliver its Bond to the Trustee at the place and on 
the applicable date and time specified, or fails to deliver its Bond properly endorsed, and moneys 
for the payment of such Bond are on deposit with the Trustee, its Bond shall constitute an 
undelivered Bond and interest shall cease to accrue on its Bonds as of the tender date and such 
owner shall have no right under the Indenture other than the right to receive payment of the 
Purchase Price thereof. 

 
Remarketing and Purchase 

Except to the extent the Company directs the Remarketing Agent not to remarket Bonds 
and except as otherwise provided in the Indenture, the Remarketing Agent for the Bonds will 
offer for sale and use reasonable efforts to sell all Bonds tendered for purchase (as described 
below) at a price equal to 100% of the principal amount thereof plus accrued interest, if any, to 
the purchase date.  The Trustee will pay the Purchase Price of the Bonds tendered for purchase 
first from the proceeds of the remarketing of such Bonds to persons other than the Company, the 
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affiliates of the Company and the Issuer and, if such proceeds are insufficient, second from the 
proceeds of a draw upon the Letter of Credit and, third, from money provided by the Company 
or otherwise available.  See THE REMARKETING AGREEMENT below.  

 
Redemption of Bonds 

The Bonds are subject to redemption as described below: 
 
Extraordinary Optional Redemption.  The Bonds are subject to redemption by the Issuer 

in whole or in part on any date if the Company, upon the occurrence of any of the following 
events, exercises its option to direct that redemption from moneys available therefor at a 
redemption price of 100% of the principal amount redeemed, plus accrued and unpaid interest to 
the redemption date: 

 
(a) The Project or the Plant (each as defined in the Agreement) shall have been damaged 

or destroyed to such an extent that the Company deems it not practical or desirable to rebuild, 
repair or restore the Project or Plant, as the case may be. 

(b) Title to, or the temporary use of, all or a significant part of the Project or the Plant 
shall have been taken under the exercise of the power of eminent domain so as to render the 
Project unsatisfactory to the Company for its intended purpose. 

(c) As a result of any changes in the Constitution of the State of West Virginia, the 
Constitution of the United States of America or any state or federal laws or as a result of 
legislative or administrative action (whether state or federal) or by final decree, judgment or 
order of any court or administrative body (whether state or federal) entered after any contest 
thereof by the Issuer or the Company in good faith, the Agreement shall have become void or 
unenforceable or impossible of performance in accordance with the intent and purpose of the 
parties as described therein. 

(d) Unreasonable burdens or excessive liabilities shall have been imposed upon the Issuer 
or the Company with respect to the Project or the Plant or the operation thereof, including, 
without limitation, the imposition of federal, state or other ad valorem, property, income or other 
taxes not being imposed on the date of the Agreement. 

(e) Changes in the economic availability of raw materials, operating supplies, energy 
sources or supplies or facilities (including, but not limited to, facilities in connection with the 
disposal of industrial wastes) necessary for the operation of the Project or the Plant occur or 
technological or other changes occur which in the Company’s reasonable judgment render the 
Project or the Plant uneconomic or obsolete. 

(f) Any court or administrative body shall enter a judgment, order or decree, or shall take 
administrative action, requiring the Company to cease all or any substantial part of its operations 
served by the Project or the Plant to such extent that the Company is or will be prevented from 
carrying on its normal operations at the Project or the Plant for a period of six consecutive 
months. 
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(g) The termination by the Company of operations at the Plant. 

Extraordinary Mandatory Redemption.  The Bonds are subject to mandatory redemption 
at any time in whole, or in part if such partial redemption will preserve the exemption from 
federal income taxation of interest on the remaining outstanding Bonds, at a redemption price 
equal to the principal amount thereof together with unpaid interest accrued to the date fixed for 
redemption, and without premium, if (a) a final decree or judgment of any federal court, in which 
the Company participates to the extent it deems sufficient, or (b) a final action by the Internal 
Revenue Service, in proceedings in which the Company participates to the extent it deems 
sufficient, determines that the interest paid or payable on Bonds to a person, other than, as 
provided in Section 147(a) of the Code, a “substantial user” of the Project or a “related person”, 
is or was includable in the gross income of the owner thereof for federal income tax purposes 
under the Code, as a result of the failure by the Company to observe or perform any covenant, 
condition or agreement on its part to be observed or performed under the Agreement or the 
inaccuracy of any representation by the Company under the Agreement or receipt by the 
Company of an Opinion of Tax Counsel to such effect obtained by the Company and rendered at 
the request of the Company; provided, however, that no decree or judgment by any court or 
action by the Internal Revenue Service shall be considered final unless the Bondholder or 
Beneficial Owner involved in such proceeding or action (i) gives the Company and the Trustee 
prompt written notice of the commencement thereof and (ii) if the Company agrees to pay all 
expenses in connection therewith and to indemnify such Bondholder or Beneficial Owner against 
all liabilities in connection therewith, offers the Company the opportunity to control the defense 
thereof. Any such redemption shall be made on a date determined by the Trustee not more than 
180 days after the date of such final decree, judgment or action. The Trustee shall give the Issuer 
and the Company not less than 45 days written notice of such date. 

Optional Redemption.  When interest on the Bonds is payable at a Daily or Weekly Rate, 
the Bonds may be redeemed in whole or in part at the option of the Company, on any Business 
Day. 

 
Notice of Redemption.  Whenever Bonds are to be redeemed, the Trustee shall give 

notice of redemption by mailing such notice to the registered owner of each Bond to be 
redeemed, at least 30 days prior to the redemption date, as provided in the Indenture.  

 
During the period that DTC or the DTC nominee is the registered holder of the 

Bonds, the Trustee will not be responsible for mailing notices of redemption, or other 
notices described herein, to the Beneficial Owners of the Bonds.  See - Book-Entry Only 
System. 

 
Mandatory Tender for Purchase 

The Bonds are subject to mandatory tender for purchase under certain circumstances.  By 
acceptance of each Bond, the holder agrees to sell and surrender its Bond, properly endorsed, 
under the conditions described below.  All purchases will be made in funds immediately 
available on the purchase date and will be at the Purchase Price.  Bonds tendered for purchase on 
a date after a call for redemption but before the redemption date will be purchased pursuant to 
the tender.  No purchase of Bonds shall be deemed to be a payment or redemption of the Bonds 
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or of any portion thereof and such purchase will not operate to extinguish or discharge the 
indebtedness evidenced by such Bonds.   

 
Mandatory Tender Upon a Change in the Method of Determining the Interest Rate on the 

Bonds.  On the effective date of the change in the method of determining the interest rate on the 
Bonds, the Bonds will be purchased on the effective date of such change at the Purchase Price. 

 
At least 15 days before each mandatory tender occasioned by such change, the Trustee 

will mail a notice of tender by first-class mail to each Bondholder at the holder’s registered 
address.  Each notice of tender will identify the Bonds to be purchased and will state, among 
other things, (i) the purchase date; (ii) the Purchase Price; (iii) that the Bonds to be tendered must 
be surrendered to collect the Purchase Price; (iv) the address at which the Bonds must be 
surrendered; and (v) that interest on the Bonds to be tendered ceases to accrue to such holder on 
the purchase date. 

 
Mandatory Tender Upon Substitution of Alternate Letter of Credit.  The Bonds shall be 

subject to mandatory tender at the Purchase Price on the date on which an Alternate Letter of 
Credit is to be substituted for the Letter of Credit (the “Substitution Date”).  Bonds purchased 
pursuant to this provision shall be delivered by the holders at or before 12:00 noon, New York 
City time, on such Substitution Date, and, subject to the Indenture, payment of the Purchase 
Price of such Bonds shall be made by wire transfer in immediately available funds by the Trustee 
on such Substitution Date.  The Trustee shall give notice of such mandatory tender by mail to the 
holders of the Bonds no less than twenty (20) days prior to the Substitution Date.  The notice 
shall state (i) that the Bonds are subject to mandatory tender, (ii) the Substitution  Date; (iii) the 
Purchase Price; (iv) that Bonds must be surrendered to collect the Purchase Price; (v) the address 
at which the Bonds must be surrendered; and (vi) that interest on Bonds subject to mandatory 
tender will cease to accrue to such holder from and after the Substitution Date and such holder 
will be entitled only to the Purchase Price on the Substitution Date.  The failure to mail such 
notice with respect to any Bond shall not affect the validity of the mandatory tender of any other 
Bond with respect to which notice was so mailed.  Any notice mailed will be conclusively 
presumed to have been given, whether or not actually received by any holder. 

 
“Alternate Letter of Credit” means, with respect to the Bonds, a letter of credit or other 

security or liquidity device issued in accordance with the requirements of the Indenture which 
will have a term of not less than one year and will have substantially the same material terms as 
the Letter of Credit; provided that such letter of credit or other security or liquidity device may 
(and shall if the Bonds shall provide for redemption premium while it is in effect) provide for 
coverage of premium payable upon redemption of the Bonds. 

 
Mandatory Tender Due to an Event of Default Under Reimbursement Agreement.  

Whenever the Letter of Credit is in effect, the Bonds will be subject to mandatory tender if the 
Trustee receives a written notice from the Letter of Credit Bank that an event of default, as 
defined in the Reimbursement Agreement, has occurred and is continuing, and the Letter of 
Credit Bank directs the Trustee to effect such mandatory tender.  Such Bonds subject to 
mandatory tender will be purchased at the Purchase Price on the default tender date specified by 
the Letter of Credit Bank in such written notice (the “Default Tender Date”).  Such Default 
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Tender Date shall be a Business Day not more than nine (9) nor less than five (5) days after the 
day such notice is received.  The Trustee shall immediately notify the paying agent of receipt of 
such notice and of the Default Tender Date.  Bonds purchased pursuant to this provision will be 
delivered by the holders (with all necessary endorsements) to the designated corporate trust 
office of the Trustee, at or before 12:00 noon, New York City time, on the Default Tender Date, 
and, subject to the  Indenture, payment of the Purchase Price shall be made by wire transfer in 
immediately available funds by the Trustee on the Default Tender Date; provided, however, that 
payment of the Purchase Price shall be made pursuant to this provision only if the Bond is so 
delivered to the Trustee. 

 
The Trustee will give notice to the Issuer, the Remarketing Agent, the Company and the 

Letter of Credit Bank (the “Notice Parties”) and all holders prior to the close of business on the 
Business Day after receipt of the notice described in the preceding paragraph stating (i) that the 
Bonds are subject to mandatory tender; (ii) the Default Tender Date; (iii) the Purchase Price; (iv) 
that Bonds must be surrendered to collect the Purchase Price; (v) the address at which the Bonds 
must be surrendered; (vi) that interest on such Bonds will cease to accrue to such holder from 
and after the Default Tender Date and such holder will be entitled only to the Purchase Price on 
the Default Tender Date; and (vii) if the Bonds are then rated by Moody’s Investor Service, Inc. 
(“Moody’s”), Standard & Poor’s, a division of The McGraw-Hill Companies (“Standard & 
Poor’s”) or Fitch, Inc. (“Fitch”), that such rating or ratings will terminate on the Default Tender 
Date.  The failure to mail such notice with respect to any Bond will not affect the validity of the 
mandatory tender of any other Bond with respect to which notice was so mailed.  Any notice 
mailed will be conclusively presumed to have been given, whether or not actually received by a 
holder. 

 
Mandatory Tender Upon Expiration or Termination of Letter of Credit.  If (i) the Letter 

of Credit is scheduled to expire on the Expiration Date (as defined below) and by the Renewal 
Date (as defined below) no extension of such Letter of Credit or Alternate Letter of Credit has 
been delivered to the Trustee or (ii) on or before the Renewal Date, the Company has delivered 
notice in accordance with the Reimbursement Agreement, stating that the Letter of Credit will be 
terminated with respect to all the Bonds on the Expiration Date, then the Bonds shall be subject 
to mandatory tender on the date five Business Days prior to the Expiration Date (the “Expiration 
Tender Date”) at the Purchase Price.  Bonds purchased pursuant to this provision will be 
delivered by the holders at or before 12:00 noon, New York City time, on the Expiration Tender 
Date, and subject to the Indenture, payment of the Purchase Price shall be made by wire transfer 
in immediately available funds by the Trustee on such Expiration Tender Date; provided, 
however, that payment of the Purchase Price will be made pursuant to this provision only if the 
Bond is so delivered to the Trustee. 

 
The Trustee will give notice to all holders and the Notice Parties no less than twenty (20) 

days prior to the Expiration Tender Date.  The notice will state (i) that the Bonds are subject to 
mandatory tender; (ii) the Expiration Tender Date; (iii) the Purchase Price; (iv) that Bonds must 
be surrendered to collect the Purchase Price; (v) the address at which the Bonds must be 
surrendered; (vi) that the Letter of Credit will terminate on the date specified in such notice; (vii) 
that interest on such Bonds will cease to accrue to such holder from and after the Expiration 
Tender Date and such holder will be entitled only to the Purchase Price on the Expiration Tender 
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Date; and (viii) if the Bonds are then rated by Moody’s, Standard & Poor’s or Fitch, that such 
rating or ratings will terminate on the Expiration Tender Date.  The failure to mail such notice 
with respect to any Bond shall not affect the validity of the mandatory tender of any other Bond 
with respect to which notice was so mailed.  Any notice mailed will be conclusively presumed to 
have been given, whether or not actually received by a holder. 

 
“Expiration Date” means the stated expiration date of the Letter of Credit, or such stated 

expiration date as it may be extended from time to time as provided in the Letter of Credit, or 
any earlier date on which the Letter of Credit shall expire or be terminated or cancelled. 

 
“Renewal Date” means the thirty-fifth (35th) day prior to the Expiration Date. 
 
Notice of Tender.  Failure to give any required notice of tender as to any particular Bonds 

or any defect therein will not affect the validity of the tender of any Bonds in respect of which no 
such failure or defect occurs.  Any notice mailed as described above shall be effective when sent 
and will be conclusively presumed to have been given whether or not actually received by the 
addressee. 

 
Effect of Notice of Tender.  When notice is required and given, and when Bonds are to be 

tendered without notice, Bonds tendered become due and payable on the purchase date; in such 
case when funds are deposited with the Trustee sufficient for purchase, interest on the Bonds to 
be purchased ceases to accrue as of the date of purchase. 

 
Summary 

Certain provisions of the Bonds and the Indenture (other than when the Bonds bear 
interest at a rate other than a Daily Rate or Weekly Rate) are summarized in the following table: 

 
 DAILY RATE WEEKLY RATE 
OPTIONAL TENDER; 
NOTICE 

On any Business Day; notice no 
later than 11:00 A.M., New York 
City time, same Business Day 

On any Business Day; notice no 
later than 5:00 P.M., New York 
City time, seven days in advance 

   
INTEREST PERIODS Each day Thursday through Wednesday 

   
INTEREST RATE 
DETERMINED 

Each Business Day by 10:00 
A.M., New York City time 

Each Wednesday (or next 
preceding Business Day) 

   
INTEREST ACCRUAL 
PERIOD 

Interest Payment Date to Interest 
Payment Date 

Interest Payment Date to Interest 
Payment Date 

   
INTEREST 
PAYMENT DATE 

First Business Day of next month First Business Day of next month 
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 DAILY RATE WEEKLY RATE 
RECORD DATE  Business Day before Interest 

Payment Date 
Business Day before Interest 
Payment Date 

   
OPTIONAL 
REDEMPTION BY 
COMPANY 

On any Business Day On any Business Day 

   
MANDATORY 
TENDER 

(i) On effective date of change in 
interest rate determination 
method, (ii) substitution of 
Alternate Letter of Credit, (iii) 
event of default under 
Reimbursement Agreement, and 
(iv) expiration or termination of 
Letter of Credit 

(i) On effective date of change in 
interest rate determination 
method, (ii) substitution of 
Alternate Letter of Credit, (iii) 
event of default under 
Reimbursement Agreement, and 
(iv) expiration or termination of 
Letter of Credit 

   
 

Book-Entry Only System 

DTC, New York, New York will act as securities depository for the Bonds. The Bonds 
will be issued as fully-registered bonds registered in the name of Cede & Co. (DTC’s partnership 
nominee) or such other name as may be requested by an authorized representative of DTC. One 
fully-registered Bond certificate will be issued for the Bonds, representing in the aggregate the 
total principal amount of the Bonds, and will be deposited with the Trustee on behalf of DTC. 

 
DTC is a limited-purpose trust company organized under the New York Banking Law, a 

“banking organization” within the meaning of the New York Banking Law, a member of the 
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform 
Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A 
of the Securities Exchange Act of 1934, as amended (the “1934 Act”). DTC holds and provides 
asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and 
municipal debt issues and money market instruments (from over 100 countries) that DTC’s 
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade 
settlement among Direct Participants of sales and other securities transactions in deposited 
securities, through electronic computerized book-entry transfers and pledges between Direct 
Participants’ accounts. This eliminates the need for physical movement of securities. Direct 
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, clearing corporations, and certain other organizations. DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”).  DTCC is the holding 
company for DTC, National Securities Clearing Corporation and Fixed Income Clearing 
Corporation, all of which are registered clearing agencies.  DTCC is owned by the users of its 
regulated subsidiaries.  Access to the DTC system is also available to others such as both U.S. 
and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations 
that clear through or maintain a custodial relationship with a Direct Participant, either directly or 
indirectly (the “Indirect Participants”).  The DTC rules applicable to its Participants are on file 
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with the Securities and Exchange Commission (“SEC”). More information about DTC can be 
found at www.dtcc.com (it being understood that information available at this website is not 
incorporated herein by reference). 

 
Purchases of Bonds under the DTC system must be made by or through Direct 

Participants, who will receive a credit for the Bonds on DTC’s records. The ownership interest of 
each actual purchaser of each Bond (the “Beneficial Owner”) is in turn to be recorded on the 
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation 
from DTC of their purchase, but Beneficial Owners are expected to receive written confirmation 
providing details of the transaction, as well as periodic statements of their holdings, from the 
Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. 
Transfers of ownership interests in the Bonds are to be accomplished by entries made on the 
books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial 
Owners will not receive certificates representing their ownership interests in Bonds, except in the 
event that use of the book-entry-only system for the Bonds is discontinued. 

 
To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC 

are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as 
may be requested by an authorized representative of DTC. The deposit of Bonds with DTC and 
their registration in the name of Cede & Co. or such other DTC nominee do not effect any 
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the 
Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts such 
Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect 
Participants will remain responsible for keeping account of their holdings on behalf of their 
customers. 

 
Conveyance of notices and other communications by DTC to Direct Participants, by 

Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to 
Beneficial Owners will be governed by arrangements among them, subject to any statutory or 
regulatory requirements as may be in effect from time to time. 

 
Beneficial Owners of Bonds may wish to take certain steps to augment the transmission 

to them of notices of significant events with respect to the Bonds, such as redemptions, tenders, 
defaults and proposed amendments to the Bond documents. For example, Beneficial Owners of 
the Bonds may wish to ascertain that the nominee holding the Bonds for their benefit has agreed 
to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may 
wish to provide their names and addresses to the registrar and request that copies of notices be 
provided directly to them. 

 
Redemption notices shall be sent to DTC. If less than all of the Bonds are being 

redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct 
Participant in such Bond to be redeemed. 

 
Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with 

respect to the Bonds unless authorized by a Direct Participant in accordance with DTC’s 
procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as 
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possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting 
rights to those Direct Participants to whose accounts Bonds are credited on the record date 
(identified in a listing attached to the Omnibus Proxy). 

 
Redemption proceeds and principal and interest payments on the Bonds will be made to 

Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. 
DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and 
corresponding detailed information from the Company or the Trustee, on each payable date in 
accordance with their respective holdings shown on DTC’s records. Payments by Participants to 
Beneficial Owners will be governed by standing instructions and customary practices, as is the 
case with securities held for the accounts of customers in bearer form or registered in “street 
name,” and will be the responsibility of such Participant and not of DTC, the Company, the 
Trustee or the Issuer, subject to any statutory or regulatory requirements as may be in effect from 
time to time. Payment of redemption proceeds and principal and interest payments to Cede & 
Co. (or such other nominee as may be requested by an authorized representative of DTC) is the 
responsibility of the Trustee, disbursement of such payments to Direct Participants will be the 
responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the 
responsibility of Direct and Indirect Participants. 

 
A Beneficial Owner shall give notice to elect to have its Bonds purchased or tendered, 

through its Participant, to the Trustee and Remarketing Agent, and shall effect delivery of such 
Bonds by causing the Direct Participant to transfer the Participant’s interest in the Bonds, on 
DTC’s records, to the Remarketing Agent. The requirement for physical delivery of the Bonds in 
connection with an optional tender or a mandatory tender for purchase will be deemed satisfied 
when the ownership rights in the Bonds are transferred by Direct Participants on DTC’s records 
and followed by a book-entry credit of tendered Bonds to the Remarketing Agent’s DTC 
account. 

 
DTC may discontinue providing its services as depository with respect to the Bonds at 

any time by giving reasonable notice to the Issuer or the Trustee. Under such circumstances, in 
the event that a successor depository is not obtained, certificates for the Bonds are required to be 
printed and delivered. The Issuer may decide to discontinue use of the system of book-entry-only 
transfers through DTC (or a successor Securities Depository) with respect to the Bonds. In that 
event, certificates for the Bonds will be printed and delivered and thereafter, transfer, exchange, 
and replacement of Bonds would be governed by the applicable terms of the Indenture. 

 
The information in this section concerning DTC and DTC’s book-entry-only system has 

been obtained from sources that the Issuer, the Company and the Trustee believe to be reliable, 
but none of the Issuer, the Company or the Trustee takes any responsibility for the accuracy of 
such statements. None of the Issuer, the Company or the Trustee has any responsibility for the 
performance by DTC or its Participants of their respective obligations as described herein or 
under the rules and procedures governing their respective operations. 

 
None of the Issuer, the Underwriter, the Company, the Letter of Credit Bank, the 

Trustee or any agent for payment on or registration of transfer or exchange of any Bond 
will have any responsibility or obligation to Direct Participants, Indirect Participants or 
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the persons for whom they act as nominees with respect to the accuracy of the records of 
DTC, its nominee or any Direct Participant with respect to any ownership interest in the 
Bonds, or payments to, or the providing of notice for, Direct Participants, Indirect 
Participants, or beneficial owners or other action taken by DTC, or its nominee, Cede & 
Co., as the sole owners of the Bonds. 

 
Security for the Bonds 

The Bonds will be special obligations of the Issuer, the principal of and premium, if any, 
and interest on which will be payable solely from (i) the payments to be made by the Company 
under the Agreement and the Note, which are pledged to the Trustee and (ii) the funds drawn 
under the Letter of Credit.  The pledge does not extend to funds to which the Trustee is entitled 
in its own right as fees, reimbursement, indemnity or otherwise.  The Bonds will not be secured 
by a mortgage or security interest in the Project or any other property of the Company. The 
Agreement provides that Loan Payments will be paid to the Trustee by the Company for the 
account of the Issuer. 

 
THE LETTER OF CREDIT AND REIMBURSEMENT AGREEMENT 

In addition to the descriptions of certain provisions of the Letter of Credit and the 
Reimbursement Agreement contained elsewhere herein, the following is a summary of certain 
provisions of the Letter of Credit and the Reimbursement Agreement and does not purport to be 
comprehensive or definitive.  All references herein to the Letter of Credit or the Reimbursement 
Agreement are qualified in their entirety by reference to the Letter of Credit or the 
Reimbursement Agreement, as applicable, for the detailed provisions thereof.  Any future credit 
agreement or reimbursement agreement pursuant to which an Alternate Letter of Credit is issued 
may have terms substantially different from those described below. 

The Letter of Credit 

Concurrently with the issuance of the Bonds, the Company will cause to be delivered to 
the Trustee the Letter of Credit issued by the Letter of Credit Bank, in the initial aggregate stated 
amount of $65,747,945.  Under the Letter of Credit, the Trustee will be permitted to draw up to 
(a) an amount sufficient to pay (i) the principal of the Bonds when due at maturity, redemption or 
acceleration and (ii) the portion of the Purchase Price of the Bonds tendered to the Trustee and 
not remarketed or for which remarketing proceeds have not been timely received by the draw 
time under the Letter of Credit corresponding to the principal amount of such Bonds, plus (b) an 
amount equal to 35 days’ interest on the Bonds at a maximum rate of 12% per annum to pay (i) 
interest on the Bonds when due and (ii) the portion of the Purchase Price of the Bonds tendered 
to the Trustee and not remarketed or for which remarketing proceeds have not been timely 
received by the draw time under the Letter of Credit corresponding to the accrued interest on 
such Bonds.  The Letter of Credit will expire on June 26, 2017 or on the earliest occurrence of 
one or more events described below.  The Letter of Credit may be extended from time to time by 
the Letter of Credit Bank in its discretion, unless terminated earlier pursuant to its terms. 

The Letter of Credit is subject to termination on (a) the Letter of Credit Bank’s close of 
business on June 26, 2017  (unless extended from time to time), (b) the earlier of (1) the fifteenth 
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calendar day following conversion of all of the Bonds to a rate other than a Daily Rate or Weekly 
Rate and (2) the date on which the Letter of Credit Bank honors a drawing under the Letter of 
Credit on or after the conversion of all of the Bonds to a rate other than a Daily Rate or Weekly 
Rate, (c) the fifteenth calendar day following the Letter of Credit Bank’s receipt of a notice of 
termination from the Trustee, (d) the date on which an Acceleration Drawing (as defined in the 
Letter of Credit) is honored by the Letter of Credit Bank, (e) the fifteenth calendar day after 
receipt by the Trustee of a written notice from the Letter of Credit Bank stating that there is an 
event of default (as defined in the Reimbursement Agreement) under the Reimbursement 
Agreement and directing the Trustee either to accelerate the Bonds or to effect a mandatory 
tender of the Bonds, and (f) the date on which the Letter of Credit Bank honors a Stated Maturity 
Drawing (as defined in the Letter of Credit). 

The stated amount of the Letter of Credit (originally $65,747,945) is subject to 
adjustment for payments made by the Letter of Credit Bank to the Trustee pursuant to drawings 
under the Letter of Credit.  Payments made (i) pursuant to drawings on the Letter of Credit to 
make scheduled principal payments on the Bonds, (ii) to pay the unpaid principal and accrued 
interest on the Bonds on redemption, and (iii) to pay the unpaid principal and accrued interest on 
the Bonds upon acceleration, permanently reduce the principal component of the stated amount 
of the Letter of Credit by an amount equal to such payments.  Payments made pursuant to 
drawings on the Letter of Credit to pay interest on the Bonds and to pay the Purchase Price of 
Bonds tendered to the Trustee in accordance with the Indenture will reduce the stated amount by 
an amount equal to such payments; provided that (i) such amounts reduced with respect to the 
payment of accrued and unpaid interest only are reinstated automatically upon payment of such 
interest drawings by the Letter of Credit Bank and (ii) such amounts reduced with respect to 
drawings to pay the Purchase Price of tendered Bonds are reinstated upon notice from the 
Trustee when such Bonds are remarketed and the Letter of Credit Bank is reimbursed for such 
drawing. 

Replacement of Letter of Credit 

The Company may surrender the Letter of Credit or replace the Letter of Credit with an 
Alternate Letter of Credit or other facility meeting the requirements of the Indenture.  The Bonds 
will be subject to mandatory tender for purchase (i) on the date five Business Days prior to the 
date of the surrender of the Letter of Credit without the delivery of an Alternate Letter of Credit 
or (ii) on the date of the replacement of the Letter of Credit with an Alternate Letter of Credit. 

The Reimbursement Agreement 

In addition to the description of certain provisions of the Reimbursement Agreement 
contained elsewhere herein, the following is a brief summary of certain provisions of the 
Reimbursement Agreement and does not purport to be comprehensive or definitive. All 
references herein to the Reimbursement Agreement are qualified in their entirety by reference to 
the Reimbursement Agreement for the detailed provisions thereof.   

The Letter of Credit will be issued pursuant to a Reimbursement Agreement between the 
Company and the Letter of Credit Bank.  
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The Reimbursement Agreement contains, among other matters, representations, 
warranties and covenants on the part of the Company, the breach of which or material inaccuracy 
of which entitles the Letter of Credit Bank to notify the Trustee of an “event of default” (as 
defined in the Reimbursement Agreement) under the Reimbursement Agreement and directing 
the Trustee either to accelerate the Bonds or to effect a mandatory tender of the Bonds.   The 
following events constitute “events of default” under the Reimbursement Agreement: 

(a) The Company shall default in (i) the payment of any amount payable to the Letter 
of Credit Bank in reimbursement of any drawing under a Letter of Credit within three days after 
the same becomes due and payable; or (ii) the failure to make any other payment of fees or other 
amounts payable under the Reimbursement Agreement when the same becomes due and payable 
and such default shall continue unremedied for five or more calendar days; or 

(b) Any representation or warranty made by the Company in the Reimbursement 
Agreement or by the Company (or any of its officers) in connection with the Reimbursement 
Agreement or in any certificate, financial or other statement furnished by the Company pursuant 
to the Reimbursement Agreement or any document related thereto shall prove to have been 
incorrect in any material respect when made; or 

(c)     (i) The Company shall fail to perform or observe certain specified terms, covenants 
or agreements contained in the Reimbursement Agreement (e.g., maintenance of existence, 
failure to give notice within five days after obtaining knowledge of a default, restriction on 
mergers and consolidations, restriction on disposition of any of the Company’s equity in its  
subsidiaries, subjecting Bonds purchased with the Letter of Credit proceeds to be registered in 
the name of the Letter of Credit Bank, causing or providing notice of an optional redemption or 
purchase or change in interest rate determination method (other than to or from a Daily Rate or a 
Weekly Rate) resulting in a mandatory redemption or purchase unless sufficient funds are 
deposited on or prior to the date of such redemption or purchase or unless such notice is 
conditional upon receipt of such funds, agreeing to certain amendments to the Indenture, making 
or amending references to the Letter of Credit Bank in this Official Statement, use of Letter of 
Credit proceeds for a purpose other than payment of principal of, interest on, redemption price of 
and Purchase Price of the Bonds, a disposition by the Company or any of its  subsidiaries of 
certain assets, creation by the Company and its  subsidiaries of certain liens and encumbrances, 
restriction on entering into certain restrictive agreements, or (ii) the Company shall fail to 
perform or observe any other term, covenant or agreement contained in the Reimbursement 
Agreement or any other Loan Document (as defined in the Reimbursement Agreement) if such 
failure shall remain unremedied for 30 days after written notice thereof shall have been given to 
the Company; or 

(d) Any event shall occur or condition shall exist under any agreement or instrument 
relating to debt of the Company (but excluding debt outstanding under the Reimbursement 
Agreement) or any subsidiary outstanding in a principal or notional amount of at least 
$50,000,000 in the aggregate if the effect of such event or condition is to accelerate or require 
early termination of the maturity or tenor of such debt, or any such debt shall be declared to be 
due and payable, or required to be prepaid or redeemed (other than by a regularly scheduled 
required prepayment or redemption), terminated, purchased or defeased, or an offer to prepay, 
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redeem, purchase or defease such debt shall be required to be made, in each case prior to the 
stated maturity or the original tenor thereof; or 

(e) The Company or any subsidiary shall generally not pay its debts as such debts 
become due, or shall admit in writing its inability to pay its debts generally, or shall make a 
general assignment for the benefit of creditors; or any proceeding shall be instituted by or against 
the Company or any  subsidiary seeking to adjudicate it a bankrupt or insolvent, or seeking 
liquidation, winding up, reorganization, arrangement, adjustment, protection, relief, or 
composition of it or its debts under any law relating to bankruptcy, insolvency or reorganization 
or relief of debtors, or seeking the entry of an order for relief or the appointment of a receiver, 
trustee, custodian or other similar official for it or for any substantial part of its property and, in 
the case of any such proceeding instituted against it (but not instituted by it), either such 
proceeding shall remain undismissed or unstayed for a period of 60 days, or any of the actions 
sought in such proceeding (including, without limitation, the entry of an order for relief against, 
or the appointment of a receiver, trustee, custodian or other similar official for, it or for any 
substantial part of its property) shall occur; or the Company or any  subsidiary shall take any 
corporate action to authorize any of the actions set forth above in this subsection (e); or 

(f) Any judgment or order for the payment of money in excess of $50,000,000 in the 
case of the Company or any subsidiary to the extent not paid or covered by insurance shall be 
rendered against the Company or any subsidiary and either (i) enforcement proceedings shall 
have been commenced by any creditor upon such judgment or order or (ii) there shall be any 
period of 30 consecutive days during which a stay of enforcement of such judgment or order, by 
reason of a pending appeal or otherwise, shall not be in effect; or 

(g) Certain events related to employee benefit matters shall have occurred and the 
liability of the Company and certain of its affiliates related to such employee benefit related 
event exceeds $50,000,000; or 

(h) An “Event of Default” under and as defined in the Indenture shall have occurred 
and be continuing; or 
 

(i) There shall be no Remarketing Agreement in effect at a time when support for the 
payment of principal and purchase price of and interest on any Bonds is required to be provided 
by the Company pursuant to the Indenture. 
 
 

THE LOAN AGREEMENT 

Loan of Proceeds 

The Issuer will loan the proceeds of the sale of the Bonds to the Company, in accordance 
with the Loan Agreement and the Indenture. 
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Term of Loan Agreement 

The term of the Loan Agreement will continue until such time as all of the outstanding 
Bonds are fully paid (or provision has been made for such payment) pursuant to the  Indenture 
and all other money payable by the Company under the  Loan Agreement shall have been paid.  

 
Payments 

The Company will make payments on the Loan Agreement which will be sufficient to 
pay, when due, the principal of, and premium, if any, interest on, and Purchase Price of, the 
Bonds.  To evidence the obligations of the Company to make the Loan Payments and repay the 
Loan, the Company will, concurrently with the issuance of the Bonds, execute and deliver the 
Note to the Trustee, as assignee of the Issuer under the Indenture, in an aggregate principal 
amount equal to the aggregate principal amount of the Bonds.  The Company will receive as a 
credit against its obligations to make payments under the Agreement with respect to the Bonds 
all payments made by the Letter of Credit Bank under the Letter of Credit.   

 
Obligations Unconditional 

The obligations of the Company to make Loan Payments and other payments required to 
be made pursuant to the Loan Agreement are absolute and unconditional, and the Company will 
make such payments without abatement, diminution or deduction regardless of any cause or 
circumstances whatsoever including, without limitation, any defense, set-off, recoupment or 
counterclaim which the Company may have or assert against the Issuer, the Trustee, the 
Remarketing Agent, the Letter of Credit Bank or any other Person.   

 
Maintenance and Modification 

During the term of the Loan Agreement, the Company will use its best efforts to keep and 
maintain, or cause to be kept and maintained, the Project, including all appurtenances thereto and 
any personal property therein or thereon, in satisfactory operating order, repair, condition and 
appearance, subject to reasonable wear and tear, so that the Project will continue to constitute a 
facility that can be financed by the Issuer under the Act for the purpose for which it was 
designed.  Subject to certain conditions, the Company has the right, from time to time, to 
remodel the Project or make additions, modifications and improvements thereto, the cost of 
which must be paid by the Company.  The Company also has the right, subject to certain 
conditions, to substitute or remove any portion of the Project. 

 
Tax Exemption 

The Company will covenant and represent in the Loan Agreement that it has taken and 
caused or required to be taken and will take and cause or require to be taken all actions that may 
be required of it for the interest on the Bonds to be and remain excluded from the gross income 
of the owners thereof for federal income tax purposes, and that it has not taken or permitted to be 
taken on its behalf, and it will not take or permit to be taken on its behalf, any action which, if 
taken, would adversely affect that exclusion under the provisions of the Code. 
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Assignment of the Loan Agreement 

The Loan Agreement may be assigned in whole or in part by the Company only with the 
consent of the Issuer, subject to the following conditions:  (a) no assignment will relieve the 
Company from primary liability for any of its obligations under the Loan Agreement; (b) any 
assignment by the Company must retain for the Company such rights and interests to permit it to 
perform its remaining obligations under the Loan Agreement, and any assignee from the 
Company shall assume the obligations of the Company hereunder to the extent of the interest 
assigned; (c) the Company will, within 30 days after the execution thereof, furnish or cause to be 
furnished to the Issuer, the Letter of Credit Bank and the Trustee a true and complete copy of 
each assignment together with any instrument of assumption; and (d) any assignment from the 
Company will not materially impair fulfillment of the purposes of the Project to be accomplished 
by operation of the Project as provided in the  Loan Agreement. 
 
Events of Default and Remedies 

The Loan Agreement provides that the occurrence of one or more of the following events 
will constitute an “Event of Default:” 

 
(a) The failure to pay any Loan Payment or any payment required to be made to pay the 

Purchase Price when due; 

(b) The occurrence of an event of default described in paragraphs (a), (b) or (c) under 
THE INDENTURE—Events of Defaults and Remedies; 

(c) Failure by the Company to observe and perform any other agreement, term or 
condition under the Loan Agreement, other than such failure which will result in an event of 
default described in (a) or (b) above, which continues for a period of 90 days after notice to the 
Company by the Issuer or the Trustee or such longer period as the Issuer and the Trustee may 
agree to in writing; provided that the failure shall not constitute an Event of Default if the 
Company institutes curative action within the applicable period and diligently pursues that action 
to completion; 

(d) Any representation or warranty under the Loan Agreement shall not have been true in 
all material respects when made; and 

(e) Certain events relating to bankruptcy, insolvency or reorganization of the Company. 

A failure by the Company described in subparagraph (c) above is not a default under that 
subparagraph if it occurs by reason of certain courses, circumstances and events of force majeure 
specified in the Loan Agreement that are not reasonably within the control of the Company. 

 
Whenever any Event of Default under a Loan Agreement has happened and is subsisting, 

the Issuer or the Trustee may take either or both of the following remedial steps: 
 
(a)  Inspect, examine and make copies of the books, records, accounts and financial data 

of the Company, only, however, insofar as they pertain to the Project; and 
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(b)  Pursue all remedies to recover all amounts then due and thereafter to become due 
under the Loan Agreement and the Note, or to enforce the performance and observance of any 
other obligation or agreement of the Company under those instruments. 

So long as the Letter of Credit is in full force and effect and the Letter of Credit Bank has 
not wrongfully dishonored a drawing under the Letter of Credit or wrongfully repudiated the 
Letter of Credit, the exercise of remedies under the Loan Agreement with respect to Events of 
Default (other than with respect to defaults resulting from failures of the Company relating to 
certain rights of the Issuer not assigned under the Indenture), and any waivers of Events of 
Default shall be at the direction or with the written consent of the Letter of Credit Bank. 

 
Any amounts collected pursuant to action taken upon the happening of an Event of 

Default will be paid into the Bond Fund and applied in accordance with the provisions of the 
Indenture or, if the outstanding Bonds have been paid and discharged in accordance with the 
provisions of the Indenture, will be paid as provided in the Indenture for transfers of remaining 
amounts in the Bond Fund. 

 
Amendments to the Loan Agreement 

The Indenture provides that the Loan Agreement may be amended without the consent of 
or notice to the owners of the Bonds only as may be required or permitted (i) by the provisions of 
the Loan Agreement or the Indenture or for the purposes for which the Indenture may be 
amended or supplemented without the consent of the owners, (ii) for the purpose of curing any 
ambiguity or formal defect or omission in the Loan Agreement or (iii) in connection with any 
other change therein which, in the judgment of the Trustee, is not to the prejudice of the Trustee 
or the owners of the Bonds.  Any other amendments to the Loan Agreement may be made only 
with the written approval or consent of (i) the owners of not less than a majority in aggregate 
principal amount of the Bonds outstanding and (ii) the Letter of Credit Bank, so long as the 
Letter of Credit is in effect and the Letter of Credit Bank has not wrongfully dishonored a 
drawing thereunder or wrongfully repudiated the Letter of Credit.  An opinion of Bond Counsel 
to the effect that such action is permitted under the Act and the Indenture and will not adversely 
affect the exclusion from gross income of interest on the Bonds for federal income tax purposes 
(a “Favorable Opinion of Tax Counsel”) is required for any amendment to the Loan Agreement. 

 

THE INDENTURE 

Additional information summarizing certain provisions of the Indenture is contained 
under the heading THE BONDS.  So long as DTC or its nominee is the registered owner of the 
Bonds, all references to owners or holders shall mean DTC.  See THE BONDS - Book-Entry 
Only System herein. 

 
Pledge and Security 

Pursuant to the Indenture, the payments to be made by the Company under the Loan 
Agreement and the Note will be assigned by the Issuer to the Trustee to secure the payment, 
when due, of the principal of, and premium, if any, and interest on, the Bonds.  The Issuer will 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 799 of 1829



also absolutely and irrevocably assign to the Trustee all right, title and interest in and to the 
Letter of Credit Account in the Bond Fund and all moneys therein, and will mortgage, pledge 
and grant a security interest to the Trustee in all right, title and interest of the Issuer in and to (i) 
the Revenues (other than the Letter of Credit Account in the Bond Fund, and the moneys therein, 
assigned above), including without limitation, all Loan Payments and all other amounts 
receivable by the Issuer under the  Loan Agreement in respect of repayment of the loan and (ii) 
the  Note and the  Loan Agreement (except certain rights to the payment of its costs and 
expenses, to indemnification and to enforce certain covenants of the Company); provided, that 
the Trustee, in case of an acceleration of the Bonds, will have a prior claim on the Bond Fund, 
other than money in the Letter of Credit Account, for the payment of its compensation and 
expenses. 

 
Purchase Fund 

The Trustee will apply money contained in the accounts described below maintained 
within the Purchase Fund as follows: 

Remarketing Proceeds Account.  Upon receipt of the proceeds of a remarketing of Bonds 
on a purchase date, the Trustee will directly deposit such proceeds, and will deposit only such 
proceeds, in the Remarketing Proceeds Account for application to the Purchase Price of the 
Bonds; provided that, at any time when the Letter of Credit is in effect, proceeds of any 
remarketing of Bonds to the Issuer, the Company or any affiliate of either of them and proceeds 
of the remarketing of any other Company-Held Bonds and any Bank-Owned Bonds which have 
been remarketed will be held and maintained in a subaccount for the benefit of the Letter of 
Credit Bank, separated and segregated from all other money in the Remarketing Proceeds 
Account.  Upon instruction from the Letter of Credit Bank, any amount held by the Trustee in 
the subaccount described in the preceding sentence will be paid to the Letter of Credit Bank.  
Neither the Issuer nor the Company will have any interest in the Remarketing Proceeds Account. 

Letter of Credit Purchase Account.  Upon receipt of the immediately available funds 
provided to the Trustee under the Letter of Credit pursuant to the Indenture, the Trustee will 
directly deposit such money, and will deposit only such money, in the Letter of Credit Purchase 
Account for application to the Purchase Price of the Bonds.  Any amounts deposited in the Letter 
of Credit Purchase Account and determined by the Trustee to be not needed with respect to any 
purchase date for the payment of the Purchase Price for any Bonds will be promptly returned 
following such determination to the Letter of Credit Bank with written notice to the Company.  
Neither the Issuer nor the Company will have any interest in the Letter of Credit Purchase 
Account. 

 
Company Purchase Account.  Upon receipt of immediately available funds provided to 

the Trustee by the Company pursuant to the Indenture, the Trustee shall directly deposit such 
money, and shall deposit only such money, in the Company Purchase Account for application to 
the Purchase Price of the Bonds.  Any amounts deposited in the Company Purchase Account and 
determined by the Trustee to be not needed with respect to any purchase date for the payment of 
the Purchase Price for any Bonds shall be promptly returned following such determination to the 
Company. 
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Bond Fund 

Payments made by the Company under the Agreement with respect to the Bonds and 
certain other amounts specified in the Indenture will be deposited in the Bond Fund.  The Trustee 
will apply money contained in the accounts described below maintained within the Bond Fund as 
follows: 

 
(a) Interest Account.  The Trustee, on each Interest Payment Date, will withdraw and 

apply from moneys on deposit in the Interest Account an amount sufficient to pay interest on the 
outstanding  Bonds on such Interest Payment Date; provided, however, when the  Letter of 
Credit or an Alternate Letter of Credit is in effect, the Trustee, on each Interest Payment Date, 
shall withdraw and apply moneys in the  Interest Account, if any, to reimburse the Letter of 
Credit Bank for draws on the  Letter of Credit or the Alternate Letter of Credit pursuant to the  
Indenture. 

 
(b) Principal Account.  The Trustee, on each Principal Payment Date (as defined in 

the Indenture), will withdraw and apply from moneys on deposit in the Principal Account, an 
amount equal to the principal becoming due on the  Bonds on such Principal Payment Date 
(other than a redemption date).  Money in such Principal Account will be used and withdrawn by 
the Trustee on each Principal Payment Date solely for the payment of the principal of 
outstanding Bonds; provided, however, when the  Letter of Credit or an Alternate Letter of 
Credit is in effect, the Trustee will apply such amounts, if any, to reimburse the Letter of Credit 
Bank for draws on the  Letter of Credit or the Alternate Letter of Credit pursuant to the  
Indenture. 

 
(c) Redemption Account.  The Trustee, on or before each redemption date, will 

withdraw and apply from moneys on deposit in the Redemption Account amounts required to 
pay the principal of and premium, if any, and accrued interest on Bonds to be redeemed prior to 
their stated maturity.  Money in such Redemption Account will be used and withdrawn by the 
Trustee on each redemption date solely for the payment of the principal of and premium, if any, 
and accrued interest on outstanding  Bonds upon the redemption thereof prior to their stated 
maturity; provided, however, when the  Letter of Credit or an Alternate Letter of Credit is in 
effect, the Trustee shall apply such amounts, if any, to reimburse the Letter of Credit Bank for 
draws on the  Letter of Credit or the Alternate Letter of Credit pursuant to the  Indenture. 

 
(d) Letter of Credit Account.  The Trustee will directly deposit, or cause to be directly 

deposited, the proceeds of draws on the Letter of Credit or an Alternate Letter of Credit to pay 
interest on and principal of the Bonds in such Letter of Credit Account, and shall deposit only 
those proceeds therein.  Money in such Letter of Credit Account will be used and withdrawn by 
the Trustee on each Interest Payment Date and each Principal Payment Date first, before any 
other source of funds, to pay the principal of and interest on the Bonds; provided, however, that 
in no event shall moneys in such  Letter of Credit Account be used to pay interest and premium 
on or principal of  Bonds that are Bank-Owned Bonds or Company-Held Bonds (each as defined 
in the Indenture) if the  Letter of Credit or Alternate Letter of Credit does not permit drawings 
thereunder with respect to Bank-Owned Bonds or Company-Held Bonds.  Amounts in the Letter 
of Credit Account shall be held uninvested.  Neither the Issuer nor the Company shall have any 
interest in the Letter of Credit Account. 
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(e)  Payments by Company.  If during any period that a Letter of Credit is in effect 

there is not sufficient money in the Letter of Credit Account to make the payments on an Interest 
Payment Date or Principal Payment Date, the Trustee will make such payments from money 
provided by the Company and deposited into the other accounts of the Bond Fund. 

Refunding Fund 

The proceeds received from the sale of the Bonds (other than any accrued interest) will 
be deposited in the Refunding Fund.  Moneys on deposit in the Refunding Fund shall be 
transferred to the Refunded Bonds Trustee on the date specified in the Indenture for deposit into 
the purchase fund created in the Refunded Bonds Indenture and used, together with other 
moneys provided by the Company, to purchase the Refunded Bonds.  After such purchase of the 
Refunded Bonds, the Refunded Bonds Trustee will thereupon retire, cancel and extinguish the 
Refunded Bonds so that the same are no longer outstanding under the Refunded Bonds 
Indenture. 

 
Investment of Moneys Held by the Trustee 

Moneys deposited in the Refunding Fund and in the accounts maintained within the Bond 
Fund (except the Letter of Credit Account) will be invested at the direction of the Company in 
Permitted Investments (as defined in the Indenture).  Moneys held in the Purchase Fund will be 
held uninvested. 

 
The Loan Agreement provides that the Company and the Issuer shall take no action, nor 

shall the Company approve the Trustee taking any action, or making any investment or use of the 
proceeds of the Bonds, which would cause the Bonds to be “arbitrage bonds” within the meaning 
of Section 148 of the Code. 

 
 

Events of Default and Remedies 

The following events are Events of Default under the Indenture: 
 
(a) Default in the payment when due of any interest on any Bond; 
 
(b) Default in the due and punctual payment of the principal of, or premium, if any, 

on any Bond, whether at the stated maturity thereof, or upon unconditional proceedings for 
redemption thereof; 

 
(c) Default in the due and punctual payment of the Purchase Price of any Bond 

required to be purchased in accordance with its terms; 
 
(d) Default in the performance or observance of any other of the covenants, 

agreements or conditions on the part of the Issuer in the Indenture or in the Bonds, continuing 30 
days after delivery of notice thereof; 
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(e) The occurrence and continuance of an event of default under the  Loan 
Agreement as described under THE LOAN AGREEMENT – Events of Default and Remedies; or 

 
(f) Receipt by the Trustee of a written notice from the Letter of Credit Bank stating 

that an event of default has occurred under the Reimbursement Agreement and directing the 
Trustee to declare the principal of the outstanding Bonds immediately due and payable. 

 
Upon the occurrence and continuance of an Event of Default under (a), (b) or (c) above 

the Trustee may, and upon the written request of the owners of at least 25% in aggregate 
principal amount of the Bonds then outstanding shall, declare the principal of and accrued 
interest on the outstanding Bonds to be due and payable immediately.  If an Event of Default 
under paragraph (d) or (e) above occurs and is continuing, the Trustee may, and upon the request 
of the owners of at least 25% in aggregate principal amount of the Bonds then outstanding, shall, 
declare the principal of and accrued interest on the outstanding Bonds to be due and payable 
immediately, provided, however, when the Letter of Credit is in effect and so long as the Letter 
of Credit Bank has not wrongfully dishonored a drawing under the Letter of Credit (or otherwise 
repudiated the Letter of Credit), the Trustee will make such a declaration only with the written 
consent of the Letter of Credit Bank.  If an Event of Default under paragraph (f) above occurs 
and is continuing, the Trustee shall declare the principal of and accrued interest on the 
outstanding Bonds to be due and payable immediately. 

 
Upon any such declaration, the principal of and accrued interest on the outstanding Bonds 

shall be due and payable immediately.  Notwithstanding anything else herein to the contrary, 
interest on the outstanding Bonds will cease to accrue immediately upon a declaration of 
acceleration for an Event of Default under (f) above.  When the Letter of Credit is in effect, the 
Trustee shall, immediately upon a declaration of acceleration, draw upon the Letter of Credit to 
pay the principal of and interest on the outstanding Bonds; provided, that in no event shall a 
drawing be made with respect to Bank-Owned Bonds or Company-Held Bonds, if the Letter of 
Credit by its terms does not permit such a drawing.  In the event the Letter of Credit Bank fails to 
honor a draw on the Letter of Credit (or otherwise repudiates the Letter of Credit) in accordance 
with the immediately preceding sentence, the Trustee shall immediately notify the Company of 
such failure and shall request that the Company transfer sufficient amounts to pay the principal 
of and interest on the Bonds. 

 
The Trustee may rescind an acceleration of the Bonds and its consequences if (1) all 

payment defaults with respect to the Bonds have been cured and all reasonable fees and charges 
of the Trustee, including reasonable attorneys’ fees, have been paid, and (2) the Bondholders 
have not been notified of the acceleration, and (3) while the Letter of Credit is in effect, the 
Letter of Credit Bank has notified the Trustee in writing (i) that the amount available to be drawn 
under the Letter of Credit has been reinstated so as to be available in any amount equal to the 
principal amount of the Bonds outstanding less the principal amount of any Bank-Owned Bonds, 
plus the applicable Letter of Credit Interest Amount (as defined in the Indenture) and any 
required premium coverage and (ii) that the Letter of Credit Bank has rescinded in writing any 
event of default under the Reimbursement Agreement.  Except as provided in this section, the 
Trustee will not declare the Bonds to be due and payable. 
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If an Event of Default occurs and is continuing, the Trustee may pursue any available 
remedy by proceeding at law or in equity to collect the principal of and premium, if any, or 
interest on the Bonds or to enforce the performance of any provision of the Bonds or the 
Indenture.  So long as the Letter of Credit is in effect and the Letter of Credit Bank has not 
wrongfully dishonored a drawing thereunder or wrongfully repudiated the Letter of Credit, the 
Trustee will pursue any remedy only at the direction of or with the consent of the Letter of Credit 
Bank. 

 
A majority in aggregate principal amount of the outstanding Bonds by notice to the 

Trustee may waive an existing Event of Default and its consequences; provided, however, that, 
when the Letter of Credit is in effect and so long as the Letter of Credit Bank has not wrongfully 
dishonored a drawing under such Letter of Credit or wrongfully repudiated the Letter of Credit, 
no such waiver shall be effective with respect to the Bonds unless and until the Letter of Credit 
Bank has notified the Trustee in writing (i) that the amount available to be drawn under the 
Letter of Credit has been reinstated so as to be available in an amount equal to the principal 
amount of the Bonds outstanding less the principal amount of any Bank-Owned Bonds, plus the 
applicable Letter of Credit Interest Amount and any required premium coverage, (ii) that the 
Letter of Credit Bank has rescinded in writing the notice of default, and (iii) that the Letter of 
Credit Bank has waived in writing any event of default under the Reimbursement Agreement.  
When an Event of Default is waived, it is cured and stops continuing, but no such waiver will 
extend to any subsequent or other Event of Default or impair any right consequent to it.   

 
When there is a Letter of Credit in effect and so long as the Letter of Credit Bank has not 

wrongfully dishonored a drawing under such Letter of Credit or wrongfully repudiated the Letter 
of Credit, the Letter of Credit Bank may direct the time, method and place of conducting any 
proceeding for any remedy available to the Trustee or of exercising any trust or power conferred 
on it with respect to the Bonds.  When there is no Letter of Credit in effect or when the Letter of 
Credit Bank has wrongfully dishonored a drawing under the Letter of Credit or wrongfully 
repudiated the Letter of Credit, the holders of a majority in aggregate principal amount of Bonds 
outstanding may direct the time, method and place of conducting any proceeding for any remedy 
available to the Trustee or of exercising any trust or power conferred on it. 

 
An owner of a Bond may not pursue any remedy with respect to the  Indenture or the 

Bonds unless (a) the owner gives the Trustee notice stating that an Event of Default is 
continuing, (b) the owners of at least 25% in aggregate principal amount of the outstanding 
Bonds make a written request to the Trustee to pursue the remedy, (c) such owner or owners 
offer to the Trustee indemnity satisfactory to the Trustee against any loss, liability or expense, 
(d) the Trustee does not comply with the request within 60 days after receipt of the request and 
the offer of indemnity, and (e) with respect to the Bonds, the Letter of Credit is either not in 
effect or the Letter of Credit Bank has wrongfully dishonored a drawing under the Letter of 
Credit or wrongfully repudiated the Letter of Credit. 

 
Except as described below, funds drawn under the Letter of Credit will be used only for 

the payment of principal of and interest on, premium, if any (to the extent that the Letter of 
Credit covers premium) and the Purchase Price of, the Bonds, as provided in the Letter of Credit.  
If the Trustee collects any money pursuant to the Indenture or if any moneys shall be on deposit 
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in the Bond Fund at the time of acceleration of the Bonds or shall be deposited into the  Bond 
Fund as a result of such an acceleration, it will pay out such monies in the following order:  first 
to the Trustee for amounts to which it is entitled under such Indenture (provided, that if such 
money constitutes proceeds of a draw under the Letter of Credit, the Trustee shall only use such 
proceeds to pay the owners of the Bonds); second to owners for amounts due and unpaid on the 
Bonds for principal, premium and interest, ratably, without preference or priority of any kind, 
according to the amounts due and payable on the Bonds for principal, premium and interest, 
respectively, third to the Letter of Credit Bank to the extent it certifies that the Company is 
indebted to it on account of draws Letter of Credit or otherwise under the Reimbursement 
Agreement; and fourth to the Company (provided, that if such money constitutes proceeds of a 
draw under the Letter of Credit, the Trustee shall pay the Letter of Credit Bank rather than the 
Company).  Any lien of the Trustee provided for in the Indenture will in no event apply to any 
funds drawn under the Letter of Credit or to other funds held for the benefit of the Bondholders.  
The Trustee may fix a payment date for any payment to the Bondholders. 

 
Supplemental Indentures 

The Issuer and the Trustee may, without the consent of, or notice to, any of the 
Bondholders, enter into such indenture or indentures supplemental to the Indenture as shall not 
be inconsistent with the terms and provisions thereof:  

 
(a)  to cure any ambiguity, defect or omission in the Indenture, or otherwise amend 

the Indenture, in such manner as shall not in the opinion of the Trustee impair the security under 
the Indenture;  

 
(b) to grant to or confer upon the Trustee for the benefit of the Bondholders any 

additional rights, remedies, powers or authorities that may lawfully be granted to or conferred 
upon the Bondholders or the Trustee; 

 
(c) to evidence any succession to the Issuer and the assumption by its successor of the 

covenants, agreements and obligations of the Issuer under the Indenture, the Agreement and the 
Bonds, to add additional covenants of the Issuer or surrender any right or power therein 
conferred upon the Issuer;  

 
(d) to subject to the pledge of the  Indenture additional revenues, properties or 

collateral, which may be accomplished by, among other things, entering into instruments with 
the Company and/or other persons providing for further security, covenants, limitations or 
restrictions for the benefit of the Bonds; 
 

(e) to modify the Indenture to permit qualification under the Trust Indenture Act of 
1939, as amended, or any similar statute at the time in effect;  

(f) to amend any provision pertaining to matters under federal income tax laws, 
including Section 148(f) of the Code;  

(g) to authorize different Authorized Denominations of the Bonds and to make 
correlative amendments and modifications to the  Indenture regarding exchangeability of Bonds 
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of different Authorized Denominations, redemptions of portions of Bonds of particular 
Authorized Denominations and similar amendments and modifications of a technical nature;  

(h) to increase or decrease the number of days specified for the giving of notices of 
mandatory tender and to make corresponding changes to the period for notice of redemption of 
the Bonds; provided, that no decreases in any such number of days will become effective except 
while the Bonds bear interest at a Daily Rate or a Weekly Rate and until 30 days after the 
Trustee has given notice to the owners of the Bonds;  

(i) to provide for an uncertificated system of registering the Bonds or to provide for 
the change to or from a Book-Entry System for the Bonds;  

(j) to evidence the succession of a new trustee or the appointment by the Trustee or 
the Issuer of a co-trustee;  

(k) to make any change related to the Bonds that does not materially adversely affect 
the rights of any Bondholder; and 

(l) to make any other changes to the Indenture that take effect as to any or all 
remarketed Bonds following a mandatory tender. 

 
The Indenture also provides that the owners of not less than a majority in aggregate 

principal amount of the Bonds outstanding shall have the right, from time to time, to consent to 
and approve the execution by the Issuer and the Trustee of such other indenture or supplemental 
indentures as shall be deemed necessary and desirable by the Issuer and the Trustee for the 
purpose of modifying, altering, amending, adding to or rescinding, in any particular, any of the 
terms or provisions contained in the Indenture or in any supplemental indenture; provided, 
however, that nothing shall permit, without certain additional consents, (a) an extension of the 
maturity date of the principal of or the interest on any Bond; (b) a reduction in the principal 
amount of any Bond, the rate of interest thereon or any redemption premium; or (c) a reduction 
in the aggregate principal amount of the Bonds required for consent to such supplemental 
indenture or for actions related to amendments to the  Loan Agreement.  A Favorable Opinion of 
Bond Counsel is required for any supplement to the Indenture. 

 
When the Letter of Credit is in effect and so long as the Letter of Credit Bank has not 

wrongfully dishonored a drawing under the Letter of Credit or wrongfully repudiated the Letter 
of Credit, no waiver of or amendment or supplement to the Indenture other than certain of those 
enumerated in the Indenture shall be made without the prior written consent of the Letter of 
Credit Bank to such amendment or supplement. 

 
Discharge of the Indenture 

If the whole amount of principal and interest due and payable on the Bonds has been paid 
and if, at the time of such payment, the Issuer shall have kept, performed and observed all the 
covenants and promises in such Bonds and in the Indenture required or contemplated to be kept, 
performed and observed by the Issuer or on its part on or prior to that time, then the Indenture 
shall be considered to have been discharged in respect of such Bonds and such Bonds shall cease 
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to be entitled to the lien of the Indenture and such lien and all covenants, agreements and other 
obligations of the Issuer hereunder shall cease, terminate, become void and be completely 
discharged as to such Bonds. 

 
No Personal Liability of Issuer’s Officials 

No covenant, stipulation, obligation or agreement of the Issuer contained in the Indenture 
will be or be deemed to be a covenant, stipulation, obligation or agreement of any present or 
future member, officer, agent or employee of the Issuer in other than his or her official capacity.  
No member of the Issuer or official executing the Bonds, the Indenture, the Loan Agreement or 
any amendment or supplement to the Indenture or the Loan Agreement will be liable personally 
on the Bonds or be subject to any personal liability or accountability by reason of the issuance or 
execution thereof. 

 
Removal of Trustee 

The Trustee may be removed by the owners of not less than a majority in principal 
amount of Bonds at the time outstanding or by the Issuer and the Company.  The Trustee shall 
continue to serve as such until a successor Trustee shall be appointed under the Indenture and 
such successor Trustee has accepted such appointment. 

 
THE REMARKETING AGREEMENT 

U.S. Bancorp Investments, Inc. and U.S. Bank Municipal Securities Group, a Division of 
U.S. Bank National Association, have been appointed as the Remarketing Agent for the Bonds.  
If and to the extent the Company directs the Remarketing Agent to remarket the Bonds delivered 
for purchase pursuant to the Indenture, the Remarketing Agent, pursuant to and subject to the 
provisions of a remarketing agreement with the Company (the “Remarketing Agreement”), will 
offer for sale and use reasonable efforts to sell such Bonds at a price equal to 100% of the 
principal amount thereof plus accrued interest, if any, to the purchase date.  The Remarketing 
Agent may resign by giving notice to the Issuer, the Company and the Trustee (such resignation 
will be effective upon the appointment of a successor remarketing agent or 30 days after such 
notice has been sent) and may suspend remarketing upon the occurrence of certain events.  The 
Company may remove the Remarketing Agent at any time upon 30 days’ notice and appoint a 
successor by notifying the Remarketing Agent, the Issuer and the Trustee. 

 
THE TRUSTEE 

The Bank of New York Mellon Trust Company, N.A. serves as trustee under other 
indentures providing for certain tax-exempt bonds for the benefit of the Company.  The 
Company and certain of its affiliates maintain banking relationships with affiliates of The Bank 
of New York Mellon, N.A. and borrow from such affiliates from time to time.  The Bank of New 
York Mellon Trust Company, N.A., and its affiliates, serve as trustee under other indentures 
with, or for the benefit of, affiliates of the Company. 
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UNDERWRITING 
 

Subject to the terms and conditions set forth in a Bond Purchase Agreement (“Purchase 
Agreement”) to be entered into between the Issuer and the Underwriter, the Underwriter has 
agreed to purchase the Bonds at a purchase price of 100% of the principal amount thereof.  
Under the terms and conditions of the Purchase Agreement, the Underwriter is committed to take 
and pay for all of the Bonds if any are taken.  The Company has agreed to pay the Underwriter 
$97,500 as compensation and to reimburse the Underwriter for its reasonable expenses. 
 

The Issuer has been advised by the Underwriter that the Bonds may be offered and sold 
to certain dealers (including dealers depositing Bonds into investment trusts) and others at prices 
lower than the public offering price set forth on the cover page of this Official Statement.  After 
the Bonds are released for sale to the public, the public offering price and other selling terms 
may from time to time be varied by the Underwriter. 
 

In connection with this offering and in compliance with applicable law and industry 
practice, the Underwriter may overallot or effect transactions which stabilize, maintain or 
otherwise affect the market price of the Bonds at levels above those which might otherwise 
prevail in the open market, including by entering into stabilizing bids.  A stabilizing bid means 
the placing of a bid, or the effecting of any purchase, for the purpose of pegging, fixing or 
maintaining the price of a security.  In general, purchases of a security for the purpose of 
stabilization could cause the price of the security to be higher than it might be in the absence of 
such purchases. 
 

Neither the Issuer, the Company nor the Underwriter makes any representation or 
prediction as to the direction or magnitude of any effect that the transactions described above 
may have on the price of the Bonds.  In addition, neither the Issuer, the Company nor the 
Underwriter makes any representation that the Underwriter will engage in such transactions or 
that such transactions, once commenced, will not be discontinued without notice. 
 

Pursuant to an Inducement Letter, the Company has agreed to indemnify the Underwriter 
and the Issuer against certain civil liabilities, including liabilities under the federal securities 
laws, or contribute to payments that the Underwriter or the Issuer may be required to make in 
respect thereof. 
 
 In the ordinary course of its business, the Underwriter and certain of its affiliates have in 
the past and may in the future engage in investment banking, commercial banking or other 
transactions of a financial nature with the Company and its affiliates, for which it has received, 
or may receive, customary compensation. 
 
 “US Bancorp” is the marketing name of U.S. Bancorp and its subsidiaries, including U.S. 
Bank Municipal Securities Group, a Division of U.S. Bank National Association (“USB MSG”), 
which is serving as the Underwriter of the Bonds, and U.S. Bancorp Investments, Inc., which, 
along with USB MSG, is serving as Remarketing Agent for the Bonds. 
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CONTINUING DISCLOSURE AGREEMENT 
 
 The Company has agreed to deliver certain continuing disclosure information satisfying 
the requirements of Rule 15c2-12 (“Rule”) under the 1934 Act.  The Company will undertake in 
a written agreement for the benefit of the holders and beneficial owners of the Bonds (the 
“Continuing Disclosure Undertaking”) to provide the Municipal Securities Rulemaking Board 
(“MSRB”) as the sole nationally recognized securities repository through the MSRB’s Electronic 
Municipal Market Access (“EMMA”) certain financial and operating data concerning the 
Company.  In addition, the Company will undertake, for the benefit of the holders and beneficial 
owners of the Bonds, to provide to the MSRB through EMMA, in a timely manner (not in excess 
of ten (10) business days after the occurrence of such event), notices of any of the events 
enumerated in the Rule.  Notices of the aforesaid events and any filing to be made under the 
Continuing Disclosure Undertaking may be made solely by transmitting such filing to the MSRB 
through EMMA as provided at http://emma.msrb.org. The contents of such website do not 
constitute a part of this Official Statement. 
 
 The sole and exclusive remedy for breach or default under the Continuing Disclosure 
Undertaking is an action to compel specific performance of the undertakings of the Company 
and no person, including a holder of the Bonds, may recover monetary damages thereunder 
under any circumstances.  A breach or default under the Continuing Disclosure Undertaking 
shall not constitute an event of default under the Indenture or the Agreement. In addition, if all or 
any part of the Rule ceases to be in effect for any reason, then, subject to the terms of the 
Continuing Disclosure Undertaking, the information required to be provided under the 
Continuing Disclosure Undertaking, insofar as the provision of the Rule no longer in effect 
required the provision of such information, shall no longer be required to be provided. 
 

TAX EXEMPTION 
 

In the opinion of Squire Patton Boggs (US) LLP, Bond Counsel, under existing law: (i) 
interest on the Bonds is excluded from gross income for federal income tax purposes under 
Section 103(a) of the Code, except for interest on any Bond for any period during which it is 
held by a “substantial user” or a “related person” as those terms are used in Section 147(a) of the 
Code; (ii) interest on the Bonds is an item of tax preference under Section 57 of the Code for 
purposes of the federal alternative minimum tax imposed on individuals and corporations; and 
(iii) the Bonds, and all interest and income thereon, are exempt from all taxation by the State of 
West Virginia and any county, municipality, political subdivision or agency thereof, except 
inheritance taxes.  Bond Counsel expresses no opinion as to any other tax consequences 
regarding the Bonds. 

 
The opinion on tax matters will be based on and will assume the accuracy of certain 

representations and certifications, and continuing compliance with certain covenants, of the 
Issuer and the Company contained in the transcript of proceedings and that are intended to 
evidence and assure the foregoing, including that the Bonds are and will remain obligations the 
interest on which is excluded from gross income for federal income tax purposes.  Bond Counsel 
will not independently verify the accuracy of the Issuer’s and the Company’s certifications and 
representations or the continuing compliance with the Issuer’s and the Company’s covenants. 
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The opinion of Bond Counsel is based on current legal authority and covers certain 

matters not directly addressed by such authority.  It represents Bond Counsel’s legal judgment as 
to exclusion of interest on the Bonds from gross income for federal income tax purposes but is 
not a guaranty of that conclusion.  The opinion is not binding on the Internal Revenue Service 
(the “IRS”) or any court.  Bond Counsel expresses no opinion about (i) the effect of future 
changes in the Code and the applicable regulations under the Code or (ii) the interpretation and 
the enforcement of the Code or those regulations by the IRS. 

 
The Code prescribes a number of qualifications and conditions for the interest on state 

and local government obligations to be and to remain excluded from gross income for federal 
income tax purposes, some of which require future or continued compliance after issuance of the 
obligations.  Noncompliance with these requirements by the Issuer or the Company may cause 
loss of such status and result in the interest on the Bonds being included in gross income for 
federal income tax purposes retroactively to the date of issuance of the Bonds.  The Company 
and the Issuer have each covenanted to take the actions required of it for the interest on the 
Bonds to be and to remain excluded from gross income for federal income tax purposes, and not 
to take any actions that would adversely affect that exclusion.  After the date of issuance of the 
Bonds, Bond Counsel will not undertake to determine (or to so inform any person) whether any 
actions taken or not taken, or any events occurring or not occurring, or any other matters coming 
to Bond Counsel’s attention, may adversely affect the exclusion from gross income for federal 
income tax purposes of interest on the Bonds or the market value of the Bonds.  

 
A portion of the interest on the Bonds earned by certain corporations may be subject to a 

federal corporate alternative minimum tax.  In addition, interest on the Bonds may be subject to a 
federal branch profits tax imposed on certain foreign corporations doing business in the United 
States and to a federal tax imposed on excess net passive income of certain S corporations. 

 
Under the Code, the exclusion of interest from gross income for federal income tax 

purposes may have certain adverse federal income tax consequences on items of income, 
deduction or credit for certain taxpayers, including financial institutions, certain insurance 
companies, recipients of Social Security and Railroad Retirement benefits, those that are deemed 
to incur or continue indebtedness to acquire or carry tax-exempt obligations, and individuals 
otherwise eligible for the earned income tax credit.  The applicability and extent of these and 
other tax consequences will depend upon the particular tax status or other tax items of the owner 
of the Bonds.  Bond Counsel will express no opinion regarding those consequences. 

 
Payments of interest on tax-exempt obligations, including the Bonds, are generally 

subject to IRS Form 1099-INT information reporting requirements.  If a Bond owner is subject to 
backup withholding under those requirements, then payments of interest will also be subject to 
backup withholding.  Those requirements do not affect the excludability of such interest from 
gross income for federal income tax purposes.   

 
Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the 

Bonds, and, unless separately engaged, Bond Counsel is not obligated to defend the Issuer, the 
Company or the owners of the Bonds regarding the tax status of interest on the Bonds in the 
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event of an audit examination by the IRS.  The IRS has a program to audit tax-exempt 
obligations to determine whether the interest thereon is includible in gross income for federal 
income tax purposes.  If the IRS does audit the Bonds, under current IRS procedures, the IRS 
will treat the Issuer as the taxpayer and the beneficial owners of the Bonds will have only limited 
rights, if any, to obtain and participate in judicial review of such audit.  Any action of the IRS, 
including but not limited to selection of the Bonds for audit, or the course or result of such audit, 
or an audit of other obligations presenting similar tax issues, may affect the market value for the 
Bonds. 

Prospective purchasers of the Bonds upon their original issuance at prices other than the 
respective prices indicated on the cover of this Official Statement, and prospective purchasers of 
the Bonds at other than their original issuance, should consult their own tax advisers regarding 
other tax considerations such as the consequences of market discount, as to all of which Bond 
Counsel expresses no opinion. 

 
Risk of Future Legislative Changes and/or Court Decisions 
 
Legislation affecting tax-exempt obligations is regularly considered by the United States 

Congress and may also be considered by the State legislature.  Court proceedings may also be 
filed, the outcome of which could modify the tax treatment of obligations such as the Bonds.  
There can be no assurance that legislation enacted or proposed, or actions by a court, after the 
date of issuance of the Bonds will not have an adverse effect on the tax status of interest on the 
Bonds or the market value or marketability of the Bonds.  These adverse effects could result, for 
example, from changes to federal or state income tax rates, changes in the structure of federal or 
state income taxes (including replacement with another type of tax), or repeal (or reduction in the 
benefit) of the exclusion of interest on the Bonds from gross income for federal or state income 
tax purposes for all or certain taxpayers. 

 
For example, recent presidential and legislative proposals would eliminate, reduce or 

otherwise alter the tax benefits currently provided to certain owners of state and local 
government bonds, including proposals that would result in additional federal income tax on 
taxpayers that own tax-exempt obligations if their incomes exceed certain thresholds.   Investors 
in the Bonds should be aware that any such future legislative actions (including federal income 
tax reform) may retroactively change the treatment of all or a portion of the interest on the Bonds 
for federal income tax purposes for all or certain taxpayers.  In such event, the market value of 
the Bonds may be adversely affected and the ability of holders to sell their Bonds in the 
secondary market may be reduced.  The interest rates on the Bonds are not subject to adjustment 
in the event of any such change.  

 
Investors should consult their own financial and tax advisers to analyze the importance of 

these risks. 
 

LEGAL MATTERS 
 

Certain legal matters relating to the authorization and validity of the Bonds will be 
subject to the approving opinion of Squire Patton Boggs (US) LLP, Bond Counsel, which will be 
furnished at the expense of the Company upon delivery of the Bonds, in substantially the form 
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set forth as Appendix C (the “Bond Opinion”).  The Bond Opinion will be limited to matters 
relating to authorization and validity of the Bonds and to the tax-exempt status of interest thereon 
as described in the section TAX EXEMPTION.  Bond Counsel has not been engaged to 
investigate the financial resources of the Company or its ability to provide for payment of the 
Bonds, and the Bond Opinion will make no statement as to such matters or as to the accuracy or 
completeness of this Official Statement or any other information that may have been relied on by 
anyone in making the decision to purchase Bonds. 
 

Certain legal matters will be passed upon by Jeffrey D. Cross or Thomas G. Berkemeyer, 
each as counsel for the Company.  Jeffrey D. Cross is Deputy General Counsel of American 
Electric Power Service Corporation, an affiliate of the Company. Thomas G. Berkemeyer is 
Associate General Counsel of American Electric Power Service Corporation.  Certain legal 
matters, other than the validity of the Bonds and the exclusion from gross income of interest 
thereon, will be passed upon by Hunton & Williams LLP, New York, New York, counsel for the 
Underwriter.  Certain legal matters will be passed upon for the Letter of Credit Bank by its 
counsel, Winston & Strawn LLP.  Squire Patton Boggs (US) LLP and Hunton & Williams LLP 
each act as counsel to certain affiliates of the Company for some matters. 
 

The various legal opinions to be delivered concurrently with the delivery of the Bonds 
express the professional judgment of the attorneys rendering the opinions as to the legal issues 
explicitly addressed therein.  In rendering a legal opinion, the attorney does not become an 
insurer or guarantor of the expression of professional judgment, of the transaction opined upon, 
or of the future performance of the parties to the transaction, nor does the rendering of an opinion 
guarantee the outcome of any legal dispute that may arise out of the transaction. 
 

MISCELLANEOUS 
 

The attached Appendices are an integral part of the Official Statement and must be read 
together with all of the balance of this Official Statement. 
 

The Issuer does not assume any responsibility for the matters contained in this Official 
Statement other than information under THE ISSUER.  All findings and determinations by the 
Issuer relating to the issuance and sale of the Bonds are, and have been, made by the Issuer for 
its own internal uses and purposes in performing its duties under West Virginia law. 
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APPENDIX A 
 

KENTUCKY POWER COMPANY 
 
 Kentucky Power Company (the “Company”) is engaged in the generation, transmission 
and distribution of electric power to approximately 172,000 retail customers in eastern Kentucky, 
and in supplying and marketing electric power at wholesale to other electric utility companies, 
municipalities and other market participants. The Company owns 1,858 MW of generating 
capacity, including 780 MW which acquired it from Ohio Power Company in a year-end 
transaction. The Company uses its generation to serve its retail and other customers. As of 
December 31, 2013, the Company had 642 employees. The principal industries served by the 
Company include petroleum refining, coal mining and chemical production. The Company’s 
principal executive offices are located at 1 Riverside Plaza, Columbus, Ohio, and the telephone 
number is (614) 716-1000. 
 

 
AVAILABLE INFORMATION 

 
On July 31, 2007, the Company filed a Form 15 under the Securities Exchange Act of 

1934 (the “1934 Act”), which suspended its duty to file reports under Section 13 and 15(d) under 
the 1934 Act. Accordingly, the Company no longer files reports and other information with the 
Securities and Exchange Commission (the “SEC”).   

 
FINANCIAL STATEMENTS 

 
 Annex 1 to this Appendix A contains the balance sheets of the Company as of December 
31, 2013 and 2012 and the statements of income, comprehensive income (loss), changes in 
common shareholder’s equity and cash flows for each of the three years in the period ended 
December 31, 2013 and the related notes thereto.  Annex 2 to this Appendix A contains the 
unaudited condensed balance sheets of the Company as of March 31, 2014 and December 31, 
2013 and the unaudited condensed statements of income, comprehensive income (loss), changes 
in common shareholder’s equity and statements of cash flows of the Company for the three 
months in the periods ended March 31, 2014 and 2013 and the related notes thereto.   

 
RISK FACTORS 

 
Investing in the Bonds involves risk.  Please see the risk factors described below.  Before 

making an investment decision, you should carefully consider these risks.  The risks and 
uncertainties described are those presently known to us.  Additional risks and uncertainties not 
presently known to us or that we currently deem immaterial may also impair our business 
operations, our financial results and the value of the Bonds. 
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GENERAL RISKS OF OUR REGULATED OPERATIONS 
 
We may not be able to recover the costs of our substantial planned investment in capital 
improvements and additions.  
 
Our business plan calls for extensive investment in capital improvements and additions, 
including the installation of environmental upgrades and retrofits, construction of additional 
transmission facilities, modernizing existing infrastructure as well as other initiatives.  We 
provide service at rates approved by the Kentucky Public Service Commission (the “KPSC”).  If 
the KPSC does not approve adjustments to the rates we charge, we would not be able to recover 
the costs associated with our planned extensive investment.  This would cause our financial 
results to be diminished. 
 
We may not recover costs incurred to begin construction on projects that are canceled.  
 
Our business plan for the construction of new projects involves a number of risks, including 
construction delays, nonperformance by equipment and other third party suppliers, and increases 
in equipment and labor costs.  To limit the risks of these construction projects, we enter into 
equipment purchase orders and construction contracts and incur engineering and design service 
costs in advance of receiving necessary regulatory approvals and/or siting or environmental 
permits.  If any of these projects is canceled for any reason, including our failure to receive 
necessary regulatory approvals and/or siting or environmental permits, we could incur significant 
cancellation penalties under the equipment purchase orders and construction contracts.  In 
addition, if we have recorded any construction work or investments as an asset, we may need to 
impair that asset in the event the project is canceled. 
 
Rate regulation may delay or deny full recovery of capital improvements, additions, storm 
damage operations and maintenance expense repairs and other costs.  
 
We provide service at rates approved by the KPSC.  These rates are generally regulated based on 
an analysis of our expenses incurred in a test year.  Thus, KPSC-approved rates may or may not 
match our expenses at any given time.  There may also be a delay between the timing of when 
these costs are incurred and when these costs are recovered.  We often finance the operations and 
maintenance expense to repair facilities damaged by storms or other severe weather events until 
the operations and maintenance storm costs, including any deferred regulatory assets, are 
recovered in rates.  We have also traditionally financed capital investments and improvements 
until the new asset was placed in service.  Provided the asset was found to be a prudent 
investment, the asset was then added to rate base and entitled to a return through rate 
recovery.  Similarly, long lead times in construction and scheduled repairs, the high costs of 
plant and equipment and volatile capital markets have heightened the risks involved in our 
capital investments, repairs and improvements.  While we are actively pursuing strategies to 
accelerate rate recognition of investments and cash flow, including pre-approvals, a return on 
construction work in progress, rider/trackers, formula rates and the inclusion of future test-year 
projections into rates, there can be no assurance that these will be adopted, that the applicable 
regulatory commission will judge all of our costs to have been prudently incurred or that the 
regulatory process in which rates are determined will be done in a timely manner. 
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Certain of our revenues and results of operations are subject to risks that are beyond our 
control.  
 
Our operations are structured to comply with all applicable federal and state laws and regulations 
and we take measures to minimize the risk of significant disruptions. Material disruptions at one 
or more of our operational facilities, however, could negatively impact our revenues, operating 
and capital expenditures and results of operations.  Such events may also create additional risks 
related to the supply and/or cost of equipment and materials.  We could experience unexpected 
but significant interruption due to several events, including, but not limited to: 
 

• Major facility or equipment failure. 
• An environmental event such as a serious spill or release. 
• Fires, floods, droughts, earthquakes, hurricanes, tornados or other natural disasters. 
• Wars, terrorist acts (including cyber-terrorism) or threats and other catastrophic events. 
• Significant health impairments or disease events. 
• Other serious operational problems. 

 
PJM has changing market and transmission structures, which could affect our performance.  
 
Our results are likely to be affected by differences in the market and transmission structures in 
PJM.  The rules governing PJM may also change from time to time which could affect our costs 
or revenues.  Because the manner in which PJM will evolve remains unclear, we are unable to 
assess fully the impact that changes in these power markets may have on our business. 
 
We could be subject to higher costs and/or penalties related to mandatory reliability standards.  
 
As a result of EPACT, owners and operators of the bulk power transmission system are subject 
to mandatory reliability standards promulgated by the North American Electric Reliability 
Corporation and enforced by the Federal Energy Regulatory Commission (the “FERC”).  The 
standards are based on the functions that need to be performed to ensure the bulk power system 
operates reliably and are guided by reliability and market interface principles.  Compliance with 
new reliability standards may subject us to higher operating costs and/or increased capital 
expenditures.  While we expect to recover costs and expenditures from customers through 
regulated rates, there can be no assurance that the applicable commissions will approve full 
recovery in a timely manner.  If we were found not to be in compliance with the mandatory 
reliability standards, we could be subject to sanctions, including substantial monetary penalties, 
which likely would not be recoverable from customers through regulated rates. 
 
RISKS RELATED TO MARKET, ECONOMIC OR FINANCIAL VOLATILITY AND 
OTHER RISKS 
 
Our financial performance may be adversely affected if we are unable to successfully operate 
our facilities or perform certain corporate functions.  
 
Our performance is highly dependent on the successful operation of our generation, transmission 
and distribution facilities.  Operating these facilities involves many risks, including: 
 

• Operator error and breakdown or failure of equipment or processes. 
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• Operating limitations that may be imposed by environmental or other regulatory 
requirements. 

• Labor disputes. 
• Compliance with mandatory reliability standards, including mandatory cyber security 

standards. 
• Information technology failure that impairs our information technology infrastructure or 

disrupts normal business operations. 
• Information technology failure that affects our ability to access customer information or 

causes us to lose confidential or proprietary data that materially and adversely affects our 
reputation or exposes us to legal claims. 

• Fuel or water supply interruptions caused by transportation constraints, adverse weather 
such as drought, non-performance by our suppliers and other factors. 

• Catastrophic events such as fires, earthquakes, explosions, hurricanes, tornados, ice 
storms, terrorism (including cyber-terrorism), floods or other similar occurrences. 

 
Hostile cyber intrusions could severely impair our operations, lead to the disclosure of 
confidential information and damage our reputation.  
 
We own assets deemed as critical infrastructure, the operation of which is dependent on 
information technology systems. Further, the computer systems that run our facilities are not 
completely isolated from external networks. Parties that wish to disrupt the U.S. bulk power 
system or our operations could view our computer systems, software or networks as targets for 
cyber attack.  In addition, our business requires that we collect and maintain sensitive customer 
data, as well as confidential employee and shareholder information, which is subject to electronic 
theft or loss. 
 
A successful cyber attack on the systems that control our generation, transmission, distribution or 
other assets could severely disrupt business operations, preventing us from serving customers or 
collecting revenues. The breach of certain business systems could affect our ability to correctly 
record, process and report financial information. A major cyber incident could result in 
significant expenses to investigate and repair security breaches or system damage and could lead 
to litigation, fines, other remedial action, heightened regulatory scrutiny and damage to our 
reputation. In addition, the misappropriation, corruption or loss of personally identifiable 
information and other confidential data could lead to significant breach notification expenses and 
mitigation expenses such as credit monitoring. We maintain property and casualty insurance that 
may cover certain physical damage or third-party injuries caused by potential cyber security 
incidents.  However, other damage and claims arising from such incidents may not be covered or 
may exceed the amount of any insurance available. For these reasons, a significant cyber incident 
could reduce future net income and cash flows and impact financial condition. 
 
In an effort to reduce the likelihood and severity of cyber intrusions, we have a comprehensive 
cyber security program designed to protect and preserve the confidentiality, integrity and 
availability of data and systems. In addition, we are subject to mandatory cyber security 
regulatory requirements. However, cyber threats continue to evolve and adapt, and, as a result, 
there is a risk that we could experience a successful cyber attack despite our current security 
posture and regulatory compliance efforts. 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 816 of 1829



 
 
 
If we are unable to access capital markets on reasonable terms, it could reduce future net 
income and cash flows and impact financial condition.  
 
We rely on access to capital markets as a significant source of liquidity for capital requirements 
not satisfied by operating cash flows.  Volatility and reduced liquidity in the financial markets 
could affect our ability to raise capital and fund our capital needs, including construction costs 
and refinancing maturing indebtedness.  In addition, if capital is available only on less than 
reasonable terms or to borrowers whose creditworthiness is better than ours, capital costs could 
increase materially.  Restricted access to capital markets and/or increased borrowing costs could 
reduce future net income and cash flows and impact financial condition. 
 
Downgrades in our credit ratings could negatively affect our ability to access capital and/or to 
operate our power trading businesses.  
 
The credit ratings agencies periodically review our capital structure and the quality and stability 
of our earnings.  Any negative ratings actions could constrain the capital available to us and 
could limit our access to funding for our operations.  Our business is capital intensive, and we 
are dependent upon our ability to access capital at rates and on terms we determine to be 
attractive.  In periods of market turmoil, access to capital is difficult for all borrowers.  If our 
ability to access capital becomes significantly constrained, our interest costs will likely increase 
and could reduce future net income and cash flows and impact financial condition. 
 
Our power trading business relies on our investment grade ratings.  Most of our counterparties 
require the creditworthiness of an investment grade entity to stand behind transactions.  If our 
ratings were to decline below investment grade, our ability to operate our power trading business 
profitably would be diminished because we would likely have to deposit cash or cash-related 
instruments which would reduce our profits. 
 
Our operating results may fluctuate on a seasonal or quarterly basis and with general 
economic and weather conditions.  
 
Electric power generation is generally a seasonal business.  In many parts of the country, demand 
for power peaks during the hot summer months, with market prices also peaking at that time.  In 
other areas, power demand peaks during the winter.  As a result, our overall operating results in 
the future may fluctuate substantially on a seasonal basis.  The pattern of this fluctuation may 
change depending on the terms of power sale contracts that we enter into.  In addition, we have 
historically sold less power, and consequently earned less income, when weather conditions are 
milder.  Unusually mild weather in the future could diminish our results of operations and harm 
our financial condition.  Conversely, unusually extreme weather conditions could increase our 
results of operations in a manner that would not likely be sustainable. 
 
Further, deteriorating economic conditions generally result in reduced consumption by our 
customers, particularly industrial customers who may curtail operations or cease production 
entirely, while an expanding economic environment generally results in increased revenues.  As 
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a result, our overall operating results in the future may fluctuate on the basis of prevailing 
economic conditions. 
 
 
 
Failure to attract and retain an appropriately qualified workforce could harm our results of 
operations.  
 
Certain events, such as an aging workforce without appropriate replacements, mismatch of 
skillset or complement to future needs, or unavailability of contract resources may lead to 
operating challenges and increased costs.  The challenges include lack of resources, loss of 
knowledge and a lengthy time period associated with skill development.  In this case, costs, 
including costs for contractors to replace employees, productivity costs and safety costs, may 
rise.  Failure to hire and adequately train replacement employees, including the transfer of 
significant internal historical knowledge and expertise to the new employees, or the future 
availability and cost of contract labor may adversely affect the ability to manage and operate our 
business.  If we are unable to successfully attract and retain an appropriately qualified workforce, 
our results of operations could be negatively affected. 
 
Parties we have engaged to provide construction materials or services may fail to perform their 
obligations, which could harm our results of operations.  
 
Our business plan calls for extensive investment in capital improvements and additions, 
including the installation of environmental upgrades, construction of additional generation units 
and transmission facilities as well as other initiatives.  We are exposed to the risk of substantial 
price increases in the costs of materials used in construction.  We have engaged numerous 
contractors and entered into a large number of agreements to acquire the necessary materials 
and/or obtain the required construction related services.  As a result, we are also exposed to the 
risk that these contractors and other counterparties could breach their obligations to us.  Should 
the counterparties to these arrangements fail to perform, we may be forced to enter into 
alternative arrangements at then-current market prices that may exceed our contractual prices and 
almost certainly cause delays in that and related projects.  Although our agreements are designed 
to mitigate the consequences of a potential default by the counterparty, our actual exposure may 
be greater than these mitigation provisions.  This would cause our financial results to be 
diminished, and we might incur losses or delays in completing construction. 
 
Changes in commodity prices and the costs of transport may increase our cost of producing 
power or decrease the amount we receive from selling power, harming our financial 
performance.  
 
We are exposed to changes in the price and availability of coal and the price and availability to 
transport coal.  We have existing contracts of varying durations for the supply of coal, but as 
these contracts end or otherwise are not honored, we may not be able to purchase coal on terms 
as favorable as the current contracts.  Similarly, we are exposed to changes in the price and 
availability of emission allowances.  We use emission allowances based on the amount of coal 
we use as fuel and the reductions achieved through emission controls and other measures.  As 
long as current environmental programs remain in effect, we have sufficient emission allowances 
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to cover the majority of our projected needs for the next two years and beyond.  If the United 
States Environmental Protection Agency (the “Federal EPA”) is able to create a replacement rule 
to reduce interstate transport, and it is acceptable by the courts, additional costs may be incurred 
either to acquire additional allowances or to achieve further reductions in emissions.  If we need 
to obtain allowances under a replacement rule, those purchases may not be on as favorable terms 
as those under the current environmental programs.  Our risks relative to the price and 
availability to transport coal include the volatility of the price of diesel which is the primary fuel 
used in transporting coal by barge. 
 
We also have plans to convert a generating unit from coal to natural gas-fired facilities.  This 
would expose us to market prices of natural gas.  Historically, natural gas prices have tended to 
be more volatile than prices for other fuel sources. Recently however, the availability of natural 
gas from shale production has lessened price volatility. Our ability to make off-system sales at a 
profit is highly dependent on the price of natural gas.  As the price of natural gas falls, other 
market participants that utilize natural gas-fired generation will be able to offer electricity at 
increasingly competitive prices relative to our off-system sales prices, so the margins we realize 
from sales will be lower and, on occasion, we may need to curtail operation of marginal 
plants.  We expect the availability of shale natural gas and issues related to its accessibility will 
have a long-term material effect on the price and volatility of natural gas. 
 
Prices for coal, natural gas and emission allowances have shown material upward and downward 
swings in the past.  Changes in the cost of coal, emission allowances or natural gas and changes 
in the relationship between such costs and the market prices of power will affect our financial 
results. 
 
In addition, actual power prices and fuel costs will differ from those assumed in financial 
projections used to value our trading and marketing transactions, and those differences may be 
material.  As a result, our financial results may be diminished in the future as those transactions 
are marked to market. 
 
We are subject to physical and financial risks associated with climate change.  
 
There is a growing consensus on the evidence of global climate change.  Climate change creates 
physical and financial risk.  Physical risks from climate change include an increase in sea level 
and changes in weather conditions, such as changes in precipitation and extreme weather 
events.  Our customers’ energy needs vary with weather conditions, primarily temperature and 
humidity.  For residential customers, heating and cooling represent their largest energy use.  To 
the extent weather conditions are affected by climate change, customers’ energy use could 
increase or decrease depending on the duration and magnitude of the changes. 
  
Increased energy use due to weather changes may require us to invest in additional generating 
assets, transmission and other infrastructure to serve increased load.  Decreased energy use due 
to weather changes may affect our financial condition, through decreased revenues.  Extreme 
weather conditions in general require more system backup, adding to costs, and can contribute to 
increased system stress, including service interruptions.  Weather conditions outside of our 
service territory could also have an impact on our revenues.  We buy and sell electricity 
depending upon system needs and market opportunities.  Extreme weather conditions creating 
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high energy demand on our own and/or other systems may raise electricity prices as we buy 
short-term energy to serve our own system, which would increase the cost of energy we provide 
to our customers. 
 
Severe weather impacts our service territories, primarily when thunderstorms, tornadoes, 
hurricanes and snow or ice storms occur.  To the extent the frequency of extreme weather events 
increases, this could increase our cost of providing service.  Changes in precipitation resulting in 
droughts or water shortages could adversely affect our operations, principally our fossil 
generating units.  A negative impact to water supplies due to long-term drought conditions could 
adversely impact our ability to provide electricity to customers, as well as increase the price they 
pay for energy.  We may not recover all costs related to mitigating these physical and financial 
risks. 
 
To the extent climate change impacts a region’s economic health, it may also impact our 
revenues.  Our financial performance is tied to the health of the regional economies we 
serve.  The price of energy, as a factor in a region’s cost of living as well as an important input 
into the cost of goods and services, has an impact on the economic health of our communities. 
 
We cannot predict the outcome of the legal proceedings relating to our business activities. 
 
We are involved in legal proceedings, claims and litigation arising out of our business 
operations. Adverse outcomes in these proceedings could require significant expenditures 
that could have a material adverse effect on our results of operations. 
 
RISKS RELATED TO OWNING AND OPERATING GENERATION ASSETS AND 
SELLING POWER 
 
Our costs of compliance with existing environmental laws are significant.  
 
Our operations are subject to extensive federal, state and local environmental statutes, rules and 
regulations relating to air quality, water quality, waste management, natural resources and health 
and safety.  The electricity we generate is produced by the combustion of fossil fuels.  Emissions 
of nitrogen and sulfur oxides, mercury and particulates from fossil fueled generation plants are 
subject to increased regulations, controls and mitigation expenses.  Compliance with these legal 
requirements requires us to commit significant capital toward environmental monitoring, 
installation of pollution control equipment, emission fees and permits at all of our facilities and 
could cause us to retire generating capacity prior to the end of its estimated useful life.  These 
expenditures have been significant in the past and we expect that they will continue to be 
significant in order to comply with the current and proposed regulations.  Costs of compliance 
with environmental regulations could reduce future net income and impact financial condition, 
especially if emission and/or discharge limits are tightened, more extensive permitting 
requirements are imposed and additional substances become regulated.  If we retire generation 
plants prior to the end of their estimated useful life, there can be no assurance that we will 
recover the remaining costs associated with such plants.  We typically recover our expenditures 
for pollution control technologies, replacement generation and associated operating costs from 
customers through regulated rates in regulated jurisdictions.  Failure to recover these costs could 
reduce our future net income and cash flows and possibly harm our financial condition.    
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Regulation of CO2 emissions, either through legislation or by the Federal EPA, could 
materially increase costs to us and our customers or cause some of our electric generating 
units to be uneconomical to operate or maintain.  
 
In June 2014, Federal EPA issued standards for modified and reconstructed units, and a guideline 
for the development of state implementation plans that would reduce carbon emissions from 
existing utility units.  Federal EPA is to finalize those standards by June 2015, and to require 
states to submit implementation plans no later than June 2016.   
  
If CO2 and other emission standards are imposed, the standards could require significant 
increases in capital expenditures and operating costs which would impact the ultimate retirement 
of older, less-efficient, coal-fired units.  We typically recover costs of complying with new 
requirements such as the potential CO2 and other greenhouse gases emission standards from 
customers through regulated rates in regulated jurisdictions.  For our sales of energy based on 
market rate authority, however, there is no such recovery mechanism.  Failure to recover these 
costs, should they arise, could reduce our future net income and cash flows and possibly harm 
our financial condition. 
 
Courts adjudicating nuisance and other similar claims against us may order us to pay 
damages or to limit or reduce our CO2 emissions.  
 
In the past, there have been several cases seeking damages based on allegations of federal and 
state common law nuisance in which we or our affiliates, among others, were defendants.  In 
general, the actions allege that CO2 emissions from the defendants’ power plants constitute a 
public nuisance due to impacts of global warming and climate change.  The plaintiffs in these 
actions generally seek recovery of damages and other relief.  If the pending or other future 
actions are resolved against us, substantial modifications of our existing coal-fired power plants 
could be required and we might be required to limit or reduce CO2 emissions.  Such remedies 
could require us to purchase power from third parties to fulfill our commitments to supply power 
to our customers.  This could have a material impact on our costs.  In addition, we could be 
required to invest significantly in additional emission control equipment, accelerate the timing of 
capital expenditures, pay damages or penalties and/or halt operations.  While management 
believes such costs should be recoverable from customers as costs of doing business in our 
jurisdictions where generation rates are set on a cost of service basis, without such recovery 
those costs could reduce our future net income and cash flows and harm our financial 
condition.  Moreover, our results of operations and financial position could be reduced due to the 
timing of recovery of these investments and the expense of ongoing litigation. 
 
Changes in technology and regulatory policies may cause our generating facilities to be less 
competitive.   
 
We primarily generate electricity at large central facilities. This method results in economies of 
scale and lower costs than newer technologies such as fuel cells, microturbines, windmills and 
photovoltaic solar cells. It is possible that advances in technologies or changes in regulatory 
policies will reduce costs of new technology to levels that are equal to or below that of most 
central station electricity production, which could have a material adverse effect on our results of 
operations. 
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Our profitability is impacted by our continued authorization to sell power at market-based 
rates.   
 
FERC has granted us authority to sell electricity at market-based rates. FERC reserves the right 
to revoke or revise this market-based rate authority if it subsequently determines that we or our 
affiliates can exercise market power in transmission or generation, create barriers to entry or 
engage in abusive affiliate transactions.  We must file a market power update every three years to 
show that we continue to meet FERC’s standards with respect to generation market power and 
other criteria used to evaluate whether entities qualify for market-based rates.  The loss of 
market-based rate authority by any of these entities could have a material adverse effect on our 
results of operations. 
 
Our revenues and results of operations from selling power are subject to market risks that are 
beyond our control.  
 
We sell power from our generation facilities into the spot market and other competitive power 
markets on a contractual basis.  We also enter into contracts to purchase and sell electricity, 
natural gas, emission allowances and coal as part of our power marketing and energy trading 
operations.  With respect to such transactions, the rate of return on our capital investments is not 
determined through mandated rates, and our revenues and results of operations are likely to 
depend, in large part, upon prevailing market prices for power in our regional markets and other 
competitive markets.  These market prices can fluctuate substantially over relatively short 
periods of time.  Trading margins may erode as markets mature and there may be diminished 
opportunities for gain should volatility decline.  In addition, the FERC, which has jurisdiction 
over wholesale power rates, as well as RTOs that oversee some of these markets, may impose 
price limitations, bidding rules and other mechanisms to address some of the volatility in these 
markets.  Power supply and other similar agreements entered into during extreme market 
conditions may subsequently be held to be unenforceable by a reviewing court or the 
FERC.  Fuel and emissions prices may also be volatile, and the price we can obtain for power 
sales may not change at the same rate as changes in fuel and/or emissions costs.  These factors 
could reduce our margins and therefore diminish our revenues and results of 
operations.  Volatility in market prices for fuel and power may result from: 
 

• Weather conditions, including storms. 
• Economic conditions. 
• Outages of major generation or transmission facilities. 
• Seasonality. 
• Power usage. 
• Illiquid markets. 
• Transmission or transportation constraints or inefficiencies. 
• Availability of competitively priced alternative energy sources. 
• Demand for energy commodities. 
• Natural gas, crude oil and refined products and coal production levels. 
• Natural disasters, wars, embargoes and other catastrophic events. 
• Federal, state and foreign energy and environmental regulation and legislation and/or 

incentives. 
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Commodity trading and marketing activities are subject to inherent risks which can be 
reduced and controlled but not eliminated.  
 
We attempt to manage the exposure of our power trading activities by establishing and enforcing 
risk limits and risk management procedures.  These risk limits and risk management procedures 
may not work as planned and cannot eliminate the risks associated with these activities.  As a 
result, we cannot predict the impact that our energy trading and risk management decisions may 
have on our business, operating results or financial position. 
 
We routinely have open trading positions in the market, within guidelines we set, resulting from 
the management of our trading portfolio.  To the extent open trading positions exist, fluctuating 
commodity prices can improve or diminish our financial results and financial position. 
 
Our power trading risk management activities, including our power sales agreements with 
counterparties, rely on projections that depend heavily on judgments and assumptions by 
management of factors such as the future market prices and demand for power and other energy-
related commodities.  These factors become more difficult to predict and the calculations become 
less reliable the further into the future these estimates are made.  Even when our policies and 
procedures are followed and decisions are made based on these estimates, results of operations 
may be diminished if the judgments and assumptions underlying those calculations prove to be 
inaccurate. 
 
We may not successfully manage the uncertainty involved with our power trading (including 
coal, natural gas and emission allowances trading and power marketing).  
 
Our power trading activities also expose us to risks of commodity price movements.  To the 
extent that our power trading does not hedge the price risk associated with the generation it 
owns, or controls, through long-term power purchase agreements, we would be exposed to the 
risk of rising and falling spot market prices. 
 
For example, the use of new technologies to recover natural gas from shale deposits has 
increased natural gas supply and reserves, placing further downward pressure on natural gas 
prices and has reduced the need for our coal-fired generation. Further, in the event that 
alternative generation resources, such as wind and solar, are mandated or otherwise subsidized or 
encouraged through climate legislation or regulation and added to the available generation 
supply, such resources could displace a higher marginal cost fossil plant, which could reduce the 
price at which market participants sell their electricity. This occurrence could then reduce the 
market price at which all generators in that region would be able to sell their output. These 
events could adversely affect our financial condition, results of operations and cash flows, and 
could also result in an impairment of certain long-lived assets. 
 
In connection with these trading activities, we routinely enter into financial contracts, including 
futures and options, over-the counter options, financially-settled swaps and other derivative 
contracts.  These activities expose us to risks from price movements.  If the values of the 
financial contracts change in a manner we do not anticipate, it could harm our financial position 
or reduce the financial contribution of our trading operations. 
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Parties with whom we have contracts may fail to perform their obligations, which could harm 
our results of operations.  
 
We are exposed to the risk that counterparties that owe us money or power could breach their 
obligations.  Should the counterparties to these arrangements fail to perform, we may be forced 
to enter into alternative hedging arrangements or honor underlying commitments at then-current 
market prices that may exceed our contractual prices, which would cause our financial results to 
be diminished and we might incur losses.  Although our estimates take into account the expected 
probability of default by a counterparty, our actual exposure to a default by a counterparty may 
be greater than the estimates predict. 
 
We rely on electric transmission facilities that we do not own or control.  If these facilities do 
not provide us with adequate transmission capacity, we may not be able to deliver our 
wholesale electric power to the purchasers of our power.  
 
We depend on transmission facilities owned and operated by other nonaffiliated power 
companies to deliver the power we sell at wholesale.  This dependence exposes us to a variety of 
risks.  If transmission is disrupted, or transmission capacity is inadequate, we may not be able to 
sell and deliver our wholesale power.  If a region’s power transmission infrastructure is 
inadequate, our recovery of wholesale costs and profits may be limited.  If restrictive 
transmission price regulation is imposed, the transmission companies may not have sufficient 
incentive to invest in expansion of transmission infrastructure. 
 
The FERC has issued electric transmission initiatives that require electric transmission services 
to be offered unbundled from commodity sales.  Although these initiatives are designed to 
encourage wholesale market transactions, access to transmission systems may in fact not be 
available if transmission capacity is insufficient because of physical constraints or because it is 
contractually unavailable.  We also cannot predict whether transmission facilities will be 
expanded in specific markets to accommodate competitive access to those markets. 
 
Financial derivatives reforms could increase the liquidity needs and costs of our commercial 
trading operations.  
 
In July 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act was signed into 
law (the “Dodd-Frank Act”).  The federal legislation was enacted to reform financial markets 
and significantly alter how over-the-counter (“OTC”) derivatives are regulated.  The law 
increased regulatory oversight of OTC energy derivatives, including: (a) imposing pervasive 
regulation by the Commodity Futures Trading Commission (the “CFTC”) on dealers and traders 
who hold significant positions in swaps, (b) requiring certain standardized OTC derivatives to be 
traded on registered exchanges as directed by CFTC, (c) imposing new and potentially higher 
capital and margin requirements on swap dealers and traders who hold significant positions in 
swaps and (d) increasing the monitoring and compliance obligations of parties who engage in 
swaps, including new recordkeeping and reporting requirements with governmental entities.  The 
CFTC has issued regulations exempting certain end users of energy commodities from being 
required to clear OTC derivatives, provided that they (a) are using the swaps to hedge or mitigate 
commercial risk and (b) satisfy certain other requirements.  To the extent we meet such 
requirements, the end user exemption could reduce the effect of the law's clearing requirements 
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on our hedging activity.  Pursuant to authority granted under the Dodd-Frank Act, the CFTC has 
also issued rules that, among other things, further define the OTC derivative products and entities 
subject to additional regulatory oversight, which recently became effective.  These requirements 
could subject us to additional regulatory oversight related to our OTC derivative transactions, 
cause our OTC derivative transactions to be more costly and have an impact on financial 
condition due to additional capital requirements.  In addition, as these reforms aim to standardize 
OTC products it could limit the effectiveness of our hedging programs because we would have 
less ability to tailor OTC derivatives to match the precise risk we are seeking to manage. 

 
RATIO OF EARNINGS TO FIXED CHARGES 

 
The Ratio of Earnings to Fixed Charges for each of the periods indicated is as follows: 
 
Twelve Months Period Ended   Ratio 
 
December 31, 2011     2.61 
December 31, 2012     2.46 
December 31, 2013     1.33 
March 31, 2014      2.00   
 
The Ratio of Earning to Fixed Charges for the three months ended March 31, 2014 was 

6.09.  For the purposes of calculating the Ratio of Earnings to Fixed Charges, “earnings” 
represents income before income taxes, extraordinary items, and cumulative effect of accounting 
changes, plus fixed charges.  “Fixed charges” consist of interest expense, amortization of debt 
issuance costs, and the portion of operating rental expense which management believes is 
representative of the interest within rental expense. 

 
 

INDEPENDENT AUDITORS 
 

The financial statements of Kentucky Power Company as of December 31, 2013 and 
2012, and for each of the three years in the period ended December 31, 2013, included in this 
Official Statement have been audited by Deloitte & Touche LLP, independent auditors, as stated 
in their report appearing herein. 
 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 825 of 1829



Annex 1 to Appendix A 
 
 
 
 
 
 

Kentucky Power Company 
 
 
 
 
 
 
 
 
 
 

2013 Annual Report 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Audited Financial Statements 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 826 of 1829



 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 827 of 1829



TABLE OF CONTENTS 

 Page 

Number 

   
Glossary of Terms  1 
   
Independent Auditors' Report  3 
   
Statements of Income  4 
   
Statements of Comprehensive Income (Loss)  5 
   
Statements of Changes in Common Shareholder’s Equity  6 
   
Balance Sheets  7 
   
Statements of Cash Flows  9 
   
Index of Notes to Financial Statements  10 
   

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 828 of 1829



1 
 

GLOSSARY OF TERMS 

 

When the following terms and abbreviations appear in the text of this report, they have the meanings 

indicated below. 

 
Term  Meaning 

   
AEGCo  AEP Generating Company, an AEP electric utility subsidiary. 
AEP or Parent  American Electric Power Company, Inc., an electric utility holding company. 
AEP Credit  AEP Credit, Inc., a consolidated variable interest entity of AEP which securitizes 

accounts receivable and accrued utility revenues for affiliated electric 
utility companies. 

AEP East Companies  APCo, I&M, KPCo and OPCo. 

AEP System  American Electric Power System, an integrated electric utility system, owned and 
operated by AEP’s electric utility subsidiaries. 

AEP West Companies  PSO, SWEPCo, TCC and TNC. 

AEPES  AEP Energy Services, Inc., a subsidiary of AEP Resources, Inc. 

AEPSC  American Electric Power Service Corporation, an AEP service subsidiary 
providing management and professional services to AEP and its 
subsidiaries. 

AFUDC  Allowance for Funds Used During Construction. 

AGR  AEP Generation Resources Inc., a nonregulated AEP subsidiary that acquired the 
generation assets and liabilities of OPCo. 

AOCI  Accumulated Other Comprehensive Income. 

APCo  Appalachian Power Company, an AEP electric utility subsidiary. 

CAA  Clean Air Act. 

CO2  Carbon dioxide and other greenhouse gases. 

CWIP  Construction Work in Progress. 
EIS  Energy Insurance Services, Inc., a nonaffiliated captive insurance company and 

consolidated variable interest entity of AEP. 
FAC  Fuel Adjustment Clause. 

Federal EPA  United States Environmental Protection Agency. 

FERC  Federal Energy Regulatory Commission. 

FGD  Flue Gas Desulfurization or scrubbers. 

FTR  Financial Transmission Right, a financial instrument that entitles the holder to 
receive compensation for certain congestion-related transmission charges 
that arise when the power grid is congested resulting in differences in 
locational prices. 

I&M  Indiana Michigan Power Company, an AEP electric utility subsidiary. 

IAA  AEP System Interim Allowance Agreement. 

Interconnection Agreement  An agreement by and among APCo, I&M, KPCo and OPCo which defined the 
sharing of costs and benefits associated with their respective generating 
plants.  This agreement was terminated January 1, 2014. 

IRS  Internal Revenue Service. 

KGPCo  Kingsport Power Company, an AEP electric utility subsidiary. 

KPCo  Kentucky Power Company, an AEP electric utility subsidiary. 

KPSC  Kentucky Public Service Commission. 

MISO  Midwest Independent Transmission System Operator. 

MLR  Member load ratio, the method used to allocate transactions among members of 
the Interconnection Agreement. 

MMBtu  Million British Thermal Units. 

MTM  Mark-to-Market. 

MW  Megawatt. 

MWh  Megawatthour. 

NOx  Nitrogen oxide. 
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Term  Meaning 

   
OATT  Open Access Transmission Tariff. 

OPCo   Ohio Power Company, an AEP electric utility subsidiary. 

OPEB  Other Postretirement Benefit Plans. 

Operating Agreement  Agreement, dated January 1, 1997, as amended, by and among PSO and SWEPCo 
governing generating capacity allocation, energy pricing, and revenues 
and costs of third party sales.  AEPSC acts as the agent. 

OTC  Over the counter. 

OVEC  Ohio Valley Electric Corporation, which is 43.47% owned by AEP. 

PCA  Power Coordination Agreement. 

PJM  Pennsylvania – New Jersey – Maryland regional transmission organization. 

PSO  Public Service Company of Oklahoma, an AEP electric utility subsidiary. 

PUCO  Public Utility Commission of Ohio. 

Risk Management Contracts  Trading and nontrading derivatives, including those derivatives designated as cash 
flow and fair value hedges. 

Rockport Plant  A generating plant, consisting of two 1,310 MW coal-fired generating units near 
Rockport, Indiana.  AEGCo and I&M jointly-own Unit 1.  In 1989, 
AEGCo and I&M entered into a sale-and-leaseback transaction with 
Wilmington Trust Company, an unrelated, unconsolidated trustee for 
Rockport Plant, Unit 2. 

RTO  Regional Transmission Organization, responsible for moving electricity over large 
interstate areas. 

SIA  System Integration Agreement, effective June 15, 2000, provides contractual basis 
for coordinated planning, operation and maintenance of the power supply 
sources of the combined AEP. 

SO2  Sulfur dioxide. 

SPP  Southwest Power Pool regional transmission organization. 

SWEPCo  Southwestern Electric Power Company, an AEP electric utility subsidiary. 

TCC  AEP Texas Central Company, an AEP electric utility subsidiary. 

TNC  AEP Texas North Company, an AEP electric utility subsidiary.  

Utility Money Pool  Centralized funding mechanism AEP uses to meet the short-term cash 
requirements of certain utility subsidiaries. 

VIE  Variable Interest Entity. 

Virginia SCC  Virginia State Corporation Commission. 

WPCo  Wheeling Power Company, an AEP electric utility subsidiary. 

WVPSC  Public Service Commission of West Virginia. 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 830 of 1829



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 831 of 1829INDEPENDENT AUDITORS' REPORT 

To the Board of Directors and Shareholder of 
Kentucky Power Company: 

We have audited the accompanying financial statements of Kentucky Power Company (the "Company"), which 
comprise the balance sheets as of December 31, 2013 and 2012, and the related statements of income, 
comprehensive income (loss), changes in common shareholder's equity, and cash flows for each of the three years in 
the period ended December 31, 2013, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our 
audits in accordlUlce with auditing standards generally accepted in the United States of America. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor' s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. ln making those risk assessments, 
the auditor considers internal control relevant to the Company's preparation and fair presentation of the financial 
statements in' order to design audit procedures that are appropriate in the circumstances, but not for the ptlrpose of 
expressing an opinion on the effectiveness of the Company's internal control. Accordingly, we express no such 
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of Kentucky Power Company as of December 31 , 2013 and 2012, and the results of its operations and its cash flows 
for each of the three years in the period ended December 31 , 20 13 in accordance with accounting principles 
generally accepted in the United States of America. 

Emphasis of Matter 

The financial statements give retroactive effect to the transfer of a fifty percent interest in Units I and 2 of the 
Mitchell Plant to the Company on December 31, 2013, which has been accounted for at historical cost as a transfer 
between entities under common control as described in Note I to the financial statements. Our opinion is not 
modified with respect to this matter. 

Columbus, Ohio 
February 25, 2014 
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  KENTUCKY POWER COMPANY 
  STATEMENTS OF INCOME 
  For the Years Ended December 31, 2013, 2012 and 2011 
  (in thousands) 
    

        Years Ended December 31, 

      2013    2012    2011  

  REVENUES                 

  Electric Generation, Transmission and Distribution   $  721,840   $  753,095   $  847,867 

  Sales to AEP Affiliates      103,731    70,776    104,682 

  Other Revenues      684      546      494 

  TOTAL REVENUES      826,255      824,417      953,043 

                  
  EXPENSES             

  Fuel and Other Consumables Used for Electric Generation      200,139      219,328      336,164 

  Purchased Electricity for Resale       11,003      11,319      23,924 

  Purchased Electricity from AEP Affiliates      269,088      223,649      210,299 

  Other Operation      75,038      75,410      77,804 

  Maintenance      66,977      63,125      67,094 

  Asset Impairments and Other Related Charges      32,847      -      - 

  Depreciation and Amortization      91,692      87,995      86,498 

  Taxes Other Than Income Taxes      20,272      19,659      18,567 

  TOTAL EXPENSES      767,056      700,485      820,350 

                
  OPERATING INCOME      59,199      123,932      132,693 
                
  Other Income (Expense):             

  Interest Income      231      351      2,324 

  Allowance for Equity Funds Used During Construction      1,367      1,574      1,229 

  Interest Expense      (44,509)     (49,375)     (51,101)

                
  INCOME BEFORE INCOME TAX EXPENSE      16,288      76,482      85,145 
                
  Income Tax Expense      7,382      23,507      31,169 

                
  NET INCOME   $  8,906   $  52,975   $  53,976 

                      
  The common stock of KPCo is wholly-owned by AEP.                   
                      
  See Notes to Financial Statements beginning on page 10. 
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  KENTUCKY POWER COMPANY   

  STATEMENTS OF COMPREHENSIVE INCOME (LOSS)   

  For the Years Ended December 31, 2013, 2012 and 2011   

   (in thousands)   

                          

        Years Ended December 31,   

       2013    2012    2011    

  Net Income   $  8,906    $  52,975    $  53,976 

                    
  OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAXES              

  Cash Flow Hedges, Net of Tax of $113, $117 and $94 in 2013, 2012 and 2011,                    

    Respectively     210       216       (174)  

  Amortization of Pension and OPEB Deferred Costs, Net of Tax of $755, $687                    

    and $540 in 2013, 2012 and 2011, Respectively     1,402       1,275       1,002   

  Pension and OPEB Funded Status, Net of Tax of $4,168, $1,801 and $400 in                    

    2013, 2012 and 2011, Respectively     7,741       3,345       (743)

                    
  TOTAL OTHER COMPREHENSIVE INCOME      9,353       4,836       85 

                    
  TOTAL COMPREHENSIVE INCOME   $  18,259    $  57,811    $  54,061 

                    
                    

  See Notes to Financial Statements beginning on page 10.               
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KENTUCKY POWER COMPANY 
STATEMENTS OF CHANGES IN COMMON SHAREHOLDER'S EQUITY 

For the Years Ended December 31, 2013, 2012 and 2011 

(in thousands) 

  
                      Accumulated     

                      Other     

    Common   Paid-in   Retained   Comprehensive     

         Stock   Capital   Earnings   Income (Loss)   Total 

TOTAL COMMON SHAREHOLDER'S EQUITY -                              

  DECEMBER 31, 2010   $   50,450   $   478,022   $   157,467   $   (24,915)  $   661,024 
                      

Capital Contribution from Parent          41,972              41,972 
Common Stock Dividends              (39,602)         (39,602)
Net Income                  53,976          53,976 
Other Comprehensive Income                  85      85 

TOTAL COMMON SHAREHOLDER'S EQUITY -                              

  DECEMBER 31, 2011      50,450      519,994      171,841      (24,830)     717,455 
                      

Capital Contribution from Parent          11,542              11,542 
Common Stock Dividends              (33,997)         (33,997)
Net Income                  52,975          52,975 
Other Comprehensive Income                  4,836      4,836 

TOTAL COMMON SHAREHOLDER'S EQUITY -                      
  DECEMBER 31, 2012      50,450      531,536      190,819      (19,994)     752,811 
                                
Capital Contribution from Parent          83,112              83,112 
Common Stock Dividends              (20,034)         (20,034)
Net Income                  8,906          8,906 
Other Comprehensive Income                       9,353      9,353 
Pension and OPEB Adjustment Related to Mitchell                         
  Plant                  5,221      5,221 

TOTAL COMMON SHAREHOLDER'S EQUITY -                     
  DECEMBER 31,  2013   $   50,450   $   614,648   $   179,691   $   (5,420)  $   839,369 

  
See Notes to Financial Statements beginning on page 10. 
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  KENTUCKY POWER COMPANY 

  BALANCE SHEETS 

  ASSETS 

  December 31, 2013 and 2012 

  (in thousands) 

    
          December 31, 
      2013    2012  

  CURRENT ASSETS             

  Cash and Cash Equivalents   $  743   $  1,482 
  Accounts Receivable:             
    Customers      17,889      25,826 
    Affiliated Companies      9,781      53,285 
    Accrued Unbilled Revenues      857      4,472 
    Miscellaneous      75      249 
    Allowance for Uncollectible Accounts      (78)     (164)

      Total Accounts Receivable       28,524      83,668 

  Fuel      92,313      98,717 
  Materials and Supplies      43,940      38,306 
  Risk Management Assets       4,356      6,175 
  Accrued Tax Benefits      5,249      5,186 
  Prepayments and Other Current Assets      3,284      6,791 

  TOTAL CURRENT ASSETS      178,409      240,325 

                
  PROPERTY, PLANT AND EQUIPMENT             

  Electric:             
    Generation      1,052,757      1,438,999 
    Transmission      507,844      495,981 
    Distribution      693,481      652,615 
  Other Property, Plant and Equipment (Including Plant to be Retired)      480,759      65,150 
  Construction Work in Progress      128,599      87,924 

  Total Property, Plant and Equipment      2,863,440      2,740,669 
  Accumulated Depreciation and Amortization      943,889      884,016 

  TOTAL PROPERTY, PLANT AND EQUIPMENT – NET      1,919,551      1,856,653 

                
  OTHER NONCURRENT ASSETS             

  Regulatory Assets      216,360      213,734 
  Long-term Risk Management Assets      3,484      6,882 
  Employee Benefits and Pension Assets      11,446      - 
  Deferred Charges and Other Noncurrent Assets       20,207      54,986 

  TOTAL OTHER NONCURRENT ASSETS      251,497      275,602 

                
  TOTAL ASSETS   $  2,349,457   $  2,372,580 

                
  See Notes to Financial Statements beginning on page 10. 
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  KENTUCKY POWER COMPANY 

  BALANCE SHEETS 

  LIABILITIES AND COMMON SHAREHOLDER'S EQUITY 

  December 31, 2013 and 2012 

    
          December 31, 
      2013    2012  

        (in thousands) 

  CURRENT LIABILITIES             

  Advances from Affiliates    $  8,564   $  13,359 
  Accounts Payable:         
    General      21,619      75,444 
    Affiliated Companies      39,171      56,256 
  Long-term Debt Due Within One Year – Nonaffiliated      -      250,000 
  Risk Management Liabilities      1,828      3,320 
  Customer Deposits      25,211      23,485 
  Deferred Income Taxes      6,486      2,376 
  Accrued Taxes       20,801      16,650 
  Accrued Interest      6,678      12,002 
  Regulatory Liability for Over-Recovered Fuel Costs      2,851      7,928 
  Other Current Liabilities      19,411      29,480 

  TOTAL CURRENT LIABILITIES      152,620      490,300 

                
  NONCURRENT LIABILITIES             

  Long-term Debt – Nonaffiliated      729,389      529,195 
  Long-term Debt – Affiliated      20,000      20,000 
  Long-term Risk Management Liabilities      2,105      3,700 
  Deferred Income Taxes      549,672      503,147 
  Regulatory Liabilities and Deferred Investment Tax Credits      22,926      26,159 
  Employee Benefits and Pension Obligations      6,041      32,387 
  Deferred Credits and Other Noncurrent Liabilities      27,335      14,881 

  TOTAL NONCURRENT LIABILITIES      1,357,468      1,129,469 

                
  TOTAL LIABILITIES      1,510,088      1,619,769 

                
  Rate Matters (Note 3)             
  Commitments and Contingencies (Note 5)             
                
  COMMON SHAREHOLDER’S EQUITY             

  Common Stock – Par Value – $50 Per Share:             
    Authorized – 2,000,000 Shares           
    Outstanding  – 1,009,000 Shares      50,450      50,450 
  Paid-in Capital      614,648      531,536 
  Retained Earnings      179,691      190,819 
  Accumulated Other Comprehensive Income (Loss)      (5,420)     (19,994)

  TOTAL COMMON SHAREHOLDER’S EQUITY      839,369      752,811 

                
  TOTAL LIABILITIES AND COMMON SHAREHOLDER'S EQUITY   $  2,349,457   $  2,372,580 

                
  See Notes to Financial Statements beginning on page 10. 
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KENTUCKY POWER COMPANY 
STATEMENTS OF CASH FLOWS 

For the Years Ended December 31, 2013, 2012 and 2011 

(in thousands) 

  
         Years Ended December 31, 

    2013    2012    2011  

OPERATING ACTIVITIES       

Net Income   $  8,906   $  52,975   $  53,976 
Adjustments to Reconcile Net Income to Net Cash Flows from                   
  Operating Activities:             
    Depreciation and Amortization    91,692    87,995    86,498 
    Deferred Income Taxes    12,440    10,168    33,153 
    Asset Impairments and Other Related Charges    32,847    -    - 
    Allowance for Equity Funds Used During Construction    (1,367)   (1,574)   (1,229)
    Mark-to-Market of Risk Management Contracts    2,357    2,510    (220)
    Pension Contributions to Qualified Plan Trust    -    (5,547)   (18,239)
    Fuel Over/Under-Recovery, Net    (5,078)   4,790    2,274 
    Change in Other Noncurrent Assets    7,334    (13,338)   (10,711)
    Change in Other Noncurrent Liabilities    (2,953)   697    2,927 
    Changes in Certain Components of Working Capital:             
      Accounts Receivable, Net    55,144    (7,523)   14,707 
      Fuel, Materials and Supplies    3,130    (55,120)   (3,618)
      Accounts Payable    (68,480)   3,429    (9,748)
      Accrued Taxes, Net     4,013    (11,400)   (2,152)
      Accrued Interest    (5,324)   (545)   131 
      Other Current Assets    3,817    607    730 
      Other Current Liabilities    (9,186)   2,974    4,363 

Net Cash Flows from Operating Activities    129,292    71,098    152,842 

              
INVESTING ACTIVITIES             

Construction Expenditures    (141,832)   (130,964)   (83,902)
Change in Advances to Affiliates, Net    -    70,332    (3,272)
Acquisitions of Assets    (563)   (419)   (1,289)
Proceeds from Sales of Assets    5,566    1,032    439 

Net Cash Flows Used for Investing Activities    (136,829)   (60,019)   (88,024)

              
FINANCING ACTIVITIES             

Capital Contribution from Parent    83,112    11,542    41,972 
Issuance of Long-term Debt – Nonaffiliated    199,700    -    - 
Change in Advances from Affiliates, Net    (4,795)   13,359    - 
Retirement of Long-term Debt – Nonaffiliated    (250,000)   -    (65,000)
Principal Payments for Capital Lease Obligations    (1,440)   (1,503)   (1,742)
Dividends Paid on Common Stock    (20,034)   (33,997)   (39,602)
Other Financing Activities    255    224    51 

Net Cash Flows from (Used for) Financing Activities    6,798    (10,375)   (64,321)

              
Net Increase (Decrease) in Cash and Cash Equivalents    (739)   704    497 
Cash and Cash Equivalents at Beginning of Period    1,482    778    281 

Cash and Cash Equivalents at End of Period   $  743   $  1,482   $  778 

              
SUPPLEMENTARY INFORMATION             

Cash Paid for Interest, Net of Capitalized Amounts   $  48,602   $  48,740   $  50,429 
Net Cash Paid for Income Taxes    6,100    23,089    7,785 
Noncash Acquisitions Under Capital Leases    3,448    2,136    621 
Construction Expenditures Included in Current Liabilities as of December 31,    7,253    28,565    13,735 
        
See Notes to Financial Statements beginning on page 10.       
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1.  ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

ORGANIZATION 

 
As a public utility, KPCo engages in the generation and purchase of electric power, and the subsequent sale, 
transmission and distribution of that power to 172,000 retail customers in its service territory in eastern Kentucky.  
KPCo also sells power at wholesale to municipalities. 
 

In accordance with management’s December 2010 announcement and an October 2012 filing with the FERC, the 
Interconnection Agreement was terminated effective January 1, 2014.  The AEP System Interim Allowance 
Agreement which provided for, among other things, the transfer of SO2 emission allowances associated with 
transactions under the Interconnection Agreement was also terminated. 
 
Effective January 1, 2014, the FERC approved a Power Coordination Agreement (PCA) among APCo, I&M and 
KPCo with AEPSC as the agent to coordinate the participants’ respective power supply resources.  Under the PCA, 
APCo, I&M and KPCo will be individually responsible for planning their respective capacity obligations and there 
will be no capacity equalization charges/credits on deficit/surplus companies.  Further, the PCA allows, but does not 
obligate, APCo, I&M and KPCo to participate collectively under a common fixed resource requirement capacity 
plan in PJM and to participate in specified collective off-system sales and purchase activities. 
 
Also effective January 1, 2014, the FERC approved the creation of a Bridge Agreement among AGR, APCo, I&M, 
KPCo and OPCo with AEPSC as agent.  The Bridge Agreement is an interim arrangement to: (a) address the 
treatment of purchases and sales made by AEPSC on behalf of member companies that extend beyond termination 
of the Interconnection Agreement and (b) address how member companies will fulfill their existing obligations 
under the PJM Reliability Assurance Agreement through the 2014/2015 PJM planning year.  Under the Bridge 
Agreement, AGR is committed to meet capacity obligations of member companies. 
 
Effective January 1, 2014, AEPSC conducts power, coal, natural gas, interest rate and, to a lesser extent, heating oil, 
gasoline and other risk management activities on behalf of APCo, I&M and KPCo.  Power and natural gas risk 
management activities are allocated based on the three member companies’ respective equity positions and the SIA.  
KPCo shared in coal risk management activities based on its proportion of fossil fuels burned by the AEP System.  
Risk management activities primarily involve the purchase and sale of electricity under physical forward contracts at 
fixed and variable prices and, to a lesser extent, natural gas and coal.  The power, natural gas and coal contracts 
include physical transactions, OTC options and financially-settled swaps and exchange-traded futures and options.  
AEPSC settles the majority of the physical forward contracts by entering into offsetting contracts.  For contracts 
entered and settled prior to January 1, 2014, power and natural gas risk management activities were allocated based 
on the Interconnection Agreement and the SIA.  For contracts entered prior to January 1, 2014 and settled after 
January 1, 2014, power and natural gas risk management activities are allocated based on frozen MLR ratios as of 
December 31, 2013.  KPCo shared in the revenues and expenses associated with these risk management activities 
with the other AEP East Companies, PSO and SWEPCo. 
 
Under a unit power agreement with AEGCo, an affiliated company that was not a member of the Interconnection 
Agreement, KPCo purchases 30% of AEGCo’s 50% share of the total output of the 2,600 MW Rockport Plant 
capacity.  Therefore, KPCo purchases 390 MWs of Rockport Plant capacity.  The unit power agreement expires in 
December 2022.  KPCo pays a demand charge for the right to receive the power, which is payable even if the power 
is not taken. 
 
Under the SIA, AEPSC allocates physical and financial revenues and expenses from transactions with neighboring 
utilities, power marketers and other power and natural gas risk management activities based upon the location of 
such activity, with margins resulting from trading and marketing activities originating in PJM and MISO generally 
accruing to the benefit of the AEP East Companies and trading and marketing activities originating in SPP generally 
accruing to the benefit of PSO and SWEPCo.  Margins resulting from other transactions are allocated among the 
AEP East Companies, PSO and SWEPCo in proportion to the marketing realization directly assigned to each zone 
for the current month plus the preceding eleven months. 
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Prior to January 1, 2014, the Interconnection Agreement permitted the AEP East Companies to pool their generation 
assets on a cost basis.  It established an allocation method for generating capacity among its members based on 
relative peak demands and generating reserves through the payment of capacity charges and the receipt of capacity 
revenues.  Members of the Interconnection Agreement were compensated for their costs of energy delivered and 
charged for energy received.  The capacity reserve relationship of the Interconnection Agreement members changed 
as generating assets were added, retired or sold and relative peak demand changed.  The Interconnection Agreement 
calculated each member’s prior twelve-month peak demand relative to the sum of the peak demands of all members 
as a basis for sharing revenues and costs.  The result of this calculation was the MLR, which determined each 
member’s percentage share of revenues and costs. 
 
To minimize the credit requirements and operating constraints when operating within PJM, the AEP East 
Companies, as well as KGPCo and WPCo, agreed to a netting of all payment obligations incurred by any of the AEP 
East Companies against all balances due to the AEP East Companies and to hold PJM harmless from actions that 
any one or more AEP East Companies may take with respect to PJM. 
 
Corporate Separation  
 
Background 

 
On December 31, 2013, based on FERC and PUCO orders which approved the corporate separation of OPCo’s 
generation assets and generation liabilities, OPCo transferred its generation assets and related generation liabilities at 
net book value to AGR.  Also on December 31, 2013, AGR subsequently transferred at net book value a one-half 
interest (780 MW) in the Mitchell Plant to KPCo.  The transfer of these generation assets and associated liabilities 
was approved by the FERC and the KPSC. 
 

Significant Accounting Issues 

 
AGR’s transfer of a one-half ownership in the Mitchell Plant to KPCo at net book value qualifies as an acquisition 
of a business under common control.  Pursuant to “Business Combinations” accounting guidance, KPCo 
retrospectively adjusted its financial statements as if the transfer had occurred at the beginning of the earliest period 
presented. 
 
None of the OPCo regulatory assets and regulatory liabilities were transferred to KPCo.  As previously approved by 
the PUCO, these regulatory assets and liabilities will be recovered/refunded primarily through OPCo non-
bypassable riders. 
 

Substantially all of the current income tax receivables and payables related to OPCo’s generation activities prior to 
December 31, 2013 will remain on OPCo’s balance sheet.  These current income tax receivables and payables are 
the responsibility of OPCo.  Deferred tax assets and liabilities related to KPCo’s acquired share of the Mitchell Plant 
were transferred to KPCo based upon the Mitchell Plant’s related asset and liability values.  Following these 
transfers, KPCo adjusted its deferred tax balances and related regulatory assets to reflect its respective deferred state 
tax rates. 
 

Long-term Debt 

 

On December 31, 2013, KPCo was assigned $200 million of Long-term Debt – Nonaffiliated from AGR related to a 
term credit facility. 
 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

Rates and Service Regulation 

 
KPCo’s rates are regulated by the FERC and the KPSC.  The FERC also regulates KPCo’s affiliated transactions, 
including AEPSC intercompany service billings which are generally at cost, under the 2005 Public Utility Holding 
Company Act and the Federal Power Act.  The FERC also has jurisdiction over the issuances and acquisitions of 
securities of the public utility subsidiaries, the acquisition or sale of certain utility assets and mergers with another 
electric utility or holding company.  For non-power goods and services, the FERC requires a nonregulated affiliate 
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to bill an affiliated public utility company at no more than market while a public utility must bill the higher of cost 
or market to a nonregulated affiliate.  The KPSC also regulates certain intercompany transactions under its affiliate 
statutes.  Both the FERC and state regulatory commissions are permitted to review and audit the relevant books and 
records of companies within a public utility holding company system. 
 
The FERC regulates wholesale power markets, wholesale power transactions and wholesale transmission operations 
and rates.  KPCo’s wholesale power transactions are generally market-based.  Wholesale power transactions are 
cost-based regulated when KPCo negotiates and files a cost-based contract with the FERC or the FERC determines 
that KPCo has “market power” in the region where the transaction occurs.  KPCo has entered into wholesale power 
supply contracts with various municipalities that are FERC-regulated, cost-based contracts.  These contracts are 
generally formula rate mechanisms, which are trued up to actual costs annually. 
 
The KPSC regulates all of the distribution operations and rates and retail transmission rates on a cost basis.  The 
KPSC also regulates the retail generation/power supply operations and rates. 
 
In addition, the FERC regulates the SIA, the System Transmission Integration Agreement and the Transmission 
Agreement, all of which are still active and allocate shared system costs and revenues to the utility subsidiaries that 
are parties to each agreement.  In accordance with management’s December 2010 announcement and October 2012 
filing with the FERC, the Interconnection Agreement was terminated effective January 1, 2014.  The AEP System 
Interim Allowance Agreement which provided for, among other things, the transfer of SO2 emission allowances 
associated with transactions under the Interconnection Agreement was also terminated.  In December 2013, the 
FERC issued orders approving the creation of a Power Coordination Agreement (PCA), effective January 1, 2014.  
Also effective January 1, 2014, the FERC approved the creation of a Bridge Agreement among AGR, APCo, I&M, 
KPCo and OPCo with AEPSC as the agent.   
 

Accounting for the Effects of Cost-Based Regulation 
 
As a rate-regulated electric public utility company, KPCo’s financial statements reflect the actions of regulators that 
result in the recognition of certain revenues and expenses in different time periods than enterprises that are not rate-
regulated.  In accordance with accounting guidance for “Regulated Operations,” KPCo records regulatory assets 
(deferred expenses) and regulatory liabilities (deferred revenue reductions or refunds) to reflect the economic effects 
of regulation in the same accounting period by matching expenses with their recovery through regulated revenues 
and by matching income with its passage to customers in cost-based regulated rates. 
 
Use of Estimates 

 
The preparation of these financial statements in conformity with accounting principles generally accepted in the 
United States of America (GAAP) requires management to make estimates and assumptions that affect the amounts 
reported in the financial statements and accompanying notes.  These estimates include but are not limited to 
inventory valuation, allowance for doubtful accounts, long-lived asset impairment, unbilled electricity revenue, 
valuation of long-term energy contracts, the effects of regulation, long-lived asset recovery, storm costs, the effects 
of contingencies and certain assumptions made in accounting for pension and postretirement benefits.  The estimates 
and assumptions used are based upon management’s evaluation of the relevant facts and circumstances as of the date 
of the financial statements.  Actual results could ultimately differ from those estimates. 
 
Cash and Cash Equivalents 
 
Cash and Cash Equivalents include temporary cash investments with original maturities of three months or less. 
 
Inventory 
 
Fossil fuel inventories and materials and supplies inventories are carried at average cost. 
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Accounts Receivable 
 
Customer accounts receivable primarily include receivables from wholesale and retail energy customers, receivables 
from energy contract counterparties related to risk management activities and customer receivables primarily related 
to other revenue-generating activities. 
 
Revenue is recognized from electric power sales when power is delivered to customers.  To the extent that deliveries 
have occurred but a bill has not been issued, KPCo accrues and recognizes, as Accrued Unbilled Revenues on the 
balance sheets, an estimate of the revenues for energy delivered since the last billing. 
 
AEP Credit factors accounts receivable on a daily basis, excluding receivables from risk management activities, for 
KPCo.  See “Sale of Receivables – AEP Credit” section of Note 13 for additional information. 

 
Allowance for Uncollectible Accounts 
 
Generally, AEP Credit records bad debt expense related to receivables purchased from KPCo under a sale of 
receivables agreement.  For customer accounts receivables relating to risk management activities, accounts 
receivables are reviewed for bad debt reserves at a specific counterparty level basis.  For miscellaneous accounts 
receivable, bad debt expense is recorded for all amounts outstanding 180 days or greater at 100%, unless specifically 
identified.  Miscellaneous accounts receivable items open less than 180 days may be reserved using specific 
identification for bad debt reserves. 
 
Concentrations of Credit Risk and Significant Customers  
 
KPCo does not have any significant customers that comprise 10% or more of its operating revenues as of December 
31, 2013. 
 
Management monitors credit levels and the financial condition of KPCo’s customers on a continuing basis to 
minimize credit risk.  The KPSC allows recovery in rates for a reasonable level of bad debt costs.  Management 
believes adequate provision for credit loss has been made in the accompanying financial statements. 
 
Emission Allowances 
 
KPCo records emission allowances at cost, including the annual SO2 and NOx emission allowance entitlements 
received at no cost from the Federal EPA.  KPCo follows the inventory model for these allowances.  Allowances 
expected to be consumed within one year are reported in Materials and Supplies.  Allowances with expected 
consumption beyond one year are included in Deferred Charges and Other Noncurrent Assets.  These allowances are 
consumed in the production of energy and are recorded in Fuel and Other Consumables Used for Electric Generation 
at an average cost.  The purchases and sales of allowances are reported in the Operating Activities section of the 
statements of cash flows.  The net margin on sales of emission allowances is included in Electric Generation, 
Transmission and Distribution Revenues for nonaffiliated transactions and in Sales to AEP Affiliates Revenues for 
affiliated transactions because of its integral nature to the production process of energy and KPCo’s revenue 
optimization strategy for operations.  The net margin on sales of emission allowances affects the determination of 
deferred fuel or deferred emission allowance costs and the amortization of regulatory assets. 
 
Property, Plant and Equipment 

 
Electric utility property, plant and equipment are stated at original cost.  Additions, major replacements and 
betterments are added to the plant accounts.  Under the group composite method of depreciation, continuous interim 
routine replacements of items such as boiler tubes, pumps, motors, etc. result in original cost retirements, less 
salvage, being charged to accumulated depreciation.  The group composite method of depreciation assumes that on 
average, asset components are retired at the end of their useful lives and thus there is no gain or loss.  The equipment 
in each primary electric plant account is identified as a separate group.  The depreciation rates that are established 
take into account the past history of interim capital replacements and the amount of salvage received.  These rates 
and the related lives are subject to periodic review.  Removal costs are charged to regulatory liabilities.  The costs of 
labor, materials and overhead incurred to operate and maintain the plants are included in operating expenses. 
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Long-lived assets are required to be tested for impairment when it is determined that the carrying value of the assets 
may no longer be recoverable or when the assets meet the held-for-sale criteria under the accounting guidance for 
“Impairment or Disposal of Long-lived Assets.”  When it becomes probable that an asset in service or an asset under 
construction will be abandoned and regulatory cost recovery has been disallowed, the cost of that asset shall be 
removed from plant-in-service or CWIP and charged to expense. 
 
The fair value of an asset or investment is the amount at which that asset or investment could be bought or sold in a 
current transaction between willing parties, as opposed to a forced or liquidation sale.  Quoted market prices in 
active markets are the best evidence of fair value and are used as the basis for the measurement, if available.  In the 
absence of quoted prices for identical or similar assets or investments in active markets, fair value is estimated using 
various internal and external valuation methods including cash flow analysis and appraisals. 
 
Allowance for Funds Used During Construction (AFUDC) 
 
AFUDC represents the estimated cost of borrowed and equity funds used to finance construction projects that is 
capitalized and recovered through depreciation over the service life of regulated electric utility plant.  KPCo records 
the equity component of AFUDC in Allowance for Equity Funds Used During Construction and the debt component 
of AFUDC as a reduction to Interest Expense. 
 
Valuation of Nonderivative Financial Instruments 

 
The book values of Cash and Cash Equivalents, Advances to/from Affiliates, Accounts Receivable and Accounts 
Payable approximate fair value because of the short-term maturity of these instruments. 
 
Fair Value Measurements of Assets and Liabilities 

 
The accounting guidance for “Fair Value Measurements and Disclosures” establishes a fair value hierarchy that 
prioritizes the inputs used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted prices 
in active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to unobservable 
inputs (Level 3 measurement).  Where observable inputs are available for substantially the full term of the asset or 
liability, the instrument is categorized in Level 2.  When quoted market prices are not available, pricing may be 
completed using comparable securities, dealer values, operating data and general market conditions to determine fair 
value.  Valuation models utilize various inputs such as commodity, interest rate and, to a lesser degree, volatility and 
credit that include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or 
similar assets or liabilities in inactive markets, market corroborated inputs (i.e. inputs derived principally from, or 
correlated to, observable market data) and other observable inputs for the asset or liability.  The amount of risk taken 
is determined by the Commercial Operations and Finance groups in accordance with established risk management 
policies as approved by the Finance Committee of AEP’s Board of Directors.  The AEP System’s market risk 
oversight staff independently monitors risk policies, procedures and risk levels and provides members of the 
Commercial Operations Risk Committee (Regulated Risk Committee) various daily, weekly and/or monthly reports 
regarding compliance with policies, limits and procedures.  The Regulated Risk Committee consists of AEPSC’s 
Chief Operating Officer, Chief Financial Officer, Executive Vice President of Generation, Senior Vice President of 
Commercial Operations and Chief Risk Officer. 
 
For commercial activities, exchange traded derivatives, namely futures contracts, are generally fair valued based on 
unadjusted quoted prices in active markets and are classified as Level 1.  Level 2 inputs primarily consist of OTC 
broker quotes in moderately active or less active markets, as well as exchange traded contracts where there is 
insufficient market liquidity to warrant inclusion in Level 1.  Management verifies price curves using these broker 
quotes and classifies these fair values within Level 2 when substantially all of the fair value can be corroborated.  
Management typically obtains multiple broker quotes, which are nonbinding in nature, but are based on recent trades 
in the marketplace.  When multiple broker quotes are obtained, the quoted bid and ask prices are averaged.  In 
certain circumstances, a broker quote may be discarded if it is a clear outlier.  Management uses a historical 
correlation analysis between the broker quoted location and the illiquid locations.  If the points are highly correlated, 
these locations are included within Level 2 as well.  Certain OTC and bilaterally executed derivative instruments are 
executed in less active markets with a lower availability of pricing information.  Illiquid transactions, complex 
structured transactions, FTRs and counterparty credit risk may require nonmarket based inputs.  Some of these 
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inputs may be internally developed or extrapolated and utilized to estimate fair value.  When such inputs have a 
significant impact on the measurement of fair value, the instrument is categorized as Level 3.  The main driver of 
contracts being classified as Level 3 is the inability to substantiate energy price curves in the market.  A significant 
portion of the Level 3 instruments have been economically hedged which greatly limits potential earnings volatility. 
 

AEP utilizes its trustee’s external pricing service to estimate the fair value of the underlying investments held in the 
benefit plan trusts.  AEP’s investment managers review and validate the prices utilized by the trustee to determine 
fair value.  AEP’s management performs its own valuation testing to verify the fair values of the securities.  AEP 
receives audit reports of the trustee’s operating controls and valuation processes.  The trustee uses multiple pricing 
vendors for the assets held in the trusts. 
 

Assets in the benefits trusts are classified using the following methods.  Equities are classified as Level 1 holdings if 
they are actively traded on exchanges.  Items classified as Level 1 are investments in money market funds, fixed 
income and equity mutual funds and domestic equity securities.  They are valued based on observable inputs 
primarily unadjusted quoted prices in active markets for identical assets.  Items classified as Level 2 are primarily 
investments in individual fixed income securities and cash equivalents funds.  Fixed income securities do not trade 
on an exchange and do not have an official closing price but their valuation inputs are based on observable market 
data.  Pricing vendors calculate bond valuations using financial models and matrices.  The models use observable 
inputs including yields on benchmark securities, quotes by securities brokers, rating agency actions, discounts or 
premiums on securities compared to par prices, changes in yields for U.S. Treasury securities, corporate actions by 
bond issuers, prepayment schedules and histories, economic events and, for certain securities, adjustments to yields 
to reflect changes in the rate of inflation.  Other securities with model-derived valuation inputs that are observable 
are also classified as Level 2 investments.  Investments with unobservable valuation inputs are classified as Level 3 
investments.  Benefit plan assets included in Level 3 are primarily real estate and private equity investments that are 
valued using methods requiring judgment including appraisals. 
 

Deferred Fuel Costs  
 

The cost of fuel and related emission allowances and emission control chemicals/consumables is charged to Fuel 
and Other Consumables Used for Electric Generation expense when the fuel is burned or the allowance or 
consumable is utilized.  Fuel cost over-recoveries (the excess of fuel revenues billed to customers over applicable 
fuel costs incurred) are generally deferred as current regulatory liabilities and under-recoveries (the excess of 
applicable fuel costs incurred over fuel revenues billed to customers) are generally deferred as current regulatory 
assets.  Fuel cost over-recovery and under-recovery balances are classified as noncurrent when there is a phase-in 
plan or the FAC has been suspended.  These deferrals are amortized when refunded or when billed to customers in 
later months with the KPSC’s review and approval.  The amount of an over-recovery or under-recovery can also be 
affected by actions of the KPSC.  On a routine basis, the KPSC reviews and/or audits KPCo’s fuel procurement 
policies and practices, the fuel cost calculations and FAC deferrals.  When a FAC under-recovery is no longer 
probable of recovery, KPCo adjusts its FAC deferrals and records a provision for estimated refunds to recognize 
these probable outcomes.  Changes in fuel costs, including purchased power, are reflected in rates in a timely 
manner through the FAC.  A portion of profits from off-system sales are given to customers through the FAC. 
 

Revenue Recognition 
 

Regulatory Accounting 
 

KPCo’s financial statements reflect the actions of regulators that can result in the recognition of revenues and 
expenses in different time periods than enterprises that are not rate-regulated.  Regulatory assets (deferred expenses) 
and regulatory liabilities (deferred revenue reductions or refunds) are recorded to reflect the economic effects of 
regulation in the same accounting period by matching expenses with their recovery through regulated revenues and 
by matching income with its passage to customers in cost-based regulated rates.   
 

When regulatory assets are probable of recovery through regulated rates, KPCo records them as assets on its balance 
sheets.  KPCo tests for probability of recovery at each balance sheet date or whenever new events occur.  Examples 
of new events include the issuance of a regulatory commission order or passage of new legislation.  If it is 
determined that recovery of a regulatory asset is no longer probable, KPCo writes off that regulatory asset as a 
charge against income. 
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Electricity Supply and Delivery Activities 
 
KPCo recognizes revenues from retail and wholesale electricity sales and electricity transmission and distribution 
delivery services.  KPCo recognizes the revenues on the statements of income upon delivery of the energy to the 
customer and includes unbilled as well as billed amounts. 
 
Most of the power produced at the generation plants of the AEP East Companies is sold to PJM.  The AEP East 
Companies purchase power from PJM to supply power to their customers.  Generally, these power sales and 
purchases are reported on a net basis in revenues on the statements of income.  However, purchases of power in 
excess of sales to PJM, on an hourly net basis, used to serve retail load are recorded gross as Purchased Electricity 
for Resale on the statements of income.  Other RTOs in which KPCo participates do not function in the same 
manner as PJM.  They function as balancing organizations and not as exchanges. 
 
Physical energy purchases arising from non-derivative contracts are accounted for on a gross basis in Purchased 
Electricity for Resale on the statements of income.  Energy purchases arising from non-trading derivative contracts 
are recorded based on the transaction’s economic substance.  Purchases under non-trading derivatives used to serve 
accrual based obligations are recorded in Purchased Electricity for Resale on the statements of income.  All other 
non-trading derivative purchases are recorded net in revenues. 
 
In general, KPCo records expenses when purchased electricity is received and when expenses are incurred, with the 
exception of certain power purchase contracts that are derivatives and accounted for using MTM accounting.  KPCo 
defers the unrealized MTM amounts as regulatory assets (for losses) and regulatory liabilities (for gains). 
 
Energy Marketing and Risk Management Activities 
 
AEPSC, on behalf of the AEP East Companies, engages in wholesale power, coal and natural gas marketing and risk 
management activities focused on wholesale markets where the AEP System owns assets and adjacent markets.  
These activities include the purchase and sale of energy under forward contracts at fixed and variable prices.  These 
contracts include physical transactions, exchange-traded futures, and to a lesser extent, OTC swaps and options.  
Certain energy marketing and risk management transactions are with RTOs. 
 
KPCo recognizes revenues and expenses from wholesale marketing and risk management transactions that are not 
derivatives upon delivery of the commodity.  KPCo uses MTM accounting for wholesale marketing and risk 
management transactions that are derivatives unless the derivative is designated in a qualifying cash flow hedge 
relationship or a normal purchase or sale.  The realized gains and losses on wholesale marketing and risk 
management transactions are included in Revenues on the statements of income on a net basis.  The unrealized 
MTM amounts are deferred as regulatory assets (for losses) and regulatory liabilities (for gains).  Unrealized MTM 
gains and losses are included on the balance sheets as Risk Management Assets or Liabilities as appropriate. 
 
Certain qualifying wholesale marketing and risk management derivative transactions are designated as hedges of 
variability in future cash flows as a result of forecasted transactions (cash flow hedge).  KPCo initially records the 
effective portion of the cash flow hedge’s gain or loss as a component of AOCI.  When the forecasted transaction is 
realized and affects net income, KPCo subsequently reclassifies the gain or loss on the hedge from AOCI into 
revenues or expenses within the same financial statement line item as the forecasted transaction on the statements of 
income.  KPCo defers the ineffective portion as regulatory assets (for losses) and regulatory liabilities (for gains).  
See “Accounting for Cash Flow Hedging Strategies” section of Note 9. 
 
Maintenance 
 
Maintenance costs are expensed as incurred.  If it becomes probable that KPCo will recover specifically-incurred 
costs through future rates, a regulatory asset is established to match the expensing of those maintenance costs with 
their recovery in cost-based regulated revenues.   
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Income Taxes and Investment Tax Credits 
 
KPCo uses the liability method of accounting for income taxes.  Under the liability method, deferred income taxes 
are provided for all temporary differences between the book and tax basis of assets and liabilities which will result in 
a future tax consequence. 
 
When the flow-through method of accounting for temporary differences is reflected in regulated revenues (that is, 
when deferred taxes are not included in the cost of service for determining regulated rates for electricity), deferred 
income taxes are recorded and related regulatory assets and liabilities are established to match the regulated 
revenues and tax expense. 
 
Investment tax credits are accounted for under the flow-through method except where regulatory commissions have 
reflected investment tax credits in the rate-making process on a deferral basis.  Investment tax credits that have been 
deferred are amortized over the life of the plant investment. 
 
KPCo accounts for uncertain tax positions in accordance with the accounting guidance for “Income Taxes.”  KPCo 
classifies interest expense or income related to uncertain tax positions as interest expense or income as appropriate 
and classifies penalties as Other Operation expense. 
 
Excise Taxes 
 
As an agent for some state and local governments, KPCo collects from customers certain excise taxes levied by 
those state or local governments on customers.  KPCo does not recognize these taxes as revenue or expense. 
 
Debt 
 
Gains and losses from the reacquisition of debt used to finance regulated electric utility plants are deferred and 
amortized over the remaining term of the reacquired debt in accordance with their rate-making treatment unless the 
debt is refinanced.  If the reacquired debt is refinanced, the reacquisition costs are generally deferred and amortized 
over the term of the replacement debt consistent with its recovery in rates. 
 
Debt discount or premium and debt issuance expenses are deferred and amortized generally utilizing the straight-line 
method over the term of the related debt.  The straight-line method approximates the effective interest method and is 
consistent with the treatment in rates for regulated operations.  The net amortization expense is included in Interest 
Expense. 
 
Investments Held in Trust for Future Liabilities 
 
AEP has several trust funds with significant investments intended to provide for future payments of pension and 
OPEB benefits.  All of the trust funds’ investments are diversified and managed in compliance with all laws and 
regulations.  The investment strategy for trust funds is to use a diversified portfolio of investments to achieve an 
acceptable rate of return while managing the interest rate sensitivity of the assets relative to the associated liabilities.  
To minimize investment risk, the trust funds are broadly diversified among classes of assets, investment strategies 
and investment managers.  Management regularly reviews the actual asset allocations and periodically rebalances 
the investments to targeted allocations when appropriate.  Investment policies and guidelines allow investment 
managers in approved strategies to use financial derivatives to obtain or manage market exposures and to hedge 
assets and liabilities.  The investments are reported at fair value under the “Fair Value Measurements and 
Disclosures” accounting guidance.   
 
Benefit Plans 

 
All benefit plan assets are invested in accordance with each plan’s investment policy.  The investment policy 
outlines the investment objectives, strategies and target asset allocations by plan. 
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The investment philosophies for AEP’s benefit plans support the allocation of assets to minimize risks and optimize 
net returns.  Strategies used include: 
 

• Maintaining a long-term investment horizon. 

• Diversifying assets to help control volatility of returns at acceptable levels. 

• Managing fees, transaction costs and tax liabilities to maximize investment earnings. 

• Using active management of investments where appropriate risk/return opportunities exist. 

• Keeping portfolio structure style-neutral to limit volatility compared to applicable benchmarks. 

• Using alternative asset classes such as real estate and private equity to maximize return and provide additional 
portfolio diversification. 

 

The investment policy for the pension fund allocates assets based on the funded status of the pension plan.  The 
objective of the asset allocation policy is to reduce the investment volatility of the plan over time.  Generally, more 
of the investment mix will be allocated to fixed income investments as the plan becomes better funded.  Assets will 
be transferred away from equity investments into fixed income investments based on the market value of plan assets 
compared to the plan’s projected benefit obligation.  The current target asset allocations are as follows: 
 

  Pension Plan Assets   Target   

  Equity    30.0 %   
  Fixed Income    55.0 %   
  Other Investments    15.0 %   
          
  OPEB Plans Assets   Target   

  Equity    66.0 %   
  Fixed Income    33.0 %   
  Cash    1.0 %   
 

The investment policy for each benefit plan contains various investment limitations.  The investment policies 
establish concentration limits for securities and prohibit the purchase of securities issued by AEP (with the exception 
of proportionate and immaterial holdings of AEP securities in passive index strategies).  However, the investment 
policies do not preclude the benefit trust funds from receiving contributions in the form of AEP securities, provided 
that the AEP securities acquired by each plan may not exceed the limitations imposed by law.  Each investment 
manager's portfolio is compared to a diversified benchmark index.   
 

For equity investments, the limits are as follows: 
 

• No security in excess of 5% of all equities. 

• Cash equivalents must be less than 10% of an investment manager's equity portfolio. 

• No individual stock may be more than 10% of each manager's equity portfolio. 

• No investment in excess of 5% of an outstanding class of any company. 

• No securities may be bought or sold on margin or other use of leverage. 
 

For fixed income investments, the concentration limits must not exceed: 
 

• 3% in any single issuer 

• 5% for private placements 

• 5% for convertible securities 

• 60% for bonds rated AA+ or lower 

• 50% for bonds rated A+ or lower 

• 10% for bonds rated BBB- or lower 
 

For obligations of non-government issuers, the following limitations apply: 
 

• AAA rated debt: a single issuer should account for no more than 5% of the portfolio. 

• AA+, AA, AA- rated debt: a single issuer should account for no more than 3% of the portfolio. 

• Debt rated A+ or lower:  a single issuer should account for no more than 2% of the portfolio. 

• No more than 10% of the portfolio may be invested in high yield and emerging market debt combined at any 
time.    
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A portion of the pension assets is invested in real estate funds to provide diversification, add return and hedge against 
inflation.  Real estate properties are illiquid, difficult to value and not actively traded.  The pension plan uses external 
real estate investment managers to invest in commingled funds that hold real estate properties.  To mitigate investment 
risk in the real estate portfolio, commingled real estate funds are used to ensure that holdings are diversified by region, 
property type and risk classification.  Real estate holdings include core, value-added and development risk classifications 
and some investments in Real Estate Investment Trusts, which are publicly traded real estate securities. 
 
A portion of the pension assets is invested in private equity.  Private equity investments add return and provide 
diversification and typically require a long-term time horizon to evaluate investment performance.  Private equity is 
classified as an alternative investment because it is illiquid, difficult to value and not actively traded.  The pension plan 
uses limited partnerships and commingled funds to invest across the private equity investment spectrum.  The private 
equity holdings are with multiple general partners who help monitor the investments and provide investment selection 
expertise.  The holdings are currently comprised of venture capital, buyout and hybrid debt and equity investment 
instruments.  Commingled private equity funds are used to enhance the holdings’ diversity. 
 
AEP participates in a securities lending program with BNY Mellon to provide incremental income on idle assets and 
to provide income to offset custody fees and other administrative expenses.  AEP lends securities to borrowers 
approved by BNY Mellon in exchange for cash collateral.  All loans are collateralized by at least 102% of the loaned 
asset’s market value and the cash collateral is invested.  The difference between the rebate owed to the borrower and 
the cash collateral rate of return determines the earnings on the loaned security.  The securities lending program’s 
objective is providing modest incremental income with a limited increase in risk. 
 
Trust owned life insurance (TOLI) underwritten by The Prudential Insurance Company is held in the OPEB plan 
trusts.  The strategy for holding life insurance contracts in the taxable Voluntary Employees' Beneficiary 
Association trust is to minimize taxes paid on the asset growth in the trust.  Earnings on plan assets are tax-deferred 
within the TOLI contract and can be tax-free if held until claims are paid.  Life insurance proceeds remain in the 
trust and are used to fund future retiree medical benefit liabilities.  With consideration to other investments held in 
the trust, the cash value of the TOLI contracts is invested in two diversified funds.  A portion is invested in a 
commingled fund with underlying investments in stocks that are actively traded on major international equity 
exchanges.  The other portion of the TOLI cash value is invested in a diversified, commingled fixed income fund 
with underlying investments in government bonds, corporate bonds and asset-backed securities. 
 
Cash and cash equivalents are held in each trust to provide liquidity and meet short-term cash needs. Cash 
equivalent funds are used to provide diversification and preserve principal.  The underlying holdings in the cash 
funds are investment grade money market instruments including commercial paper, certificates of deposit, treasury 
bills and other types of investment grade short-term debt securities.  The cash funds are valued each business day 
and provide daily liquidity. 
 
Comprehensive Income (Loss) 
 
Comprehensive income (loss) is defined as the change in equity (net assets) of a business enterprise during a period 
from transactions and other events and circumstances from nonowner sources.  It includes all changes in equity 
during a period except those resulting from investments by owners and distributions to owners.  Comprehensive 
income (loss) has two components: net income (loss) and other comprehensive income (loss). 
 
Earnings Per Share (EPS) 
 
KPCo is a wholly-owned subsidiary of AEP.  Therefore, KPCo is not required to report EPS. 
 
Subsequent Events 
 
Management reviewed subsequent events through February 25, 2014, the date that KPCo’s 2013 annual report was 
issued. 
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2.  COMPREHENSIVE INCOME 
 

Presentation of Comprehensive Income 
 

The following table provides the components of changes in AOCI for the year ended December 31, 2013.  All 
amounts in the following tables are presented net of related income taxes. 
 

Changes in Accumulated Other Comprehensive Income (Loss) by Component 
For the Year Ended December 31, 2013 

  

      Cash Flow Hedges   Pension and OPEB       

            Interest Rate   Amortization   Changes       

            and Foreign   of Deferred   in Funded       

      Commodity   Currency   Costs   Status   Total 

      (in thousands) 

Balance in AOCI as of December 31, 2012 $  (127) $  (282) $  1,275 $  (20,860) $  (19,994)

Change in Fair Value Recognized in AOCI    152    -    -    7,741    7,893 

Amounts Reclassified from AOCI    (2)     60    1,402    -      1,460 

Net Current Period Other                             

    Comprehensive Income    150      60    1,402    7,741    9,353 

Pension and OPEB Adjustment Related to               

    Mitchell Plant    -      -    -    5,221    5,221 

Balance in AOCI as of December 31, 2013 $  23 $  (222) $  2,677 $  (7,898) $  (5,420)

 

Reclassifications from Accumulated Other Comprehensive Income 
 

The following table provides details of reclassifications from AOCI for the year ended December 31, 2013. 
 

  Reclassifications from Accumulated Other Comprehensive Income (Loss) 
  For the Year Ended December 31, 2013 
              
          Amount of 

          (Gain) Loss 

          Reclassified 

          from AOCI 
  Gains and Losses on Cash Flow Hedges   (in thousands) 

  Commodity:   
      Electric Generation, Transmission and Distribution Revenues   $  (64)
      Purchased Electricity for Resale      84 
      Other Operation Expense    (8)
      Maintenance Expense      (5)
      Property, Plant and Equipment    (11)

  Subtotal - Commodity    (4)

          
  Interest Rate and Foreign Currency:   
      Interest Expense    93 

  Subtotal - Interest Rate and Foreign Currency    93 

              
  Reclassifications from AOCI, before Income Tax (Expense) Credit      89 
  Income Tax (Expense) Credit      31 

  Reclassifications from AOCI, Net of Income Tax (Expense) Credit      58 

            
  Pension and OPEB       

  Amortization of Prior Service Cost (Credit)      (364)
  Amortization of Actuarial (Gains)/Losses      2,521 
  Change in Funded Status      - 

  Reclassifications from AOCI, before Income Tax (Expense) Credit      2,157 
  Income Tax (Expense) Credit      755 

  Reclassifications from AOCI, Net of Income Tax (Expense) Credit      1,402 

              Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit   $  1,460 
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The following tables provide details on designated, effective cash flow hedges included in Accumulated Other 
Comprehensive Income (Loss) on KPCo’s balance sheets and the reasons for changes in cash flow hedges for the 
years ended December 31, 2012 and 2011.  All amounts in the following tables are presented net of related income 
taxes. 
 
  Total Accumulated Other Comprehensive Income (Loss) Activity for Cash Flow Hedges 

   Year Ended December 31, 2012 

                        

          Commodity   Interest Rate   Total 

          (in thousands) 

  Balance in AOCI as of December 31, 2011   $  (283) $  (342) $  (625)

  Changes in Fair Value Recognized in AOCI      (246)    -    (246)

  Amount of (Gain) or Loss Reclassified from AOCI             

    to Statement of Income/within Balance Sheet:             

      Electric Generation, Transmission and Distribution Revenues      (16)     -    (16)

      Purchased Electricity for Resale      427      -    427 

      Other Operation Expense      (5)     -      (5)

      Maintenance Expense      -      -    - 

      Interest Expense      -    60      60 

      Property, Plant and Equipment      (4)     -    (4)

      Regulatory Assets (a)      -      -    - 

      Regulatory Liabilities (a)      -      -    - 

  Balance in AOCI as of December 31, 2012   $  (127) $  (282) $  (409)

                
  Total Accumulated Other Comprehensive Income (Loss) Activity for Cash Flow Hedges 

   Year Ended December 31, 2011 

                        

          Commodity   Interest Rate   Total 

          (in thousands) 

  Balance in AOCI as of December 31, 2010   $  (48) $  (403) $  (451)

  Changes in Fair Value Recognized in AOCI      (431)    -    (431)

  Amount of (Gain) or Loss Reclassified from AOCI             

    to Statement of Income/within Balance Sheet:             

      Electric Generation, Transmission and Distribution Revenues      205      -    205 

      Purchased Electricity for Resale      51      -    51 

      Other Operation Expense      (32)     -    (32)

      Maintenance Expense      (37)     -    (37)

      Interest Expense      -      61    61 

      Property, Plant and Equipment      (47)     -    (47)

      Regulatory Assets (a)      56      -    56 

      Regulatory Liabilities (a)      -      -    - 

  Balance in AOCI as of December 31, 2011   $  (283) $  (342) $  (625)

 

(a)  Represents realized gains and losses subject to regulatory accounting treatment recorded as either current or noncurrent 
on the balance sheets. 
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3.  RATE MATTERS  
 
KPCo is involved in rate and regulatory proceedings at the FERC and the KPSC.  Rate matters can have a material 
impact on net income, cash flows and possibly financial condition.  KPCo’s recent significant rate orders and 
pending rate filings are addressed in this note. 
 
Plant Transfer 
 

In October 2012, the AEP East Companies submitted several filings with the FERC.  See the “Corporate Separation 
and Termination of Interconnection Agreement” section of FERC Rate Matters.  In December 2012, KPCo filed a 
request with the KPSC for approval to transfer at net book value to KPCo a one-half interest in the Mitchell Plant, 
comprising 780 MW of average annual generating capacity.  KPCo also requested that costs related to the Big Sandy 
Plant, Unit 2 FGD project be established as a regulatory asset.  As of December 31, 2013, the net book value of Big 
Sandy Plant, Unit 2 was $249 million, before cost of removal, including materials and supplies inventory and CWIP.  
In March 2013, KPCo issued a Request for Proposal (RFP) to purchase up to 250 MW of long-term capacity and 
energy to replace a portion of the capacity from Big Sandy Plant, Unit 1.  In June 2013, KPCo filed the results of its 
RFP with the KPSC.   
 
In October 2013, the KPSC issued an order approving a modified settlement agreement between KPCo, Kentucky 
Industrial Utility Customers, Inc. and the Sierra Club.  The modified settlement approved the transfer of a one-half 
interest in the Mitchell Plant to KPCo at net book value on December 31, 2013 with the limitation that the net book 
value of the Mitchell Plant transfer not exceed the amount to be determined by a WVPSC order.  The WVPSC order 
was subsequently issued in December 2013, but the WVPSC deferred a decision on the transfer of the one-half 
interest in the Mitchell Plant to APCo.  The settlement also included the implementation of an Asset Transfer Rider 
to collect $44 million annually effective January 2014, subject to true-up, and allowed KPCo to retain any off-
system sales margins above the $15.3 million annual level in base rates.  Additionally, the settlement allows for 
KPCo to file a Certificate of Public Convenience and Necessity to convert Big Sandy Plant, Unit 1 to natural gas, 
provided the cost is approximately $60 million, and addressed potential greenhouse gas initiatives on the Mitchell 
Plant.  The settlement also approved recovery, including a return, of coal-related retirement costs related to Big 
Sandy Plant over 25 years when base rates are set in the next base rate case (no earlier than June 2015), but rejected 
KPCo’s request to defer FGD project costs for Big Sandy Plant, Unit 2.  As a result of this order, in 2013, KPCo 
recorded a pretax regulatory disallowance of $33 million in Asset Impairments and Other Related Charges on the 
statement of income.  In November 2013, the KPSC denied the Attorney General’s petition for rehearing.  In 
December 2013, the Attorney General filed an appeal with the Franklin County Circuit Court.  In December 2013, 
KPCo filed motions with the Franklin County Circuit Court to dismiss the appeal.  A hearing on the motions to 
dismiss was held in January 2014.  In December 2013, the transfer of a one-half interest in the Mitchell Plant to 
KPCo was completed.  
 
2013 Kentucky Base Rate Case 
 
In June 2013, KPCo filed a request with the KPSC for an annual increase in base rates of $114 million based upon a 
return on common equity of 10.65% to be effective January 2014.  The proposed revenue increase included cost 
recovery of the proposed transfer of the one-half interest in the Mitchell Plant (780 MW).  In October 2013, the 
KPSC issued an order in the plant transfer case which modified and approved a settlement agreement that included 
the approval of the proposed transfer of the one-half interest in the Mitchell Plant to KPCo.  The modified and 
approved settlement agreement also included KPCo’s agreement to withdraw this base rate case request and file a 
base case proceeding no later than December 2014 with its current base rates to remain in effect until at least May 
2015.  In November 2013, KPCo withdrew this base rate request and the withdrawal was approved by the KPSC.   

 
FERC Rate Matters  

 

Corporate Separation and Termination of Interconnection Agreement 

 
In October 2012, the AEP East Companies submitted several filings with the FERC seeking approval to fully 
separate OPCo’s generation assets from its distribution and transmission operations and to transfer at net book value 
AGR’s Mitchell Plant to APCo and KPCo in equal one-half interests (780 MW each), to be effective December 31, 
2013.  In April 2013, the FERC issued orders approving the transfer of OPCo’s generation assets to AGR, and the 
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Mitchell Plant assets to APCo and KPCo.  In January 2014, the FERC dismissed an Industry Energy Users-Ohio 
petition for rehearing of its order granting OPCo authority to implement corporate separation by transferring its 
generation assets to AGR.  In December 2013, the transfer of the Mitchell Plant to KPCo was completed.  See the 
“Plant Transfer” section of Rate Matters.   
 
In accordance with management’s December 2010 announcement and October 2012 filing with the FERC, the 
Interconnection Agreement was terminated effective January 1, 2014.  The AEP System Interim Allowance 
Agreement which provided for, among other things, the transfer of SO2 emission allowances associated with 
transactions under the Interconnection Agreement was also terminated.   
 
In December 2013, the FERC issued orders approving the creation of a Power Coordination Agreement (PCA), 
effective January 1, 2014, conditioned upon certain compliance filings which were filed with the FERC in January 
2014.  The PCA was established among APCo, I&M and KPCo with AEPSC as the agent to coordinate their 
respective power supply resources.  Under the PCA, KPCo would be individually responsible for planning its 
respective capacity obligations and there would be no capacity equalization charges/credits on deficit/surplus 
companies.  Further, the PCA allows, but does not obligate, KPCo to participate collectively under a common fixed 
resource requirement capacity plan in PJM and to participate in specified collective off-system sales and purchase 
activities.     

 
Also effective January 1, 2014, the FERC approved the creation of a Bridge Agreement among AGR, APCo, I&M, 
KPCo and OPCo with AEPSC as the agent.  The Bridge Agreement is an interim arrangement to: (a) address the 
treatment of purchases and sales made by AEPSC on behalf of member companies that extend beyond termination 
of the Interconnection Agreement and (b) address how member companies will fulfill their existing obligations 
under the PJM Reliability Assurance Agreement through the 2014/2015 PJM planning year.  Under the Bridge 
Agreement, AGR is committed to meet capacity obligations of member companies through May 31, 2015.   
 
In October 2013, the AEP East Companies submitted additional filings with the FERC updating the October 2012 
filings to reflect changes necessitated by orders from the Virginia SCC and the KPSC related to the proposed asset 
transfers and to position the company for the final stages of corporate separation.  In December 2013, the FERC 
issued an order approving these additional filings.  See the “Plant Transfers” section of Rate Matters.   
 
If KPCo experiences decreases in revenues or increases in expenses as a result of changes to its relationship with 
affiliates and is unable to recover the change in revenues and costs through rates, prices or additional sales, it could 
reduce future net income and cash flows. 
 
4.  EFFECTS OF REGULATION 
 
Regulated Generating Unit to be Retired Before or During 2016 

 
The following regulated generating unit is probable of abandonment.  Accordingly, CWIP and Plant in Service has 
been reclassified as Other Property, Plant and Equipment on the balance sheet as of December 31, 2013.  The 
following table summarizes the plant investment and cost of removal, currently being recovered, for the generating 
unit as of December 31, 2013. 
 

Plant Name and Unit    

Gross 

Investment    

Accumulated 

Depreciation    

Net 

Investment    

Cost of 

Removal 

Regulatory 

Liability  

Expected 

Retirement 

Date  

Remaining 

Recovery 

Period 

                 (in thousands)   
Big Sandy Plant, Unit 2   $  423,687  $  180,192  $  243,495  $  47,181  2015   27 years 

Total   $  423,687  $  180,192  $  243,495  $  47,181       
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Regulatory Assets and Liabilities 

 
Regulatory assets and liabilities are comprised of the following items: 
 
            December 31,   Remaining 

Regulatory Assets:   2013    2012    Recovery Period 

            (in thousands)     

Noncurrent Regulatory Assets                 

Regulatory assets not yet being recovered pending future proceedings                 

  to determine the recovery method and timing:                 
                  
  Regulatory Assets Currently Not Earning a Return         

    Storm Related Costs   $  12,146 $  12,146   

    Mountaineer Carbon Capture and Storage                

      Commercial Scale Facility      -      873   

Total Regulatory Assets Not Yet Being Recovered      12,146    13,019   

          
Regulatory assets being recovered:         

          
  Regulatory Assets Currently Earning a Return         
    Other Regulatory Assets Being Recovered      1,422    1,668 various 

  Regulatory Assets Currently Not Earning a Return         

    Income Taxes, Net      154,603    127,489 22 years 

    Pension and OPEB Funded Status      32,458    52,048 11 years 

    Storm Related Costs      7,048      11,746 2 years 

    Postemployment Benefits      4,530    5,230 5 years 

    Medicare Subsidy      2,383    - 11 years 

    Peak Demand Reduction/Energy Efficiency      914    1,589 1 year 

    Other Regulatory Assets Being Recovered      856    945 various 

Total Regulatory Assets Being Recovered      204,214    200,715   

          
Total Noncurrent Regulatory Assets   $  216,360 $  213,734   

 
          December 31,   Remaining 

Regulatory Liabilities:   2013    2012    Refund Period 

          (in thousands)     

Current Regulatory Liability                 

Over-recovered Fuel Costs - does not pay a return   $  2,851 $  7,928   1 year 

                  
Noncurrent Regulatory Liabilities and                 

Deferred Investment Tax Credits                 

Regulatory liabilities being paid:         
          

  Regulatory Liabilities Currently Paying a Return       

    Asset Removal Costs   $  19,231 $  21,066 (a) 

  Regulatory Liabilities Currently Not Paying a Return         

    Unrealized Gain on Forward Commitments      3,259    4,288 4 years 

    Deferred Investment Tax Credits      126    356 7 years 

    Other Regulatory Liabilities Being Paid      310    449 various 

Total Regulatory Liabilities Being Paid      22,926    26,159   

                
Total Noncurrent Regulatory Liabilities and Deferred         

  Investment Tax Credits   $  22,926 $  26,159   

                
(a) Relieved as removal costs are incurred. 
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5.  COMMITMENTS, GUARANTEES AND CONTINGENCIES 
 
KPCo is subject to certain claims and legal actions arising in its ordinary course of business.  In addition, KPCo’s 
business activities are subject to extensive governmental regulation related to public health and the environment.  
The ultimate outcome of such pending or potential litigation cannot be predicted.  For current proceedings not 
specifically discussed below, management does not anticipate that the liabilities, if any, arising from such 
proceedings would have a material effect on the financial statements. 
 
COMMITMENTS 

 

Construction and Commitments 
 
KPCo has substantial construction commitments to support its operations and environmental investments.  In 
managing the overall construction program and in the normal course of business, KPCo contractually commits to 
third-party construction vendors for certain material purchases and other construction services.  KPCo also 
purchases fuel, materials, supplies, services and property, plant and equipment under contract as part of its normal 
course of business.  Certain supply contracts contain penalty provisions for early termination. 
 
The following table summarizes KPCo’s actual contractual commitments as of December 31, 2013: 
 
      Less Than 1           After     

  Contractual Commitments   Year   2-3 Years   4-5 Years   5 Years   Total 

      (in thousands) 

  Fuel Purchase Contracts (a)   $  198,192 $  246,401  $  232,240 $  348,360 $  1,025,193 

  Energy and Capacity Purchase Contracts      35,144    70,156     69,993    139,846    315,139 

  Construction Contracts for Capital Assets (b)       1,786      -       -      -      1,786 

  Total   $  235,122 $  316,557  $  302,233 $  488,206 $  1,342,118 

                   

  
(a) Represents contractual commitments to purchase coal and other consumables as fuel for electric generation along with 

related transportation of the fuel. 

  
(b) Represents only capital assets for which there are signed contracts.  Actual payments are dependent upon and may vary 

significantly based upon the decision to build, regulatory approval schedules, timing and escalation of project costs. 

 
GUARANTEES 
 

Liabilities for guarantees are recorded in accordance with the accounting guidance for “Guarantees.”  There is no 
collateral held in relation to any guarantees.  In the event any guarantee is drawn, there is no recourse to third parties 
unless specified below. 
 
Indemnifications and Other Guarantees 
 
Contracts 

 
KPCo enters into certain types of contracts which require indemnifications.  Typically these contracts include, but 
are not limited to, sale agreements, lease agreements, purchase agreements and financing agreements.  Generally, 
these agreements may include, but are not limited to, indemnifications around certain tax, contractual and 
environmental matters.  With respect to sale agreements, exposure generally does not exceed the sale price.  As of 
December 31, 2013, there were no material liabilities recorded for any indemnifications. 
 
KPCo is jointly and severally liable for activity conducted by AEPSC on behalf of the AEP East Companies related 
to power purchase and sale activity pursuant to the SIA. 
 
Lease Obligations 
 
KPCo leases certain equipment under master lease agreements.  See “Master Lease Agreements” section of Note 12 
for disclosure of lease residual value guarantees. 
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CONTINGENCIES 

 

Insurance and Potential Losses 
 
KPCo maintains insurance coverage normal and customary for an electric utility, subject to various deductibles.  
Insurance coverage includes all risks of physical loss or damage to assets, subject to insurance policy conditions and 
exclusions.  Covered property generally includes power plants, substations, facilities and inventories.  Excluded 
property generally includes transmission and distribution lines, poles and towers.  The insurance programs also 
generally provide coverage against loss arising from certain claims made by third parties and are in excess of 
KPCo’s retentions.  Coverage is generally provided by a combination of the protected cell of EIS and/or various 
industry mutual and/or commercial insurance carriers. 
 
Some potential losses or liabilities may not be insurable or the amount of insurance carried may not be sufficient to 
meet potential losses and liabilities.  Future losses or liabilities, if they occur, which are not completely insured, 
unless recovered from customers, could reduce future net income and cash flows and impact financial condition. 
 
Carbon Dioxide Public Nuisance Claims 

 
In October 2009, the Fifth Circuit Court of Appeals reversed a decision by the Federal District Court for the District 
of Mississippi dismissing state common law nuisance claims in a putative class action by Mississippi residents 
asserting that CO2 emissions exacerbated the effects of Hurricane Katrina.  The Fifth Circuit held that there was no 
exclusive commitment of the common law issues raised in plaintiffs’ complaint to a coordinate branch of 
government and that no initial policy determination was required to adjudicate these claims.  The court granted 
petitions for rehearing.  An additional recusal left the Fifth Circuit without a quorum to reconsider the decision and 
the appeal was dismissed, leaving the district court’s decision in place.  Plaintiffs filed a petition with the U.S. 
Supreme Court asking the court to remand the case to the Fifth Circuit and reinstate the panel decision.  The petition 
was denied in January 2011.  Plaintiffs refiled their complaint in federal district court.  The court ordered all 
defendants to respond to the refiled complaints in October 2011.  In March 2012, the court granted the defendants’ 
motion for dismissal on several grounds, including the doctrine of collateral estoppel and the applicable statute of 
limitations.  In May 2013, the U.S. Court of Appeals for the Fifth Circuit affirmed the district court’s dismissal of 
the complaint.  The plaintiffs did not appeal to the U.S. Supreme Court. 
 
Alaskan Villages’ Claims 
 
In 2008, the Native Village of Kivalina and the City of Kivalina, Alaska filed a lawsuit in Federal Court in the 
Northern District of California against AEP, AEPSC and 22 other unrelated defendants including oil and gas 
companies, a coal company and other electric generating companies.  The complaint alleges that the defendants' 
emissions of CO2 contribute to global warming and constitute a public and private nuisance and that the defendants 
are acting together.  The complaint further alleges that some of the defendants, including AEP, conspired to create a 
false scientific debate about global warming in order to deceive the public and perpetuate the alleged nuisance.  The 
plaintiffs also allege that the effects of global warming will require the relocation of the village at an alleged cost of 
$95 million to $400 million.  In October 2009, the judge dismissed plaintiffs’ federal common law claim for 
nuisance, finding the claim barred by the political question doctrine and by plaintiffs’ lack of standing to bring the 
claim.  The judge also dismissed plaintiffs’ state law claims without prejudice to refiling in state court.  In 
September 2012, the Ninth Circuit Court of Appeals affirmed the trial court’s decision, holding that the CAA 
displaced Kivalina’s claims for damages.  Plaintiffs filed seeking further review in the U.S. Supreme Court.  In May 
2013, the U.S. Supreme Court denied the plaintiffs’ request for review. 
 
The Comprehensive Environmental Response Compensation and Liability Act (Superfund) and State 

Remediation 
 
By-products from the generation of electricity include materials such as ash, slag and sludge.  Coal combustion by-
products, which constitute the overwhelming percentage of these materials, are typically treated and deposited in 
captive disposal facilities or are beneficially utilized.  In addition, the generating plants and transmission and 
distribution facilities have used asbestos, polychlorinated biphenyls and other hazardous and nonhazardous 
materials.  KPCo currently incurs costs to dispose of these substances safely. 
  

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 855 of 1829



28 
 

Superfund addresses clean-up of hazardous substances that have been released to the environment.  The Federal 
EPA administers the clean-up programs.  Several states have enacted similar laws.  As of December 31, 2013, there 
is one site for which KPCo has received an information request which could lead to a Potentially Responsible Party 
designation.  In the instance where KPCo has been named a defendant, disposal or recycling activities were in 
accordance with the then-applicable laws and regulations.  Superfund does not recognize compliance as a defense, 
but imposes strict liability on parties who fall within its broad statutory categories.  Liability has been resolved for a 
number of sites with no significant effect on net income. 
 

Management evaluates the potential liability for each site separately, but several general statements can be made 
about potential future liability.  Allegations that materials were disposed at a particular site are often unsubstantiated 
and the quantity of materials deposited at a site can be small and often nonhazardous.  Although Superfund liability 
has been interpreted by the courts as joint and several, typically many parties are named for each site and several of 
the parties are financially sound enterprises.  At present, management’s estimates do not anticipate material cleanup 
costs for identified sites. 
 

6.  IMPAIRMENT 
 

2013 
 

Big Sandy Plant, Unit 2 FGD Project  
 

In the third quarter of 2013, KPCo recorded a pretax write-off of $33 million in Asset Impairments and Other 
Related Charges on the statement of income primarily related to the Big Sandy Plant, Unit 2 FGD project.  See the 
“Plant Transfer” section of Note 3. 
 

7.  BENEFIT PLANS 
 

For a discussion of investment strategy, investment limitations, target asset allocations and the classification of 
investments within the fair value hierarchy, see “Investments Held in Trust for Future Liabilities” and “Fair Value 
Measurements of Assets and Liabilities” sections of Note 1. 
 

KPCo participates in an AEP sponsored qualified pension plan and an unfunded nonqualified pension plan.  
Substantially all of KPCo’s employees are covered by the qualified plan or both the qualified and nonqualified 
pension plans.  KPCo also participates in OPEB plans sponsored by AEP to provide health and life insurance 
benefits for retired employees. 
 

KPCo recognizes its funded status associated with defined benefit pension and OPEB plans in its balance sheets.   
Disclosures about the plans are required by the “Compensation – Retirement Benefits” accounting guidance.  KPCo 
recognizes an asset for a plan’s overfunded status or a liability for a plan’s underfunded status and recognizes, as a 
component of other comprehensive income, the changes in the funded status of the plan that arise during the year 
that are not recognized as a component of net periodic benefit cost.  KPCo records a regulatory asset instead of other 
comprehensive income for qualifying benefit costs of regulated operations that for ratemaking purposes are deferred 
for future recovery.  The cumulative funded status adjustment is equal to the remaining unrecognized deferrals for 
unamortized actuarial losses or gains, prior service costs and transition obligations, such that remaining deferred 
costs result in an AOCI equity reduction or regulatory asset and deferred gains result in an AOCI equity addition or 
regulatory liability. 
 

Actuarial Assumptions for Benefit Obligations 
 

The weighted-average assumptions as of December 31 of each year used in the measurement of KPCo’s benefit 
obligations are shown in the following table: 
 

            Other Postretirement 

      Pension Plans     Benefit Plans 

  Assumptions   2013      2012      2013    2012  

  Discount Rate    4.70 %      3.95 %      4.70 %    3.95 % 

  Rate of Compensation Increase    4.50 % (a)    4.50 % (a)   NA  NA
 

(a) Rates are for base pay only.  In addition, an amount is added to reflect target incentive compensation for exempt 
employees and overtime and incentive pay for nonexempt employees. 

NA Not applicable.  
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A duration-based method is used to determine the discount rate for the plans.  A hypothetical portfolio of high 
quality corporate bonds is constructed with cash flows matching the benefit plan liability.  The composite yield on 
the hypothetical bond portfolio is used as the discount rate for the plan. 
 
For 2013, the rate of compensation increase assumed varies with the age of the employee, ranging from 3.5% per 
year to 11.5% per year, with an average increase of 4.5%. 

 
Actuarial Assumptions for Net Periodic Benefit Costs 
 
The weighted-average assumptions as of January 1 of each year used in the measurement of KPCo’s benefit costs 
are shown in the following table: 
 
            Other Postretirement 

        Pension Plans   Benefit Plans 

      2013    2012    2011    2013    2012    2011  

  Discount Rate    3.95 %    4.55 %    5.05 %    3.95 %    4.75 %    5.25 % 

  Expected Return on Plan Assets    6.50 %    7.25 %    7.75 %    7.00 %    7.25 %    7.50 % 

  Rate of Compensation Increase    4.50 %    4.50 %    4.50 %   NA  NA  NA

                                        

  NA   Not applicable.                                     

 
The expected return on plan assets for 2013 was determined by evaluating historical returns, the current investment 
climate (yield on fixed income securities and other recent investment market indicators), rate of inflation and current 
prospects for economic growth. 
 
The health care trend rate assumptions as of January 1 of each year used for OPEB plans measurement purposes are 
shown below: 
 
  Health Care Trend Rates   2013    2012  

  Initial    6.75 %    7.00 % 
  Ultimate    5.00 %    5.00 % 
  Year Ultimate Reached   2020     2020   

 
Assumed health care cost trend rates have a significant effect on the amounts reported for the OPEB health care 
plans.  A 1% change in assumed health care cost trend rates would have the following effects: 
 
    1% Increase   1% Decrease 

    (in thousands) 
  Effect on Total Service and Interest Cost       
    Components of Net Periodic Postretirement Health           

    Care Benefit Cost $  164   $  (108)
          
  Effect on the Health Care Component of the       
    Accumulated Postretirement Benefit Obligation    2,101      (1,710)
 

Significant Concentrations of Risk within Plan Assets 
 
In addition to establishing the target asset allocation of plan assets, the investment policy also places restrictions on 
securities to limit significant concentrations within plan assets.  The investment policy establishes guidelines that 
govern maximum market exposure, security restrictions, prohibited asset classes, prohibited types of transactions, 
minimum credit quality, average portfolio credit quality, portfolio duration and concentration limits.  The guidelines 
were established to mitigate the risk of loss due to significant concentrations in any investment.  The plans are 
monitored to control security diversification and ensure compliance with the investment policy.  As of December 31, 
2013, the assets were invested in compliance with all investment limits.  See “Investments Held in Trust for Future 
Liabilities” section of Note 1 for limit details. 
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Benefit Plan Obligations, Plan Assets and Funded Status as of December 31, 2013 and 2012 
 

The following tables provide a reconciliation of the changes in the plans’ benefit obligations, fair value of plan 
assets and funded status as of December 31.  The benefit obligation for the defined benefit pension and OPEB plans 
are the projected benefit obligation and the accumulated benefit obligation, respectively. 
 

          Other Postretirement 
      Pension Plans   Benefit Plans 

      2013    2012    2013    2012  

  Change in Benefit Obligation   (in thousands) 

  Benefit Obligation as of January 1,   $  183,994   $  170,910   $  66,513   $  83,480 
  Service Cost      1,763      2,231      750      1,636 
  Interest Cost      7,074      7,762      2,491      3,821 
  Actuarial (Gain) Loss      (13,578)     15,617      (15,950)     437 
  Plan Amendment Prior Service Credit      -      -      -      (19,043)
  Benefit Payments      (9,821)     (12,526)     (4,423)     (5,319)
  Participant Contributions      -      -      1,198      1,194 
  Medicare Subsidy      -      -      227      307 

  Benefit Obligation as of December 31,   $  169,432   $  183,994   $  50,806   $  66,513 

                    
  Change in Fair Value of Plan Assets                 

  Fair Value of Plan Assets as of January 1,   $  165,534   $  151,450   $  60,402   $  55,418 
  Actual Gain on Plan Assets      13,865      21,063      5,748      5,752 
  Company Contributions      -      5,547      -      3,357 
  Participant Contributions      -      -      1,198      1,194 
  Benefit Payments      (9,821)     (12,526)     (4,423)     (5,319)

  Fair Value of Plan Assets as of December 31,   $  169,578   $  165,534   $  62,925   $  60,402 

                    

  
Funded (Underfunded) Status as of December 

31,   $  146   $  (18,460)  $  12,119   $  (6,111)
 

Amounts Recognized on the Balance Sheets as of December 31, 2013 and 2012 
                              
            Other Postretirement 
        Pension Plans   Benefit Plans 

        December 31, 
      2013    2012    2013    2012  

        (in thousands) 

  Employee Benefits and Pension Assets -                  
    Prepaid Benefit Costs   $  146   $  -   $  11,300   $  - 
  Employee Benefits and Pension Obligations -                 
    Accrued Long-term Benefit Liability      -      (18,460)     819      (6,111)

  Funded (Underfunded) Status   $  146   $  (18,460)  $  12,119   $  (6,111)
 

Amounts Included in AOCI and Regulatory Assets as of December 31, 2013 and 2012 
    
          Other Postretirement 
    Pension Plans   Benefit Plans 

      December 31, 
      2013    2012    2013    2012  

Components   (in thousands) 

Net Actuarial Loss   $  51,587 $  75,591   $  12,769 $  32,797 
Prior Service Cost (Credit)      203    259      (24,069)    (26,468)
            

Recorded as         

Regulatory Assets   $  42,089 $  47,519   $  (9,631) $  4,529 
Deferred Income Taxes       3,395    9,916      (584)    630 
Net of Tax AOCI      6,306    18,415      (1,085)    1,170 
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Components of the change in amounts included in AOCI and Regulatory Assets during the years ended December 
31, 2013 and 2012 are as follows: 
 
          Other Postretirement 
      Pension Plans   Benefit Plans 

      Years Ended December 31, 
      2013    2012    2013    2012  

  Components   (in thousands) 

  Actuarial (Gain) Loss During the Year   $  (17,611)  $  5,845   $  (17,745)  $  (1,467)
  Prior Service Credit      -      -      -      (19,043)
  Amortization of Actuarial Loss      (6,393)     (5,225)     (2,283)     (2,117)
  Amortization of Prior Service Credit (Cost)      (56)     (120)     2,399      676 

  Change for the Year   $  (24,060)  $  500   $  (17,629)  $  (21,951)

 
Pension and Other Postretirement Plans’ Assets 
 
The following table presents the classification of pension plan assets within the fair value hierarchy as of December 
31, 2013: 
 
                                          Year End 

  Asset Class   Level 1   Level 2   Level 3   Other   Total   Allocation 

      (in thousands) 

  Equities:           

    Domestic   $  39,294 $  - $  - $  - $  39,294    23.2 % 

    International      18,522    -    -    -    18,522    10.9 % 

    Real Estate Investment Trusts      2,084    -    -    -    2,084    1.2 % 

    Common Collective Trust -                   

      International      -    352    -    -    352    0.2 % 

  Subtotal - Equities      59,900    352    -    -    60,252    35.5 % 

                      

  Fixed Income:                   

    Common Collective Trust - Debt      -    933    -    -    933    0.5 % 

    United States Government and                   

      Agency Securities      -    13,922    -    -    13,922    8.2 % 

    Corporate Debt      -    57,592    -    -    57,592    34.0 % 

    Foreign Debt      -    12,372    -    -    12,372    7.3 % 

    State and Local Government      -    1,007    -    -    1,007    0.6 % 

    Other - Asset Backed      -    1,198    -    -    1,198    0.7 % 

  Subtotal - Fixed Income      -    87,024    -    -    87,024    51.3 % 

                      

  Real Estate      -    -    8,575    -    8,575    5.0 % 

                      

  Alternative Investments      -    -    11,865    -    11,865    7.0 % 

  Securities Lending      -    1,266    -    -    1,266    0.8 % 

  Securities Lending Collateral (a)      -    -    -    (1,627)  (1,627)   (0.9)% 

                  

  Cash and Cash Equivalents      -    1,749    -    -  1,749    1.0 % 

  Other - Pending Transactions and               

    Accrued Income (b)      -      -    -    474    474    0.3 % 

                      
  Total   $  59,900 $  90,391 $  20,440 $  (1,153) $  169,578    100.0 % 

                            
  (a) Amounts in "Other" column primarily represent an obligation to repay cash collateral received as part of the Securities 

Lending Program. 

  (b) Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions pending 
settlement. 
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The following table sets forth a reconciliation of changes in the fair value of assets classified as Level 3 in the fair 
value hierarchy for the pension assets: 
 
        Real   Alternative   Total 

        Estate   Investments   Level 3 

        (in thousands) 

  Balance as of January 1, 2013   $  7,740   $  6,894   $  14,634 

  Actual Return on Plan Assets             

    Relating to Assets Still Held as of the Reporting Date      1,197      532      1,729 

    Relating to Assets Sold During the Period      -      537      537 

  Purchases and Sales      (362)     3,902      3,540 

  Transfers into Level 3      -      -      - 

  Transfers out of Level 3      -      -      - 

  Balance as of December 31, 2013   $  8,575   $  11,865   $  20,440 

 
The following table presents the classification of OPEB plan assets within the fair value hierarchy as of December 
31, 2013: 
 
                                          Year End 

  Asset Class   Level 1   Level 2   Level 3   Other   Total   Allocation 

      (in thousands) 

  Equities:           

    Domestic   $  17,535 $  - $  - $  - $  17,535    27.9 % 

    International      22,796    -    -    -    22,796    36.2 % 

    Common Collective Trust -                   

      Global      -    544    -    -    544    0.9 % 

  Subtotal - Equities      40,331    544    -    -    40,875    65.0 % 

                      

  Fixed Income:                   

    Common Collective Trust - Debt      -    3,255    -    -    3,255    5.2 % 

    United States Government and                   

      Agency Securities      -    2,093    -    -    2,093    3.3 % 

    Corporate Debt      -    4,078    -    -    4,078    6.5 % 

    Foreign Debt      -    796    -    -    796    1.2 % 

    State and Local Government      -    171    -    -    171    0.3 % 

    Other - Asset Backed      -    301    -    -    301    0.5 % 

  Subtotal - Fixed Income      -    10,694    -    -    10,694    17.0 % 

                      

  Trust Owned Life Insurance:                   

    International Equities      -    490    -    -    490    0.8 % 

    United States Bonds      -    7,836    -    -  7,836    12.4 % 

                  

  Cash and Cash Equivalents      2,527    325    -    -  2,852    4.5 % 

  Other - Pending Transactions and               

    Accrued Income (a)      -      -    -    178    178    0.3 % 

                      
  Total   $  42,858 $  19,889 $  - $  178 $  62,925    100.0 % 

                          

  

(a) Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions pending 
settlement. 
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The following table presents the classification of pension plan assets within the fair value hierarchy as of December 
31, 2012: 
 
                                          Year End 

  Asset Class   Level 1   Level 2   Level 3   Other   Total   Allocation 

      (in thousands) 

  Equities:           

    Domestic   $  46,114 $  - $  - $  - $  46,114    27.9 % 

    International      17,512    -    -    -    17,512    10.5 % 

    Real Estate Investment Trusts      3,192    -    -    -    3,192    1.9 % 

    Common Collective Trust -                   

      International      -    153    -    -    153    0.1 % 

  Subtotal - Equities      66,818    153    -    -    66,971    40.4 % 

                      

  Fixed Income:                   

    Common Collective Trust - Debt      -    1,118    -    -    1,118    0.7 % 

    United States Government and                   

      Agency Securities      -    25,215    -    -    25,215    15.2 % 

    Corporate Debt      -    43,539    -    -    43,539    26.3 % 

    Foreign Debt      -    7,002    -    -    7,002    4.2 % 

    State and Local Government      -    1,550    -    -    1,550    0.9 % 

    Other - Asset Backed      -    1,255    -    -    1,255    0.8 % 

  Subtotal - Fixed Income      -    79,679    -    -    79,679    48.1 % 

                      

  Real Estate      -    -    7,740    -    7,740    4.7 % 

                      

  Alternative Investments      -    -    6,894    -    6,894    4.2 % 

  Securities Lending      -    2,832    -    -    2,832    1.7 % 

  Securities Lending Collateral (a)      -    -    -    (3,203)  (3,203)   (1.9)% 

                  

  Cash and Cash Equivalents      -    4,433    -    -  4,433    2.7 % 

  Other - Pending Transactions and               

    Accrued Income (b)      -      -    -    188    188    0.1 % 

                      
  Total   $  66,818 $  87,097 $  14,634 $  (3,015) $  165,534    100.0 % 

                            

  

(a) Amounts in "Other" column primarily represent an obligation to repay cash collateral received as part of the Securities 
Lending Program. 

  

(b) Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions pending 
settlement. 

 
The following table sets forth a reconciliation of changes in the fair value of assets classified as Level 3 in the fair 
value hierarchy for the pension assets: 
 
        Corporate   Real   Alternative   Total 

        Debt   Estate   Investments   Level 3 

        (in thousands) 

  Balance as of January 1, 2012   $  224   $  5,757   $  5,652   $  11,633 

  Actual Return on Plan Assets                 

    Relating to Assets Still Held as of the Reporting Date      -      1,049      355      1,404 

    Relating to Assets Sold During the Period      (79)     -      172      93 

  Purchases and Sales      (145)     934      715      1,504 

  Transfers into Level 3      -      -      -      - 

  Transfers out of Level 3      -      -      -      - 

  Balance as of December 31, 2012   $  -   $  7,740   $  6,894   $  14,634 
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The following table presents the classification of OPEB plan assets within the fair value hierarchy as of December 
31, 2012: 
 
                                          Year End 

  Asset Class   Level 1   Level 2   Level 3   Other   Total   Allocation 

      (in thousands) 

  Equities:           

    Domestic   $  16,255 $  - $  - $  - $  16,255    26.9 % 

    International      19,436    -    -    -    19,436    32.2 % 

  Subtotal - Equities      35,691    -    -    -    35,691    59.1 % 

                      

  Fixed Income:                   

    Common Collective Trust - Debt      -    2,795    -    -    2,795    4.6 % 

    United States Government and                   

      Agency Securities      -    3,166    -    -    3,166    5.2 % 

    Corporate Debt      -    5,964    -    -    5,964    9.9 % 

    Foreign Debt      -    1,008    -    -    1,008    1.7 % 

    State and Local Government      -    280    -    -    280    0.5 % 

    Other - Asset Backed      -    379    -    -    379    0.6 % 

  Subtotal - Fixed Income      -    13,592    -    -    13,592    22.5 % 

                      

  Trust Owned Life Insurance:                   

    International Equities      -    1,985    -    -    1,985    3.3 % 

    United States Bonds      -    6,263    -    -  6,263    10.3 % 

                  

  Cash and Cash Equivalents      2,391    439    -    -  2,830    4.7 % 

  Other - Pending Transactions and               

    Accrued Income (a)      -      -    -    41    41    0.1 % 

                      
  Total   $  38,082 $  22,279 $  - $  41 $  60,402    100.0 % 

                          
  (a) Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions pending 

settlement. 
 

Determination of Pension Expense 
 
The determination of pension expense or income is based on a market-related valuation of assets which reduces 
year-to-year volatility.  This market-related valuation recognizes investment gains or losses over a five-year period 
from the year in which they occur.  Investment gains or losses for this purpose are the difference between the 
expected return calculated using the market-related value of assets and the actual return. 
 
The accumulated benefit obligation for the pension plan is as follows: 
 
      December 31, 

  Accumulated Benefit Obligation   2013    2012  

      (in thousands) 

  Qualified Pension Plan   $  166,951   $  180,892 

  Total   $  166,951   $  180,892 
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For the underfunded pension plans that had an accumulated benefit obligation in excess of plan assets, the projected 
benefit obligation, accumulated benefit obligation and fair value of plan assets of these plans as of December 31, 
2012 were as follows: 
 
      Underfunded 

      Pension Plans 

      2012  

      (in thousands) 

  Projected Benefit Obligation   $  183,994 

        
  Accumulated Benefit Obligation   $  180,892 

  Fair Value of Plan Assets      165,534 

  Underfunded Accumulated Benefit Obligation   $  (15,358)

 
Estimated Future Benefit Payments and Contributions 
 
KPCo expects contributions and payments for the pension plans of $2.7 million during 2014.  The estimated 
contributions to the pension trust are at least the minimum amount required by the Employee Retirement Income 
Security Act and additional discretionary contributions may also be made to maintain the funded status of the plan.   
 
The table below reflects the total benefits expected to be paid from the plan or from KPCo’s assets.  The payments 
include the participants’ contributions to the plan for their share of the cost.  In November 2012, changes to the 
retiree medical coverage were announced.  Effective for retirements after December 2012, contributions to retiree 
medical coverage were capped reducing exposure to future medical cost inflation.  Effective for employees hired 
after December 2013, retiree medical coverage will not be provided.  The impact of the changes is reflected in the 
Benefit Plan Obligation table as plan amendments.  Future benefit payments are dependent on the number of 
employees retiring, whether the retiring employees elect to receive pension benefits as annuities or as lump sum 
distributions, future integration of the benefit plans with changes to Medicare and other legislation, future levels of 
interest rates and variances in actuarial results.  The estimated payments for pension benefits and OPEB are as 
follows: 
 
      Estimated Payments 

            Other 

            Postretirement 

      Pension Plans   Benefit Plans 

      (in thousands) 

  2014    $  10,760   $  4,508 
  2015       11,334      4,820 
  2016       11,489      5,126 
  2017       11,946      5,385 
  2018       12,674      5,538 
  Years 2019 to 2023, in Total      64,896      30,389 
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Components of Net Periodic Benefit Cost 
 

The following table provides the components of net periodic benefit cost (credit) for the years ended December 31, 
2013, 2012 and 2011: 
 
            Other Postretirement 

      Pension Plans   Benefit Plans 

        Years Ended December 31, 

        2013    2012    2011    2013    2012    2011  

        (in thousands) 

  Service Cost   $  1,763   $  2,231   $  2,188   $  750   $  1,636   $  1,513 

  Interest Cost      7,074      7,762      8,105      2,491      3,821      4,082 

  Expected Return on Plan Assets      (9,832)     (11,290)     (10,847)     (3,999)     (3,931)     (4,255)

  Amortization of Prior Service Cost (Credit)      56      120      194      (2,399)     (676)     (46)

  Amortization of Net Actuarial Loss      6,393      5,225      4,155      2,283      2,117      1,055 

  Net Periodic Benefit Cost (Credit)      5,454      4,048      3,795      (874)     2,967      2,349 

  Capitalized Portion      (2,372)     (1,388)     (1,139)     380      (1,018)     (705)

  Net Periodic Benefit Cost (Credit)                          

    Recognized in Expense   $  3,082   $  2,660   $  2,656   $  (494)  $  1,949   $  1,644 

 
Estimated amounts expected to be amortized to net periodic benefit costs (credits) and the impact on the balance 
sheet during 2014 are shown in the following table: 
 
          Other 

            Postretirement 

        Pension Plans   Benefit Plans 

  Components   (in thousands) 

  Net Actuarial Loss   $  4,335   $  734 

  Prior Service Cost (Credit)      55      (2,443)

  Total Estimated 2014 Amortization   $  4,390   $  (1,709)

              
  Expected to be Recorded as         

  Regulatory Asset   $  3,731   $  (1,595)

  Deferred Income Taxes       231      (40)

  Net of Tax AOCI      428      (74)

  Total   $  4,390   $  (1,709)

 
American Electric Power System Retirement Savings Plan 

 
KPCo participates in an AEP sponsored defined contribution retirement savings plan, the American Electric Power 
System Retirement Savings Plan, for substantially all employees.  This qualified plan offers participants an 
opportunity to contribute a portion of their pay, includes features under Section 401(k) of the Internal Revenue Code 
and provides for matching contributions.  The matching contributions to the plan are 100% of the first 1% of eligible 
employee contributions and 70% of the next 5% of contributions.  The cost for matching contributions totaled $2.3 
million in 2013, $2.3 million in 2012 and $2.2 million in 2011. 
 
8.  BUSINESS SEGMENTS 

 
KPCo has one reportable segment, an integrated electricity generation, transmission and distribution business.  
KPCo’s other activities are insignificant. 
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9.  DERIVATIVES AND HEDGING 

 

OBJECTIVES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS 
 
KPCo is exposed to certain market risks as a major power producer and marketer of wholesale electricity, natural 
gas, coal and emission allowances.  These risks include commodity price risk, interest rate risk, credit risk and, to a 
lesser extent, foreign currency exchange risk.  These risks represent the risk of loss that may impact KPCo due to 
changes in the underlying market prices or rates.  AEPSC, on behalf of KPCo, manages these risks using derivative 
instruments. 
 
STRATEGIES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS TO ACHIEVE OBJECTIVES 

 

Risk Management Strategies 
 
The strategy surrounding the use of derivative instruments primarily focuses on managing risk exposures, future 
cash flows and creating value utilizing both economic and formal hedging strategies.  The risk management 
strategies also include the use of derivative instruments for trading purposes, focusing on seizing market 
opportunities to create value driven by expected changes in the market prices of the commodities in which AEPSC 
transacts on behalf of KPCo.  To accomplish these objectives, AEPSC, on behalf of KPCo, primarily employs risk 
management contracts including physical and financial forward purchase-and-sale contracts and, to a lesser extent, 
OTC swaps and options.  Not all risk management contracts meet the definition of a derivative under the accounting 
guidance for “Derivatives and Hedging.”  Derivative risk management contracts elected normal under the normal 
purchases and normal sales scope exception are not subject to the requirements of this accounting guidance. 
 
AEPSC, on behalf of KPCo, enters into power, coal, natural gas, interest rate and, to a lesser extent, heating oil, 
gasoline and other commodity contracts to manage the risk associated with the energy business.  AEPSC, on behalf 
of KPCo, enters into interest rate derivative contracts in order to manage the interest rate exposure associated with 
KPCo’s commodity portfolio.  For disclosure purposes, such risks are grouped as “Commodity,” as these risks are 
related to energy risk management activities.  AEPSC, on behalf of KPCo, also engages in risk management of 
interest rate risk associated with debt financing and foreign currency risk associated with future purchase obligations 
denominated in foreign currencies.  The amount of risk taken is determined by the Commercial Operations and 
Finance groups in accordance with the established risk management policies as approved by the Finance Committee 
of AEP’s Board of Directors. 
 
The following table represents the gross notional volume of KPCo’s outstanding derivative contracts as of 
December 31, 2013 and 2012: 
 
  Notional Volume of Derivative Instruments 
                      

        Volume     

          December 31,   Unit of 

  Primary Risk Exposure     2013      2012    Measure 

        (in thousands)   

  Commodity:               
    Power      10,071      18,838   MWhs 
    Coal      2      247   Tons 
    Natural Gas      509      2,018   MMBtus 
    Heating Oil and Gasoline      261      269   Gallons 
    Interest Rate   $  2,615   $  4,836   USD 
 
Fair Value Hedging Strategies 

 
AEPSC, on behalf of KPCo, enters into interest rate derivative transactions as part of an overall strategy to manage 
the mix of fixed-rate and floating-rate debt.  Certain interest rate derivative transactions effectively modify KPCo’s 
exposure to interest rate risk by converting a portion of KPCo’s fixed-rate debt to a floating rate.  Provided specific 
criteria are met, these interest rate derivatives are designated as fair value hedges. 
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Cash Flow Hedging Strategies 

 
AEPSC, on behalf of KPCo, enters into and designates as cash flow hedges certain derivative transactions for the 
purchase and sale of power, coal, natural gas and heating oil and gasoline (“Commodity”) in order to manage the 
variable price risk related to the forecasted purchase and sale of these commodities.  Management monitors the 
potential impacts of commodity price changes and, where appropriate, enters into derivative transactions to protect 
profit margins for a portion of future electricity sales and fuel or energy purchases.  KPCo does not hedge all 
commodity price risk.   
 
KPCo’s vehicle fleet is exposed to gasoline and diesel fuel price volatility.  AEPSC, on behalf of KPCo, enters into 
financial heating oil and gasoline derivative contracts in order to mitigate price risk of future fuel purchases.  For 
disclosure purposes, these contracts are included with other hedging activities as “Commodity.”  KPCo does not 
hedge all fuel price risk. 
 
AEPSC, on behalf of KPCo, enters into a variety of interest rate derivative transactions in order to manage interest 
rate risk exposure.  Some interest rate derivative transactions effectively modify exposure to interest rate risk by 
converting a portion of floating-rate debt to a fixed rate.  AEPSC, on behalf of KPCo, also enters into interest rate 
derivative contracts to manage interest rate exposure related to future borrowings of fixed-rate debt.  The forecasted 
fixed-rate debt offerings have a high probability of occurrence as the proceeds will be used to fund existing debt 
maturities and projected capital expenditures.  KPCo does not hedge all interest rate exposure. 
 
At times, KPCo is exposed to foreign currency exchange rate risks primarily when KPCo purchases certain fixed 
assets from foreign suppliers.  In accordance with AEP’s risk management policy, AEPSC, on behalf of KPCo, may 
enter into foreign currency derivative transactions to protect against the risk of increased cash outflows resulting 
from a foreign currency’s appreciation against the dollar.  KPCo does not hedge all foreign currency exposure. 
 
ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND THE IMPACT ON KPCo’s FINANCIAL 

STATEMENTS 
 
The accounting guidance for “Derivatives and Hedging” requires recognition of all qualifying derivative instruments 
as either assets or liabilities on the balance sheets at fair value.  The fair values of derivative instruments accounted 
for using MTM accounting or hedge accounting are based on exchange prices and broker quotes.  If a quoted market 
price is not available, the estimate of fair value is based on the best information available including valuation models 
that estimate future energy prices based on existing market and broker quotes, supply and demand market data and 
assumptions.  In order to determine the relevant fair values of the derivative instruments, KPCo applies valuation 
adjustments for discounting, liquidity and credit quality. 
 
Credit risk is the risk that a counterparty will fail to perform on the contract or fail to pay amounts due.  Liquidity 
risk represents the risk that imperfections in the market will cause the price to vary from estimated fair value based 
upon prevailing market supply and demand conditions.  Since energy markets are imperfect and volatile, there are 
inherent risks related to the underlying assumptions in models used to fair value risk management contracts.  
Unforeseen events may cause reasonable price curves to differ from actual price curves throughout a contract’s term 
and at the time a contract settles.  Consequently, there could be significant adverse or favorable effects on future net 
income and cash flows if market prices are not consistent with management’s estimates of current market consensus 
for forward prices in the current period.  This is particularly true for longer term contracts.  Cash flows may vary 
based on market conditions, margin requirements and the timing of settlement of KPCo’s risk management 
contracts. 
 
According to the accounting guidance for “Derivatives and Hedging,” KPCo reflects the fair values of derivative 
instruments subject to netting agreements with the same counterparty net of related cash collateral.  For certain risk 
management contracts, KPCo is required to post or receive cash collateral based on third party contractual 
agreements and risk profiles.  For the December 31, 2013 and 2012 balance sheets, KPCo netted $0 and $253 
thousand, respectively, of cash collateral received from third parties against short-term and long-term risk 
management assets and $1 million and $2.2 million, respectively, of cash collateral paid to third parties against 
short-term and long-term risk management liabilities. 
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The following tables represent the gross fair value impact of KPCo’s derivative activity on the balance sheets as of 
December 31, 2013 and 2012: 
 

Fair Value of Derivative Instruments 
December 31, 2013 

                                    
                        Gross Amounts   Gross  Net Amounts of 

                    of Risk    Amounts   Assets/Liabilities 

      Risk Management               Management   Offset in the    Presented in the  

      Contracts   Hedging Contracts   Assets/  Statement of   Statement of  

                Interest   Liabilities  Financial    Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)  Rate (a)  Recognized  Position (b)   Position (c)  

      (in thousands) 

Current Risk Management Assets   $  9,520   $  85   $  -   $  9,605   $  (5,249)  $  4,356 

Long-term Risk Management Assets      4,306      -      -      4,306      (822)     3,484 

Total Assets      13,826      85      -      13,911      (6,071)     7,840 

                              

Current Risk Management Liabilities      7,583      65      -      7,648      (5,820)     1,828 

Long-term Risk Management Liabilities       2,970      -      -      2,970      (865)     2,105 

Total Liabilities      10,553      65      -      10,618      (6,685)     3,933 

                              

Total MTM Derivative Contract Net                               

  Assets (Liabilities)   $  3,273   $  20   $  -   $  3,293   $  614   $  3,907 

                                  

Fair Value of Derivative Instruments 

December 31, 2012 

                                

                    Gross Amounts  Gross  Net Amounts of 

                        of Risk    Amounts   Assets/Liabilities 

      Risk Management           Management   Offset in the    Presented in the  

      Contracts   Hedging Contracts   Assets/   Statement of   Statement of  

                Interest   Liabilities   Financial    Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)  Rate (a)  Recognized   Position (b)  Position (c)  

      (in thousands) 

Current Risk Management Assets   $  25,448   $  72   $  -   $  25,520   $  (19,345)  $  6,175 

Long-term Risk Management Assets      12,117      43      -      12,160      (5,278)     6,882 

Total Assets      37,565      115      -      37,680      (24,623)     13,057 

                              

Current Risk Management Liabilities      23,806      239      -      24,045      (20,725)     3,320 

Long-term Risk Management Liabilities       9,469      85      -      9,554      (5,854)     3,700 

Total Liabilities      33,275      324      -      33,599      (26,579)     7,020 

                              

Total MTM Derivative Contract Net                               

   Assets (Liabilities)   $  4,290   $  (209)  $  -   $  4,081   $  1,956   $  6,037 

 
(a) Derivative instruments within these categories are reported gross.  These instruments are subject to master netting agreements and are presented on the 

balance sheets on a net basis in accordance with the accounting guidance for "Derivatives and Hedging." 
(b) Amounts include counterparty netting of risk management and hedging contracts and associated cash collateral in accordance with the accounting 

guidance for "Derivatives and Hedging."  
(c) There are no derivative contracts subject to a master netting arrangement or similar agreement which are not offset in the statement of financial 

position. 
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The table below presents KPCo’s activity of derivative risk management contracts for the years ended December 31, 
2013, 2012 and 2011: 
 
  Amount of Gain (Loss) Recognized on    

  Risk Management Contracts   

      

      Years Ended December 31,   

  Location of Gain (Loss)   2013  2012    2011    

      (in thousands)   

  Electric Generation, Transmission and Distribution Revenues   $  1,483 $  (1,597) $  2,248 

  Sales to AEP Affiliates      -  -  31 

  Fuel and Other Consumables Used for Electric Generation      -  -  (3)

  Regulatory Assets (a)      -  -  93 

  Regulatory Liabilities (a)      (1,029)  1,047  (1,158)

  Total Gain (Loss) on Risk Management Contracts   $  454 $  (550) $  1,211 

 
(a)  Represents realized and unrealized gains and losses subject to regulatory accounting treatment recorded as 

either current or noncurrent on the balance sheets. 

 
Certain qualifying derivative instruments have been designated as normal purchase or normal sale contracts, as 
provided in the accounting guidance for “Derivatives and Hedging.”  Derivative contracts that have been designated 
as normal purchases or normal sales under that accounting guidance are not subject to MTM accounting treatment 
and are recognized on the statements of income on an accrual basis. 
 
KPCo’s accounting for the changes in the fair value of a derivative instrument depends on whether it qualifies for 
and has been designated as part of a hedging relationship and further, on the type of hedging relationship.  
Depending on the exposure, management designates a hedging instrument as a fair value hedge or a cash flow 
hedge. 
 
For contracts that have not been designated as part of a hedging relationship, the accounting for changes in fair value 
depends on whether the derivative instrument is held for trading purposes.  Unrealized and realized gains and losses 
on derivative instruments held for trading purposes are included in revenues on a net basis on KPCo’s  statements of 
income.  Unrealized and realized gains and losses on derivative instruments not held for trading purposes are 
included in revenues or expenses on KPCo’s statements of income depending on the relevant facts and 
circumstances.  However, unrealized and some realized gains and losses for both trading and non-trading derivative 
instruments are recorded as regulatory assets (for losses) or regulatory liabilities (for gains), in accordance with the 
accounting guidance for “Regulated Operations.” 
 
Accounting for Fair Value Hedging Strategies 
 
For fair value hedges (i.e. hedging the exposure to changes in the fair value of an asset, liability or an identified 
portion thereof attributable to a particular risk), the gain or loss on the derivative instrument as well as the offsetting 
gain or loss on the hedged item associated with the hedged risk affects Net Income during the period of change. 
 
KPCo records realized and unrealized gains or losses on interest rate swaps that qualify for fair value hedge 
accounting treatment and any offsetting changes in the fair value of the debt being hedged in Interest Expense on 
KPCo’s statements of income.  During 2013, 2012 and 2011, KPCo did not designate any fair value hedging 
strategies. 
 
Accounting for Cash Flow Hedging Strategies 
 
For cash flow hedges (i.e. hedging the exposure to variability in expected future cash flows that is attributable to a 
particular risk), KPCo initially reports the effective portion of the gain or loss on the derivative instrument as a 
component of Accumulated Other Comprehensive Income (Loss) on the balance sheets until the period the hedged 
item affects Net Income.  KPCo recognizes any hedge ineffectiveness as a regulatory asset (for losses) or a 
regulatory liability (for gains). 
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Realized gains and losses on derivative contracts for the purchase and sale of power, coal and natural gas designated 
as cash flow hedges are included in Revenues, Fuel and Other Consumables Used for Electric Generation or 
Purchased Electricity for Resale on KPCo’s statements of income, or in Regulatory Assets or Regulatory Liabilities 
on KPCo’s balance sheets, depending on the specific nature of the risk being hedged.  During 2013, 2012 and 2011, 
KPCo designated power, coal and natural gas derivatives as cash flow hedges. 
 
KPCo reclassifies gains and losses on heating oil and gasoline derivative contracts designated as cash flow hedges 
from Accumulated Other Comprehensive Income (Loss) on its balance sheets into Other Operation expense, 
Maintenance expense or Depreciation and Amortization expense, as it relates to capital projects, on  the statements 
of income.  During 2013, 2012 and 2011, KPCo designated heating oil and gasoline derivatives as cash flow hedges. 
 
KPCo reclassifies gains and losses on interest rate derivative hedges related to debt financings from Accumulated 
Other Comprehensive Income (Loss) on its balance sheets into Interest Expense on its statements of income in those 
periods in which hedged interest payments occur.  During 2013, 2012 and 2011, KPCo did not designate any interest 
rate derivatives as cash flow hedges. 
 
The accumulated gains or losses related to foreign currency hedges are reclassified from Accumulated Other 
Comprehensive Income (Loss) on KPCo’s balance sheets into Depreciation and Amortization expense on the 
statements of income over the depreciable lives of the fixed assets designated as the hedged items in qualifying 
foreign currency hedging relationships.  During 2013, 2012 and 2011, KPCo did not designate any foreign currency 
derivatives as cash flow hedges. 
 
During 2013, 2012 and 2011, hedge ineffectiveness was immaterial or nonexistent for all cash flow hedge strategies 
disclosed above. 
 
For details on designated, effective cash flow hedges included in Accumulated Other Comprehensive Income (Loss) 
on KPCo’s balance sheets and the reasons for changes in cash flow hedges, see Note 2. 
 

Cash flow hedges included in Accumulated Other Comprehensive Income (Loss) on KPCo’s balance sheets as of 
December 31, 2013 and 2012 were: 
 
  Impact of Cash Flow Hedges on the Balance Sheet 
  December 31, 2013 
                        
          Commodity   Interest Rate   Total 

          (in thousands) 

  Hedging Assets (a)   $  79 $  - $  79 
  Hedging Liabilities (a)      59    -    59 
  AOCI Loss Net of Tax      23      (222)     (199)
  Portion Expected to be Reclassified to Net             
    Income During the Next Twelve Months      23      (60)    (37)
                          

  Impact of Cash Flow Hedges on the Balance Sheet 
  December 31, 2012 
                        
          Commodity   Interest Rate   Total 

          (in thousands) 

  Hedging Assets (a)   $  63 $  - $  63 
  Hedging Liabilities (a)      272    -    272 
  AOCI Loss Net of Tax      (127)     (282)     (409)
  Portion Expected to be Reclassified to Net             
    Income During the Next Twelve Months      (100)     (60)    (160)
 

(a) Hedging Assets and Hedging Liabilities are included in Risk Management Assets and Liabilities on 
KPCo’s balance sheets. 
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The actual amounts that KPCo reclassifies from Accumulated Other Comprehensive Income (Loss) to Net Income 
can differ from the estimate above due to market price changes.  As of December 31, 2013, the maximum length of 
time that KPCo is hedging (with contracts subject to the accounting guidance for “Derivatives and Hedging”) its 
exposure to variability in future cash flows related to forecasted transactions was 12 months. 
 

Credit Risk 
 

AEPSC, on behalf of KPCo, limits credit risk in KPCo’s wholesale marketing and trading activities by assessing the 
creditworthiness of potential counterparties before entering into transactions with them and continuing to evaluate 
their creditworthiness on an ongoing basis.  AEPSC, on behalf of KPCo, uses Moody’s, Standard and Poor’s and 
current market-based qualitative and quantitative data as well as financial statements to assess the financial health of 
counterparties on an ongoing basis.   
 

When AEPSC, on behalf of KPCo, uses standardized master agreements, these agreements may include collateral 
requirements.  These master agreements facilitate the netting of cash flows associated with a single counterparty.  
Cash, letters of credit and parental/affiliate guarantees may be obtained as security from counterparties in order to 
mitigate credit risk.  The collateral agreements require a counterparty to post cash or letters of credit in the event an 
exposure exceeds the established threshold.  The threshold represents an unsecured credit limit which may be 
supported by a parental/affiliate guaranty, as determined in accordance with AEP’s credit policy.  In addition, 
collateral agreements allow for termination and liquidation of all positions in the event of a failure or inability to 
post collateral. 
 

Collateral Triggering Events 
 

Under the tariffs of the RTOs and Independent System Operators (ISOs) and a limited number of derivative and 
non-derivative contracts primarily related to competitive retail auction loads, KPCo is obligated to post an additional 
amount of collateral if certain credit ratings decline below investment grade.  The amount of collateral required 
fluctuates based on market prices and total exposure.  On an ongoing basis, AEP’s risk management organization 
assesses the appropriateness of these collateral triggering items in contracts.  KPCo has not experienced a 
downgrade below investment grade.  The following table represents: (a) KPCo’s fair value of such derivative 
contracts, (b) the amount of collateral KPCo would have been required to post for all derivative and non-derivative 
contracts if the credit ratings had declined below investment grade and (c) how much was attributable to RTO and 
ISO activities as of December 31, 2013 and 2012: 
 

      December 31, 
      2013  2012  

      (in thousands) 
  Liabilities for Derivative Contracts with Credit Downgrade Triggers   $  118 $  432 
  Amount of Collateral KPCo Would Have Been Required to Post      565  741 
  Amount Attributable to RTO and ISO Activities      522  703 
 

In addition, a majority of KPCo’s non-exchange traded commodity contracts contain cross-default provisions that, if 
triggered, would permit the counterparty to declare a default and require settlement of the outstanding payable.  
These cross-default provisions could be triggered if there was a non-performance event by Parent or the obligor 
under outstanding debt or a third party obligation in excess of $50 million.  On an ongoing basis, AEP’s risk 
management organization assesses the appropriateness of these cross-default provisions in the contracts.  The 
following table represents: (a) the fair value of these derivative liabilities subject to cross-default provisions prior to 
consideration of contractual netting arrangements, (b) the amount this exposure has been reduced by cash collateral 
posted by KPCo and (c) if a cross-default provision would have been triggered, the settlement amount that would be 
required after considering KPCo’s contractual netting arrangements as of December 31, 2013 and 2012: 
 

      December 31, 
      2013  2012  

      (in thousands) 
  Liabilities for Contracts with Cross Default Provisions Prior to Contractual             
     Netting Arrangements   $  4,039 $  9,907 
  Amount of Cash Collateral Posted      -  365 
  Additional Settlement Liability if Cross Default Provision is Triggered      3,817  6,041 
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10.  FAIR VALUE MEASUREMENTS 

 

Fair Value Measurements of Long-term Debt 
 
The fair values of Long-term Debt are based on quoted market prices, without credit enhancements, for the same or 
similar issues and the current interest rates offered for instruments with similar maturities classified as Level 2 
measurement inputs.  These instruments are not marked-to-market.  The estimates presented are not necessarily 
indicative of the amounts that could be realized in a current market exchange. 
 
The book values and fair values of KPCo’s Long-term Debt as of December 31, 2013 and 2012 are summarized in 
the following table: 
 
      December 31, 

      2013    2012  

      Book Value   Fair Value   Book Value   Fair Value 

      (in thousands) 
  Long-term Debt   $  749,389   $  841,594   $  799,195   $  967,366 
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Fair Value Measurements of Financial Assets and Liabilities 
 

For a discussion of fair value accounting and the classification of assets and liabilities within the fair value 
hierarchy, see the “Fair Value Measurements of Assets and Liabilities” section of Note 1. 
 

The following tables set forth, by level within the fair value hierarchy, KPCo’s financial assets and liabilities that 
were accounted for at fair value on a recurring basis as of December 31, 2013 and 2012.  As required by the 
accounting guidance for “Fair Value Measurements and Disclosures,” financial assets and liabilities are classified in 
their entirety based on the lowest level of input that is significant to the fair value measurement.  Management’s 
assessment of the significance of a particular input to the fair value measurement requires judgment and may affect 
the valuation of fair value assets and liabilities and their placement within the fair value hierarchy levels.  There 
have not been any significant changes in management’s valuation techniques. 
 

  Assets and Liabilities Measured at Fair Value on a Recurring Basis 
  December 31, 2013 
                          

        Level 1   Level 2   Level 3   Other   Total 

  Assets: (in thousands) 

              

  Risk Management Assets             

  Risk Management Commodity Contracts (a) (b) $  170 $  11,168 $  2,487 $  (6,064)  $  7,761 

  Cash Flow Hedges:             

    Commodity Hedges (a)    -    85    -    (6)     79 

  Total Risk Management Assets  $  170 $  11,253 $  2,487 $  (6,070)  $  7,840 

                  
  Liabilities:           

                  

  Risk Management Liabilities           

  Risk Management Commodity Contracts (a) (b) $  144   $  10,092 $  316 $  (6,678)  $  3,874 

  Cash Flow Hedges:               

    Commodity Hedges (a)    -      65    -    (6)     59 

  Total Risk Management Liabilities  $  144 $  10,157 $  316 $  (6,684)  $  3,933 

 

  Assets and Liabilities Measured at Fair Value on a Recurring Basis 
  December 31, 2012 
                          

        Level 1   Level 2   Level 3   Other   Total 

  Assets: (in thousands) 

              

  Risk Management Assets             

  Risk Management Commodity Contracts (a) (b) $  833 $  33,315 $  3,417 $  (24,571)  $  12,994 

  Cash Flow Hedges:             

    Commodity Hedges (a)    -    103    -    (40)     63 

  Total Risk Management Assets  $  833 $  33,418 $  3,417 $  (24,611)  $  13,057 

                  
  Liabilities:           

                  

  Risk Management Liabilities           

  Risk Management Commodity Contracts (a) (b) $  392   $  31,665 $  1,218 $  (26,527)  $  6,748 

  Cash Flow Hedges:               

    Commodity Hedges (a)    -      312    -    (40)     272 

  Total Risk Management Liabilities  $  392 $  31,977 $  1,218 $  (26,567)  $  7,020 

 

(a) Amounts in “Other” column primarily represent counterparty netting of risk management and hedging contracts and 
associated cash collateral under the accounting guidance for “Derivatives and Hedging.” 

(b) Substantially comprised of power contracts. 
 

There have been no transfers between Level 1 and Level 2 during the years ended December 31, 2013, 2012 and 
2011. 
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The following tables set forth a reconciliation of changes in the fair value of net trading derivatives and other 
investments classified as Level 3 in the fair value hierarchy: 
 
        Net Risk Management 

  Year Ended December 31, 2013   Assets (Liabilities) 

        (in thousands) 

  Balance as of December 31, 2012   $  2,199 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      (732)

  Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     

    Relating to Assets Still Held at the Reporting Date (a)      - 

  Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income      - 

  Purchases, Issuances and Settlements (c)      101 

  Transfers into Level 3 (d) (e)      273 

  Transfers out of Level 3 (e) (f)      (187)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      517 

  Balance as of December 31, 2013   $  2,171 

 
        Net Risk Management 

  Year Ended December 31, 2012   Assets (Liabilities) 

        (in thousands) 

  Balance as of December 31, 2011   $  416 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      (1,071)

  Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     

    Relating to Assets Still Held at the Reporting Date (a)      - 

  Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income      5 

  Purchases, Issuances and Settlements (c)      2,282 

  Transfers into Level 3 (d) (e)      309 

  Transfers out of Level 3 (e) (f)      (434)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      692 

  Balance as of December 31, 2012   $  2,199 

            
        Net Risk Management 

  Year Ended December 31, 2011   Assets (Liabilities) 

        (in thousands) 

  Balance as of December 31, 2010   $  1,073 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      (454)

  Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     

    Relating to Assets Still Held at the Reporting Date (a)      - 

  Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income      (16)

  Purchases, Issuances and Settlements (c)      336 

  Transfers into Level 3 (d) (e)      524 

  Transfers out of Level 3 (e) (f)      (635)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      (412)

  Balance as of December 31, 2011   $  416 

 
(a) Included in revenues on KPCo’s statements of income. 

(b) Represents the change in fair value between the beginning of the reporting period and the settlement of the risk 
management commodity contract. 

(c) Represents the settlement of risk management commodity contracts for the reporting period. 

(d) Represents existing assets or liabilities that were previously categorized as Level 2. 

(e) Transfers are recognized based on their value at the beginning of the reporting period that the transfer occurred. 

(f) Represents existing assets or liabilities that were previously categorized as Level 3. 

(g) Relates to the net gains (losses) of those contracts that are not reflected on KPCo’s statements of income.  
These net gains (losses) are recorded as regulatory assets/liabilities. 
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The following tables quantify the significant unobservable inputs used in developing the fair value of Level 3 
positions as of December 31, 2013 and 2012: 
 

Significant Unobservable Inputs 
December 31, 2013 

                                    
      Fair Value   Valuation   Significant   Forward Price Range 

      Assets   Liabilities   Technique   Unobservable Input (a)   Low   High 

      (in thousands)                     

  Energy Contracts   $  1,924   $  198 Discounted Cash Flow   Forward Market Price  $   13.04 $   80.50 
  FTRs      563      118   Discounted Cash Flow   Forward Market Price       (5.10)     10.44 

  Total   $  2,487   $  316                     

                                    
Significant Unobservable Inputs 

December 31, 2012 

                                    
      Fair Value   Valuation   Significant   Forward Price Range 

      Assets   Liabilities   Technique   Unobservable Input (a)   Low   High 

      (in thousands)                     

  Energy Contracts   $  3,067   $  786 Discounted Cash Flow   Forward Market Price  $   9.40 $   68.80 
  FTRs      350      432   Discounted Cash Flow   Forward Market Price       (3.21)     14.79 

  Total   $  3,417   $  1,218                     

 

(a) Represents market prices in dollars per MWh. 
 

11.  INCOME TAXES 
 

The details of KPCo’s income taxes as reported are as follows: 
 

        Years Ended December 31, 

        2013    2012    2011  

        (in thousands) 

  Income Tax Expense (Credit):                   

    Current   $  (4,828) $  13,617 $  (1,625)

    Deferred      12,440    10,168    33,153 

    Deferred Investment Tax Credits      (230)    (278)    (359)

  Income Tax Expense   $  7,382 $  23,507 $  31,169 

 

The following is a reconciliation of the difference between the amount of federal income taxes computed by 
multiplying book income before income taxes by the federal statutory tax rate and the amount of income taxes 
reported: 
 

    Years Ended December 31, 

    2013    2012    2011  

    (in thousands) 
  Net Income $  8,906 $  52,975 $  53,976 
  Income Tax Expense    7,382    23,507    31,169 

  Pretax Income $  16,288 $  76,482 $  85,145 

              Income Taxes on Pretax Income at Statutory Rate (35%) $  5,701 $  26,769 $  29,801 
  Increase (Decrease) in Income Taxes resulting from the following items:       
      Depreciation    2,648    2,382    2,563 
      AFUDC    (749)    (894)    (818)
      Removal Costs    (2,475)    (3,885)    (2,010)
      Investment Tax Credits, Net    (230)     (278)     (359)
      State and Local Income Taxes, Net    1,581      1,535      2,261 
      Tax Adjustments    1,097      (1,076)  751 
      Other    (191)     (1,046)     (1,020)

  Income Tax Expense $  7,382 $  23,507 $  31,169 

                    Effective Income Tax Rate    45.3 %    30.7 %    36.6 % 
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The following table shows elements of KPCo’s net deferred tax liability and significant temporary differences: 
 
      December 31, 

      2013    2012  

      (in thousands) 

  Deferred Tax Assets   $  56,347 $  42,212 

  Deferred Tax Liabilities      (612,505)    (547,735)

  Net Deferred Tax Liabilities   $  (556,158) $  (505,523)

                
  Property Related Temporary Differences   $  (436,812)  $  (410,100)

  Amounts Due from Customers for Future Federal Income Taxes      (29,842)    (29,800)

  Deferred State Income Taxes      (80,357)    (54,658)

  Deferred Income Taxes on Other Comprehensive Loss      2,918    10,760 

  Regulatory Assets      (17,063)    (20,604)

  All Other, Net      4,998      (1,121)

  Net Deferred Tax Liabilities   $  (556,158) $  (505,523)

 
AEP System Tax Allocation Agreement 
 
KPCo joins in the filing of a consolidated federal income tax return with its affiliates in the AEP System.  The 
allocation of the AEP System’s current consolidated federal income tax to the AEP System companies allocates the 
benefit of current tax losses to the AEP System companies giving rise to such losses in determining their current tax 
expense.  The tax benefit of the Parent is allocated to its subsidiaries with taxable income.  With the exception of the 
loss of the Parent, the method of allocation reflects a separate return result for each company in the consolidated 
group. 
 
Federal and State Income Tax Audit Status 
 
KPCo and other AEP subsidiaries are no longer subject to U.S. federal examination for years before 2011.  KPCo 
and other AEP subsidiaries completed the examination of the years 2007 and 2008 in April 2011 and settled all 
outstanding issues on appeal for the years 2001 through 2006 in October 2011.  The settlements did not have a 
material impact on KPCo and other AEP subsidiaries’ net income, cash flows or financial condition.  The IRS 
examination of years 2009 and 2010 started in October 2011 and was completed in the second quarter of 2013.  
Although the outcome of tax audits is uncertain, in management’s opinion, adequate provisions for federal income 
taxes have been made for potential liabilities resulting from such matters.  In addition, KPCo accrues interest on 
these uncertain tax positions.  Management is not aware of any issues for open tax years that upon final resolution 
are expected to materially impact net income. 
 
KPCo and other AEP subsidiaries file income tax returns in various state and local jurisdictions.  These taxing 
authorities routinely examine the tax returns and KPCo and other AEP subsidiaries are currently under examination 
in several state and local jurisdictions.  However, it is possible that previously filed tax returns have positions that 
may be challenged by these tax authorities.  Management believes that adequate provisions for income taxes have 
been made for potential liabilities resulting from such challenges and that the ultimate resolution of these audits will 
not materially impact net income.  KPCo is no longer subject to state or local income tax examinations by tax 
authorities for years before 2009. 
 
Tax Credit Carryforward 
 

A federal income tax operating loss sustained in 2009 along with lower federal taxable income in 2012, 2011 and 
2010 resulted in unused federal income tax credits of $232 thousand, not all of which have an expiration date.  As of 
December 31, 2013, KPCo had federal general business tax credit carryforwards of $218 thousand.  If these credits 
are not utilized, the federal general business tax credits will expire in the years 2029 through 2032. 
 
KPCo anticipates future federal taxable income will be sufficient to realize the tax benefits of the federal tax credits 
before they expire unused. 
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Uncertain Tax Positions 
 
KPCo recognizes interest accruals related to uncertain tax positions in interest income or expense as applicable, and 
penalties in Other Operation expense in accordance with the accounting guidance for “Income Taxes.” 
 
The following table shows amounts reported for interest expense, interest income and reversal of prior period 
interest expense: 
 
    Years Ended December 31, 

    2013    2012    2011  

    (in thousands) 

  Interest Expense $  - $  23  $  193 

  Interest Income    99    -     1,849 

  Reversal of Prior Period Interest Expense    -    -     284 

 
The following table shows balances for amounts accrued for the receipt of interest and the payment of interest and 
penalties: 
 
    December 31, 

    2013    2012  

    (in thousands) 

  Accrual for Receipt of Interest $  1 $  1 

  Accrual for Payment of Interest and Penalties    98    92 

 
The reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows: 
 
      2013    2012    2011  

      (in thousands) 
  Balance as of January 1, $  1,333 $  1,608 $  2,711 

  Increase - Tax Positions Taken During a Prior Period    -    -    1,604 

  Decrease - Tax Positions Taken During a Prior Period    (725)    (93)    (1,586)

  Increase - Tax Positions Taken During the Current Year    -    -    - 

  Decrease - Tax Positions Taken During the Current Year    -    -    - 

  Decrease - Settlements with Taxing Authorities    -    (182)    (99)

  Decrease - Lapse of the Applicable Statute of Limitations    -    -    (1,022)

  Balance as of December 31, $  608 $  1,333 $  1,608 

 
The total amount of unrecognized tax benefits (costs) that, if recognized, would affect the effective tax rate is $0 
thousand for 2013 and 2012 and $(4) thousand for 2011.  Management believes there will be no significant net 
increase or decrease in unrecognized tax benefits within 12 months of the reporting date. 
 
Federal Tax Legislation 
 
The American Taxpayer Relief Act of 2012 (the 2012 Act) was enacted in January 2013.  Included in the 2012 Act 
was a one-year extension of the 50% bonus depreciation.  The 2012 Act also retroactively extended the life of 
research and development, employment and several energy tax credits, which expired at the end of 2011.  The 
enacted provisions will not materially impact KPCo’s net income or financial condition but did have a favorable 
impact on cash flows in 2013. 
 

Federal Tax Regulations 
 
In 2013, the U.S. Treasury Department issued final and re-proposed regulations regarding the deduction and 
capitalization of expenditures related to tangible property, effective for the tax years beginning in 2014.  In addition, 
the IRS issued Revenue Procedures under the Industry Issue Resolutions program that provides specific guidance for 
the implementation of the regulations for the electric utility industry.  The impact of these final regulations is not 
material to net income, cash flows or financial condition. 
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State Tax Legislation 
 
In May 2011, Michigan repealed its Business Tax regime and replaced it with a traditional corporate net income tax 
rate of 6%, effective January 1, 2012.   
 
During the third quarter of 2013, it was determined that the state of West Virginia had achieved certain minimum 
levels of shortfall reserve funds.  As a result, the West Virginia corporate income tax rate will be reduced from 7.0% 
to 6.5% in 2014.  The enacted provisions will not materially impact KPCo’s net income, cash flows or financial 
condition. 
 
12.  LEASES 
 
Leases of property, plant and equipment are for remaining periods up to 10 years and require payments of related 
property taxes, maintenance and operating costs.  The majority of the leases have purchase or renewal options and 
will be renewed or replaced by other leases. 
 
Lease rentals for both operating and capital leases are generally charged to Other Operation and Maintenance 
expense in accordance with rate-making treatment for regulated operations.  For capital leases, a capital lease asset 
and offsetting liability are recorded at the present value of the remaining lease payments for each reporting period.  
The components of rental costs are as follows: 
 
      Years Ended December 31, 

  Lease Rental Costs   2013    2012    2011  

      (in thousands) 

  Net Lease Expense on Operating Leases   $  1,387 $  1,141 $  835 

  Amortization of Capital Leases      1,743    1,710    1,897 

  Interest on Capital Leases      311    311    344 

  Total Lease Rental Costs   $  3,441 $  3,162 $  3,076 

 
The following table shows the property, plant and equipment under capital leases and related obligations recorded 
on KPCo’s balance sheets.  Capital lease obligations are included in Other Current Liabilities and Deferred Credits 
and Other Noncurrent Liabilities on KPCo’s balance sheets. 
 
      December 31, 

      2013    2012  

      (in thousands) 

  Property, Plant and Equipment Under Capital Leases             

  Generation   $  2,854 $  2,776 

  Other Property, Plant and Equipment      3,425    4,618 

  Total Property, Plant and Equipment Under Capital Leases      6,279    7,394 

  Accumulated Amortization      1,869    2,576 

  Net Property, Plant and Equipment Under Capital Leases   $  4,410 $  4,818 

          
  Obligations Under Capital Leases       

  Noncurrent Liability   $  3,420 $  3,128 

  Liability Due Within One Year      990    1,729 

  Total Obligations Under Capital Leases   $  4,410 $  4,857 
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Future minimum lease payments consisted of the following as of December 31, 2013: 
 
          Noncancelable 

  Future Minimum Lease Payments   Capital Leases   Operating Leases 

        (in thousands) 

  2014    $  1,147   $  1,324 

  2015       1,025      1,153 

  2016       812      1,091 

  2017       672      923 

  2018       471      629 

  Later Years      851      1,493 

  Total Future Minimum Lease Payments      4,978   $  6,613 

  Less Estimated Interest Element      568       

  Estimated Present Value of Future Minimum Lease Payments   $  4,410       

 
Master Lease Agreements 
 
KPCo leases certain equipment under master lease agreements.  Under the lease agreements, the lessor is guaranteed 
a residual value up to a stated percentage of either the unamortized balance or the equipment cost at the end of the 
lease term.  If the actual fair value of the leased equipment is below the guaranteed residual value at the end of the 
lease term, KPCo is committed to pay the difference between the actual fair value and the residual value guarantee.  
Historically, at the end of the lease term the fair value has been in excess of the unamortized balance.  As of 
December 31, 2013, the maximum potential loss for these lease agreements was approximately $1.1 million 
assuming the fair value of the equipment is zero at the end of the lease term. 
 
13.  FINANCING ACTIVITIES 
 
Long-term Debt 

 
There are certain limitations on establishing liens against KPCo’s assets under its indentures.  None of the long-term 
debt obligations of KPCo have been guaranteed or secured by AEP or any of its affiliates. 
 
The following details long-term debt outstanding as of December 31, 2013 and 2012: 
 
        Weighted                     

        Average                     

        Interest rate as of   Interest Rate Ranges as of   Outstanding as of 
        December 31,   December 31,   December 31, 

Type of Debt   Maturity   2013    2013   2012    2013   2012  

                    (in thousands) 

Senior Unsecured Notes   2017-2039   6.40% 5.625%-8.13% 5.625%-8.13%   $  530,000 $  780,000 

Notes Payable - Affiliated   2015    5.25% 5.25% 5.25%      20,000    20,000 

Other Long-term Debt (a)   2015    1.188%   1.188%        200,000    - 

Unamortized Discount, Net                      (611)     (805)

Total Long-term Debt Outstanding                    749,389      799,195 

Long-term Debt Due Within One Year                  -      250,000 

Long-term Debt                   $  749,389   $  549,195 

 
(a)  In July 2013, AGR, APCo, KPCo and OPCo entered into a $1 billion term credit facility due in May 2015 to provide liquidity during 

the corporate separation process.  In 2013, OPCo borrowed $1 billion under the credit facility and retired other certain debt.  On 
December 31, 2013, OPCo assigned the $1 billion in credit facility borrowings to AGR upon the transfer of OPCo’s generation assets 
to AGR.  Also on December 31, 2013, AGR subsequently assigned a portion of the borrowings to KPCo in the amount of $200 million 
upon AGR’s transfer of certain of those generation assets.  
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Long-term debt outstanding as of December 31, 2013 is payable as follows: 
 

                      After     

  2014    2015    2016    2017    2018    2018    Total 

    (in thousands) 
Principal Amount $  - $  220,000 $  - $  325,000 $  - $  205,000 $  750,000 

Unamortized Discount, Net                    (611)

Total Long-term Debt                     

  Outstanding                 $  749,389 

 

Dividend Restrictions 
 

KPCo pays dividends to Parent provided funds are legally available.  Various financing arrangements and regulatory 
requirements may impose certain restrictions on the ability of KPCo to transfer funds to Parent in the form of 
dividends. 
 

Federal Power Act 

 

The Federal Power Act prohibits KPCo from participating “in the making or paying of any dividends of such public 
utility from any funds properly included in capital account.”  The term “capital account” is not defined in the 
Federal Power Act or its regulations.  Management understands “capital account” to mean the book value of the 
common stock.  This restriction does not limit the ability of KPCo to pay dividends out of retained earnings. 
 

Leverage Restrictions 
 

Pursuant to the credit agreement leverage restrictions, KPCo must maintain a percentage of debt to total 
capitalization at a level that does not exceed 67.5%.  As of December 31, 2013, none of KPCo’s retained earnings 
have restrictions related to the payment of dividends to Parent. 
 

Utility Money Pool – AEP System 
 

The AEP System uses a corporate borrowing program to meet the short-term borrowing needs of AEP’s 
subsidiaries.  The corporate borrowing program includes a Utility Money Pool, which funds AEP’s utility 
subsidiaries.  The AEP System Utility Money Pool operates in accordance with the terms and conditions of the AEP 
System Utility Money Pool agreement filed with the FERC.  The amounts of outstanding borrowings from the 
Utility Money Pool as of December 31, 2013 and 2012 are included in Advances from Affiliates on KPCo’s balance 
sheets.  KPCo’s Utility Money Pool activity and corresponding authorized borrowing limits for the years ended 
December 31, 2013 and 2012 are described in the following table: 
 

    Maximum   Maximum   Average   Average   Borrowings   Authorized 
    Borrowings   Loans    Borrowings   Loans    from the Utility   Short-Term 
    from the Utility   to the Utility   from the Utility   to the Utility   Money Pool as of   Borrowing 

Year   Money Pool   Money Pool   Money Pool   Money Pool   December 31,   Limit 

    (in thousands) 
2013    $  32,649   $  31,421   $  10,911   $  14,584   $  8,564   $  250,000 
2012       13,359      80,205      9,200      46,187      13,359      250,000 
 

Maximum, minimum and average interest rates for funds either borrowed from or loaned to the Utility Money Pool 
for the years ended December 31, 2013, 2012 and 2011 are summarized in the following table: 
 

    Maximum   Minimum   Maximum   Minimum   Average   Average 

    Interest Rate   Interest Rate   Interest Rate   Interest Rate   Interest Rate   Interest Rate 

    for Funds   for Funds   for Funds   for Funds   for Funds   for Funds 

    Borrowed    Borrowed   Loaned    Loaned   Borrowed   Loaned  

Year Ended    from the Utility    from the Utility 

  

to the Utility    to the Utility    from the Utility   to the Utility 

December 31,   Money Pool   Money Pool Money Pool   Money Pool   Money Pool   Money Pool 

2013     0.43 %    0.29 %    0.41 %    0.24 %    0.37 %    0.32 % 

2012     0.42 %    0.42 %    0.56 %    0.39 %    0.42 %    0.48 % 

2011     - %    - %    0.56 %    0.06 %    - %    0.35 % 
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Interest expense and interest income related to the Utility Money Pool are included in Interest Expense and Interest 
Income, respectively, on KPCo’s statements of income.  For amounts borrowed from and advanced to the Utility 
Money Pool, KPCo incurred the following amounts of interest expense and earned the following amounts of interest 
income, respectively, for the years ended December 31, 2013, 2012 and 2011: 
 

      Years Ended December 31, 
      2013    2012    2011  

            (in thousands)       
  Interest Expense   $  12   $  1   $  - 
  Interest Income      36      222      318 
 

Sale of Receivables – AEP Credit 
 

Under a sale of receivables arrangement, KPCo sells, without recourse, certain of its customer accounts receivable 
and accrued unbilled revenue balances to AEP Credit and is charged a fee based on AEP Credit’s financing costs, 
administrative costs and uncollectible accounts experience for KPCo’s receivables.  The costs of customer accounts 
receivable sold are reported in Other Operation expense on KPCo’s statements of income.  KPCo manages and 
services its accounts receivable sold. 
 

In June 2013, AEP Credit amended its receivables securitization agreement to extend through June 2014.  The 
agreement provides a commitment of $700 million from bank conduits to purchase receivables.  AEP Credit 
amended a commitment of $385 million to now expire in June 2014.  The remaining commitment of $315 million 
expires in June 2015.  AEP Credit intends to extend or replace the agreement expiring in June 2014 on or before its 
maturity. 
 

KPCo’s amount of accounts receivable and accrued unbilled revenues sold under the sale of receivables agreement 
was $43 million and $46 million as of December 31, 2013 and 2012, respectively. 

 

The fees paid by KPCo to AEP Credit for customer accounts receivable sold were $2 million for each of the years 
ended December 31, 2013, 2012 and 2011. 
 

KPCo’s proceeds on the sale of receivables to AEP Credit were $522 million, $517 million and $579 million for the 
years ended December 31, 2013, 2012 and 2011, respectively. 
 

14.  RELATED PARTY TRANSACTIONS 
 

For other related party transactions, also see “AEP System Tax Allocation Agreement” section of Note 11 in 
addition to “Utility Money Pool – AEP System” and “Sale of Receivables – AEP Credit” sections of Note 13. 
 

Interconnection Agreement 
 

In accordance with management’s December 2010 announcement and October 2012 filing with the FERC, the 
Interconnection Agreement was terminated effective January 1, 2014.  The AEP System Interim Allowance 
Agreement which provided for, among other things, the transfer of SO2 emission allowances associated with 
transactions under the Interconnection Agreement was also terminated.   
 

APCo, I&M, KPCo, OPCo and AEPSC were parties to the Interconnection Agreement which defined the sharing of 
costs and benefits associated with the respective generating plants.  This sharing was based upon each AEP utility 
subsidiary’s MLR and was calculated monthly on the basis of each AEP utility subsidiary’s maximum peak demand 
in relation to the sum of the maximum peak demands of all four AEP utility subsidiaries during the preceding 12 
months. 
 

Effective January 1, 2014, the FERC approved the creation of the Power Coordination Agreement among APCo, 
I&M and KPCo with AEPSC as the agent to coordinate the participants’ respective power supply resources.  Also 
effective January 1, 2014, the FERC approved the Bridge Agreement among AGR, APCo, I&M, KPCo and OPCo 
with AEPSC as agent to address open commitments related to the termination of the Interconnection Agreement and 
responsibilities to PJM.  See “Corporate Separation and Termination of Interconnection Agreement” section of 
FERC Rate Matters in Note 3. 
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Prior to January 1, 2014, power, natural gas and risk management activities were conducted by AEPSC and profits 
and losses were allocated under the SIA to members of the Interconnection Agreement, PSO and SWEPCo.  Risk 
management activities involved the purchase and sale of power and natural gas under physical forward contracts at 
fixed and variable prices.  In addition, the risk management of power, and to a lesser extent natural gas contracts, 
included exchange traded futures and options and OTC options and swaps.  The majority of these transactions 
represented physical forward contracts in the AEP System’s traditional marketing area and were typically settled by 
entering into offsetting contracts.  In addition, AEPSC entered into transactions for the purchase and sale of power 
and natural gas options, futures and swaps, and for the forward purchase and sale of power outside of the AEP 
System’s traditional marketing area. 
 
Operating Agreement 
 
PSO, SWEPCo and AEPSC are parties to the Operating Agreement which was approved by the FERC.  The 
Operating Agreement requires PSO and SWEPCo to maintain adequate annual planning reserve margins and 
requires that capacity in excess of the required margins be made available for sale to other operating companies as 
capacity commitments.  Parties are compensated for energy delivered to recipients based upon the deliverer’s 
incremental cost plus a portion of the recipient’s savings realized by the purchaser that avoids more costly 
alternatives.  Revenues and costs arising from third party sales are generally shared based on the amount of energy 
PSO or SWEPCo contributes that is sold to third parties. 
 
System Integration Agreement (SIA) 
 
The SIA provides for the integration and coordination of AEP East Companies’ and AEP West Companies’ zones.  
This includes joint dispatch of generation within the AEP System and the distribution, between the two zones, of 
costs and benefits associated with the transfers of power between the two zones (including sales to third parties and 
risk management and trading activities).  The SIA is designed to function as an umbrella agreement in addition to 
the Interconnection Agreement (prior to January 1, 2014) and the Operating Agreement, each of which controls the 
distribution of costs and benefits within a zone. 
 
Power generated, allocated or provided under the Interconnection Agreement or the Operating Agreement is 
primarily sold to customers at rates approved by the public utility commission in the jurisdiction of sale. 
 
Under both the Interconnection Agreement and the Operating Agreement, power generated that is not needed to 
serve the AEP System’s native load is sold in the wholesale market by AEPSC on behalf of the generating 
subsidiary. 
 
Affiliated Revenues and Purchases  
 
The following table shows the revenues derived from sales under the Interconnection Agreement, direct sales to 
affiliates, net transmission agreement sales, natural gas contracts with AEPES and other revenues for the years 
ended December 31, 2013, 2012 and 2011: 
 
      Years Ended December 31, 
  Related Party Revenues   2013    2012    2011  

      (in thousands) 
  Sales under Interconnection Agreement   $  79,909   $  60,198   $  99,593 
  Direct Sales to West Affiliates      119      64      314 
  Transmission Agreement Sales      862      3,022      4,480 
  Natural Gas Contracts with AEPES      -      -      32 
  Other Revenues      22,841      7,492      263 

  Total Affiliated Revenues   $  103,731   $  70,776   $  104,682 
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The following table shows the purchased power expenses incurred for purchases under the Interconnection 
Agreement and from affiliates for the years ended December 31, 2013, 2012 and 2011: 
 
      Years Ended December 31, 
  Related Party Purchases   2013    2012    2011  

      (in thousands) 
  Purchases under Interconnection Agreement   $  161,293   $  121,267   $  112,217 
  Direct Purchases from West Affiliates      1      11      51 
  Purchases from AEGCo      107,794      102,371      98,031 

  Total Affiliated Purchases   $  269,088   $  223,649   $  210,299 

 
The above summarized related party revenues and expenses are reported in Sales to AEP Affiliates and Purchased 
Electricity from AEP Affiliates on KPCo’s statements of income. 
 
System Transmission Integration Agreement 
 
AEP’s System Transmission Integration Agreement provides for the integration and coordination of the planning, 
operation and maintenance of the transmission facilities of AEP East Companies’ and AEP West Companies’ zones.  
Similar to the SIA, the System Transmission Integration Agreement functions as an umbrella agreement in addition 
to the Transmission Agreement (TA) and the Transmission Coordination Agreement (TCA).  The System 
Transmission Integration Agreement contains two service schedules that govern: 
 

• The allocation of transmission costs and revenues. 

• The allocation of third-party transmission costs and revenues and AEP System dispatch costs. 
 
The System Transmission Integration Agreement anticipates that additional service schedules may be added as 
circumstances warrant. 
 
APCo, I&M, KGPCo, KPCo, OPCo and WPCo are parties to the TA, effective November 2010, which defines how 
transmission costs through PJM OATT are allocated among the AEP East Companies, KGPCo and WPCo on a 12-
month average coincident peak basis. 
 
KPCo’s net charges recorded as a result of the TA for the years ended December 31, 2013, 2012 and 2011 were $3 
million, $1.1 million and $410 thousand, respectively, and were recorded in Other Operation expenses on KPCo’s 
statements of income. 
 
PSO, SWEPCo and AEPSC are parties to the TCA, dated January 1, 1997, revised 1999 and 2011, as restated and 
amended, by and among PSO, SWEPCo and AEPSC, in connection with the operation of the transmission assets of 
the two AEP utility subsidiaries.  The TCA has been approved by the FERC and establishes a coordinating 
committee, which is charged with overseeing the coordinated planning of the transmission facilities of the parties to 
the agreement. 
 
Fuel Agreement between OPCo and AEPES 
 
OPCo and National Power Cooperative, Inc. (NPC) have an agreement whereby OPCo operates a 500 MW natural 
gas plant owned by NPC (Mone Plant).  AEPES entered into a fuel management agreement with OPCo and NPC to 
manage and procure fuel for the Mone Plant.  The natural gas purchased by AEPES and used in generation is first 
sold to OPCo then allocated to the AEP East Companies, who have an agreement to purchase 100% of the available 
generating capacity from the plant through May 2014.  KPCo’s related purchases of natural gas managed by AEPES 
were $124 thousand, $173 thousand and $183 thousand for the years ended December 31, 2013, 2012 and 2011, 
respectively.  These purchases are reflected in Purchased Electricity for Resale on KPCo’s statements of income. 
 

Unit Power Agreements (UPA) 
 
A UPA between AEGCo and I&M (the I&M Power Agreement) provides for the sale by AEGCo to I&M of all the 
power (and the energy associated therewith) available to AEGCo at the Rockport Plant unless it is sold to another 
utility.  Subsequently, I&M assigns 30% of the power to KPCo.  I&M is obligated, whether or not power is available 
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from AEGCo, to pay as a demand charge for the right to receive such power (and as an energy charge for any 
associated energy taken by I&M) net of amounts received by AEGCo from any other sources, sufficient to enable 
AEGCo to pay all its operating and other expenses, including a rate of return on the common equity of AEGCo as 
approved by the FERC.  The I&M Power Agreement will continue in effect until the expiration of the lease term of 
Unit 2 of the Rockport Plant unless extended in specified circumstances. 
 

Pursuant to an assignment between I&M and KPCo and a UPA between KPCo and AEGCo, AEGCo sells KPCo 
30% of the power (and the energy associated therewith) available to AEGCo from both units of the Rockport Plant.  
KPCo pays to AEGCo in consideration for the right to receive such power the same amounts which I&M would 
have paid AEGCo under the terms of the I&M Power Agreement for such entitlement.  The KPCo UPA ends in 
December 2022. 
 

I&M Barging, Urea Transloading and Other Services 
 

I&M provides barging, urea transloading and other transportation services to affiliates.  Urea is a chemical used to 
control NOx emissions at certain generation plants in the AEP System.  KPCo recorded expenses of $4 million, $1.6 
million and $2.2 million in 2013, 2012 and 2011, respectively, for urea transloading provided by I&M.  These 
expenses were recorded as fuel expenses or other operation expenses. 
 

Central Machine Shop  
 

APCo operates a facility which repairs and rebuilds specialized components for the generation plants across the AEP 
System.  APCo defers the cost of performing these services on the balance sheet, then transfers the cost to the 
affiliate for reimbursement.  KPCo recorded its assigned portion of these billings as capital or maintenance expenses 
depending on the nature of the services received.  These billings are recoverable from customers.  KPCo’s billed 
amounts were $1.1 million, $647 thousand and $672 thousand for the years ended December 31, 2013, 2012 and 
2011, respectively. 
 

Affiliate Railcar Agreement  
 

KPCo has an agreement providing for the use of its affiliates’ leased or owned railcars when available.  The 
agreement specifies that the company using the railcar will be billed, at cost, by the company furnishing the railcar.  
KPCo recorded these costs in Fuel on the balance sheets and such costs are recoverable from customers.  The 
following table shows the net effect of the railcar agreement on KPCo’s balance sheets: 
 

      December 31, 
  Billing Company   2013    2012  

      (in thousands) 
  AGR   $  (20)  $  381 
  APCo      26      436 
 

Purchases from OVEC under the Interconnection Agreement 
 

In 2011, the parties to the Interconnection Agreement purchased power from OVEC to serve off-system sales and 
retail sales.  These purchases are reported in Purchased Electricity for Resale on KPCo’s statement of income.  
KPCo recorded $4.5 million in expense for the year ended December 31, 2011. 
 

Sales and Purchases of Property 
 

KPCo had affiliated sales and purchases of electric property individually amounting to $100 thousand or more, sales 
and purchases of meters and transformers, and sales and purchases of transmission property.  There were no gains or 
losses recorded on the transactions.  The following table shows the sales and purchases, recorded at net book value, 
for the years ended December 31, 2013, 2012 and 2011: 
 

        Years Ended December 31, 

      2013    2012    2011  

      (in thousands) 

  Sales   $  951   $  1,032   $  404  
  Purchases      1,702      1,078      2,188  
                   
The amounts above are recorded in Property, Plant and Equipment on the balance sheets. 
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Global Borrowing Notes 

 
As of December 31, 2013 and 2012, AEP has an intercompany note in place with KPCo.  The debt is reflected in 
Long-term Debt – Affiliated on KPCo’s balance sheets.  KPCo accrues interest for its share of the global borrowing 
and remits the interest to AEP.  The accrued interest is reflected in Accrued Interest on KPCo’s balance sheets.   
 
Intercompany Billings 

 
KPCo performs certain utility services for other AEP subsidiaries when necessary or practical.  The costs of these 
services are billed on a direct-charge basis, whenever possible, or on reasonable basis of proration for services that 
benefit multiple companies.  The billings for services are made at cost and include no compensation for the use of 
equity capital. 
 
15.  VARIABLE INTEREST ENTITIES 
 
The accounting guidance for “Variable Interest Entities” is a consolidation model that considers if a company has a 
controlling financial interest in a VIE.  A controlling financial interest will have both (a) the power to direct the 
activities of a VIE that most significantly impact the VIE’s economic performance and (b) the obligation to absorb 
losses of the VIE that could potentially be significant to the VIE or the right to receive benefits from the VIE that 
could potentially be significant to the VIE.  Entities are required to consolidate a VIE when it is determined that they 
have a controlling financial interest in a VIE and therefore, are the primary beneficiary of that VIE, as defined by the 
accounting guidance for “Variable Interest Entities.”  In determining whether KPCo is the primary beneficiary of a 
VIE, management considers factors such as equity at risk, the amount of the VIE’s variability KPCo absorbs, 
guarantees of indebtedness, voting rights including kick-out rights, the power to direct the VIE, variable interests 
held by related parties and other factors.  Management believes that significant assumptions and judgments were 
applied consistently.  KPCo is not the primary beneficiary of any VIE and has not provided financial or other 
support to any VIE that was not previously contractually required. 
 
AEPSC provides certain managerial and professional services to AEP’s subsidiaries.  AEP is the sole equity owner 
of AEPSC.  AEP management controls the activities of AEPSC.  The costs of the services are based on a direct 
charge or on a prorated basis and billed to the AEP subsidiary companies at AEPSC’s cost.  AEP subsidiaries have 
not provided financial or other support outside the reimbursement of costs for services rendered.  AEPSC finances 
its operations through cost reimbursement from other AEP subsidiaries.  There are no other terms or arrangements 
between AEPSC and any of the AEP subsidiaries that could require additional financial support from an AEP 
subsidiary or expose them to losses outside of the normal course of business.  AEPSC and its billings are subject to 
regulation by the FERC.  AEP subsidiaries are exposed to losses to the extent they cannot recover the costs of 
AEPSC through their normal business operations.  AEP subsidiaries are considered to have a significant interest in 
AEPSC due to their activity in AEPSC’s cost reimbursement structure.  However, AEP subsidiaries do not have 
control over AEPSC.  AEPSC is consolidated by AEP.  In the event AEPSC would require financing or other 
support outside the cost reimbursement billings, this financing would be provided by AEP.  KPCo’s total billings 
from AEPSC for the years ended December 31, 2013, 2012 and 2011 were $38 million, $40 million and $35 million, 
respectively.  The carrying amount of liabilities associated with AEPSC as of December 31, 2013 and 2012 was $4 
million and $6 million, respectively.  Management estimates the maximum exposure of loss to be equal to the 
amount of such liability. 
 
AEGCo, a wholly-owned subsidiary of AEP, is consolidated by AEP.  AEGCo owns a 50% ownership interest in 
Rockport Plant, Unit 1 and leases a 50% interest in Rockport Plant, Unit 2.  AEGCo sells all the output from the 
Rockport Plant to I&M and KPCo.  AEP has agreed to provide AEGCo with the funds necessary to satisfy all of the 
debt obligations of AEGCo.  KPCo is considered to have a significant interest in AEGCo due to its transactions.  
KPCo is exposed to losses to the extent it cannot recover the costs of AEGCo through its normal business 
operations.  Due to AEP management’s control over AEGCo, KPCo is not considered the primary beneficiary of 
AEGCo.  In the event AEGCo would require financing or other support outside the billings to KPCo, this financing 
would be provided by AEP.  Total billings from AEGCo for the years ended December 31, 2013, 2012 and 2011 
were $108 million, $102 million and $98 million, respectively.  The carrying amount of liabilities associated with 
AEGCo as of December 31, 2013 and 2012 was $11 million and $10 million, respectively.  Management estimates 
the maximum exposure of loss to be equal to the amount of such liability. 
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16.  PROPERTY, PLANT AND EQUIPMENT 
 
Depreciation 
 
KPCo provides for depreciation of Property, Plant and Equipment on a straight-line basis over the estimated useful 
lives of property, generally using composite rates by functional class.  The following tables provide KPCo’s annual 
property information: 
 

2013   Regulated (a)  Nonregulated 

         Annual           Annual    

Functional  Property,     Composite     Property,     Composite    

Class of  Plant and  Accumulated  Depreciation  Depreciable  Plant and  Accumulated  Depreciation  Depreciable 

Property  Equipment  Depreciation  Rate  Life Ranges  Equipment  Depreciation  Rate  Life Ranges 

   (in thousands)     (in years)  (in thousands)     (in years) 

Generation  $  1,052,757  $  365,645  3.7%  40-60  $  -  $  -  NA  NA 

Transmission     507,844     172,604  1.8%  25-75     -     -  NA  NA 

Distribution     693,481     216,771  3.4%  11-75     -     -  NA  NA 

CWIP     128,599     (8,320) NM  NM     -     -  NA  NA 

Other     475,229     196,977  4.3%  20-75     5,530     212  NM  NM 

Total  $  2,857,910  $  943,677        $  5,530  $  212       

                          

2012   Regulated  Nonregulated (a) 

         Annual           Annual    

Functional  Property,     Composite     Property,     Composite    

Class of  Plant and  Accumulated  Depreciation  Depreciable  Plant and  Accumulated  Depreciation  Depreciable 

Property  Equipment  Depreciation  Rate  Life Ranges  Equipment  Depreciation  Rate  Life Ranges 

   (in thousands)     (in years)  (in thousands)     (in years) 

Generation  $  558,935  $  221,976  3.8%  40-50  $  880,064  $  277,074  3.8%  60 

Transmission     490,152     162,774  1.6%  25-75     5,829     3,082  2.3%  NM 

Distribution     652,615     200,340  3.4%  11-75     -     -  NA  NA 

CWIP     44,281     (6,327) NM  NM     43,643     380  NM  NM 

Other     57,451     24,409  7.2%  20-75     7,699     308  NM  NM 

Total  $  1,803,434  $  603,172        $  937,235  $  280,844       

 
2011    Regulated   Nonregulated (a) 

      Annual Composite       Annual Composite     

      Depreciation   Depreciable   Depreciation   Depreciable 

Functional Class of Property   Rate   Life Ranges   Rate   Life Ranges 

          (in years)       (in years) 

Generation   3.8%   40-50   3.8%   60 

Transmission   1.7%   25-75   2.4%   NA 

Distribution   3.5%   11-75   NA   NA 

CWIP   NM    NM   NM   NM 

Other   8.2%   NM   3.4%   NM 

                    
(a) For 2013, KPCo's ownership in the Mitchell Plant is included in the Regulated amounts listed above.  For 2012 and 2011, KPCo's 

ownership in the Mitchell Plant is included in the Nonregulated amounts listed above.   
NA Not applicable. 

NM Not meaningful. 

 
The composite depreciation rate generally includes a component for nonasset retirement obligation (non-ARO) 
removal costs, which is credited to Accumulated Depreciation and Amortization.  Actual removal costs incurred are 
charged to Accumulated Depreciation and Amortization.  Any excess of accrued non-ARO removal costs over 
actual removal costs incurred is reclassified from Accumulated Depreciation and Amortization and reflected as a 
regulatory liability. 
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Asset Retirement Obligations (ARO) 
 
KPCo records ARO in accordance with the accounting guidance for “Asset Retirement and Environmental 
Obligations” for the retirement of asbestos removal.  KPCo has identified, but not recognized, ARO liabilities 
related to electric transmission and distribution assets, as a result of certain easements on property on which assets 
are owned.  Generally, such easements are perpetual and require only the retirement and removal of assets upon the 
cessation of the property’s use.  The retirement obligation is not estimable for such easements since KPCo plans to 
use its facilities indefinitely.  The retirement obligation would only be recognized if and when KPCo abandons or 
ceases the use of specific easements, which is not expected. 
 
The following is a reconciliation of the 2013 and 2012 aggregate carrying amounts of ARO for KPCo: 
 
                   Revisions in    

       ARO as of  Accretion  Liabilities  Liabilities  Cash Flow  ARO as of 

  Year  January 1,  Expense  Incurred  Settled  Estimates  December 31, 

       (in thousands) 

  2013   $  8,759  $  742  $  -   $  (255) $  11,280  $  20,526 

  2012      8,488     709     -      (438)    -     8,759 

 
Allowance for Funds Used During Construction (AFUDC) 
 
KPCo’s amounts of allowance for borrowed and equity funds used during construction are summarized in the 
following table: 
 
    Years Ended December 31,   

    2013    2012    2011    

    (in thousands)   

  Allowance for Equity Funds Used During Construction $  1,367   $  1,574   $  1,229 

  Allowance for Borrowed Funds Used During Construction    3,047      2,275      996 

 
Jointly-owned Electric Facilities 

 
KPCo has a 50.0% ownership share of Units 1 and 2 at the Mitchell Generating Station.  In addition to KPCo, the 
Mitchell Generating Station is jointly-owned by AGR.  Using its own financing, each participating company is 
obligated to pay its share of the costs in the same proportion as its ownership interest.  KPCo’s proportionate share 
of the operating costs associated with this facility is included in its statements of income and the investment and 
accumulated depreciation are reflected in its balance sheets under Property, Plant and Equipment as follows: 
 
        

  

    

  

  

  

Construction 

  

  

      Fuel Percent of  Utility Plant Work in  Accumulated 

      Type Ownership  in Service Progress Depreciation 

                (in thousands) 

KPCo's Share as of December 31, 2013                             

Mitchell Generating Station, Units 1 and 2 (a)   Coal    50.0 %   $  907,304   $  75,253   $  305,170 

                    

KPCo's Share as of December 31, 2012                   

Mitchell Generating Station, Units 1 and 2 (a)   Coal    50.0 %   $  878,036   $  43,106   $  276,658 

                      

(a) Operated by KPCo.                   
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17.  SUSTAINABLE COST REDUCTIONS 

 
In April 2012, management initiated a process to identify strategic repositioning opportunities and efficiencies that 
will result in sustainable cost savings.  Management selected a consulting firm to facilitate an organizational and 
process evaluation and a second firm to evaluate current employee benefit programs.  The process resulted in 
involuntary severances and was completed by the end of the first quarter of 2013.  The severance program provides 
two weeks of base pay for every year of service along with other severance benefits. 
 
KPCo recorded a charge of $2 million to Other Operation expense in 2012 primarily related to severance benefits as 
a result of the sustainable cost reductions initiative.  In addition, the sustainable cost reduction activity for the year 
ended December 31, 2013 is described in the following table: 
 
        Expense             Remaining 

  Balance as of   Allocation from                 Balance as of 

  December 31, 2012   AEPSC  Incurred  Settled  Adjustments  December 31, 2013 

  (in thousands) 

  $  497   $  180 $  - $  (276) $  (401) $  - 

 
These expenses, net of adjustments, relate primarily to severance benefits and are included primarily in Other 
Operation expense on the statements of income.  Management does not expect additional costs to be incurred related 
to this initiative. 
 

18.  UNAUDITED QUARTERLY FINANCIAL INFORMATION 
 
In management’s opinion, the unaudited quarterly information reflects all normal and recurring accruals and 
adjustments necessary for a fair presentation of the results of operations for interim periods.  Quarterly results are 
not necessarily indicative of a full year’s operations because of various factors.  KPCo's unaudited quarterly 
financial information is as follows: 
 
        2013 Quarterly Periods Ended     

        March 31   June 30   September 30   December 31     

        (in thousands)     

  Total Revenues   $  230,644   $  181,549   $  211,536   $  202,526     
  Operating Income (Loss)      32,607      18,214      (14,044)(a)    22,422     
  Net Income (Loss)      14,403      4,985      (16,513)(a)    6,031     
                      
        2012 Quarterly Periods Ended     

        March 31   June 30   September 30   December 31     

        (in thousands)     

  Total Revenues   $  210,365   $  185,183   $  213,995   $  214,874   
  Operating Income      29,309      33,392      34,990      26,241   
  Net Income      12,154      15,345      15,754      9,722   
                      
  (a) Includes a regulatory disallowance for Big Sandy Plant, Unit 2 (see Note 3 and Note 6).     
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GLOSSARY OF TERMS 
 

When the following terms and abbreviations appear in the text of this report, they have the meanings 

indicated below. 
 

Term  Meaning 

   
AEGCo  AEP Generating Company, an AEP electric utility subsidiary. 
AEP or Parent  American Electric Power Company, Inc., an electric utility holding company. 
AEP Credit  AEP Credit, Inc., a consolidated variable interest entity of AEP which securitizes 

accounts receivable and accrued utility revenues for affiliated electric utility 
companies. 

AEP East Companies  APCo, I&M, KPCo and OPCo. 

AEP System  American Electric Power System, an integrated electric utility system, owned and 
operated by AEP’s electric utility subsidiaries. 

AEPSC  American Electric Power Service Corporation, an AEP service subsidiary providing 
management and professional services to AEP and its subsidiaries. 

AOCI  Accumulated Other Comprehensive Income. 

APCo  Appalachian Power Company, an AEP electric utility subsidiary. 
ASU  Accounting Standards Update. 

CWIP  Construction Work in Progress. 

FASB  Financial Accounting Standards Board. 

FERC  Federal Energy Regulatory Commission. 

FGD  Flue Gas Desulfurization or scrubbers. 

FTR  Financial Transmission Right, a financial instrument that entitles the holder to 
receive compensation for certain congestion-related transmission charges 
that arise when the power grid is congested resulting in differences in 
locational prices. 

GAAP  Accounting Principles Generally Accepted in the United States of America. 

I&M  Indiana Michigan Power Company, an AEP electric utility subsidiary. 

IRS  Internal Revenue Service. 

KPCo  Kentucky Power Company, an AEP electric utility subsidiary. 

KPSC  Kentucky Public Service Commission. 

MMBtu  Million British Thermal Units. 

MTM  Mark-to-Market. 

MW  Megawatt. 

MWh  Megawatthour. 

OPEB  Other Postretirement Benefit Plans. 

OTC  Over the counter. 

Risk Management Contracts  Trading and nontrading derivatives, including those derivatives designated as cash 
flow and fair value hedges. 

Rockport Plant  A generation plant, consisting of two 1,310 MW coal-fired generating units near 
Rockport, Indiana.  AEGCo and I&M jointly-own Unit 1.  In 1989, AEGCo 
and I&M entered into a sale-and-leaseback transaction with Wilmington 
Trust Company, an unrelated, unconsolidated trustee for Rockport Plant, 
Unit 2.  

RTO  Regional Transmission Organization, responsible for moving electricity over large 
interstate areas. 

SIA  System Integration Agreement, effective June 15, 2000, provides contractual basis 
for coordinated planning, operation and maintenance of the power supply 
sources of the combined AEP. 

Utility Money Pool  Centralized funding mechanism AEP uses to meet the short-term cash requirements 
of certain utility subsidiaries. 

VIE  Variable Interest Entity. 

WVPSC  Public Service Commission of West Virginia. 
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  KENTUCKY POWER COMPANY   

  CONDENSED STATEMENTS OF INCOME   

  For the Three Months Ended March 31, 2014 and 2013   

  (in thousands)   

  (Unaudited)   

                    
      Three Months Ended March 31,   

      2014    2013    

  REVENUES       

  Electric Generation, Transmission and Distribution   $  227,631   $  201,315 

  Sales to AEP Affiliates    5,415    29,197 

  Other Revenues      84      132 

  TOTAL REVENUES      233,130      230,644 

              
  EXPENSES         

  Fuel and Other Consumables Used for Electric Generation      72,362      74,680 

  Purchased Electricity for Resale       3,113      3,370 

  Purchased Electricity from AEP Affiliates      31,422      56,490 

  Other Operation      19,865      18,333 

  Maintenance      18,642      17,083 

  Depreciation and Amortization      23,522      23,109 

  Taxes Other Than Income Taxes      5,303      4,972 

  TOTAL EXPENSES      174,229      198,037 

            
  OPERATING INCOME      58,901      32,607 
            
  Other Income (Expense):         

  Interest Income      33      27 

  Allowance for Equity Funds Used During Construction      1,456      261 

  Interest Expense      (9,101)     (11,572)

            
  INCOME BEFORE INCOME TAX EXPENSE      51,289      21,323 
            
  Income Tax Expense      18,741      6,920 

            
  NET INCOME   $  32,548   $  14,403 

                  
  The common stock of KPCo is wholly-owned by AEP.   

                  
  See Condensed Notes to Condensed Financial Statements beginning on page 8.   
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Three Months Ended March 31, 2014 and 2013 

 (in thousands) 

(Unaudited) 

                

      Three Months Ended March 31, 

      2014    2013  

Net Income   $  32,548   $  14,403 

            
OTHER COMPREHENSIVE INCOME, NET OF TAXES         

Cash Flow Hedges, Net of Tax of $5 and $118 in 2014 and 2013, Respectively      10      218 
Amortization of Pension and OPEB Deferred Costs, Net of Tax of $63 and $134 in 2014         
     and 2013, Respectively      117      248 

            
TOTAL OTHER COMPREHENSIVE INCOME       127      466 

            
TOTAL COMPREHENSIVE INCOME   $  32,675   $  14,869 

            
See Condensed Notes to Condensed Financial Statements beginning on page 8.     
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF CHANGES IN COMMON SHAREHOLDER'S EQUITY 

For the Three Months Ended March 31, 2014 and 2013 

(in thousands) 

(Unaudited) 

  
                      Accumulated     

                      Other     

          Common   Paid-in   Retained   Comprehensive     

         Stock   Capital   Earnings   Income (Loss)   Total 

TOTAL COMMON SHAREHOLDER'S                              

  EQUITY – DECEMBER 31, 2012   $  50,450   $  531,536   $  190,819   $  (19,994)  $  752,811 
                      
Capital Contribution from Parent          231              231 
Common Stock Dividends              (3,892)         (3,892)
Net Income                  14,403          14,403 
Other Comprehensive Income                  466      466 

TOTAL COMMON SHAREHOLDER'S                     
  EQUITY – MARCH 31, 2013   $  50,450   $  531,767   $  201,330   $  (19,528)  $  764,019 

                      
TOTAL COMMON SHAREHOLDER'S                     
  EQUITY – DECEMBER 31, 2013   $  50,450   $  614,648   $  179,691   $  (5,420)  $  839,369 

                                
Capital Contribution Returned to Parent            (100,000)                 (100,000)
Common Stock Dividends              (15,000)         (15,000)
Other Changes in Common Shareholder's Equity          2,812              2,812 
Net Income                  32,548          32,548 
Other Comprehensive Income                      127      127 
Pension and OPEB Adjustment Related to                    
  Kammer Plant                  (1,308)     (1,308)

TOTAL COMMON SHAREHOLDER'S                     

  EQUITY – MARCH 31, 2014   $  50,450   $  517,460   $  197,239   $  (6,601)  $  758,548 

                                
See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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  KENTUCKY POWER COMPANY 

  CONDENSED BALANCE SHEETS 

  ASSETS 

  March 31, 2014 and December 31, 2013 

  (in thousands) 

  (Unaudited) 

    
          March 31,   December 31, 
      2014    2013  

  CURRENT ASSETS             

  Cash and Cash Equivalents   $  1,244    $  743 
  Accounts Receivable:             
    Customers      11,974       17,889 
    Affiliated Companies      28,281       9,781 
    Accrued Unbilled Revenues      12       857 
    Miscellaneous      106       75 
    Allowance for Uncollectible Accounts      (63)      (78)

      Total Accounts Receivable       40,310       28,524 

  Fuel      45,433       92,313 
  Materials and Supplies      41,141       43,940 
  Risk Management Assets       4,277       4,356 
  Accrued Tax Benefits       35       5,249 

  Regulatory Asset for Under-Recovered Fuel Costs      10,594       - 
  Prepayments and Other Current Assets      5,595       3,284 

  TOTAL CURRENT ASSETS      148,629       178,409 

                
  PROPERTY, PLANT AND EQUIPMENT             

  Electric:             
    Generation      1,063,586       1,052,757 
    Transmission      510,963       507,844 
    Distribution      698,685       693,481 
  Other Property, Plant and Equipment (Including Plant to be Retired)      477,716       480,759 
  Construction Work in Progress      139,321       128,599 

  Total Property, Plant and Equipment      2,890,271       2,863,440 
  Accumulated Depreciation and Amortization      962,785       943,889 

  TOTAL PROPERTY, PLANT AND EQUIPMENT – NET      1,927,486       1,919,551 

                
  OTHER NONCURRENT ASSETS             

  Regulatory Assets      214,765       216,360 
  Long-term Risk Management Assets      2,880       3,484 
  Employee Benefits and Pension Assets      13,804       11,446 
  Deferred Charges and Other Noncurrent Assets       14,618       20,207 

  TOTAL OTHER NONCURRENT ASSETS      246,067       251,497 

                
  TOTAL ASSETS   $  2,322,182    $  2,349,457 

                
  See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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  KENTUCKY POWER COMPANY 

  CONDENSED BALANCE SHEETS 

  LIABILITIES AND COMMON SHAREHOLDER'S EQUITY 

  March 31, 2014 and December 31, 2013 

  (Unaudited) 

    

          March 31,   December 31, 
      2014    2013  

        (in thousands) 

  CURRENT LIABILITIES             

  Advances from Affiliates    $  49,404    $  8,564 
  Accounts Payable:          
    General      42,993       21,619 
    Affiliated Companies      25,648       39,171 
  Risk Management Liabilities      905       1,828 
  Customer Deposits      25,289       25,211 
  Deferred Income Taxes      10,055       6,486 
  Accrued Taxes       26,216       20,801 
  Accrued Interest      5,640       6,678 
  Regulatory Liability for Over-Recovered Fuel Costs      -       2,851 
  Other Current Liabilities      20,681       19,411 

  TOTAL CURRENT LIABILITIES      206,831       152,620 

                
  NONCURRENT LIABILITIES             

  Long-term Debt – Nonaffiliated      729,430       729,389 
  Long-term Debt – Affiliated      20,000       20,000 
  Long-term Risk Management Liabilities      1,630       2,105 
  Deferred Income Taxes      546,344       549,672 
  Regulatory Liabilities and Deferred Investment Tax Credits      24,490       22,926 
  Employee Benefits and Pension Obligations      7,754       6,041 
  Deferred Credits and Other Noncurrent Liabilities      27,155       27,335 

  TOTAL NONCURRENT LIABILITIES      1,356,803       1,357,468 

                
  TOTAL LIABILITIES      1,563,634       1,510,088 

                
  Rate Matters (Note 4)             
  Commitments and Contingencies (Note 5)             
                
  COMMON SHAREHOLDER’S EQUITY             

  Common Stock – Par Value – $50 Per Share:             
    Authorized – 2,000,000 Shares            
    Outstanding – 1,009,000 Shares      50,450       50,450 
  Paid-in Capital      517,460       614,648 
  Retained Earnings      197,239       179,691 
  Accumulated Other Comprehensive Income (Loss)      (6,601)      (5,420)

  TOTAL COMMON SHAREHOLDER’S EQUITY      758,548       839,369 

                
  TOTAL LIABILITIES AND COMMON SHAREHOLDER'S EQUITY   $  2,322,182    $  2,349,457 

                
  See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF CASH FLOWS 

For the Three Months Ended March 31, 2014 and 2013 

(in thousands) 

(Unaudited) 

  
         Three Months Ended March 31, 

    2014    2013  

OPERATING ACTIVITIES     

Net Income   $  32,548   $  14,403 
Adjustments to Reconcile Net Income to Net Cash Flows from Operating         
  Activities:       
    Depreciation and Amortization    23,522    23,109 
    Deferred Income Taxes    2,118    7,924 
    Allowance for Equity Funds Used During Construction    (1,456)   (261)
    Mark-to-Market of Risk Management Contracts    (707)   1,798 

    Property Taxes    3,784    3,603 
    Fuel Over/Under-Recovery, Net    (13,445)   (7,945)
    Change in Other Noncurrent Assets    626    373 
    Change in Other Noncurrent Liabilities    717    1,017 
    Changes in Certain Components of Working Capital:         
      Accounts Receivable, Net    (11,786)   15,743 
      Fuel, Materials and Supplies    49,679    25,257 
      Accounts Payable    (505)   (35,052)
      Accrued Taxes, Net     10,629    (76)
      Accrued Interest    (1,038)   (5,229)
      Other Current Assets    (1,530)   904 
      Other Current Liabilities    1,481    (6,083)

Net Cash Flows from Operating Activities    94,637    39,485 

          
INVESTING ACTIVITIES         

Construction Expenditures    (20,979)   (35,241)
Acquisitions of Assets    (1,036)   (18)

Proceeds from Sales of Assets    85    1,255 

Other Investing Activities    98    - 

Net Cash Flows Used for Investing Activities    (21,832)   (34,004)

          
FINANCING ACTIVITIES         

Capital Contribution from (Returned to) Parent    (100,000)   231 
Change in Advances from Affiliates, Net    40,840    (2,320)
Principal Payments for Capital Lease Obligations    (1,208)   (317)
Dividends Paid on Common Stock    (15,000)   (3,892)
Other Financing Activities    3,064    197 

Net Cash Flows Used for Financing Activities    (72,304)   (6,101)

          
Net Increase (Decrease) in Cash and Cash Equivalents    501    (620)
Cash and Cash Equivalents at Beginning of Period    743    1,482 

Cash and Cash Equivalents at End of Period   $  1,244   $  862 

          
SUPPLEMENTARY INFORMATION         

Cash Paid for Interest, Net of Capitalized Amounts   $  9,888   $  16,596 
Net Cash Paid for Income Taxes    -    111 
Noncash Acquisitions Under Capital Leases    596    721 
Construction Expenditures Included in Current Liabilities as of March 31,    15,540    19,185 
      
See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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1.  SIGNIFICANT ACCOUNTING MATTERS 

 

General 

 
The unaudited condensed financial statements and footnotes were prepared in accordance with GAAP for interim 
financial information.  Accordingly, they do not include all of the information and footnotes required by GAAP for 
complete annual financial statements. 
 
In the opinion of management, the unaudited condensed interim financial statements reflect all normal and recurring 
accruals and adjustments necessary for a fair presentation of the net income, financial position and cash flows for the 
interim periods.  Net income for the three months ended March 31, 2014 is not necessarily indicative of results that 
may be expected for the year ending December 31, 2014.  The condensed financial statements are unaudited and 
should be read in conjunction with the audited 2013 financial statements and notes thereto, which are included in 
KPCo’s 2013 Annual Report. 
 
Management reviewed subsequent events through April 25, 2014, the date that the first quarter 2014 report was 
issued. 
 
Revenue Recognition 
 
Electricity Supply and Delivery Activities – Transactions with PJM 

 
Revenues are recognized from retail and wholesale electricity sales and electricity transmission and distribution 
delivery services.  KPCo recognizes the revenues on the statements of income upon delivery of the energy to the 
customer and include unbilled as well as billed amounts. 
 
KPCo sells power produced at its generation plants to PJM and purchase power from PJM to supply its retail load.  
These power sales and purchases for retail load are netted hourly for financial reporting purposes.  On an hourly net 
basis, KPCo records sales of power to PJM in excess of purchases of power as revenues.  Also, on an hourly net 
basis, KPCo records purchases of power from PJM to serve retail load in excess of sales of power to PJM as 
Purchased Electricity for Resale.  Upon termination of the Interconnection Agreement, KPCo manages and accounts 
for its purchases and sales with PJM individually based on market prices. 
 
2.  NEW ACCOUNTING PRONOUNCEMENT 

 

Upon issuance of final pronouncements, management reviews the new accounting literature to determine its 
relevance, if any, to KPCo’s business.  The following summary of a final pronouncement will impact the financial 
statements. 

 
ASU 2014-08 “Presentation of Financial Statements and Property, Plant and Equipment” (ASU 2014-08) 
 

In April 2014, the FASB issued ASU 2014-08 changing the presentation of discontinued operations on the 
statements of income and other requirements for reporting discontinued operations.  Under the new standard, a 
disposal of a component or a group of components of an entity is required to be reported in discontinued operations 
if the disposal represents a strategic shift that has (or will have) a major effect on an entity’s operations and financial 
results when the component meets the criteria to be classified as held for sale or is disposed.  The amendments in 
this update also require additional disclosures about discontinued operations and disposal of an individually 
significant component of an entity that does not qualify for discontinued operations.  This standard must be 
prospectively applied to all reporting periods presented in financial reports issued after the effective date.  Early 
adoption is permitted for disposals that have not been reported in financial statements previously issued or available 
for issuance. 
 
The new accounting guidance is effective for interim and annual periods beginning after December 15, 2014.  If 
applicable, this standard will change the presentation of financial statements but will not affect the calculation of net 
income, comprehensive income or earnings per share.  Management plans to adopt ASU 2014-08 effective January 
1, 2015. 
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3.  COMPREHENSIVE INCOME 

 

Presentation of Comprehensive Income 

 
The following tables provide the components of changes in AOCI for the three months ended March 31, 2014 and 
2013.  All amounts in the following tables are presented net of related income taxes. 
 
  Changes in Accumulated Other Comprehensive Income (Loss) by Component 

  For the Three Months Ended March 31, 2014 

    

        Cash Flow Hedges             

              Interest Rate and   Pension       

        Commodity   Foreign Currency   and OPEB   Total 

        (in thousands) 

  Balance in AOCI as of December 31, 2013 $  23 $  (222) $  (5,221) $  (5,420)

  Change in Fair Value Recognized in AOCI    326      -          326 

  Amounts Reclassified from AOCI    (332)     16    117    (199)

  Net Current Period Other                       

      Comprehensive Income    (6)     16    117    127 

  Pension and OPEB Adjustment Related to           

      Kammer Plant    -      -    (1,308)    (1,308)

  Balance in AOCI as of March 31, 2014 $  17 $  (206) $  (6,412) $  (6,601)

              
  Changes in Accumulated Other Comprehensive Income (Loss) by Component 

  For the Three Months Ended March 31, 2013 

    

        Cash Flow Hedges             

              Interest Rate and   Pension       

        Commodity   Foreign Currency   and OPEB   Total 

        (in thousands) 

  Balance in AOCI as of December 31, 2012 $  (127) $  (282) $  (19,585) $  (19,994)

  Change in Fair Value Recognized in AOCI    161      -      -      161 

  Amounts Reclassified from AOCI    42      15    248    305 

  Net Current Period Other                       

      Comprehensive Income    203      15    248    466 

  Balance in AOCI as of March 31, 2013 $  76 $  (267) $  (19,337) $  (19,528)
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Reclassifications Out of Accumulated Other Comprehensive Income 
 

The following table provides details of reclassifications from AOCI for the three months ended March 31, 2014 and 
2013.     
 

  Reclassifications from Accumulated Other Comprehensive Income (Loss) 
  For the Three Months Ended March 31, 2014 and 2013 
                    
          Amount of (Gain) Loss 

          Reclassified from AOCI 

                  
          Three Months Ended March 31, 

          2014    2013  

  Gains and Losses on Cash Flow Hedges   (in thousands) 

  Commodity:   
      Electric Generation, Transmission and Distribution Revenues   $  - $  19 
      Purchased Electricity for Resale    (452)    54 
      Other Operation Expense      (3)    (3)
      Maintenance Expense    (5)    (2)
      Property, Plant and Equipment      (6)    (4)
      Regulatory Assets/(Liabilities), Net (a)      (43)    - 

  Subtotal - Commodity    (509)    64 

            
  Interest Rate and Foreign Currency:     
      Interest Expense    23    23 

  Subtotal - Interest Rate and Foreign Currency    23    23 

                    
  Reclassifications from AOCI, before Income Tax (Expense) Credit      (486)    87 
  Income Tax (Expense) Credit      (170)    30 

  Reclassifications from AOCI, Net of Income Tax (Expense) Credit      (316)     57 

                    
  Pension and OPEB             

  Amortization of Prior Service Cost (Credit)      (54)     (91)
  Amortization of Actuarial (Gains)/Losses      234      472 

  Reclassifications from AOCI, before Income Tax (Expense) Credit      180      381 
  Income Tax (Expense) Credit      63      133 

  Reclassifications from AOCI, Net of Income Tax (Expense) Credit      117      248 

                    
  Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit   $  (199)  $  305 

 

(a) Represents realized gains and losses subject to regulatory accounting treatment recorded as either current or 
noncurrent on the condensed balance sheets. 

 

4.  RATE MATTERS  
 

As discussed in KPCo’s 2013 Annual Report, KPCo is involved in rate and regulatory proceedings at the FERC and 
the KPSC.  The Rate Matters note within KPCo’s 2013 Annual Report should be read in conjunction with this report 
to gain a complete understanding of material rate matters still pending that could impact net income, cash flows and 
possibly financial condition.  The following discusses ratemaking developments in 2014 and updates KPCo’s 2013 
Annual Report. 
 

Regulatory Assets Not Yet Being Recovered               

          March 31,   December 31,    

          2014    2013    

  Noncurrent Regulatory Assets   (in thousands)  

  Regulatory assets not yet being recovered pending future proceedings:              

                 

  Regulatory Assets Currently Not Earning a Return           
    Storm Related Costs   $  12,146   $  12,146   

  Total Regulatory Assets Not Yet Being Recovered   $  12,146   $  12,146   
 

If these costs are ultimately determined not to be recoverable, it could reduce future net income and cash flows and 
impact financial condition.  
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Plant Transfer 
 

In October 2012, the AEP East Companies submitted several filings with the FERC.  In December 2012, KPCo filed 
a request with the KPSC for approval to transfer at net book value to KPCo a one-half interest in the Mitchell Plant, 
comprising 780 MW of average annual generating capacity.  KPCo also requested that costs related to the Big Sandy 
Plant, Unit 2 FGD project be established as a regulatory asset.  As of March 31, 2014, the net book value of Big 
Sandy Plant, Unit 2 was $247 million, before cost of removal, including materials and supplies inventory and CWIP.   
 
In October 2013, the KPSC issued an order approving a modified settlement agreement between KPCo, Kentucky 
Industrial Utility Customers, Inc. and the Sierra Club.  The modified settlement approved the transfer of a one-half 
interest in the Mitchell Plant to KPCo at net book value on December 31, 2013 with the limitation that the net book 
value of the Mitchell Plant transfer not exceed the amount to be determined by a WVPSC order.  The WVPSC order 
was subsequently issued in December 2013, but the WVPSC deferred a decision on the transfer of the one-half 
interest in the Mitchell Plant to APCo.  The settlement also included the implementation of an Asset Transfer Rider 
to collect $44 million annually effective January 2014, subject to true-up, and allowed KPCo to retain any off-
system sales margins above the $15.3 million annual level in base rates.  Additionally, the settlement allows for 
KPCo to file a Certificate of Public Convenience and Necessity to convert Big Sandy Plant, Unit 1 to natural gas, 
provided the cost is approximately $60 million, and addressed potential greenhouse gas initiatives on the Mitchell 
Plant.  The settlement also approved recovery, including a return, of coal-related retirement costs related to Big 
Sandy Plant over 25 years when base rates are set in the next base rate case (no earlier than June 2015), but rejected 
KPCo’s request to defer FGD project costs for Big Sandy Plant, Unit 2.  As a result of this order, in 2013, KPCo 
recorded a pretax regulatory disallowance of $33 million in Asset Impairments and Other Related Charges on the 
statement of income.  In December 2013, the Attorney General filed an appeal with the Franklin County Circuit 
Court.  In December 2013, KPCo filed motions with the Franklin County Circuit Court to dismiss the appeal.  A 
hearing on the motions to dismiss was held in January 2014.  In December 2013, the transfer of a one-half interest in 
the Mitchell Plant to KPCo was completed.  If any part of the KPSC order is overturned, it could reduce future net 
income and cash flows and impact financial condition.     
 
5.  COMMITMENTS, GUARANTEES AND CONTINGENCIES 

 
KPCo is subject to certain claims and legal actions arising in its ordinary course of business.  In addition, KPCo’s 
business activities are subject to extensive governmental regulation related to public health and the environment.  
The ultimate outcome of such pending or potential litigation cannot be predicted.  For current proceedings not 
specifically discussed below, management does not anticipate that the liabilities, if any, arising from such 
proceedings would have a material effect on the financial statements.  The Commitments, Guarantees and 
Contingencies note within KPCo’s 2013 Annual Report should be read in conjunction with this report. 
 
GUARANTEES 
 

Liabilities for guarantees are recorded in accordance with the accounting guidance for “Guarantees.”  There is no 
collateral held in relation to any guarantees.  In the event any guarantee is drawn, there is no recourse to third parties 
unless specified below. 
 
Indemnifications and Other Guarantees 
 
Contracts 

 
KPCo enters into certain types of contracts which require indemnifications.  Typically these contracts include, but 
are not limited to, sale agreements, lease agreements, purchase agreements and financing agreements.  Generally, 
these agreements may include, but are not limited to, indemnifications around certain tax, contractual and 
environmental matters.  With respect to sale agreements, exposure generally does not exceed the sale price.  As of 
March 31, 2014, there were no material liabilities recorded for any indemnifications. 
 
KPCo is jointly and severally liable for activity conducted by AEPSC on behalf of the AEP East Companies related 
to power purchase and sale activity conducted pursuant to the SIA. 
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Master Lease Agreements 

 
KPCo leases certain equipment under master lease agreements.  Under the lease agreements, the lessor is guaranteed 
a residual value up to a stated percentage of either the unamortized balance or the equipment cost at the end of the 
lease term.  If the actual fair value of the leased equipment is below the guaranteed residual value at the end of the 
lease term, KPCo is committed to pay the difference between the actual fair value and the residual value guarantee.  
Historically, at the end of the lease term the fair value has been in excess of the unamortized balance.  As of March 
31, 2014, the maximum potential loss for these lease agreements was approximately $1.2 million assuming the fair 
value of the equipment is zero at the end of the lease term.   
 

6.  BENEFIT PLANS 
 

KPCo participates in an AEP sponsored qualified pension plan and an unfunded nonqualified pension plan.  
Substantially all of KPCo’s employees are covered by the qualified plan or both the qualified and nonqualified 
pension plans.  KPCo also participates in OPEB plans sponsored by AEP to provide health and life insurance 
benefits for retired employees. 
 
Components of Net Periodic Benefit Cost 
 
The following table provides the components of KPCo’s net periodic benefit cost (credit) for the plans for the three 
months ended March 31, 2014 and 2013: 
 
      Other Postretirement 
  Pension Plans   Benefit Plans 

  Three Months Ended March 31,   Three Months Ended March 31, 
  2014    2013    2014    2013  

  (in thousands) 
Service Cost $  575   $  470   $  118   $  208 
Interest Cost    2,010      1,827      601      643 
Expected Return on Plan Assets    (2,418)     (2,564)     (1,060)     (1,030)
Amortization of Prior Service Cost (Credit)    14      14      (606)     (611)
Amortization of Net Actuarial Loss    1,117      1,651      187      588 

Net Periodic Benefit Cost (Credit) $  1,298   $  1,398   $  (760)  $  (202)

 
7.  BUSINESS SEGMENTS 

 
KPCo has one reportable segment, an integrated electricity generation, transmission and distribution business.  
KPCo’s other activities are insignificant. 
 

8.  DERIVATIVES AND HEDGING 

 

OBJECTIVES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS 
 
KPCo is exposed to certain market risks as a major power producer and marketer of wholesale electricity, natural 
gas, coal and emission allowances.  These risks include commodity price risk, interest rate risk, credit risk and, to a 
lesser extent, foreign currency exchange risk.  These risks represent the risk of loss that may impact KPCo due to 
changes in the underlying market prices or rates.  AEPSC, on behalf of KPCo, manages these risks using derivative 
instruments. 
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STRATEGIES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS TO ACHIEVE OBJECTIVES 
 
Risk Management Strategies 
 
The strategy surrounding the use of derivative instruments primarily focuses on managing risk exposures, future 
cash flows and creating value utilizing both economic and formal hedging strategies.  The risk management 
strategies also include the use of derivative instruments for trading purposes, focusing on seizing market 
opportunities to create value driven by expected changes in the market prices of the commodities in which AEPSC 
transacts on behalf of KPCo.  To accomplish these objectives, AEPSC, on behalf of KPCo, primarily employs risk 
management contracts including physical and financial forward purchase-and-sale contracts and, to a lesser extent,  
OTC swaps and options.  Not all risk management contracts meet the definition of a derivative under the accounting 
guidance for “Derivatives and Hedging.”  Derivative risk management contracts elected normal under the normal 
purchases and normal sales scope exception are not subject to the requirements of this accounting guidance. 
 
AEPSC, on behalf of KPCo, enters into power, coal, natural gas, interest rate and, to a lesser extent, heating oil, 
gasoline and other commodity contracts to manage the risk associated with the energy business.  AEPSC, on behalf 
of KPCo, enters into interest rate derivative contracts in order to manage the interest rate exposure associated with 
KPCo’s commodity portfolio.  For disclosure purposes, such risks are grouped as “Commodity,” as these risks are 
related to energy risk management activities.  AEPSC, on behalf of KPCo, also engages in risk management of 
interest rate risk associated with debt financing and foreign currency risk associated with future purchase obligations 
denominated in foreign currencies.  The amount of risk taken is determined by the Commercial Operations and 
Finance groups in accordance with the established risk management policies as approved by the Finance Committee 
of AEP’s Board of Directors. 
 
The following table represents the gross notional volume of the KPCo’s outstanding derivative contracts as of 
March 31, 2014 and December 31, 2013: 
 
  Notional Volume of Derivative Instruments 
                      

        Volume     

          March 31,     December 31,   Unit of 

        2014      2013    Measure 

        (in thousands)   

  Commodity:               
    Power      5,900      10,071   MWhs 
    Coal      447      2   Tons 
    Natural Gas      398      509   MMBtus 
    Heating Oil and Gasoline      190      261   Gallons 
    Interest Rate   $  2,236   $  2,615   USD 
 
Fair Value Hedging Strategies 

 
AEPSC, on behalf of KPCo, enters into interest rate derivative transactions as part of an overall strategy to manage 
the mix of fixed-rate and floating-rate debt.  Certain interest rate derivative transactions effectively modify KPCo’s 
exposure to interest rate risk by converting a portion of KPCo’s fixed-rate debt to a floating rate.  Provided specific 
criteria are met, these interest rate derivatives are designated as fair value hedges. 
 
Cash Flow Hedging Strategies 
 
AEPSC, on behalf of KPCo, enters into and designates as cash flow hedges certain derivative transactions for the 
purchase and sale of power and natural gas (“Commodity”) in order to manage the variable price risk related to the 
forecasted purchase and sale of these commodities.  Management monitors the potential impacts of commodity price 
changes and, where appropriate, enters into derivative transactions to protect profit margins for a portion of future 
electricity sales and fuel or energy purchases.  KPCo does not hedge all commodity price risk.   
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KPCo’s vehicle fleet is exposed to gasoline and diesel fuel price volatility.  AEPSC, on behalf of KPCo, enters into 
financial heating oil and gasoline derivative contracts in order to mitigate price risk of future fuel purchases.  Cash 
flow hedge accounting for these derivative contracts was discontinued effective March 31, 2014.  For disclosure 
purposes, these contracts were included with other hedging activities as “Commodity” as of December 31, 2013.  As 
of March 31, 2014, these contracts will be grouped as “Commodity” with other risk management activities.  KPCo 
does not hedge all fuel price risk. 
 
AEPSC, on behalf of KPCo, enters into a variety of interest rate derivative transactions in order to manage interest 
rate risk exposure.  Some interest rate derivative transactions effectively modify exposure to interest rate risk by 
converting a portion of floating-rate debt to a fixed rate.  AEPSC, on behalf of KPCo, also enters into interest rate 
derivative contracts to manage interest rate exposure related to future borrowings of fixed-rate debt.  The forecasted 
fixed-rate debt offerings have a high probability of occurrence as the proceeds will be used to fund existing debt 
maturities and projected capital expenditures.  KPCo does not hedge all interest rate exposure. 
 
At times, KPCo is exposed to foreign currency exchange rate risks primarily when KPCo purchases certain fixed 
assets from foreign suppliers.  In accordance with AEP’s risk management policy, AEPSC, on behalf of KPCo, may 
enter into foreign currency derivative transactions to protect against the risk of increased cash outflows resulting 
from a foreign currency’s appreciation against the dollar.  KPCo does not hedge all foreign currency exposure. 
 
ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND THE IMPACT ON KPCo’s FINANCIAL 

STATEMENTS 

 
The accounting guidance for “Derivatives and Hedging” requires recognition of all qualifying derivative instruments 
as either assets or liabilities on the condensed balance sheets at fair value.  The fair values of derivative instruments 
accounted for using MTM accounting or hedge accounting are based on exchange prices and broker quotes.  If a 
quoted market price is not available, the estimate of fair value is based on the best information available including 
valuation models that estimate future energy prices based on existing market and broker quotes, supply and demand 
market data and assumptions.  In order to determine the relevant fair values of the derivative instruments, KPCo 
applies valuation adjustments for discounting, liquidity and credit quality. 
 
Credit risk is the risk that a counterparty will fail to perform on the contract or fail to pay amounts due.  Liquidity 
risk represents the risk that imperfections in the market will cause the price to vary from estimated fair value based 
upon prevailing market supply and demand conditions.  Since energy markets are imperfect and volatile, there are 
inherent risks related to the underlying assumptions in models used to fair value risk management contracts.  
Unforeseen events may cause reasonable price curves to differ from actual price curves throughout a contract’s term 
and at the time a contract settles.  Consequently, there could be significant adverse or favorable effects on future net 
income and cash flows if market prices are not consistent with management’s estimates of current market consensus 
for forward prices in the current period.  This is particularly true for longer term contracts.  Cash flows may vary 
based on market conditions, margin requirements and the timing of settlement of KPCo’s risk management 
contracts. 
 
According to the accounting guidance for “Derivatives and Hedging,” KPCo reflects the fair values of derivative 
instruments subject to netting agreements with the same counterparty net of related cash collateral.  For certain risk 
management contracts, KPCo is required to post or receive cash collateral based on third party contractual 
agreements and risk profiles.  For the March 31, 2014 and December 31, 2013 condensed balance sheets, KPCo 
netted $7 thousand and $0 thousand, respectively, of cash collateral received from third parties against short-term 
and long-term risk management assets and $280 thousand and $1 million, respectively, of cash collateral paid to 
third parties against short-term and long-term risk management liabilities. 
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The following tables represent the gross fair value impact of KPCo’s derivative activity on the condensed balance 
sheets as of March 31, 2014 and December 31, 2013: 
 

Fair Value of Derivative Instruments 
March 31, 2014 

                                  
                    Gross Amounts  Gross  Net Amounts of 

                    of Risk   Amounts  Assets/Liabilities 

      Risk Management        Management  Offset in the   Presented in the  

      Contracts  Hedging Contracts  Assets/  Statement of  Statement of  

                 Interest  Liabilities  Financial   Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)  Rate (a)  Recognized  Position (b)  Position (c)  

      (in thousands) 

Current Risk Management Assets   $  8,291   $  46   $  -   $  8,337 $  (4,060)  $  4,277 

Long-term Risk Management Assets      3,557      -      -      3,557  (677)     2,880 

Total Assets      11,848      46      -      11,894  (4,737)     7,157 

                        
Current Risk Management Liabilities      5,151      18      -      5,169  (4,264)     905 

Long-term Risk Management Liabilities       2,376      -      -      2,376  (746)     1,630 

Total Liabilities      7,527      18      -      7,545  (5,010)     2,535 

                        
Total MTM Derivative Contract Net                         

  Assets (Liabilities)   $  4,321   $  28   $  -   $  4,349 $  273   $  4,622 

                            
Fair Value of Derivative Instruments 

December 31, 2013 

                                  
                    Gross Amounts  Gross  Net Amounts of 

                    of Risk   Amounts  Assets/Liabilities 

      Risk Management               Management   Offset in the    Presented in the  

      Contracts     Hedging Contracts Assets/  Statement of  Statement of  

                 Interest  Liabilities  Financial   Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)   Rate (a)  Recognized  Position (b)  Position (c)  

      (in thousands) 

Current Risk Management Assets   $  9,520   $  85   $  -   $  9,605 $  (5,249)  $  4,356 

Long-term Risk Management Assets      4,306      -      -      4,306  (822)     3,484 

Total Assets      13,826      85      -      13,911  (6,071)     7,840 

                        
Current Risk Management Liabilities      7,583      65      -      7,648  (5,820)     1,828 

Long-term Risk Management Liabilities       2,970      -      -      2,970  (865)     2,105 

Total Liabilities      10,553      65      -      10,618  (6,685)     3,933 

                        
Total MTM Derivative Contract Net                         

   Assets (Liabilities)   $  3,273   $  20   $  -   $  3,293 $  614   $  3,907 

 
(a) Derivative instruments within these categories are reported gross.  These instruments are subject to master netting agreements and are presented on 

the condensed balance sheets on a net basis in accordance with the accounting guidance for "Derivatives and Hedging." 
(b) Amounts include counterparty netting of risk management and hedging contracts and associated cash collateral in accordance with the accounting 

guidance for "Derivatives and Hedging."    
(c) There are no derivative contracts subject to a master netting arrangement or similar agreement which are not offset in the statement of financial 

position.  
 

The table below presents KPCo’s activity of derivative risk management contracts for the three months ended March 
31, 2014 and 2013: 
 

  Amount of Gain (Loss) Recognized on    

  Risk Management Contracts   

  For the Three Months Ended March 31, 2014 and 2013   

                    
  Location of Gain (Loss)   2014      2013    

        (in thousands)   

  Electric Generation, Transmission and Distribution Revenues   $  6,940 $  596 
  Fuel and Other Consumables Used for Electric Generation      1    - 
  Regulatory Assets (a)      -  - 
  Regulatory Liabilities (a)      1,120  (467)

  Total Gain on Risk Management Contracts   $  8,061 $  129 

            

  
(a) Represents realized and unrealized gains and losses subject to regulatory accounting treatment recorded 

as either current or noncurrent on the condensed balance sheets. 
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Certain qualifying derivative instruments have been designated as normal purchase or normal sale contracts, as 
provided in the accounting guidance for “Derivatives and Hedging.”  Derivative contracts that have been designated 
as normal purchases or normal sales under that accounting guidance are not subject to MTM accounting treatment 
and are recognized on the condensed statements of income on an accrual basis. 
 
KPCo’s accounting for the changes in the fair value of a derivative instrument depends on whether it qualifies for 
and has been designated as part of a hedging relationship and further, on the type of hedging relationship.  
Depending on the exposure, management designates a hedging instrument as a fair value hedge or a cash flow 
hedge. 
 
For contracts that have not been designated as part of a hedging relationship, the accounting for changes in fair value 
depends on whether the derivative instrument is held for trading purposes.  Unrealized and realized gains and losses 
on derivative instruments held for trading purposes are included in revenues on a net basis on KPCo’s condensed 
statements of income.  Unrealized and realized gains and losses on derivative instruments not held for trading 
purposes are included in revenues or expenses on KPCo’s condensed statements of income depending on the 
relevant facts and circumstances.  However, unrealized and some realized gains and losses for both trading and non-
trading derivative instruments are recorded as regulatory assets (for losses) or regulatory liabilities (for gains), in 
accordance with the accounting guidance for “Regulated Operations.” 
 
Accounting for Fair Value Hedging Strategies 
 
For fair value hedges (i.e. hedging the exposure to changes in the fair value of an asset, liability or an identified 
portion thereof attributable to a particular risk), the gain or loss on the derivative instrument as well as the offsetting 
gain or loss on the hedged item associated with the hedged risk affects Net Income during the period of change. 
 
KPCo records realized and unrealized gains or losses on interest rate swaps that qualify for fair value hedge 
accounting treatment and any offsetting changes in the fair value of the debt being hedged in Interest Expense on 
KPCo’s condensed statements of income.  During the three months ended March 31, 2014 and 2013, KPCo did not 
designate any fair value hedging strategies. 
 
Accounting for Cash Flow Hedging Strategies 
 
For cash flow hedges (i.e. hedging the exposure to variability in expected future cash flows that is attributable to a 
particular risk), KPCo initially reports the effective portion of the gain or loss on the derivative instrument as a 
component of Accumulated Other Comprehensive Income (Loss) on the condensed balance sheets until the period 
the hedged item affects Net Income.  KPCo recognizes any hedge ineffectiveness as a regulatory asset (for losses) or 
a regulatory liability (for gains). 
 
Realized gains and losses on derivative contracts for the purchase and sale of power, coal and natural gas designated 
as cash flow hedges are included in Revenues, Fuel and Other Consumables Used for Electric Generation or 
Purchased Electricity for Resale on KPCo’s condensed statements of income, or in Regulatory Assets or Regulatory 
Liabilities on KPCo’s condensed balance sheets, depending on the specific nature of the risk being hedged.  During 
the three months ended March 31, 2014 and 2013, KPCo designated power, coal and natural gas derivatives as cash 
flow hedges. 
 
KPCo reclassifies gains and losses on heating oil and gasoline derivative contracts designated as cash flow hedges 
from Accumulated Other Comprehensive Income (Loss) on its condensed balance sheets into Other Operation 
expense, Maintenance expense or Depreciation and Amortization expense, as it relates to capital projects, on the 
condensed statements of income.  During the three months ended March 31, 2013, KPCo designated heating oil and 
gasoline derivatives as cash flow hedges.  KPCo discontinued cash flow hedge accounting for these derivative 
contracts effective March 31, 2014. 
 
KPCo reclassifies gains and losses on interest rate derivative hedges related to debt financings from Accumulated 
Other Comprehensive Income (Loss) on its condensed balance sheets into Interest Expense on its condensed 
statements of income in those periods in which hedged interest payments occur.  During the three months ended 
March 31, 2014 and 2013, KPCo did not designate any interest rate derivatives as cash flow hedges. 
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The accumulated gains or losses related to foreign currency hedges are reclassified from Accumulated Other 
Comprehensive Income (Loss) on KPCo’s condensed balance sheets into Depreciation and Amortization expense on 
the condensed statements of income over the depreciable lives of the fixed assets designated as the hedged items in 
qualifying foreign currency hedging relationships.  During the three months ended March 31, 2014 and 2013, KPCo 
did not designate any foreign currency derivatives as cash flow hedges. 
 
During the three months ended March 31, 2014 and 2013, hedge ineffectiveness was immaterial or nonexistent for 
all cash flow hedge strategies disclosed above. 
 
For details on designated, effective cash flow hedges included in Accumulated Other Comprehensive Income (Loss) 
on KPCo’s condensed balance sheets and the reasons for changes in cash flow hedges for the three months ended 
March 31, 2014 and 2013, see Note 3. 
 

Cash flow hedges included in Accumulated Other Comprehensive Income (Loss) on KPCo’s condensed balance 
sheets as of March 31, 2014 and December 31, 2013 were: 
 
  Impact of Cash Flow Hedges on the Condensed Balance Sheet 
  March 31, 2014 
                        
          Commodity   Interest Rate   Total 

          (in thousands) 

  Hedging Assets (a)   $  43 $  - $  43 
  Hedging Liabilities (a)      15    -    15 
  AOCI Gain (Loss) Net of Tax      17      (206)     (189)
  Portion Expected to be Reclassified to Net             
    Income During the Next Twelve Months      17      (60)    (43)
                          

  Impact of Cash Flow Hedges on the Condensed Balance Sheet 
  December 31, 2013 
                        
          Commodity   Interest Rate   Total 

          (in thousands) 

  Hedging Assets (a)   $  79 $  - $  79 
  Hedging Liabilities (a)      59    -    59 
  AOCI Gain (Loss) Net of Tax      23      (222)     (199)
  Portion Expected to be Reclassified to Net             
    Income During the Next Twelve Months      23      (60)    (37)
 

(a) Hedging Assets and Hedging Liabilities are included in Risk Management Assets and Liabilities on 
KPCo’s condensed balance sheets. 

 
The actual amounts that KPCo reclassifies from Accumulated Other Comprehensive Income (Loss) to Net Income 
can differ from the estimate above due to market price changes.  As of March 31, 2014, the maximum length of time 
that KPCo is hedging (with contracts subject to the accounting guidance for “Derivatives and Hedging”) its 
exposure to variability in future cash flows related to forecasted transactions was 2 months. 
 
Credit Risk 
 
AEPSC, on behalf of KPCo, limits credit risk in KPCo’s wholesale marketing and trading activities by assessing the 
creditworthiness of potential counterparties before entering into transactions with them and continuing to evaluate 
their creditworthiness on an ongoing basis.  AEPSC, on behalf of KPCo, uses Moody’s, Standard and Poor’s and 
current market-based qualitative and quantitative data as well as financial statements to assess the financial health of 
counterparties on an ongoing basis.   
 
  

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 908 of 1829



19 
 

When AEPSC, on behalf of KPCo, uses standardized master agreements, these agreements may include collateral 
requirements.  These master agreements facilitate the netting of cash flows associated with a single counterparty.  
Cash, letters of credit and parental/affiliate guarantees may be obtained as security from counterparties in order to 
mitigate credit risk.  The collateral agreements require a counterparty to post cash or letters of credit in the event an 
exposure exceeds the established threshold.  The threshold represents an unsecured credit limit which may be 
supported by a parental/affiliate guaranty, as determined in accordance with AEP’s credit policy.  In addition, 
collateral agreements allow for termination and liquidation of all positions in the event of a failure or inability to 
post collateral. 
 

Collateral Triggering Events 

 
Under the tariffs of the RTOs and Independent System Operators (ISOs) and a limited number of derivative and 
non-derivative contracts primarily related to competitive retail auction loads, KPCo is obligated to post an additional 
amount of collateral if certain credit ratings decline below investment grade.  The amount of collateral required 
fluctuates based on market prices and total exposure.  On an ongoing basis, AEP’s risk management organization 
assesses the appropriateness of these collateral triggering items in contracts.  KPCo has not experienced a 
downgrade below investment grade.  The following table represents: (a) KPCo’s fair value of such derivative 
contracts, (b) the amount of collateral KPCo would have been required to post for all derivative and non-derivative 
contracts if the credit ratings had declined below investment grade and (c) how much was attributable to RTO and 
ISO activities as of March 31, 2014 and December 31, 2013: 
 
      March 31, December 31, 

      2014  2013  

      (in thousands) 

  Liabilities for Derivative Contracts with Credit Downgrade Triggers   $  57 $  118 

  Amount of Collateral KPCo Would Have Been Required to Post      1,079  565 

  Amount Attributable to RTO and ISO Activities      981  522 

 

In addition, a majority of KPCo’s non-exchange traded commodity contracts contain cross-default provisions that, if 
triggered, would permit the counterparty to declare a default and require settlement of the outstanding payable.  
These cross-default provisions could be triggered if there was a non-performance event by Parent or the obligor 
under outstanding debt or a third party obligation in excess of $50 million.  On an ongoing basis, AEP’s risk 
management organization assesses the appropriateness of these cross-default provisions in the contracts.  The 
following table represents: (a) the fair value of these derivative liabilities subject to cross-default provisions prior to 
consideration of contractual netting arrangements, (b) the amount this exposure has been reduced by cash collateral 
posted by KPCo and (c) if a cross-default provision would have been triggered, the settlement amount that would be 
required after considering KPCo’s contractual netting arrangements as of March 31, 2014 and December 31, 2013: 
 
      March 31, December 31, 

      2014  2013  

      (in thousands) 

  Liabilities for Contracts with Cross Default Provisions Prior to Contractual             

     Netting Arrangements   $  3,366 $  4,039 

  Amount of Cash Collateral Posted      -  - 

  Additional Settlement Liability if Cross Default Provision is Triggered      2,644  3,817 

 
9.  FAIR VALUE MEASUREMENTS 
 
Fair Value Hierarchy and Valuation Techniques 
 
The accounting guidance for “Fair Value Measurements and Disclosures” establishes a fair value hierarchy that 
prioritizes the inputs used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted prices 
in active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to unobservable 
inputs (Level 3 measurement).  Where observable inputs are available for substantially the full term of the asset or 
liability, the instrument is categorized in Level 2.  When quoted market prices are not available, pricing may be 
completed using comparable securities, dealer values, operating data and general market conditions to determine fair 
value.  Valuation models utilize various inputs such as commodity, interest rate and, to a lesser degree, volatility and 
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credit that include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or 
similar assets or liabilities in inactive markets, market corroborated inputs (i.e. inputs derived principally from, or 
correlated to, observable market data) and other observable inputs for the asset or liability.  The amount of risk taken 
is determined by the Commercial Operations and Finance groups in accordance with established risk management 
policies as approved by the Finance Committee of AEP’s Board of Directors. The AEP System’s market risk 
oversight staff independently monitors the risk policies, procedures and risk levels and provides members of the 
Commercial Operations Risk Committee (Regulated Risk Committee) various daily, weekly and/or monthly reports 
regarding compliance with policies, limits and procedures.  The Regulated Risk Committee consists of AEPSC’s 
Chief Operating Officer, Chief Financial Officer, Executive Vice President of Generation, Senior Vice President of 
Commercial Operations and Chief Risk Officer.  
 
For commercial activities, exchange traded derivatives, namely futures contracts, are generally fair valued based on 
unadjusted quoted prices in active markets and are classified as Level 1.  Level 2 inputs primarily consist of OTC 
broker quotes in moderately active or less active markets, as well as exchange traded contracts where there is 
insufficient market liquidity to warrant inclusion in Level 1.  Management verifies price curves using these broker 
quotes and classifies these fair values within Level 2 when substantially all of the fair value can be corroborated.  
Management typically obtains multiple broker quotes, which are nonbinding in nature, but are based on recent trades 
in the marketplace.  When multiple broker quotes are obtained, the quoted bid and ask prices are averaged.  In 
certain circumstances, a broker quote may be discarded if it is a clear outlier.  Management uses a historical 
correlation analysis between the broker quoted location and the illiquid locations.  If the points are highly correlated, 
these locations are included within Level 2 as well.  Certain OTC and bilaterally executed derivative instruments are 
executed in less active markets with a lower availability of pricing information.  Illiquid transactions, complex 
structured transactions, FTRs and counterparty credit risk may require nonmarket based inputs.  Some of these 
inputs may be internally developed or extrapolated and utilized to estimate fair value.  When such inputs have a 
significant impact on the measurement of fair value, the instrument is categorized as Level 3.  The main driver of the 
contracts being classified as Level 3 is the inability to substantiate energy price curves in the market.  A significant 
portion of the Level 3 instruments have been economically hedged which greatly limits potential earnings volatility. 
 
Fair Value Measurements of Long-term Debt 
 
The fair values of Long-term Debt are based on quoted market prices, without credit enhancements, for the same or 
similar issues and the current interest rates offered for instruments with similar maturities classified as Level 2 
measurement inputs.  These instruments are not marked-to-market.  The estimates presented are not necessarily 
indicative of the amounts that could be realized in a current market exchange. 
 
The book values and fair values of KPCo’s Long-term Debt as of March 31, 2014 and December 31, 2013 are 
summarized in the following table: 
 
      March 31, 2014   December 31, 2013 

      Book Value   Fair Value   Book Value   Fair Value 

      (in thousands) 
  Long-term Debt   $  749,430   $  860,557   $  749,389   $  841,594 
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Fair Value Measurements of Financial Assets and Liabilities 

 

The following tables set forth, by level within the fair value hierarchy, KPCo’s financial assets and liabilities that 
were accounted for at fair value on a recurring basis as of March 31, 2014 and December 31, 2013.  As required by 
the accounting guidance for “Fair Value Measurements and Disclosures,” financial assets and liabilities are 
classified in their entirety based on the lowest level of input that is significant to the fair value measurement.  
Management’s assessment of the significance of a particular input to the fair value measurement requires judgment 
and may affect the valuation of fair value assets and liabilities and their placement within the fair value hierarchy 
levels.  There have not been any significant changes in management’s valuation techniques. 
 

Assets and Liabilities Measured at Fair Value on a Recurring Basis 
March 31, 2014 

                        
      Level 1   Level 2   Level 3   Other   Total 

Assets: (in thousands) 

            
Risk Management Assets             

Risk Management Commodity Contracts (a) (b) $  81 $  9,058 $  2,087 $  (4,112)  $  7,114 
Cash Flow Hedges:             
  Commodity Hedges (a)    -    46    -    (3)     43 

Total Risk Management Assets  $  81 $  9,104 $  2,087 $  (4,115)  $  7,157 

                
Liabilities:           
                

Risk Management Liabilities           

Risk Management Commodity Contracts (a) (b) $  63   $  6,205 $  637 $  (4,385)  $  2,520 
Cash Flow Hedges:               
  Commodity Hedges (a)    -      18    -    (3)     15 

Total Risk Management Liabilities  $  63 $  6,223 $  637 $  (4,388)  $  2,535 

 
Assets and Liabilities Measured at Fair Value on a Recurring Basis 

December 31, 2013 

                        
      Level 1   Level 2   Level 3   Other   Total 

Assets: (in thousands) 

            
Risk Management Assets             

Risk Management Commodity Contracts (a) (b) $  170 $  11,168 $  2,487 $  (6,064)  $  7,761 
Cash Flow Hedges:             
  Commodity Hedges (a)    -    85    -    (6)     79 

Total Risk Management Assets  $  170 $  11,253 $  2,487 $  (6,070)  $  7,840 

                
Liabilities:           
                

Risk Management Liabilities           

Risk Management Commodity Contracts (a) (b) $  144   $  10,092 $  316 $  (6,678)  $  3,874 
Cash Flow Hedges:               
  Commodity Hedges (a)    -      65    -    (6)     59 

Total Risk Management Liabilities  $  144 $  10,157 $  316 $  (6,684)  $  3,933 

 

(a) Amounts in “Other” column primarily represent counterparty netting of risk management and hedging 
contracts and associated cash collateral under the accounting guidance for “Derivatives and Hedging.” 

(b) Substantially comprised of power contracts. 

 

There were no transfers between Level 1 and Level 2 during the three months ended March 31, 2014 and 2013. 
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The following tables set forth a reconciliation of changes in the fair value of net trading derivatives and other 
investments classified as Level 3 in the fair value hierarchy: 
 
        Net Risk Management 

  Three Months Ended March 31, 2014   Assets (Liabilities) 

        (in thousands) 

  Balance as of December 31, 2013   $  2,171 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      5,374 

  Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     

    Relating to Assets Still Held at the Reporting Date (a)      - 

  Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income      - 

  Purchases, Issuances and Settlements (c)      (5,913)

  Transfers into Level 3 (d) (e)      (786)

  Transfers out of Level 3 (e) (f)      (1)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      605 

  Balance as of March 31, 2014   $  1,450 

 
        Net Risk Management 

  Three Months Ended March 31, 2013   Assets (Liabilities) 

        (in thousands) 
  Balance as of December 31, 2012   $  2,199 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      (297)

  Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     

    Relating to Assets Still Held at the Reporting Date (a)      - 

  Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income      - 

  Purchases, Issuances and Settlements (c)      55 

  Transfers into Level 3 (d) (e)      126 

  Transfers out of Level 3 (e) (f)      (107)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      (172)

  Balance as of March 31, 2013   $  1,804 

 
 (a) Included in revenues on KPCo’s condensed statements of income. 

 (b) Represents the change in fair value between the beginning of the reporting period and the settlement of the risk 
management commodity contract. 

 (c) Represents the settlement of risk management commodity contracts for the reporting period. 

 (d) Represents existing assets or liabilities that were previously categorized as Level 2. 

 (e) Transfers are recognized based on their value at the beginning of the reporting period that the transfer occurred. 

 (f) Represents existing assets or liabilities that were previously categorized as Level 3. 

 (g) Relates to the net gains (losses) of those contracts that are not reflected on KPCo’s condensed statements of income.  
These net gains (losses) are recorded as regulatory liabilities/assets. 
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The following tables quantify the significant unobservable inputs used in developing the fair value of Level 3 
positions as of March 31, 2014 and December 31, 2013: 
 
  Significant Unobservable Inputs 
  March 31, 2014 

                                    

    
  

Fair Value 
  

Valuation 
  

Significant   Forward Price Range 
    Assets   Liabilities Technique Unobservable Input (a)   Low   High 

      (in thousands)                     

  Energy Contracts   $  1,327   $  580   Discounted Cash Flow  Forward Market Price    $  13.34   $  59.60 
  FTRs      760      57   Discounted Cash Flow  Forward Market Price       (5.05)     9.17 

  Total   $  2,087   $  637   

              
  Significant Unobservable Inputs 
  December 31, 2013 
                                    
    

  
Fair Value 

  
Valuation 

  
Significant   Forward Price Range 

    Assets   Liabilities Technique Unobservable Input (a)   Low   High 

      (in thousands)                     

  Energy Contracts   $  1,924   $  198   Discounted Cash Flow  Forward Market Price    $  13.04   $  80.50 
  FTRs      563      118   Discounted Cash Flow  Forward Market Price       (5.10)     10.44 

  Total   $  2,487   $  316   

 
(a) Represents market prices in dollars per MWh. 

 
10.  INCOME TAXES 

 

AEP System Tax Allocation Agreement 
 
KPCo joins in the filing of a consolidated federal income tax return with its affiliates in the AEP System.  The 
allocation of the AEP System’s current consolidated federal income tax to the AEP System companies allocates the 
benefit of current tax losses to the AEP System companies giving rise to such losses in determining their current tax 
expense.  The tax benefit of the Parent is allocated to its subsidiaries with taxable income.  With the exception of the 
loss of the Parent, the method of allocation reflects a separate return result for each company in the consolidated 
group. 
 
Federal and State Income Tax Audit Status 
 
The IRS examination of years 2009 and 2010 started in October 2011 and was completed in the second quarter of 
2013.  The IRS examination of years 2011 and 2012 started in April 2014.  Although the outcome of tax audits is 
uncertain, in management’s opinion, adequate provisions for federal income taxes have been made for potential 
liabilities resulting from such matters.  In addition, KPCo accrues interest on these uncertain tax positions.  
Management is not aware of any issues for open tax years that upon final resolution are expected to materially 
impact net income. 
 
KPCo and other AEP subsidiaries file income tax returns in various state and local jurisdictions.  These taxing 
authorities routinely examine the tax returns.  KPCo and other AEP subsidiaries are currently under examination in 
several state and local jurisdictions.  However, it is possible that previously filed tax returns have positions that may 
be challenged by these tax authorities.  Management believes that adequate provisions for income taxes have been 
made for potential liabilities resulting from such challenges and that the ultimate resolution of these audits will not 
materially impact net income.  KPCo is no longer subject to state or local income tax examinations by tax 
authorities for years before 2009. 
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11.  FINANCING ACTIVITIES 
 
Long-term Debt 

 
KPCo did not have any long-term debt issuances or retirements during the first three months of 2014. 
 
Dividend Restrictions 
 
KPCo pays dividends to Parent provided funds are legally available.  Various financing arrangements and regulatory 
requirements may impose certain restrictions on the ability of KPCo to transfer funds to Parent in the form of 
dividends. 
 
Federal Power Act 

 

The Federal Power Act prohibits KPCo from participating “in the making or paying of any dividends of such public 
utility from any funds properly included in capital account.”  The term “capital account” is not defined in the 
Federal Power Act or its regulations.  Management understands “capital account” to mean the book value of the 
common stock.  This restriction does not limit the ability of KPCo to pay dividends out of retained earnings. 
 
Leverage Restrictions 

 
Pursuant to the credit agreement leverage restrictions, KPCo must maintain a percentage of debt to total 
capitalization at a level that does not exceed 67.5%. 
 
Utility Money Pool – AEP System 
 
The AEP System uses a corporate borrowing program to meet the short-term borrowing needs of AEP’s 
subsidiaries.  The corporate borrowing program includes a Utility Money Pool, which funds AEP’s utility 
subsidiaries.  The AEP System Utility Money Pool operates in accordance with the terms and conditions of the AEP 
System Utility Money Pool agreement filed with the FERC.  The amounts of outstanding borrowings from the 
Utility Money Pool as of March 31, 2014 and December 31, 2013 are included in Advances from Affiliates on 
KPCo’s condensed balance sheets.  KPCo’s Utility Money Pool activity and corresponding authorized borrowing 
limits for the three months ended March 31, 2014 are described in the following table: 
 
  Maximum   Maximum   Average   Average   Borrowings   Authorized 
  Borrowings   Loans    Borrowings   Loans    from the Utility   Short-Term 
  from the Utility   to the Utility   from the Utility   to the Utility   Money Pool as of   Borrowing 
  Money Pool   Money Pool   Money Pool   Money Pool   March 31, 2014   Limit 

  (in thousands) 
  $  50,366   $  50,332   $  20,343   $  34,026   $  49,404   $  250,000 

 
Maximum, minimum and average interest rates for funds either borrowed from or loaned to the Utility Money Pool 
for the three months ended March 31, 2014 and 2013 are summarized in the following table: 
 
    Maximum   Minimum   Maximum   Minimum   Average   Average 

    Interest Rate   Interest Rate   Interest Rate   Interest Rate   Interest Rate   Interest Rate 

    for Funds   for Funds   for Funds   for Funds   for Funds   for Funds 

Three Months   Borrowed   Borrowed   Loaned   Loaned   Borrowed   Loaned 

Ended   from the Utility   from the Utility 

  

to the Utility   to the Utility   from the Utility   to the Utility 

March 31,   Money Pool   Money Pool Money Pool   Money Pool   Money Pool   Money Pool 

2014     0.33 %    0.28 %    0.33 %    0.28 %    0.31 %    0.32 % 

2013     0.43 %    0.35 %    0.36 %    0.36 %    0.38 %    0.36 % 
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Sale of Receivables – AEP Credit 
 
Under a sale of receivables arrangement, KPCo sells, without recourse, certain of its customer accounts receivable 
and accrued unbilled revenue balances to AEP Credit and is charged a fee based on AEP Credit’s financing costs, 
administrative costs and uncollectible accounts experience for KPCo’s receivables.  The costs of customer accounts 
receivable sold are reported in Other Operation expense on KPCo’s condensed statements of income.  KPCo 
manages and services its accounts receivable sold. 
 
AEP Credit's receivables securitization agreement provides a commitment of $700 million from bank conduits to 
purchase receivables.  A commitment of $385 million expires in June 2014.  The remaining commitment of $315 
million expires in June 2015.  AEP Credit intends to extend or replace the agreement expiring in June 2014 on or 
before its maturity. 
 
KPCo’s amount of accounts receivable and accrued unbilled revenues sold under the sale of receivables agreement 
was $60 million and $43 million as of March 31, 2014 and December 31, 2013, respectively. 
 
The fees paid by KPCo to AEP Credit for customer accounts receivable sold for the three months ended March 31, 
2014 and 2013 were $763 thousand and $520 thousand, respectively. 
 
KPCo’s proceeds on the sale of receivables to AEP Credit for the three months ended March 31, 2014 and 2013 
were $179 million and $140 million, respectively. 
 
12.  VARIABLE INTEREST ENTITIES 

 
The accounting guidance for “Variable Interest Entities” is a consolidation model that considers if a company has a 
controlling financial interest in a VIE.  A controlling financial interest will have both (a) the power to direct the 
activities of a VIE that most significantly impact the VIE’s economic performance and (b) the obligation to absorb 
losses of the VIE that could potentially be significant to the VIE or the right to receive benefits from the VIE that 
could potentially be significant to the VIE.  Entities are required to consolidate a VIE when it is determined that they 
have a controlling financial interest in a VIE and therefore, are the primary beneficiary of that VIE, as defined by the 
accounting guidance for “Variable Interest Entities.”  In determining whether KPCo is the primary beneficiary of a 
VIE, management considers factors such as equity at risk, the amount of the VIE’s variability KPCo absorbs, 
guarantees of indebtedness, voting rights including kick-out rights, the power to direct the VIE, variable interests 
held by related parties and other factors.  Management believes that significant assumptions and judgments were 
applied consistently.  KPCo is not the primary beneficiary of any VIE and has not provided financial or other 
support to any VIE that was not previously contractually required. 
 
AEPSC provides certain managerial and professional services to AEP’s subsidiaries.  AEP is the sole equity owner 
of AEPSC.  AEP management controls the activities of AEPSC.  The costs of the services are based on a direct 
charge or on a prorated basis and billed to the AEP subsidiary companies at AEPSC’s cost.  AEP subsidiaries have 
not provided financial or other support outside the reimbursement of costs for services rendered.  AEPSC finances 
its operations through cost reimbursement from other AEP subsidiaries.  There are no other terms or arrangements 
between AEPSC and any of the AEP subsidiaries that could require additional financial support from an AEP 
subsidiary or expose them to losses outside of the normal course of business.  AEPSC and its billings are subject to 
regulation by the FERC.  AEP subsidiaries are exposed to losses to the extent they cannot recover the costs of 
AEPSC through their normal business operations.  AEP subsidiaries are considered to have a significant interest in 
AEPSC due to their activity in AEPSC’s cost reimbursement structure.  However, AEP subsidiaries do not have 
control over AEPSC.  AEPSC is consolidated by AEP.  In the event AEPSC would require financing or other 
support outside the cost reimbursement billings, this financing would be provided by AEP.  KPCo’s total billings 
from AEPSC for the three months ended March 31, 2014 and 2013 were $13 million and $7 million, respectively.  
The carrying amount of liabilities associated with AEPSC as of March 31, 2014 and December 31, 2013 was $5 
million and $4 million, respectively.  Management estimates the maximum exposure of loss to be equal to the 
amount of such liability. 
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AEGCo, a wholly-owned subsidiary of AEP, is consolidated by AEP.  AEGCo owns a 50% ownership interest in 
Rockport Plant, Unit 1 and leases a 50% interest in Rockport Plant, Unit 2.  AEGCo sells all the output from the 
Rockport Plant to I&M and KPCo.  AEP has agreed to provide AEGCo with the funds necessary to satisfy all of the 
debt obligations of AEGCo.  KPCo is considered to have a significant interest in AEGCo due to its transactions.  
KPCo is exposed to losses to the extent it cannot recover the costs of AEGCo through its normal business 
operations.  Due to AEP management’s control over AEGCo, KPCo is not considered the primary beneficiary of 
AEGCo.  In the event AEGCo would require financing or other support outside the billings to KPCo, this financing 
would be provided by AEP.  Total billings from AEGCo for the three months ended March 31, 2014 and 2013 were 
$30 million and $25 million, respectively.  The carrying amount of liabilities associated with AEGCo as of March 
31, 2014 and December 31, 2013 was $11 million and $11 million, respectively.  Management estimates the 
maximum exposure of loss to be equal to the amount of such liability. 
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APPENDIX B 

DESCRIPTION OF SUMITOMO MITSUI BANKING CORPORATION 

The information included in this Appendix B has been obtained from the Bank.  None of 
the Issuer, the Company or the Underwriter makes any representation as to the accuracy or 
completeness of such information. 

The delivery of the Official Statement shall not create any implication that there has been 
no change in the affairs of Sumitomo Mitsui Banking Corporation since the date hereof, or that 
the information contained or referred to in this Appendix B is correct as of any time subsequent 
to its date. 

SUMITOMO MITSUI BANKING CORPORATION 

Sumitomo Mitsui Banking Corporation (Kabushiki Kaisha Mitsui Sumitomo Ginko) 
(“SMBC”) is a joint stock corporation with limited liability (Kabushiki Kaisha) under the laws of 
Japan.  The registered head office of SMBC is located at 1-2, Marunouchi 1-chome, Chiyoda-ku, 
Tokyo 100-0005, Japan. 

 SMBC was established in April 2001 through the merger of two leading banks, The 
Sakura Bank, Limited and The Sumitomo Bank, Limited.  In December 2002, Sumitomo Mitsui 
Financial Group, Inc. (“SMFG”) was established through a stock transfer as a holding company 
under which SMBC became a wholly owned subsidiary.  SMFG reported ¥ 161,534,387 
million (USD 1,564,702 million) in consolidated total assets as of March 31, 2014. 

SMBC is one of the world’s leading commercial banks and provides an extensive range 
of banking services to its customers in Japan and overseas.  In Japan, SMBC accepts deposits, 
makes loans and extends guarantees to corporations, individuals, governments and governmental 
entities.  It also offers financing solutions such as syndicated lending, structured finance and 
project finance.  SMBC also underwrites and deals in bonds issued by or under the guarantee of 
the Japanese government and local government authorities, and acts in various administrative 
and advisory capacities for certain types of corporate and government bonds.  Internationally, 
SMBC operates through a network of branches, representative offices, subsidiaries and affiliates 
to provide many financing products including syndicated lending and project finance.  

The New York Branch of SMBC is licensed by the State of New York Banking 
Department to conduct branch banking business at 277 Park Avenue, New York, New York, and 
is subject to examination by the State of New York Banking Department and the Federal Reserve 
Bank of New York. 
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Financial and Other Information 

 Audited consolidated financial statements for SMFG and its consolidated subsidiaries for 
the fiscal years ended March 31, 2013, as well as other corporate data, financial information and 
analyses are available in English on the website of the Parent at www.smfg.co.jp/english. 

 The information herein has been obtained from SMBC, which is solely responsible for its 
content.  The delivery of the Official Statement shall not create any implication that there has 
been no change in the affairs of SMBC since the date hereof, or that the information contained or 
referred herein is correct as of any time subsequent to its date. 
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      APPENDIX C 

 
PROPOSED FORM OF OPINION OF BOND COUNSEL 

We have examined the transcript of proceedings relating to the issuance by the West 
Virginia Economic Development Authority (the “Issuer”) of $65,000,000 principal amount of 
Solid Waste Disposal Facilities Revenue Refunding Bonds (Kentucky Power Company – 
Mitchell Project), Series 2014A (the “Bonds”).  The Bonds are being issued pursuant to Chapter 
31, Article 15, Section 1, et seq., of the Code of West Virginia, 1931 (the “Act”), for the purpose 
of making a loan to assist Kentucky Power Company (the “Company”) in the refunding of 
$65,000,000 Solid Waste Disposal Facilities Revenue Refunding Bonds (Ohio Power Company 
– Mitchell Project), Series 2008A, previously issued by the Issuer to assist a certain affiliate of 
the Company in refinancing of a portion of the costs of acquiring, constructing and installing 
certain solid waste disposal facilities qualified for financing under the Act, as more particularly 
described in the Indenture of Trust dated as of June 15, 2014 (the “Indenture”) between the 
Issuer and The Bank of New York Mellon Trust Company, N.A., as trustee (the “Trustee”), and 
in the Loan Agreement dated as of June 15, 2014 (the “Agreement”) between the Issuer and the 
Company.  We have also examined executed counterparts of the Indenture and the Agreement 
and a conformed copy of an executed Bond. 

Based on such examination and subject to the limitations stated below, we are of the 
opinion that, under existing law: 

1. The Bonds, the Indenture and the Agreement are valid and binding obligations of 
the Issuer, enforceable in accordance with their respective terms. 

2. The Bonds constitute special obligations of the Issuer, and the principal of and 
interest on the Bonds and the purchase price of the Bonds (collectively, “debt charges”) are 
payable solely from the revenues and other moneys assigned by the Indenture to secure those 
payments.  Those revenues and other moneys include the payments required to be made by the 
Company under its promissory note delivered to the Issuer, and irrevocably assigned by the 
Issuer to the Trustee, all pursuant to the Agreement. The payment of debt service on the Bonds is 
not secured by an obligation or pledge of any money raised by taxation, and the Bonds do not 
represent or constitute a general obligation or a pledge of the faith and credit of the Issuer, the 
State of West Virginia or any of its political subdivisions. 

3. Interest on the Bonds is excluded from gross income for federal income tax 
purposes under Section 103(a) of the Internal Revenue Code of 1986, as amended (the “Code”), 
except interest on any Bond for any period during which it is held by a “substantial user” or a 
“related person” as those terms are used in Section 147(a) of the Code,  and is an item of tax 
preference for purposes of the federal alternative minimum tax imposed on individuals and 
corporations.  The Bonds, and all interest and income thereon, are exempt from all taxation by 
the State of West Virginia and any county, municipality, political subdivision or agency thereof, 
except inheritance taxes.  We express no opinion as to any other tax consequences regarding the 
Bonds. 

The opinions stated above are based on an analysis of existing laws, regulations, rulings 
and court decisions and cover certain matters not directly addressed by such authorities. In 
rendering all such opinions, we assume, without independent verification, and rely upon  (i) the 
accuracy of the factual matters represented, warranted or certified in the proceedings and 
documents we have examined, (ii) the due and legal authorization, execution and delivery of 
those documents by, and the valid, binding and enforceable nature of those documents upon, any 
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parties other than the Issuer and (iii) the correctness of the legal conclusions contained in the 
legal opinion letter of counsel to the Company and in the legal opinion letter of counsel to the 
Issuer delivered in connection with this matter. 

In rendering those opinions with respect to the treatment of the interest on the Bonds 
under the federal tax laws, we further assume and rely upon compliance with the covenants in 
the proceedings and documents we have examined, including those of the Issuer and the 
Company. Failure to comply with certain of those covenants subsequent to issuance of the Bonds 
may cause interest on the Bonds to be included in gross income for federal income tax purposes 
retroactively to their date of issuance. 

The rights of the owners of the Bonds and the enforceability of the Bonds, the Indenture 
and the Agreement are subject to bankruptcy, insolvency, arrangement, fraudulent conveyance or 
transfer, reorganization, moratorium and other laws relating to or affecting creditors’ rights, to 
the application of equitable principles, to the exercise of judicial discretion, and to limitations on 
legal remedies against public entities. 

We express no opinion with respect to any indemnification, contribution, penalty, choice 
of law, choice of forum, choice of venue, waiver or severability provisions contained in the 
Bonds, the Indenture or the Agreement.   

The opinions rendered in this letter are stated only as of this date, and no other opinion 
shall be implied or inferred as a result of anything contained in or omitted from this letter.  Our 
engagement as bond counsel with respect to the Bonds has concluded on this date. 

      Respectfully submitted, 
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(q) 

 
 
Filing Requirement: 

 
Annual report to shareholders, or members, and statistical supplements covering the two 
(2) most recent years from the utility's application filing date; 
 
 

 
Response: 
 
Please see the attached copies of Kentucky Power’s annual reports to the Board of 
Directors and Shareholder for the years ended December 2012 and 2013.   
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GLOSSARY OF TERMS 

When the following terms and abbreviations appear in the text of this report, they have the meanings 

indicated below. 
 

Term  Meaning 

AEGCo  AEP Generating Company, an AEP electric utility subsidiary. 
AEP or Parent  American Electric Power Company, Inc., an electric utility holding company. 
AEP Consolidated  AEP and its majority owned consolidated subsidiaries and consolidated affiliates. 

AEP Credit  AEP Credit, Inc., a consolidated variable interest entity of AEP which securitizes 
accounts receivable and accrued utility revenues for affiliated electric 
utility companies. 

AEP East Companies  APCo, I&M, KPCo and OPCo. 

AEP Energy  AEP Energy, Inc., a wholly-owned retail electric supplier for customers in Ohio, 
Illinois and other deregulated electricity markets throughout the United 
States.  BlueStar began doing business as AEP Energy, Inc. in June 2012. 

AEPGenCo  AEP Generation Resources Inc., a nonregulated AEP subsidiary in the Generation 
and Marketing segment. 

AEP System  American Electric Power System, an integrated electric utility system, owned and 
operated by AEP’s electric utility subsidiaries. 

AEP West Companies  PSO, SWEPCo, TCC and TNC. 

AEPEP  AEP Energy Partners, Inc., a subsidiary of AEP dedicated to wholesale marketing 
and trading, asset management and commercial and industrial sales in the 
deregulated Texas market. 

AEPES  AEP Energy Services, Inc., a subsidiary of AEP Resources, Inc. 

AEPSC  American Electric Power Service Corporation, an AEP service subsidiary 
providing management and professional services to AEP and its 
subsidiaries. 

AFUDC  Allowance for Funds Used During Construction. 

AOCI  Accumulated Other Comprehensive Income. 

APCo  Appalachian Power Company, an AEP electric utility subsidiary. 

APSC  Arkansas Public Service Commission. 
BlueStar  BlueStar Energy Holdings, Inc., a wholly-owned retail electric supplier for 

customers in Ohio, Illinois and other deregulated electricity markets 
throughout the United States.  BlueStar began doing business as AEP 
Energy, Inc. in June 2012. 

BOA  Bank of America Corporation. 
CAA  Clean Air Act. 
CLECO  Central Louisiana Electric Company, a nonaffiliated utility company. 

CO2  Carbon dioxide and other greenhouse gases. 
Cook Plant  Donald C. Cook Nuclear Plant, a two-unit, 2,191 MW nuclear plant owned by 

I&M. 
CRES  Competitive Retail Electric Service. 

CSPCo  Columbus Southern Power Company, a former AEP electric utility subsidiary that 
was merged into OPCo effective December 31, 2011. 

CSW  Central and South West Corporation, a subsidiary of AEP (Effective January 21, 
2003, the legal name of Central and South West Corporation was changed 
to AEP Utilities, Inc.). 

CSW Operating Agreement  Agreement, dated January 1, 1997, as amended, by and among PSO and SWEPCo 
governing generating capacity allocation, energy pricing, and revenues 
and costs of third party sales.  AEPSC acts as the agent. 

CWIP  Construction Work in Progress. 
DCC Fuel  DCC Fuel LLC, DCC Fuel II LLC, DCC Fuel III LLC, DCC Fuel IV LLC and 

DCC Fuel V LLC, consolidated variable interest entities formed for the 
purpose of acquiring, owning and leasing nuclear fuel to I&M. 

DHLC  Dolet Hills Lignite Company, LLC, a wholly-owned lignite mining subsidiary of 
SWEPCo. 
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ii 

Term  Meaning 

E&R  Environmental compliance and transmission and distribution system reliability. 

EIS  Energy Insurance Services, Inc., a nonaffiliated captive insurance company and 
consolidated variable interest entity of AEP. 

ENEC  Expanded Net Energy Charge. 

ERCOT  Electric Reliability Council of Texas regional transmission organization. 

ESP  Electric Security Plans, filed with the PUCO, pursuant to the Ohio Amendments. 

ETA  Electric Transmission America, LLC an equity interest joint venture with 
MidAmerican Energy Holdings Company America Transco, LLC formed 
to own and operate electric transmission facilities in North America 
outside of ERCOT. 

ETT  Electric Transmission Texas, LLC, an equity interest joint venture between AEP 
and MidAmerican Energy Holdings Company Texas Transco, LLC 
formed to own and operate electric transmission facilities in ERCOT. 

FAC  Fuel Adjustment Clause. 

FASB  Financial Accounting Standards Board. 

Federal EPA  United States Environmental Protection Agency. 

FERC  Federal Energy Regulatory Commission. 

FGD  Flue Gas Desulfurization or scrubbers. 

FTR  Financial Transmission Right, a financial instrument that entitles the holder to 
receive compensation for certain congestion-related transmission charges 
that arise when the power grid is congested resulting in differences in 
locational prices. 

GAAP  Accounting Principles Generally Accepted in the United States of America. 

IEU  Industrial Energy Users-Ohio. 

IGCC  Integrated Gasification Combined Cycle, technology that turns coal into a cleaner-
burning gas. 

Interconnection Agreement  An agreement by and among APCo, I&M, KPCo and OPCo, defining the sharing 
of costs and benefits associated with their respective generating plants. 

IRS  Internal Revenue Service. 

IURC  Indiana Utility Regulatory Commission. 

I&M  Indiana Michigan Power Company, an AEP electric utility subsidiary. 

KGPCo  Kingsport Power Company, an AEP electric utility subsidiary. 

KPCo  Kentucky Power Company, an AEP electric utility subsidiary. 

KPSC  Kentucky Public Service Commission. 
kV  Kilovolt. 

KWh  Kilowatthour. 

LPSC  Louisiana Public Service Commission. 

MISO  Midwest Independent Transmission System Operator. 

MLR  Member load ratio, the method used to allocate transactions among members of 
the Interconnection Agreement. 

MMBtu  Million British Thermal Units. 

MPSC  Michigan Public Service Commission. 

MTM  Mark-to-Market. 

MW  Megawatt. 

MWh  Megawatthour. 

NEIL  Nuclear Electric Insurance Limited insures domestic and international nuclear 
utilities for the costs associated with interruptions, damages, 
decontaminations and related nuclear risks. 

NOx  Nitrogen oxide. 

Nonutility Money Pool  Centralized funding mechanism AEP uses to meet the short-term cash 
requirements of certain nonutility subsidiaries. 

NSR  New Source Review. 

OATT  Open Access Transmission Tariff. 
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Term  Meaning 

OCC  Corporation Commission of the State of Oklahoma. 

OPCo   Ohio Power Company, an AEP electric utility subsidiary. 

OPEB  Other Postretirement Benefit Plans. 

OTC  Over the counter. 

OVEC  Ohio Valley Electric Corporation, which is 43.47% owned by AEP. 

PJM  Pennsylvania – New Jersey – Maryland regional transmission organization. 

PM  Particulate Matter. 

POLR  Provider of Last Resort revenues. 

PSO  Public Service Company of Oklahoma, an AEP electric utility subsidiary. 

PUCO  Public Utilities Commission of Ohio. 

PUCT  Public Utility Commission of Texas. 

Registrant Subsidiaries  AEP subsidiaries which are SEC registrants; APCo, I&M, OPCo, PSO and 
SWEPCo. 

Risk Management Contracts  Trading and nontrading derivatives, including those derivatives designated as cash 
flow and fair value hedges. 

Rockport Plant  A generating plant, consisting of two 1,310 MW coal-fired generating units near 
Rockport, Indiana, owned by AEGCo and I&M. 

RTO  Regional Transmission Organization, responsible for moving electricity over large 
interstate areas. 

Sabine  Sabine Mining Company, a lignite mining company that is a consolidated variable 
interest entity for AEP and SWEPCo. 

SEET  Significantly Excessive Earnings Test. 

SEC  U.S. Securities and Exchange Commission. 

SIA  System Integration Agreement, effective June 15, 2000, provides contractual basis 
for coordinated planning, operation and maintenance of the power supply 
sources of the combined AEP. 

SNF  Spent Nuclear Fuel. 

SO2  Sulfur dioxide. 

SPP  Southwest Power Pool regional transmission organization. 

SSO  Standard service offer. 

Stall Unit  J. Lamar Stall Unit at Arsenal Hill Plant, a 543 MW natural gas unit owned by 
SWEPCo. 

SWEPCo  Southwestern Electric Power Company, an AEP electric utility subsidiary. 

TCC  AEP Texas Central Company, an AEP electric utility subsidiary. 

Texas Restructuring Legislation  Legislation enacted in 1999 to restructure the electric utility industry in Texas. 

TNC  AEP Texas North Company, an AEP electric utility subsidiary.  

Transition Funding  AEP Texas Central Transition Funding I LLC, AEP Texas Central Transition 
Funding II LLC and AEP Texas Central Transition Funding III LLC, 
wholly-owned subsidiaries of TCC and consolidated variable interest 
entities formed for the purpose of issuing and servicing securitization 
bonds related to Texas restructuring law. 

True-up Proceeding  A filing made under the Texas Restructuring Legislation to finalize the amount of 
stranded costs and other true-up items and the recovery of such amounts. 

Turk Plant  John W. Turk, Jr. Plant, a 600 MW pulverized coal ultra-supercritical generating 
unit in Arkansas that is 73% owned by SWEPCo. 

Utility Money Pool  Centralized funding mechanism AEP uses to meet the short-term cash 
requirements of certain utility subsidiaries. 

VIE  Variable Interest Entity. 

Virginia SCC  Virginia State Corporation Commission. 

WPCo  Wheeling Power Company, an AEP electric utility subsidiary. 

WVPSC  Public Service Commission of West Virginia. 
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FORWARD-LOOKING INFORMATION 
 
This report made by AEP and its Registrant Subsidiaries contains forward-looking statements within the meaning of 
Section 21E of the Securities Exchange Act of 1934.  Many forward-looking statements appear in “Item 7 – 
Management’s Discussion and Analysis of Financial Condition and Results of Operations,” but there are others 
throughout this document which may be identified by words such as “expect,” “anticipate,” “intend,” “plan,” 
“believe,” “will,” “should,” “could,” “would,” “project,” “continue” and similar expressions, and include statements 
reflecting future results or guidance and statements of outlook.  These matters are subject to risks and uncertainties 
that could cause actual results to differ materially from those projected.  Forward-looking statements in this 
document are presented as of the date of this document.  Except to the extent required by applicable law, we 
undertake no obligation to update or revise any forward-looking statement.  Among the factors that could cause 
actual results to differ materially from those in the forward-looking statements are: 
 

• The economic climate, growth or contraction within and changes in market demand and demographic 
patterns in our service territory. 

• Inflationary or deflationary interest rate trends. 

• Volatility in the financial markets, particularly developments affecting the availability of capital on 
reasonable terms and developments impairing our ability to finance new capital projects and refinance 
existing debt at attractive rates. 

• The availability and cost of funds to finance working capital and capital needs, particularly during periods 
when the time lag between incurring costs and recovery is long and the costs are material. 

• Electric load, customer growth and the impact of retail competition, particularly in Ohio. 

• Weather conditions, including storms and drought conditions, and our ability to recover significant storm 
restoration costs through applicable rate mechanisms. 

• Available sources and costs of, and transportation for, fuels and the creditworthiness and performance of 
fuel suppliers and transporters. 

• Availability of necessary generating capacity and the performance of our generating plants. 

• Our ability to recover increases in fuel and other energy costs through regulated or competitive electric 
rates. 

• Our ability to build or acquire generating capacity and transmission lines and facilities (including our 
ability to obtain any necessary regulatory approvals and permits) when needed at acceptable prices and 
terms and to recover those costs (including the costs of projects that are cancelled) through applicable rate 
cases or competitive rates. 

• New legislation, litigation and government regulation, including oversight of nuclear generation, energy 
commodity trading and new or heightened requirements for reduced emissions of sulfur, nitrogen, 
mercury, carbon, soot or particulate matter and other substances or additional regulation of fly ash and 
similar combustion products that could impact the continued operation and cost recovery of our plants and 
related assets. 

• Evolving public perception of the risks associated with fuels used before, during and after the generation 
of electricity, including nuclear fuel. 

• A reduction in the federal statutory tax rate could result in an accelerated return of deferred federal income 
taxes to customers. 

• Timing and resolution of pending and future rate cases, negotiations and other regulatory decisions, 
including rate or other recovery of new investments in generation, distribution and transmission service 
and environmental compliance. 

• Resolution of litigation. 

• Our ability to constrain operation and maintenance costs. 

• Our ability to develop and execute a strategy based on a view regarding prices of electricity, coal, natural 
gas and other energy-related commodities. 

• Prices and demand for power that we generate and sell at wholesale. 

• Changes in technology, particularly with respect to new, developing or alternative sources of generation. 

• Our ability to recover through rates or market prices any remaining unrecovered investment in generating 
units that may be retired before the end of their previously projected useful lives. 

• Volatility and changes in markets for electricity, coal, natural gas and other energy-related commodities. 
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• Changes in utility regulation, including the implementation of ESPs and the transition to market and 
expected legal separation for generation in Ohio and the allocation of costs within regional transmission 
organizations, including PJM and SPP. 

• Our ability to successfully manage negotiations with stakeholders and obtain regulatory approval to 
terminate the Interconnection Agreement. 

• Changes in the creditworthiness of the counterparties with whom we have contractual arrangements, 
including participants in the energy trading market. 

• Actions of rating agencies, including changes in the ratings of our debt. 

• The impact of volatility in the capital markets on the value of the investments held by our pension, other 
postretirement benefit plans, captive insurance entity and nuclear decommissioning trust and the impact 
on future funding requirements. 

• Accounting pronouncements periodically issued by accounting standard-setting bodies. 

• Other risks and unforeseen events, including wars, the effects of terrorism (including increased security 
costs), embargoes, cyber security threats and other catastrophic events. 

 
The forward looking statements of AEP and its Registrant Subsidiaries speak only as of the date of this report or 
as of the date they are made.  AEP and its Registrant Subsidiaries expressly disclaim any obligation to update any 
forward-looking information.  For a more detailed discussion of these factors, see “Risk Factors” in Part I of this 
report. 
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AEP COMMON STOCK AND DIVIDEND INFORMATION 
 
The AEP common stock quarterly high and low sales prices, quarter-end closing price and the cash dividends paid 
per share are shown in the following table: 
 
         Quarter-End    

 Quarter Ended  High  Low  Closing Price  Dividend 

 December 31, 2012  $  45.41  $  40.56  $  42.68  $  0.47 

 September 30, 2012    44.84    39.62    43.94    0.47 

 June 30, 2012    40.46    36.97    39.90    0.47 

 March 31, 2012    41.98    37.46    38.58    0.47 

          

 December 31, 2011  $  41.71  $  35.85  $  41.31  $  0.47 

 September 30, 2011    38.98    33.09    38.02    0.46 

 June 30, 2011    38.99    34.37    37.68    0.46 

 March 31, 2011    36.92    33.47    35.14    0.46 

 
AEP common stock is traded principally on the New York Stock Exchange.  As of December 31, 2012, AEP had 
approximately 83,000 registered shareholders. 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES

SELECTED CONSOLIDATED FINANCIAL DATA 

   2012   2011   2010  2009  2008 

   (dollars in millions, except per share amounts) 

STATEMENTS OF INCOME DATA           

Total Revenues $  14,945  $  15,116  $  14,427  $  13,489  $  14,440

Operating Income $  2,656  $  2,782  $  2,663  $  2,771  $  2,787

Income Before Discontinued Operations and Extraordinary Items $  1,262  $  1,576  $  1,218  $  1,370  $  1,376

Discontinued Operations, Net of Tax   -    -    -    -    12

Income Before Extraordinary Items   1,262    1,576    1,218    1,370    1,388

Extraordinary Items, Net of Tax   -    373    -    (5)   -

Net Income   1,262    1,949    1,218    1,365    1,388

Net Income Attributable to Noncontrolling Interests   3    3    4    5    5

NET INCOME ATTRIBUTABLE TO AEP SHAREHOLDERS   1,259    1,946    1,214    1,360    1,383

            

Preferred Stock Dividend Requirements of Subsidiaries Including           

 Capital Stock Expense   -    5    3    3    3

EARNINGS ATTRIBUTABLE TO AEP COMMON SHAREHOLDERS $  1,259  $  1,941  $  1,211  $  1,357  $  1,380

BALANCE SHEETS DATA              

Total Property, Plant and Equipment $  57,454  $  55,670  $  53,740  $  51,684  $  49,710

Accumulated Depreciation and Amortization   18,691    18,699    18,066    17,340    16,723

Total Property, Plant and Equipment – Net $  38,763  $  36,971  $  35,674  $  34,344  $  32,987

Total Assets $  54,367  $  52,223  $  50,455  $  48,348  $  45,155

Total AEP Common Shareholders’ Equity $  15,237  $  14,664  $  13,622  $  13,140  $  10,693

Noncontrolling Interests $  -  $  1  $  -  $  -  $  17

Cumulative Preferred Stock Not Subject to Mandatory Redemption $  -  $  -  $  60  $  61  $  61

Long-term Debt (a) $  17,757  $  16,516  $  16,811  $  17,498  $  15,983

Obligations Under Capital Leases (a) $  449  $  458  $  474 (b) $  317  $  325

AEP COMMON STOCK DATA         

Basic Earnings (Loss) per Share Attributable to AEP Common Shareholders:          

            

Income Before Discontinued Operations and Extraordinary Items $  2.60  $  3.25  $  2.53  $  2.97  $  3.40

Discontinued Operations, Net of Tax   -    -    -    -    0.03

Income Before Extraordinary Items   2.60    3.25    2.53    2.97    3.43

Extraordinary Items, Net of Tax   -    0.77    -    (0.01)   -

Total Basic Earnings per Share Attributable to AEP Common Shareholders $  2.60  $  4.02  $  2.53  $  2.96  $  3.43

Weighted Average Number of Basic Shares Outstanding (in millions)   485    482    479    459    402

Market Price Range:               

  High $  45.41  $  41.71  $  37.94  $  36.51  $  49.11

  Low $  36.97  $  33.09  $  28.17  $  24.00  $  25.54

Year-end Market Price $  42.68  $  41.31  $  35.98  $  34.79  $  33.28

Cash Dividends Declared per AEP Common Share $  1.88  $  1.85  $  1.71  $  1.64  $  1.64

Dividend Payout Ratio  72.31%  46.02%  67.59%  55.41%  47.8%

Book Value per AEP Common Share $  31.35  $  30.36  $  28.32  $  27.49  $  26.35

(a) Includes portion due within one year. 

(b) Obligations Under Capital Leases increased primarily due to capital leases under new master lease agreements for property that was previously leased 

  under operating leases.               
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 

RESULTS OF OPERATIONS 
 
EXECUTIVE OVERVIEW 

 

Company Overview 
 
American Electric Power Company, Inc. (AEP) is one of the largest investor-owned electric public utility holding 
companies in the United States.  Our electric utility operating companies provide generation, transmission and 
distribution services to more than five million retail customers in Arkansas, Indiana, Kentucky, Louisiana, 
Michigan, Ohio, Oklahoma, Tennessee, Texas, Virginia and West Virginia. 
 
Our subsidiaries operate an extensive portfolio of assets including: 
 

• Almost 37,600 megawatts of generating capacity, one of the largest complements of generation in the United 
States. 

• Approximately 40,000 miles of transmission lines, including 2,116 miles of 765kV lines, the backbone of the 
electric interconnection grid in the Eastern United States. 

• Approximately 221,000 miles of distribution lines that deliver electricity to 5.3 million customers. 

• Substantial commodity transportation assets (more than 7,600 railcars, approximately 3,100 barges, 60 
towboats, 25 harbor boats and a coal handling terminal with approximately 18 million tons of annual capacity).  
Our commercial barging operations annually transport approximately 42 million tons of coal and dry bulk 
commodities.  Approximately 38% of the barging is for transportation of agricultural products, 30% for coal, 
18% for steel and 14% for other commodities. 

 
Turk Plant 

 
SWEPCo constructed the Turk Plant, a new base load 600 MW pulverized coal ultra-supercritical generating unit in 
Arkansas, which was placed into service in December 2012.  SWEPCo owns 73% (440 MW) of the Turk Plant and 
operates the completed facility.  See the “Turk Plant” section of Note 3. 
 

Sustainable Cost Reductions 

 
In April 2012, we initiated a process to identify strategic repositioning opportunities and efficiencies that will result 
in sustainable cost savings.  We selected a consulting firm to conduct an organizational and process optimization 
evaluation and a second firm to evaluate our current employee benefit programs.  We recorded a charge to expense 
of $47 million ($30 million, net of tax) in 2012 related primarily to severance benefits.  We expect to complete the 
final phase of the sustainable cost reduction program by the end of the first quarter of 2013.  Going forward, we 
anticipate that this program provides a behavioral foundation upon which additional process improvement projects 
will be implemented as a regular business practice.  At this time, we are unable to estimate the total amount to be 
incurred in future periods related to this initiative or to quantify the effects on future earnings, cash flows and 
financial condition. 
 
Retiree Medical Contribution Changes 

 
In November 2012, we announced changes to our retiree medical coverage.  Effective for retirements after 
December 2012, our contribution to retiree medical coverage will be capped reducing our exposure to future medical 
cost inflation.  Effective for employees hired after December 2013, we will not provide retiree medical coverage.  
For 2013, we estimate these changes will result in a decrease of Other Operation and Maintenance expenses of 
approximately $80 million.   
 
Financing Changes 

 
In December 2012, we retired $558 million of Parent debt with part of the proceeds of an issuance of $850 million 
of Senior Unsecured Notes.  Expenses associated with the early retirement of debt were approximately $50 million 
in 2012 with annual savings of approximately $30 million per year in 2013 and 2014. 
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In February 2013, we increased and extended the $1.5 billion credit facility due in June 2015 to $1.75 billion due in 
June 2016, extended the $1.75 billion credit facility due in July 2016 to July 2017 and issued a $1 billion interim 
credit facility due in May 2015 to fund certain OPCo maturities.  
 

Ohio Plant Impairments 

 

In October 2012, we filed applications with the FERC proposing to terminate the Interconnection Agreement and 
complete the corporate separation of OPCo's generation assets.  Based on the intention to terminate the 
Interconnection Agreement, we performed an evaluation of the recoverability of generation assets using generating 
unit specific estimated future cash flows and concluded that OPCo had a material impairment of certain generation 
assets.  In the fourth quarter of 2012, OPCo recorded a pretax impairment of $287 million ($185 million, net of tax) 
in Asset Impairments and Other Related Charges on the statement of income related to Beckjord Plant Unit 6, 
Conesville Plant Unit 3, Kammer Plant Units 1-3, Muskingum River Plant Units 1-4, Sporn Plant Units 2 and 4 and 
Picway Plant Unit 5 generating units and related material and supplies inventory. 
 
Corporate Separation, Plant Transfers and Termination of Interconnection Agreement 
 
In October 2012, the PUCO issued an order which approved the corporate separation of OPCo’s generation assets 
including the transfer of OPCo’s generation assets at net book value to AEPGenCo.  AEPGenCo will also assume 
the associated generation liabilities.  In December 2012, the PUCO granted the IEU and the Ohio Consumers’ 
Counsel requests for rehearing for the purpose of further consideration and those requests remain pending. 
 
Also in October 2012, the AEP East Companies submitted several filings with the FERC seeking approval to fully 
separate OPCo’s generation assets from its distribution and transmission operations.  The filings requested approval 
to transfer at net book value approximately 9,200 MW of OPCo-owned generation assets to AEPGenCo.  The AEP 
East Companies also requested FERC approval to transfer at net book value OPCo’s current two-thirds ownership 
(867 MW) in Amos Plant, Unit 3 to APCo and transfer at net book value OPCo’s Mitchell Plant to APCo and KPCo 
in equal one-half interests (780 MW each).  Additionally, the AEP East Companies asked the FERC to terminate the 
existing Interconnection Agreement and approve a Power Coordination Agreement (PCA) among APCo, I&M and 
KPCo with AEPSC as the agent to coordinate their respective power supply resources.  Under the PCA, APCo, I&M 
and KPCo would be individually responsible for planning their respective capacity obligations and there would be 
no capacity equalization charges/credits on deficit/surplus companies.  Further, the PCA allows, but does not 
obligate, APCo, I&M and KPCo to participate collectively under a common fixed resource requirement capacity 
plan in PJM and to participate in specified collective off-system sales and purchase activities.  Intervenors have 
opposed several of these filings.  The AEP East Companies have responded and continue to pursue approvals from 
the FERC.  A decision from the FERC is expected in mid-2013. 

 
In December 2012, APCo and WPCo filed requests with the Virginia SCC and the WVPSC for approval of the 
Amos Plant and Mitchell Plant transfers discussed above.  Hearings at the Virginia SCC and the WVPSC are 
scheduled for April 2013 and July 2013, respectively.  If the transfers are approved, APCo and WPCo anticipate 
seeking cost recovery when they file their next base rate cases. 

 
Also in December 2012, KPCo filed a request with the KPSC for approval of the Mitchell Plant transfer discussed 
above.  If the transfer is approved, KPCo anticipates seeking cost recovery when filing its next base rate case.  In 
addition, KPCo announced its plan to retire Big Sandy Plant, Unit 2 in early 2015 and its intention to study the 
conversion of Big Sandy Plant, Unit 1 to burn natural gas instead of coal. 

 
Our results of operations related to generation in Ohio will be largely determined by prevailing market conditions. 
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June 2012 – May 2015 Ohio ESP Including Capacity Charge 
 

In August 2012, the PUCO issued an order which adopted and modified a new ESP through May 2015.  The ESP 
allowed the continuation of the fuel adjustment clause, adopted a 12% earnings threshold for the SEET and 
established a non-bypassable Distribution Investment Rider (DIR) effective September 2012 through May 2015 to 
recover, with certain caps, post-August 2010 distribution investment.  The DIR is capped at $86 million in 2012, 
$104 million in 2013, $124 million in 2014 and $52 million for the period January through May 2015, for a total of 
$366 million.  The ESP also maintained recovery of several previous ESP riders and required OPCo to contribute $2 
million per year during the ESP to the Ohio Growth Fund.  In addition, the PUCO approved a storm damage 
recovery mechanism.   
 

As part of the ESP decision, the PUCO ordered OPCo to conduct an energy-only auction for 10% of the SSO load 
with delivery beginning six months after the receipt of final orders in both the ESP and corporate separation cases 
and extending through May 2015.  The PUCO also ordered OPCo to conduct energy-only auctions for an additional 
50% of the SSO load with delivery beginning June 2014 through May 2015 and for the remaining 40% of the SSO 
load for delivery from January 2015 through May 2015.  OPCo will conduct energy and capacity auctions for its 
entire SSO load for delivery starting in June 2015.   
 

In July 2012, the PUCO issued an order in a separate capacity proceeding which stated that OPCo must charge 
CRES providers the Reliability Pricing Model (RPM) price and authorized OPCo to defer a portion of its incurred 
capacity costs not recovered from CRES providers up to $188.88/MW day.  The RPM price is approximately 
$20/MW day through May 2013.  As part of the August 2012 PUCO ESP order, the PUCO established a non-
bypassable Retail Stability Rider (RSR), effective September 2012.  The RSR is intended to provide approximately 
$500 million over the ESP period and will be collected from customers at $3.50/MWh through May 2014 and 
$4.00/MWh for the period June 2014 through May 2015, with $1.00/MWh applied to the deferred capacity costs.  
As of December 31, 2012, OPCo recorded $66 million of incurred deferred capacity costs, including debt carrying 
costs, in Regulatory Assets on the balance sheet.  The capacity order, including collection of capacity costs, has been 
appealed to the Supreme Court of Ohio.   
 

In January 2013, the PUCO issued its Order on Rehearing for the ESP which generally upheld its August 2012 order 
including the implementation of the RSR.  The PUCO clarified that a final reconciliation of revenues and costs 
would be permitted for any over- or under-recovery on several riders including fuel.  In addition, the PUCO 
addressed certain issues around the energy auctions while other SSO issues related to the energy auctions were 
deferred to a separate docket.  If OPCo is ultimately not permitted to fully collect its deferred capacity costs and ESP 
rates, including the RSR, it would reduce future net income and cash flows and impact financial condition.  See 
“Ohio Electric Security Plan Filing” section of Note 3. 
 

Ohio Customer Choice 
 

In our Ohio service territory, various CRES providers are targeting retail customers by offering alternative 
generation service.  As a result, we lost approximately $235 million of gross margin in 2012 as compared to 2011.  
This reduction in gross margin is partially offset by (a) collection of capacity revenues from CRES providers, (b) 
off-system sales, (c) deferral of unrecovered capacity costs, (d) Retail Stability Rider collections and (e) revenues 
from AEP Energy.  AEP Energy is our CRES provider and part of our Generation and Marketing segment which 
targets retail customers, both within and outside of our retail service territory.  As of December 31, 2012, based 
upon an average annual load, approximately 51% of our Ohio load had switched to CRES providers.  
 

Customer Demand 
 

In comparison to 2011, cooling degree days in 2012 were down 6% in our western region and up 4% in our eastern 
region.  Heating degree days in 2012 were down in our western and eastern regions by 36% and 15%, respectively.  
Our weather-normalized retail sales were down 0.7% compared to 2011.  Our industrial sales declined 0.9% 
partially due to Ormet, a large aluminum company that lowered their production in the third quarter of 2012 by one-
third.  In February 2013, Ormet filed Chapter 11 bankruptcy proceedings in the state of Delaware. 
 

In 2013, we anticipate slight increases in retail sales in our eastern region related to shale gas development and 
processing and in our western region related to oil and gas extraction.  We also anticipate decreases in industrial 
demand in our eastern region related to Ormet’s lower production levels discussed above. 
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Significantly Excessive Earnings Test 
 
In July 2011, OPCo filed its 2010 SEET filing with the PUCO based upon the approach in the PUCO’s 2009 order.  
In the fourth quarter of 2012, the Supreme Court of Ohio upheld the PUCO decision on the 2009 SEET filing.  
Subsequent testimony and legal briefs from intervenors recommended refunds of a portion of 2010 earnings.  OPCo 
provided a reserve based upon management’s estimate of the probable amount for a PUCO ordered SEET refund.  
OPCo is required to file its 2011 SEET filing with the PUCO on a separate CSPCo and OPCo company basis.  
Management does not currently believe that there were significantly excessive earnings in 2011 for either CSPCo or 
OPCo and in 2012 for OPCo.  See “Ohio Electric Security Plan Filing” section of Note 3. 
 

Indiana Base Rate Case 

 
In September 2011, I&M filed a request with the IURC for a net annual increase in Indiana base rates of $149 
million based upon a return on common equity of 11.15%.  The $149 million net annual increase reflects an increase 
in base rates of $178 million offset by proposed corresponding reductions of $13 million to the off-system sales 
sharing rider, $9 million to the PJM cost rider and $7 million to the clean coal technology rider rates.  The request 
included an increase in depreciation rates that would result in an increase of approximately $25 million in annual 
depreciation expense.  Included in the depreciation rates increase was a decrease in the average remaining life of 
Tanners Creek Plant to account for the acceleration of the retirement date of Tanners Creek Plant, Units 1-3.  I&M 
filed rebuttal testimony in May 2012 which supported an increase of $170 million in base rates, excluding 
reductions to certain riders.   
 
In February 2013, the IURC issued an order that granted an $85 million annual increase in base rates based upon a 
return on common equity of 10.2%, effective March 2013.  The $85 million annual increase in base rates will be 
offset by corresponding reductions of $5 million to the off-system sales sharing rider, $11 million to the PJM cost 
rider and $7 million to the clean coal technology rider rates.  The IURC granted the requested increase in 
depreciation rates, modified the shareholder’s portion of off-system sales margins to 50% below and above the $27 
million imbedded in base rates, established a capacity tracker and established a major storm damage restoration 
reserve.  See “2011 Indiana Base Rate Case” section of Note 3. 
 
Texas Base Rate Case 
 
In July 2012, SWEPCo filed a request with the PUCT to increase annual base rates by $83 million, primarily due to 
the Turk Plant, based upon an 11.25% return on common equity to be effective January 2013.  The requested base 
rate increase included a return on and of the Texas jurisdictional share (approximately 33%) of the Turk Plant 
generation investment as of December 2011, total Turk Plant related estimated transmission investment costs and 
associated operation and maintenance costs.  In September 2012, an Administrative Law Judge issued an order that 
granted the establishment of SWEPCo’s existing rates as temporary rates beginning in late January 2013, subject to 
true-up to the final PUCT-approved rates.  In December 2012, several intervenors filed opposing testimony with 
various recommendations.  A decision from the PUCT is expected in the second quarter of 2013.  See “2012 Texas 
Base Rate Case” section of Note 3. 
 
Louisiana Formula Rate Filing 
 
In 2012, SWEPCo initiated a proceeding to establish new formula base rates in Louisiana, including recovery of the 
Louisiana jurisdictional share (approximately 29%) of the Turk Plant.  In February 2013, a settlement was filed and 
a hearing was conducted.  The settlement provided that SWEPCo would increase Louisiana total rates by 
approximately $2 million annually, effective March 2013, consisting of an increase in base rates of approximately 
$85 million annually offset by a decrease in fuel rates of approximately $83 million annually.  The proposed March 
2013 base rates are based on a 10% return on common equity and cost recovery of the Louisiana jurisdictional share 
of the Turk Plant and Stall Unit, subject to refund based on the staff review of the cost of service and prudence 
review of the Turk Plant to be initiated by SWEPCo no later than May 2013.  The settlement also provided that the 
LPSC will review base rates in 2014 and 2015 and that SWEPCo will recover all non-fuel Turk Plant costs and a full 
weighted-average cost of capital return on the Turk Plant portion of rate base beginning January 2013.  A decision 
from the LPSC is expected in the first quarter of 2013.   
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Cook Plant 

 
Unit 1 Fire and Shutdown 

 
In September 2008, I&M shut down Cook Plant, Unit 1 (Unit 1) due to turbine vibrations, caused by blade failure, 
which resulted in a fire on the electric generator.  Repair of the property damage and replacement of the turbine 
rotors and other equipment cost approximately $400 million.  In February 2013, we signed an agreement and 
received payment from NEIL, the insurer, to settle the remaining claims.  The settlement did not have a material 
impact on net income, cash flows or financial condition.  See “Cook Plant, Unit 1 Fire and Shutdown” section of 
Note 5.  
 

Cook Plant Life Cycle Management Project 

 

In April and May 2012, I&M filed a petition with the IURC and the MPSC, respectively, for approval of the Cook 
Plant Life Cycle Management Project (LCM Project), which consists of a group of capital projects to ensure the safe 
and reliable operations of the Cook Plant through its licensed life.  The estimated cost of the LCM Project is $1.2 
billion to be incurred through 2018, excluding AFUDC.  In Indiana, I&M requested recovery of certain project 
costs, including interest, through a new rider effective January 2013.  In Michigan, I&M requested that the MPSC 
approve a Certificate of Need and authorize I&M to defer, on an interim basis, incremental depreciation and related 
property tax costs, including interest, along with study, analysis and development costs until the applicable LCM 
costs are included in I&M’s base rates.  As of December 31, 2012, I&M has incurred $176 million related to the 
LCM Project, including AFUDC.  Several intervenors filed testimony in Indiana with various recommendations 
including caps on expenditures.  The IURC held a hearing in January 2013.   
 
In January 2013, the MPSC approved a Certificate of Need (CON) for the LCM Project with total costs of $851 
million (Michigan jurisdictional share is approximately 15%) for the period 2013 through 2018.  The order provided 
that depreciation, property taxes and a return using the overall rate of return approved in I&M’s last Michigan base 
rate case related to the 2013 through 2018 LCM Project costs can be deferred until these costs are included in rates.  
The order excluded from the CON $176 million of LCM costs spent prior to 2013 as $39 million was included in the 
determination of Michigan base rates, effective April 2012, and the remaining $137 million in CWIP will be 
requested in a future base rate case.  The order also excluded $142 million of future LCM costs, which if incurred, 
will be requested in a future base rate case.  Under Michigan law, the approved CON amount is eligible for a cost 
increase allowance of 10%, up to $85 million, of the approved project costs in the event project costs exceed the 
approved level of costs.   
 
If I&M is not ultimately permitted to recover its LCM Project costs, it would reduce future net income and cash 
flows and impact financial condition.  See “Cook Plant Life Cycle Management Project” section of Note 3.  
 
LITIGATION 
 

In the ordinary course of business, we are involved in employment, commercial, environmental and regulatory 
litigation.  Since it is difficult to predict the outcome of these proceedings, we cannot predict the eventual resolution, 
timing or amount of any loss, fine or penalty.  We assess the probability of loss for each contingency and accrue a 
liability for cases that have a probable likelihood of loss if the loss can be estimated.  For details on our regulatory 
proceedings and pending litigation see Note 3 – Rate Matters and Note 5 – Commitments, Guarantees and 
Contingencies.  Adverse results in these proceedings have the potential to reduce future net income and cash flows 
and impact financial condition. 
 
ENVIRONMENTAL ISSUES 

 
We are implementing a substantial capital investment program and incurring additional operational costs to comply 
with environmental control requirements.  We will need to make additional investments and operational changes in 
response to existing and anticipated requirements such as CAA requirements to reduce emissions of SO2, NOx, PM 
and hazardous air pollutants (HAPs) from fossil fuel-fired power plants, new proposals governing the beneficial use 
and disposal of coal combustion products and proposed clean water rules. 
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We are engaged in litigation about environmental issues, have been notified of potential responsibility for the clean-
up of contaminated sites and incur costs for disposal of SNF and future decommissioning of our nuclear units.  We, 
along with various industry groups, affected states and other parties have challenged some of the Federal EPA 
requirements in court.  We are also engaged in the development of possible future requirements including the items 
discussed below and reductions of CO2 emissions to address concerns about global climate change.  We believe that 
further analysis and better coordination of these environmental requirements would facilitate planning and lower 
overall compliance costs while achieving the same environmental goals. 
 
We will seek recovery of expenditures for pollution control technologies and associated costs from customers 
through rates in regulated jurisdictions.  Recovery in Ohio will be dependent upon prevailing market conditions.  If 
we are unable to recover the costs of environmental compliance, it would reduce future net income and cash flows 
and impact financial condition. 
 
Environmental Controls Impact on the Generating Fleet  

 
The rules and proposed environmental controls discussed in the next several sections will have a material impact on 
the generating units in the AEP System.  We continue to evaluate the impact of these rules, project scope and 
technology available to achieve compliance.  As of December 31, 2012, the AEP System had a total generating 
capacity of nearly 37,600 MWs, of which over 23,700 MWs are coal-fired.  We continue to refine the cost estimates 
of complying with these rules and other impacts of the environmental proposals on our coal-fired generating 
facilities.  Based upon our estimates, investment to meet these proposed requirements ranges from approximately $4 
billion to $5 billion between 2012 and 2020.  These amounts include investments to convert 1,555 MWs of coal 
generation to natural gas capacity.  If natural gas conversion is not completed, these units could be retired sooner 
than planned. 
 
The cost estimates will change depending on the timing of implementation and whether the Federal EPA provides 
flexibility in the final rules.  The cost estimates will also change based on: (a) the states’ implementation of these 
regulatory programs, including the potential for state implementation plans or federal implementation plans that 
impose more stringent standards, (b) additional rulemaking activities in response to court decisions, (c) the actual 
performance of the pollution control technologies installed on our units, (d) changes in costs for new pollution 
controls, (e) new generating technology developments, (f) total MWs of capacity retired and replaced, including the 
type and amount of such replacement capacity and (g) other factors.  
 
Subject to the factors listed above and based upon our continuing evaluation, we have given notice to the applicable 
RTOs of our intent to retire the following plants or units of plants before or during 2016: 
 
     Generating

 Company  Plant Name and Unit Capacity 

    (in MWs) 

 APCo  Clinch River Plant, Unit 3    235 
 APCo  Glen Lyn Plant    335 
 APCo  Kanawha River Plant    400 
 APCo/OPCo  Philip Sporn Plant, Units 1-4    600 
 I&M  Tanners Creek Plant, Units 1-3    495 
 KPCo  Big Sandy Plant, Unit 1    278 
 OPCo  Kammer Plant    630 
 OPCo  Muskingum River Plant, Units 1-4    840 
 OPCo  Picway Plant    100 
 SWEPCo  Welsh Plant, Unit 2    528 

 Total      4,441 

 
Duke Energy Corporation, the operator of W. C. Beckjord Generating Station, has announced its intent to close the 
facility in 2015.  OPCo owns 12.5% (53 MWs) of one unit at that station.  
 
KPCo notified the KPSC of its plan to retire Big Sandy Plant, Unit 2 in early 2015 and its intention to study the 
conversion of Big Sandy Plant, Unit 1 to burn natural gas instead of coal. 
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In September 2012, based upon an agreement in principle with the Federal EPA, the State of Oklahoma and other 
parties, PSO filed an environmental compliance plan with the OCC to retire Units 3 and 4 of the Northeastern 
Station, a total of 930 MWs, in 2026 and 2016, respectively.  See “Oklahoma Environmental Compliance Plan” and 
“Regional Haze” sections below. 
 
In December 2012, we retired OPCo’s 165 MW Conesville Plant, Unit 3. 
 
A decline in natural gas prices, pending environmental rules and the proposed termination of the Interconnection 
Agreement had an adverse impact on the recoverability of the net book values of certain coal-fired units.  In 2012, 
we recorded a $287 million pretax impairment charge for OPCo’s net book value of certain plants totaling 1,870 
MWs in the table above and the Beckjord and Conesville plants discussed above.   See “Impairments” section of 
Note 6.  
 
We are still evaluating our plans for and the timing of conversion of some of our coal units to natural gas, installing 
emission control equipment on other units and closure of existing units based on changes in emission requirements 
and demand for power.  To the extent existing generation assets and the cost of new equipment and converted 
facilities are not recoverable, it could reduce future net income and cash flows. 
 
Modification of the NSR Litigation Consent Decree 

 

In 2007, the U.S. District Court for the Southern District of Ohio approved a consent decree between AEP 
subsidiaries in the eastern area of the AEP System and the Department of Justice, the Federal EPA, eight 
northeastern states and other interested parties to settle all claims that the AEP subsidiaries violated the NSR 
provisions of the CAA when they undertook various equipment repair and replacement projects over a period of 
nearly 20 years.  The consent decree’s terms include installation of environmental control equipment on certain 
generating units, a declining cap on SO2 and NOx emissions from the AEP System and various mitigation projects.   
 
The consent decree requires certain types of control equipment to be installed at Muskingum River Plant, Unit 5 and 
Big Sandy Plant, Unit 2 in 2015 and the two units of the Rockport Plant in 2017 and 2019.  In February 2013, an 
agreement to modify the consent decree was reached and filed with the court.  The terms of the modification include 
more options for the affected units (including alternative control technologies, re-fueling and/or retirement), more 
stringent SO2 emission caps for the AEP System and additional mitigation measures.  The Federal EPA will seek 
public comments on the modification prior to its entry by the court.  Under the terms of the modification, the units of 
Rockport Plant will be equipped with dry sorbent injection systems in 2015 and have options to retrofit additional 
SO2 controls, refuel, repower or retire in 2025 and 2028.  Muskingum River Plant, Unit 5 will have options to cease 
burning coal and retire in 2015 or cease burning coal in 2015 and complete a refueling project no later than June 
2017.  Big Sandy Plant, Unit 2 will have options to retrofit, retire, repower or refuel by 2015.  I&M will secure an 
additional 200 MWs of renewable power resources by December 2014 and provide $8.5 million for additional 
mitigation projects. 
 
Rockport Plant Environmental Controls 

 

I&M filed an application with the IURC seeking approval of a Certificate of Public Convenience and Necessity 
(CPCN) to retrofit one unit at its Rockport Plant with environmental controls estimated to cost $1.4 billion to 
comply with new requirements.  AEGCo and I&M jointly own Unit 1 and jointly lease Unit 2 of the Rockport Plant.  
I&M is also evaluating options related to the maturity of the lease for Rockport Plant Unit 2 in 2022 and continues 
to investigate alternative compliance technologies for these units as part of its overall compliance strategy.  As of 
December 31, 2012, we have incurred $71 million related to these environmental controls, including AFUDC.  If we 
are not ultimately permitted to recover our incurred costs, it would reduce future net income and cash flows.  In 
February 2013, I&M filed a motion with the IURC to dismiss its request for approval of a CPCN for environmental 
controls after modification to the NSR consent decree.  See the “Modification of the NSR Litigation Consent 
Decree” section above and the “Rockport Plant Environmental Controls” section of Note 3. 
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Big Sandy Unit 2 FGD System 

 
In May 2012, KPCo withdrew its application to the KPSC seeking approval of a Certificate of Public Convenience 
and Necessity to retrofit Big Sandy Unit 2 with a dry FGD system.  As part of the Mitchell Plant transfer filing 
discussed above under “Corporate Separation, Plant Transfers and Application to Amend Sharing Agreement”, 
KPCo requested costs related to the FGD project be established as a regulatory asset and recovered in KPCo’s next 
base rate case.  As of December 31, 2012, KPCo has incurred $29 million related to the FGD project, which is 
recorded in Deferred Charges and Other Noncurrent Assets on the balance sheet.  See “Big Sandy Plant, Unit 2 FGD 
System” section of Note 3. 
 
Flint Creek Plant Environmental Controls 

 
In February 2012, SWEPCo filed a petition with the APSC seeking a declaratory order to install environmental 
controls at the Flint Creek Plant to comply with the standards established by the CAA.  The estimated cost of the 
project is $408 million, excluding AFUDC and company overheads.  As a joint owner of the Flint Creek Plant, 
SWEPCo’s portion of those costs is estimated at $204 million.  As of December 31, 2012, SWEPCo has incurred 
$11 million related to this project, including AFUDC and company overheads.  The APSC staff and the Sierra Club 
filed testimony that recommended the APSC deny the requested declaratory order.  A hearing is scheduled for 
March 2013.  If SWEPCo is not ultimately permitted to recover its incurred costs, it would reduce future net income 
and cash flows. 
 
Oklahoma Environmental Compliance Plan 

 
In September 2012, PSO filed an environmental compliance plan with the OCC reflecting the retirement of 
Northeastern Station (NES) Unit 4 in 2016 and additional environmental controls on NES Unit 3 to continue 
operations through 2026.  The plan  requested approval for (a) cost recovery through base rates by 2026 of an 
estimated $256 million of new environmental investment that will be incurred prior to 2016 at NES Unit 3, (b) cost 
recovery through 2026 of NES Units 3 and 4 net book value (combined net book value of the two units is $234 
million as of December 31, 2012), (c) cost recovery through base rates of an estimated $83 million of new 
investment incurred through 2016 at various gas units and (d) a new 15-year purchase power agreement (PPA) with 
a nonaffiliated entity, effective in 2016, with cost recovery through a rider, including an annual earnings component 
of $3 million.  Although the environmental compliance plan does not seek to put any new costs into rates at this 
time, PSO anticipates seeking cost recovery when filing its next base rate case, which is expected to occur no later 
than 2014.  In January 2013, several parties filed testimony with various recommendations.  A hearing is scheduled 
for April 2013.  See “Oklahoma Environmental Compliance Plan” section of Note 3. 
 
Clean Air Act Requirements 
 
The CAA establishes a comprehensive program to protect and improve the nation’s air quality and control sources 
of air emissions.  The states implement and administer many of these programs and could impose additional or more 
stringent requirements.   
 
The Federal EPA issued the Clean Air Interstate Rule (CAIR) in 2005 requiring specific reductions in SO2 and NOx 
emissions from power plants.  In 2008, the District of Columbia Circuit Court of Appeals issued a decision 
remanding CAIR to the Federal EPA.  The Federal EPA issued the Cross-State Air Pollution Rule (CSAPR) 
(discussed in detail below) in August 2011 to replace CAIR.  The CSAPR was challenged in the courts. The United 
States Court of Appeals for the District of Columbia Circuit issued an order in December 2011 staying the effective 
date of the rule pending judicial review.  In August 2012, a panel of the United States Court of Appeals for the 
District of Columbia Circuit issued a decision vacating and remanding CSAPR to the Federal EPA with instructions 
to continue implementing the CAIR until a replacement rule is finalized.  Nearly all of the states in which our power 
plants are located are covered by CAIR.   
 
The Federal EPA issued the final maximum achievable control technology (MACT) standards for coal and oil-fired 
power plants (discussed in detail below) in February 2012.    
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The Federal EPA issued a Clean Air Visibility Rule (CAVR), detailing how the CAA’s requirement that certain 
facilities install best available retrofit technology (BART) to address regional haze in federal parks and other 
protected areas.  BART requirements apply to facilities built between 1962 and 1977 that emit more than 250 tons 
per year of certain pollutants in specific industrial categories, including power plants.  CAVR will be implemented 
through individual state implementation plans (SIPs) or, if SIPs are not adequate or are not developed on schedule, 
through federal implementation plans (FIPs).  The Federal EPA proposed disapproval of SIPs in a few states, 
including Arkansas and Oklahoma.  The Federal EPA finalized a FIP for Oklahoma that contains more stringent 
control requirements for SO2 emissions from affected units in that state.  The Arkansas SIP was disapproved and the 
state is developing a revised submittal.  In June 2012, the Federal EPA published revisions to the regional haze rules 
to allow states participating in the CSAPR trading programs to use those programs in place of source-specific 
BART for SO2 and NOx emissions based on its determination that CSAPR results in greater visibility improvements 
than source-specific BART in the CSAPR states.  This rule is being challenged in the United States Court of 
Appeals for the District of Columbia Circuit and its fate is uncertain given recent developments in the CSAPR 
litigation. 
 
In 2009, the Federal EPA issued a final mandatory reporting rule for CO2 and other greenhouse gases covering a 
broad range of facilities emitting in excess of 25,000 tons of CO2 emissions per year.   The Federal EPA issued a 
final endangerment finding for greenhouse gas emissions from new motor vehicles in 2009.  The Federal EPA 
determined that greenhouse gas emissions from stationary sources will be subject to regulation under the CAA 
beginning January 2011 and finalized its proposed scheme to streamline and phase-in regulation of stationary source 
CO2 emissions through the NSR prevention of significant deterioration and Title V operating permit programs 
through the issuance of final federal rules, SIP calls and FIPs.  The Federal EPA is reconsidering whether to include 
CO2 emissions in a number of stationary source standards, including standards that apply to new electric utility units 
and agreed to specific deadlines to issue proposed new source performance standards for utility boilers. 
 
The Federal EPA has also issued new, more stringent national ambient air quality standards (NAAQS) for SO2, NOx, 
lead and PM, and is currently reviewing the NAAQS for ozone.  States are in the process of evaluating the 
attainment status and need for additional control measures in order to attain and maintain the new NAAQS and may 
develop additional requirements for our facilities as a result of those evaluations.  We cannot currently predict the 
nature, stringency or timing of those requirements. 
 
Notable developments in significant CAA regulatory requirements affecting our operations are discussed in the 
following sections. 
 
Cross-State Air Pollution Rule (CSAPR) 

 
In August 2011, the Federal EPA issued CSAPR.  Certain revisions to the rule were finalized in March 2012.  
CSAPR relies on newly-created SO2 and NOx allowances and individual state budgets to compel further emission 
reductions from electric utility generating units in 28 states.  Interstate trading of allowances is allowed on a 
restricted sub-regional basis.  Arkansas and Louisiana are subject only to the seasonal NOx program in the rule.  
Texas is subject to the annual programs for SO2 and NOx in addition to the seasonal NOx program.  The annual SO2 
allowance budgets in Indiana, Ohio and West Virginia were reduced significantly in the rule.  A supplemental rule 
includes Oklahoma in the seasonal NOx program.  The supplemental rule was finalized in December 2011 with an 
increased NOx emission budget for the 2012 compliance year.  The Federal EPA issued a final Error Corrections 
Rule and further CSAPR revisions in 2012 to make corrections to state budgets and unit allocations and to remove 
the restrictions on interstate trading in the first phase of CSAPR.   
 
Numerous affected entities, states and other parties filed petitions to review the CSAPR in the United States Court 
of Appeals for the District of Columbia Circuit.  Several of the petitioners filed motions to stay the implementation 
of the rule pending judicial review.  In December 2011, the court granted the motions for stay.  In August 2012, the 
panel issued a decision vacating and remanding CSAPR to the Federal EPA with instructions to continue 
implementing the CAIR until a replacement rule is finalized.  The majority determined that the CAA does not allow 
the Federal EPA to “over control” emissions in an upwind state and that the Federal EPA exceeded its statutory 
authority by failing to allow states an opportunity to develop their own implementation plans before issuing a FIP.  
The Federal EPA and other respondents filed petitions for rehearing but in January 2013, the United States Court of 
Appeals for the District of Columbia Circuit denied all petitions for rehearing.  Separate appeals of the supplemental 
rule, the Error Corrections Rule and the further revisions have been filed, but are being held in abeyance. 
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The time frames and stringency of the required emission reductions, coupled with the lack of robust interstate 
trading and the elimination of historic allowance banks, pose significant concerns for the AEP System and our 
electric utility customers.  We cannot predict the outcome of the pending litigation. 
 
Mercury and Other Hazardous Air Pollutants Regulation 

 
In February 2012, the Federal EPA issued a rule addressing a broad range of HAPs from coal and oil-fired power 
plants.  The rule establishes unit-specific emission rates for mercury, PM (as a surrogate for particles of nonmercury 
metal) and hydrogen chloride (as a surrogate for acid gases) for units burning coal on a site-wide 30-day rolling 
average basis.  In addition, the rule proposes work practice standards, such as boiler tune-ups, for controlling 
emissions of organic HAPs and dioxin/furans.  The effective date of the final rule was April 16, 2012 and 
compliance is required within three years.  We are participating through various organizations in the petitions for 
administrative reconsideration and judicial review that have been filed.  In November 2012, the Federal EPA 
published a notice announcing that it would accept comments on its reconsideration of certain issues related to the 
new source standards, including clarification of the requirements that apply during periods of start-up and shut 
down, measurement issues and the application of variability factors that may have an impact on the level of the 
standards.  It is uncertain whether any of the information generated during the reconsideration process will affect the 
standards for existing sources. 
 
The final rule contains a slightly less stringent PM limit for existing sources than the original proposal and allows 
operators to exclude periods of startup and shutdown from the emissions averaging periods.  The compliance time 
frame remains a serious concern.  A one-year administrative extension may be available if the extension is necessary 
for the installation of controls or to avoid a serious reliability problem.  In addition, the Federal EPA issued an 
enforcement policy describing the circumstances under which an administrative consent order might be issued to 
provide a fifth year for the installation of controls or completion of reliability upgrades.  We are concerned about the 
availability of compliance extensions and the inability to foreclose citizen suits being filed under the CAA for failure 
to achieve compliance by the required deadlines.  We are participating in petitions for review filed in the United 
States Court of Appeals for the District of Columbia Circuit by several organizations of which we are members.  
Certain issues related to the standards for new coal-fired units have been severed from the main case and are being 
held in abeyance pending completion of the Federal EPA’s reconsideration proceeding.  The case is proceeding on 
the remaining issues and briefing is scheduled to be completed by April 2013.  
 
Regional Haze 

 
In March 2011, the Federal EPA proposed to approve in part and disapprove in part the regional haze SIP submitted 
by the State of Oklahoma through the Department of Environmental Quality.  The Federal EPA proposed to approve 
all of the NOx control measures in the SIP and disapprove the SO2 control measures for six electric generating units, 
including two units owned by PSO.  The Federal EPA proposed a FIP that would require these units to install 
technology capable of reducing SO2 emissions to 0.06 pounds per million British thermal units within three years of 
the effective date of the FIP.  The Federal EPA finalized the FIP in December 2011 that mirrored the proposed rule 
but established a five-year compliance schedule.  PSO filed a petition for review of the FIP in the Tenth Circuit 
Court of Appeals and engaged in settlement discussions with the Federal EPA, the State of Oklahoma and other 
parties.  In November 2012, we notified the court that the parties had reached agreement on a settlement that would 
provide for submission of a revised Regional Haze SIP requiring the retirement of one coal-fired unit of PSO’s 
Northeastern Station no later than 2016, installation of emission controls on the second coal-fired Northeastern unit 
in 2016 and retirement of the second unit no later than 2026.  Notice of the proposed settlement was published in the 
Federal Register in November 2012 and the comment period has closed.  The Tenth Circuit Court of Appeals is 
holding the appeal in abeyance pending implementation of the settlement. 
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CO2 Regulation 
 
In March 2012, the Federal EPA issued a proposal to regulate CO2 emissions from new fossil fuel-fired electricity 
generating units.  The proposed rule establishes a new source performance standard of 1,000 pounds of CO2 per 
megawatt hour of electricity generated, a rate that most natural gas combined cycle units can meet, but that is 
substantially below the emission rate of a new pulverized coal generator or an integrated gas combined cycle unit 
that uses coal for fuel.  As proposed, the rule does not apply to new gas-fired stationary combustion turbines used as 
peaking units, does not apply to existing, modified or reconstructed sources and does not apply to units whose CO2 
emission rate increases as a result of the addition of pollution control equipment to control criteria pollutant 
emissions or HAPs.  The rule is not anticipated to have a significant immediate impact on the AEP System since it 
does not apply to existing units or units that have already commenced construction.  The comment period closed in 
June 2012.  New source performance standards affect units that have not yet received permits, but complete the 
permitting process while the proposal is pending.  The proposed standards were challenged in the United States 
Court of Appeals for the District of Columbia Circuit.  That case was dismissed because the court determined that 
no final agency action had yet been taken.  The Federal EPA is expected to finalize these standards in 2013. 
 
In June 2012, the United States Court of Appeals for the District of Columbia Circuit issued a decision upholding, in 
all material respects, the Federal EPA’s endangerment finding, its regulatory program for CO2 emissions from new 
motor vehicles and its plan to phase-in regulation of CO2 emissions from stationary sources under the Prevention of 
Significant Deterioration (PSD) and Title V operating permit programs. A petition for rehearing was filed which the 
court denied in December 2012.  Petitioners may seek further review in the U.S. Supreme Court. 
 
The Federal EPA also finalized a rule in June 2012 that retains the current thresholds for permitting stationary 
sources under the PSD and Title V operating permit programs at 100,000 tons per year for new sources and 75,000 
tons per year for modified sources.  The Federal EPA also confirmed that it will re-evaluate these thresholds during 
its five-year review in 2016.  Our generating units are large sources of CO2 emissions and we will continue to 
evaluate the permitting obligations in light of these thresholds. 
 
Coal Combustion Residual Rule 

 
In June 2010, the Federal EPA published a proposed rule to regulate the disposal and beneficial re-use of coal 
combustion residuals, including fly ash and bottom ash generated at coal-fired electric generating units.  The rule 
contains two alternative proposals.  One proposal would impose federal hazardous waste disposal and management 
standards on these materials and another would allow states to retain primary authority to regulate the beneficial re-
use and disposal of these materials under state solid waste management standards, including minimum federal 
standards for disposal and management.  Both proposals would impose stringent requirements for the construction 
of new coal ash landfills and would require existing unlined surface impoundments to upgrade to the new standards 
or stop receiving coal ash and initiate closure within five years of the issuance of a final rule.  In 2011, the Federal 
EPA issued a notice of data availability requesting comments on a number of technical reports and other data 
received during the comment period for the original proposal and requesting comments on potential modeling 
analyses to update its risk assessment.  The Federal EPA has also announced its intention to complete a risk 
assessment of various beneficial uses of coal ash.  Various environmental organizations and industry groups filed a 
petition seeking to establish deadlines for a final rule.  The Federal EPA opposed the petition and is seeking 
additional time to coordinate the issuance of a final rule with the issuance of new effluent limitations under the 
Clean Water Act for utility facilities. 
 
Currently, approximately 40% of the coal ash and other residual products from our generating facilities are re-used 
in the production of cement and wallboard, as structural fill or soil amendments, as abrasives or road treatment 
materials and for other beneficial uses.  Certain of these uses would no longer be available and others are likely to 
significantly decline if coal ash and related materials are classified as hazardous wastes.  In addition, we currently 
use surface impoundments and landfills to manage these materials at our generating facilities and will incur 
significant costs to upgrade or close and replace these existing facilities under the proposed solid waste management 
alternative.  Regulation of these materials as hazardous wastes would significantly increase these costs.  As the rule 
is not final, we are unable to determine a range of potential costs that are reasonably possible of occurring but expect 
the costs to be significant. 
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Clean Water Act Regulations 
 
In April 2011, the Federal EPA issued a proposed rule setting forth standards for existing power plants that will 
reduce mortality of aquatic organisms pinned against a plant’s cooling water intake screen (impingement) or 
entrained in the cooling water.  Entrainment is when small fish, eggs or larvae are drawn into the cooling water 
system and affected by heat, chemicals or physical stress.  The proposed standards affect all plants withdrawing 
more than two million gallons of cooling water per day and establish specific intake design and intake velocity 
standards meant to allow fish to avoid or escape impingement.  Compliance with this standard is required within 
eight years of the effective date of the final rule.  The proposed standard for entrainment for existing facilities 
requires a site-specific evaluation of the available measures for reducing entrainment.  The proposed entrainment 
standard for new units at existing facilities requires either intake flows commensurate with closed cycle cooling or 
achieving entrainment reductions equivalent to 90% or greater of the reductions that could be achieved with closed 
cycle cooling.  Plants withdrawing more than 125 million gallons of cooling water per day must submit a detailed 
technology study to be reviewed by the state permitting authority.  We are evaluating the proposal and engaged in 
the collection of additional information regarding the feasibility of implementing this proposal at our facilities.  In 
June 2012, the Federal EPA issued additional Notices of Data Availability and requested public comments.  We 
submitted comments in July 2012.  Issuance of a final rule is not expected until June 2013.  We are preparing to 
begin activities to implement the rule following its issuance and an analysis of the final requirements. 
 
In addition, the Federal EPA issued an information collection request and is developing revised effluent limitation 
guidelines for electricity generating facilities.  A proposed rule is expected in 2013 and a final rule in 2014.  We are 
unable to predict the impact of these changes but expect the costs to be significant. 
 
Climate Change 
 
National public policy makers and regulators in the 11 states we serve have diverse views on climate change.  We 
are currently focused on responding to these emerging views with prudent actions, such as improving energy 
efficiency, investing in developing cost-effective and less carbon-intensive technologies and evaluating our assets 
across a range of plausible scenarios and outcomes.  We are also active participants in a variety of public policy 
discussions at state and federal levels to assure that proposed new requirements are feasible and the economies of 
the states we serve are not placed at a competitive disadvantage. 
 
While comprehensive economy-wide regulation of CO2 emissions might be achieved through future legislation, 
Congress has yet to enact such legislation.  The Federal EPA continues to take action to regulate CO2 emissions 
under the existing requirements of the CAA. 
 
Several states have adopted programs that directly regulate CO2 emissions from power plants.  The majority of the 
states where we have generating facilities have passed legislation establishing renewable energy, alternative energy 
and/or energy efficiency requirements.  We are taking steps to comply with these requirements.  In order to meet 
these requirements and as a key part of our corporate sustainability effort, we pledged to increase our wind power.  
By the end of 2012, we secured, through power purchase agreements, 1,994 MW of wind and solar power.  
 
We have taken measurable, voluntary actions to reduce and offset our CO2 emissions.  We participated in a number 
of voluntary programs to monitor, mitigate and reduce CO2 emissions, but many of these programs have been 
discontinued due to anticipated legislative or regulatory actions.  We estimate that our 2012 emissions were 
approximately 122 million metric tons.   
 
Certain groups have filed lawsuits alleging that emissions of CO2 are a “public nuisance” and seeking injunctive 
relief and/or damages from small groups of coal-fired electricity generators, petroleum refiners and marketers, coal 
companies and others.  We have been named in pending lawsuits, which we are defending.  It is not possible to 
predict the outcome of these lawsuits or their impact on our operations or financial condition.  See “Carbon Dioxide 
Public Nuisance Claims” and “Alaskan Villages’ Claims” sections of Note 5. 
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Future federal and state legislation or regulations that mandate limits on the emission of CO2 could result in 
significant increases in capital expenditures and operating costs, which, in turn, could lead to increased liquidity 
needs and higher financing costs.  Excessive costs to comply with future legislation or regulations might force our 
utility subsidiaries to close some coal-fired facilities and could lead to possible impairment of assets.  Public 
perception may ultimately have a significant impact on future legislation and regulation that could adversely affect 
our ability to recover our investments in coal-fired plants. 
 
Climate change and its resultant impact on weather patterns could modify our customers’ power usage.  Our 
customers’ energy needs currently vary with weather conditions and the economy.  Increased or decreased energy 
usage could require the acquisition or construction of more generation and transmission assets or cause early 
retirement of such assets.  The timing and duration of extreme weather conditions may require more system backup 
and contribute to increased system stresses, including service interruptions and increased storm restoration costs.  
Extreme weather conditions that create high energy demand could raise electricity prices, which could increase the 
cost of energy we provide to our customers and could provide opportunity for increased wholesale sales and higher 
margins. 
 
To the extent climate change affects a region’s economic health, it could also affect our revenues.  Our financial 
performance is tied to the health of the regional economies we serve.  The price of energy, as a factor in a region's 
cost of living as well as an important input into the cost of goods, has an impact on the economic health of our 
communities.  The cost of additional regulatory requirements would normally be borne by consumers through higher 
prices for energy and purchased goods. 
 
RESULTS OF OPERATIONS 
 
SEGMENTS 
 
Our primary business is the generation, transmission and distribution of electricity.  Within our Utility Operations 
segment, we centrally dispatch generation assets and manage our overall utility operations on an integrated basis 
because of the substantial impact of cost-based rates and regulatory oversight.  Intersegment sales and transfers are 
generally based on underlying contractual arrangements and agreements. 
 
Our reportable segments and their related business activities are outlined below: 
 
Utility Operations 
 

 • Generation of electricity for sale to U.S. retail and wholesale customers. 

 • Transmission and distribution of electricity through assets owned and operated by our ten utility operating 
companies. 

 
Transmission Operations 
 

 • Development, construction and operation of transmission facilities through investments in our wholly-owned 
transmission subsidiaries and transmission joint ventures.  These investments have PUCT-approved or 
FERC-approved returns on equity. 

 
AEP River Operations 
 

 • Commercial barging operations that transport coal and dry bulk commodities primarily on the Ohio, Illinois 
and lower Mississippi Rivers.   

 
Generation and Marketing 
 

 • Nonregulated generation in ERCOT. 

 • Marketing, risk management and retail activities in ERCOT, PJM and MISO. 
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The table below presents Income Before Extraordinary Item by segment for the years ended December 31, 2012, 
2011 and 2010.   
 
   Years Ended December 31,

  2012  2011  2010 

  (in millions)

Utility Operations $  1,299  $  1,549  $  1,192 
Transmission Operations   43    30    9 
AEP River Operations   15    45    37 
Generation and Marketing   7    14    25 
All Other (a)   (102)   (62)   (45)

Income Before Extraordinary Item $  1,262  $  1,576  $  1,218 

 
(a) While not considered a reportable segment, All Other includes: 
 • Parent’s guarantee revenue received from affiliates, investment income, interest income and interest expense and 

other nonallocated costs. 
 • Tax and interest expense adjustments related to our UK operations, which were sold in 2004 and 2002. 

 • Forward natural gas contracts that were not sold with our natural gas pipeline and storage operations in 2004 and 
2005.  These contracts were financial derivatives which settled and expired in the fourth quarter of 2011. 

 • Revenue sharing related to the Plaquemine Cogeneration Facility, which ended in the fourth quarter of 2011. 

 
AEP CONSOLIDATED 

 

2012 Compared to 2011  

 
Income Before Extraordinary Item decreased from $1,576 million in 2011 to $1,262 million in 2012 primarily due 
to: 
 

• A decrease in carrying costs income due to the recognition in 2011 of a regulatory asset related to TCC 
capacity auction true-up amounts that were originally written off in 2005 and a related favorable 2011 
resolution of contested tax items related to the TCC stranded cost settlement. 

• The 2012 impairment for certain Ohio generation plants. 

• The loss of retail customers in Ohio to various CRES providers. 

• A decrease in weather-related usage. 

• The elimination of POLR charges, effective June 2011, partially offset by the 2011 provision for refund 
of POLR charges.  The refund provision was recorded as a result of the October 2011 PUCO remand 
order. 

• Expenses associated with the early retirement of Parent debt in 2012. 

• Expenses related to the 2012 sustainable cost reductions. 

• The 2012 adjustment of a UK windfall tax provision as a result of a recent related Supreme Court case. 

 
These decreases were partially offset by: 
 

• Successful rate proceedings in our various jurisdictions. 

• Lower spending in 2012 as a result of our cost containment efforts. 

• A 2011 recording and subsequent 2012 reversal of an obligation to contribute to Partnership with Ohio 
and Ohio Growth Fund as a result of the PUCO's February 2012 rejection of OPCo's modified stipulation.

• The 2011 plant impairments for Sporn Plant Unit 5 and for the FGD project at Muskingum River Plant 
Unit 5. 

• The 2011 write-off related to SWEPCo's expected Texas jurisdictional portion of the Turk Plant in excess 
of the Texas capital cost cap as a result of the November 2011 Texas Court of Appeals decision.  

• A loss incurred in 2011 related to a settlement of litigation with BOA and Enron. 

 

Average basic shares outstanding increased to 485 million in 2012 from 482 million in 2011.  Actual shares 
outstanding were 486 million as of December 31, 2012. 
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2011 Compared to 2010  

 

Income Before Extraordinary Item increased from $1,218 million in 2010 to $1,576 million in 2011 primarily due 
to: 
 

• An increase in carrying costs income due to the recognition in 2011 of a regulatory asset related to TCC 
capacity auction true-up amounts that were originally written off in 2005 and a related favorable 2011 
resolution of contested tax items related to the TCC stranded cost settlement. 

• A decrease in expenses as a result of the 2010 cost reduction initiatives. 

• Successful rate proceedings in our various jurisdictions. 

 
These increases were partially offset by: 
 

• The loss of retail customers in Ohio to various CRES providers. 

• Various Ohio adjustments in 2011, including: 

 • The plant impairments for Sporn Plant Unit 5 and for the FGD project at Muskingum River Plant Unit 
5. 

 • A net decrease due to unfavorable Ohio regulatory orders in 2011. 

 • The recording of an obligation to contribute to Partnership with Ohio and Ohio Growth Fund. 

• The elimination of POLR charges, effective June 2011, partially offset by the 2011 provision for refund 
of POLR charges.  The refund provision was recorded as a result of the October 2011 PUCO remand 
order. 

• A 2011 write-off related to SWEPCo's expected Texas jurisdictional portion of the Turk Plant in excess 
of the Texas capital cost cap as a result of the November 2011 Texas Court of Appeals decision. 

 

Average basic shares outstanding increased from 479 million in 2010 to 482 million in 2011.  Actual shares 
outstanding were 483 million as of December 31, 2011. 
 
Our results of operations are discussed below by operating segment. 
 

UTILITY OPERATIONS 
 
We believe that a discussion of the results from our Utility Operations segment on a gross margin basis is most 
appropriate in order to further understand the key drivers of the segment.  Gross Margin represents total revenues 
less the related direct cost of fuel, including consumption of chemicals and emissions allowances and purchased 
power.   
 
  Years Ended December 31,

  2012  2011  2010 

  (in millions)
Revenues $  13,778  $  14,200  $  13,792 
Fuel and Purchased Electricity   4,963    5,455    4,996 

Gross Margin   8,815    8,745    8,796 
Other Operation and Maintenance   3,352    3,539    3,760 
Asset Impairments and Other Related Charges   300    139    - 
Depreciation and Amortization   1,734    1,613    1,598 
Taxes Other Than Income Taxes   828    812    811 

Operating Income   2,601    2,642    2,627 
Interest and Investment Income   7    29    9 
Carrying Costs Income   53    393    70 
Allowance for Equity Funds Used During Construction   78    91    77 
Interest Expense   (882)   (886)   (942)

Income Before Income Tax Expense and Equity Earnings   1,857    2,269    1,841 
Income Tax Expense   560    722    651 
Equity Earnings of Unconsolidated Subsidiaries   2    2    2 

Income Before Extraordinary Item $  1,299  $  1,549  $  1,192 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 946 of 1829



17 

 

Summary of KWh Energy Sales for Utility Operations

  Years Ended December 31,

 2012   2011  2010 

  (in millions of KWhs)
Retail:      
 Residential   58,780    61,655    61,944
 Commercial   50,464    50,767    50,748
 Industrial   59,154    59,667    57,333
 Miscellaneous   3,072    3,100    3,083

Total Retail (a)   171,470    175,189    173,108

Wholesale   41,892    40,519    32,581

Total KWhs   213,362    215,708    205,689

(a)  Represents energy delivered to distribution customers. 
 

Cooling degree days and heating degree days are metrics commonly used in the utility industry as a measure of the 
impact of weather on net income.  In general, degree day changes in our eastern region have a larger effect on net 
income than changes in our western region due to the relative size of the two regions and the number of customers 
within each region. 
 

Summary of Heating and Cooling Degree Days for Utility Operations

  Years Ended December 31,
  2012   2011  2010 

  (in degree days)
Eastern Region      
Actual - Heating (a)   2,382    2,794    3,222 
Normal - Heating (b)   2,987    2,980    2,983 

Actual - Cooling (c)   1,258    1,215    1,307 
Normal - Cooling (b)   1,029    1,017    1,002 

Western Region      
Actual - Heating (a)   654    1,029    1,112 
Normal - Heating (b)   984    984    980 

Actual - Cooling (d)   2,852    3,020    2,515 
Normal - Cooling (b)   2,372    2,349    2,339 

(a) Eastern Region and Western Region heating degree days are calculated on a 55 degree temperature base. 
(b) Normal Heating/Cooling represents the thirty-year average of degree days. 
(c) Eastern Region cooling degree days are calculated on a 65 degree temperature base. 
(d) Western Region cooling degree days are calculated on a 65 degree temperature base for PSO/SWEPCo and 
  a 70 degree temperature base for TCC/TNC. 
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2012 Compared to 2011

 Reconciliation of Year Ended December 31, 2011 to Year Ended December 31, 2012

 Income from Utility Operations Before Extraordinary Item

 (in millions)

  Year Ended December 31, 2011    $  1,549 

  Changes in Gross Margin:   

  Retail Margins       23 
  Off-system Sales       (19)
  Transmission Revenues       83 
  Other Revenues       (17)

  Total Change in Gross Margin      70 

  Changes in Expenses and Other:     

  Other Operation and Maintenance       187 
  Asset Impairments and Other Related Charges       (161)
  Depreciation and Amortization       (121)
  Taxes Other Than Income Taxes       (16)
  Interest and Investment Income       (22)
  Carrying Costs Income       (340)
  Allowance for Equity Funds Used During Construction       (13)
  Interest Expense       4 

  Total Change in Expenses and Other      (482)

  Income Tax Expense      162 

  Year Ended December 31, 2012    $  1,299 

 
The major components of the increase in Gross Margin, defined as revenues less the related direct cost of fuel, 
including consumption of chemicals and emissions allowances, and purchased electricity were as follows: 
 

• Retail Margins increased $23 million primarily due to the following: 

• Successful rate proceedings in our service territories, which include: 

 • A $177 million rate increase for OPCo. 

 • An $87 million rate increase for APCo. 

 • A $17 million rate increase for I&M. 

 • A $13 million rate increase for PSO. 

 • An $11 million rate increase for WPCo. 

  For the rate increases described above, $156 million relates to riders/trackers which have 
corresponding increases in other expense items below. 

• A $71 million decrease in other variable electric generation expenses. 

• A $35 million increase due to OPCo's 2012 partial reversal of a 2011 fuel provision based on an April 
2012 PUCO order related to the 2009 FAC audit. 

• A $33 million decrease in recoverable PJM expenses in Ohio. 

• A $24 million write-off in 2011 related to APCo's disallowance of certain Virginia environmental costs 
incurred in 2009 and 2010 as a result of the November 2011 Virginia SCC order.  

• A $9 million deferral of APCo's additional wind purchase costs as a result of the June 2012 Virginia 
SCC fuel factor order. 

• A $9 million increase due to adjustments for previously disallowed environmental costs by the 
November 2011 Virginia SCC order subsequently determined in 2012 to be appropriate for recovery by 
the Supreme Court of Virginia. 
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These increases were partially offset by: 

• A $289 million decrease attributable to Ohio customers switching to alternative CRES providers.  This 
decrease in Retail Margins is partially offset by an increase in Transmission Revenues related to CRES 
providers detailed below. 

• A $95 million decrease in weather-related usage in our eastern and western regions primarily due to 
decreases of 15% and 36%, respectively, in heating degree days and a 6% decrease in cooling degree 
days in our western region. 

• An $85 million net decrease in regulated revenue due to the elimination of POLR charges, effective June 
2011, partially offset by the 2011 provision for refund of POLR charges.  The refund provision was 
recorded as a result of the October 2011 PUCO remand order. 

• Margins from Off-system Sales decreased $19 million primarily due to lower market prices, lower PJM 
capacity payments and reduced trading and marketing margins, partially offset by higher Ohio CRES 
capacity revenues. 

• Transmission Revenues increased $83 million primarily due to net rate increases in ERCOT and increased 
transmission revenues from Ohio customers who have switched to alternative CRES providers.  The 
increase in transmission revenues related to CRES providers offsets the lost transmission revenues included 
in Retail Margins above. 

• Other Revenues decreased $17 million primarily due to a decrease in gains on miscellaneous sales, 
partially offset by an increase in revenues related to TCC's issuance of securitization bonds in March 2012.  
This increase in revenues from securitization bonds is partially offset by an increase in Depreciation and 
Amortization expense. 

 
Expenses and Other and Income Tax Expense changed between years as follows:  
 

• Other Operation and Maintenance expenses decreased $187 million primarily due to the following: 

 • A $141 million decrease in plant outage and other plant operating and maintenance expenses. 

 • A $72 million decrease in nonutility operations and distribution expenses due to prior year cost 
reduction measures. 

 • A $70 million decrease related to the 2011 recording and subsequent 2012 reversal of an obligation to 
contribute to Partnership with Ohio and Ohio Growth Fund as a result of the PUCO's February 2012 
rejection of the Ohio modified stipulation. 

 • A $41 million decrease due to the 2011 write-off of a portion of the West Virginia share of the 
Mountaineer Carbon Capture and Storage Product Validation Facility as denied for recovery by the 
WVPSC. 

 • A $16 million decrease in administrative and general expenses. 

 • A $13 million decrease due to APCo's deferral of transmission costs for the Virginia Transmission Rate 
Adjustment Clause as allowed by the Virginia SCC recovered dollar-for-dollar within Gross Margin. 

 These decreases were partially offset by: 
 • A $44 million increase due to expenses related to the 2012 sustainable cost reductions. 

 • A $42 million increase in energy efficiency programs and other expenses currently recovered dollar-
for-dollar in rate recovery riders/trackers within Gross Margin. 

 • A $33 million increase due to the 2011 deferral of 2009 storm costs and the 2010 cost reduction 
initiatives as allowed by the WVPSC. 

 • A $27 million increase due to the favorable 2011 asset retirement obligation adjustment for APCo 
related to the early closure and previous write-off of the Mountaineer Carbon Capture and Storage 
Product Validation Facility. 

 • A $15 million increase in storm-related expenses due to major storms in our eastern region. 

 • An $11 million gain from the sale of land in January 2011. 

• Asset Impairments and Other Related Charges increased $161 million primarily due to the following:  

 • A 2012 impairment of $287 million for certain Ohio generation plants, which includes $13 million of 
related materials and supplies inventory. 

 • A 2012 write-off of an additional $13 million related to SWEPCo's expected Texas jurisdictional 
portion of the Turk Plant in excess of the Texas capital cost cap. 
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 This increase was partially offset by: 
 • A 2011 write-off of $49 million related to SWEPCo's expected Texas jurisdictional portion of the Turk 

Plant in excess of the Texas capital cost cap as a result of the November 2011 Texas Court of Appeals 
decision. 

 • A 2011 plant impairment of $48 million for Sporn Plant Unit 5. 

 • A 2011 plant impairment of $42 million for FGD project at Muskingum River Plant Unit 5. 

• Depreciation and Amortization expenses increased $121 million primarily due to the following: 

 • A $58 million increase due to shortened depreciable lives for certain OPCo generating plants effective 
December 2011.  The book value of these plants was fully impaired in November 2012. 

 • A $51 million increase due to TCC's issuance of securitization bonds in March 2012.  The increase in 
TCC’s securitization related amortization is offset within Gross Margin. 

 • A $48 million combined increase in depreciation for APCo and I&M primarily due to increases in 
depreciation rates effective February 2012 (Virginia) and April 2012 (Michigan), respectively.  The 
majority of this increase in depreciation is offset within Gross Margin. 

 • An $18 million increase in amortization primarily as a result of the Virginia Environmental Rate 
Adjustment Clause and the Virginia E&R surcharge, both effective February 2012.  This increase in 
amortization is offset within Gross Margin. 

 • An $11 million increase in amortization of OPCo's Deferred Asset Recovery Rider assets as approved 
by the PUCO in the 2011 Ohio Distribution Base Rate Case effective January 2012.  This increase in 
amortization is offset within Gross Margin. 

 • Overall higher depreciable property balances. 

 These increases were partially offset by: 
 • A $39 million decrease due to an amortization adjustment approved by the PUCO in the 2011 Ohio 

Distribution Base Rate Case effective January 2012. 
 • A $28 million decrease due to the deferral of capacity-related depreciation costs as a result of the 

PUCO's July 2012 approval of OPCo's capacity rate. 
 • A $23 million decrease due to OPCo's amortization of carrying costs on deferred fuel as a result of the 

October 2011 PUCO remand order which allowed the POLR refund to be applied against any deferred 
fuel balances.  The equity amortization was offset by amounts recognized in Carrying Costs Income. 

 • A $13 million decrease in OPCo's depreciation due to the 2011 plant impairment of Sporn Plant Unit 5. 

• Taxes Other Than Income Taxes increased $16 million primarily due to increased property taxes as a 
result of increased capital investments. 

• Interest and Investment Income decreased $22 million primarily due to interest income recorded in the 
third quarter of 2011 for favorable adjustments related to the 2001-2006 federal income tax audit. 

• Carrying Costs Income decreased $340 million primarily due to the recognition in 2011 of a regulatory 
asset related to TCC capacity auction true-up amounts that were originally written off in 2005 and a related 
favorable 2011 resolution of contested tax items related to the TCC stranded cost settlement. 

• Allowance for Equity Funds Used During Construction decreased $13 million primarily due to the 
completion of APCo's Dresden Plant in January 2012 and I&M's nuclear fuel preparation for usage, 
partially offset by increases related to SWEPCo's construction of the Turk Plant. 

• Interest Expense decreased $4 million primarily due to lower long-term interest rates. 

• Income Tax Expense decreased $162 million primarily due to a decrease in pretax book income, partially 
offset by the recording of federal and state income tax adjustments.  
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2011 Compared to 2010

 Reconciliation of Year Ended December 31, 2010 to Year Ended December 31, 2011

 Income from Utility Operations Before Extraordinary Item

 (in millions)

  Year Ended December 31, 2010    $  1,192 

  Changes in Gross Margin:   

  Retail Margins       (139)
  Off-system Sales       44 
  Transmission Revenues       48 
  Other Revenues       (4)

  Total Change in Gross Margin      (51)

  Changes in Expenses and Other:     

  Other Operation and Maintenance       221 
  Asset Impairments and Other Related Charges       (139)
  Depreciation and Amortization       (15)
  Taxes Other Than Income Taxes       (1)
  Interest and Investment Income       20 
  Carrying Costs Income       323 
  Allowance for Equity Funds Used During Construction       14 
  Interest Expense       56 

  Total Change in Expenses and Other      479 

  Income Tax Expense      (71)

  Year Ended December 31, 2011    $  1,549 

 
The major components of the decrease in Gross Margin, defined as revenues less the related direct cost of fuel, 
including consumption of chemicals and emissions allowances, and purchased electricity were as follows: 
 

• Retail Margins decreased $139 million primarily due to the following: 

• A $132 million decrease attributable to Ohio customers switching to alternative CRES providers.  This 
decrease in Retail Margins is partially offset by an increase in Transmission Revenues related to CRES 
providers detailed below. 

• An $87 million decrease in weather-related usage in our eastern region primarily due to a 13% decrease 
in heating degree days and a 7% decrease in cooling degree days. 

• An $84 million decrease in rate related margins for APCo due to the expiration of E&R cost recovery in 
Virginia. 

• A $60 million decrease due to the elimination of POLR charges, effective June 2011, in Ohio as a result 
of the October 2011 PUCO remand order. 

• A $51 million net decrease due to unfavorable Ohio and Virginia regulatory orders. 

• A $30 million increase in other variable electric generation expenses.  

These decreases were partially offset by: 

• Successful rate proceedings in our service territories which include:  

 • A $120 million rate increase for OPCo. 

 • A $63 million rate increase for APCo. 

 • A $30 million rate increase for SWEPCo. 

 • A $27 million rate increase for KPCo. 

 • A $27 million rate increase for I&M. 

  For the rate increases described above, $78 million relates to riders/trackers which have 
corresponding increases in other expense items below. 

• A $38 million increase in weather-related usage in our western region primarily due to a 20% increase in 
cooling degree days, slightly offset by a 7% decrease in heating degree days. 
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• A $30 million increase due to increased SWEPCo gross margin from sales to customers previously 
served by Valley Electric Membership Corporation (VEMCO).  SWEPCo acquired VEMCO assets and 
began serving VEMCO customers in October 2010. 

• A $14 million increase related to TCC’s Transition Funding.  This increase is offset by an increase in 
Depreciation and Amortization expenses. 

• Margins from Off-system Sales increased $44 million primarily due to an increase in PJM capacity 
revenues and higher physical sales volumes, partially offset by lower trading and marketing margins. 

• Transmission Revenues increased $48 million primarily due to net rate increases in PJM and increased 
transmission revenues for Ohio customers who have switched to alternative CRES providers.  The increase 
in transmission revenues related to CRES providers offsets the lost transmission revenues included in Retail 
Margins above. 

 
Expenses and Other and Income Tax Expense changed between years as follows:  
 

• Other Operation and Maintenance expenses decreased $221 million primarily due to the following: 

 • A $280 million decrease due to expenses related to the cost reduction initiatives recorded in 2010. 

 • A $54 million decrease due to the 2010 write-off of APCo’s Virginia share of the Mountaineer Carbon 
Capture and Storage Product Validation Facility as denied for recovery by the Virginia SCC. 

 • A $42 million decrease in administrative and general expenses primarily due to a decrease in fringe 
benefit expenses. 

 • A $33 million decrease due to the 2011 deferral of 2010 costs related to storms and our cost reduction 
initiatives as allowed by the WVPSC. 

 • A $27 million decrease due to the favorable 2011 asset retirement obligation adjustment for APCo 
related to the early closure and previous write-off of the Mountaineer Carbon Capture and Storage 
Product Validation Facility. 

 • An $11 million gain from the sale of land in January 2011. 

 These decreases were partially offset by: 
 • A $54 million increase in demand side management, energy efficiency programs and other expenses 

currently recovered dollar-for-dollar in rate recovery riders/trackers within Gross Margin. 
 • A $41 million increase due to the 2011 write-off of a portion of the West Virginia share of the 

Mountaineer Carbon Capture and Storage Product Validation Facility as denied for recovery by the 
WVPSC. 

 • A $35 million increase related to the 2011 recording of an obligation to contribute to Partnership with 
Ohio and Ohio Growth Fund as a result of the approved December 2011 Ohio stipulation agreement. 

 • A $33 million increase in storm-related expenses. 

 • A $33 million increase in plant outage and other plant operating and maintenance expenses. 

 • A $25 million increase due to the 2010 deferral of 2009 storm costs as allowed by the Virginia SCC. 

• Asset Impairments and Other Related Charges in 2011 included the following:   

 • A 2011 plant impairment of $48 million for Sporn Plant Unit 5. 

 • A 2011 plant impairment of $42 million for the FGD project at Muskingum River Plant Unit 5. 

 • A 2011 write-off of $49 million related to SWEPCo’s expected Texas jurisdictional portion of the Turk 
Plant in excess of the Texas capital cost cap as a result of the November 2011 Texas Court of Appeals 
decision. 

• Depreciation and Amortization expenses increased $15 million primarily due to the following: 

 • A $23 million increase due to the amortization of carrying costs on deferred fuel as a result of the 
October 2011 Ohio POLR remand order. 

 • A $20 million increase in depreciation and amortization for TCC primarily due to increased 
amortization of TCC’s Securitized Transition Assets.  This increase is partially offset by an increase in 
revenues within Gross Margin. 

 • Overall higher depreciable property balances. 

 These increases were partially offset by: 
 • A $34 million decrease in depreciation and amortization for APCo primarily due to the expiration of 

E&R amortization of deferred carrying costs in Virginia.  

• Interest and Investment Income increased $20 million primarily due to interest income recorded in 2011 
for favorable adjustments related to the 2001-2006 federal income tax audit. 
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• Carrying Costs Income increased $323 million due to the 2011 recognition of a regulatory asset related to 
TCC capacity auction true-up amounts that were originally written off in 2005 and a related favorable 2011 
resolution of contested tax items related to the TCC stranded cost settlement.   

• Allowance for Equity Funds Used During Construction increased $14 million primarily due to 
construction of the Turk and Dresden Plants and various environmental upgrades, partially offset by a 
decrease due to the completion of the Stall Unit in June 2010. 

• Interest Expense decreased $56 million primarily due to lower outstanding long-term debt balances and 
lower long-term interest rates. 

• Income Tax Expense increased $71 million primarily due to an increase in pretax book income, partially 
offset by the 2010 tax treatment associated with the future reimbursement of Medicare Part D retiree 
prescription drug benefits and by the recording of federal and state income tax adjustments.  

 
TRANSMISSION OPERATIONS 

 
Wholly-owned Entities 
 
AEP Transmission Company, LLC (AEPTCo), a subsidiary of AEP, has seven wholly-owned transmission 
companies as follows: 
 

AEP East Transmission Companies (all operating within PJM) 
 

• AEP Appalachian Transmission Company, Inc. (APTCo) (covering Virginia) 

• AEP Indiana Michigan Transmission Company, Inc. (IMTCo) 

• AEP Kentucky Transmission Company, Inc. (KTCo) 

• AEP Ohio Transmission Company, Inc. (OHTCo) 

• AEP West Virginia Transmission Company, Inc. (WVTCo) 
 
AEP West Transmission Companies (all operating within SPP) 
 

• AEP Oklahoma Transmission Company, Inc. (OKTCo) 

• AEP Southwestern Transmission Company, Inc. (SWTCo) (covering Arkansas and Louisiana) 
 
IMTCo, OHTCo, OKTCo and WVTCo have been approved by the applicable state commissions or are operating 
where state approval was not necessary.  APTCo has been authorized to submit projects for approval from the 
Virginia SCC.  Applications for regulatory approvals have been filed and are currently under consideration in 
Arkansas, Kentucky and Louisiana.   
 
The AEP East Transmission Companies and the AEP West Transmission Companies have FERC-approved returns 
on common equity of 11.49% and 11.20%, respectively, based on a capital structure of up to 50% equity.  AEPSC 
and other AEP subsidiaries provide services to the transmission companies through service agreements.   
 
All of the transmission companies’ capital needs are provided by Parent, AEPTCo and/or the Utility Money Pool.  
The Utility Money Pool is used to meet the short-term borrowing needs of AEP regulated utility subsidiaries.  The 
Utility Money Pool operates in accordance with the terms and conditions approved in regulatory orders. 
 
In October 2012, AEPTCo completed a $250 million debt offering and immediately loaned $200 million and $50 
million in proceeds to OHTCo and IMTCo, respectively.  In December 2012, AEPTCo issued an additional $75 
million in debt and immediately loaned the proceeds to OKTCo.  AEPTCo will issue an additional $25 million in 
March 2013 but it is not yet determined which subsidiaries of AEPTCo will receive the proceeds. 
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Joint Venture Initiatives

We are currently participating in the following joint venture initiatives: 

         Total       

         Estimated   AEP's   

    Projected     Project Costs   Investment at  Approved

Project    Completion   Owners  at   December 31,  Return on 

Name Location  Date   (Ownership %)  Completion  2012   Equity 

          (in thousands)     

ETT Texas 2022  MidAmerican  $  3,056,000 (a) $  353,654  9.96 %  

 (ERCOT)  Energy (50%)      

   AEP (50%)      

         

Prairie Wind Kansas 2014  Westar Energy (50%)   180,000    7,091  12.8 %  

   MidAmerican Energy      

   (25%) (b)      

     AEP (25%) (b)          

         

Pioneer Indiana 2018 (c) Duke Energy (50%)   950,000 (c)   1,876  12.54 %  

   AEP (50%)      

         

RITELine IN Indiana 2019  Exelon (12.5%) (d)   400,000    732 (e)  11.43 %

   AEP (87.5%) (d)      

          

RITELine IL Illinois 2019  Commonwealth   1,200,000    115 (e)  11.43 %

   Edison (75%)       

   Exelon (12.5%) (d)       

   AEP (12.5%) (d)       

          

Transource Missouri 2017  Great Plains Energy   445,000    823 (g)%  

Missouri    (13.5%) (f)       

    AEP (86.5%) (f)       

 
(a) ETT’s investment in current and future projects in ERCOT over the next ten years is expected to be $3.056 billion.  

Future projects will be evaluated on a case-by-case basis. 
(b) AEP owns 25% of Prairie Wind Transmission, LLC (Prairie Wind) through its ownership interest in ETA.  ETA is a 

50/50 joint venture with MidAmerican Energy and AEP.   
(c) The Pioneer project consists of approximately 240 miles of new 765 kV transmission lines, which is estimated to cost 

$950 million at completion.  In August 2012, Pioneer announced it would develop the first 66-mile segment jointly with 
Northern Indiana Public Service Company at a total estimated cost of $330 million, subject to regulatory approval.  The 
projected completion date for the first 66-mile segment is 2018.  The projected completion dates for the remaining 
segments have not been determined.   

(d) AEP owns 87.5% of RITELine Indiana, LLC (RITELine IN) through its ownership interest in RITELine Transmission 
Development, LLC (RTD) and AEP Transmission Holding Company, LLC (AEPTHC).  AEP owns 12.5% of RITELine 
Illinois, LLC (RITELine IL) through its ownership interest in RTD.  RTD is a 50/50 joint venture with Exelon 
Transmission Company, LLC and AEPTHC.   

(e) RITELine IN is a consolidated variable interest entity.  RTD received an order from the FERC in October 2011 granting 
incentives for the RITELine IN and RITELine IL projects.  The projects are currently under evaluation by PJM. 

(f) AEP owns 86.5% of Transource Missouri through its ownership interest in Transource Energy, LLC (Transource).  
Transource is a joint venture with AEPTHC and Great Plains Energy formed to pursue competitive transmission projects 
in PJM, SPP and MISO.  AEPTHC and Great Plains Energy own 86.5% and 13.5% of Transource, respectively.   

(g) In August 2012, Transource Missouri requested at the FERC a base ROE of 10.6% plus incentives. 
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In August 2012, the PJM board cancelled the Potomac-Appalachian Transmission Highline Project (PATH Project), 
our transmission joint venture with FirstEnergy, and removed it from the 2012 Regional Transmission Expansion 
Plan.  In November 2012, the FERC issued an order accepting AEP’s and FirstEnergy’s abandonment cost recovery 
filing which requested authority to recover prudently-incurred costs associated with the PATH Project.  The FERC 
also set the issue of prudency of costs for settlement proceedings.  AEP’s investment in the PATH Project as of 
December 31, 2012 was $31 million.  
 
For the consolidated entities within our Transmission Operations segment, we forecast approximately $700 million, 
excluding AFUDC, of construction expenditures for 2013.  For the equity investments within our Transmission 
Operations segment, we forecast approximately $55 million of AEP equity contributions in 2013 to support 
construction expenditures and the payment of operating expenses. 
 
2012 Compared to 2011 
 
Income Before Extraordinary Item from our Transmission Operations segment increased from $30 million in 2011 
to $43 million in 2012 primarily due to an increase in investments by ETT and our wholly-owned transmission 
subsidiaries. 
 
2011 Compared to 2010 
 
Income Before Extraordinary Item from our Transmission Operations segment increased from $9 million in 2010 to 
$30 million in 2011 primarily due to an increase in transmission investments by ETT and our wholly-owned 
transmission subsidiaries. 
 
AEP RIVER OPERATIONS 
 
2012 Compared to 2011 
 
Income Before Extraordinary Item from our AEP River Operations segment decreased from $45 million in 2011 to 
$15 million in 2012 primarily due to the 2012 drought, which had significant impacts on river conditions and crop 
yields, resulting in reduced grain exports. 
 
2011 Compared to 2010 
 
Income Before Extraordinary Item from our AEP River Operations segment increased from $37 million in 2010 to 
$45 million in 2011 primarily due to increased coal exports, increased barge fleet size and the cost reduction 
initiatives in 2010, partially offset by higher fuel, maintenance and flood-related expenses. 
 
GENERATION AND MARKETING 

 

2012 Compared to 2011 
 
Income Before Extraordinary Item from our Generation and Marketing segment decreased from $14 million in 2011 
to $7 million in 2012 primarily due to the expiration of wind-related production tax credits in 2011 and lower gross 
margins at the Oklaunion Plant, partially offset by higher retail margins in PJM and higher trading margins. 
 
2011 Compared to 2010 
 
Income Before Extraordinary Item from our Generation and Marketing segment decreased from $25 million in 2010 
to $14 million in 2011 primarily due to lower gross margins at the Oklaunion Plant. 
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ALL OTHER 
 

2012 Compared to 2011 

 
Income Before Extraordinary Item from All Other decreased from a loss of $62 million in 2011 to a loss of $102 
million in 2012 primarily due to costs associated with the early retirement of debt in 2012 and the 2012 adjustment 
of a UK windfall tax provision as a result of a recent related Supreme Court case, partially offset by a loss incurred 
in 2011 related to the settlement of litigation with BOA and Enron. 
 

2011 Compared to 2010 

 
Income Before Extraordinary Item from All Other decreased from a loss of $45 million in 2010 to a loss of $62 
million in 2011 primarily due to a loss incurred in 2011 related to the settlement of litigation with BOA and Enron 
and a gain on the sale of our remaining shares of Intercontinental Exchange, Inc. (ICE) in 2010, partially offset by a 
contribution to AEP’s charitable foundation in 2010. 
 
AEP SYSTEM INCOME TAXES 

 

2012 Compared to 2011 
 
Income Tax Expense decreased $214 million primarily due to a decrease in pretax book income and the unrealized 
capital loss valuation allowance related to a deferred tax asset associated with the settlement of litigation with BOA 
and Enron recorded in 2011, partially offset by the recording of federal and state income tax adjustments. 
 
2011 Compared to 2010 
 
Income Tax Expense increased $175 million primarily due to an increase in pretax book income and the unrealized 
capital loss valuation allowance related to a deferred tax asset associated with the settlement of litigation with BOA 
and Enron, partially offset by the 2010 tax treatment associated with the future reimbursement of Medicare Part D 
retiree prescription drug benefits and by the recording of federal and state income tax adjustments. 
 
FINANCIAL CONDITION 
 
We measure our financial condition by the strength of our balance sheet and the liquidity provided by our cash 
flows. 
 
LIQUIDITY AND CAPITAL RESOURCES 

 

Debt and Equity Capitalization 

 

   December 31, 

   2012  2011 

   (dollars in millions)

 Long-term Debt, including amounts due within one year $  17,757   52.3 %  $  16,516   50.3 %
 Short-term Debt   981   2.9    1,650   5.0 

 Total Debt   18,738   55.2    18,166   55.3 
 AEP Common Equity   15,237   44.8    14,664   44.7 
 Noncontrolling Interests   -   -    1   - 

 Total Debt and Equity Capitalization $  33,975   100.0 %  $  32,831   100.0 %

 

Our ratio of debt-to-total capital decreased from 55.3% as of December 31, 2011 to 55.2% as of December 31, 2012 
primarily due to an increase in common equity, partially offset by a net increase in debt issuances, including the 
March 2012 issuance of $800 million of securitization bonds. 
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Liquidity 
 
Liquidity, or access to cash, is an important factor in determining our financial stability.  We believe we have 
adequate liquidity under our existing credit facilities.  As of December 31, 2012, we had $3.25 billion in aggregate 
credit facility commitments to support our operations.  Additional liquidity is available from cash from operations 
and a receivables securitization agreement.  We are committed to maintaining adequate liquidity.  We generally use 
short-term borrowings to fund working capital needs, property acquisitions and construction until long-term funding 
is arranged.  Sources of long-term funding include issuance of long-term debt, sale-leaseback or leasing agreements 
or common stock. 
 
Credit Facilities 

 
We manage our liquidity by maintaining adequate external financing commitments.  As of December 31, 2012, our 
available liquidity was approximately $3.1 billion as illustrated in the table below: 
 
    Amount   Maturity 

    (in millions)    

 Commercial Paper Backup:      
  Revolving Credit Facility  $  1,500   June 2015
  Revolving Credit Facility    1,750   July 2016 

 Total    3,250    
 Cash and Cash Equivalents    279    

 Total Liquidity Sources    3,529    
 Less: AEP Commercial Paper Outstanding    321    
  Letters of Credit Issued    131    

 Net Available Liquidity  $  3,077    

 
We have credit facilities totaling $3.25 billion to support our commercial paper program.  The credit facilities allow 
us to issue letters of credit in an amount up to $1.35 billion. 
 
In February 2013, we increased and extended the $1.5 billion credit facility due in June 2015 to $1.75 billion due in 
June 2016, extended the $1.75 billion credit facility due in July 2016 to July 2017 and issued a $1 billion interim 
credit facility due in May 2015 to fund certain OPCo maturities. 
 
We use our commercial paper program to meet the short-term borrowing needs of our subsidiaries.  The program is 
used to fund both a Utility Money Pool, which funds the utility subsidiaries, and a Nonutility Money Pool, which 
funds the majority of the nonutility subsidiaries.  In addition, the program also funds, as direct borrowers, the short-
term debt requirements of other subsidiaries that are not participants in either money pool for regulatory or 
operational reasons.  The maximum amount of commercial paper outstanding during 2012 was $1.2 billion.  The 
weighted-average interest rate for our commercial paper during 2012 was 0.44%. 
 

Financing Plan 

 
As of December 31, 2012, we have $2.2 billion of long-term debt due within one year which includes $528 million 
of Pollution Control Bonds with mandatory tender dates and credit support for variable interest rates that requires 
the debt be classified as current.  Also included in our long-term debt due within one year is $363 million of 
securitization bonds and DCC Fuel notes payable which will be repaid.  We plan to refinance the majority of our 
other maturities due within one year. 
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Securitized Accounts Receivables 

 

In 2012, we renewed our receivables securitization agreement.  The agreement provides a commitment of $700 
million from bank conduits to purchase receivables.  A commitment of $385 million expires in June 2013 and the 
remaining commitment of $315 million expires in June 2015.  We intend to extend or replace the agreement 
expiring in June 2013 on or before its maturity.  
 
Securitization of Regulatory Assets 

 
In March 2012, West Virginia passed securitization legislation which allows the WVPSC to establish a regulatory 
framework to securitize certain deferred ENEC balances and other ENEC related assets.  In August 2012, APCo and 
WPCo filed with the WVPSC a request for a financing order to securitize $422 million related to APCo’s December 
2011 under-recovered ENEC deferral balance, other ENEC-related assets and related financing costs.  In January 
2013, intervenors filed testimony that recommended securitization of approximately $370 million.  The differences 
between APCo’s and WPCo’s request and the intervenors’ testimony represent previously approved ENEC-related 
deferred amounts being recovered in the ENEC over extended periods, various amounts deferred subsequent to the 
2011 securitization period and related securitization financing costs.  APCo and WPCo are currently in settlement 
discussions with intervenors. 
 
In August 2012, OPCo filed an application with the PUCO requesting securitization of the Deferred Asset Recovery 
Rider (DARR) balance.  As of December 31, 2012, OPCo’s DARR balance was $287 million, including $135 
million of unrecognized equity carrying costs.  Currently, the DARR is being recovered through 2018 by a non-
bypassable rider.  If the application is approved and the securitization bonds are issued, the DARR will cease and 
will be replaced by the Deferred Asset Phase-in Rider, which will recover the securitized asset over seven years. 
 
Debt Covenants and Borrowing Limitations 

 
Our revolving credit agreements contain certain covenants and require us to maintain our percentage of debt to total 
capitalization at a level that does not exceed 67.5%.  The method for calculating outstanding debt and capitalization 
is contractually defined in our revolving credit agreements.  Debt as defined in the revolving credit agreements 
excludes securitization bonds and debt of AEP Credit.  As of December 31, 2012, this contractually-defined 
percentage was 51.3%.  Nonperformance under these covenants could result in an event of default under these credit 
agreements.  As of December 31, 2012, we complied with all of the covenants contained in these credit agreements.  
In addition, the acceleration of our payment obligations, or the obligations of certain of our major subsidiaries, prior 
to maturity under any other agreement or instrument relating to debt outstanding in excess of $50 million, would 
cause an event of default under these credit agreements and in a majority of our non-exchange traded commodity 
contracts which would permit the lenders and counterparties to declare the outstanding amounts payable.  However, 
a default under our non-exchange traded commodity contracts does not cause an event of default under our 
revolving credit agreements. 
 
The revolving credit facilities do not permit the lenders to refuse a draw on any facility if a material adverse change 
occurs. 
 
Utility Money Pool borrowings and external borrowings may not exceed amounts authorized by regulatory orders.  
As of December 31, 2012, we had not exceeded those authorized limits. 
 
Dividend Policy and Restrictions 

 
The Board of Directors declared a quarterly dividend of $0.47 per share in January 2013.  Future dividends may 
vary depending upon our profit levels, operating cash flow levels and capital requirements, as well as financial and 
other business conditions existing at the time.  Our income derives from our common stock equity in the earnings of 
our utility subsidiaries.  Various financing arrangements and regulatory requirements may impose certain 
restrictions on the ability of our utility subsidiaries to transfer funds to us in the form of dividends.   
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We do not believe restrictions related to our various financing arrangements and regulatory requirements will have 
any significant impact on Parent’s ability to access cash to meet the payment of dividends on its common stock. 
 
Credit Ratings 
 
We do not have any credit arrangements that would require material changes in payment schedules or terminations 
as a result of a credit downgrade, but our access to the commercial paper market may depend on our credit ratings.  
In addition, downgrades in our credit ratings by one of the rating agencies could increase our borrowing costs.  
Counterparty concerns about the credit quality of AEP or its utility subsidiaries could subject us to additional 
collateral demands under adequate assurance clauses under our derivative and non-derivative energy contracts. 
 
CASH FLOW 

 
Managing our cash flows is a major factor in maintaining our liquidity strength. 
 
    Years Ended December 31,

    2012  2011  2010 

    (in millions) 

 Cash and Cash Equivalents at Beginning of Period  $  221  $  294  $  490 

 Net Cash Flows from Operating Activities    3,804    3,788    2,662 
 Net Cash Flows Used for Investing Activities    (3,391)   (2,890)   (2,523)
 Net Cash Flows Used for Financing Activities    (355)   (971)   (335)

 Net Increase (Decrease) in Cash and Cash Equivalents    58    (73)   (196)

 Cash and Cash Equivalents at End of Period  $  279  $  221  $  294 

 

Cash from operations and short-term borrowings provides working capital and allows us to meet other short-term 
cash needs. 
 
Operating Activities          

    Years Ended December 31,

    2012  2011  2010 

    (in millions) 

 Net Income  $  1,262  $  1,949  $  1,218 
 Depreciation and Amortization    1,782    1,655    1,641 
 Other    760    184    (197)

 Net Cash Flows from Operating Activities  $  3,804  $  3,788  $  2,662 

 
Net Cash Flows from Operating Activities were $3.8 billion in 2012 consisting primarily of Net Income of $1.3 
billion, $1.8 billion of noncash Depreciation and Amortization and $287 million in Asset Impairments related to 
certain Ohio generation assets.  Other changes represent items that had a current period cash flow impact, such as 
changes in working capital, as well as items that represent future rights or obligations to receive or pay cash, such as 
regulatory assets and liabilities.  A significant change in other items includes the unfavorable impact of an increase 
in fuel inventory due to the mild winter weather.  Deferred Income Taxes increased primarily due to provisions in 
the Small Business Jobs Act and the Tax Relief, Unemployment Insurance Reauthorization and Jobs Creation Act 
and an increase in tax versus book temporary differences from operations.  During 2012, we also contributed $200 
million to our qualified pension trust. 
 
Net Cash Flows from Operating Activities were $3.8 billion in 2011 consisting primarily of Net Income of $1.9 
billion and $1.7 billion of noncash Depreciation and Amortization.  Other changes represent items that had a current 
period cash flow impact, such as changes in working capital, as well as items that represent future rights or 
obligations to receive or pay cash, such as regulatory assets and liabilities.  Following a Supreme Court of Texas 
reversal of the PUCT’s capacity auction true-up disallowance and the PUCT’s approval of a stipulation agreement, 
we recorded an Extraordinary Item, Net of Tax of $373 million for the 2011 recognition of a regulatory asset related 
to TCC capacity auction true-up amounts and the reversal of tax related regulatory credits.  We also recorded $393 
million in Carrying Costs Income primarily related to the Texas restructuring appeals.  A significant change in other 
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items includes the favorable impact of a decrease in fuel inventory.  Deferred Income Taxes increased primarily due 
to bonus depreciation provisions in the Small Business Jobs Act and the Tax Relief, Unemployment Insurance 
Reauthorization and Jobs Creation Act, the settlement with BOA and Enron and an increase in tax versus book 
temporary differences from operations.  In February 2011, we paid $425 million to BOA of which $211 million was 
used to settle litigation with BOA and Enron. The remaining $214 million was used to acquire cushion gas as 
discussed in Investing Activities below.  During 2011, we also contributed $450 million to our qualified pension 
trust. 
 
Net Cash Flows from Operating Activities were $2.7 billion in 2010 consisting primarily of Net Income of $1.2 
billion and $1.6 billion of noncash Depreciation and Amortization.  Other changes represent items that had a current 
period cash flow impact, such as changes in working capital, as well as items that represent future rights or 
obligations to receive or pay cash, such as regulatory assets and liabilities.  Other includes a $656 million increase in 
securitized receivables under the application of new accounting guidance for “Transfers and Servicing” related to 
our sale of receivables agreement.  Significant changes in other items include an increase in under-recovered fuel 
primarily due to the deferral of fuel under the FAC in Ohio and higher fuel costs in Oklahoma, accrued tax benefits 
and the favorable impact of a decrease in fuel inventory.  Deferred Income Taxes increased primarily due to a 
change in tax versus book temporary differences from operations.  Accrued Taxes, Net increased primarily as a 
result of the receipt of a federal income tax refund of $419 million related to a net operating loss in 2009 that was 
carried back to 2007 and 2008.  We also contributed $500 million to our qualified pension trust in 2010. 
 
Investing Activities          

    Years Ended December 31,

    2012  2011  2010 

    (in millions) 

 Construction Expenditures  $  (3,025) $  (2,669) $  (2,345)
 Acquisitions of Nuclear Fuel    (107)   (106)   (91)
 Acquisitions of Assets/Businesses    (94)   (19)   (155)
 Acquisitions of Cushion Gas from BOA    -    (214)   - 
 Proceeds from Sales of Assets    18    123    187 
 Other    (183)   (5)   (119)

 Net Cash Flows Used for Investing Activities  $  (3,391) $  (2,890) $  (2,523)

 
Net Cash Flows Used for Investing Activities were $3.4 billion in 2012 primarily due to Construction Expenditures 
for new generation, environmental, distribution and transmission investments.  Acquisitions of Assets/Businesses 
include our March 2012 purchase of BlueStar for $70 million. 
 
Net Cash Flows Used for Investing Activities were $2.9 billion in 2011 primarily due to Construction Expenditures 
for new generation, environmental, distribution and transmission investments.  We paid $214 million to BOA for 
cushion gas as part of a litigation settlement. 
 
Net Cash Flows Used for Investing Activities were $2.5 billion in 2010 primarily due to Construction Expenditures 
for environmental, new generation, distribution and transmission investments.  Proceeds from Sales of Assets in 
2010 include $139 million for sales of Texas transmission assets to ETT. 
 
Financing Activities          

    Years Ended December 31,

    2012  2011  2010 

    (in millions) 

 Issuance of Common Stock, Net  $  83  $  92  $  93 
 Issuance/Retirement of Debt, Net    544    (33)   497 
 Retirement of Cumulative Preferred Stock    -    (64)   - 
 Dividends Paid on Common Stock    (916)   (898)   (824)
 Other    (66)   (68)   (101)

 Net Cash Flows Used for Financing Activities  $  (355) $  (971) $  (335)
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Net Cash Flows Used for Financing Activities in 2012 were $355 million.  Our net debt issuances were $544 
million. The net issuances included issuances of $1.7 billion of senior unsecured notes, $800 million of 
securitization bonds, $287 million of notes payable and other debt and $65 million of pollution control bonds offset 
by retirements of $902 million of senior unsecured and other debt notes, $315 million of junior subordinate 
debentures, $220 million of pollution control bonds, $206 million of securitization bonds and a decrease in short-
term borrowing of $669 million.  We paid common stock dividends of $916 million.  See Note 13  – Financing 
Activities. 
 
Net Cash Flows Used for Financing Activities in 2011 were $971 million.  Our net debt retirements were $33 
million. The net retirements included retirements of $727 million of senior unsecured and other debt notes, $778 
million of pollution control bonds and $159 million of securitization bonds offset by issuances of $710 million of 
notes, $627 million of pollution control bonds and an increase in short-term borrowing of $304 million.  We paid 
common stock dividends of $898 million and $64 million to retire all of our subsidiaries’ preferred stocks.   
 
Net Cash Flows Used for Financing Activities in 2010 were $335 million.  Our net debt issuances were $497 
million.  The net issuances included issuances of $952 million of notes and $326 million of pollution control bonds, 
a $531 million increase in commercial paper outstanding and retirements of $1.6 billion of notes, $148 million of 
securitization bonds and $222 million of pollution control bonds.  Our short-term debt securitized by receivables 
increased $656 million under the application of new accounting guidance for “Transfers and Servicing” related to 
our sale of receivables agreement.  We paid common stock dividends of $824 million. 
 
The following financing activities occurred during 2012:  
 
AEP Common Stock: 
 

• During 2012, we issued 2.2 million shares of common stock under our incentive compensation, employee 
savings and dividend reinvestment plans and received net proceeds of $83 million. 

 
Debt: 
 

• During 2012, we issued approximately $2.9 billion of long-term debt, including $1.7 billion of senior 
notes at interest rates ranging from 1.65% to 4.78% and $800 million of securitization bonds at interest 
rates ranging from 0.88% to 2.85%.  We also issued $65 million of pollution control revenue bonds at 
2.25%, $65 million of notes payable at 4.58% and $220 million of other debt at variable interest rates.  
The proceeds from these issuances were used to fund long-term debt maturities and our construction 
programs. 

• During 2012, we entered into $750 million of interest rate derivatives and settled $458 million of such 
transactions.  The settlements resulted in net cash payments of $23 million.  As of December 31, 2012, we 
had in place $1.2 billion of notional interest rate derivatives designated as cash flow and fair value hedges. 

 
In 2013: 
 

• In January 2013, TCC retired $105 million of its outstanding Securitization Bonds. 

• In January and February 2013, I&M retired $23 million of Notes Payable related to DCC Fuel. 

• In February 2013, OPCo retired $250 million of 5.5% Senior Unsecured Notes due in 2013. 
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BUDGETED CONSTRUCTION EXPENDITURES 

 
We forecast approximately $3.6 billion of construction expenditures excluding equity AFUDC and capitalized 
interest for 2013.  For 2014 and 2015, we forecast construction expenditures of $3.8 billion each year.  The 
projected increases are generally the result of required environmental investment to comply with Federal EPA rules 
and additional transmission spending.  Estimated construction expenditures are subject to periodic review and 
modification and may vary based on the ongoing effects of regulatory constraints, environmental regulations, 
business opportunities, market volatility, economic trends, weather, legal reviews and the ability to access capital.  
We expect to fund these construction expenditures through cash flows from operations and financing activities.  
Generally, the subsidiaries use cash or short-term borrowings under the money pool to fund these expenditures until 
long-term funding is arranged.  The 2013 estimated construction expenditures include generation, transmission and 
distribution related investments, as well as expenditures for compliance with environmental regulations as follows:  
 

  2013   

  Budgeted  

  Construction  

  Expenditures  

  (in millions)  

 Environmental $  544  
 Generation   647  
 Transmission   1,286  
 Distribution   1,009  
 Other   92  

 Total $  3,578  

 
OFF-BALANCE SHEET ARRANGEMENTS 
 
In prior periods, under a limited set of circumstances, we entered into off-balance sheet arrangements for various 
reasons including reducing operational expenses and spreading risk of loss to third parties.  Our current guidelines 
restrict the use of off-balance sheet financing entities or structures to traditional operating lease arrangements that 
we enter in the normal course of business.  The following identifies significant off-balance sheet arrangements. 
 
Rockport Plant Unit 2 

 
AEGCo and I&M entered into a sale-and-leaseback transaction in 1989 with Wilmington Trust Company (Owner 
Trustee), an unrelated unconsolidated trustee for Rockport Plant Unit 2 (the Plant).  The Owner Trustee was 
capitalized with equity from six owner participants with no relationship to AEP or any of its subsidiaries and debt 
from a syndicate of banks and certain institutional investors.  The future minimum lease payments for AEGCo and 
I&M are $739 million and $739 million, respectively, as of December 31, 2012. 
 
The gain from the sale was deferred and is being amortized over the term of the lease, which expires in 2022.  The 
Owner Trustee owns the Plant and leases it to AEGCo and I&M.  Our subsidiaries account for the lease as an 
operating lease with the future payment obligations included in Note 12.  The lease term is for 33 years with 
potential renewal options.  At the end of the lease term, AEGCo and I&M have the option to renew the lease or the 
Owner Trustee can sell the Plant.  We, as well as our subsidiaries, have no ownership interest in the Owner Trustee 
and do not guarantee its debt. 
 

Railcars 
 
In June 2003, we entered into an agreement with BTM Capital Corporation, as lessor, to lease 875 coal-transporting 
aluminum railcars.  The initial lease term was five years with three consecutive five-year renewal periods for a 
maximum lease term of twenty years.  We intend to maintain the lease for the full lease term of twenty years via the 
renewal options.  The lease is accounted for as an operating lease.  The future minimum lease obligation is $29 
million for the remaining railcars as of December 31, 2012.  Under a return-and-sale option, the lessor is guaranteed 
that the sale proceeds will equal at least a specified lessee obligation amount which declines with each five-year 
renewal.  As of December 31, 2012, the maximum potential loss was approximately $25 million assuming the fair 
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value of the equipment is zero at the end of the current five-year lease term.  However, we believe that the fair value 
would produce a sufficient sales price to avoid any loss.  We have other railcar lease arrangements that do not utilize 
this type of financing structure. 
 
CONTRACTUAL OBLIGATION INFORMATION 
 
Our contractual cash obligations include amounts reported on the balance sheets and other obligations disclosed in 
our footnotes.  The following table summarizes our contractual cash obligations as of December 31, 2012: 
 

Payments Due by Period

 
   Less Than      After   

Contractual Cash Obligations 1 Year  2-3 Years  4-5 Years  5 Years Total 

 (in millions) 

Short-term Debt (a)  $  981 $  - $  - $  - $  981 
Interest on Fixed Rate Portion of Long-term       
 Debt (b)    861   1,527   1,308   6,011   9,707 
Fixed Rate Portion of Long-term Debt (c)    1,410   2,425   2,493   10,513   16,841 
Variable Rate Portion of Long-term Debt (d)    761   182   2   -   945 
Capital Lease Obligations (e)    95   144   122   244   605 
Noncancelable Operating Leases (e)    302   532   452   1,034   2,320 
Fuel Purchase Contracts (f)    2,631   3,971   2,906   3,097   12,605 
Energy and Capacity Purchase Contracts (g)   177   359   368   2,494   3,398 
Construction Contracts for Capital Assets (h)    859   1,264   1,197   1,326   4,646 

Total  $  8,077 $  10,404 $  8,848 $  24,719 $  52,048 

 
(a) Represents principal only excluding interest. 
(b) Interest payments are estimated based on final maturity dates of debt securities outstanding as of December 

31, 2012 and do not reflect anticipated future refinancing, early redemptions or debt issuances. 
(c) See “Long-term Debt” section of Note 13.  Represents principal only excluding interest. 
(d) See “Long-term Debt” section of Note 13.  Represents principal only excluding interest.  Variable rate debt 

had interest rates that ranged between 0.11% and 2.18% as of December 31, 2012. 
(e) See Note 12. 
(f) Represents contractual obligations to purchase coal, natural gas, uranium and other consumables as fuel for 

electric generation along with related transportation of the fuel. 
(g) Represents contractual obligations for energy and capacity purchase contracts. 
(h) Represents only capital assets for which we have signed contracts.  Actual payments are dependent upon 

and may vary significantly based upon the decision to build, regulatory approval schedules, timing and 
escalation of project costs. 

 
Our $61 million liability related to uncertainty in Income Taxes is not included above because we cannot reasonably 
estimate the cash flows by period. 
 
Our pension funding requirements are not included in the above table.  As of December 31, 2012, we expect to make 
contributions to our pension plans totaling $108 million in 2013.  Estimated contributions of $107 million in 2014 
and $107 million in 2015 may vary significantly based on market returns, changes in actuarial assumptions and 
other factors.  Based upon the projected benefit obligation and fair value of assets available to pay pension benefits, 
our pension plans were 90.2% funded as of December 31, 2012. 
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In addition to the amounts disclosed in the contractual cash obligations table above, we make additional 
commitments in the normal course of business.  These commitments include standby letters of credit, guarantees for 
the payment of obligation performance bonds and other commitments.  As of December 31, 2012, our commitments 
outstanding under these agreements are summarized in the table below: 
 

Amount of Commitment Expiration Per Period

  Less Than      After   

Other Commercial Commitments 1 Year  2-3 Years  4-5 Years  5 Years Total 

  (in millions)

Standby Letters of Credit (a)  $  131 $  - $  - $  - $  131

Guarantees of the Performance of Outside Parties (b)    -   -   -   115   115

Guarantees of Our Performance (c)    604   15   10   62   691

Total Commercial Commitments  $  735 $  15 $  10 $  177 $  937

 
(a) We enter into standby letters of credit (LOCs) with third parties.  These LOCs cover items such as gas and electricity risk 

management contracts, construction contracts, insurance programs, security deposits and debt service reserves.  AEP, on 
behalf of our subsidiaries, and/or the subsidiaries issued all of these LOCs in the ordinary course of business.  There is no
collateral held in relation to any guarantees in excess of our ownership percentages.  In the event any LOC is drawn, there 
is no recourse to third parties.  The maximum future payments of these LOCs are $131 million with maturities ranging 
from January 2013 to April 2014.  See “Letters of Credit” section of Note 5. 

(b) See “Guarantees of Third-Party Obligations” section of Note 5. 
(c) We issued performance guarantees and indemnifications for energy trading and various sale agreements. 

 
SIGNIFICANT TAX LEGISLATION 
 
The Small Business Jobs Act, enacted in September 2010, included a one-year extension of the 50% bonus 
depreciation provision.  The Tax Relief, Unemployment Insurance Reauthorization and the Job Creation Act of 
2010 extended the life of research and development, employment and several energy tax credits originally scheduled 
to expire at the end of 2010.  In addition, this act extended the time for claiming bonus depreciation and increased 
the deduction to 100% starting in September 2010 through 2011 and decreasing the deduction to 50% for 2012.  The 
American Taxpayer Relief Act of 2012 provided for the extension of several business and energy industry tax 
deductions and credits, including the one-year extension of the 50% bonus depreciation to 2013.  
 
The enacted provisions had no material impact on net income, financial condition or cash flows in 2012, but are 
expected to result in material future cash flow benefits. 
 
CYBER SECURITY 

 
Cyber security presents a heightened risk for electric utility systems because a cyber-attack could affect critical 
energy infrastructure.  Breaches to the cyber security of the grid or to our system are potentially disruptive to people, 
property and commerce and create risk for our business, our investors and our customers.  In February 2013, 
President Obama signed an executive order that addresses how government agencies will operate and support the 
functions in cyber security as well as redefine how the government interfaces with critical infrastructure, such as the 
electric grid.  We already operate under regulatory cyber security standards to protect critical infrastructure.  The 
cyber security framework that will be developed through this executive order will be reviewed by the FERC.  We 
expect to participate in the process and will share best practices already in place.  We protect our critical cyber 
assets, such as our data centers and transmission operations centers and business network, using multiple layers of 
cyber security and authentication.  We constantly scan the system for risks or threats. 
 
Cyber hackers have been able to breach a number of very secure facilities, from federal agencies, banks and retailers 
to social media sites.  As these events become known and develop, we continually assess our own cyber security 
tools and processes to determine where we might need to strengthen our defenses. 
 
In recent years, we have taken several steps to enhance our capabilities for identifying risks or threats.  AEP became 
the first utility in the country to build a Cyber Security Operations Center.  Funding was included as part of a larger 
American Recovery and Reinvestment Act Department of Energy Smart Grid Demonstration Project grant.  This 
facility is designed as a pilot cyber threat and information-sharing center specifically for the electric sector.  
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We have partnered with a nonaffiliated entity to leverage their experience and technical capabilities, which were 
developed through their work with the U.S. Department of Defense.  We work with a consortium of other utilities 
across the country, learning how best to share information about potential threats and collaborating with each other 
and with the Department of Homeland Security.  We also worked with a nonaffiliated entity to conduct several 
seminars in 2011 about recognizing and investigating cyber vulnerabilities.  Through these types of efforts, we are 
working to protect AEP while helping our industry advance its cyber security capabilities. 
 

In March 2012, we signed a cooperative research and development agreement with the Department of Homeland 
Security’s Office of Cyber Security and Communications, further enhancing our ability to directly exchange 
information about cyber threats.  In addition, we continue to partner with a number of federal and industry groups to 
advance the national capabilities of cyber security.  Among them is the U.S. Department of Energy, where we are 

working on several pilot projects covering advanced cyber security and assessment tools. 
 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES AND ACCOUNTING PRONOUNCEMENTS 
 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES 
 

The preparation of financial statements in accordance with GAAP requires us to make estimates and assumptions 
that affect reported amounts and related disclosures, including amounts related to legal matters and contingencies.  
We consider an accounting estimate to be critical if: 
 

• It requires assumptions to be made that were uncertain at the time the estimate was made; and 

• Changes in the estimate or different estimates that could have been selected could have a material effect on 
net income or financial condition. 

 

We discuss the development and selection of critical accounting estimates as presented below with the Audit 
Committee of AEP’s Board of Directors and the Audit Committee reviews the disclosures relating to them. 
 

We believe that the current assumptions and other considerations used to estimate amounts reflected in our financial 
statements are appropriate.  However, actual results can differ significantly from those estimates. 
 

The sections that follow present information about our critical accounting estimates, as well as the effects of 
hypothetical changes in the material assumptions used to develop each estimate. 
 

Regulatory Accounting 
 

Nature of Estimates Required 
 

Our financial statements reflect the actions of regulators that can result in the recognition of revenues and expenses 
in different time periods than enterprises that are not rate-regulated. 
 

We recognize regulatory assets (deferred expenses to be recovered in the future) and regulatory liabilities (deferred 
future revenue reductions or refunds) for the economic effects of regulation.  Specifically, we match the timing of 
expense and income recognition with regulated revenues.  We also record liabilities for refunds, or probable refunds, 
to customers that have not been made. 
 

Assumptions and Approach Used 
 

When incurred costs are probable of recovery through regulated rates, we record them as regulatory assets on the 
balance sheet.  We review the probability of recovery at each balance sheet date and whenever new events occur.  
Similarly, we record regulatory liabilities when a determination is made that a refund is probable or when ordered by 
a commission.  Examples of new events that affect probability include changes in the regulatory environment, 
issuance of a regulatory commission order or passage of new legislation.  The assumptions and judgments used by 
regulatory authorities continue to have an impact on the recovery of costs as well as the return of revenues, rate of 
return earned on invested capital and timing and amount of assets to be recovered through regulated rates.  If 
recovery of a regulatory asset is no longer probable, we write off that regulatory asset as a charge against earnings.  
A write-off of regulatory assets or establishment of a regulatory liability may also reduce future cash flows since 
there will be no recovery through regulated rates. 
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Effect if Different Assumptions Used 

 
A change in the above assumptions may result in a material impact on our net income.  Refer to Note 4 for further 
detail related to regulatory assets and regulatory liabilities. 
 
Revenue Recognition – Unbilled Revenues 
 
Nature of Estimates Required 

 
We record revenues when energy is delivered to the customer.  The determination of sales to individual customers is 
based on the reading of their meters, which we perform on a systematic basis throughout the month.  At the end of 
each month, amounts of energy delivered to customers since the date of the last meter reading are estimated and the 
corresponding unbilled revenue accrual is recorded.  This estimate is reversed in the following month and actual 
revenue is recorded based on meter readings.  In accordance with the applicable state commission regulatory 
treatment in Arkansas, Louisiana, Oklahoma and Texas, PSO and SWEPCo do not record the fuel portion of 
unbilled revenue. 
 
The changes in unbilled electric utility revenues for our Utility Operations segment were $5 million, $(81) million 
and $46 million for the years ended December 31, 2012, 2011 and 2010, respectively.  The changes in unbilled 
electric revenues are primarily due to changes in weather and rate increases.  Accrued unbilled revenues for the 
Utility Operations segment were $473 million and $468 million as of December 31, 2012 and 2011, respectively. 
 
In March 2012, our Generation and Marketing segment acquired an independent retail electric supplier.  The change 
in unbilled electric utility revenues for our Generation and Marketing segment was $31 million for the year ended 
December 31, 2012.   Accrued unbilled revenues for the Generation and Marketing segment were $38 million as of 
December 31, 2012. 
 
Assumptions and Approach Used 

 
For each operating company, we compute the monthly estimate for unbilled revenues as net generation less the 
current month’s billed KWh plus the prior month’s unbilled KWh.  However, due to meter reading issues, meter 
drift and other anomalies, a separate monthly calculation limits the unbilled estimate within a range of values.  This 
limiter calculation is derived from an allocation of billed KWh to the current month and previous month, on a cycle-
by-cycle basis, and by dividing the current month aggregated result by the billed KWh.  The limits are statistically 
set at one standard deviation from this percentage to determine the upper and lower limits of the range.  The unbilled 
estimate is compared to the limiter calculation and adjusted for variances exceeding the upper and lower limits. 
 

Effect if Different Assumptions Used 

 
Significant fluctuations in energy demand for the unbilled period, weather, line losses or changes in the composition 
of customer classes could impact the accuracy of the unbilled revenue estimate.  A 1% change in the limiter 
calculation when it is outside the range would increase or decrease unbilled revenues by 1% of the accrued unbilled 
revenues. 
 
Accounting for Derivative Instruments 
 
Nature of Estimates Required 

 
We consider fair value techniques, valuation adjustments related to credit and liquidity and judgments related to the 
probability of forecasted transactions occurring within the specified time period to be critical accounting estimates.  
These estimates are considered significant because they are highly susceptible to change from period to period and 
are dependent on many subjective factors. 
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Assumptions and Approach Used 

 
We measure the fair values of derivative instruments and hedge instruments accounted for using MTM accounting 
based primarily on exchange prices and broker quotes.  If a quoted market price is not available, we estimate the fair 
value based on the best market information available including valuation models that estimate future energy prices 
based on existing market and broker quotes, supply and demand market data and other assumptions.  Fair value 
estimates, based upon the best market information available, involve uncertainties and matters of significant 
judgment.  These uncertainties include projections of macroeconomic trends and future commodity prices, including 
supply and demand levels and future price volatility. 
 
We reduce fair values by estimated valuation adjustments for items such as discounting, liquidity and credit quality.  
We calculate liquidity adjustments by utilizing bid/ask spreads to estimate the potential fair value impact of 
liquidating open positions over a reasonable period of time.  We calculate credit adjustments on our risk 
management contracts using estimated default probabilities and recovery rates relative to our counterparties or 
counterparties with similar credit profiles and contractual netting agreements.  
 
With respect to hedge accounting, we assess hedge effectiveness and evaluate a forecasted transaction’s probability 
of occurrence within the specified time period as provided in the original hedge documentation. 
 
Effect if Different Assumptions Used 

 
There is inherent risk in valuation modeling given the complexity and volatility of energy markets.  Therefore, it is 
possible that results in future periods may be materially different as contracts settle. 
 
The probability that hedged forecasted transactions will not occur by the end of the specified time period could 
change operating results by requiring amounts currently classified in Accumulated Other Comprehensive Income 
(Loss) to be classified into operating income. 
 
For additional information regarding derivatives, hedging and fair value measurements, see Notes 9 and 10.  See 
“Fair Value Measurements of Assets and Liabilities” section of Note 1 for fair value calculation policy. 
 
Long-Lived Assets 
 
Nature of Estimates Required 

 
In accordance with the requirements of “Property, Plant and Equipment” accounting guidance, we evaluate long-
lived assets for impairment whenever events or changes in circumstances indicate that the carrying amount of any 
such assets may not be recoverable including planned abandonments and a probable disallowance for rate-making 
on a plant under construction or the assets meet the held-for-sale criteria.  We utilize a group composite method of 
depreciation to estimate the useful lives of long-lived assets.  The evaluations of long-lived, held-and-used assets 
may result from abandonments, significant decreases in the market price of an asset, a significant adverse change in 
the extent or manner in which an asset is being used or in its physical condition, a significant adverse change in legal 
factors or in the business climate that could affect the value of an asset, as well as other economic or operations 
analyses.  If the carrying amount is not recoverable, we record an impairment to the extent that the fair value of the 
asset is less than its book value.  Performing an impairment evaluation involves a significant degree of estimation 
and judgment in areas such as identifying circumstances that indicate an impairment may exist, identifying and 
grouping affected assets and developing the undiscounted and discounted future cash flows (used to estimate fair 
value in the absence of market-based value, in some instances) associated with the asset.  For assets held for sale, an 
impairment is recognized if the expected net sales price is less than its book value.  For regulated assets, the earnings 
impact of an impairment charge could be offset by the establishment of a regulatory asset if rate recovery is 
probable.  For nonregulated assets, any impairment charge is recorded against earnings. 
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Assumptions and Approach Used 
 

The fair value of an asset is the amount at which that asset could be bought or sold in a current transaction between 
willing parties other than in a forced or liquidation sale.  Quoted market prices in active markets are the best 
evidence of fair value and are used as the basis for the measurement, if available.  In the absence of quoted prices for 
identical or similar assets in active markets, we estimate fair value using various internal and external valuation 
methods including cash flow projections or other market indicators of fair value such as bids received, comparable 
sales or independent appraisals.  Cash flow estimates are based on relevant information available at the time the 
estimates are made.  Estimates of future cash flows are, by nature, highly uncertain and may vary significantly from 
actual results.  Also, when measuring fair value, management evaluates the characteristics of the asset or liability to 
determine if market participants would take those characteristics into account when pricing the asset or liability at 
the measurement date.  Such characteristics include, for example, the condition and location of the asset or 
restrictions of the use of the asset.  We perform depreciation studies that include a review of any external factors that 
may affect the useful life to determine composite depreciation rates and related lives which are subject to periodic 
review by state regulatory commissions for cost-based regulated assets.  The fair value of the asset could be different 
using different estimates and assumptions in these valuation techniques. 
 

Effect if Different Assumptions Used 
 

In connection with the evaluation of long-lived assets in accordance with the requirements of “Property, Plant and 
Equipment” accounting guidance, the fair value of an asset can vary if different estimates and assumptions would 
have been used in our applied valuation techniques.  The estimate for depreciation rates takes into account the 
history of interim capital replacements and the amount of salvage expected.  In cases of impairment, we made our 
best estimate of fair value using valuation methods based on the most current information at that time.  Fluctuations 
in realized sales proceeds versus the estimated fair value of the asset are generally due to a variety of factors 
including, but not limited to, differences in subsequent market conditions, the level of bidder interest, timing and 
terms of the transactions and our analysis of the benefits of the transaction. 
 

Pension and Other Postretirement Benefits 
 

We maintain a qualified, defined benefit pension plan (Qualified Plan), which covers substantially all nonunion and 
certain union employees, and unfunded, nonqualified supplemental plans (Nonqualified Plans) to provide benefits in 
excess of amounts permitted under the provisions of the tax law for participants in the Qualified Plan (collectively 
the Pension Plans).  Additionally, we entered into individual employment contracts with certain current and retired 
executives that provide additional retirement benefits as a part of the Nonqualified Plans.  We also sponsor other 
postretirement benefit plans to provide health and life insurance benefits for retired employees (Postretirement 
Plans).  The Pension Plans and Postretirement Plans are collectively referred to as the Plans. 
 

For a discussion of investment strategy, investment limitations, target asset allocations and the classification of 
investments within the fair value hierarchy, see “Investments Held in Trust for Future Liabilities” and “Fair Value 
Measurements of Assets and Liabilities” sections of Note 1.  See Note 7 for information regarding costs and 
assumptions for employee retirement and postretirement benefits.   
 

The following table shows the net periodic cost of the Plans: 
 

    Years Ended December 31,

 Net Periodic Benefit Cost  2012  2011  2010  

   (in millions) 

 Pension Plans  $ 134 $  118 $  141
 Postretirement Plans   89   73   111
 

The net periodic benefit cost is calculated based upon a number of actuarial assumptions, including expected long-
term rates of return on the Plans’ assets.  In developing the expected long-term rate of return assumption for 2013, 
we evaluated input from actuaries and investment consultants, including their reviews of asset class return 
expectations as well as long-term inflation assumptions.  We also considered historical returns of the investment 
markets and changes in tax rates which affect a portion of the Postretirement Plans’ assets.  We anticipate that the 
investment managers we employ for the Plans will invest the assets to generate future returns averaging 6.5% for the 
Qualified Plan and 7% for the Postretirement Plans. 
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The expected long-term rate of return on the Plans’ assets is based on our targeted asset allocation and our expected 
investment returns for each investment category.  Our assumptions are summarized in the following table: 
 
    Other Postretirement

  Pension Plans  Benefit Plans

   Assumed/   Assumed/ 

  2013 Expected  2013 Expected 

  Target Long-Term  Target Long-Term 

  Asset  Rate of  Asset  Rate of 

  Allocation  Return  Allocation  Return

 Equity  40 %   9.00 %   66 %   8.60 %
 Fixed Income  50 %   4.00 %   33 %   3.50 %
 Other Investments  10 %   8.80 %  -%   - %
 Cash and Cash Equivalents -%  -%   1 %   1.50 %

 Total  100 %     100 %    

 
We regularly review the actual asset allocation and periodically rebalance the investments to our targeted allocation.  
We believe that 6.5% and 7% are reasonable estimates of the long-term rate of return on the Plans’ assets.  The 
Pension Plans’ assets had an actual gain of 13.8% and 8.1% for the years ended December 31, 2012 and 2011, 
respectively.  The Postretirement Plans’ assets had an actual gain of 15.4% and 0.4% for the years ended December 
31, 2012 and 2011, respectively.  We will continue to evaluate the actuarial assumptions, including the expected rate 
of return, at least annually, and will adjust the assumptions as necessary. 
 
We base our determination of pension expense or income on a market-related valuation of assets, which reduces 
year-to-year volatility.  This market-related valuation recognizes investment gains or losses over a five-year period 
from the year in which they occur.  Investment gains or losses for this purpose are the difference between the 
expected return calculated using the market-related value of assets and the actual return based on the market-related 
value of assets.  Since the market-related value of assets recognizes gains or losses over a five-year period, the future 
value of assets will be impacted as previously deferred gains or losses are recorded.  As of December 31, 2012, we 
had cumulative gains of approximately $302 million that remain to be recognized in the calculation of the market-
related value of assets.  These unrecognized net actuarial gains may result in decreases in the future pension costs 
depending on several factors, including whether such gains at each measurement date exceed the corridor in 
accordance with “Compensation – Retirement Benefits” accounting guidance. 
 
The method used to determine the discount rate that we utilize for determining future obligations is a duration-based 
method in which a hypothetical portfolio of high quality corporate bonds is constructed with cash flows matching 
the benefit plan liability.  The composite yield on the hypothetical bond portfolio is used as the discount rate for the 
plan.  The discount rate as of December 31, 2012 under this method was 3.95% for the Qualified Plan, 3.8% for the 
Nonqualified Plans and 3.95% for the Postretirement Plans.  Due to the effect of the unrecognized actuarial gains 
and based on an expected rate of return on the Pension Plans’ assets of 6.5%, discount rates of 3.95% and 3.8% and 
various other assumptions, we estimate that the pension costs for the Pension Plans will approximate $175 million, 
$131 million and $102 million in 2013, 2014 and 2015, respectively.  Based on an expected rate of return on the 
Postretirement Plans’ assets of 7%, a discount rate of 3.95% and various other assumptions, we estimate credits will 
approximate $15 million, $19 million and $25 million in 2013, 2014 and 2015, respectively.  Future actual costs will 
depend on future investment performance, changes in future discount rates and various other factors related to the 
populations participating in the Plans.  The actuarial assumptions used may differ materially from actual results.  
The effects of a 50 basis point change to selective actuarial assumptions are included in the “Effect if Different 
Assumptions Used” section below. 
 
In November 2012, we announced changes to our retiree medical coverage.  Effective for retirements after 
December 2012, our contribution to retiree medical costs will be capped reducing our future exposure to medical 
cost inflation.  Effective for employees hired after December 2013, we will not provide retiree medical coverage.  
This change will reduce costs of the plan beginning in 2013 as shown by the estimated credits for Postretirement 
Plans in the previous paragraph. 
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The value of the Pension Plans’ assets increased to $4.7 billion as of December 31, 2012 from $4.3 billion as of 
December 31, 2011 primarily due to investment returns and $200 million of company contributions.  During 2012, 
the Qualified Plan paid $367 million and the Nonqualified Plans paid $16 million in benefits to plan participants.  
The value of the Postretirement Plans’ assets increased to $1.6 billion as of December 31, 2012 from $1.4 billion as 
of December 31, 2011 primarily due to investment returns and contributions by the company and the participants.  
The Postretirement Plans paid $151 million in benefits to plan participants during 2012. 
 
Nature of Estimates Required 

 
We sponsor pension and other retirement and postretirement benefit plans in various forms covering all employees 
who meet eligibility requirements.  We account for these benefits under “Compensation” and “Plan Accounting” 
accounting guidance.  The measurement of our pension and postretirement benefit obligations, costs and liabilities is 
dependent on a variety of assumptions. 
 
Assumptions and Approach Used 

 
The critical assumptions used in developing the required estimates include the following key factors: 
 

• Discount rate 

• Compensation increase rate 

• Cash balance crediting rate 

• Health care cost trend rate 

• Expected return on plan assets 
 
Other assumptions, such as retirement, mortality and turnover, are evaluated periodically and updated to reflect 
actual experience. 
 
Effect if Different Assumptions Used 

 
The actuarial assumptions used may differ materially from actual results due to changing market and economic 
conditions, higher or lower withdrawal rates, longer or shorter life spans of participants or higher or lower lump sum 
versus annuity payout elections by plan participants.  These differences may result in a significant impact to the 
amount of pension and postretirement benefit expense recorded.  If a 50 basis point change were to occur for the 
following assumptions, the approximate effect on the financial statements would be as follows: 
 
    Other Postretirement 

  Pension Plans  Benefit Plans 

  +0.5%  -0.5%  +0.5%  -0.5% 

  (in millions)

Effect on December 31, 2012 Benefit Obligations          

Discount Rate  $  (272) $  300  $  (105) $  116 
Compensation Increase Rate    12    (11)  NA  NA
Cash Balance Crediting Rate    39    (35)  NA  NA
Health Care Cost Trend Rate   NA  NA   42  (53)

Effect on 2012 Periodic Cost         

Discount Rate    (17)   18    (11)  12 
Compensation Increase Rate    4    (4)  NA NA
Cash Balance Crediting Rate    11    (10)  NA  NA
Health Care Cost Trend Rate   NA  NA   19  (17)
Expected Return on Plan Assets    (22)   22    (7)  7 

NA   Not applicable.         
 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 972 of 1829



41 

ACCOUNTING PRONOUNCEMENTS  

 

Future Accounting Changes 
 
The FASB’s standard-setting process is ongoing and until new standards have been finalized and issued, we cannot 
determine the impact on the reporting of our operations and financial position that may result from any such future 
changes.  The FASB is currently working on several projects including revenue recognition, financial instruments, 
leases, insurance, hedge accounting and consolidation policy.  The ultimate pronouncements resulting from these 
and future projects could have an impact on our future net income and financial position. 
 
QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK  
 
Market Risks 

 
Our Utility Operations segment is exposed to certain market risks as a major power producer and through its 
transactions in wholesale electricity, coal and emission allowance trading and marketing contracts.  These risks 
include commodity price risk, interest rate risk and credit risk.  In addition, we are exposed to foreign currency 
exchange risk as we occasionally procure various services and materials used in our energy business from foreign 
suppliers.  These risks represent the risk of loss that may impact us due to changes in the underlying market prices 
or rates. 
 
Our Generation and Marketing segment conducts marketing, risk management and retail activities in ERCOT, PJM 
and MISO.  This segment is exposed to certain market risks as a marketer of wholesale and retail electricity.  These 
risks include commodity price risk, interest rate risk and credit risk.  These risks represent the risk of loss that may 
impact us due to changes in the underlying market prices or rates. 
 
We employ risk management contracts including physical forward purchase-and-sale contracts and financial 
forward purchase-and-sale contracts.  We engage in risk management of power, coal and natural gas and, to a lesser 
degree, heating oil and gasoline, emission allowance and other commodity contracts to manage the risk associated 
with our energy business.  As a result, we are subject to price risk.  The amount of risk taken is determined by the 
Commercial Operations and Finance groups in accordance with our established risk management policies as 
approved by the Finance Committee of our Board of Directors.  Our market risk oversight staff independently 
monitors our risk policies, procedures and risk levels and provides members of the Commercial Operations Risk 
Committee (CORC) various daily, weekly and/or monthly reports regarding compliance with policies, limits and 
procedures.  The CORC consists of our Chief Operating Officer, Chief Financial Officer, Executive Vice President 
of Energy Supply, Senior Vice President of Commercial Operations and Chief Risk Officer.  When commercial 
activities exceed predetermined limits, we modify the positions to reduce the risk to be within the limits unless 
specifically approved by the CORC. 
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The following table summarizes the reasons for changes in total mark-to-market (MTM) value as compared to 
December 31, 2011: 
 
 MTM Risk Management Contract Net Assets (Liabilities) 

 Year Ended December 31, 2012 

    Generation   

  Utility  and   

  Operations  Marketing  Total

  (in millions) 

Total MTM Risk Management Contract Net Assets      
 as of December 31, 2011 $  59  $  132  $  191
(Gain) Loss from Contracts Realized/Settled During the Period and      
 Entered in a Prior Period   -    (2)   (2)
Fair Value of New Contracts at Inception When Entered During the      
 Period (a)   5    18    23
Acquisition of Supply Contracts (b)   -    (25)   (25)
Changes in Fair Value Due to Market Fluctuations During the      
 Period (c)   3    5    8
Changes in Fair Value Allocated to Regulated Jurisdictions (d)   1    -    1

Total MTM Risk Management Contract Net Assets      
 as of December 31, 2012 $  68  $  128    196

Commodity Cash Flow Hedge Contracts        (12)
Interest Rate and Foreign Currency Cash Flow Hedge Contracts        (37)
Collateral Deposits       43

Total MTM Derivative Contract Net Assets as of December 31, 2012     $  190

 
(a) Reflects fair value on primarily long-term structured contracts which are typically with customers that seek fixed pricing to limit their 

risk against fluctuating energy prices.  The contract prices are valued against market curves associated with the delivery location and 
delivery term.  A significant portion of the total volumetric position has been economically hedged. 

(b) Reflects liabilities associated with the initial fair value of supply contracts from the BlueStar acquisition in March 2012. 
(c) Market fluctuations are attributable to various factors such as supply/demand, weather, etc. 
(d) Relates to the net gains (losses) of those contracts that are not reflected on the statements of income.  These net gains (losses) are 

recorded as regulatory liabilities/assets. 

 
See Note 9 – Derivatives and Hedging and Note 10 – Fair Value Measurements for additional information related to 
our risk management contracts.  The following tables and discussion provide information on our credit risk and 
market volatility risk. 
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Credit Risk 
 
We limit credit risk in our wholesale marketing and trading activities by assessing the creditworthiness of potential 
counterparties before entering into transactions with them and continuing to evaluate their creditworthiness on an 
ongoing basis.  We use Moody’s Investors Service, Standard & Poor’s and current market-based qualitative and 
quantitative data as well as financial statements to assess the financial health of counterparties on an ongoing basis.  
 
We have risk management contracts with numerous counterparties.  Since open risk management contracts are 
valued based on changes in market prices of the related commodities, our exposures change daily.  As of December 
31, 2012, our credit exposure net of collateral to sub investment grade counterparties was approximately 6.5%, 
expressed in terms of net MTM assets, net receivables and the net open positions for contracts not subject to MTM 
(representing economic risk even though there may not be risk of accounting loss).  As of December 31, 2012, the 
following table approximates our counterparty credit quality and exposure based on netting across commodities, 
instruments and legal entities where applicable: 
 
  Exposure

 

 

 

 

 

Number of

 

Net Exposure

  Before   Counterparties of 

  Credit Credit Net >10% of Counterparties

Counterparty Credit Quality Collateral Collateral Exposure Net Exposure >10% 

   (in millions, except number of counterparties)

Investment Grade  $  643  $  -  $  643    2  $  267
Split Rating    3    2    1    1    1
Noninvestment Grade    1    1    -    -    -
No External Ratings:           
 Internal Investment Grade    98    -    98    3    36
 Internal Noninvestment Grade    62    10    52    1    34

Total as of December 31, 2012  $  807  $  13  $  794    7 $  338

Total as of December 31, 2011  $  960  $  19  $  941    5  $  348

 
Value at Risk (VaR) Associated with Risk Management Contracts 
 
We use a risk measurement model, which calculates VaR, to measure our commodity price risk in the risk 
management portfolio.  The VaR is based on the variance-covariance method using historical prices to estimate 
volatilities and correlations and assumes a 95% confidence level and a one-day holding period.  Based on this VaR 
analysis, as of December 31, 2012, a near term typical change in commodity prices is not expected to materially 
impact net income, cash flows or financial condition. 
 
The following table shows the end, high, average and low market risk as measured by VaR for the trading portfolio 
for the periods indicated: 
 

VaR Model 
 

Twelve Months Ended  Twelve Months Ended 

December 31, 2012  December 31, 2011

End High  Average Low  End High Average Low 

(in millions)  (in millions) 
$ - $ 1  $ - $ -  $ - $ 2 $ - $ - 

 
We back-test our VaR results against performance due to actual price movements.  Based on the assumed 95% 
confidence interval, the performance due to actual price movements would be expected to exceed the VaR at least 
once every 20 trading days. 
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As our VaR calculation captures recent price movements, we also perform regular stress testing of the portfolio to 
understand our exposure to extreme price movements.  We employ a historical-based method whereby the current 
portfolio is subjected to actual, observed price movements from the last four years in order to ascertain which 
historical price movements translated into the largest potential MTM loss.  We then research the underlying 
positions, price movements and market events that created the most significant exposure and report the findings to 
the Risk Executive Committee or the CORC as appropriate. 
 
Interest Rate Risk 
 
We utilize an Earnings at Risk (EaR) model to measure interest rate market risk exposure. EaR statistically 
quantifies the extent to which our interest expense could vary over the next twelve months and gives a probabilistic 
estimate of different levels of interest expense.  The resulting EaR is interpreted as the dollar amount by which 
actual interest expense for the next twelve months could exceed expected interest expense with a one-in-twenty 
chance of occurrence.  The primary drivers of EaR are from the existing floating rate debt (including short-term 
debt) as well as long-term debt issuances in the next twelve months.  As calculated on debt outstanding as of 
December 31, 2012 and 2011, the estimated EaR on our debt portfolio for the following twelve months was $42 
million and $29 million, respectively. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 
To the Board of Directors and Shareholders of  
American Electric Power Company, Inc.: 
 
We have audited the accompanying consolidated balance sheets of American Electric Power Company, Inc. and 
subsidiary companies (the "Company") as of December 31, 2012 and 2011, and the related consolidated statements 
of income, comprehensive income (loss), changes in equity, and cash flows for each of the three years in the period 
ended December 31, 2012. These financial statements are the responsibility of the Company's management.  Our 
responsibility is to express an opinion on these financial statements based on our audits. 
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States).  Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement.  An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation.  We believe that our audits provide a reasonable basis for our opinion. 
 
In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of 
American Electric Power Company, Inc. and subsidiary companies as of December 31, 2012 and 2011, and the 
results of their operations and their cash flows for each of the three years in the period ended December 31, 2012, in 
conformity with accounting principles generally accepted in the United States of America. 
 
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 
States), the Company's internal control over financial reporting as of December 31, 2012, based on the criteria 
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission and our report dated February 26, 2013 expressed an unqualified opinion on the Company's 
internal control over financial reporting. 
 

 
Columbus, Ohio 
February 26, 2013  
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 
To the Board of Directors and Shareholders of  
American Electric Power Company, Inc.: 
 
We have audited the internal control over financial reporting of American Electric Power Company, Inc. and 
subsidiary companies (the "Company") as of December 31, 2012, based on criteria established in Internal Control — 
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.  The 
Company's management is responsible for maintaining effective internal control over financial reporting and for its 
assessment of the effectiveness of internal control over financial reporting, included in the accompanying 
Management’s Report on Internal Control Over Financial Reporting.  Our responsibility is to express an opinion on 
the Company's internal control over financial reporting based on our audit. 
 
We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States).  Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material respects.  Our audit 
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material 
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the 
assessed risk, and performing such other procedures as we considered necessary in the circumstances.  We believe 
that our audit provides a reasonable basis for our opinion. 
 
A company's internal control over financial reporting is a process designed by, or under the supervision of, the 
company's principal executive and principal financial officers, or persons performing similar functions, and effected 
by the company's board of directors, management, and other personnel to provide reasonable assurance regarding 
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance 
with generally accepted accounting principles.  A company's internal control over financial reporting includes those 
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly 
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally 
accepted accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that 
could have a material effect on the financial statements. 
 
Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion 
or improper management override of controls, material misstatements due to error or fraud may not be prevented or 
detected on a timely basis.  Also, projections of any evaluation of the effectiveness of the internal control over 
financial reporting to future periods are subject to the risk that the controls may become inadequate because of 
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.  
 
In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting 
as of December 31, 2012, based on the criteria established in Internal Control — Integrated Framework issued by 
the Committee of Sponsoring Organizations of the Treadway Commission. 
 
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 
States), the consolidated financial statements as of and for the year ended December 31, 2012 of the Company and 
our report dated February 26, 2013 expressed an unqualified opinion on those financial statements. 
 

 
Columbus, Ohio 
February 26, 2013 
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
 
The management of American Electric Power Company, Inc. and subsidiary companies (AEP) is responsible for 
establishing and maintaining adequate internal control over financial reporting as such term is defined in Rule 13a- 
15(f) and 15d-15(f) under the Securities Exchange Act of 1934, as amended.  AEP’s internal control system was 
designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles. 
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. 
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may 
deteriorate.  
 
Management assessed the effectiveness of AEP’s internal control over financial reporting as of December 31, 2012.  
In making this assessment, management used the criteria set forth by the Committee of Sponsoring Organizations of 
the Treadway Commission (COSO) in Internal Control – Integrated Framework.  Based on management’s 
assessment, AEP’s internal control over financial reporting was effective as of December 31, 2012. 
 
AEP’s independent registered public accounting firm has issued an attestation report on AEP’s internal control over 
financial reporting.  The Report of Independent Registered Public Accounting Firm appears on the previous page.
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENTS OF INCOME 

For the Years Ended December 31, 2012, 2011 and 2010 

 (in millions, except per-share and share amounts) 

  Years Ended December 31, 

  2012  2011 2010 

REVENUES       

Utility Operations $  13,677 $  14,091 $  13,687
Other Revenues   1,268   1,025   740

TOTAL REVENUES   14,945   15,116   14,427

EXPENSES    

Fuel and Other Consumables Used for Electric Generation   4,111   4,421   4,029
Purchased Electricity for Resale    1,169   1,191   1,000
Other Operation   2,962   2,868   3,132
Maintenance   1,115   1,236   1,142
Asset Impairments and Other Related Charges   300   139   -
Depreciation and Amortization   1,782   1,655   1,641
Taxes Other Than Income Taxes   850   824   820

TOTAL EXPENSES   12,289   12,334   11,764

OPERATING INCOME   2,656   2,782   2,663

Other Income (Expense):    
Interest and Investment Income   8   27   38
Carrying Costs Income   53   393   70
Allowance for Equity Funds Used During Construction   93   98   77
Interest Expense   (988)   (933)   (999)

INCOME BEFORE INCOME TAX EXPENSE AND EQUITY EARNINGS   1,822   2,367   1,849

Income Tax Expense   604   818   643
Equity Earnings of Unconsolidated Subsidiaries   44   27   12

INCOME BEFORE EXTRAORDINARY ITEM   1,262   1,576   1,218

EXTRAORDINARY ITEM, NET OF TAX   -   373   -

NET INCOME   1,262   1,949   1,218

Net Income Attributable to Noncontrolling Interests   3   3   4

NET INCOME ATTRIBUTABLE TO AEP SHAREHOLDERS   1,259   1,946   1,214

Preferred Stock Dividend Requirements of Subsidiaries Including Capital Stock Expense   -   5   3

EARNINGS ATTRIBUTABLE TO AEP COMMON SHAREHOLDERS $  1,259 $  1,941 $  1,211

WEIGHTED AVERAGE NUMBER OF BASIC AEP COMMON SHARES OUTSTANDING  484,682,469  482,169,282  479,373,306

BASIC EARNINGS PER SHARE ATTRIBUTABLE TO AEP COMMON SHAREHOLDERS    

Income Before Extraordinary Item $  2.60 $  3.25 $  2.53
Extraordinary Item, Net of Tax   -   0.77   -

TOTAL BASIC EARNINGS PER SHARE ATTRIBUTABLE TO AEP COMMON SHAREHOLDERS $  2.60 $  4.02 $  2.53

WEIGHTED AVERAGE NUMBER OF DILUTED AEP COMMON SHARES OUTSTANDING  485,084,694  482,460,328  479,601,442

DILUTED EARNINGS PER SHARE ATTRIBUTABLE TO AEP COMMON SHAREHOLDERS    

Income Before Extraordinary Item $  2.60 $  3.25 $  2.53
Extraordinary Item, Net of Tax   -   0.77   -

TOTAL DILUTED EARNINGS PER SHARE ATTRIBUTABLE TO AEP COMMON    
 SHAREHOLDERS $  2.60 $  4.02 $  2.53

CASH DIVIDENDS DECLARED PER SHARE $  1.88 $  1.85 $  1.71

See Notes to Consolidated Financial Statements beginning on page 54.    
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Years Ended December 31, 2012, 2011 and 2010 

 (in millions) 

  Years Ended December 31,

  2012  2011 2010 

Net Income $  1,262 $  1,949 $  1,218 

     

OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAXES    

Cash Flow Hedges, Net of Tax of $8, $18 and $14 in 2012, 2011 and 2010,        

 Respectively   (15)   (34)   26 

Securities Available for Sale, Net of Tax of $1, $1 and $4 in 2012, 2011 and        

 2010, Respectively   2   (2)   (8)

Amortization of Pension and OPEB Deferred Costs, Net of Tax of $16, $13    

 and $12 in 2012, 2011 and 2010, Respectively   31   24   22 

Pension and OPEB Funded Status, Net of Tax of $62, $41 and $25 in 2012,    

 2011 and 2010, Respectively   115   (77)   (47)

     

TOTAL OTHER COMPREHENSIVE INCOME (LOSS)   133   (89)   (7)

     

TOTAL COMPREHENSIVE INCOME   1,395   1,860   1,211 

     

Total Comprehensive Income Attributable to Noncontrolling Interests   3   3   4 

    

TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO AEP    

 SHAREHOLDERS   1,392   1,857   1,207 

     

Preferred Stock Dividend Requirements of Subsidiaries Including    

 Capital Stock Expense   -   5   3 

     

TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO AEP    

 COMMON SHAREHOLDERS $  1,392 $  1,852 $  1,204 

See Notes to Consolidated Financial Statements beginning on page 54.    
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

For the Years Ended December 31, 2012, 2011 and 2010 

(in millions) 

 AEP Common Shareholders   

 Common Stock Accumulated   

 Other   

 Paid-in Retained Comprehensive Noncontrolling  

   Shares Amount Capital Earnings Income (Loss) Interests Total 

TOTAL EQUITY – DECEMBER 31, 2009  498 $  3,239 $  5,824 $  4,451 $  (374) $  - $  13,140

 

Issuance of Common Stock  3   18   75      93

Common Stock Dividends     (820)    (4)   (824)

Preferred Stock Dividend Requirements of Subsidiaries     (3)     (3)

Other Changes in Equity    5      5

Subtotal – Equity        12,411

Net Income        1,214    4   1,218

Other Comprehensive Loss      (7)    (7)

TOTAL EQUITY – DECEMBER 31, 2010  501  3,257  5,904  4,842  (381)  -  13,622

 

Issuance of Common Stock  3  17  75  92

Common Stock Dividends  (894)  (4)  (898)

Preferred Stock Dividend Requirements of Subsidiaries  (2)  (2)

Loss on Reacquired Preferred Stock  (4)  (4)

Capital Stock Expense  (16)  (16)

Other Changes in Equity  11  (2)  2  11

Subtotal – Equity  12,805

 

Net Income  1,946  3  1,949

Other Comprehensive Loss  (89)  (89)

TOTAL EQUITY – DECEMBER 31, 2011  504  3,274  5,970  5,890  (470)  1   14,665

   

Issuance of Common Stock  2   15   68      83

Common Stock Dividends     (913)    (3)   (916)

Other Changes in Equity    11     (1)   10

Subtotal – Equity        13,842

Net Income        1,259    3   1,262

Other Comprehensive Income      133    133

TOTAL EQUITY – DECEMBER 31, 2012  506 $  3,289 $  6,049 $  6,236 $  (337) $  - $  15,237

See Notes to Consolidated Financial Statements beginning on page 54. 
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 AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 

 CONSOLIDATED BALANCE SHEETS 

 ASSETS 

 December 31, 2012 and 2011 

 (in millions) 

       December 31,

  2012   2011 

 CURRENT ASSETS   

 Cash and Cash Equivalents  $  279  $  221 
 Other Temporary Investments   

  
(December 31, 2012 and 2011 Amounts Include $311 and $281, Respectively, Related to 
Transition Funding and EIS)   324   294 

 Accounts Receivable:   

  Customers   685   690 

  Accrued Unbilled Revenues   195   106 

  Pledged Accounts Receivable - AEP Credit   856   920 

  Miscellaneous   171   150 

  Allowance for Uncollectible Accounts   (36)  (32)

   Total Accounts Receivable   1,871   1,834 

 Fuel   844   657 
 Materials and Supplies   675   635 
 Risk Management Assets   191   193 
 Regulatory Asset for Under-Recovered Fuel Costs   88   65 
 Margin Deposits   76   67 
 Prepayments and Other Current Assets   241   216 

 TOTAL CURRENT ASSETS   4,589   4,182 

 PROPERTY, PLANT AND EQUIPMENT   

 Electric:   

  Generation   26,279   24,938 

  Transmission   9,846   9,048 

  Distribution   15,565   14,783 
 Other Property, Plant and Equipment (Including Nuclear Fuel and Coal Mining)   3,945   3,780 
 Construction Work in Progress   1,819   3,121 

 Total Property, Plant and Equipment   57,454   55,670 
 Accumulated Depreciation and Amortization   18,691   18,699 

 TOTAL PROPERTY, PLANT AND EQUIPMENT - NET   38,763   36,971 

 OTHER NONCURRENT ASSETS   

 Regulatory Assets   5,106   6,026 
 Securitized Transition Assets   2,117   1,627 
 Spent Nuclear Fuel and Decommissioning Trusts   1,706   1,592 
 Goodwill   91   76 
 Long-term Risk Management Assets   368   403 
 Deferred Charges and Other Noncurrent Assets   1,627   1,346 

 TOTAL OTHER NONCURRENT ASSETS   11,015   11,070 

 TOTAL ASSETS  $  54,367  $  52,223 

 See Notes to Consolidated Financial Statements beginning on page 54.   
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 AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 

 CONSOLIDATED BALANCE SHEETS 

 LIABILITIES AND EQUITY 

 December 31, 2012 and 2011 

 (dollars in millions) 

       December 31,

  2012   2011 

 CURRENT LIABILITIES   

 Accounts Payable  $  1,169  $  1,095 
 Short-term Debt:     

  Securitized Debt for Receivables - AEP Credit   657   666 

  Other Short-term Debt   324   984 

   Total Short-term Debt   981   1,650 

 Long-term Debt Due Within One Year     

  
(December 31, 2012 and 2011 Amounts Include $367 and $293, Respectively, Related to 
Transition Funding, DCC Fuel and Sabine)   2,171   1,433 

 Risk Management Liabilities   155   150 
 Customer Deposits   316   289 
 Accrued Taxes   747   717 
 Accrued Interest   269   279 
 Regulatory Liability for Over-Recovered Fuel Costs   47   8 
 Other Current Liabilities   968   990 

 TOTAL CURRENT LIABILITIES   6,823   6,611 

 

 NONCURRENT LIABILITIES     

 Long-term Debt     

  
(December 31, 2012 and 2011 Amounts Include $2,227 and $1,674, Respectively, Related 
to Transition Funding, DCC Fuel and Sabine)   15,586   15,083 

 Long-term Risk Management Liabilities   214   195 
 Deferred Income Taxes   9,252   8,227 
 Regulatory Liabilities and Deferred Investment Tax Credits   3,544   3,195 
 Asset Retirement Obligations   1,696   1,472 
 Employee Benefits and Pension Obligations   1,075   1,801 
 Deferred Credits and Other Noncurrent Liabilities   940   974 

 TOTAL NONCURRENT LIABILITIES   32,307   30,947 

 TOTAL LIABILITIES   39,130   37,558 

 Rate Matters (Note 3)     
 Commitments and Contingencies (Note 5)     
    
 EQUITY       

 Common Stock – Par Value – $6.50 Per Share:     

    2012  2011        

  Shares Authorized 600,000,000   600,000,000        

  Shares Issued 506,004,962   503,759,460        

 (20,336,592 Shares were Held in Treasury as of December 31, 2012 and 2011)    3,289    3,274 
 Paid-in Capital    6,049    5,970 
 Retained Earnings    6,236    5,890 
 Accumulated Other Comprehensive Income (Loss)    (337)   (470)

 TOTAL AEP COMMON SHAREHOLDERS’ EQUITY   15,237   14,664 

    

 Noncontrolling Interests    -    1 

  

 TOTAL EQUITY   15,237   14,665 

  

 TOTAL LIABILITIES AND EQUITY  $  54,367  $  52,223 

 See Notes to Consolidated Financial Statements beginning on page 54.     
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ended December 31, 2012, 2011 and 2010

(in millions)

     Years Ended December 31,

  2012   2011  2010 

OPERATING ACTIVITIES    

Net Income   $  1,262  $  1,949  $  1,218 
Adjustments to Reconcile Net Income to Net Cash Flows        
 from Operating Activities:       
  Depreciation and Amortization   1,782   1,655   1,641 
  Deferred Income Taxes   636   794   809 
  Gain on Settlement with BOA and Enron   -   (51)  - 
  Settlement of Litigation with BOA and Enron   -   (211)  - 
  Extraordinary Item, Net of Tax   -   (373)  - 
  Asset Impairments and Other Related Charges   300   139   - 
  Carrying Costs Income   (53)  (393)  (70)
  Allowance for Equity Funds Used During Construction   (93)  (98)  (77)
  Mark-to-Market of Risk Management Contracts   57   37   30 
  Amortization of Nuclear Fuel   136   137   139 
  Pension Contributions to Qualified Plan Trust   (200)  (450)  (500)
  Property Taxes   (19)  (15)  (21)
  Fuel Over/Under-Recovery, Net   157   (25)  (253)
  Change in Other Noncurrent Assets   (236)  (112)  (89)
  Change in Other Noncurrent Liabilities   127   307   202 
 Changes in Certain Components of Working Capital:       
   Accounts Receivable, Net   (16)  107   (866)
   Fuel, Materials and Supplies   (224)  176   221 
   Accounts Payable   (60)  (44)  (36)
   Accrued Taxes, Net   174   193   179 
   Other Current Assets   (3)  37   73 
   Other Current Liabilities   77   29   62 

Net Cash Flows from Operating Activities   3,804   3,788   2,662 

INVESTING ACTIVITIES       

Construction Expenditures   (3,025)  (2,669)  (2,345)
Change in Other Temporary Investments, Net   (27)  8   (4)
Purchases of Investment Securities    (1,047)  (1,321)  (1,918)
Sales of Investment Securities   988   1,379   1,817 
Acquisitions of Nuclear Fuel   (107)  (106)  (91)
Acquisitions of Assets/Businesses   (94)  (19)  (155)
Acquisition of Cushion Gas from BOA   -   (214)  - 
Proceeds from Sales of Assets   18   123   187 
Other Investing Activities   (97)  (71)  (14)

Net Cash Flows Used for Investing Activities   (3,391)  (2,890)  (2,523)

FINANCING ACTIVITIES       

Issuance of Common Stock, Net   83   92   93 
Issuance of Long-term Debt   2,856   1,328   1,270 
Commercial Paper and Credit Facility Borrowings   25   488   565 
Change in Short-term Debt, Net   (654)  744   770 
Retirement of Long-term Debt   (1,643)  (1,665)  (1,993)
Retirement of Cumulative Preferred Stock   -   (64)  - 
Commercial Paper and Credit Facility Repayments   (40)  (928)  (115)
Principal Payments for Capital Lease Obligations   (71)  (71)  (95)
Dividends Paid on Common Stock   (916)  (898)  (824)
Dividends Paid on Cumulative Preferred Stock   -   (2)  (3)
Other Financing Activities   5   5   (3)

Net Cash Flows Used for Financing Activities   (355)  (971)  (335)

Net Increase (Decrease) in Cash and Cash Equivalents   58   (73)  (196)

Cash and Cash Equivalents at Beginning of Period   221   294   490 

Cash and Cash Equivalents at End of Period  $  279  $  221  $  294 

See Notes to Consolidated Financial Statements beginning on page 54.       
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 

INDEX OF NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

 
1.  ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
ORGANIZATION 
 
Our principal business is the generation, transmission and distribution of electric power.  The subsidiaries that 
conduct most of these activities are regulated by the FERC under the Federal Power Act and the Energy Policy Act 
of 2005 and maintain accounts in accordance with the FERC and other regulatory guidelines.  These companies are 
subject to further regulation with regard to rates and other matters by state regulatory commissions. 
 
We provide electric supply for residential, commercial and industrial customers in Ohio, Illinois and other 
deregulated electricity markets and also provide energy management solutions throughout the United States, 
including energy efficiency services through our independent retail electric supplier. 
 
We also engage in wholesale electricity, natural gas and other commodity marketing and risk management activities 
in the United States and provide various energy-related services.  In addition, our operations include nonregulated 
wind farms and barging operations. 
 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

Rates and Service Regulation 

 
Our public utility subsidiaries’ rates are regulated by the FERC and state regulatory commissions in our eleven state 
operating territories.  The FERC also regulates our affiliated transactions, including AEPSC intercompany service 
billings which are generally at cost, under the 2005 Public Utility Holding Company Act and the Federal Power Act.  
The FERC also has jurisdiction over the issuances and acquisitions of securities of our public utility subsidiaries, the 
acquisition or sale of certain utility assets and mergers with another electric utility or holding company.  For non-
power goods and services, the FERC requires that a nonregulated affiliate can bill an affiliated public utility 
company no more than market while a public utility must bill the higher of cost or market to a nonregulated affiliate.  
The state regulatory commissions also regulate certain intercompany transactions under various orders and affiliate 
statutes.  Both the FERC and state regulatory commissions are permitted to review and audit the relevant books and 
records of companies within a public utility holding company system. 
 
The FERC regulates wholesale power markets and wholesale power transactions.  Our wholesale power transactions 
are generally market-based.  Wholesale power transactions are cost-based regulated when we negotiate and file a 
cost-based contract with the FERC or the FERC determines that we have “market power” in the region where the 
transaction occurs.  We have entered into wholesale power supply contracts with various municipalities and 
cooperatives that are FERC-regulated, cost-based contracts.  These contracts are generally formula rate mechanisms, 
which are trued up to actual costs annually.  Our wholesale power transactions in the SPP region are cost-based due 
to the FERC’s finding that PSO and SWEPCo have market power in the SPP region. 
 
The state regulatory commissions regulate all of the distribution operations and rates of our retail public utilities on a 
cost basis.  The state regulatory commissions also regulate the retail generation/power supply operations and rates 
except in Ohio and the ERCOT region of Texas.  The ESP rates in Ohio continue the process of aligning 
generation/power supply rates over time with market rates.  In the ERCOT region of Texas, the generation/supply 
business is under customer choice and market pricing and is conducted by Texas Retail Electric Providers (REPs).  
Through our nonregulated subsidiaries, we enter into short and long-term wholesale transactions to buy or sell 
capacity, energy and ancillary services in the ERCOT market.  In addition, these nonregulated subsidiaries control 
certain wind and coal-fired generation assets, the power from which is marketed and sold in ERCOT.  We have no 
active REPs in ERCOT.  
 
The FERC also regulates our wholesale transmission operations and rates.  The FERC claims jurisdiction over retail 
transmission rates when retail rates are unbundled in connection with restructuring.  OPCo’s retail transmission rates 
in Ohio, APCo’s retail transmission rates in Virginia, I&M’s retail transmission rates in Michigan and TCC’s and 
TNC’s retail transmission rates in Texas are unbundled.  OPCo’s retail transmission rates in Ohio, APCo’s retail 
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transmission rates in Virginia and I&M’s retail transmission rates in Michigan are based on formula rates included 
in the PJM OATT that are cost-based.  Although TCC’s and TNC’s retail transmission rates in Texas are unbundled, 
retail transmission rates are regulated, on a cost basis, by the PUCT.  Bundled retail transmission rates are regulated, 
on a cost basis, by the state commissions.  Transmission rates for our seven wholly-owned transmission subsidiaries 
within our Transmission Operations segment are based on formula rates included in the applicable RTO’s OATT 
that are cost-based.  
 
In addition, the FERC regulates the SIA, the Interconnection Agreement, the CSW Operating Agreement, the 
System Transmission Integration Agreement, the Transmission Agreement, the Transmission Coordination 
Agreement and the AEP System Interim Allowance Agreement, all of which allocate shared system costs and 
revenues to the utility subsidiaries that are parties to each agreement.  In October 2012, the AEP East Companies 
asked the FERC to terminate the existing Interconnection Agreement and the AEP System Interim Allowance 
Agreement and approve a new Power Coordination Agreement among APCo, I&M and KPCo.  A decision is 
expected from the FERC in mid-2013.  
 

Principles of Consolidation 

 
Our consolidated financial statements include our wholly-owned and majority-owned subsidiaries and VIEs of 
which we are the primary beneficiary.  Intercompany items are eliminated in consolidation.  We use the equity 
method of accounting for equity investments where we exercise significant influence but do not hold a controlling 
financial interest.  Such investments are recorded as Deferred Charges and Other Noncurrent Assets on the balance 
sheets; equity earnings are included in Equity Earnings of Unconsolidated Subsidiaries on the statements of income.  
We have ownership interests in generating units that are jointly-owned with nonaffiliated companies.  Our 
proportionate share of the operating costs associated with such facilities is included on the statements of income and 
our proportionate share of the assets and liabilities are reflected on the balance sheets. 
 
Accounting for the Effects of Cost-Based Regulation 
 
As the owner of rate-regulated electric public utility companies, our financial statements reflect the actions of 
regulators that result in the recognition of certain revenues and expenses in different time periods than enterprises 
that are not rate-regulated.  In accordance with accounting guidance for “Regulated Operations,” we record 
regulatory assets (deferred expenses) and regulatory liabilities (deferred revenue reductions or refunds) to reflect the 
economic effects of regulation in the same accounting period by matching expenses with their recovery through 
regulated revenues and by matching income with its passage to customers in cost-based regulated rates.  Due to the 
passage of legislation requiring restructuring and a transition to customer choice and market-based rates, we 
discontinued the application of “Regulated Operations” accounting treatment for the generation portion of our 
business in Texas for TNC.  OPCo applies “Regulated Operations” accounting treatment only to specifically 
approved portions of its generation business consisting of fuel and capacity costs. 
 
Use of Estimates 
 
The preparation of these financial statements in conformity with GAAP requires management to make estimates and 
assumptions that affect the amounts reported in the financial statements and accompanying notes.  These estimates 
include, but are not limited to, inventory valuation, allowance for doubtful accounts, goodwill, intangible and long-
lived asset impairment, unbilled electricity revenue, valuation of long-term energy contracts, the effects of 
regulation, long-lived asset recovery, storm costs, the effects of contingencies and certain assumptions made in 
accounting for pension and postretirement benefits.  The estimates and assumptions used are based upon 
management’s evaluation of the relevant facts and circumstances as of the date of the financial statements.  Actual 
results could ultimately differ from those estimates. 
 
Cash and Cash Equivalents 
 
Cash and Cash Equivalents include temporary cash investments with original maturities of three months or less. 
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Other Temporary Investments  
 
Other Temporary Investments include funds held by trustees primarily for the payment of securitization bonds, 
marketable securities that we intend to hold for less than one year and investments by our protected cell of EIS. 
 
We classify our investments in marketable securities as available-for-sale or held-to-maturity in accordance with the 
provisions of “Investments – Debt and Equity Securities” accounting guidance.  We do not have any investments 
classified as trading.   
 
Available-for-sale securities reflected in Other Temporary Investments are carried at fair value with the unrealized 
gain or loss, net of tax, reported in AOCI.  Held-to-maturity securities reflected in Other Temporary Investments are 
carried at amortized cost.  The cost of securities sold is based on the specific identification or weighted average cost 
method. 
 
In evaluating potential impairment of securities with unrealized losses, we considered, among other criteria, the 
current fair value compared to cost, the length of time the security's fair value has been below cost, our intent and 
ability to retain the investment for a period of time sufficient to allow for any anticipated recovery in value and 
current economic conditions.  See “Fair Value Measurements of Other Temporary Investments” in Note 10. 
 
Inventory 

 
Fossil fuel inventories are generally carried at average cost.  Materials and supplies inventories are carried at 
average cost. 
 
Accounts Receivable 
 
Customer accounts receivable primarily include receivables from wholesale and retail energy customers, receivables 
from energy contract counterparties related to our risk management activities and customer receivables primarily 
related to other revenue-generating activities. 
 
We recognize revenue from electric power sales when we deliver power to our customers.  To the extent that 
deliveries have occurred but a bill has not been issued, we accrue and recognize, as Accrued Unbilled Revenues on 
the balance sheets, an estimate of the revenues for energy delivered since the last billing. 
 
AEP Credit factors accounts receivable on a daily basis, excluding receivables from risk management activities, for 
I&M, KGPCo, KPCo, OPCo, PSO, SWEPCo and a portion of APCo.  Since APCo does not have regulatory 
authority to sell accounts receivable in its West Virginia regulatory jurisdiction, only a portion of APCo’s accounts 
receivable are sold to AEP Credit.  AEP Credit has a receivables securitization agreement with bank conduits.  
Under the securitization agreement, AEP Credit receives financing from the bank conduits for the interest in the 
billed and unbilled receivables AEP Credit acquires from affiliated utility subsidiaries.  

 
Allowance for Uncollectible Accounts 
 
Generally, AEP Credit records bad debt expense based upon a 12-month rolling average of bad debt write-offs in 
proportion to gross accounts receivable purchased from participating AEP subsidiaries.  For receivables related to 
APCo’s West Virginia operations, the bad debt reserve is calculated based on a rolling two-year average write-off in 
proportion to gross accounts receivable.  For customer accounts receivables related to our risk management 
activities, accounts receivables are reviewed for bad debt reserves at a specific counterparty level basis.  For the 
wires business of TCC and TNC, bad debt reserves are calculated using the specific identification of receivable 
balances greater than 120 days delinquent, and for those balances less than 120 days where the collection is 
doubtful.  For miscellaneous accounts receivable, bad debt expense is recorded for all amounts outstanding 180 days 
or greater at 100%, unless specifically identified.  Miscellaneous accounts receivable items open less than 180 days 
may be reserved using specific identification for bad debt reserves. 
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Emission Allowances 
 
In regulated jurisdictions including Ohio through December 31, 2014, we record emission allowances at cost, 
including the annual SO2 and NOx emission allowance entitlements received at no cost from the Federal EPA.  In 
Ohio, we record allowances expected to be consumed subsequent to December 31, 2014 at the lower of cost or 
market when our allowances are no longer included in the FAC due to energy auctions of SSO load.  We follow the 
inventory model for these allowances.  We record allowances expected to be consumed within one year in Materials 
and Supplies and allowances with expected consumption beyond one year in Deferred Charges and Other 
Noncurrent Assets on the balance sheets.  We record the consumption of allowances in the production of energy in 
Fuel and Other Consumables Used for Electric Generation on the statements of income at an average cost.  We 
record allowances held for speculation in Prepayments and Other Current Assets on the balance sheets.  We report 
the purchases and sales of allowances in the Operating Activities section of the statements of cash flows.  We record 
the net margin on sales of emission allowances in Utility Operations Revenue on the statements of income because 
of its integral nature to the production process of energy and our revenue optimization strategy for our utility 
operations.  The net margin on sales of emission allowances affects the determination of deferred fuel or deferred 
emission allowance costs and the amortization of regulatory assets for certain jurisdictions. 
 
Property, Plant and Equipment and Equity Investments 
 
Regulated 

 
Electric utility property, plant and equipment for our rate-regulated operations are stated at original cost.  Additions, 
major replacements and betterments are added to the plant accounts.  Under the group composite method of 
depreciation, continuous interim routine replacements of items such as boiler tubes, pumps, motors, etc. result in the 
original cost, less salvage, being charged to accumulated depreciation.  The group composite method of depreciation 
assumes that on average, asset components are retired at the end of their useful lives and thus there is no gain or 
loss.  The equipment in each primary electric plant account is identified as a separate group.  The depreciation rates 
that are established take into account the past history of interim capital replacements and the amount of salvage 
received.  These rates and the related lives are subject to periodic review.  Removal costs are charged to regulatory 
liabilities.  The costs of labor, materials and overhead incurred to operate and maintain our plants are included in 
operating expenses. 
 
Long-lived assets are required to be tested for impairment when it is determined that the carrying value of the assets 
may no longer be recoverable or when the assets meet the held-for-sale criteria under the accounting guidance for 
“Impairment or Disposal of Long-Lived Assets.”  When it becomes probable that an asset in service or an asset 
under construction will be abandoned and regulatory cost recovery has been disallowed, the cost of that asset shall 
be removed from plant-in-service or CWIP and charged to expense.  Equity investments are required to be tested for 
impairment when it is determined there may be an other-than-temporary loss in value. 
 
The fair value of an asset or investment is the amount at which that asset or investment could be bought or sold in a 
current transaction between willing parties, as opposed to a forced or liquidation sale.  Quoted market prices in 
active markets are the best evidence of fair value and are used as the basis for the measurement, if available.  In the 
absence of quoted prices for identical or similar assets or investments in active markets, fair value is estimated using 
various internal and external valuation methods including cash flow analysis and appraisals. 
 
Nonregulated 

 

Our nonregulated operations generally follow the policies of our rate-regulated operations listed above but with the 
following exceptions.  Property, plant and equipment of nonregulated operations and equity investments (included in 
Deferred Charges and Other Noncurrent Assets) are stated at fair value at acquisition (or as adjusted for any 
applicable impairments) plus the original cost of property acquired or constructed since the acquisition, less 
disposals.  Normal and routine retirements from the plant accounts, net of salvage, are charged to accumulated 
depreciation for most nonregulated operations under the group composite method of depreciation.  For nonregulated 
plant assets, a gain or loss would be recorded if the retirement is not considered an interim routine replacement.  
Removal costs are charged to expense.  
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Allowance for Funds Used During Construction (AFUDC) and Interest Capitalization 
 
AFUDC represents the estimated cost of borrowed and equity funds used to finance construction projects that is 
capitalized and recovered through depreciation over the service life of regulated electric utility plant.  For 
nonregulated operations, including generating assets owned by OPCo and certain generating assets in Arkansas and 
Texas, interest is capitalized during construction in accordance with the accounting guidance for “Capitalization of 
Interest”.  We record the equity component of AFUDC in Allowance for Equity Funds Used During Construction 
and the debt component of AFUDC as a reduction to Interest Expense. 
 
Valuation of Nonderivative Financial Instruments 

 
The book values of Cash and Cash Equivalents, Accounts Receivable, Accounts Payable and Short-term Debt 
approximate fair value because of the short-term maturity of these instruments.  The book value of the pre-April 
1983 spent nuclear fuel disposal liability approximates the best estimate of its fair value. 
 
Fair Value Measurements of Assets and Liabilities 

 
The accounting guidance for “Fair Value Measurements and Disclosures” establishes a fair value hierarchy that 
prioritizes the inputs used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted prices 
in active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to unobservable 
inputs (Level 3 measurement).  Where observable inputs are available for substantially the full term of the asset or 
liability, the instrument is categorized in Level 2.  When quoted market prices are not available, pricing may be 
completed using comparable securities, dealer values, operating data and general market conditions to determine fair 
value.  Valuation models utilize various inputs such as commodity, interest rate and, to a lesser degree, volatility and 
credit that include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or 
similar assets or liabilities in inactive markets, market corroborated inputs (i.e. inputs derived principally from, or 
correlated to, observable market data) and other observable inputs for the asset or liability.  Our market risk 
oversight staff independently monitors our valuation policies and procedures and provides members of the 
Commercial Operations Risk Committee (CORC) various daily, weekly and monthly reports, regarding compliance 
with policies and procedures.  The CORC consists of our Chief Operating Officer, Chief Financial Officer, 
Executive Vice President of Energy Supply, Senior Vice President of Commercial Operations and Chief Risk 
Officer. 
 
For our commercial activities, exchange traded derivatives, namely futures contracts, are generally fair valued based 
on unadjusted quoted prices in active markets and are classified as Level 1.  Level 2 inputs primarily consist of OTC 
broker quotes in moderately active or less active markets, as well as exchange traded contracts where there is 
insufficient market liquidity to warrant inclusion in Level 1.  We verify our price curves using these broker quotes 
and classify these fair values within Level 2 when substantially all of the fair value can be corroborated.  We 
typically obtain multiple broker quotes, which are nonbinding in nature, but are based on recent trades in the 
marketplace.  When multiple broker quotes are obtained, we average the quoted bid and ask prices.  In certain 
circumstances, we may discard a broker quote if it is a clear outlier.  We use a historical correlation analysis 
between the broker quoted location and the illiquid locations and if the points are highly correlated we include these 
locations within Level 2 as well.  Certain OTC and bilaterally executed derivative instruments are executed in less 
active markets with a lower availability of pricing information.  Illiquid transactions, complex structured 
transactions, FTRs and counterparty credit risk may require nonmarket based inputs.  Some of these inputs may be 
internally developed or extrapolated and utilized to estimate fair value.  When such inputs have a significant impact 
on the measurement of fair value, the instrument is categorized as Level 3.  The main driver of our contracts being 
classified as Level 3 is the inability to substantiate our energy price curves in the market.  A significant portion of 
our Level 3 instruments have been economically hedged which greatly limits potential earnings volatility. 
 
We utilize our trustee’s external pricing service in our estimate of the fair value of the underlying investments held 
in the benefit plan and nuclear trusts.  Our investment managers review and validate the prices utilized by the trustee 
to determine fair value.  We perform our own valuation testing to verify the fair values of the securities.  We receive 
audit reports of our trustee’s operating controls and valuation processes.  The trustee uses multiple pricing vendors 
for the assets held in the trusts.   
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Assets in the benefits and nuclear trusts, Cash and Cash Equivalents and Other Temporary Investments are classified 
using the following methods.  Equities are classified as Level 1 holdings if they are actively traded on exchanges.  
Items classified as Level 1 are investments in money market funds, fixed income and equity mutual funds and 
domestic equity securities.  They are valued based on observable inputs primarily unadjusted quoted prices in active 
markets for identical assets.  Items classified as Level 2 are primarily investments in individual fixed income 
securities and cash equivalents funds.  Fixed income securities do not trade on an exchange and do not have an 
official closing price but their valuation inputs are based on observable market data.  Pricing vendors calculate bond 
valuations using financial models and matrices.  The models use observable inputs including yields on benchmark 
securities, quotes by securities brokers, rating agency actions, discounts or premiums on securities compared to par 
prices, changes in yields for U.S. Treasury securities, corporate actions by bond issuers, prepayment schedules and 
histories, economic events and, for certain securities, adjustments to yields to reflect changes in the rate of inflation.  
Other securities with model-derived valuation inputs that are observable are also classified as Level 2 investments.  
Investments with unobservable valuation inputs are classified as Level 3 investments.  Benefit plan assets included 
in Level 3 are primarily real estate and private equity investments that are valued using methods requiring judgment 
including appraisals. 
 

Deferred Fuel Costs  

 

The cost of fuel and related emission allowances and emission control chemicals/consumables is charged to Fuel 
and Other Consumables Used for Electric Generation expense when the fuel is burned or the allowance or 
consumable is utilized.  The cost of fuel also includes the cost of nuclear fuel burned which is computed primarily 
on the units-of-production method.  In regulated jurisdictions with an active FAC, fuel cost over-recoveries (the 
excess of fuel revenues billed to customers over applicable fuel costs incurred) are generally deferred as current 
regulatory liabilities and under-recoveries (the excess of applicable fuel costs incurred over fuel revenues billed to 
customers) are generally deferred as current regulatory assets.  Fuel cost over-recovery and under-recovery balances 
are classified as noncurrent when there is a phase-in plan or the FAC has been suspended.  These deferrals are 
amortized when refunded or when billed to customers in later months with the state regulatory commissions’ review 
and approval.  The amount of an over-recovery or under-recovery can also be affected by actions of the state 
regulatory commissions.  On a routine basis, state regulatory commissions review and/or audit our fuel procurement 
policies and practices, the fuel cost calculations and FAC deferrals.  When a fuel cost disallowance becomes 
probable, we adjust our FAC deferrals and record provisions for estimated refunds to recognize these probable 
outcomes.   
 
Changes in fuel costs, including purchased power in Kentucky for KPCo, in Indiana and Michigan for I&M, in Ohio 
(beginning in 2012 through the ESP related to non-auction standard service offer load served) for OPCo, in 
Arkansas, Louisiana and Texas for SWEPCo, in Oklahoma for PSO and in Virginia for APCo are reflected in rates 
in a timely manner generally through the FAC.  Changes in fuel costs, including purchased power in Ohio 
(beginning in 2009 through 2011) for OPCo and in West Virginia for APCo are reflected in rates through FAC 
phase-in plans.  The FAC generally includes some sharing of off-system sales.  In West Virginia for APCo, all of the 
profits from off-system sales are given to customers through the FAC.  None of the profits from off-system sales are 
given to customers through the FAC in Ohio for OPCo.  A portion of profits from off-system sales are given to 
customers through the FAC and other rate mechanisms in Oklahoma for PSO, Arkansas, Louisiana and Texas for 
SWEPCo, Kentucky for KPCo, Virginia for APCo and in Indiana and Michigan (all areas of Michigan beginning in 
December 2010) for I&M.  Where the FAC or off-system sales sharing mechanism is capped, frozen or non-
existent, changes in fuel costs or sharing of off-system sales impacted earnings. 
 
Revenue Recognition 

 
Regulatory Accounting 

 
Our financial statements reflect the actions of regulators that can result in the recognition of revenues and expenses 
in different time periods than enterprises that are not rate-regulated.  Regulatory assets (deferred expenses) and 
regulatory liabilities (deferred revenue reductions or refunds) are recorded to reflect the economic effects of 
regulation in the same accounting period by matching expenses with their recovery through regulated revenues and 
by matching income with its passage to customers in cost-based regulated rates. 
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When regulatory assets are probable of recovery through regulated rates, we record them as assets on the balance 
sheets.  We test for probability of recovery at each balance sheet date or whenever new events occur.  Examples of 
new events include the issuance of a regulatory commission order or passage of new legislation.  If it is determined 
that recovery of a regulatory asset is no longer probable, we write off that regulatory asset as a charge against 
income.  
 
Electricity Supply and Delivery Activities  

 
Revenues are recognized from retail and wholesale electricity sales and electricity transmission and distribution 
delivery services.  For regulated and nonregulated operations, we recognize the revenues on the statements of 
income upon delivery of the energy to the customer and include unbilled as well as billed amounts.  In accordance 
with the applicable state commission regulatory treatment, PSO and SWEPCo do not record the fuel portion of 
unbilled revenue.   
 
Most of the power produced at the generation plants of the AEP East Companies is sold to PJM, the RTO operating 
in the east service territory.  We purchase power from PJM to supply our customers.  Generally, these power sales 
and purchases are reported on a net basis as revenues on the statements of income.  However, purchases of power in 
excess of sales to PJM, on an hourly net basis, used to serve retail load are recorded gross as Purchased Electricity 
for Resale on the statements of income.  Other RTOs in which we participate do not function in the same manner as 
PJM.  They function as balancing organizations and not as exchanges. 
 
Physical energy purchases arising from non-derivative contracts are accounted for on a gross basis in Purchased 
Electricity for Resale on the statements of income.  Energy purchases arising from non-trading derivative contracts 
are recorded based on the transaction’s economic substance.  Purchases under non-trading derivatives used to serve 
accrual based obligations are recorded in Purchased Electricity for Resale on the statements of income.  All other 
non-trading derivative purchases are recorded net in revenues. 
 
In general, we record expenses when purchased electricity is received and when expenses are incurred, with the 
exception of certain power purchase contracts that are derivatives and accounted for using MTM accounting where 
generation/supply rates are not cost-based regulated.  In jurisdictions where the generation/supply business is subject 
to cost-based regulation, the unrealized MTM amounts are deferred as regulatory assets (for losses) and regulatory 
liabilities (for gains). 
 

Energy Marketing and Risk Management Activities 

 
We engage in wholesale electricity, coal, natural gas and emission allowances marketing and risk management 
activities focused on wholesale markets where we own assets and adjacent markets.  Our activities include the 
purchase and sale of energy under forward contracts at fixed and variable prices.  These contracts include physical 
transactions, exchange-traded futures, and to a lesser extent, OTC swaps and options.  We engage in certain energy 
marketing and risk management transactions with RTOs. 
 
We recognize revenues and expenses from wholesale marketing and risk management transactions that are not 
derivatives upon delivery of the commodity.  We use MTM accounting for wholesale marketing and risk 
management transactions that are derivatives unless the derivative is designated in a qualifying cash flow hedge 
relationship or a normal purchase or sale.  We include unrealized and realized gains and losses on wholesale 
marketing and risk management transactions that are accounted for using MTM in Revenues on the statements of 
income on a net basis.  In jurisdictions subject to cost-based regulation, we defer unrealized MTM amounts and 
some realized gains and losses as regulatory assets (for losses) and regulatory liabilities (for gains).  We include 
unrealized MTM gains and losses resulting from derivative contracts on the balance sheets as Risk Management 
Assets or Liabilities as appropriate. 
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Certain qualifying wholesale marketing and risk management derivative transactions are designated as hedges of 
variability in future cash flows as a result of forecasted transactions (cash flow hedge).  We initially record the 
effective portion of the cash flow hedge’s gain or loss as a component of AOCI.  When the forecasted transaction is 
realized and affects net income, we subsequently reclassify the gain or loss on the hedge from AOCI into revenues 
or expenses within the same financial statement line item as the forecasted transaction on the statements of income.  
Excluding those jurisdictions subject to cost-based regulation, we recognize the ineffective portion of the gain or 
loss in revenues or expense immediately on the statements of income, depending on the specific nature of the 
associated hedged risk.  In regulated jurisdictions, we defer the ineffective portion as regulatory assets (for losses) 
and regulatory liabilities (for gains).  See “Accounting for Cash Flow Hedging Strategies” section of Note 9. 
 
Barging Activities 

 

AEP River Operations’ revenue is recognized based on percentage of voyage completion.  The proportion of freight 
transportation revenue to be recognized is determined by applying a percentage to the contractual charges for such 
services.  The percentage is determined by dividing the number of miles from the loading point to the position of the 
barge as of the end of the accounting period by the total miles to the destination specified in the customer’s freight 
contract.  The position of the barge at accounting period end is determined by our computerized barge tracking 
system. 
 
Levelization of Nuclear Refueling Outage Costs 
 
In accordance with regulatory orders, I&M defers incremental operation and maintenance costs associated with 
periodic refueling outages at its Cook Plant and amortizes the costs over the period beginning with the month 
following the start of each unit’s refueling outage and lasting until the end of the month in which the same unit’s 
next scheduled refueling outage begins.  I&M adjusts the amortization amount as necessary to ensure full 
amortization of all deferred costs by the end of the refueling cycle. 
 

Maintenance 

 
We expense maintenance costs as incurred.  If it becomes probable that we will recover specifically-incurred costs 
through future rates, we establish a regulatory asset to match the expensing of those maintenance costs with their 
recovery in cost-based regulated revenues.  In certain regulatory jurisdictions, we defer costs above the level 
included in base rates and amortize those deferrals commensurate with recovery through rate riders. 
 
Income Taxes and Investment Tax Credits 
 
We use the liability method of accounting for income taxes.  Under the liability method, we provide deferred income 
taxes for all temporary differences between the book and tax basis of assets and liabilities which will result in a 
future tax consequence. 
 
When the flow-through method of accounting for temporary differences is reflected in regulated revenues (that is, 
when deferred taxes are not included in the cost of service for determining regulated rates for electricity), we record 
deferred income taxes and establish related regulatory assets and liabilities to match the regulated revenues and tax 
expense. 
 
We account for investment tax credits under the flow-through method except where regulatory commissions reflect 
investment tax credits in the rate-making process on a deferral basis.  We amortize deferred investment tax credits 
over the life of the plant investment. 
 
We account for uncertain tax positions in accordance with the accounting guidance for “Income Taxes.”  We 
classify interest expense or income related to uncertain tax positions as interest expense or income as appropriate 
and classify penalties as Other Operation expense. 
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Excise Taxes 
 
We act as an agent for some state and local governments and collect from customers certain excise taxes levied by 
those state or local governments on our customers.  We do not recognize these taxes as revenue or expense. 
 
Government Grants 
 
For APCo’s commercial scale carbon capture and sequestration facility at the Mountaineer Plant and OPCo’s 
gridSMART® demonstration program, APCo and OPCo are reimbursed by the Department of Energy for allowable 
costs incurred during the billing period.  In addition, AEP built a cyber security operations center that will be used to 
enhance the capabilities for identifying cyber risks or threats, which was also partially funded by the gridSMART® 
demonstration grant for OPCo’s incurred costs.  These reimbursements result in the reduction of Other Operation 
and Maintenance expenses on the statements of income or a reduction in Construction Work in Progress on the 
balance sheets. 
 
Debt 
 
We defer gains and losses from the reacquisition of debt used to finance regulated electric utility plants and amortize 
the deferral over the remaining term of the reacquired debt in accordance with their rate-making treatment unless the 
debt is refinanced.  If we refinance the reacquired debt associated with the regulated business, the reacquisition costs 
attributable to the portions of the business subject to cost-based regulatory accounting are generally deferred and 
amortized over the term of the replacement debt consistent with its recovery in rates.  Some jurisdictions require that 
these costs be expensed upon reacquisition.  We report gains and losses on the reacquisition of debt for operations 
not subject to cost-based rate regulation in Interest Expense on the statements of income. 
 
We defer debt discount or premium and debt issuance expenses and amortize generally utilizing the straight-line 
method over the term of the related debt.  The straight-line method approximates the effective interest method and is 
consistent with the treatment in rates for regulated operations.  We include the net amortization expense in Interest 
Expense on the statements of income. 
 
Goodwill and Intangible Assets  
 
When we acquire businesses, we record the fair value of all assets and liabilities, including intangible assets.  To the 
extent that consideration exceeds the fair value of identified assets, we record goodwill.  We do not amortize 
goodwill and intangible assets with indefinite lives.  We test acquired goodwill and other intangible assets with 
indefinite lives for impairment at least annually at their estimated fair value.  We test goodwill at the reporting unit 
level and other intangibles at the asset level.  Fair value is the amount at which an asset or liability could be bought 
or sold in a current transaction between willing parties, that is, other than in a forced or liquidation sale.  Quoted 
market prices in active markets are the best evidence of fair value and are used as the basis for the measurement, if 
available.  In the absence of quoted prices for identical or similar assets in active markets, we estimate fair value 
using various internal and external valuation methods.  We amortize intangible assets with finite lives over their 
respective estimated lives to their estimated residual values.  We also review the lives of the amortizable intangibles 
with finite lives on an annual basis. 
 

Investments Held in Trust for Future Liabilities 
 
We have several trust funds with significant investments intended to provide for future payments of pension and 
OPEB benefits, nuclear decommissioning and spent nuclear fuel disposal.  All of our trust funds’ investments are 
diversified and managed in compliance with all laws and regulations.  Our investment strategy for trust funds is to 
use a diversified portfolio of investments to achieve an acceptable rate of return while managing the interest rate 
sensitivity of the assets relative to the associated liabilities.  To minimize investment risk, the trust funds are broadly 
diversified among classes of assets, investment strategies and investment managers.  We regularly review the actual 
asset allocations and periodically rebalance the investments to targeted allocations when appropriate.  Investment 
policies and guidelines allow investment managers in approved strategies to use financial derivatives to obtain or 
manage market exposures and to hedge assets and liabilities.  The investments are reported at fair value under the 
“Fair Value Measurements and Disclosures” accounting guidance. 
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Benefit Plans 

 
All benefit plan assets are invested in accordance with each plan’s investment policy.  The investment policy 
outlines the investment objectives, strategies and target asset allocations by plan. 
 
The investment philosophies for our benefit plans support the allocation of assets to minimize risks and optimize net 
returns.  Strategies used include: 
 

• Maintaining a long-term investment horizon. 

• Diversifying assets to help control volatility of returns at acceptable levels. 

• Managing fees, transaction costs and tax liabilities to maximize investment earnings. 

• Using active management of investments where appropriate risk/return opportunities exist. 

• Keeping portfolio structure style-neutral to limit volatility compared to applicable benchmarks. 

• Using alternative asset classes such as real estate and private equity to maximize return and provide additional 
portfolio diversification. 

 
The investment policy for the pension fund allocates assets based on the funded status of the pension plan.  The 
objective of the asset allocation policy is to reduce the investment volatility of the plan over time.  Generally, more 
of the investment mix will be allocated to fixed income investments as the plan becomes better funded.  Assets will 
be transferred away from equity investments into fixed income investments based on the market value of plan assets 
compared to the plan’s projected benefit obligation.  The current target asset allocations are as follows: 
 
 Pension Plan Assets  Target  

 Equity   40.0 %  
 Fixed Income  50.0 %  
 Other Investments   10.0 %  

 OPEB Plans Assets  Target  

 Equity   66.0 %  
 Fixed Income   33.0 %  
 Cash   1.0 %  
 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 996 of 1829



65 

The investment policy for each benefit plan contains various investment limitations.  The investment policies 
establish concentration limits for securities.  Investment policies prohibit the benefit trust funds from purchasing 
securities issued by AEP (with the exception of proportionate and immaterial holdings of AEP securities in passive 
index strategies).  However, our investment policies do not preclude the benefit trust funds from receiving 
contributions in the form of AEP securities, provided that the AEP securities acquired by each plan may not exceed 
the limitations imposed by law.  Each investment manager's portfolio is compared to a diversified benchmark index.   
 
For equity investments, the limits are as follows: 
 

• No security in excess of 5% of all equities. 

• Cash equivalents must be less than 10% of an investment manager's equity portfolio. 

• No individual stock may be more than 10% of each manager's equity portfolio. 

• No investment in excess of 5% of an outstanding class of any company. 

• No securities may be bought or sold on margin or other use of leverage. 
 
For fixed income investments, the concentration limits must not exceed: 
 

• 3% in any single issuer 

• 5% for private placements 

• 5% for convertible securities 

• 60% for bonds rated AA+ or lower 

• 50% for bonds rated A+ or lower 

• 10% for bonds rated BBB- or lower 
 
For obligations of non-government issuers, the following limitations apply: 
 

• AAA rated debt: a single issuer should account for no more than 5% of the portfolio. 

• AA+, AA, AA- rated debt: a single issuer should account for no more than 3% of the portfolio. 

• Debt rated A+ or lower:  a single issuer should account for no more than 2% of the portfolio. 

• No more than 10% of the portfolio may be invested in high yield and emerging market debt combined at any 
time. 

 
A portion of the pension assets is invested in real estate funds to provide diversification, add return and hedge against 
inflation.  Real estate properties are illiquid, difficult to value and not actively traded.  The pension plan uses external 
real estate investment managers to invest in commingled funds that hold real estate properties.  To mitigate investment 
risk in the real estate portfolio, commingled real estate funds are used to ensure that holdings are diversified by region, 
property type and risk classification.  Real estate holdings include core, value-added and development risk classifications 
and some investments in Real Estate Investment Trusts (REITs), which are publicly traded real estate securities 
classified as Level 1. 
 
A portion of the pension assets is invested in private equity.  Private equity investments add return and provide 
diversification and typically require a long-term time horizon to evaluate investment performance.  Private equity is 
classified as an alternative investment because it is illiquid, difficult to value and not actively traded.  The pension plan 
uses limited partnerships and commingled funds to invest across the private equity investment spectrum.   Our private 
equity holdings are with multiple general partners who help monitor the investments and provide investment selection 
expertise.  The holdings are currently comprised of venture capital, buyout and hybrid debt and equity investment 
instruments.  Commingled private equity funds are used to enhance the holdings’ diversity. 
 
We participate in a securities lending program with BNY Mellon to provide incremental income on idle assets and 
to provide income to offset custody fees and other administrative expenses.  We lend securities to borrowers 
approved by BNY Mellon in exchange for cash collateral.  All loans are collateralized by at least 102% of the loaned 
asset’s market value and the cash collateral is invested.  The difference between the rebate owed to the borrower and 
the cash collateral rate of return determines the earnings on the loaned security.  The securities lending program’s 
objective is providing modest incremental income with a limited increase in risk. 
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We hold trust owned life insurance (TOLI) underwritten by The Prudential Insurance Company in the OPEB plan 
trusts.  The strategy for holding life insurance contracts in the taxable Voluntary Employees' Beneficiary 
Association (VEBA) trust is to minimize taxes paid on the asset growth in the trust.  Earnings on plan assets are tax-
deferred within the TOLI contract and can be tax-free if held until claims are paid.  Life insurance proceeds remain 
in the trust and are used to fund future retiree medical benefit liabilities.  With consideration to other investments 
held in the trust, the cash value of the TOLI contracts is invested in two diversified funds.  A portion is invested in a 
commingled fund with underlying investments in stocks that are actively traded on major international equity 
exchanges.  The other portion of the TOLI cash value is invested in a diversified, commingled fixed income fund 
with underlying investments in government bonds, corporate bonds and asset-backed securities. 
 
Cash and cash equivalents are held in each trust to provide liquidity and meet short-term cash needs. Cash 
equivalent funds are used to provide diversification and preserve principal.  The underlying holdings in the cash 
funds are investment grade money market instruments including commercial paper, certificates of deposit, treasury 
bills and other types of investment grade short-term debt securities.  The cash funds are valued each business day 
and provide daily liquidity. 
 
Nuclear Trust Funds 
 
Nuclear decommissioning and spent nuclear fuel trust funds represent funds that regulatory commissions allow us to 
collect through rates to fund future decommissioning and spent nuclear fuel disposal liabilities.  By rules or orders, 
the IURC, the MPSC and the FERC established investment limitations and general risk management guidelines.  In 
general, limitations include: 
 

• Acceptable investments (rated investment grade or above when purchased). 

• Maximum percentage invested in a specific type of investment. 

• Prohibition of investment in obligations of AEP or its affiliates. 

• Withdrawals permitted only for payment of decommissioning costs and trust expenses. 
 
We maintain trust records for each regulatory jurisdiction. The trust assets may not be used for another jurisdiction’s 
liabilities.  Regulatory approval is required to withdraw decommissioning funds.  These funds are managed by 
external investment managers who must comply with the guidelines and rules of the applicable regulatory 
authorities.  The trust assets are invested to optimize the net of tax earnings of the trust giving consideration to 
liquidity, risk, diversification and other prudent investment objectives. 
 
We record securities held in these trust funds as Spent Nuclear Fuel and Decommissioning Trusts on the balance 
sheets.  We record these securities at fair value.  We classify securities in the trust funds as available-for-sale due to 
their long-term purpose.  Other-than-temporary impairments for investments in both debt and equity securities are 
considered realized losses as a result of securities being managed by an external investment management firm.  The 
external investment management firm makes specific investment decisions regarding the equity and debt 
investments held in these trusts and generally intends to sell debt securities in an unrealized loss position as part of a 
tax optimization strategy.  Impairments reduce the cost basis of the securities which will affect any future unrealized 
gain or realized gain or loss due to the adjusted cost of investment.  We record unrealized gains and other-than-
temporary impairments from securities in these trust funds as adjustments to the regulatory liability account for the 
nuclear decommissioning trust funds and to regulatory assets or liabilities for the SNF disposal trust funds in 
accordance with their treatment in rates.  Consequently, changes in fair value of trust assets do not affect earnings or 
AOCI.  See the “Nuclear Contingencies” section of Note 5 for additional discussion of nuclear matters.  See “Fair 
Value Measurements of Trust Assets for Decommissioning and SNF Disposal” section of Note 10 for disclosure of 
the fair value of assets within the trusts. 
 
Comprehensive Income (Loss) 
 
Comprehensive income (loss) is defined as the change in equity (net assets) of a business enterprise during a period 
from transactions and other events and circumstances from nonowner sources.  It includes all changes in equity 
during a period except those resulting from investments by owners and distributions to owners.  Comprehensive 
income (loss) has two components: net income (loss) and other comprehensive income (loss). 
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Accumulated Other Comprehensive Income (Loss) (AOCI) 
 
AOCI is included on the balance sheets in our equity section.  Our components of AOCI as of December 31, 2012 
and 2011 are shown in the following table: 
 

   December 31,

 Components 2012  2011  

  (in millions) 

 Cash Flow Hedges, Net of Tax  $  (38) $  (23)
 Securities Available for Sale, Net of Tax    4    2 
 Amortization of Pension and OPEB Deferred Costs, Net of Tax    112    81 
 Pension and OPEB Funded Status, Net of Tax    (415)   (530)

 Total  $  (337) $  (470)

 
Stock-Based Compensation Plans  

 
As of December 31, 2012, we had stock options, performance units and restricted stock units outstanding under The 
Amended and Restated American Electric Power System Long-Term Incentive Plan (LTIP).  This plan was last 
approved by shareholders in April 2010. 
 
We maintain a variety of tax qualified and nonqualified deferred compensation plans for employees and non-
employee directors that include, among other options, an investment in or an investment return equivalent to that of 
AEP common stock.  This includes career share accounts maintained under the American Electric Power System 
Stock Ownership Requirement Plan, which facilitates executives in meeting minimum stock ownership requirements 
assigned to them by the Human Resources Committee of the Board of Directors.  Career shares are derived from 
vested performance units granted to employees under the LTIP.  Career shares are equal in value to shares of AEP 
common stock and do not become payable to executives until after their service ends.  Dividends paid on career 
shares are reinvested as additional career shares. 
 
We compensate our non-employee directors, in part, with stock units under the American Electric Power Company, 
Inc. Stock Unit Accumulation Plan for Non-Employee Directors.  These stock units become payable in cash to 
directors after their service ends. 
 
In January 2006, we adopted accounting guidance for “Compensation - Stock Compensation” which requires the 
measurement and recognition of compensation expense for all share-based payment awards made to employees and 
directors, including stock options, based on estimated fair values. 
 
We recognize compensation expense for all share-based awards with service only vesting conditions granted on or 
after January 2006 using the straight-line single-option method.  Stock-based compensation expense recognized on 
the statements of income for the years ended December 31, 2012, 2011 and 2010 is based on awards ultimately 
expected to vest.  Therefore, stock-based compensation expense has been reduced to reflect estimated forfeitures.  
Accounting guidance for “Compensation - Stock Compensation” requires forfeitures to be estimated at the time of 
grant and revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates. 
 
For the years ended December 31, 2012, 2011 and 2010, compensation expense is included in Net Income for the 
performance units, career shares, restricted shares, restricted stock units and the non-employee director’s stock units.  
See Note 14 for additional discussion. 
 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 999 of 1829



68 

Earnings Per Share (EPS) 
 
Shown below are income statement amounts attributable to AEP common shareholders: 
 
   Years Ended December 31,

Amounts Attributable to AEP Common Shareholders  2012  2011 2010  

   (in millions)

Income Before Extraordinary Item  $  1,259  $  1,568 $  1,211 

Extraordinary Item, Net of Tax    -    373   - 

Net Income  $  1,259  $  1,941 $  1,211 

 
Basic earnings per common share is calculated by dividing net earnings available to common shareholders by the 
weighted average number of common shares outstanding during the period.  Diluted earnings per common share is 
calculated by adjusting the weighted average outstanding common shares, assuming conversion of all potentially 
dilutive stock options and awards. 
 
The following table presents our basic and diluted EPS calculations included on the statements of income: 
 

   Years Ended December 31,

   2012  2011  2010 

   (in millions, except per share data)

     $/share  $/share  $/share

Earnings Attributable to AEP Common                

Shareholders  $  1,259    $  1,941    $  1,211   

     

Weighted Average Number of Basic Shares                   

Outstanding    484.7  $  2.60    482.2  $  4.02    479.4  $  2.53 

Weighted Average Dilutive Effect of:             

 Performance Share Units    -   -    -    -    0.1    - 

 Stock Options    -   -    0.1    -    -    - 

 Restricted Stock Units    0.4   -    0.2    -    0.1    - 

Weighted Average Number of Diluted Shares            

Outstanding    485.1  $  2.60    482.5  $  4.02    479.6  $  2.53 

 
Options to purchase 136,250 shares of common stock as of December 31, 2010 were not included in the 
computation of diluted earnings per share attributable to AEP common shareholders.  Since the options’ exercise 
prices were greater than the average market price of the common shares, the effect would have been antidilutive.  
There were no antidilutive shares outstanding as of December 31, 2012 and 2011. 
 
OPCo Revised Depreciation Rates 
 
Effective December 1, 2011, we revised book depreciation rates for certain of OPCo’s generating plants consistent 
with shortened depreciable lives for the generating units.  This change in depreciable lives resulted in a $52 million 
increase in depreciation expense in 2012. 
 
In the fourth quarter of 2012, OPCo impaired certain generating units, including those discussed above (see Note 6).  
As a result of this impairment of the full book value of these assets, OPCo ceased depreciation on these generating 
units effective December 1, 2012.  
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Supplementary Related Party Information 
 
AEP and several nonaffiliated utility companies jointly own OVEC.  As of December 31, 2012, AEP’s ownership 
and investment in OVEC were 43.47% and $4.4 million, respectively. 
  
OVEC’s owners are members to an intercompany power agreement.  Participants of this agreement are entitled to 
receive and obligated to pay for all OVEC generating capacity, approximately 2,200 MWs, in proportion to their 
respective power participation ratios.  The aggregate power participation ratio of certain AEP utility subsidiaries is 
43.47%.  The proceeds from the sale of power by OVEC are designed to be sufficient for OVEC to meet its 
operating expenses and fixed costs and provide a return on capital.  In 2011, the intercompany power agreement was 
extended until June 2040. 
 
AEP and other nonaffiliated owners authorized environmental investments related to their ownership interests and 
OVEC’s Board of Directors authorized capital expenditures totaling $1.4 billion in connection with the engineering 
and construction of FGD projects and the associated waste disposal landfills at OVEC’s two generating plants.  As 
of December 31, 2012, OVEC completed financing of $1.4 billion required for these environmental projects through 
debt issuances.  As of December 31, 2012, one plant was operating with new environmental controls and the other 
plant is scheduled to be operational with new environmental controls during the second quarter of 2013. 
 
The following details related party transactions for the years ended December 31, 2012, 2011 and 2010: 
 
      Years Ended December 31,  

 Related Party Transactions 2012   2011  2010  

  (in millions)  

 AEP Consolidated Revenues – Utility Operations:       
  OVEC  $  -  $  -  $  (20)(a)
 AEP Consolidated Revenues – Other Revenues:       
  OVEC – Barging and Other Transportation Services    30    37    29 
 AEP Consolidated Expenses – Purchased Electricity       
   for Resale:       
  OVEC    273    383 (b)   302 (b)
 

(a) The parties to the Interconnection Agreement purchased power from OVEC to serve off-system sales 
through an agreement that began in January 2010 and ended in June 2010. 

(b) The parties to the Interconnection Agreement purchased power from OVEC to serve retail sales in 2011 
and 2010.  The total amount reported in 2011 and 2010 includes $66 million and $10 million, 
respectively, related to these agreements. 

 
Supplementary Cash Flow Information 

 

     Years Ended December 31,

 Cash Flow Information 2012  2011  2010  

    (in millions) 

 Cash Paid (Received) for:       

  Interest, Net of Capitalized Amounts  $  931  $  900  $  958 

  Income Taxes    (82)   (118)   (268)

 Noncash Investing and Financing Activities:       

 Acquisitions Under Capital Leases    63    54    225 

 Construction Expenditures Included in Current Liabilities as of December 31,    439    380    267 

 Acquisition of Nuclear Fuel Included in Current Liabilities as of December 31,    35    1    - 

 Assumption of Liabilities Related to Acquisitions    56    -    - 

 Expected Reimbursement for Spent Nuclear Fuel Dry Cask Storage    30    -    - 
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2.  EXTRAORDINARY ITEM 

 
TCC Texas Restructuring 
 
In February 2006, the PUCT issued an order that denied recovery of capacity auction true-up amounts.  Based on the 
February 2006 PUCT order, TCC recorded the disallowance as a $421 million ($273 million, net of tax) 
extraordinary loss in the December 31, 2005 financial statements.  In July 2011, the Supreme Court of Texas 
reversed the PUCT’s February 2006 disallowance of capacity auction true-up amounts and remanded for 
reconsideration the treatment of certain tax balances under normalization rules.  Based upon the Supreme Court of 
Texas reversal of the PUCT’s capacity auction true-up disallowance, TCC recorded a pretax gain of $421 million 
($273 million, net of tax) in Extraordinary Item, Net of Tax on the statements of income in 2011. 
 
Following a remand proceeding, the PUCT allowed TCC to retain contested tax balances in full satisfaction of its 
true-up proceeding, including carrying charges.  Based upon the PUCT order, TCC recorded the reversal of 
regulatory credits of $65 million ($42 million, net of tax) and the reversal of $89 million of accumulated deferred 
investment tax credits ($58 million, net of tax) in Extraordinary Item, Net of Tax on the statements of income in 
2011. 
 

3.  RATE MATTERS  
 

Our subsidiaries are involved in rate and regulatory proceedings at the FERC and their state commissions.  Rate 
matters can have a material impact on net income, cash flows and possibly financial condition.  Our recent 
significant rate orders and pending rate filings are addressed in this note. 
 
OPCo Rate Matters 

 

Ohio Electric Security Plan Filing 

 
2009 – 2011 ESP 

 
The PUCO issued an order in March 2009 that modified and approved the ESP which established rates at the start of 
the April 2009 billing cycle through 2011.  OPCo collected the 2009 annualized revenue increase over the last nine 
months of 2009.  The order also provided a phase-in FAC, which was authorized to be recovered through a non-
bypassable surcharge over the period 2012 through 2018.  The PUCO’s March 2009 order was appealed to the 
Supreme Court of Ohio, which issued an opinion and remanded certain issues back to the PUCO. 
 
In October 2011, the PUCO issued an order in the remand proceeding.  As a result, OPCo ceased collection of 
POLR billings in November 2011 and recorded a write-off in 2011 related to POLR collections for the period June 
2011 through October 2011.  In February 2012, the Ohio Consumers’ Counsel and the IEU filed appeals of that 
order with the Supreme Court of Ohio challenging various issues, including the PUCO’s refusal to order 
retrospective relief concerning the POLR charges collected during 2009 – 2011 and various aspects of the approved 
environmental carrying charge, which, if ordered, could reduce OPCo’s net deferred fuel costs up to the total 
balance.  As of December 31, 2012, OPCo’s net deferred fuel balance was $519 million, excluding unrecognized 
equity carrying costs.  A decision from the Supreme Court of Ohio is pending. 
 
In January 2011, the PUCO issued an order on the 2009 SEET filing, which resulted in a write-off in 2010 and a 
subsequent refund to customers during 2011.  The IEU and the Ohio Energy Group filed appeals with the Supreme 
Court of Ohio challenging the PUCO’s SEET decision.  In December 2012, the Supreme Court of Ohio issued an 
order which rejected all of the intervenors’ challenges and affirmed the PUCO decision.   
 
The 2009 SEET order gave consideration for a future commitment to invest $20 million to support the development 
of a large solar farm.  In January 2013, the PUCO found there was not a need for the large solar farm.  The PUCO 
noted that OPCo remains obligated to spend $20 million on this solar project or another similar project by the end of 
2013. 
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In July 2011, OPCo filed its 2010 SEET filing with the PUCO based upon the approach in the PUCO’s 2009 order.  
Subsequent testimony and legal briefs from intervenors recommended a refund of up to $62 million of 2010 
earnings, which included off-system sales in the SEET calculation.  In December 2011, the PUCO staff filed 
testimony that recommended a $23 million refund of 2010 earnings.  OPCo provided a reserve based upon 
management’s estimate of the probable amount for a PUCO ordered SEET refund.  OPCo is required to file its 2011 
SEET filing with the PUCO on a separate CSPCo and OPCo company basis.  The PUCO approved OPCo’s request 
to file the 2011 SEET one month after the PUCO issues an order on the 2010 SEET.  Management does not 
currently believe that there were significantly excessive earnings in 2011 for either CSPCo or OPCo and in 2012 for 
OPCo.   
 
Management is unable to predict the outcome of the unresolved litigation discussed above.  If these proceedings 
result in adverse rulings, it could reduce future net income and cash flows and impact financial condition. 
 
January 2012 – May 2016 ESP as Rejected by the PUCO 

 
In December 2011, the PUCO approved an ESP modified stipulation which established a SSO pricing for 
generation.  Various parties filed for rehearing with the PUCO requesting that the PUCO reconsider adoption of the 
modified stipulation.  In February 2012, the PUCO issued an entry on rehearing which rejected the modified 
stipulation and ordered a return to the 2011 ESP rates.  Those rates remained in effect until the new ESP was 
approved in August 2012.  See the “June 2012 – May 2015 ESP Including Capacity Charge” section below.   
 
As a result of the PUCO’s rejection of the modified stipulation, OPCo reversed a $35 million obligation to 
contribute to the Partnership with Ohio and the Ohio Growth Fund and an $8 million regulatory asset for 2011 storm 
damage, both originally recorded in 2011.   
 
As directed by the February 2012 order, OPCo filed revised tariffs with the PUCO to implement the provisions of 
the 2011 ESP.  Included in the revised tariffs was the Phase-In Recovery Rider (PIRR) to recover deferred fuel costs 
as authorized under the 2009 – 2011 ESP order.  In March 2012, the PUCO issued an order that directed OPCo to 
file new revised tariffs removing the PIRR and stated that its recovery would be addressed in a future proceeding.  
OPCo implemented the new revised tariffs in March 2012.  In March 2012, OPCo resumed recording a weighted 
average cost of capital return on the deferred fuel balance in accordance with the 2009 - 2011 ESP order.  OPCo also 
filed a request for rehearing of the March 2012 order relating to the PIRR, which the PUCO denied but provided that 
all of the substantive concerns and issues raised would be addressed in a separate PIRR docket.   
 
In August 2012, the PUCO ordered implementation of PIRR rates beginning September 2012.  The PUCO ruled that 
carrying charges should be calculated without an offset for accumulated deferred income taxes and that a long-term 
debt rate should be applied when collections begin.  The August 2012 order was upheld on rehearing by the PUCO 
in October 2012.  In November 2012, OPCo filed an appeal at the Supreme Court of Ohio claiming a long-term debt 
rate modified the previously adjudicated ESP order, which granted a weighted average cost of capital rate.  The IEU 
and the Ohio Consumers’ Counsel also filed appeals at the Supreme Court of Ohio in November 2012 arguing that 
the PUCO should have reduced the deferred fuel balance to reflect the prior “improper” collection of POLR 
revenues and reduced carrying costs due to an accumulated deferred income tax credit.  See the “2009 – 2011 ESP” 
section above.  These appeals could reduce OPCo’s net deferred fuel balance up to the total balance, which would 
reduce future net income and cash flows.  A decision from the Supreme Court of Ohio is pending.   
 
June 2012 – May 2015 ESP Including Capacity Charge 

 
In August 2012, the PUCO issued an order which adopted and modified a new ESP that establishes base generation 
rates through May 2015, adopted a 12% earnings threshold for the SEET and allowed the continuation of the fuel 
adjustment clause.  Further, the ESP established a non-bypassable Distribution Investment Rider effective 
September 2012 through May 2015 to recover, with certain caps, post-August 2010 distribution investment.  The 
ESP also maintained recovery of several previous ESP riders and required OPCo to contribute $2 million per year 
during the ESP to the Ohio Growth Fund.  In addition, the PUCO approved a storm damage recovery mechanism. 
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As part of the ESP decision, the PUCO ordered OPCo to conduct an energy-only auction for 10% of the SSO load 
with delivery beginning six months after the receipt of final orders in both the ESP and corporate separation cases 
and extending through May 2015.  The PUCO also ordered OPCo to conduct energy-only auctions for an additional 
50% of the SSO load with delivery beginning June 2014 through May 2015 and for the remaining 40% of the SSO 
load for delivery from January 2015 through May 2015.  OPCo will conduct energy and capacity auctions for its 
entire SSO load for delivery starting in June 2015. 
 
In July 2012, the PUCO issued an order in a separate capacity proceeding which stated that OPCo must charge 
CRES providers the Reliability Pricing Model (RPM) price and authorized OPCo to defer a portion of its incurred 
capacity costs not recovered from CRES providers up to $188.88/MW day.  The RPM price is approximately 
$20/MW day through May 2013.  In December 2012, various parties filed notices of appeal of the capacity costs 
decision with the Supreme Court of Ohio.   
 
As part of the August 2012 PUCO ESP order, the PUCO established a non-bypassable Retail Stability Rider (RSR), 
effective September 2012.  The RSR is intended to provide approximately $500 million over the ESP period and 
will be collected from customers at $3.50/MWh through May 2014 and $4.00/MWh for the period June 2014 
through May 2015, with $1.00/MWh applied to the deferred capacity costs.  As of December 31, 2012, OPCo 
recorded $66 million of incurred deferred capacity costs, including debt carrying costs, in Regulatory Assets on the 
balance sheet.  In August 2012, the IEU filed an action with the Supreme Court of Ohio stating, among other things, 
that OPCo’s collection of its capacity costs is illegal.  In September 2012, OPCo and the PUCO filed motions to 
dismiss the IEU’s action.  If OPCo is ultimately not permitted to fully collect its deferred capacity costs, it would 
reduce future net income and cash flows and impact financial condition.  A decision from the Supreme Court of 
Ohio is pending. 
 
In January 2013, the PUCO issued its Order on Rehearing for the ESP which generally upheld its August 2012 order 
including the implementation of the RSR.  The PUCO clarified that a final reconciliation of revenues and costs 
would be permitted for any over- or under-recovery on several riders including fuel.  In addition, the PUCO 
addressed certain issues around the energy auctions while other SSO issues related to the energy auctions were 
deferred to a separate docket.  If OPCo is ultimately not permitted to fully collect its ESP rates, including the RSR, it 
would reduce future net income and cash flows and impact financial condition. 
 
Corporate Separation 
 
In October 2012, the PUCO issued an order which approved the corporate separation of OPCo’s generation assets 
including the transfer of OPCo’s generation assets at net book value to AEPGenCo.  AEPGenCo will also assume 
the associated generation liabilities.  In December 2012, the PUCO granted the IEU and Ohio Consumers’ Counsel 
requests for rehearing for the purpose of further consideration and those requests remain pending. 
 
Also in October 2012, filings at the FERC were submitted related to corporate separation.  See the “Corporate 
Separation and Termination of Interconnection Agreement” section below under FERC Rate Matters.  Our results of 
operations related to generation in Ohio will be largely determined by prevailing market conditions. 
 

2011 Ohio Distribution Base Rate Case 
 
In December 2011, the PUCO approved a stipulation which provided for no change in distribution rates and a new 
rider for a $15 million annual credit to residential ratepayers due principally to the inclusion of the rate base 
distribution investment in the Distribution Investment Rider (DIR) as approved in December 2011 by the modified 
stipulation in the ESP proceeding.  However, when the February 2012 PUCO order rejected the ESP modified 
stipulation, collection of the DIR terminated.  In August 2012, the PUCO approved a new DIR as part of the June 
2012 – May 2015 ESP proceeding.  The DIR is capped at $86 million in 2012, $104 million in 2013, $124 million in 
2014 and $52 million for the period January through May 2015, for a total of $366 million. 
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Storm Damage Recovery Rider (SDRR) 

 
In December 2012, OPCo submitted an application with the PUCO to establish initial SDRR rates.  The SDRR 
seeks recovery of 2012 incremental storm distribution expenses over twelve months starting with the effective date 
of the SDRR as approved by the PUCO.  If the PUCO extends recovery beyond twelve months and/or does not 
commence cost recovery by April 2013, OPCo requested approval of a weighted average cost of capital carrying 
charge, effective April 2013.  As of December 31, 2012, OPCo recorded $62 million in Regulatory Assets on the 
balance sheet related to 2012 storm damage.  If OPCo is not ultimately permitted to recover these storm costs, it 
would reduce future net income and cash flows and impact financial condition. 
 

2009 Fuel Adjustment Clause Audit 
 
The PUCO selected an outside consultant to conduct an audit of OPCo’s FAC for 2009.  The outside consultant 
provided its audit report to the PUCO.  In January 2012, the PUCO ordered that the remaining $65 million in 
proceeds from a 2008 coal contract settlement agreement be applied against OPCo’s under-recovered fuel balance.  
In April 2012, on rehearing, the PUCO ordered that the settlement credit only needed to reflect the Ohio retail 
jurisdictional share of the gain not already flowed through the FAC with carrying charges.  OPCo recorded a $30 
million net favorable adjustment on the statement of income in the second quarter of 2012.  The January 2012 
PUCO order also stated that a consultant should be hired to review the coal reserve valuation and recommend 
whether any additional value should benefit ratepayers.  Management is unable to predict the outcome of any future 
consultant recommendation.  If the PUCO ultimately determines that additional amounts should benefit ratepayers 
as a result of the consultant’s review of the coal reserve valuation, it could reduce future net income and cash flows 
and impact financial condition. 
 
In August 2012, intervenors filed with the Supreme Court of Ohio claiming the settlement credit ordered by the 
PUCO should have reflected the remaining gain not already flowed through the FAC with carrying charges, which, 
if ordered, would be $35 million plus carrying charges.  If the Supreme Court of Ohio ultimately determines that 
additional amounts should benefit ratepayers, it could reduce future net income and cash flows and impact financial 
condition. 
 
2010 and 2011 Fuel Adjustment Clause Audits 
 
The PUCO-selected outside consultant issued its 2010 and 2011 FAC audit reports which included a 
recommendation that the PUCO reexamine the carrying costs on the deferred FAC balance and determine whether 
the carrying costs on the balance should be net of accumulated income taxes.  As of December 31, 2012, the amount 
of OPCo’s carrying costs that could potentially be reduced due to the accumulated income tax issue is estimated to 
be approximately $36 million, including $19 million of unrecognized equity carrying costs.  These amounts include 
the carrying costs exposure of the 2009 FAC audit, which has been appealed by an intervenor to the Supreme Court 
of Ohio.  Decisions from the PUCO are pending.  Management is unable to predict the outcome of these 
proceedings.  If the PUCO orders result in a reduction to the FAC deferral, it would reduce future net income and 
cash flows and impact financial condition. 
 
Ormet Interim Arrangement 
 
OPCo and Ormet, a large aluminum company, filed an application with the PUCO for approval of an interim 
arrangement governing the provision of generation service to Ormet.  This interim arrangement was approved by the 
PUCO and was effective from January 2009 through September 2009.  In March 2009, the PUCO approved a FAC 
in the ESP filing and the FAC aspect of the ESP order was upheld by the Supreme Court of Ohio.  The approval of 
the FAC as part of the ESP, together with the PUCO approval of the interim arrangement, provided the basis to 
record a regulatory asset for the difference between the approved market price and the rate paid by Ormet.  Through 
September 2009, the last month of the interim arrangement, OPCo had $64 million of deferred FAC costs related to 
the interim arrangement, excluding $2 million of unrecognized equity carrying costs.  In November 2009, OPCo 
requested that the PUCO approve recovery of the deferral under the interim agreement plus a weighted average cost 
of capital carrying charge.  The deferral amount is included in OPCo’s FAC phase-in deferral balance.  In the 2009 – 
2011 ESP proceeding, intervenors requested that OPCo be required to refund the Ormet-related regulatory asset and 
requested that the PUCO prevent OPCo from collecting the Ormet-related revenues in the future.  The PUCO did 
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not take any action on this request.  The intervenors raised the issue again in response to OPCo’s November 2009 
filing to approve recovery of the deferral under the interim agreement.  This issue remains pending before the 
PUCO.  If OPCo is not ultimately permitted to fully recover its requested deferrals under the interim arrangement, it 
would reduce future net income and cash flows and impact financial condition. 
 
Special Rate Mechanism for Ormet 
 
In October 2012, the PUCO issued an order approving a delayed payment plan for Ormet of its October and 
November 2012 power billings totaling $27 million to be paid in equal monthly installment over the period January 
2014 to May 2015 without interest.  In the event Ormet does not pay the $27 million, the PUCO permitted OPCo to 
recover the unpaid balance, up to $20 million, in the economic development rider.  To the extent unpaid amounts 
exceed $20 million, it will reduce future net income and cash flows.  
 
Ohio IGCC Plant 

 
In March 2005, OPCo filed an application with the PUCO seeking authority to recover costs of building and 
operating an IGCC power plant.  As of December 31, 2012, OPCo has collected $24 million in pre-construction 
costs authorized in a June 2006 PUCO order.  Intervenors have filed motions with the PUCO requesting all collected 
pre-construction costs be refunded to Ohio ratepayers with interest. 
 
Management cannot predict the outcome of these proceedings concerning the Ohio IGCC plant or what effect, if 
any, these proceedings would have on future net income and cash flows.  However, if OPCo is required to refund 
pre-construction costs collected, it could reduce future net income and cash flows and impact financial condition. 
 
SWEPCo Rate Matters 

 

Turk Plant 
 
SWEPCo constructed the Turk Plant, a new base load 600 MW pulverized coal ultra-supercritical generating unit in 
Arkansas, which was placed into service in December 2012.  SWEPCo owns 73% (440 MW) of the Turk Plant and 
operates the completed facility.  As of December 31, 2012, excluding costs attributable to its joint owners and a $62 
million provision for a Texas capital costs cap, SWEPCo has capitalized approximately $1.7 billion of expenditures, 
including AFUDC and capitalized interest of $328 million and related transmission costs of $120 million.   
 
The APSC granted approval for SWEPCo to build the Turk Plant by issuing a Certificate of Environmental 
Compatibility and Public Need (CECPN) for the 88 MW SWEPCo Arkansas jurisdictional share of the Turk Plant.  
Following an appeal by certain intervenors, the Arkansas Supreme Court issued a decision that reversed the APSC’s 
grant of the CECPN.  In June 2010, in response to the Arkansas Supreme Court’s decision, the APSC issued an 
order which reversed and set aside the previously granted CECPN.  This portion of the Turk Plant output is currently 
not subject to cost-based rate recovery and is being sold into the SPP market. 
 
The PUCT approved a Certificate of Convenience and Necessity (CCN) for the Turk Plant with the following 
conditions: (a) a cap on the recovery of jurisdictional capital costs for the Turk Plant based on the previously 
estimated $1.522 billion projected construction cost, excluding AFUDC and related transmission costs, (b) a cap on 
recovery of annual CO2 emission costs at $28 per ton through the year 2030 and (c) a requirement to hold Texas 
ratepayers financially harmless from any adverse impact related to the Turk Plant not being fully subscribed to by 
other utilities or wholesale customers.  SWEPCo appealed the PUCT’s order contending the two cost cap restrictions 
are unlawful.  The Texas Industrial Energy Consumers (TIEC) filed an appeal contending that the PUCT’s grant of a 
conditional CCN for the Turk Plant should be revoked because the Turk Plant is unnecessary to serve retail 
customers.  The Texas District Court and the Texas Court of Appeals affirmed the PUCT’s order in all respects.  In 
April 2012, SWEPCo and TIEC filed petitions for review at the Supreme Court of Texas.  The Supreme Court of 
Texas has requested full briefing from the parties.     
 
If SWEPCo cannot recover all of its investment and expenses related to the Turk Plant, it would reduce future net 
income and cash flows and impact financial condition. 
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2012 Texas Base Rate Case 
 
In July 2012, SWEPCo filed a request with the PUCT to increase annual base rates by $83 million, primarily due to 
the Turk Plant, based upon an 11.25% return on common equity to be effective January 2013.  The requested base 
rate increase included a return on and of the Texas jurisdictional share (approximately 33%) of the Turk Plant 
generation investment as of December 2011, total Turk Plant related estimated transmission investment costs and 
associated operation and maintenance costs.  The filing also (a) increased depreciation expense due to the decrease 
in the average remaining life of the Welsh Plant to account for the change in the retirement date of the Welsh Plant 
Unit 2 from 2040 to 2016, (b) proposed increased vegetation management expenditures and (c) included a return on 
and of the Stall Unit as of December 2011 and associated operations and maintenance costs.   
 
In September 2012, an Administrative Law Judge issued an order that granted the establishment of SWEPCo’s 
existing rates as temporary rates beginning in late January 2013, subject to true-up to the final PUCT-approved rates.   
 
In December 2012, several intervenors, including the PUCT staff, filed testimony that recommended an annual base 
rate increase between $16 million and $51 million based upon a return on common equity between 9.0% and 9.55%.  
In addition, two intervenors recommended that the Turk Plant be excluded from rate base.  A decision from the 
PUCT is expected in the second quarter of 2013.  If the PUCT does not approve full cost recovery of SWEPCo’s 
assets, it would reduce future net income and cash flows and impact financial condition. 
 
Louisiana 2012 Formula Rate Filing 

 
In 2012, SWEPCo initiated a proceeding to establish new formula base rates in Louisiana, including recovery of the 
Louisiana jurisdictional share (approximately 29%) of the Turk Plant.  In February 2013, a settlement was filed and 
a hearing was conducted.  The settlement provided that SWEPCo would increase Louisiana total rates by 
approximately $2 million annually, effective March 2013, consisting of an increase in base rates of approximately 
$85 million annually offset by a decrease in fuel rates of approximately $83 million annually.  The proposed March 
2013 base rates are based on a 10% return on common equity and cost recovery of the Louisiana jurisdictional share 
of the Turk Plant and Stall Unit, subject to refund based on the staff review of the cost of service and prudence 
review of the Turk Plant to be initiated by SWEPCo no later than May 2013.  The settlement also provided that the 
LPSC will review base rates in 2014 and 2015 and that SWEPCo will recover all non-fuel Turk Plant costs and a full 
weighted-average cost of capital return on the Turk Plant portion of rate base beginning January 2013.  A decision 
from the LPSC is expected in the first quarter of 2013.   
 

Flint Creek Plant Environmental Controls 
 
In February 2012, SWEPCo filed a petition with the APSC seeking a declaratory order to install environmental 
controls at the Flint Creek Plant to comply with the standards established by the CAA.  The estimated cost of the 
project is $408 million, excluding AFUDC and company overheads.  As a joint owner of the Flint Creek Plant, 
SWEPCo’s portion of those costs is estimated at $204 million.  As of December 31, 2012, SWEPCo has incurred 
$11 million related to this project, including AFUDC and company overheads.  The APSC staff and the Sierra Club 
filed testimony that recommended the APSC deny the requested declaratory order.  A hearing is scheduled for 
March 2013.  If SWEPCo is not ultimately permitted to recover its incurred costs, it would reduce future net income 
and cash flows. 
 
APCo and WPCo Rate Matters 
 
Plant Transfers 
 

In October 2012, the AEP East Companies submitted several filings with the FERC.  See the “Corporate Separation 
and Termination of Interconnection Agreement” section of FERC Rate Matters.  In December 2012, APCo and 
WPCo filed requests with the Virginia SCC and the WVPSC for approval to transfer at net book value to APCo a 
two-thirds interest in Amos Plant, Unit 3 and a one-half interest in the Mitchell Plant, comprising 1,647 MW of 
average annual generating capacity presently owned by OPCo.  Hearings at the Virginia SCC and the WVPSC are 
scheduled for April 2013 and July 2013, respectively.  If the transfers are approved, APCo and WPCo anticipate 
seeking cost recovery when they file their next base rate cases. 
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Virginia Fuel Filing 
 

In April 2012, APCo filed an application with the Virginia SCC for an annual increase in fuel revenues of $117 
million to be effective June 2012.  The filing included forecasted costs for the 15-month period ended August 2013 
and requested recovery of APCo's anticipated unrecovered fuel balance as of May 2012 over a two-year period 
commencing in June 2012.  The non-incremental portion of APCo's forecasted and deferred wind purchased power 
costs were reflected in APCo's filing.  In June 2012, the Virginia SCC approved the application as filed. 
 

Environmental Rate Adjustment Clause (Environmental RAC) 
 

In November 2011, the Virginia SCC issued an order which approved APCo’s Environmental RAC recovery of $30 
million to be collected over one year beginning in February 2012 but denied recovery of certain environmental 
costs.  As a result, in 2011, APCo recorded a pretax write-off of $31 million on the statement of income related to 
environmental compliance costs incurred from January 2009 through December 2010.  APCo appealed the Virginia 
SCC decision to the Supreme Court of Virginia.  In November 2012, the Supreme Court of Virginia issued an order 
which allowed APCo to recover an additional $6 million of 2009 and 2010 actual Environmental RAC costs and 
affirmed the portion of the November 2011 order that denied recovery of certain environmental costs.  The Virginia 
SCC issued an order in December 2012 which permitted APCo to extend the current Environmental RAC surcharge 
for the months of February and March 2013 in order to collect the $6 million. 
 

Generation Rate Adjustment Clause (Generation RAC) 
 

In January 2012, the Virginia SCC issued a Generation RAC order which allowed APCo to recover $26 million 
annually, effective March 2012, related to recovery of the Dresden Plant.  APCo filed with the Virginia SCC to 
continue the current Generation RAC rate to recover costs of the Dresden Plant through February 2014.  In 
December 2012, the Virginia SCC granted APCo’s application as filed and required APCo to submit a new 
Generation RAC filing in March 2013. 
 

APCo IGCC Plant  
 

As of December 31, 2012, APCo deferred for future recovery pre-construction IGCC costs of approximately $9 
million applicable to its West Virginia jurisdiction, approximately $2 million applicable to its FERC jurisdiction and 
approximately $9 million applicable to its Virginia jurisdiction.  If the costs are not recoverable, it would reduce 
future net income and cash flows and impact financial condition. 
 

APCo’s and WPCo’s Expanded Net Energy Charge (ENEC) Filing  
 

In March 2012, West Virginia passed securitization legislation, which allows the WVPSC to establish a regulatory 
framework to securitize certain deferred ENEC balances and other ENEC related assets.  Also in March 2012, APCo 
and WPCo filed their ENEC application with the WVPSC for the fourth year of a four-year phase-in plan which 
requested no change in ENEC rates if the WVPSC issues a financing order allowing securitization of the under-
recovered ENEC deferral and other ENEC-related assets.  If the financing order is not issued, APCo and WPCo 
requested that recovery of these costs be allowed in current rates. 
 

In July 2012, the WVPSC issued an order that approved a settlement agreement which recommended no change in 
total ENEC rates but reflected a $24 million increase in the construction surcharge and a $24 million decrease in 
ENEC rates.  In August 2012, APCo and WPCo filed with the WVPSC a request for a financing order to securitize a 
total of $422 million related to the December 2011 under-recovered ENEC deferral balance including other ENEC-
related assets of $13 million and related future financing costs of $7 million.  Upon completion of the securitization, 
APCo would offset its current ENEC rates by an amount to recover the securitized balance over the securitization 
period.  In January 2013, intervenors filed testimony that recommended securitization of approximately $370 
million.  The differences between APCo’s and WPCo’s request and the intervenors’ testimony represent previously 
approved ENEC-related deferred amounts being recovered in the ENEC over extended periods, various amounts 
deferred subsequent to the 2011 securitization period and related future securitization financing costs.  As of 
December 31, 2012, APCo’s ENEC under-recovery balance of $299 million, net of 2012 over-recovery, was 
recorded in Regulatory Assets on the balance sheet, excluding $4 million of unrecognized equity carrying costs and 
$12 million of other ENEC-related assets.  APCo and WPCo are currently in settlement discussions with 
intervenors. 
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PSO Rate Matters 

 

PSO 2008 Fuel and Purchased Power 

 
In 2009, the OCC initiated a proceeding to review PSO’s fuel and purchased power adjustment clause for the 
calendar year 2008 and also initiated a prudence review of the related costs.  In October 2012, the OCC issued a 
final order that found PSO’s fuel and purchased power costs were prudently incurred without any disallowance and 
that PSO’s shareholder’s portion of off-system sales margins would remain at 25%. 
 
Oklahoma Environmental Compliance Plan 
 
In September 2012, PSO filed an environmental compliance plan with the OCC reflecting the retirement of 
Northeastern Station (NES) Unit 4 in 2016 and additional environmental controls on NES Unit 3 to continue 
operations through 2026.  The plan requested approval for (a) cost recovery through base rates by 2026 of an 
estimated $256 million of new environmental investment that will be incurred prior to 2016 at NES Unit 3, (b) cost 
recovery through 2026 of NES Units 3 and 4 net book value (combined net book value of the two units is $234 
million as of December 31, 2012), (c) cost recovery through base rates of an estimated $83 million of new 
investment incurred through 2016 at various gas units and (d) a new 15-year purchase power agreement (PPA) with 
a nonaffiliated entity, effective in 2016, with cost recovery through a rider, including an annual earnings component 
of $3 million.  Although the environmental compliance plan does not seek to put any new costs into rates at this 
time, PSO anticipates seeking cost recovery when filing its next base rate case, which is expected to occur no later 
than 2014. 
 
In January 2013, testimony filed by the OCC staff and the Oklahoma Office of the Attorney General generally 
agreed with PSO’s plan, although they recommended no earnings component on the PPA and to delay final 
decisions on parts of the plan including cost recovery of NES Unit 3 and any increases in fuel costs due to 
reductions in the output of energy from NES Unit 3 beginning in 2021.  The testimony recommended that cost 
recovery could extend past 2026 on parts of the plan and recommended a $175 million cost cap on NES Unit 3 
environmental investment.   
 
Also, an intervenor representing some of PSO’s large industrial users opposed virtually all of PSO’s plan, including 
recommending no cost recovery of NES Units 3 and 4 book value amounts not recovered at the time of their 
retirement and no recovery of the PPA costs, including earnings on the PPA.  A hearing is scheduled for April 2013. 
 
I&M Rate Matters 

 

2011 Indiana Base Rate Case 
 
In September 2011, I&M filed a request with the IURC for a net annual increase in Indiana base rates of $149 
million based upon a return on common equity of 11.15%.  The $149 million net annual increase reflects an increase 
in base rates of $178 million offset by proposed corresponding reductions of $13 million to the off-system sales 
sharing rider, $9 million to the PJM cost rider and $7 million to the clean coal technology rider rates.  The request 
included an increase in depreciation rates that would result in an increase of approximately $25 million in annual 
depreciation expense.  Included in the depreciation rates increase was a decrease in the average remaining life of 
Tanners Creek Plant to account for the change in the retirement date of Tanners Creek Plant, Units 1-3 from 2020 to 
2014.  In May 2012, I&M filed rebuttal testimony which changed the retirement date for Tanners Creek Plant, Units 
1-3 to 2015 and supported an increase of $170 million in base rates, excluding reductions to certain riders.   
 
In February 2013, the IURC issued an order that granted an $85 million annual increase in base rates based upon a 
return on common equity of 10.2%, effective March 2013.  The $85 million annual increase in base rates will be 
offset by corresponding reductions of $5 million to the off-system sales sharing rider, $11 million to the PJM cost 
rider and $7 million to the clean coal technology rider rates.  The IURC granted the requested increase in 
depreciation rates, modified the shareholder’s portion of off-system sales margins to 50% below and above the $27 
million imbedded in base rates, established a capacity tracker and established a major storm damage restoration 
reserve. 
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Cook Plant Life Cycle Management Project 

 
In April and May 2012, I&M filed a petition with the IURC and the MPSC, respectively, for approval of the Cook 
Plant Life Cycle Management Project (LCM Project), which consists of a group of capital projects to ensure the safe 
and reliable operations of the Cook Plant through its licensed life.  The estimated cost of the LCM Project is $1.2 
billion to be incurred through 2018, excluding AFUDC.   
 
In Indiana, I&M requested recovery of certain project costs, including interest, through a new rider effective January 
2013.  In Michigan, I&M requested that the MPSC approve a Certificate of Need and authorize I&M to defer, on an 
interim basis, incremental depreciation and related property tax costs, including interest, along with study, analysis 
and development costs until the applicable LCM costs are included in I&M’s base rates.  As of December 31, 2012, 
I&M has incurred $176 million related to the LCM Project, including AFUDC.   
 
In August 2012, intervenors filed testimony in Indiana.  The Indiana Michigan Power Company Industrial Group 
recommended that I&M recover $229 million in a rider with the remaining costs to be requested in future base rate 
cases.  The Indiana Office of Utility Consumer Counselor (OUCC) recommended a maximum of $408 million of 
LCM project costs be recovered in a rider, and a maximum of $299 million for projects the OUCC believes are not 
related to LCM to be recovered in future base rates.  The IURC held a hearing in January 2013. 
 
In January 2013, the MPSC approved a Certificate of Need (CON) for the LCM Project with total costs of $851 
million (Michigan jurisdictional share is approximately 15%) for the period 2013 through 2018.  The order provided 
that depreciation, property taxes and a return using the overall rate of return approved in I&M’s last Michigan base 
rate case related to the 2013 through 2018 LCM Project costs can be deferred until these costs are included in rates.  
The order excluded from the CON $176 million of LCM costs spent prior to 2013 as $39 million was included in the 
determination of Michigan base rates, effective April 2012, and the remaining $137 million in CWIP will be 
requested in a future base rate case.  The order also excluded $142 million of future LCM costs, which if incurred, 
will be requested in a future base rate case.  Under Michigan law, the approved CON amount is eligible for a cost 
increase allowance of 10%, up to $85 million, of the approved project costs in the event project costs exceed the 
approved level of costs.   
 
If I&M is not ultimately permitted to recover its LCM Project costs, it would reduce future net income and cash 
flows and impact financial condition.  
 
Rockport Plant Environmental Controls 
 

I&M filed an application with the IURC seeking approval of a Certificate of Public Convenience and Necessity 
(CPCN) to retrofit one unit at its Rockport Plant with environmental controls estimated to cost $1.4 billion to 
comply with new requirements.  AEGCo and I&M jointly own Unit 1 and jointly lease Unit 2 of the Rockport Plant.  
I&M is also evaluating options related to the maturity of the lease for Rockport Plant Unit 2 in 2022 and continues 
to investigate alternative compliance technologies for these units as part of its overall compliance strategy.  As of 
December 31, 2012, we have incurred $71 million related to these environmental controls, including AFUDC.  If we 
are not ultimately permitted to recover our incurred costs, it would reduce future net income and cash flows. 
 
In February 2013, I&M filed a motion with the IURC to dismiss its request for approval of a CPCN for 
environmental controls after modification to the NSR consent decree.  Under the terms of the NSR consent decree 
modification, the units of Rockport Plant will be equipped with dry sorbent injection systems in 2015 and have 
options to retrofit additional SO2 controls, refuel, repower or retire in 2025 and 2028. 
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KPCo Rate Matters 

 

Plant Transfer 
 

In October 2012, the AEP East Companies submitted several filings with the FERC.  See the “Corporate Separation 
and Termination of Interconnection Agreement” section of FERC Rate Matters.  In December 2012, KPCo filed a 
request with the KPSC for approval to transfer at net book value to KPCo a one-half interest in the Mitchell Plant, 
comprising 780 MW of average annual generating capacity presently owned by OPCo.  If the transfer is approved, 
KPCo anticipates seeking cost recovery when filing its next base rate case.  In addition, KPCo announced its plan to 
retire Big Sandy Plant, Unit 2 in early 2015, subject to regulatory approval, and its intention to study the conversion 
of Big Sandy Plant, Unit 1 to burn natural gas instead of coal. 
 
Big Sandy Plant, Unit 2 FGD System 
 
In May 2012, KPCo withdrew its application to the KPSC seeking approval of a Certificate of Public Convenience 
and Necessity to retrofit Big Sandy Plant, Unit 2 with a dry FGD system.  As part of the Mitchell Plant transfer 
filing discussed above, KPCo requested costs related to the FGD project be established as a regulatory asset and 
recovered in KPCo’s next base rate case.  As of December 31, 2012, KPCo has incurred $29 million related to the 
FGD project, which is recorded in Deferred Charges and Other Noncurrent Assets on the balance sheet.  If KPCo is 
not ultimately permitted to recover its incurred costs, it would reduce future net income and cash flows. 
 
FERC Rate Matters  

 

Seams Elimination Cost Allocation (SECA) Revenue Subject to Refund 
 

In 2004, AEP eliminated transaction-based through-and-out transmission service charges and collected, at the 
FERC’s direction, load-based charges, referred to as RTO SECA through March 2006.  Intervenors objected and the 
FERC set SECA rate issues for hearing and ordered that the SECA rate revenues be collected, subject to refund.  
The AEP East Companies recognized gross SECA revenues of $220 million.  In 2006, a FERC Administrative Law 
Judge issued an initial decision finding that the SECA rates charged were unfair, unjust and discriminatory and that 
new compliance filings and refunds should be made.   
 
AEP filed briefs jointly with other affected companies asking the FERC to reverse the decision.  In May 2010, the 
FERC issued an order that generally supported AEP’s position and required a compliance filing.  In August 2010, 
the affected companies, including the AEP East Companies, filed a compliance filing with the FERC.  The AEP East 
Companies provided reserves for net refunds for SECA settlements.  The AEP East Companies settled with various 
parties prior to the FERC compliance filing and entered into additional settlements subsequent to the compliance 
filing being filed at the FERC.  Based on the analysis of the May 2010 order, the compliance filing and recent 
settlements, management believes that the reserve is adequate to pay the refunds, including interest, and any 
remaining exposure beyond the reserve is immaterial. 
 
Corporate Separation and Termination of Interconnection Agreement 

 
In October 2012, the AEP East Companies submitted several filings with the FERC seeking approval to fully 
separate OPCo’s generation assets from its distribution and transmission operations.  The filings requested approval 
to transfer at net book value approximately 9,200 MW of OPCo-owned generation assets to a new wholly-owned 
company, AEPGenCo.  The AEP East Companies also requested FERC approval to transfer at net book value  
OPCo’s current two-thirds ownership (867 MW) in Amos Plant, Unit 3 to APCo and transfer at net book value 
OPCo’s Mitchell Plant to APCo and KPCo in equal one-half interests (780 MW each).  Additionally, the AEP East 
Companies asked the FERC to terminate the existing Interconnection Agreement and approve a Power Coordination 
Agreement among APCo, I&M and KPCo.  Intervenors have opposed several of these filings.  The AEP East 
Companies have responded and continue to pursue approvals from the FERC.  A decision from the FERC is 
expected in mid-2013. 
 
Similar filings have been made at the KPSC, the Virginia SCC and the WVPSC.  See the “Plant Transfers” section 
of APCo and WPCo Rate Matters and the “Plant Transfer” section of KPCo Rate Matters.    
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4.  EFFECTS OF REGULATION 
 

Regulatory assets are comprised of the following items: 
    December 31, Remaining 

    2012   2011  Recovery Period 

Current Regulatory Assets (in millions)  

Under-recovered Fuel Costs - earns a return $  86  $  56 1 year
Under-recovered Fuel Costs - does not earn a return   2    9 1 year

Total Current Regulatory Assets $  88  $  65  

Noncurrent Regulatory Assets       

Regulatory assets not yet being recovered pending future       
 proceedings to determine the recovery method and timing:       

 Regulatory Assets Currently Earning a Return       
  Storm Related Costs $  23 $  24  
  Economic Development Rider   13   13  
  Other Regulatory Assets Not Yet Being Recovered   1   -  
 Regulatory Assets Currently Not Earning a Return    
  Storm Related Costs   172    10  
  Virginia Environmental Rate Adjustment Clause   29   18  
  Mountaineer Carbon Capture and Storage Product Validation Facility   14   14  
  Litigation Settlement   11   11  
  Deferred Wind Power Costs   5   38  
  Special Rate Mechanism for Century Aluminum   -   13  
  Other Regulatory Assets Not Yet Being Recovered   36   14  

Total Regulatory Assets Not Yet Being Recovered   304   155  

Regulatory assets being recovered:    

 Regulatory Assets Currently Earning a Return   
  Ohio Fuel Adjustment Clause   519    521 6 years 
  West Virginia Expanded Net Energy Charge   273    327 (a) 
  Ohio Deferred Asset Recovery Rider   152   173 6 years 
  Unamortized Loss on Reacquired Debt   82    92 31 years 
  Ohio Capacity Deferral   66    - 6 years 
  Transmission Cost Recovery Rider   49    28 3 years 
  Meter Replacement Costs   47    39 10 years 
  Storm Related Costs   36    65 6 years 
  RTO Formation/Integration Costs   15    18 7 years 
  Red Rock Generating Facility   10    10 44 years 
  Economic Development Rider   5    12 1 year 
  Capacity Auction True-Up   -    692  
  Other Regulatory Assets Being Recovered   10    15 various 
 Regulatory Assets Currently Not Earning a Return     
  Pension and OPEB Funded Status   1,896    2,308 12 years 
  Income Taxes, Net   1,353    1,237 44 years 
  Postemployment Benefits   45    47 5 years 
  Virginia Transmission Rate Adjustment Clause   33    20 2 years 
  Cook Nuclear Plant Refueling Outage Levelization   27    41 3 years 
  Storm Related Costs   27    35 6 years 
  West Virginia Expanded Net Energy Charge   26    32 (a) 
  Distribution Decoupling   16    - 2 years 
  Deferred Restructuring Costs   15    18 6 years 
  Deferred PJM Fees   14    22 2 years 
  Vegetation Management   13    11 1 year 
  Peak Demand Reduction/Energy Efficiency   12    8 1 year 
  Asset Retirement Obligation   9    14 8 years 
  Virginia Environmental Rate Adjustment Clause   8    24 1 year 
  Unrealized Loss on Forward Commitments   8    16 2 years 
  Restructuring Transition Costs   5    8 4 years 
  Other Regulatory Assets Being Recovered   31   38 various 

Total Regulatory Assets Being Recovered   4,802   5,871  

Total Noncurrent Regulatory Assets $  5,106 $  6,026  

(a)  Request for securitization is pending from the WVPSC to recover $422 million as securitized transition assets from ratepayers 
over the securitization bond period. 
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Regulatory liabilities are comprised of the following items: 
 
     December 31, Remaining  

     2012  2011  Refund Period  

 Current Regulatory Liabilities (in millions)   

 Over-recovered Fuel Costs - pays a return $  25 $  5 1 year  

 Over-recovered Fuel Costs - does not pay a return  22  3 1 year  

 Total Current Regulatory Liabilities $  47 $  8   

 Noncurrent Regulatory Liabilities and     

 Deferred Investment Tax Credits       

 Regulatory liabilities not yet being paid:       

        

 Regulatory Liabilities Currently Paying a Return       

 Louisiana Refundable Construction Financing Costs $  96 $  53   

 Other Regulatory Liabilities Not Yet Being Paid    4  5   

 Regulatory Liabilities Currently Not Paying a Return    

  Other Regulatory Liabilities Not Yet Being Paid    9  8   

 Total Regulatory Liabilities Not Yet Being Paid   109   66   

       

 Regulatory liabilities being paid:    

  Regulatory Liabilities Currently Paying a Return       

   Asset Removal Costs   2,511   2,270 (a)  

   Advanced Metering Infrastructure Surcharge   83   78 8 years  

   Deferred Investment Tax Credits   23   27 48 years  

   Excess Earnings   12   13 41 years  

   Other Regulatory Liabilities Being Paid    1   4 various  

  Regulatory Liabilities Currently Not Paying a Return     

   Excess Asset Retirement Obligations for     

    Nuclear Decommissioning Liability   436   377 (b)  

   Deferred Investment Tax Credits   136   144 50 years  

   Over-recovery of Transition Charges   57   41 15 years  

   Unrealized Gain on Forward Commitments   46   41 5 years  

   Spent Nuclear Fuel Liability   43   43 (b)  

   Peak Demand Reduction/Energy Efficiency   31   40 2 years   

   Deferred State Income Tax Coal Credits   29   29 10 years  

   Other Regulatory Liabilities Being Paid    27   22 various  

 Total Regulatory Liabilities Being Paid   3,435   3,129   

 Total Noncurrent Regulatory Liabilities and       

  Deferred Investment Tax Credits $  3,544 $  3,195   

 (a) Relieved as removal costs are incurred.  

 (b) Relieved when plant is decommissioned.  
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5.  COMMITMENTS, GUARANTEES AND CONTINGENCIES 
 

We are subject to certain claims and legal actions arising in our ordinary course of business.  In addition, our 
business activities are subject to extensive governmental regulation related to public health and the environment.  
The ultimate outcome of such pending or potential litigation against us cannot be predicted.  For current proceedings 
not specifically discussed below, management does not anticipate that the liabilities, if any, arising from such 
proceedings would have a material effect on our financial statements. 
 

COMMITMENTS 
 

Construction and Commitments 
 

The AEP System has substantial construction commitments to support its operations and environmental investments.  
In managing the overall construction program and in the normal course of business, we contractually commit to 
third-party construction vendors for certain material purchases and other construction services.  We forecast 
approximately $3.6 billion of construction expenditures, excluding equity AFUDC and capitalized interest, for 2013.  
The subsidiaries purchase fuel, materials, supplies, services and property, plant and equipment under contract as part 
of their normal course of business.  Certain supply contracts contain penalty provisions for early termination. 
 

The following table summarizes our actual contractual commitments as of December 31, 2012: 
 

   Less Than 1      After   

 Contractual Commitments Year  2-3 Years  4-5 Years  5 Years Total 

   (in millions) 

 Fuel Purchase Contracts (a)  $  2,642 $  3,928 $  2,854 $  2,908 $  12,332

 Energy and Capacity Purchase Contracts (b)    177    359    368    2,494    3,398

 Construction Contracts for Capital Assets (c)     187    -    -    -    187

 Total  $  3,006 $  4,287 $  3,222 $  5,402 $  15,917

 
(a) Represents contractual commitments to purchase coal, natural gas, uranium and other consumables as fuel for electric 

generation along with related transportation of the fuel. 

 (b) Represents contractual commitments for energy and capacity purchase contracts. 

 
(c)  Represents only capital assets for which we have signed contracts.  Actual payments are dependent upon and may vary 

significantly based upon the decision to build, regulatory approval schedules, timing and escalation of project costs. 
 

GUARANTEES 
 

We record liabilities for guarantees in accordance with the accounting guidance for “Guarantees.”  There is no 
collateral held in relation to any guarantees.  In the event any guarantee is drawn, there is no recourse to third parties 
unless specified below. 
 

Letters of Credit 
 

We enter into standby letters of credit with third parties.  As Parent, we issue all of these letters of credit in our 
ordinary course of business on behalf of our subsidiaries.  These letters of credit cover items such as gas and 
electricity risk management contracts, construction contracts, insurance programs, security deposits and debt service 
reserves. 
 

We have two credit facilities totaling $3.25 billion, under which we may issue up to $1.35 billion as letters of credit.  
As of December 31, 2012, the maximum future payments for letters of credit issued under the credit facilities were 
$131 million with maturities ranging from January 2013 to April 2014.  In February 2013, we increased and 
extended the $1.5 billion credit facility due in June 2015 to $1.75 billion due in June 2016, extended the $1.75 
billion credit facility due in July 2016 to July 2017 and issued a $1 billion interim credit facility due in May 2015 to 
fund certain OPCo maturities.   
 

We have $402 million of variable rate Pollution Control Bonds supported by bilateral letters of credit for $407 
million.  The letters of credit have maturities ranging from March 2013 to July 2014.  In February 2013, we 
extended certain bilateral letters of credit due in March 2013 to July 2014 and March 2015. 
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Guarantees of Third-Party Obligations 

 
SWEPCo 

 
As part of the process to receive a renewal of a Texas Railroad Commission permit for lignite mining, SWEPCo 
provides guarantees of mine reclamation of $115 million.  Since SWEPCo uses self-bonding, the guarantee provides 
for SWEPCo to commit to use its resources to complete the reclamation in the event the work is not completed by 
Sabine.  This guarantee ends upon depletion of reserves and completion of final reclamation.  Based on the latest 
study completed in 2010, we estimate the reserves will be depleted in 2036 with final reclamation completed by 
2046 at an estimated cost of approximately $58 million.  As of December 31, 2012, SWEPCo has collected 
approximately $59 million through a rider for final mine closure and reclamation costs, of which $18 million is 
recorded in Deferred Credits and Other Noncurrent Liabilities and $41 million is recorded in Asset Retirement 
Obligations on the balance sheets. 
 
Sabine charges SWEPCo, its only customer, all of its costs.  SWEPCo passes these costs to customers through its 
fuel clause. 
 
Indemnifications and Other Guarantees 
 
Contracts 

 
We enter into several types of contracts which require indemnifications.  Typically these contracts include, but are 
not limited to, sale agreements, lease agreements, purchase agreements and financing agreements.  Generally, these 
agreements may include, but are not limited to, indemnifications around certain tax, contractual and environmental 
matters.  With respect to sale agreements, our exposure generally does not exceed the sale price.  The status of 
certain sale agreements is discussed in the “Dispositions” section of Note 6.  As of December 31, 2012, there were 
no material liabilities recorded for any indemnifications. 
 
Lease Obligations 

 
We lease certain equipment under master lease agreements.  See “Master Lease Agreements” and “Railcar Lease” 
sections of Note 12 for disclosure of lease residual value guarantees. 
 
ENVIRONMENTAL CONTINGENCIES 

 

Carbon Dioxide Public Nuisance Claims 
 
In October 2009, the Fifth Circuit Court of Appeals reversed a decision by the Federal District Court for the District 
of Mississippi dismissing state common law nuisance claims in a putative class action by Mississippi residents 
asserting that CO2 emissions exacerbated the effects of Hurricane Katrina.  The Fifth Circuit held that there was no 
exclusive commitment of the common law issues raised in plaintiffs’ complaint to a coordinate branch of 
government and that no initial policy determination was required to adjudicate these claims.  The court granted 
petitions for rehearing.  An additional recusal left the Fifth Circuit without a quorum to reconsider the decision and 
the appeal was dismissed, leaving the district court’s decision in place.  Plaintiffs filed a petition with the U.S. 
Supreme Court asking the court to remand the case to the Fifth Circuit and reinstate the panel decision.  The petition 
was denied in January 2011.  Plaintiffs refiled their complaint in federal district court.  The court ordered all 
defendants to respond to the refiled complaints in October 2011.  In March 2012, the court granted the defendants’ 
motion for dismissal on several grounds, including the doctrine of collateral estoppel and the applicable statute of 
limitations.  Plaintiffs appealed the decision to the Fifth Circuit Court of Appeals.   We will continue to defend 
against the claims.  We are unable to determine a range of potential losses that are reasonably possible of occurring. 
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Alaskan Villages’ Claims 
 
In 2008, the Native Village of Kivalina and the City of Kivalina, Alaska filed a lawsuit in Federal Court in the 
Northern District of California against AEP, AEPSC and 22 other unrelated defendants including oil and gas 
companies, a coal company and other electric generating companies.  The complaint alleges that the defendants' 
emissions of CO2 contribute to global warming and constitute a public and private nuisance and that the defendants 
are acting together.  The complaint further alleges that some of the defendants, including AEP, conspired to create a 
false scientific debate about global warming in order to deceive the public and perpetuate the alleged nuisance.  The 
plaintiffs also allege that the effects of global warming will require the relocation of the village at an alleged cost of 
$95 million to $400 million.  In October 2009, the judge dismissed plaintiffs’ federal common law claim for 
nuisance, finding the claim barred by the political question doctrine and by plaintiffs’ lack of standing to bring the 
claim.  The judge also dismissed plaintiffs’ state law claims without prejudice to refiling in state court.  The 
plaintiffs appealed the decision.  In September 2012, the Ninth Circuit Court of Appeals affirmed the trial court’s 
decision, holding that the CAA displaced Kivalina’s claims for damages.  Plaintiffs’ petition for rehearing by the full 
court was denied in November 2012, but the plaintiffs could seek further review in the U.S. Supreme Court.  We 
believe the action is without merit and will continue to defend against the claims.  We are unable to determine a 
range of potential losses that are reasonably possible of occurring. 
 
The Comprehensive Environmental Response Compensation and Liability Act (Superfund) and State 

Remediation 
 
By-products from the generation of electricity include materials such as ash, slag, sludge, low-level radioactive 
waste and SNF.  Coal combustion by-products, which constitute the overwhelming percentage of these materials, 
are typically treated and deposited in captive disposal facilities or are beneficially utilized.  In addition, our 
generating plants and transmission and distribution facilities have used asbestos, polychlorinated biphenyls and 
other hazardous and nonhazardous materials.  We currently incur costs to dispose of these substances safely. 
 
Superfund addresses clean-up of hazardous substances that have been released to the environment.  The Federal 
EPA administers the clean-up programs.  Several states have enacted similar laws.  As of December 31, 2012, our 
subsidiaries are named by the Federal EPA as a Potentially Responsible Party (PRP) for five sites for which alleged 
liability is unresolved.  There are eight additional sites for which our subsidiaries have received information requests 
which could lead to PRP designation.  Our subsidiaries have also been named potentially liable at three sites under 
state law including the I&M site discussed in the next paragraph.  In those instances where we have been named a 
PRP or defendant, our disposal or recycling activities were in accordance with the then-applicable laws and 
regulations.  Superfund does not recognize compliance as a defense, but imposes strict liability on parties who fall 
within its broad statutory categories.  Liability has been resolved for a number of sites with no significant effect on 
net income. 
 
In 2008, I&M received a letter from the Michigan Department of Environmental Quality (MDEQ) concerning 
conditions at a site under state law and requesting I&M take voluntary action necessary to prevent and/or mitigate 
public harm.  I&M started remediation work in accordance with a plan approved by MDEQ.  I&M’s reserve is 
approximately $10 million.  As the remediation work is completed, I&M’s cost may change as new information 
becomes available concerning either the level of contamination at the site or changes in the scope of remediation 
required by the MDEQ.  We cannot predict the amount of additional cost, if any. 
 
We evaluate the potential liability for each Superfund site separately, but several general statements can be made 
about our potential future liability.  Allegations that materials were disposed at a particular site are often 
unsubstantiated and the quantity of materials deposited at a site can be small and often nonhazardous.  Although 
Superfund liability has been interpreted by the courts as joint and several, typically many parties are named as PRPs 
for each site and several of the parties are financially sound enterprises.  At present, our estimates do not anticipate 
material cleanup costs for any of our identified Superfund sites, except the I&M site discussed above. 
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NUCLEAR CONTINGENCIES 
 
I&M owns and operates the two-unit 2,191 MW Cook Plant under licenses granted by the Nuclear Regulatory 
Commission (NRC).  We have a significant future financial commitment to dispose of SNF and to safely 
decommission and decontaminate the plant.  The licenses to operate the two nuclear units at the Cook Plant expire in 
2034 and 2037.  The operation of a nuclear facility also involves special risks, potential liabilities and specific 
regulatory and safety requirements.  By agreement, I&M is partially liable, together with all other electric utility 
companies that own nuclear generating units, for a nuclear power plant incident at any nuclear plant in the U.S.  
Should a nuclear incident occur at any nuclear power plant in the U.S., the liability could be substantial. 
 
Decommissioning and Low Level Waste Accumulation Disposal 
 
The cost to decommission a nuclear plant is affected by NRC regulations and the SNF disposal program.  
Decommissioning costs are accrued over the service life of the Cook Plant.  The most recent decommissioning cost 
study was performed in 2012.  According to that study, the estimated cost of decommissioning and disposal of low-
level radioactive waste ranges from $1.3 billion to $1.7 billion in 2012 nondiscounted dollars.  The wide range in 
estimated costs is caused by variables in assumptions.  I&M recovers estimated decommissioning costs for the Cook 
Plant in its rates.  The amounts recovered in rates were $14 million, $14 million and $14 million for the years ended 
December 31, 2012, 2011 and 2010, respectively.  Decommissioning costs recovered from customers are deposited 
in external trusts. 
 
As of December 31, 2012 and 2011, the total decommissioning trust fund balance was $1.4 billion and $1.3 billion, 
respectively.  Trust fund earnings increase the fund assets and decrease the amount remaining to be recovered from 
ratepayers.  The decommissioning costs (including interest, unrealized gains and losses and expenses of the trust 
funds) increase or decrease the recorded liability. 
 
I&M continues to work with regulators and customers to recover the remaining estimated costs of decommissioning 
the Cook Plant.  However, future net income and cash flows would be reduced and financial condition could be 
impacted if the cost of SNF disposal and decommissioning continues to increase and cannot be recovered. 
 
SNF Disposal  
 
The Federal government is responsible for permanent SNF disposal and assesses fees to nuclear plant owners for 
SNF disposal.  A fee of one mill per KWh for fuel consumed after April 6, 1983 at the Cook Plant is being collected 
from customers and remitted to the U.S. Treasury.  As of December 31, 2012 and 2011, fees and related interest of 
$265 million and $265 million, respectively, for fuel consumed prior to April 7, 1983 have been recorded as Long-
term Debt and funds collected from customers along with related earnings totaling $308 million and $308 million, 
respectively, to pay the fee are recorded as part of Spent Nuclear Fuel and Decommissioning Trusts.  I&M has not 
paid the government the pre-April 1983 fees due to continued delays and uncertainties related to the federal disposal 
program. 
 
In 2011, I&M signed a settlement agreement with the Federal government which permits I&M to make annual 
filings to recover certain SNF storage costs incurred as a result of the government’s delays in accepting SNF for 
permanent storage.  Under the settlement agreement, I&M received $20 million and $14 million in 2012 and 2011, 
respectively, to recover costs and will be eligible to receive additional payment of annual claims for allowed costs 
that are incurred through December 31, 2013.  The proceeds reduced costs for dry cask storage.  As of December 31, 
2012, I&M has deferred $32 million in Prepayments and Other Current Assets and $13 million in Deferred Charges 
and Other Noncurrent Assets on the balance sheet of dry cask storage and related operation and maintenance costs 
for recovery under this agreement. 
 
See “Fair Value Measurements of Trust Assets for Decommissioning and SNF Disposal” section of Note 10 for 
disclosure of the fair value of assets within the trusts. 
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Nuclear Incident Liability 
 
I&M carries insurance coverage for property damage, decommissioning and decontamination at the Cook Plant in 
the amount of $1.8 billion.  I&M purchases $1 billion of excess coverage for property damage, decommissioning 
and decontamination.  Additional insurance provides coverage for a weekly indemnity payment resulting from an 
insured accidental outage.  I&M utilizes an industry mutual insurer for the placement of this insurance coverage.  
Participation in this mutual insurance requires a contingent financial obligation of up to $40 million for I&M which 
is assessable if the insurer’s financial resources would be inadequate to pay for losses. 
 
The Price-Anderson Act, extended through December 31, 2025, establishes insurance protection for public liability 
arising from a nuclear incident at $12.6 billion and covers any incident at a licensed reactor in the U.S.  
Commercially available insurance, which must be carried for each licensed reactor, provides $375 million of 
coverage.  In the event of a nuclear incident at any nuclear plant in the U.S., the remainder of the liability would be 
provided by a deferred premium assessment of $117.5 million on each licensed reactor in the U.S. payable in annual 
installments of $17.5 million.  As a result, I&M could be assessed $235 million per nuclear incident payable in 
annual installments of $35 million.  The number of incidents for which payments could be required is not limited. 
 
In the event of an incident of a catastrophic nature, I&M is initially covered for the first $375 million through 
commercially available insurance.  The next level of liability coverage of up to $12.2 billion would be covered by 
claims made under the Price-Anderson Act.  If the liability were in excess of amounts recoverable from insurance 
and retrospective claim payments made under the Price-Anderson Act, I&M would seek to recover those amounts 
from customers through rate increases.  In the event nuclear losses or liabilities are underinsured or exceed 
accumulated funds and recovery from customers is not possible, it could reduce future net income and cash flows 
and impact financial condition. 
 
Cook Plant, Unit 1 Fire and Shutdown 

 
In September 2008, I&M shut down Cook Plant, Unit 1 (Unit 1) due to turbine vibrations, caused by blade failure, 
which resulted in significant turbine damage and a small fire on the electric generator.  This equipment, located in 
the turbine building, is separate and isolated from the nuclear reactor.  The turbine rotors that caused the vibration 
were installed in 2006 and are within the vendor’s warranty period.  The warranty provides for the repair or 
replacement of the turbine rotors if the damage was caused by a defect in materials or workmanship.  Repair of the 
property damage and replacement of the turbine rotors and other equipment cost approximately $400 million.  Due 
to the extensive lead time required to manufacture and install new turbine rotors, I&M repaired Unit 1 and it 
resumed operations in December 2009 at slightly reduced power.  The installation of the new turbine rotors and 
other equipment occurred as planned during the fall 2011 refueling outage of Unit 1. 
 
I&M maintains insurance through NEIL.  In February 2013, we signed an agreement and received payment from 
NEIL to settle the remaining insurance claims.  The settlement did not have a material impact on net income, cash 
flows or financial condition. 
 
OPERATIONAL CONTINGENCIES 
 
Insurance and Potential Losses 
 
We maintain insurance coverage normal and customary for an integrated electric utility, subject to various 
deductibles.  Our insurance includes coverage for all risks of physical loss or damage to our nonnuclear assets, 
subject to insurance policy conditions and exclusions.  Covered property generally includes power plants, 
substations, facilities and inventories.  Excluded property generally includes transmission and distribution lines, 
poles and towers.  Our insurance programs also generally provide coverage against loss arising from certain claims 
made by third parties and are in excess of retentions absorbed by us.  Coverage is generally provided by a 
combination of our protected cell of EIS and/or various industry mutual and/or commercial insurance carriers. 
 
See “Nuclear Contingencies” section of this footnote for a discussion of nuclear exposures and related insurance. 
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Some potential losses or liabilities may not be insurable or the amount of insurance carried may not be sufficient to 
meet potential losses and liabilities, including, but not limited to, liabilities relating to damage to the Cook Plant and 
costs of replacement power in the event of an incident at the Cook Plant.  Future losses or liabilities, if they occur, 
which are not completely insured, unless recovered from customers, could reduce future net income and cash flows 
and impact financial condition. 
 
Natural Gas Markets Lawsuits 
 
In 2002, the Lieutenant Governor of California filed a lawsuit in Los Angeles County California Superior Court 
against numerous energy companies, including AEP, alleging violations of California law through alleged fraudulent 
reporting of false natural gas price and volume information with an intent to affect the market price of natural gas 
and electricity.  AEP was dismissed from the case.  A number of similar cases were also filed in California and in 
state and federal courts in several states making essentially the same allegations under federal or state laws against 
the same companies.  AEP (or a subsidiary) is among the companies named as defendants in some of these cases.  
We settled, received summary judgment or were dismissed from all of these cases.  The plaintiffs appealed the 
dismissal of several cases involving AEP companies in Nevada to the Ninth Circuit Court of Appeals.  Oral 
argument was held in October 2012.  We will continue to defend the cases on appeal.  We believe the provision we 
have is adequate.  We believe the remaining exposure is immaterial. 
 
6.  ACQUISITIONS, DISPOSITIONS AND IMPAIRMENTS  
 
ACQUISITIONS 

 

2012 

 

BlueStar Energy (Generation and Marketing segment) 

 

In March 2012, we completed the acquisition of BlueStar Energy Holdings, Inc. (BlueStar) and its independent retail 
electric supplier BlueStar Energy Solutions for $70 million.  This transaction also included goodwill of $15 million, 
intangible assets associated with sales contracts and customer accounts of $58 million and liabilities associated with 
supply contracts of $25 million.  BlueStar has been in operation since 2002.  Beginning in June 2012, BlueStar 
began doing business as AEP Energy.  AEP Energy provides electric supply for retail customers in Ohio, Illinois 
and other deregulated electricity markets and also provides energy solutions throughout the United States, including 
demand response and energy efficiency services.   
 

2010 

 

Valley Electric Membership Corporation (Utility Operations segment) 
 
In October 2010, SWEPCo purchased certain transmission and distribution assets of Valley Electric Membership 
Corporation (VEMCO) for approximately $102 million and began serving VEMCO’s 30,000 customers in 
Louisiana. 
 

Other Matters 

 

Enron Bankruptcy 
 
In February 2011, we reached a $425 million settlement covering all claims with BOA and Enron related to our 
purchase of Houston Pipeline Company (HPL) from Enron in 2001.  As part of the settlement, we received title to 
the 55 billion cubic feet of natural gas in the Bammel storage facility and recorded this asset at fair value.  Under the 
HPL sales agreement, we have a service obligation to the buyer for the right to use the cushion gas through May 
2031.  We recognized the obligation as a liability and will amortize it over the life of the agreement.   
 
The settlement resulted in a pretax gain of $51 million and a net loss after tax of $22 million primarily due to an 
unrealized capital loss valuation allowance of $56 million. 
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DISPOSITIONS 

 

2010 

 

Texas Transmission Facilities (Utility Operations segment) 
 
In 2010, TCC and TNC sold $66 million and $73 million, respectively, of transmission facilities to ETT.  There 
were no gains or losses recorded on these sale transactions.   
 
Intercontinental Exchange, Inc. (ICE) (All Other) 
 
In April 2010, we sold our remaining 138,000 shares of ICE and recognized a $16 million gain.  We recorded the 
gain in Interest and Investment Income on the statement of income for the year ended December 31, 2010. 
 
IMPAIRMENTS 

 

2012 

 

Beckjord Plant Unit 6, Conesville Plant Unit 3, Kammer Plant Units 1-3, Muskingum River Plant Units 1-4, 

Sporn Plant Units 2 and 4 and Picway Plant Unit 5 (Utility Operations segment) 

 

In October 2012, we filed applications with the FERC proposing to terminate the Interconnection Agreement and 
seeking to complete the corporate separation of OPCo's generation assets.  Based on the intention to terminate the 
Interconnection Agreement and the FERC filing, we performed an evaluation of the recoverability of generation 
assets.  As a result, in November 2012, we, using generating unit specific estimated future cash flows, concluded 
that OPCo had a material impairment of certain generation assets.  Under a market-based value approach, using 
level 3 unobservable inputs, we determined that the fair value of these generating units was zero based on the lack of 
installed environmental control equipment and the nature and condition of these generating units.  In the fourth 
quarter of 2012, OPCo recorded a pretax impairment of $287 million in Asset Impairments and Other Related 
Charges on the statement of income related to Beckjord Plant Unit 6, Conesville Plant Unit 3, Kammer Plant Units 
1-3, Muskingum River Plant Units 1-4, Sporn Plant Units 2 and 4 and Picway Plant Unit 5 generating units which 
includes $13 million of related material and supplies inventory.  
 
Turk Plant (Utility Operations segment) 
 
In 2012, SWEPCo recorded a pretax write-off of $13 million in Asset Impairments and Other Related Charges on 
the statement of income related to unrecoverable construction costs subject to the Texas capital costs cap portion of 
the Turk Plant. 
 

2011 
 
Turk Plant (Utility Operations segment) 

 
In the fourth quarter of 2011, SWEPCo recorded a pretax write-off of $49 million in Asset Impairments and Other 
Related Charges on the statement of income related to the Texas jurisdictional portion of the Turk Plant as a result 
of the November 2011 Texas Court of Appeals decision upholding the Texas capital cost cap. 
 
Muskingum River Plant Unit 5 FGD Project (MR5) (Utility Operations segment) 
 
In September 2011, subsequent to the stipulation agreement filed with the PUCO, we determined that OPCo was not 
likely to complete the previously suspended MR5 project and that the project’s preliminary engineering costs were 
no longer probable of being recovered.  As a result, in the third quarter of 2011, OPCo recorded a pretax write-off of 
$42 million in Asset Impairments and Other Related Charges on the statement of income. 
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Sporn Plant Unit 5 (Utility Operations segment) 

 

In the third quarter of 2011, we decided to no longer offer the output of Sporn Unit 5 into the PJM market.  Sporn 
Unit 5 is not expected to operate in the future, resulting in the removal of Sporn Unit 5 from the Interconnection 
Agreement.  As a result, in the third quarter of 2011, OPCo recorded a pretax write-off of $48 million in Asset 
Impairments and Other Related Charges on the statement of income. 
 

7.  BENEFIT PLANS 
 
For a discussion of investment strategy, investment limitations, target asset allocations and the classification of 
investments within the fair value hierarchy, see “Investments Held in Trust for Future Liabilities” and “Fair Value 
Measurements of Assets and Liabilities” sections of Note 1. 
 
We sponsor a qualified pension plan and two unfunded nonqualified pension plans.  Substantially all of our 
employees are covered by the qualified plan or both the qualified and a nonqualified pension plan.  We sponsor 
OPEB plans to provide health and life insurance benefits for retired employees. 
 
We recognize the funded status associated with our defined benefit pension and OPEB plans in the balance sheets. 
Disclosures about the plans are required by the “Compensation – Retirement Benefits” accounting guidance.  We 
recognize an asset for a plan’s overfunded status or a liability for a plan’s underfunded status, and recognize, as a 
component of other comprehensive income, the changes in the funded status of the plan that arise during the year 
that are not recognized as a component of net periodic benefit cost.  We record a regulatory asset instead of other 
comprehensive income for qualifying benefit costs of our regulated operations that for ratemaking purposes are 
deferred for future recovery.  The cumulative funded status adjustment is equal to the remaining unrecognized 
deferrals for unamortized actuarial losses or gains, prior service costs and transition obligations, such that remaining 
deferred costs result in an AOCI equity reduction or regulatory asset and deferred gains result in an AOCI equity 
addition or regulatory liability. 

 
Actuarial Assumptions for Benefit Obligations 
 
The weighted-average assumptions as of December 31 of each year used in the measurement of our benefit 
obligations are shown in the following table: 
 
      Other Postretirement

   Pension Plans   Benefit Plans

 Assumptions  2012   2011   2012  2011 

 Discount Rate   3.95 %    4.55 %    3.95 %   4.75 %

 Rate of Compensation Increase   4.95 % (a)   4.85 % (a)  NA NA
 

(a) Rates are for base pay only.  In addition, an amount is added to reflect target incentive compensation for exempt 
employees and overtime and incentive pay for nonexempt employees.  

NA Not applicable. 

 
We use a duration-based method to determine the discount rate for our plans.  A hypothetical portfolio of high 
quality corporate bonds is constructed with cash flows matching the benefit plan liability.  The composite yield on 
the hypothetical bond portfolio is used as the discount rate for the plan. 
 
For 2012, the rate of compensation increase assumed varies with the age of the employee, ranging from 3.5% per 
year to 11.5% per year, with an average increase of 4.95%. 
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Actuarial Assumptions for Net Periodic Benefit Costs 
 
The weighted-average assumptions as of January 1 of each year used in the measurement of our benefit costs are 
shown in the following table: 
 
      Other Postretirement

    Pension Plans  Benefit Plans 

  2012  2011   2010   2012   2011   2010  

 Discount Rate   4.55 %   5.05 %   5.60 %   4.75 %   5.25 %   5.85 %

 Expected Return on Plan Assets   7.25 %   7.75 %   8.00 %   7.25 %   7.50 %   8.00 %

 Rate of Compensation Increase   4.85 %   4.85 %   4.60 %  NA NA NA

                    

 NA   Not applicable.                   

 
The expected return on plan assets was determined by evaluating historical returns, the current investment climate 
(yield on fixed income securities and other recent investment market indicators), rate of inflation and current 
prospects for economic growth. 
 
The health care trend rate assumptions as of January 1 of each year used for OPEB plans measurement purposes are 
shown below: 
 
 Health Care Trend Rates  2012   2011  

 Initial   7.00 %   7.50 %
 Ultimate   5.00 %   5.00 %
 Year Ultimate Reached  2020  2016 

 
Assumed health care cost trend rates have a significant effect on the amounts reported for the OPEB health care 
plans.  A 1% change in assumed health care cost trend rates would have the following effects: 
 
  1% Increase  1% Decrease

  (in millions)

 Effect on Total Service and Interest Cost    
  Components of Net Periodic Postretirement Health      

  Care Benefit Cost $  24  $  (19)

 Effect on the Health Care Component of the    
  Accumulated Postretirement Benefit Obligation   118    (89)
 

Significant Concentrations of Risk within Plan Assets 
 
In addition to establishing the target asset allocation of plan assets, the investment policy also places restrictions on 
securities to limit significant concentrations within plan assets.  The investment policy establishes guidelines that 
govern maximum market exposure, security restrictions, prohibited asset classes, prohibited types of transactions, 
minimum credit quality, average portfolio credit quality, portfolio duration and concentration limits.  The guidelines 
were established to mitigate the risk of loss due to significant concentrations in any investment.  We monitor the 
plans to control security diversification and ensure compliance with our investment policy.  As of December 31, 
2012, the assets were invested in compliance with all investment limits.  See “Investments Held in Trust for Future 
Liabilities” section of Note 1 for limit details. 
 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1023 of 1829



91 

Benefit Plan Obligations, Plan Assets and Funded Status as of December 31, 2012 and 2011 
 
The following tables provide a reconciliation of the changes in the plans’ benefit obligations, fair value of plan 
assets and funded status as of December 31.  The benefit obligation for the defined benefit pension and OPEB plans 
are the projected benefit obligation and the accumulated benefit obligation, respectively. 
 
    Other Postretirement

  Pension Plans  Benefit Plans

  2012  2011  2012  2011 

Change in Benefit Obligation (in millions) 

Benefit Obligation as of January 1  $  4,991  $  4,807  $  2,227  $  2,125
Service Cost    76    72    47    42
Interest Cost    223    237    103    109
Actuarial Loss    299    169    148    253
Plan Amendment Prior Service Credit    -    -    (570)   (196)
Curtailment and Settlements    (1)   -    -    1
Benefit Payments    (383)   (294)   (151)   (150)
Participant Contributions    -    -    35    34
Medicare Subsidy    -    -    10    9

Benefit Obligation as of December 31  $  5,205  $  4,991  $  1,849  $  2,227

Change in Fair Value of Plan Assets         

Fair Value of Plan Assets as of January 1  $  4,303  $  3,858  $  1,410  $  1,461
Actual Gain (Loss) on Plan Assets    560    282    178    (14)
Company Contributions    216    457    96    79
Participant Contributions    -    -    35    34
Benefit Payments    (383)   (294)   (151)   (150)

Fair Value of Plan Assets as of December 31  $  4,696  $  4,303  $  1,568  $  1,410

Underfunded Status as of December 31  $  (509) $  (688) $  (281) $  (817)

 
Benefit Amounts Recognized on the Balance Sheets as of December 31, 2012 and 2011

      Other Postretirement

    Pension Plans  Benefit Plans

    December 31,

   2012  2011  2012  2011 

   (in millions) 

 Other Current Liabilities - Accrued Short-term         
  Benefit Liability  $  (7) $  (8) $  (4) $  (4)
 Employee Benefits and Pension Obligations -         
  Accrued Long-term Benefit Liability    (502)   (680)   (277)   (813)

 Underfunded Status  $  (509) $  (688) $  (281) $  (817)
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Amounts Included in AOCI and Regulatory Assets as of December 31, 2012 and 2011   

     Other Postretirement

  Pension Plans  Benefit Plans

   December 31,

   2012 2011   2012 2011   

Components (in millions) 

Net Actuarial Loss  $  2,111 $  2,208  $  989 $  979  
Prior Service Cost (Credit)    11   10    (762)   (210) 
Transition Obligation    -   -    -   1  

Recorded as      

Regulatory Assets  $  1,774 $  1,818  $  108 $  479  
Deferred Income Taxes    122   140    42   102  
Net of Tax AOCI    226   260    77   189  

 
Components of the change in amounts included in AOCI and Regulatory Assets during the years ended December 
31, 2012 and 2011 are as follows: 
 
    Other Postretirement

  Pension Plans  Benefit Plans

  Years Ended December 31,

  2012  2011  2012  2011 

Components (in millions) 

Actuarial Loss During the Year  $  58  $  201  $  67  $  370 
Prior Service Credit    -    -    (570)   (191)
Amortization of Actuarial Loss    (155)   (122)   (57)   (29)
Amortization of Prior Service Credit (Cost)    1    (1)   18    1 
Amortization of Transition Obligation    -    -    (1)   (2)

Change for the Year  $  (96) $  78  $  (543) $  149 
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Pension and Other Postretirement Plans’ Assets 
 
The following table presents the classification of pension plan assets within the fair value hierarchy as of December 
31, 2012: 
 
                    Year End

Asset Class Level 1  Level 2  Level 3  Other Total  Allocation 

  (in millions)    

Equities:   

 Domestic  $  1,308 $  - $  - $  - $  1,308   27.9 %

 International    497   -   -   -   497   10.5 %

 Real Estate Investment Trusts    91   -   -   -   91   1.9 %

 Common Collective Trust -          

  International    -   4   -   -   4   0.1 %

Subtotal - Equities    1,896   4   -   -   1,900   40.4 %

          

Fixed Income:         

 Common Collective Trust - Debt    -   32   -   -   32   0.7 %

 United States Government and          

  Agency Securities    -   715   -   -   715   15.2 %

 Corporate Debt    -   1,235   -   -   1,235   26.3 %

 Foreign Debt    -   199   -   -   199   4.2 %

 State and Local Government    -   44   -   -   44   0.9 %

 Other - Asset Backed   -   36   -   -   36   0.8 %

Subtotal - Fixed Income    -   2,261   -   -   2,261   48.1 %

          

Real Estate    -   -   220   -   220   4.7 %

          

Alternative Investments    -   -   195   -   195   4.2 %

Securities Lending    -   80   -   -   80   1.7 %

Securities Lending Collateral (a)   -   -   -   (91)  (91)  (1.9)%

       

Cash and Cash Equivalents   -   126   -   -  126   2.7 %

Other - Pending Transactions and      

 Accrued Income (b)    -    -   -   5   5   0.1 %

Total  $  1,896 $  2,471 $  415 $  (86) $  4,696   100.0 %

 
(a)  Amounts in "Other" column primarily represent an obligation to repay cash collateral received as part of the Securities 

Lending Program. 
(b)   Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions pending settlement. 

 
The following table sets forth a reconciliation of changes in the fair value of assets classified as Level 3 in the fair 
value hierarchy for the pension assets: 
 
    Corporate  Real  Alternative  Total 

    Debt  Estate  Investments  Level 3 

   (in millions) 

 Balance as of January 1, 2012  $  6  $  163  $  161  $  330

 Actual Return on Plan Assets         

  Relating to Assets Still Held as of the Reporting Date    -    30    10    40

  Relating to Assets Sold During the Period    (2)   -    4    2

 Purchases and Sales    (4)   27    20    43

 Transfers into Level 3    -    -    -    -

 Transfers out of Level 3    -    -    -    -

 Balance as of December 31, 2012  $  -  $  220  $  195  $  415
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The following table presents the classification of OPEB plan assets within the fair value hierarchy as of December 
31, 2012: 
 
                    Year End

Asset Class Level 1  Level 2  Level 3  Other Total  Allocation 

  (in millions)    

Equities:   

 Domestic  $  422 $  - $  - $  - $  422   26.9 %

 International    505   -   -   -   505   32.2 %

Subtotal - Equities    927   -   -   -   927   59.1 %

          

Fixed Income:         

 Common Collective Trust - Debt   -   72   -   -   72   4.6 %

 United States Government and          

  Agency Securities    -   82   -   -   82   5.2 %

 Corporate Debt    -   155   -   -   155   9.9 %

 Foreign Debt    -   26   -   -   26   1.7 %

 State and Local Government    -   7   -   -   7   0.5 %

 Other - Asset Backed   -   10   -   -   10   0.6 %

Subtotal - Fixed Income    -   352   -   -   352   22.5 %

          

Trust Owned Life Insurance:          

 International Equities    -   52   -   -   52   3.3 %

 United States Bonds   -   163   -   -  163   10.3 %

       

Cash and Cash Equivalents   62   11   -   -  73   4.7 %

Other - Pending Transactions and      

 Accrued Income (a)    -    -   -   1   1   0.1 %

Total  $  989 $  578 $  - $  1 $  1,568   100.0 %

 
(a)  Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions pending settlement. 
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The following table presents the classification of pension plan assets within the fair value hierarchy as of December 
31, 2011: 
 
                    Year End

Asset Class Level 1  Level 2  Level 3  Other Total  Allocation 

  (in millions)    

Equities:   

 Domestic  $  1,455 $  - $  - $  - $  1,455   33.8 %

 International    399   -   -   -   399   9.3 %

 Real Estate Investment Trusts    104   -   -   -   104   2.4 %

 Common Collective Trust -          

  International    -   128   -   -   128   3.0 %

Subtotal - Equities    1,958   128   -   -   2,086   48.5 %

          

Fixed Income:         

 Common Collective Trust - Debt    -   26   -   -   26   0.6 %

 United States Government and          

  Agency Securities    -   566   -   -   566   13.2 %

 Corporate Debt    -   985   6   -   991   23.0 %

 Foreign Debt    -   190   -   -   190   4.4 %

 State and Local Government    -   48   -   -   48   1.1 %

 Other - Asset Backed   -   26   -   -   26   0.6 %

Subtotal - Fixed Income    -   1,841   6   -   1,847   42.9 %

          

Real Estate    -   -   163   -   163   3.8 %

          

Alternative Investments    -   -   161   -   161   3.7 %

Securities Lending    -   215   -   -   215   5.0 %

Securities Lending Collateral (a)   -   -   -   (236)  (236)  (5.5)%

       

Cash and Cash Equivalents   -   93   -   -  93   2.2 %

Other - Pending Transactions and      

 Accrued Income (b)    -    -   -   (26)   (26)  (0.6)%

Total  $  1,958 $  2,277 $  330 $  (262) $  4,303   100.0 %

 
(a)  Amounts in "Other" column primarily represent an obligation to repay cash collateral received as part of the Securities 

Lending Program. 
(b)   Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions pending settlement. 

 
The following table sets forth a reconciliation of changes in the fair value of assets classified as Level 3 in the fair 
value hierarchy for the pension assets: 
 
    Corporate  Real  Alternative  Total 

    Debt  Estate  Investments  Level 3 

    (in millions)

 Balance as of January 1, 2011  $  -  $  83  $  130  $  213 

 Actual Return on Plan Assets         

  Relating to Assets Still Held as of the Reporting Date    -    22    9    31 

  Relating to Assets Sold During the Period    -    -    3    3 

 Purchases and Sales    -    58    19    77 

 Transfers into Level 3    6    -    -    6 

 Transfers out of Level 3    -    -    -    - 

 Balance as of December 31, 2011  $  6  $  163  $  161  $  330 
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The following table presents the classification of OPEB plan assets within the fair value hierarchy as of December 
31, 2011: 
 
                    Year End

Asset Class Level 1  Level 2  Level 3  Other Total  Allocation 

  (in millions) 

Equities:   

 Domestic  $  348 $  - $  - $  - $  348   24.7 %

 International    380   -   -   -   380   27.0 %

 Common Collective Trust -          

  Global    -   99   -   -   99   7.0 %

Subtotal - Equities    728   99   -   -   827   58.7 %

          

Fixed Income:         

 Common Collective Trust - Debt   -   69   -   -   69   4.9 %

 United States Government and          

  Agency Securities    -   81   -   -   81   5.7 %

 Corporate Debt    -   152   -   -   152   10.8 %

 Foreign Debt    -   32   -   -   32   2.3 %

 State and Local Government    -   9   -   -   9   0.6 %

 Other - Asset Backed   -   2   -   -   2   0.1 %

Subtotal - Fixed Income    -   345   -   -   345   24.4 %

          

Trust Owned Life Insurance:          

 International Equities    -   46   -   -   46   3.3 %

 United States Bonds   -   158   -   -  158   11.2 %

       

Cash and Cash Equivalents   17   23   -   -  40   2.9 %

Other - Pending Transactions and      

 Accrued Income (a)    -    -   -   (6)   (6)  (0.5)%

Total  $  745 $  671 $  - $  (6) $  1,410   100.0 %

 
(a)  Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions pending settlement. 
 

Determination of Pension Expense 
 
We base our determination of pension expense or income on a market-related valuation of assets which reduces 
year-to-year volatility.  This market-related valuation recognizes investment gains or losses over a five-year period 
from the year in which they occur.  Investment gains or losses for this purpose are the difference between the 
expected return calculated using the market-related value of assets and the actual return. 
 
   December 31,

 Accumulated Benefit Obligation  2012   2011  

   (in millions) 

 Qualified Pension Plan  $  5,001  $  4,808

 Nonqualified Pension Plans    82    89

 Total  $  5,083  $  4,897
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For our underfunded pension plans that had an accumulated benefit obligation in excess of plan assets, the projected 
benefit obligation, accumulated benefit obligation and fair value of plan assets of these plans as of December 31, 
2012 and 2011 were as follows: 
 
   Underfunded Pension Plans

   December 31,

   2012   2011  

   (in millions) 

 Projected Benefit Obligation  $  5,205  $  4,991

 Accumulated Benefit Obligation  $  5,083  $  4,897

 Fair Value of Plan Assets    4,696    4,303

 Underfunded Accumulated Benefit Obligation  $  (387) $  (594)

 
Estimated Future Benefit Payments and Contributions 
 
We expect contributions and payments for the pension plans of $108 million and the OPEB plans of $4 million 
during 2013.  For the pension plans, this amount includes the payment of unfunded nonqualified benefits plus 
contributions to the qualified trust fund of at least the minimum amount required by the Employee Retirement 
Income Security Act.  For the qualified pension plan, we may also make additional discretionary contributions to 
maintain the funded status of the plan.  For the OPEB plans, expected payments include the payment of unfunded 
benefits. 
 
The table below reflects the total benefits expected to be paid from the plan or from our assets.  The payments 
include the participants’ contributions to the plan for their share of the cost.  In November 2012, we announced 
changes to our retiree medical coverage.  Effective for retirements after December 2012, our contribution to retiree 
medical coverage will be capped reducing our exposure to future medical cost inflation.  Effective for employees 
hired after December 2013, we will not provide retiree medical coverage.  In December 2011, we amended the 
prescription drug program for certain participants.  The impact of the changes is reflected in the Benefit Plan 
Obligation table as plan amendments.  Future benefit payments are dependent on the number of employees retiring, 
whether the retiring employees elect to receive pension benefits as annuities or as lump sum distributions, future 
integration of the benefit plans with changes to Medicare and other legislation, future levels of interest rates and 
variances in actuarial results.  The estimated payments for pension benefits and OPEB are as follows: 
 
   Pension Plans  Other Postretirement Benefit Plans 

   Pension  Benefit  Medicare Subsidy 

  Payments  Payments  Receipts 

  (in millions) 

 2013   $  340  $  140  $  - 
 2014     349    146    - 
 2015     356    153    - 
 2016     359    162    - 
 2017     364    171    - 
 Years 2018 to 2022, in Total    1,844    990    2 

 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1030 of 1829



98 

Components of Net Periodic Benefit Cost 
 

The following table provides the components of our net periodic benefit cost for the plans for the years ended 
December 31, 2012, 2011 and 2010: 
 
      Other Postretirement

   Pension Plans  Benefit Plans 

    Years Ended December 31,

   2012  2011   2010   2012   2011   2010  

   (in millions) 

 Service Cost  $  76  $  72  $  111  $  47  $  42  $  47 

 Interest Cost    223    237    253    103    109    113 

 Expected Return on Plan Assets    (319)   (314)   (312)   (101)   (109)   (105)

 Curtailment    -    -    -    -    1    - 

 Amortization of Transition Obligation    -    -    -    1    2    27 

 Amortization of Prior Service Cost (Credit)    (1)   1    -    (18)   (1)   - 

 Amortization of Net Actuarial Loss    155    122    89    57    29    29 

 Net Periodic Benefit Cost    134    118    141    89    73    111 

 Capitalized Portion    (42)   (37)   (44)   (28)   (22)   (35)

 Net Periodic Benefit Cost Recognized as             

  Expense  $  92  $  81  $  97  $  61  $  51  $  76 

 
Estimated amounts expected to be amortized to net periodic benefit costs (credits) and the impact on the balance 
sheet during 2013 are shown in the following table: 
 
     Other

      Postretirement

    Pension Plans  Benefit Plans 

 Components (in millions) 

 Net Actuarial Loss  $  176  $  64

 Prior Service Cost (Credit)    3    (69)

 Total Estimated 2013 Amortization  $  179  $  (5)

 Expected to be Recorded as     

 Regulatory Asset  $  148  $  (7)

 Deferred Income Taxes    11    1

 Net of Tax AOCI    20    1

 Total  $  179  $  (5)

 
American Electric Power System Retirement Savings Plan 

 
We sponsor the American Electric Power System Retirement Savings Plan, a defined contribution retirement 
savings plan for substantially all employees who are not members of the United Mine Workers of America 
(UMWA).  It is a qualified plan offering participants an opportunity to contribute a portion of their pay with features 
under Section 401(k) of the Internal Revenue Code.  The matching contributions to the plan are 100% of the first 1% 
of eligible employee contributions and 70% of the next 5% of contributions.  The cost for matching contributions 
totaled $66 million in 2012, $64 million in 2011 and $61 million in 2010. 
 
UMWA Benefits 
 
We provide UMWA pension, health and welfare benefits for certain unionized mining employees, retirees and their 
survivors who meet eligibility requirements.  UMWA trustees make final interpretive determinations with regard to 
all benefits.  The pension benefits are administered by UMWA trustees and contributions are made to their trust 
funds.  The health and welfare benefits are administered by us and benefits are paid from our general assets.   
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The UMWA pension benefits are administered through a multiemployer plan that is different from single-employer 
plans as an employer’s contributions may be used to provide benefits to employees of other participating employers.  
Required contributions not made by any employer may result in other employers bearing the unfunded plan 
obligations, while a withdrawing employer may be subject to a withdrawal liability.  UMWA pension benefits are 
provided through the United Mine Workers of America 1974 Pension Plan (Employer Identification Number: 52-
1050282, Plan Number 002), which under the Pension Protection Act of 2006 (PPA) was in Seriously Endangered 
Status for the plan years ending June 30, 2012 and 2011, without utilization of extended amortization provisions.  
The Plan adopted a funding improvement plan in May 2012, as required under the PPA.  Contributions in 2012, 
2011 and 2010 were made under a collective bargaining agreement that is scheduled to expire December 31, 2013.  
We contributed immaterial amounts in 2012, 2011 and 2010 that represent less than 5% of the total contributions in 
the plan’s latest annual report for the years ended June 30, 2012, 2011 and 2010.  The contributions we made did not 
include a surcharge.  There are no minimum contributions for future years.    
 
8.  BUSINESS SEGMENTS 
 
Our primary business is the generation, transmission and distribution of electricity.  Within our Utility Operations 
segment, we centrally dispatch generation assets and manage our overall utility operations on an integrated basis 
because of the substantial impact of cost-based rates and regulatory oversight.  Intersegment sales and transfers are 
generally based on underlying contractual arrangements and agreements. 
 
Our reportable segments and their related business activities are outlined below: 
 
Utility Operations 
 

• Generation of electricity for sale to U.S. retail and wholesale customers. 

• Transmission and distribution of electricity through assets owned and operated by our ten utility operating 
companies. 

 
Transmission Operations 
 

• Development, construction and operation of transmission facilities through investments in our wholly-
owned transmission subsidiaries and transmission joint ventures.  These investments have PUCT-approved 
or FERC-approved returns on equity. 

 
AEP River Operations 
 

• Commercial barging operations that transport coal and dry bulk commodities primarily on the Ohio, Illinois 
and lower Mississippi Rivers. 

 
Generation and Marketing 
 

• Nonregulated generation in ERCOT. 

• Marketing, risk management and retail activities in ERCOT, PJM and MISO. 
 
The remainder of our activities is presented as All Other.  While not considered a reportable segment, All Other 
includes:  
 

• Parent’s guarantee revenue received from affiliates, investment income, interest income and interest expense 
and other nonallocated costs. 

• Tax and interest expense adjustments related to our UK operations, which were sold in 2004 and 2002. 

• Forward natural gas contracts that were not sold with our natural gas pipeline and storage operations in 2004 
and 2005.  These contracts were financial derivatives which settled and expired in the fourth quarter of 
2011. 

• Revenue sharing related to the Plaquemine Cogeneration Facility, which ended in the fourth quarter of 2011. 
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The tables below present our reportable segment information for the years ended December 31, 2012, 2011 and 
2010 and balance sheet information as of December 31, 2012 and 2011.  These amounts include certain estimates 
and allocations where necessary.   
 

        Nonutility Operations          

       

 

  

 

Generation

 

  

 

  

 

  

  Utility  Transmission AEP River and All Other Reconciling   

  Operations  Operations Operations Marketing (a) Adjustments Consolidated 

  (in millions) 

Year Ended December 31, 2012               

Revenues from:               

 External Customers $  13,670  $  7  $  647  $  599  $  22  $  -  $  14,945 

 Other Operating Segments   108    17    20    1    8    (154)   - 

Total Revenues $  13,778  $  24  $  667  $  600  $  30  $  (154) $  14,945 

Asset Impairments and Other              

 Related Charges $  300  $  -  $  -  $  -  $  -  $  -  $  300 

Depreciation and Amortization   1,734    3    29    28    -    (12)(b)   1,782 

Interest Income   7    -    -    -    20    (19)   8 

Carrying Costs Income   53    -    -    -    -    -    53 

Interest Expense   882    3    17    19    102    (35)(b)   988 

Income Tax Expense   560    17    7    3    17    -    604 

               

Net Income (Loss)   1,299   43    15    7    (102)   -    1,262 

              

Gross Property Additions   2,625   392    31    71    -    -    3,119 

                      

        Nonutility Operations          

       

 

  

 

Generation

 

  

 

  

 

  

  Utility  Transmission AEP River and All Other Reconciling   

  Operations  Operations Operations Marketing (a)  Adjustments Consolidated 

  (in millions) 

 Year Ended December 31, 2011               

Revenues from:               

 External Customers $  14,088  $  3  $  696  $  305  $  24  $  -  $  15,116 

 Other Operating Segments   112    5    20    1    8    (146)   - 

Total Revenues $  14,200  $  8  $  716  $  306  $  32  $  (146) $  15,116 

Asset Impairments and Other              

 Related Charges $  139  $  -  $  -  $  -  $  -  $  -  $  139 

Depreciation and Amortization   1,613    -    28    25    2    (13)(b)   1,655 

Interest Income   29    -    -    (1)   17    (18)   27 

Carrying Costs Income   393    -    -    -    -    -    393 

Interest Expense   886    1    18    18    43    (33)(b)   933 

Income Tax Expense (Credit)   722    2    24    (18)   88    -    818 

               

Income (Loss) Before Extraordinary               

Item $  1,549  $  30  $  45  $  14  $  (62) $  -  $  1,576 

Extraordinary Item, Net of Tax   373    -    -    -    -    -    373 

Net Income (Loss) $  1,922 $  30  $  45  $  14  $  (62) $  -  $  1,949 

Gross Property Additions $  2,405 $  263  $  18  $  2  $  214  $  -  $  2,902 
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        Nonutility Operations          

       

 

  

 

Generation

 

  

 

  

 

  

  Utility  Transmission AEP River and All Other Reconciling   

  Operations  Operations Operations Marketing (a)  Adjustments Consolidated 

  (in millions)

 Year Ended December 31, 2010               

Revenues from:               

 External Customers $  13,687  $  -  $  566  $  173  $  1  $  -  $  14,427 

 Other Operating Segments   105    1    22    -    14    (142)   - 

Total Revenues $  13,792  $  1  $  588  $  173  $  15  $  (142) $  14,427 

Asset Impairments and Other              

 Related Charges $  -  $  -  $  -  $  -  $  -  $  -  $  - 

Depreciation and Amortization   1,598    -    24    30    2    (13)(b)   1,641 

Interest Income   8    -    -    2    31    (20)   21 

Carrying Costs Income   70    -    -    -    -    -    70 

Interest Expense   942    -    14    20    58    (35)(b)   999 

Income Tax Expense (Credit)   651    (1)   19    (20)   (6)   -    643 

Net Income (Loss)   1,192   9    37    25    (45)   -    1,218 

              

Gross Property Additions   2,440   35    23    1    1    -    2,500  
        Nonutility Operations        

          Generation   Reconciling    

   Utility Transmission AEP River and All Other  Adjustments    

   Operations Operations Operations Marketing (a) (b)  Consolidated

   (in millions) 

December 31, 2012       

Total Property, Plant and Equipment $  55,707 $  748 $  636 $  621 $  8 $  (266) $  57,454 

Accumulated Depreciation and       

 Amortization   18,344  4   161   246   7   (71)   18,691 

Total Property, Plant and       

 Equipment - Net $  37,363 $  744 $  475 $  375 $  1 $  (195) $  38,763 

Total Assets $  51,477 $  1,216 $  670 $  1,005 $  17,191 $  (17,192) (c) $  54,367 

          

Investments in Equity Method Investees   24  393   43   -   5   -    465 

                   

        Nonutility Operations        

          Generation   Reconciling    

   Utility Transmission AEP River and All Other  Adjustments    

   Operations Operations Operations Marketing (a) (b)  Consolidated 

   (in millions)

December 31, 2011       

Total Property, Plant and Equipment $  54,396 $  323 $  608 $  590 $  11 $  (258) $  55,670 

Accumulated Depreciation and       

  Amortization   18,393  -   136   219   10   (59)   18,699 

Total Property, Plant and       

 Equipment - Net $  36,003 $  323 $  472 $  371 $  1 $  (199) $  36,971 

Total Assets $  50,093 $  594 $  659 $  868 $  16,751 $  (16,742) (c) $  52,223 

          

Investments in Equity Method Investees   24  256   17   -   2   -    299 

 
(a) All Other includes: 

• Parent's guarantee revenue received from affiliates, investment income, interest income and interest expense and other nonallocated costs. 

• Tax and interest expense adjustments related to our UK operations, which were sold in 2004 and 2002. 

• Forward natural gas contracts that were not sold with our natural gas pipeline and storage operations in 2004 and 2005.  These contracts were 
financial derivatives which settled and expired in the fourth quarter of 2011. 

• Revenue sharing related to the Plaquemine Cogeneration Facility, which ended in the fourth quarter of 2011.  
(b) Includes eliminations due to an intercompany capital lease.   
(c) Reconciling Adjustments for Total Assets primarily include the elimination of intercompany advances to affiliates and intercompany accounts receivable 

along with the elimination of AEP's investments in subsidiary companies.           
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9.  DERIVATIVES AND HEDGING 
 
OBJECTIVES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS 

 
We are exposed to certain market risks as a major power producer and marketer of wholesale electricity, coal and 
emission allowances.  These risks include commodity price risk, interest rate risk, credit risk and, to a lesser extent, 
foreign currency exchange risk.  These risks represent the risk of loss that may impact us due to changes in the 
underlying market prices or rates.  We manage these risks using derivative instruments. 
 
STRATEGIES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS TO ACHIEVE OBJECTIVES 

 
Risk Management Strategies 
 
Our strategy surrounding the use of derivative instruments primarily focuses on managing our risk exposures, future 
cash flows and creating value utilizing both economic and formal hedging strategies.  Our risk management 
strategies also include the use of derivative instruments for trading purposes, focusing on seizing market 
opportunities to create value driven by expected changes in the market prices of the commodities in which we 
transact.  To accomplish our objectives, we primarily employ risk management contracts including physical and 
financial forward purchase-and-sale contracts and, to a lesser extent, OTC swaps and options.  Not all risk 
management contracts meet the definition of a derivative under the accounting guidance for “Derivatives and 
Hedging.”  Derivative risk management contracts elected normal under the normal purchases and normal sales scope 
exception are not subject to the requirements of this accounting guidance. 
 
We enter into power, coal, natural gas, interest rate and, to a lesser degree, heating oil and gasoline, emission 
allowance and other commodity contracts to manage the risk associated with our energy business.  We enter into 
interest rate derivative contracts in order to manage the interest rate exposure associated with our commodity 
portfolio.  For disclosure purposes, such risks are grouped as “Commodity,” as they are related to energy risk 
management activities.  We also engage in risk management of interest rate risk associated with debt financing and 
foreign currency risk associated with future purchase obligations denominated in foreign currencies.  For disclosure 
purposes, these risks are grouped as “Interest Rate and Foreign Currency.”  The amount of risk taken is determined 
by the Commercial Operations and Finance groups in accordance with our established risk management policies as 
approved by the Finance Committee of our Board of Directors. 
 
The following table represents the gross notional volume of our outstanding derivative contracts as of December 31, 
2012 and 2011: 
 
 Notional Volume of Derivative Instruments

           

    Volume   

     December 31,  Unit of 

 Primary Risk Exposure 2012    2011   Measure 

    (in millions)  

 Commodity:        
  Power    498    609  MWhs 
  Coal    10    21  Tons 
  Natural Gas    147    100  MMBtus 
  Heating Oil and Gasoline    6    6  Gallons 
  Interest Rate  $  235  $  226  USD 

 Interest Rate and Foreign Currency  $  1,199  $  907  USD 
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Fair Value Hedging Strategies 

 
We enter into interest rate derivative transactions as part of an overall strategy to manage the mix of fixed-rate and 
floating-rate debt.  Certain interest rate derivative transactions effectively modify our exposure to interest rate risk 
by converting a portion of our fixed-rate debt to a floating rate.  Provided specific criteria are met, these interest rate 
derivatives are designated as fair value hedges. 
 
Cash Flow Hedging Strategies 
 
We enter into and designate as cash flow hedges certain derivative transactions for the purchase and sale of power, 
coal, natural gas and heating oil and gasoline (“Commodity”) in order to manage the variable price risk related to the 
forecasted purchase and sale of these commodities.  We monitor the potential impacts of commodity price changes 
and, where appropriate, enter into derivative transactions to protect profit margins for a portion of future electricity 
sales and fuel or energy purchases.  We do not hedge all commodity price risk. 
 
Our vehicle fleet and barge operations are exposed to gasoline and diesel fuel price volatility.  We enter into 
financial heating oil and gasoline derivative contracts in order to mitigate price risk of our future fuel purchases.  For 
disclosure purposes, these contracts are included with other hedging activities as “Commodity.”  We do not hedge 
all fuel price risk.   
 
We enter into a variety of interest rate derivative transactions in order to manage interest rate risk exposure.  Some 
interest rate derivative transactions effectively modify our exposure to interest rate risk by converting a portion of 
our floating-rate debt to a fixed rate.  We also enter into interest rate derivative contracts to manage interest rate 
exposure related to future borrowings of fixed-rate debt.  Our forecasted fixed-rate debt offerings have a high 
probability of occurrence as the proceeds will be used to fund existing debt maturities and projected capital 
expenditures.  We do not hedge all interest rate exposure. 
 
At times, we are exposed to foreign currency exchange rate risks primarily when we purchase certain fixed assets 
from foreign suppliers.  In accordance with our risk management policy, we may enter into foreign currency 
derivative transactions to protect against the risk of increased cash outflows resulting from a foreign currency’s 
appreciation against the dollar.  We do not hedge all foreign currency exposure. 
 
ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND THE IMPACT ON OUR FINANCIAL 

STATEMENTS 

 
The accounting guidance for “Derivatives and Hedging” requires recognition of all qualifying derivative instruments 
as either assets or liabilities on the balance sheets at fair value.  The fair values of derivative instruments accounted 
for using MTM accounting or hedge accounting are based on exchange prices and broker quotes.  If a quoted market 
price is not available, the estimate of fair value is based on the best information available including valuation models 
that estimate future energy prices based on existing market and broker quotes, supply and demand market data and 
assumptions.  In order to determine the relevant fair values of our derivative instruments, we also apply valuation 
adjustments for discounting, liquidity and credit quality. 
 
Credit risk is the risk that a counterparty will fail to perform on the contract or fail to pay amounts due.  Liquidity 
risk represents the risk that imperfections in the market will cause the price to vary from estimated fair value based 
upon prevailing market supply and demand conditions.  Since energy markets are imperfect and volatile, there are 
inherent risks related to the underlying assumptions in models used to fair value risk management contracts.  
Unforeseen events may cause reasonable price curves to differ from actual price curves throughout a contract’s term 
and at the time a contract settles.  Consequently, there could be significant adverse or favorable effects on future net 
income and cash flows if market prices are not consistent with our estimates of current market consensus for 
forward prices in the current period.  This is particularly true for longer term contracts.  Cash flows may vary based 
on market conditions, margin requirements and the timing of settlement of our risk management contracts. 
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According to the accounting guidance for “Derivatives and Hedging,” we reflect the fair values of our derivative 
instruments subject to netting agreements with the same counterparty net of related cash collateral.  For certain risk 
management contracts, we are required to post or receive cash collateral based on third party contractual agreements 
and risk profiles.  For the December 31, 2012 and 2011 balance sheets, we netted $7 million and $26 million, 
respectively, of cash collateral received from third parties against short-term and long-term risk management assets 
and $50 million and $133 million, respectively, of cash collateral paid to third parties against short-term and long-
term risk management liabilities. 
 
The following tables represent the gross fair value impact of our derivative activity on the balance sheets as of 
December 31, 2012 and 2011: 
 

Fair Value of Derivative Instruments

December 31, 2012 

     Gross Amounts Gross Net Amounts of 

  Risk Management   of Risk  Amounts Assets/Liabilities 

  Contracts Hedging Contracts Management Offset in the Presented in the 

    Interest Rate Assets/ Statement of Statement of  

    and Foreign Liabilities Financial  Financial 

Balance Sheet Location Commodity (a) Commodity (a) Currency (a) Recognized Position (b) Position (c)  

  (in millions)

Current Risk Management Assets $  589 $  32 $  3 $  624 $  (433) $  191 

Long-term Risk Management Assets   528   5   1  534   (166)   368 

Total Assets   1,117   37   4  1,158   (599)   559 

Current Risk Management Liabilities   546   43   35  624   (469)   155 

Long-term Risk Management Liabilities   383   6   6  395   (181)   214 

Total Liabilities   929   49   41  1,019   (650)   369 

Total MTM Derivative Contract Net        

 Assets (Liabilities) $  188 $  (12) $  (37) $  139 $  51 $  190 

Fair Value of Derivative Instruments

December 31, 2011 

     Gross Amounts Gross Net Amounts of 

  Risk Management   of Risk  Amounts Assets/Liabilities 

  Contracts Hedging Contracts Management Offset in the Presented in the 

    Interest Rate Assets/ Statement of Statement of  

    and Foreign Liabilities Financial  Financial 

Balance Sheet Location Commodity (a) Commodity (a) Currency (a) Recognized Position (b) Position (c)  

  (in millions)

Current Risk Management Assets $  852 $  24 $  - $  876 $  (683) $  193 

Long-term Risk Management Assets   641   15   -  656   (253)   403 

Total Assets   1,493   39   -  1,532   (936)   596 

Current Risk Management Liabilities   847   29   20  896   (746)   150 

Long-term Risk Management Liabilities   483   15   22  520   (325)   195 

Total Liabilities   1,330   44   42  1,416   (1,071)   345 

Total MTM Derivative Contract Net        

 Assets (Liabilities) $  163 $  (5) $  (42) $  116 $  135 $  251 

 
(a) Derivative instruments within these categories are reported gross.  These instruments are subject to master netting agreements and 

are presented on the balance sheets on a net basis in accordance with the accounting guidance for "Derivatives and Hedging." 
(b) Amounts primarily include counterparty netting of risk management and hedging contracts and associated cash collateral in 

accordance with the accounting guidance for "Derivatives and Hedging."  Amounts also include de-designated risk management 
contracts.   

(c) There are no derivative contracts subject to a master netting arrangement or similar agreement which are not offset in the statement 
of financial position. 
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The table below presents our activity of derivative risk management contracts for the years ended December 31, 
2012, 2011 and 2010: 
 
 Amount of Gain (Loss) Recognized on 

 Risk Management Contracts

     

   Years Ended December 31,

 Location of Gain (Loss)  2012 2011 2010  

   (in millions)

 Utility Operations Revenues  $  21 $  46 $  85

 Other Revenues    39  20  9

 Regulatory Assets (a)    (43)  (22)  (9)

 Regulatory Liabilities (a)    8  (3)  38

 Total Gain (Loss) on Risk Management Contracts  $  25 $  41 $  123

 
(a)  Represents realized and unrealized gains and losses subject to regulatory accounting treatment 

recorded as either current or noncurrent on the balance sheets.  
 
Certain qualifying derivative instruments have been designated as normal purchase or normal sale contracts, as 
provided in the accounting guidance for “Derivatives and Hedging.”  Derivative contracts that have been designated 
as normal purchases or normal sales under that accounting guidance are not subject to MTM accounting treatment 
and are recognized on the statements of income on an accrual basis. 
 
Our accounting for the changes in the fair value of a derivative instrument depends on whether it qualifies for and 
has been designated as part of a hedging relationship and further, on the type of hedging relationship.  Depending on 
the exposure, we designate a hedging instrument as a fair value hedge or a cash flow hedge. 
 
For contracts that have not been designated as part of a hedging relationship, the accounting for changes in fair value 
depends on whether the derivative instrument is held for trading purposes.  Unrealized and realized gains and losses 
on derivative instruments held for trading purposes are included in revenues on a net basis on the statements of 
income.  Unrealized and realized gains and losses on derivative instruments not held for trading purposes are 
included in revenues or expenses on the statements of income depending on the relevant facts and circumstances.  
However, unrealized and some realized gains and losses in regulated jurisdictions for both trading and non-trading 
derivative instruments are recorded as regulatory assets (for losses) or regulatory liabilities (for gains) in accordance 
with the accounting guidance for “Regulated Operations.” 
 
Accounting for Fair Value Hedging Strategies 
 
For fair value hedges (i.e. hedging the exposure to changes in the fair value of an asset, liability or an identified 
portion thereof attributable to a particular risk), the gain or loss on the derivative instrument as well as the offsetting 
gain or loss on the hedged item associated with the hedged risk impacts Net Income during the period of change. 
 
We record realized and unrealized gains or losses on interest rate swaps that qualify for fair value hedge accounting 
treatment and any offsetting changes in the fair value of the debt being hedged in Interest Expense on the statements 
of income.  During 2012, the fair value changes for both our hedging instruments and hedged long-term debt were 
immaterial.  During 2011 and 2010, we recognized gains of $3 million and $6 million, respectively, on our hedging 
instruments and offsetting losses of $6 million and $6 million, respectively, on our long-term debt.  For 2012, 2011 
and 2010, hedge ineffectiveness was immaterial.   
 
Accounting for Cash Flow Hedging Strategies 
 
For cash flow hedges (i.e. hedging the exposure to variability in expected future cash flows attributable to a 
particular risk), we initially report the effective portion of the gain or loss on the derivative instrument as a 
component of Accumulated Other Comprehensive Income (Loss) on the balance sheets until the period the hedged 
item affects Net Income.  We recognize any hedge ineffectiveness in Net Income immediately during the period of 
change, except in regulated jurisdictions where hedge ineffectiveness is recorded as a regulatory asset (for losses) or 
a regulatory liability (for gains). 
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Realized gains and losses on derivative contracts for the purchase and sale of power, coal and natural gas designated 
as cash flow hedges are included in Revenues, Fuel and Other Consumables Used for Electric Generation or 
Purchased Electricity for Resale on the statements of income, or in Regulatory Assets or Regulatory Liabilities on 
the balance sheets, depending on the specific nature of the risk being hedged.  During 2012, 2011 and 2010, we 
designated power, coal and natural gas derivatives as cash flow hedges. 
 
We reclassify gains and losses on heating oil and gasoline derivative contracts designated as cash flow hedges from 
Accumulated Other Comprehensive Income (Loss) on the balance sheets into Other Operation expense, 
Maintenance expense or Depreciation and Amortization expense, as it relates to capital projects, on the statements of 
income.  During 2012, 2011 and 2010, we designated heating oil and gasoline derivatives as cash flow hedges.   
 
We reclassify gains and losses on interest rate derivative hedges related to our debt financings from Accumulated 
Other Comprehensive Income (Loss) on the balance sheets into Interest Expense on the statements of income in 
those periods in which hedged interest payments occur.  During 2012, 2011 and 2010, we designated interest rate 
derivatives as cash flow hedges.   
 
The accumulated gains or losses related to our foreign currency hedges are reclassified from Accumulated Other 
Comprehensive Income (Loss) on the balance sheets into Depreciation and Amortization expense on the statements 
of income over the depreciable lives of the fixed assets designated as the hedged items in qualifying foreign 
currency hedging relationships.  During 2012, 2011 and 2010, we designated foreign currency derivatives as cash 
flow hedges. 
 
During 2012, 2011 and 2010, hedge ineffectiveness was immaterial or nonexistent for all cash flow hedge strategies 
disclosed above. 
 
The following tables provide details on designated, effective cash flow hedges included in Accumulated Other 
Comprehensive Income (Loss) on the balance sheets and the reasons for changes in cash flow hedges for the years 
ended December 31, 2012, 2011 and 2010.  All amounts in the following tables are presented net of related income 
taxes. 
 
 Total Accumulated Other Comprehensive Income (Loss) Activity for Cash Flow Hedges

 Year Ended December 31, 2012

     

    Interest Rate  

    and Foreign   

     Commodity Currency Total 

     (in millions) 

 Balance in AOCI as of December 31, 2011  $  (3) $  (20) $  (23)

 Changes in Fair Value Recognized in AOCI    (15)   (14)   (29)

 Amount of (Gain) or Loss Reclassified from AOCI       

  to Statement of Income/within Balance Sheet:       

   Utility Operations Revenues    -    -   - 

   Other Revenues    (5)   -    (5)

   Purchased Electricity for Resale    13    -   13 

   Other Operation Expense    -   -    - 

   Maintenance Expense    -   -    - 

   Interest Expense    -   4    4 

   Property, Plant and Equipment    -   -    - 

   Regulatory Assets (a)    2    -   2 

   Regulatory Liabilities (a)    -    -   - 

 Balance in AOCI as of December 31, 2012  $  (8) $  (30) $  (38)
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 Total Accumulated Other Comprehensive Income (Loss) Activity for Cash Flow Hedges

 Year Ended December 31, 2011

     

    Interest Rate  

    and Foreign   

     Commodity Currency Total 

     (in millions) 

 Balance in AOCI as of December 31, 2010  $  7 $  4 $  11 

 Changes in Fair Value Recognized in AOCI    (5)   (28)   (33)

 Amount of (Gain) or Loss Reclassified from AOCI       

  to Statement of Income/within Balance Sheet:       

   Utility Operations Revenues    3    -   3 

   Other Revenues    (5)   -    (5)

   Purchased Electricity for Resale    (2)   -   (2)

   Other Operation Expense    (1)   -   (1)

   Maintenance Expense    (1)   -   (1)

   Interest Expense    -   4    4 

   Property, Plant and Equipment    (1)   -    (1)

   Regulatory Assets (a)    2    -   2 

   Regulatory Liabilities (a)    -    -   - 

 Balance in AOCI as of December 31, 2011  $  (3) $  (20) $  (23)

 Total Accumulated Other Comprehensive Income (Loss) Activity for Cash Flow Hedges

 Year Ended December 31, 2010

     

    Interest Rate  

    and Foreign   

     Commodity Currency Total 

     (in millions) 

 Balance in AOCI as of December 31, 2009  $  (2) $  (13) $  (15)

 Changes in Fair Value Recognized in AOCI    9   13   22 

 Amount of (Gain) or Loss Reclassified from AOCI       

  to Statement of Income/within Balance Sheet:       

   Utility Operations Revenues    -    -   - 

   Other Revenues    (7)   -    (7)

   Purchased Electricity for Resale    4    -   4 

   Other Operation Expense    -    -   - 

   Maintenance Expense    -    -   - 

   Interest Expense    -   4    4 

   Property, Plant and Equipment    -   -    - 

   Regulatory Assets (a)    3    -   3 

   Regulatory Liabilities (a)    -    -   - 

 Balance in AOCI as of December 31, 2010  $  7 $  4 $  11 

 
  (a)  Represents realized gains and losses subject to regulatory accounting treatment recorded as either current or 

noncurrent on the balance sheets.   
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Cash flow hedges included in Accumulated Other Comprehensive Income (Loss) on the balance sheets as of 
December 31, 2012 and 2011 were: 
 
 Impact of Cash Flow Hedges on the Balance Sheet

 December 31, 2012

     Interest Rate  

     and Foreign  

     Commodity Currency Total 

     (in millions) 

 Hedging Assets (a)  $  24 $  - $  24 
 Hedging Liabilities (a)    36   37   73 
 AOCI Gain (Loss) Net of Tax    (8)   (30)   (38)
 Portion Expected to be Reclassified to Net       
  Income During the Next Twelve Months    (8)   (4)   (12)

            

 Impact of Cash Flow Hedges on the Balance Sheet

 December 31, 2011

     Interest Rate  

     and Foreign  

     Commodity Currency Total 

     (in millions) 

 Hedging Assets (a)  $  20 $  - $  20 
 Hedging Liabilities (a)    25   42   67 
 AOCI Gain (Loss) Net of Tax    (3)   (20)   (23)
 Portion Expected to be Reclassified to Net       
  Income During the Next Twelve Months    (3)   (2)   (5)
 

(a) Hedging Assets and Hedging Liabilities are included in Risk Management Assets and Liabilities on 
the balance sheets. 

 
The actual amounts that we reclassify from Accumulated Other Comprehensive Income (Loss) to Net Income can 
differ from the estimate above due to market price changes.  As of December 31, 2012, the maximum length of time 
that we are hedging (with contracts subject to the accounting guidance for “Derivatives and Hedging”) our exposure 
to variability in future cash flows related to forecasted transactions is 33 months. 
 
Credit Risk 
 
We limit credit risk in our wholesale marketing and trading activities by assessing the creditworthiness of potential 
counterparties before entering into transactions with them and continuing to evaluate their creditworthiness on an 
ongoing basis.  We use Moody’s, Standard and Poor’s and current market-based qualitative and quantitative data as 
well as financial statements to assess the financial health of counterparties on an ongoing basis.   
 
We use standardized master agreements which may include collateral requirements.  These master agreements 
facilitate the netting of cash flows associated with a single counterparty.  Cash, letters of credit and parental/affiliate 
guarantees may be obtained as security from counterparties in order to mitigate credit risk.  The collateral 
agreements require a counterparty to post cash or letters of credit in the event an exposure exceeds our established 
threshold.  The threshold represents an unsecured credit limit which may be supported by a parental/affiliate 
guaranty, as determined in accordance with our credit policy.  In addition, collateral agreements allow for 
termination and liquidation of all positions in the event of a failure or inability to post collateral. 
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Collateral Triggering Events 

 
Under the tariffs of the RTOs and Independent System Operators (ISOs) and a limited number of derivative and 
non-derivative contracts primarily related to our competitive retail auction loads, we are obligated to post an 
additional amount of collateral if our credit ratings decline below investment grade.  The amount of collateral 
required fluctuates based on market prices and our total exposure.  On an ongoing basis, our risk management 
organization assesses the appropriateness of these collateral triggering items in contracts.  AEP and its subsidiaries 
have not experienced a downgrade below investment grade.  The following table represents: (a) our fair value of 
such derivative contracts, (b) the amount of collateral we would have been required to post for all derivative and 
non-derivative contracts if our credit ratings had declined below investment grade and (c) how much was 
attributable to RTO and ISO activities as of December 31, 2012 and 2011: 
 
    December 31,

    2012 2011 

    (in millions)

 Liabilities for Derivative Contracts with Credit Downgrade Triggers  $  7 $  32 

 Amount of Collateral AEP Subsidiaries Would Have Been     

  Required to Post    32  39 

 Amount Attributable to RTO and ISO Activities    31  38 
 

In addition, a majority of our non-exchange traded commodity contracts contain cross-default provisions that, if 
triggered, would permit the counterparty to declare a default and require settlement of the outstanding payable.  
These cross-default provisions could be triggered if there was a non-performance event by Parent or the obligor 
under outstanding debt or a third party obligation in excess of $50 million.  On an ongoing basis, our risk 
management organization assesses the appropriateness of these cross-default provisions in our contracts.  The 
following table represents: (a) the fair value of these derivative liabilities subject to cross-default provisions prior to 
consideration of contractual netting arrangements, (b) the amount this exposure has been reduced by cash collateral 
we have posted and (c) if a cross-default provision would have been triggered, the settlement amount that would be 
required after considering our contractual netting arrangements as of December 31, 2012 and 2011: 
 
   December 31,

   2012 2011 

   (in millions)

 Liabilities for Contracts with Cross Default Provisions Prior to Contractual       

    Netting Arrangements  $  469 $  515 

 Amount of Cash Collateral Posted    8  56 

 Additional Settlement Liability if Cross Default Provision is Triggered    328  291 

 
10.  FAIR VALUE MEASUREMENTS 
 

Fair Value Measurements of Long-term Debt 
 
The fair values of Long-term Debt are based on quoted market prices, without credit enhancements, for the same or 
similar issues and the current interest rates offered for instruments with similar maturities classified as Level 2 
measurement inputs.  These instruments are not marked-to-market.  The estimates presented are not necessarily 
indicative of the amounts that we could realize in a current market exchange. 
 
The book values and fair values of Long-term Debt as of December 31, 2012 and 2011 are summarized in the 
following table: 
 
   December 31, 

   2012   2011  

   Book Value  Fair Value  Book Value  Fair Value 

   (in millions)

 Long-term Debt  $  17,757  $  20,907  $  16,516  $  19,259
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Fair Value Measurements of Other Temporary Investments 
 
Other Temporary Investments include funds held by trustees primarily for the payment of securitization bonds, 
marketable securities that we intend to hold for less than one year and investments by our protected cell of EIS.  See 
“Other Temporary Investments” section of Note 1. 
 
The following is a summary of Other Temporary Investments: 
 
   December 31, 2012  

     Gross Gross Estimated

      Unrealized Unrealized  Fair

 Other Temporary Investments Cost Gains Losses Value

    (in millions)  

 Restricted Cash (a) $  241 $  - $  - $  241 
 Fixed Income Securities:   
  Mutual Funds   65  2  -  67 

 Equity Securities - Mutual Funds   10  6  -  16 

 Total Other Temporary Investments $  316 $  8 $  - $  324 

    December 31, 2011

     Gross Gross Estimated

      Unrealized Unrealized  Fair

 Other Temporary Investments Cost Gains Losses Value

    (in millions)

 Restricted Cash (a) $  216 $  - $  - $  216 
 Fixed Income Securities:  
  Mutual Funds   64  -  -  64 
 Equity Securities - Mutual Funds   11  3  -  14 

 Total Other Temporary Investments $  291 $  3 $  - $  294 

 (a) Primarily represents amounts held for the payment of debt. 
 
The following table provides the activity for our debt and equity securities within Other Temporary Investments for 
the years ended December 31, 2012, 2011 and 2010: 
 
  Years Ended December 31,

  2012  2011  2010 

  (in millions)

 Proceeds from Investment Sales $  -  $  268  $  455

 Purchases of Investments   2    154    503

 Gross Realized Gains on Investment Sales   -    4    16

 Gross Realized Losses on Investment Sales   -    -    -

 
As of December 31, 2012 and 2011, we had no Other Temporary Investments with an unrealized loss position.  As 
of December 31, 2012, fixed income securities are primarily debt based mutual funds with short and intermediate 
maturities.  Mutual funds may be sold and do not contain maturity dates. 
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The following table provides details of Other Temporary Investments included in Accumulated Other 
Comprehensive Income (Loss) on the balance sheets and the reasons for changes for the years ended December 31, 
2012 and 2011.  All amounts in the following table are presented net of related income taxes. 
 
 Total Accumulated Other Comprehensive Income (Loss) Activity for Other Temporary Investments

 Years Ended December 31, 2012 and 2011

   

     (in millions) 

 Balance in AOCI as of December 31, 2010  $  4

 Changes in Fair Value Recognized in AOCI    1

 Amount of (Gain) or Loss Reclassified from AOCI to Statement of Income:   

   Interest Income    (3)

 Balance in AOCI as of December 31, 2011    2

 Changes in Fair Value Recognized in AOCI    2

 Balance in AOCI as of December 31, 2012  $  4

 
Fair Value Measurements of Trust Assets for Decommissioning and SNF Disposal 
 
I&M records securities held in trust funds for decommissioning nuclear facilities and for the disposal of SNF at fair 
value.  See “Nuclear Trust Funds” section of Note 1. 
 
The following is a summary of nuclear trust fund investments as of December 31, 2012 and December 31, 2011: 
 
     December 31,

     2012  2011 

    

 

Estimated

 

Gross

 

Other-Than- 

 

Estimated

 

Gross

 

Other-Than- 

    Fair Unrealized Temporary Fair Unrealized Temporary 

    Value Gains Impairments Value Gains Impairments

     (in millions)

 Cash and Cash Equivalents  $  17  $  -  $  -  $  18  $  -  $  -
 Fixed Income Securities:             
  United States Government    648    58    (1)   544    61    (1)
  Corporate Debt    35    5    (1)   54    5    (2)
  State and Local Government    270    1    (1)   330    -    (2)

   Subtotal Fixed Income Securities    953    64    (3)   928    66    (5)
 Equity Securities - Domestic    736    285    (77)   646    215    (80)

 Spent Nuclear Fuel and             
  Decommissioning Trusts  $  1,706  $  349  $  (80) $  1,592  $  281  $  (85)

 
The following table provides the securities activity within the decommissioning and SNF trusts for the years ended 
December 31, 2012, 2011 and 2010: 
 
  Years Ended December 31,

  2012  2011  2010 

  (in millions)

 Proceeds from Investment Sales $  988  $  1,111  $  1,362 

 Purchases of Investments   1,045    1,167    1,415 

 Gross Realized Gains on Investment Sales   25    33    12 

 Gross Realized Losses on Investment Sales   9    22    2 

 
The adjusted cost of debt securities was $889 million and $862 million as of December 31, 2012 and 2011, 
respectively.  The adjusted cost of equity securities was $451 million and $431 million as of December 31, 2012 and 
2011, respectively. 
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The fair value of debt securities held in the nuclear trust funds, summarized by contractual maturities, as of 
December 31, 2012 was as follows:  
 
  Fair Value  

  of Debt  

  Securities  

  (in millions)  

 Within 1 year $  81  
 1 year – 5 years   373  
 5 years – 10 years   266  
 After 10 years   233  

 Total $  953  
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Fair Value Measurements of Financial Assets and Liabilities 

 

For a discussion of fair value accounting and the classification of assets and liabilities within the fair value 
hierarchy, see the “Fair Value Measurements of Assets and Liabilities” section of Note 1. 
 
The following tables set forth, by level within the fair value hierarchy, our financial assets and liabilities that were 
accounted for at fair value on a recurring basis as of December 31, 2012 and 2011.  As required by the accounting 
guidance for “Fair Value Measurements and Disclosures,” financial assets and liabilities are classified in their 
entirety based on the lowest level of input that is significant to the fair value measurement.  Our assessment of the 
significance of a particular input to the fair value measurement requires judgment and may affect the valuation of 
fair value assets and liabilities and their placement within the fair value hierarchy levels.  There have not been any 
significant changes in our valuation techniques. 
 

Assets and Liabilities Measured at Fair Value on a Recurring Basis

December 31, 2012

            

   Level 1  Level 2  Level 3  Other  Total

Assets: (in millions) 

     

Cash and Cash Equivalents (a) $  6 $  1 $  - $  272  $  279

       

Other Temporary Investments               

Restricted Cash (a)   227   5   -   9    241

Fixed Income Securities:       

 Mutual Funds   67   -   -   -    67

Equity Securities - Mutual Funds (b)   16   -   -   -    16

Total Other Temporary Investments   310   5   -   9    324

       

Risk Management Assets       

Risk Management Commodity Contracts (c) (d)   47   938   131   (599)   517

Cash Flow Hedges:       

 Commodity Hedges (c)   8   28   -   (12)   24

Fair Value Hedges   -   2   -   2    4

De-designated Risk Management Contracts (e)   -   -   -   14    14

Total Risk Management Assets   55   968   131   (595)   559

       

Spent Nuclear Fuel and Decommissioning Trusts       

Cash and Cash Equivalents (f)   7   -   -   10    17

Fixed Income Securities:       

 United States Government   -   648   -   -    648

 Corporate Debt   -   35   -   -    35

 State and Local Government   -   270   -   -    270

  Subtotal Fixed Income Securities   -  953  -  -    953

Equity Securities - Domestic (b)   736   -   -   -    736

Total Spent Nuclear Fuel and Decommissioning Trusts   743   953   -   10    1,706

       

Total Assets $  1,114 $  1,927 $  131 $  (304) $  2,868

Liabilities:      

       

Risk Management Liabilities      

Risk Management Commodity Contracts (c) (d) $  45  $  838 $  45 $  (636) $  292

Cash Flow Hedges:        

 Commodity Hedges (c)   -    48   -   (12)   36

 Interest Rate/Foreign Currency Hedges   -   37   -   -    37

Fair Value Hedges   -    2   -   2    4

Total Risk Management Liabilities $  45 $  925 $  45 $  (646) $  369
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Assets and Liabilities Measured at Fair Value on a Recurring Basis

December 31, 2011 

            

   Level 1  Level 2  Level 3  Other  Total

Assets: (in millions) 

     
Cash and Cash Equivalents (a) $  6 $  - $  - $  215  $  221

         

Other Temporary Investments               

Restricted Cash (a)   191   -   -   25    216
Fixed Income Securities:       
 Mutual Funds   64   -   -   -    64
Equity Securities - Mutual Funds (b)   14   -   -   -    14

Total Other Temporary Investments   269   -   -   25    294

         

Risk Management Assets       

Risk Management Commodity Contracts (c) (g)   47   1,299   147   (945)   548
Cash Flow Hedges:       
 Commodity Hedges (c)   15   23   -   (18)   20
De-designated Risk Management Contracts (e)   -   -   -   28    28

Total Risk Management Assets   62   1,322   147   (935)   596

         

Spent Nuclear Fuel and Decommissioning Trusts       

Cash and Cash Equivalents (f)   -   5   -   13    18
Fixed Income Securities:       
 United States Government   -   544   -   -    544
 Corporate Debt   -   54   -   -    54
 State and Local Government   -   330   -   -    330

  Subtotal Fixed Income Securities   -   928   -   -    928
Equity Securities - Domestic (b)   646   -   -   -    646

Total Spent Nuclear Fuel and Decommissioning Trusts   646   933   -   13    1,592

         

Total Assets $  983 $  2,255 $  147 $  (682) $  2,703

       
Liabilities:      

       
Risk Management Liabilities      

Risk Management Commodity Contracts (c) (g) $  43  $  1,209 $  78 $  (1,052) $  278
Cash Flow Hedges:        
 Commodity Hedges (c)   -    43   -   (18)   25
 Interest Rate/Foreign Currency Hedges   -    42   -   -    42

Total Risk Management Liabilities $  43 $  1,294 $  78 $  (1,070) $  345

 
(a) Amounts in "Other" column primarily represent cash deposits in bank accounts with financial institutions or with third parties.  Level 1 

and Level 2 amounts primarily represent investments in money market funds. 
(b) Amounts represent publicly traded equity securities and equity-based mutual funds. 
(c) Amounts in "Other" column primarily represent counterparty netting of risk management and hedging contracts and associated cash 

collateral under the accounting guidance for "Derivatives and Hedging." 
(d) The December 31, 2012 maturity of the net fair value of risk management contracts prior to cash collateral, assets/(liabilities), is as 

follows:  Level 1 matures $9 million in 2013, $(3) million in periods 2014-2016 and ($4) million in periods 2017-2018;  Level 2 
matures $16 million in 2013, $61 million in periods 2014-2016, $16 million in periods 2017-2018 and $7 million in periods 2019-2030;  
Level 3 matures $18 million in 2013, $31 million in periods 2014-2016, $13 million in periods 2017-2018 and $24 million in periods 
2019-2030.  Risk management commodity contracts are substantially comprised of power contracts. 

(e) Represents contracts that were originally MTM but were subsequently elected as normal under the accounting guidance for 
"Derivatives and Hedging."  At the time of the normal election, the MTM value was frozen and no longer fair valued.  This MTM value 
will be amortized into revenues over the remaining life of the contracts. 

(f) Amounts in "Other" column primarily represent accrued interest receivables from financial institutions.  Level 2 amounts primarily 
represent investments in money market funds. 

(g) The December 31, 2011 maturity of the net fair value of risk management contracts prior to cash collateral, assets/(liabilities), is as 
follows:  Level 1 matures $3 million in 2012, $7 million in periods 2013-2015 and ($6) million in periods 2016-2018;  Level 2 matures 
$21 million in 2012, $50 million in periods 2013-2015, $11 million in periods 2016-2017 and $8 million in periods 2018-2030;  Level 3 
matures ($19) million in 2012, $44 million in periods 2013-2015, $18 million in periods 2016-2017 and $26 million in periods 2018-
2030.  Risk management commodity contracts are substantially comprised of power contracts.  

 

There have been no transfers between Level 1 and Level 2 during the years ended December 31, 2012, 2011 and 
2010. 
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The following tables set forth a reconciliation of changes in the fair value of net trading derivatives and other 
investments classified as Level 3 in the fair value hierarchy: 
 
   Net Risk Management

Year Ended December 31, 2012  Assets (Liabilities) 

   (in millions)

Balance as of December 31, 2011  $  69 

Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)    (15)

Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)   

 Relating to Assets Still Held at the Reporting Date (a)    29 

Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income    - 

Purchases, Issuances and Settlements (c)    32 

Transfers into Level 3 (d) (e)    1 

Transfers out of Level 3 (e) (f)    (35)

Changes in Fair Value Allocated to Regulated Jurisdictions (g)    5 

Balance as of December 31, 2012  $  86 

   Net Risk Management

Year Ended December 31, 2011  Assets (Liabilities) 

   (in millions)

Balance as of December 31, 2010  $  85 

Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)    (10)

Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)   

 Relating to Assets Still Held at the Reporting Date (a)    9 

Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income    - 

Purchases, Issuances and Settlements (c)    (3)

Transfers into Level 3 (d) (e)    13 

Transfers out of Level 3 (e) (f)    (12)

Changes in Fair Value Allocated to Regulated Jurisdictions (g)    (13)

Balance as of December 31, 2011  $  69 

   Net Risk Management

Year Ended December 31, 2010  Assets (Liabilities) 

   (in millions)

Balance as of December 31, 2009  $  62 

Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)    5 

Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)   

 Relating to Assets Still Held at the Reporting Date (a)    63 

Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income    - 

Purchases, Issuances and Settlements (c)    (25)

Transfers into Level 3 (d) (e)    18 

Transfers out of Level 3 (e) (f)    (53)

Changes in Fair Value Allocated to Regulated Jurisdictions (g)    15 

Balance as of December 31, 2010  $  85 

 
(a) Included in revenues on the statements of income. 
(b) Represents the change in fair value between the beginning of the reporting period and the settlement of the risk 

management commodity contract. 
(c) Represents the settlement of risk management commodity contracts for the reporting period. 
(d) Represents existing assets or liabilities that were previously categorized as Level 2. 
(e) Transfers are recognized based on their value at the beginning of the reporting period that the transfer occurred. 
(f) Represents existing assets or liabilities that were previously categorized as Level 3.  
(g) Relates to the net gains (losses) of those contracts that are not reflected on the statements of income.  These net gains 

(losses) are recorded as regulatory liabilities/assets.  
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The following table quantifies the significant unobservable inputs used in developing the fair value of our Level 3 
positions as of December 31, 2012: 
  

  Fair Value Valuation Significant Input/Range 

  Assets Liabilities Technique Unobservable Input Low High 

  (in millions)     

Energy Contracts  $  124  $  38 Discounted Cash Flow  Forward Market Price (a) $  9.40 $  111.97 

       Counterparty Credit Risk (b) 397  

FTRs   7    7 Discounted Cash Flow Forward Market Price (a)  (3.21)   14.79 

Total  $ 131  $ 45           

 
(a)   Represents market prices in dollars per MWh. 
(b)   Represents average price of credit default swaps used to calculate counterparty credit risk, reported in basis points.  

 
11.  INCOME TAXES 
 
The details of our consolidated income taxes before extraordinary item as reported are as follows:   
 
     Years Ended December 31,

    2012   2011 2010  

     (in millions) 

 Federal:          

   Current  $  (52) $  20 $  (134)

   Deferred    698   786   760

 Total Federal    646   806   626

 State and Local:         

   Current    35   37   (20)

   Deferred    (77)   (25)   38

 Total State and Local    (42)   12   18

 International:     

   Current    -   -   (1)

   Deferred    -   -   -

 Total International    -   -   (1)

 Income Tax Expense  $  604 $  818 $  643
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The following is a reconciliation of our consolidated difference between the amount of federal income taxes 
computed by multiplying book income before income taxes by the federal statutory tax rate and the amount of 
income taxes reported: 
 

 Years Ended December 31, 

 2012   2011 2010  

 (in millions) 

Net Income $  1,262 $  1,949 $  1,218 

Extraordinary Item, Net of Tax of $(112) million in 2011   -   (373)   - 

Income Before Extraordinary Item   1,262    1,576    1,218 

Income Tax Expense   604   818   643 

Pretax Income $  1,866 $  2,394 $  1,861 

Income Taxes on Pretax Income at Statutory Rate (35%) $  653 $  838 $  651 

Increase (Decrease) in Income Taxes resulting from the following items:    

  Depreciation   39   41   47 

  Investment Tax Credits, Net   (14)   (15)   (16)

  Energy Production Credits   -   (18)   (20)

  State and Local Income Taxes, Net   (33)   (22)   11 

  Removal Costs   (18)   (20)   (19)

  AFUDC   (39)   (42)   (33)

  Medicare Subsidy   3    1    12 

  Valuation Allowance   6    86    - 

  Tax Reserve Adjustments   17    2    (16)

  Other   (10)   (33)   26 

Income Tax Expense $  604 $  818 $  643 

Effective Income Tax Rate   32.4 %   34.2 %   34.6 %

 
The following table shows elements of the net deferred tax liability and significant temporary differences: 
 
   December 31,

  2012   2011 

   (in millions) 

 Deferred Tax Assets  $  2,900 $  2,855 

 Deferred Tax Liabilities    (12,098)   (11,185)

 Net Deferred Tax Liabilities  $  (9,198) $  (8,330)

 Property Related Temporary Differences  $  (6,752) $  (5,963)

 Amounts Due from Customers for Future Federal Income Taxes    (289)   (259)

 Deferred State Income Taxes    (683)   (668)

 Securitized Transition Assets    (780)   (621)

 Regulatory Assets    (781)   (1,208)

 Postretirement Benefits    266   424 

 Accrued Pensions    104   149 

 Deferred Income Taxes on Other Comprehensive Loss    184   254 

 Accrued Nuclear Decommissioning    (475)   (436)

 Net Operating Loss Carryforward    194   125 

 Tax Credit Carryforward    104   182 

 Valuation Allowance    (92)   (86)

 All Other, Net    (198)   (223)

 Net Deferred Tax Liabilities  $  (9,198) $  (8,330)
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AEP System Tax Allocation Agreement 
 

We, along with our subsidiaries, file a consolidated federal income tax return.  The allocation of the AEP System’s 
current consolidated federal income tax to the AEP System companies allocates the benefit of current tax losses to 
the AEP System companies giving rise to such losses in determining their current tax expense.  The tax benefit of 
the Parent is allocated to our subsidiaries with taxable income.  With the exception of the loss of the Parent, the 
method of allocation reflects a separate return result for each company in the consolidated group. 
 

Federal and State Income Tax Audit Status 
 

We are no longer subject to U.S. federal examination for years before 2009.  We completed the examination of the 
years 2007 and 2008 in April 2011 and settled all outstanding issues on appeal for the years 2001 through 2006 in 
October 2011.  The settlements did not materially impact net income, cash flows or financial condition.  The IRS 
examination of years 2009 and 2010 started in October 2011.  Although the outcome of tax audits is uncertain, in 
management’s opinion, adequate provisions for federal income taxes have been made for potential liabilities 
resulting from such matters.  In addition, we accrue interest on these uncertain tax positions.  We are not aware of 
any issues for open tax years that upon final resolution are expected to materially impact net income. 
 

We, along with our subsidiaries, file income tax returns in various state, local and foreign jurisdictions.  These 
taxing authorities routinely examine our tax returns and we are currently under examination in several state and 
local jurisdictions.  We believe that we have filed tax returns with positions that may be challenged by these tax 
authorities.  We believe that adequate provisions for income taxes have been made for potential liabilities resulting 
from such challenges and the ultimate resolution of these audits will not materially impact net income.  With few 
exceptions, we are no longer subject to state, local or non-U.S. income tax examinations by tax authorities for years 
before 2008.  In March 2012, we settled all outstanding franchise tax issues with the state of Ohio for the years 2000 
through 2009.  The settlements did not materially impact net income, cash flows or financial condition. 
 

Net Income Tax Operating Loss Carryforward 
 

In 2012 and 2011, we recognized federal net income tax operating losses of $366 million and $226 million, 
respectively, driven primarily by bonus depreciation, pension plan contributions and other book-versus-tax 
temporary differences.  We also had state net income tax operating loss carryforwards as indicated in the table 
below. 
 

   State Net Income   

   Tax Operating   

   Loss  Year of 

 State  Carryforward  Expiration

   (in millions)   

 Louisiana  $  314 2027 
 Oklahoma    137  2031 
 Tennessee    13  2026 
 Virginia    329 2031 
 West Virginia    897 2032 
 

As a result, we accrued deferred federal, state and local income tax benefits in 2012 and 2011.  We expect to realize 
the federal, state and local cash flow benefits in future periods as there was insufficient capacity in prior periods to 
carry the net operating losses back.  We anticipate future taxable income will be sufficient to realize the net income 
tax operating loss tax benefits before the federal carryforward expires after 2032. 
 

Tax Credit Carryforward 
 

Federal and state net income tax operating losses sustained in 2012, 2011 and 2009, along with lower federal and 
state taxable income in 2010, resulted in unused federal and state income tax credits.  As of December 31, 2012, we 
have total federal tax credit carryforwards of $104 million and total state tax credit carryforwards of $82 million, not 
all of which are subject to an expiration date.  If these credits are not utilized, the federal general business tax credits 
of $70 million will expire in the years 2028 through 2031 and the state coal tax credits of $29 million will expire in 
the years 2013 through 2021. 
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We anticipate future federal taxable income will be sufficient to realize the tax benefits of the federal tax credits 
before they expire unused.  We do not anticipate state taxable income will be sufficient in future periods to realize 
the tax benefits of all state income tax credits before they expire and we have provided a valuation allowance 
accordingly. 
 

Valuation Allowance 
 

We assess past results and future operations to estimate and evaluate available positive and negative evidence to 
evaluate whether sufficient future taxable income will be generated to use existing deferred tax assets.  A significant 
piece of objective negative information evaluated was the net income tax operating losses sustained in 2012, 2011 
and 2009.  On the basis of this evaluation of available positive and negative evidence, as of December 31, 2012, a 
valuation allowance of $36 million for state tax credits, net of federal tax, and $56 million for an unrealized capital 
loss has been recorded in order to measure only the portion of the deferred tax assets that, more likely than not, will 
be realized.  The amount of the deferred tax assets considered realizable, however, could be adjusted if estimates of 
future taxable income during the carryforward period are materially impacted or if objective negative evidence in 
the form of cumulative losses is no longer present and additional weight may be given to subjective evidence, such 
as our projections for growth. 
 

For a discussion of the tax implications of the unrealized capital loss resulting from our settlement with BOA and 
Enron, see “Enron Bankruptcy” section of Note 6. 
 

Uncertain Tax Positions 
 

We recognize interest accruals related to uncertain tax positions in interest income or expense, as applicable, and 
penalties in Other Operation expense in accordance with the accounting guidance for “Income Taxes.” 
 

The following table shows amounts reported for interest expense, interest income and reversal of prior period 
interest expense: 
 

  Years Ended December 31,

  2012  2011 2010  

  (in millions)

 Interest Expense $  11 $ 8 $  8 
 Interest Income   -   22    11 
 Reversal of Prior Period Interest Expense   1  13   5 
 

The following table shows balances for amounts accrued for the receipt of interest and the payment of interest and 
penalties: 
 

  December 31,

  2012  2011 

  (in millions)

 Accrual for Receipt of Interest $  - $  13 
 Accrual for Payment of Interest and Penalties   7    6 
 

The reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows: 
 

  2012   2011 2010  

   (in millions) 

 Balance as of January 1,  $  168 $  219 $  237 
 Increase - Tax Positions Taken During a Prior Period    23   51   40 
 Decrease - Tax Positions Taken During a Prior Period    (16)   (43)   (43)
 Increase - Tax Positions Taken During the Current Year    121   10   - 
 Decrease - Tax Positions Taken During the Current Year    -    -    (6)
 Decrease - Settlements with Taxing Authorities    (25)   (31)   (2)
 Decrease - Lapse of the Applicable Statute of Limitations    (4)   (38)   (7)

 Balance as of December 31,  $  267 $  168 $  219 

 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1052 of 1829



120 

The total amount of unrecognized tax benefits that, if recognized, would affect the effective tax rate is $149 million, 
$111 million and $112 million for 2012, 2011 and 2010, respectively.  We believe there will be no significant net 
increase or decrease in unrecognized tax benefits within 12 months of the reporting date. 
 
Federal Tax Legislation 
 
The American Recovery and Reinvestment Tax Act of 2009 provided for several new grant programs and expanded 
tax credits and an extension of the 50% bonus depreciation provision enacted in the Economic Stimulus Act of 2008.  
The enacted provisions did not materially impact net income or financial condition.  However, the bonus 
depreciation contributed to the 2009 federal net operating tax loss that resulted in a 2010 cash flow benefit of $419 
million. 
 
The Patient Protection and Affordable Care Act and the related Health Care and Education Reconciliation Act 
(Health Care Acts) were enacted in March 2010.  The Health Care Acts amend tax rules so that the portion of 
employer health care costs that are reimbursed by the Medicare Part D prescription drug subsidy will no longer be 
deductible by the employer for federal income tax purposes effective for years beginning after December 31, 2012.  
Due to the loss of the future tax deduction, a reduction in the deferred tax asset related to the nondeductible OPEB 
liabilities accrued to date was recorded in March 2010.  This reduction did not materially impact cash flows or 
financial condition.  For the year ended December 31, 2010, deferred tax assets decreased $56 million, partially 
offset by recording net tax regulatory assets of $35 million in our jurisdictions with regulated operations, resulting in 
a decrease in net income of $21 million. 
 
The Small Business Jobs Act (the 2010 Act) was enacted in September 2010.  Included in the 2010 Act was a one-
year extension of the 50% bonus depreciation provision.  The Tax Relief, Unemployment Insurance Reauthorization 
and the Job Creation Act of 2010 extended the life of research and development, employment and several energy tax 
credits originally scheduled to expire at the end of 2010.  In addition, the 2010 Act extended the time for claiming 
bonus depreciation and increased the deduction to 100% for part of 2011 and 2010.  The enacted provisions will not 
materially impact net income or financial condition but had a favorable impact on cash flows of $318 million in 
2010. 
 
In December 2011, the U.S. Treasury Department issued guidance regarding the deduction and capitalization of 
expenditures related to tangible property.  The guidance was in the form of proposed and temporary regulations and 
generally is effective for tax years beginning in 2012.  In November 2012, the effective date was moved to tax years 
beginning in 2014.  Further, the notice stated that the U.S. Treasury Department anticipates that the final regulations 
will contain changes from the temporary regulations.  We will evaluate the impact of these regulations once they are 
issued. 
 
The American Taxpayer Relief Act of 2012 (the 2012 Act) was enacted in January 2013.  Included in the 2012 Act 
was a one-year extension of the 50% bonus depreciation.  The 2012 Act also retroactively extended the life of 
research and development, employment and several energy tax credits, which expired at the end of 2011.  The 
enacted provisions will not materially impact net income or financial condition but are expected to have a favorable 
impact on cash flows in 2013. 
 
State Tax Legislation 
 
Legislation was passed by the state of Indiana in May 2011 enacting a phased reduction in corporate income tax 
rates from 8.5% to 6.5%.  The 8.5% Indiana corporate income tax rate will be reduced 0.5% each year beginning 
after June 30, 2012 with the final reduction occurring in years beginning after June 30, 2015.   
 
In May 2011, Michigan repealed its Business Tax regime and replaced it with a traditional corporate net income tax 
with a rate of 6%, effective January 1, 2012.   
 
During the third quarter of 2012, the state of West Virginia achieved certain minimum levels of shortfall reserve 
funds.  As a result, the West Virginia corporate income tax rate will be reduced from 7.75% to 7.0% in 2013.  The 
enacted provisions will not materially impact net income, cash flows or financial condition. 
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12.  LEASES 
 
Leases of property, plant and equipment are for periods up to 60 years and require payments of related property 
taxes, maintenance and operating costs.  The majority of the leases have purchase or renewal options and will be 
renewed or replaced by other leases. 
 
Lease rentals for both operating and capital leases are generally charged to Other Operation and Maintenance 
expense in accordance with rate-making treatment for regulated operations.  Additionally, for regulated operations 
with capital leases, a capital lease asset and offsetting liability are recorded at the present value of the remaining 
lease payments for each reporting period.  Capital leases for nonregulated property are accounted for as if the assets 
were owned and financed.  The components of rental costs are as follows: 
 

  Years Ended December 31,

Lease Rental Costs  2012   2011 2010  

  (in millions) 

Net Lease Expense on Operating Leases  $  346 $  343 $  343 

Amortization of Capital Leases    73   72   97 

Interest on Capital Leases    29   32   26 

Total Lease Rental Costs  $  448 $  447 $  466 

 
The following table shows the property, plant and equipment under capital leases and related obligations recorded 
on the balance sheets.  Capital lease obligations are included in Other Current Liabilities and Deferred Credits and 
Other Noncurrent Liabilities on the balance sheets. 
 
   December 31,

 Property, Plant and Equipment Under Capital Leases  2012   2011 

   (in millions) 

 Generation  $  117 $  104 

 Other Property, Plant and Equipment    495   485 

 Total Property, Plant and Equipment Under Capital Leases    612   589 

 Accumulated Amortization    173   137 

 Net Property, Plant and Equipment Under Capital Leases  $  439 $  452 

 Obligations Under Capital Leases    

 Noncurrent Liability  $  375 $  384 

 Liability Due Within One Year    74   74 

 Total Obligations Under Capital Leases  $  449 $  458 

 
Future minimum lease payments consisted of the following as of December 31, 2012: 
 
     Noncancelable 

 Future Minimum Lease Payments  Capital Leases  Operating Leases 

   (in millions) 

 2013   $  95  $  302 

 2014     79    275 

 2015     65    257 

 2016     59    233 

 2017     63    219 

 Later Years    244    1,034 

 Total Future Minimum Lease Payments    605  $  2,320 

 Less Estimated Interest Element    156    

 Estimated Present Value of Future Minimum      

  Lease Payments  $  449    
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Master Lease Agreements 
 
We lease certain equipment under master lease agreements.  Under the lease agreements, the lessor is guaranteed a 
residual value up to a stated percentage of either the unamortized balance or the equipment cost at the end of the 
lease term.  If the actual fair value of the leased equipment is below the guaranteed residual value at the end of the 
lease term, we are committed to pay the difference between the actual fair value and the residual value guarantee.  
Historically, at the end of the lease term the fair value has been in excess of the unamortized balance.  As of 
December 31, 2012, the maximum potential loss for these lease agreements was approximately $19 million 
assuming the fair value of the equipment is zero at the end of the lease term.  Obligations under these master lease 
agreements are included in the future minimum lease payments schedule earlier in this note. 
 
Rockport Lease 
 
AEGCo and I&M entered into a sale-and-leaseback transaction in 1989 with Wilmington Trust Company (Owner 
Trustee), an unrelated, unconsolidated trustee for Rockport Plant Unit 2 (the Plant).  The Owner Trustee was 
capitalized with equity from six owner participants with no relationship to AEP or any of its subsidiaries and debt 
from a syndicate of banks and securities in a private placement to certain institutional investors. 
 
The gain from the sale was deferred and is being amortized over the term of the lease, which expires in 2022.  The 
Owner Trustee owns the Plant and leases it equally to AEGCo and I&M.  The lease is accounted for as an operating 
lease with the payment obligations included in the future minimum lease payments schedule earlier in this note.  The 
lease term is for 33 years with potential renewal options.  At the end of the lease term, AEGCo and I&M have the 
option to renew the lease or the Owner Trustee can sell the Plant.  AEP, AEGCo and I&M have no ownership 
interest in the Owner Trustee and do not guarantee its debt.  The future minimum lease payments for this sale-and-
leaseback transaction as of December 31, 2012 are as follows: 
 
 Future Minimum Lease Payments  AEGCo  I&M 

   (in millions) 

 2013   $  74  $  74 

 2014     74    74 

 2015     74    74 

 2016     74    74 

 2017     74    74 

 Later Years    369    369 

 Total Future Minimum Lease Payments  $  739  $  739 

 
Railcar Lease 
 
In June 2003, AEP Transportation LLC (AEP Transportation), a subsidiary of AEP, entered into an agreement with 
BTM Capital Corporation, as lessor, to lease 875 coal-transporting aluminum railcars.  The lease is accounted for as 
an operating lease.  In January 2008, AEP Transportation assigned the remaining 848 railcars under the original 
lease agreement to I&M (390 railcars) and SWEPCo (458 railcars).  The assignment is accounted for as operating 
leases for I&M and SWEPCo.  The initial lease term was five years with three consecutive five-year renewal periods 
for a maximum lease term of twenty years.  I&M and SWEPCo intend to renew these leases for the full lease term of 
twenty years via the renewal options.  The future minimum lease obligations are $14 million for I&M and $15 
million for SWEPCo for the remaining railcars as of December 31, 2012.  These obligations are included in the 
future minimum lease payments schedule earlier in this note. 
 
Under the lease agreement, the lessor is guaranteed that the sale proceeds under a return-and-sale option will equal 
at least a lessee obligation amount specified in the lease, which declines from approximately 84% under the current 
five-year lease term to 77% at the end of the 20-year term of the projected fair value of the equipment.  I&M and 
SWEPCo have assumed the guarantee under the return-and-sale option.  I&M’s maximum potential loss related to 
the guarantee is approximately $12 million and SWEPCo’s is approximately $13 million assuming the fair value of 
the equipment is zero at the end of the current five-year lease term.  However, we believe that the fair value would 
produce a sufficient sales price to avoid any loss. 
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Sabine Dragline Lease 
 
During 2009, Sabine, an entity consolidated in accordance with the accounting guidance for “Variable Interest 
Entities,” entered into capital lease arrangements with a nonaffiliated company to finance the purchase of two 
electric draglines to be used for Sabine’s mining operations totaling $47 million.  The amounts included in the lease 
represented the aggregate fair value of the existing equipment and a sale-and-leaseback transaction for additional 
dragline rebuild costs required to keep the dragline operational.  These capital lease assets are included in Other 
Property, Plant and Equipment on our December 31, 2012 and 2011 balance sheets.  The short-term and long-term 
capital lease obligations are included in Other Current Liabilities and Deferred Credits and Other Noncurrent 
Liabilities on our December 31, 2012 and 2011 balance sheets.  The future payment obligations are included in our 
future minimum lease payments schedule earlier in this note. 

 
I&M Nuclear Fuel Lease 
 
In December 2007, I&M entered into a sale-and-leaseback transaction with Citicorp Leasing, Inc. (CLI), an 
unrelated, unconsolidated, wholly-owned subsidiary of Citibank, N.A. to lease nuclear fuel for I&M’s Cook Plant.  
In December 2007, I&M sold a portion of its unamortized nuclear fuel inventory to CLI at cost for $85 million.  The 
lease had a variable rate based on one month LIBOR and was accounted for as a capital lease with lease terms up to 
60 months.  This lease was terminated with the March 2012 refueling. 
 
13.  FINANCING ACTIVITIES 

 

AEP Common Stock 
 
Listed below is a reconciliation of common stock share activity for the years ended December 31, 2012, 2011 and 
2010: 
 
      Held in

 Shares of AEP Common Stock Issued  Treasury

 Balance, December 31, 2009   498,333,265  20,278,858

 Issued   2,781,616  -

 Treasury Stock Acquired   -  28,867

 Balance, December 31, 2010   501,114,881  20,307,725

 Issued   2,644,579  -

 Treasury Stock Acquired   -  28,867

 Balance, December 31, 2011   503,759,460   20,336,592

 Issued   2,245,502  -

 Balance, December 31, 2012   506,004,962  20,336,592

 
Preferred Stock 
 
In December 2011, AEP subsidiaries redeemed all of their outstanding preferred stock with a par value of $60 
million at a premium, resulting in a $2.8 million loss, which is included in Preferred Stock Dividend Requirements 
of Subsidiaries Including Capital Stock Expense on the statement of income. 
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Long-term Debt 
 

The following details long-term debt outstanding as of December 31, 2012 and 2011: 
 

 Weighted     

 Average     

 Interest       

 Rate as of Interest Rate Ranges as of Outstanding as of 

 December 31, December 31, December 31, 

Type of Debt and Maturity 2012   2012 2011   2012  2011  

      (in millions) 

Senior Unsecured Notes (a)           

 2012-2042  5.46% 0.685%-8.13% 0.955%-8.13%  $  12,712 $  11,737 

Pollution Control Bonds (b)          

 2012-2038 (c)  3.58% 0.11%-6.30% 0.06%-6.30%    1,958   2,112 

Notes Payable (d)          

 2012-2032  4.35% 1.913%-8.03% 2.029%-8.03%    427   402 

Securitization Bonds (e)           

 2013-2024  4.21% 0.88%-6.25% 4.98%-6.25%    2,281   1,688 

Junior Subordinated Debentures (a)           

 2063      8.75%    -   315 

Spent Nuclear Fuel Obligation (f)         265   265 

Other Long-term Debt (g)           

 2015-2059  2.63%  1.72%-13.718% 3.00%-13.718%    140   29 

Fair Value of Interest Rate Hedges         3   7 
Unamortized Discount, Net         (29)   (39)

Total Long-term Debt Outstanding         17,757   16,516 
Long-term Debt Due Within One Year         2,171   1,433 

Long-term Debt       $  15,586 $  15,083 

 

(a) In 2012, AEP issued $850 million of Senior Unsecured Notes used to retire $243 million of Senior Unsecured Notes and $315 million 
of Junior Subordinated Debentures. 

(b) For certain series of pollution control bonds, interest rates are subject to periodic adjustment.  Certain series may be purchased on 
demand at periodic interest adjustment dates.  Letters of credit from banks, standby bond purchase agreements and insurance policies 
support certain series. 

(c) Certain pollution control bonds are subject to redemption earlier than the maturity date.  Consequently, these bonds have been 
classified for maturity purposes as Long-term Debt Due Within One Year on the balance sheets. 

(d) Notes payable represent outstanding promissory notes issued under term loan agreements and credit agreements with a number of 
banks and other financial institutions.  At expiration, all notes then issued and outstanding are due and payable.  Interest rates are both 
fixed and variable.  Variable rates generally relate to specified short-term interest rates. 

(e) In 2012, AEP Texas Central Transition Funding III LLC issued $800 million of Securitization Bonds (see Note 15). 
(f) Spent nuclear fuel obligation consists of a liability along with accrued interest for disposal of spent nuclear fuel (see "SNF Disposal" 

section of Note 5). 
(g) In 2012, I&M issued a $110 million three-year credit facility to be used for general corporate purposes. 
 

Long-term debt outstanding as of December 31, 2012 is payable as follows: 
 

           After   

 2013  2014 2015   2016 2017  2017  Total 

 (in millions)

Principal Amount $  2,171 $  1,169 $  1,438 $  840 $  1,655 $  10,513 $  17,786 

Unamortized Discount, Net           (29)

Total Long-term Debt Outstanding                   $  17,757 

 

In January 2013 and February 2013, I&M retired $12 million and $11 million, respectively, of Notes Payable related 
to DCC Fuel. 
 

In January 2013, TCC retired $105 million of its outstanding Securitization Bonds. 
 

In February 2013, OPCo retired $250 million of 5.5% Senior Unsecured Notes due in 2013. 
 

As of December 31, 2012, trustees held, on our behalf, $583 million of our reacquired Pollution Control Bonds. 
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Dividend Restrictions 

 
Parent Restrictions 
 
The holders of our common stock are entitled to receive the dividends declared by our Board of Directors provided 
funds are legally available for such dividends.  Our income derives from our common stock equity in the earnings of 
our utility subsidiaries. 
 
Pursuant to the leverage restrictions in our credit agreements, we must maintain a percentage of debt to total 
capitalization at a level that does not exceed 67.5%.  The payment of cash dividends indirectly results in an increase 
in the percentage of debt to total capitalization of the company distributing the dividend.  The method for calculating 
outstanding debt and capitalization is contractually defined in the credit agreements.  None of AEP’s retained 
earnings were restricted for the purpose of the payment of dividends. 
 
Utility Subsidiaries’ Restrictions 
 
Various financing arrangements and regulatory requirements may impose certain restrictions on the ability of our 
utility subsidiaries to transfer funds to us in the form of dividends.  Specifically, several of our public utility 
subsidiaries have credit agreements that contain a covenant that limits their debt to capitalization ratio to 67.5%.  As 
of December 31, 2012, the amount of restricted net assets of AEP’s subsidiaries that may not be distributed to Parent 
in the form of a loan, advance or dividend was approximately $6 billion. 
 
The Federal Power Act prohibits the utility subsidiaries from participating “in the making or paying of any 
dividends of such public utility from any funds properly included in capital account.”  The term “capital account” is 
not defined in the Federal Power Act or its regulations.  Management understands “capital account” to mean the 
book value of the common stock.  This restriction does not limit the ability of the utility subsidiaries to pay 
dividends out of retained earnings. 
 
Lines of Credit and Short-term Debt 
 
We use our commercial paper program to meet the short-term borrowing needs of our subsidiaries.  The program is 
used to fund both a Utility Money Pool, which funds the utility subsidiaries, and a Nonutility Money Pool, which 
funds the majority of the nonutility subsidiaries.  In addition, the program also funds, as direct borrowers, the short-
term debt requirements of other subsidiaries that are not participants in either money pool for regulatory or 
operational reasons.  As of December 31, 2012, we had credit facilities totaling $3.25 billion to support our 
commercial paper program.  The maximum amount of commercial paper outstanding during 2012 was $1.2 billion 
and the weighted average interest rate of commercial paper outstanding during 2012 was 0.44%.  Our outstanding 
short-term debt was as follows: 
 

    December 31, 

    2012  2011 

   
 

Outstanding

 

Interest  Outstanding

 

Interest

 Type of Debt Amount Rate (a)  Amount Rate (a) 

   (in millions)   (in millions)  

 Securitized Debt for Receivables (b)  $  657   0.26 %  $  666   0.27 % 
 Commercial Paper    321   0.42 %    967   0.51 % 
 Line of Credit – Sabine (c)    3   1.82 %    17   1.79 % 

 Total Short-term Debt  $  981   $  1,650  

 
(a) Weighted average rate. 
(b) Amount of securitized debt for receivables as accounted for under the "Transfers and Servicing" 

accounting guidance. 
(c) This line of credit does not reduce available liquidity under AEP's credit facilities. 
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Credit Facilities 
 

For a discussion of credit facilities, see “Letters of Credit” section of Note 5. 
 

Securitized Accounts Receivable – AEP Credit 
 

AEP Credit has a receivables securitization agreement with bank conduits.  Under the securitization agreement, AEP 
Credit receives financing from the bank conduits for the interest in the receivables AEP Credit acquires from 
affiliated utility subsidiaries.  AEP Credit continues to service the receivables.  These securitized transactions allow 
AEP Credit to repay its outstanding debt obligations, continue to purchase our operating companies’ receivables and 
accelerate AEP Credit’s cash collections. 
 

In 2012, we renewed AEP Credit’s receivables securitization agreement.  The agreement provides a commitment of 
$700 million from bank conduits to finance receivables from AEP Credit.  A commitment of $385 million expires in 
June 2013 and the remaining commitment of $315 million expires in June 2015. 
 

Accounts receivable information for AEP Credit is as follows: 
 

    Years Ended December 31,  

    2012   2011   2010   

   (dollars in millions)  

 Effective Interest Rates on Securitization of   

  Accounts Receivable    0.26 %  0.27 %  0.31 % 
 Net Uncollectible Accounts Receivable Written Off  $  29 $  37 $  22 
 

    December 31, 

    2012    2011  

    (in millions) 

 Accounts Receivable Retained Interest and Pledged as Collateral     

  Less Uncollectible Accounts   $  835  $  902 

 Total Principal Outstanding     657    666 

 Delinquent Securitized Accounts Receivable     37   38 

 Bad Debt Reserves Related to Securitization/Sale of Accounts Receivable     21   18 

 Unbilled Receivables Related to Securitization/Sale of Accounts Receivable    316   370 
 

Customer accounts receivable retained and securitized for our operating companies are managed by AEP Credit.  
AEP Credit’s delinquent customer accounts receivable represents accounts greater than 30 days past due. 
 

14.  STOCK-BASED COMPENSATION 
 

As approved by shareholder vote, the Amended and Restated American Electric Power System Long-Term 
Incentive Plan (LTIP) authorizes the use of 20,000,000 shares of AEP common stock for various types of stock-
based compensation awards, including stock options, to employees.  A maximum of 10,000,000 shares may be used 
under this plan for full value share awards, which includes performance units, restricted shares and restricted stock 
units.  As of December 31, 2012, 17,907,559 shares remained available for issuance under the LTIP plan.  The AEP 
Board of Directors and shareholders last approved the LTIP in 2010.  The following sections provide further 
information regarding each type of stock-based compensation award granted by the Human Resources Committee of 
the Board of Directors (HR Committee). 
 

Stock Options 
 

We did not grant stock options in 2012, 2011 or 2010 but we do have outstanding stock options from grants in 
earlier periods that were exercised in these years.  The exercise price of all outstanding stock options equaled or 
exceeded the market price of AEP’s common stock on the date of grant.  All outstanding stock options were granted 
with a ten-year term and generally vested, subject to the participant’s continued employment, in approximately equal 
1/3 increments on January 1 of the year following the first, second and third anniversary of the grant date.  We 
record compensation cost for stock options over the vesting period based on the fair value on the grant date.  The 
LTIP does not specify a maximum contractual term for stock options. 
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The total intrinsic value of options exercised is as follows: 
 

   Years Ended December 31,

 Stock Options 2012   2011 2010  

   (in thousands) 

 Intrinsic Value of Options Exercised (a)  $  1,699 $  1,202 $  2,058 
      
 (a) Intrinsic value is calculated as market price at exercise dates less the option exercise price. 
 

A summary of AEP stock option transactions during the years ended December 31, 2012, 2011 and 2010 is as 
follows: 
 

   2012  2011  2010  

    Weighted  Weighted   Weighted 

    Average  Average  Average 

    Exercise  Exercise  Exercise 

   Options  Price Options Price Options  Price

   (in thousands)     (in thousands)    (in thousands)    

Outstanding as of January 1,  321 $  29.35  551 $  32.88  1,089 $  32.78

  Granted  -  NA  -  NA  -  NA

  Exercised/Converted  (128)   28.21  (104)   27.39  (448)   31.53

  Forfeited/Expired  (5)   27.26  (126)   46.40  (90)   38.44

Outstanding as of December 31,  188   30.17  321   29.35  551   32.88

Options Exercisable as of December 31,  188 $  30.17  321 $  29.35  551 $  32.88

      

NA   Not applicable.    
 

The following table summarizes information about AEP stock options outstanding and exercisable as of December 
31, 2012: 
 

   Number  Weighted     

   of Options Average Weighted  

 2012 Range of  Outstanding Remaining Average Aggregate 

 Exercise Prices and Exercisable  Life  Exercise Price  Intrinsic Value

  (in thousands)  (in years)     (in thousands) 

 $27.95 - $30.76   188  0.99 $  30.17 $  2,358
 

We include the proceeds received from exercised stock options in common stock and paid-in capital. 
 

Performance Units 
 

Our performance units have a fair value upon vesting equal to the average closing market price of AEP common 
stock for the last 20 trading days of the performance period.  The number of performance units held is multiplied by 
the performance score to determine the actual number of performance units realized.  The performance score can 
range from 0% to 200% and is determined at the end of the performance period based on performance measures, 
which include both performance and market conditions, established for each grant at the beginning of the 
performance period by the HR Committee.  Performance units are paid in cash, unless they are needed to satisfy a 
participant’s stock ownership requirement.  In that case, the number of units needed to satisfy the participant’s 
largest stock ownership requirement is mandatorily deferred as AEP Career Shares until after the end of the 
participant’s AEP career.  AEP Career Shares are a form of non-qualified deferred compensation that has a value 
equivalent to shares of AEP common stock.  AEP Career Shares are paid in cash after the participant’s termination 
of employment.  Amounts equivalent to cash dividends on both performance units and AEP Career Shares accrue as 
additional units.  We record compensation cost for performance units over the three-year vesting period.  The 
liability for both the performance units and AEP Career Shares, recorded in Employee Benefits and Pension 
Obligations on the balance sheets, is adjusted for changes in value.  The fair value of performance unit awards is 
based on the estimated performance score and the current 20-day average closing price of AEP common stock at the 
date of valuation. 
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The HR Committee awarded performance units and reinvested dividends on outstanding performance units and AEP 
Career Shares for the years ended December 31, 2012, 2011 and 2010 as follows:  
 

   Years Ended December 31,

 Performance Units 2012   2011 2010  

 Awarded Units (in thousands)    546   7   736

 Weighted Average Unit Fair Value at Grant Date  $  41.38 $  38.39 $  35.43

 Vesting Period (in years)    3   3   3

       

 Performance Units and AEP Career Shares  Years Ended December 31,

 (Reinvested Dividends Portion) 2012   2011 2010  

 Awarded Units (in thousands)    138   198   211

 Weighted Average Grant Date Fair Value  $  40.97 $  37.31 $  34.70

 Vesting Period (in years)   (a)  (a)  (a)
 
   (a) The vesting period for the reinvested dividends on performance units is equal to the remaining life of the 

related performance units.  Dividends on AEP Career Shares vest immediately upon grant but are not 
paid in cash until after the participant’s termination of employment.  

 
Performance scores and final awards are determined and certified by the HR Committee in accordance with the pre-
established performance measures within approximately a month after the end of the performance period.  The HR 
Committee has discretion to reduce or eliminate the number of performance units earned but may not increase the 
number earned.  The performance scores for all open performance periods prior to those granted in 2012 are 
dependent on two equally-weighted performance measures: (a) three-year total shareholder return measured relative 
to the electric utility and multi utility sub-industry segments of the Standard and Poor’s 500 Index and (b) three-year 
cumulative earnings per share measured relative to an AEP Board of Directors approved target.  For the 
performance units granted in 2012, the three-year total shareholder return peer group was changed to the S&P 500 
Electric Utility Index. 
 
The certified performance scores and units earned for the three-year period ended December 31, 2012, 2011 and 
2010 were as follows: 
 
  Years Ended December 31, 

 Performance Units 2012   2011 2010  

 Certified Performance Score   99.7 %   89.8 %   55.8 %

 Performance Units Earned   1,096,572   1,216,926   489,013 

 Performance Units Mandatorily Deferred as AEP Career Shares   51,056   52,639   33,501 

 Performance Units Voluntarily Deferred into the Incentive     

  Compensation Deferral Program   26,337   42,502   6,583 

 Performance Units to be Paid in Cash   1,019,179   1,121,785   448,929 

 
The cash payouts for the years ended December 31, 2012, 2011 and 2010 were as follows: 
 
    Years Ended December 31,

 Performance Units and AEP Career Shares 2012   2011 2010  

   (in thousands) 

 Cash Payouts for Performance Units $  44,968  $  15,985  $  18,683

 Cash Payouts for AEP Career Share Distributions    11,027   2,777   3,594

 
Restricted Shares and Restricted Stock Units  
 
In 2004, the independent members of the AEP Board of Directors granted 300,000 restricted shares to the then 
Chairman, President and CEO upon the commencement of his AEP employment.  Of these restricted shares, 50,000 
vested on January 1, 2005, 50,000 vested on January 1, 2006, 66,666 vested on November 30, 2009, 66,667 vested 
on November 30, 2010 and 66,667 vested on November 30, 2011.   Compensation cost for restricted shares is 
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measured at fair value on the grant date and recorded over the vesting period.  Fair value is determined by 
multiplying the number of shares granted by the grant date market closing price, which was $30.76.  The maximum 
contractual term for these restricted shares was eight years and dividends on these restricted shares were paid in 
cash.  AEP has not granted other restricted shares.   
 
The HR Committee also grants restricted stock units (RSUs), which generally vest, subject to the participant’s 
continued employment, over at least three years in approximately equal annual increments.  Additional RSUs 
granted as dividends vest on the same date as the underlying RSUs on which the dividends were awarded.  
Compensation cost is measured at fair value on the grant date and recorded over the vesting period.  Fair value is 
determined by multiplying the number of units granted by the grant date market closing price.  The maximum 
contractual term of outstanding RSUs is six years from the grant date. 
 
In 2010, the HR Committee granted a total of 165,520 RSUs to four CEO succession candidates as a retention 
incentive for these candidates.  These grants vest, subject to the candidates’ continuous employment, in three 
approximately equal installments on August 3, 2013, August 3, 2014 and August 3, 2015.   
 
The HR Committee awarded RSUs, including units awarded for dividends, for the years ended December 31, 2012, 
2011 and 2010 as follows: 
 

   Years Ended December 31,

Restricted Stock Units 2012   2011 2010  

Awarded Units (in thousands)    497   121   873

Weighted Average Grant Date Fair Value  $  40.69 $  37.07 $  35.24
 
The total fair value and total intrinsic value of restricted shares and restricted stock units vested during the years 
ended December 31, 2012, 2011 and 2010 were as follows: 
 

   Years Ended December 31,

Restricted Shares and Restricted Stock Units 2012   2011 2010  

 (in thousands) 

Fair Value of Restricted Shares and Restricted Stock Units Vested  $  10,608 $  7,164 $  6,044 

Intrinsic Value of Restricted Shares and Restricted Stock Units Vested (a)    12,157   8,017   5,993 

(a) Intrinsic value is calculated as market price at exercise date. 
 
A summary of the status of our nonvested RSUs as of December 31, 2012 and changes during the year ended 
December 31, 2012 are as follows: 
 
     Weighted 

    Average 

    Grant Date 

 Nonvested Restricted Stock Units  Shares/Units  Fair Value

   (in thousands)    

 Nonvested as of January 1, 2012   903 $  35.46

 Granted   497   40.69

 Vested   (306)   34.64

 Forfeited   (94)   35.95

 Nonvested as of December 31, 2012   1,000   38.22

 
The total aggregate intrinsic value of nonvested RSUs as of December 31, 2012 was $43 million and the weighted 
average remaining contractual life was 2.14 years. 
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Other Stock-Based Plans 
 
We also have a Stock Unit Accumulation Plan for Non-employee Directors providing each non-employee director 
with AEP stock units as a substantial portion of their quarterly compensation for their services as a director.  The 
number of stock units provided is based on the closing price of AEP common stock on the last trading day of the 
quarter for which the stock units were earned.  Amounts equivalent to cash dividends on the stock units accrue as 
additional AEP stock units.  The stock units granted to non-employee directors are fully vested upon grant date.  
Stock units are paid in cash upon termination of board service or up to 10 years later if the participant so elects.  
Cash payments for stock units are calculated based on the average closing price of AEP common stock for the last 
20 trading days prior to the distribution date. 
 
We record compensation cost for stock units when the units are awarded and adjust the liability for changes in value 
based on the current 20-day average closing price of AEP common stock on the valuation date. 
 
We had no material cash payouts for stock unit distributions for the years ended December 31, 2012, 2011 and 2010. 
 
The Board of Directors awarded stock units, including units awarded for dividends, for the years ended December 
31, 2012, 2011 and 2010 as follows: 
 

   Years Ended December 31,

Stock Unit Accumulation Plan for Non-Employee Directors 2012   2011 2010  

Awarded Units (in thousands)   52    52    54 

Weighted Average Grant Date Fair Value  $  41.20 $  37.72 $  34.67 

 
Share-based Compensation Plans 

 
Compensation cost and the actual tax benefit realized for the tax deductions from compensation cost for share-based 
payment arrangements recognized in income and total compensation cost capitalized in relation to the cost of an 
asset for the years ended December 31, 2012, 2011 and 2010 were as follows:  
 

  Years Ended December 31,  

Share-based Compensation Plans 2012   2011 2010   

 (in thousands)  

Compensation Cost for Share-based Payment Arrangements (a)  $  51,767 $  61,807 $  28,116  

Actual Tax Benefit Realized    18,119   21,632   9,841  

Total Compensation Cost Capitalized    10,707   11,608   4,689  

 
(a)  Compensation cost for share-based payment arrangements is included in Other Operation and Maintenance expenses 

on the statements of income. 

 
During the years ended December 31, 2012, 2011 and 2010, there were no significant modifications affecting any of 
our share-based payment arrangements. 
 
As of December 31, 2012, there was $47 million of total unrecognized compensation cost related to unvested share-
based compensation arrangements granted under the LTIP. Unrecognized compensation cost related to the 
performance units and AEP Career Shares will change as the fair value is adjusted each period and forfeitures for all 
award types are realized.  Our unrecognized compensation cost will be recognized over a weighted-average period 
of 1.53 years. 
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Cash received from stock options exercised and actual tax benefit realized for the tax deductions from stock options 
exercised during the years ended December 31, 2012, 2011 and 2010 were as follows: 
 

  Years Ended December 31,

Share-based Compensation Plans 2012   2011 2010  

 (in thousands) 

Cash Received from Stock Options Exercised  $  3,598 $  2,855 $  14,134
Actual Tax Benefit Realized for the Tax Deductions from Stock Options     
 Exercised    618   411   706
 

Our practice is to use authorized but unissued shares to fulfill share commitments for stock option exercises and 
RSU vesting.  Although we do not currently anticipate any changes to this practice, we are permitted to use treasury 
shares, shares acquired in the open market specifically for distribution under the LTIP or any combination thereof 
for this purpose.  The number of new shares issued to fulfill vesting RSUs is generally reduced to offset our tax 
withholding obligation. 
 

In February 2013, the HR Committee granted approximately $40 million in share-based awards.  This amount will 
be allocated between 2013-2015 performance units and restricted stock units vesting over 40 months. 
 

15.  VARIABLE INTEREST ENTITIES 
 

The accounting guidance for “Variable Interest Entities” is a consolidation model that considers if a company has a 
controlling financial interest in a VIE.  A controlling financial interest will have both (a) the power to direct the 
activities of a VIE that most significantly impact the VIE’s economic performance and (b) the obligation to absorb 
losses of the VIE that could potentially be significant to the VIE or the right to receive benefits from the VIE that 
could potentially be significant to the VIE.  Entities are required to consolidate a VIE when it is determined that they 
have a controlling financial interest in a VIE and therefore, are the primary beneficiary of that VIE, as defined by the 
accounting guidance for “Variable Interest Entities.”  In determining whether we are the primary beneficiary of a 
VIE, we consider factors such as equity at risk, the amount of the VIE’s variability we absorb, guarantees of 
indebtedness, voting rights including kick-out rights, the power to direct the VIE, variable interests held by related 
parties and other factors.  We believe that significant assumptions and judgments were applied consistently. 
 

We are the primary beneficiary of Sabine, DCC Fuel, AEP Credit, Transition Funding and a protected cell of EIS.  
In addition, we have not provided material financial or other support to Sabine, DCC Fuel, Transition Funding, our 
protected cell of EIS and AEP Credit that was not previously contractually required.  We hold a significant variable 
interest in DHLC and Potomac-Appalachian Transmission Highline, LLC West Virginia Series (West Virginia 
Series). 
 

Sabine is a mining operator providing mining services to SWEPCo.  SWEPCo has no equity investment in Sabine 
but is Sabine’s only customer.  SWEPCo guarantees the debt obligations and lease obligations of Sabine.  Under the 
terms of the note agreements, substantially all assets are pledged and all rights under the lignite mining agreement 
are assigned to SWEPCo.  The creditors of Sabine have no recourse to any AEP entity other than SWEPCo.  Under 
the provisions of the mining agreement, SWEPCo is required to pay, as a part of the cost of lignite delivered, an 
amount equal to mining costs plus a management fee.  In addition, SWEPCo determines how much coal will be 
mined each year.  Based on these facts, management concluded that SWEPCo is the primary beneficiary and is 
required to consolidate Sabine.  SWEPCo’s total billings from Sabine for the years ended December 31, 2012, 2011 
and 2010 were $147 million, $128 million and $133 million, respectively.  See the tables below for the classification 
of Sabine’s assets and liabilities on the balance sheets. 
 

Our subsidiaries participate in one protected cell of EIS for approximately ten lines of insurance.  EIS has multiple 
protected cells.  Neither AEP nor its subsidiaries have an equity investment in EIS.  The AEP System is essentially 
this EIS cell’s only participant, but allows certain third parties access to this insurance.  Our subsidiaries and any 
allowed third parties share in the insurance coverage, premiums and risk of loss from claims.  Based on our control 
and the structure of the protected cell and EIS, management concluded that we are the primary beneficiary of the 
protected cell and are required to consolidate its assets and liabilities.  Our insurance premium payments to the 
protected cell for the years ended December 31, 2012, 2011 and 2010 were $32 million, $48 million and $35 
million, respectively.  See the tables below for the classification of the protected cell’s assets and liabilities on the 
balance sheets.  The amount reported as equity is the protected cell’s policy holders’ surplus. 
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I&M has nuclear fuel lease agreements with DCC Fuel LLC, DCC Fuel II LLC, DCC Fuel III LLC, DCC Fuel IV 
LLC and DCC Fuel V LLC (collectively DCC Fuel).  DCC Fuel was formed for the purpose of acquiring, owning 
and leasing nuclear fuel to I&M.  DCC Fuel purchased the nuclear fuel from I&M with funds received from the 
issuance of notes to financial institutions.  Each entity is a single-lessee leasing arrangement with only one asset and 
is capitalized with all debt.  Each is a separate legal entity from I&M, the assets of which are not available to satisfy 
the debts of I&M.  Payments on the leases for the years ended December 31, 2012, 2011 and 2010 were $127 
million, $85 million and $59 million, respectively.  The leases were recorded as capital leases on I&M’s balance 
sheet as title to the nuclear fuel transfers to I&M at the end of the respective lease terms, which do not exceed 54 
months.  Based on our control of DCC Fuel, management concluded that I&M is the primary beneficiary and is 
required to consolidate DCC Fuel.  The capital leases are eliminated upon consolidation.  See the tables below for 
the classification of DCC Fuel’s assets and liabilities on the balance sheets. 
 
AEP Credit is a wholly-owned subsidiary of AEP.  AEP Credit purchases, without recourse, accounts receivable 
from certain utility subsidiaries of AEP to reduce working capital requirements.  AEP provides a minimum of 5% 
equity and up to 20% of AEP Credit’s short-term borrowing needs in excess of third party financings.  Any third 
party financing of AEP Credit only has recourse to the receivables securitized for such financing.  Based on our 
control of AEP Credit, management has concluded that we are the primary beneficiary and are required to 
consolidate its assets and liabilities.  See the tables below for the classification of AEP Credit’s assets and liabilities 
on the balance sheets.  See “Securitized Accounts Receivables – AEP Credit” section of Note 13. 
 
Transition Funding was formed for the sole purpose of issuing and servicing securitization bonds related to Texas 
Restructuring Legislation.  Management has concluded that TCC is the primary beneficiary of Transition Funding 
because TCC has the power to direct the most significant activities of the VIE and TCC’s equity interest could 
potentially be significant.  Therefore, TCC is required to consolidate Transition Funding.  The securitized bonds 
totaled $2.3 billion and $1.7 billion as of December 31, 2012 and 2011, respectively, and are included in current and 
long-term debt on the balance sheets.  Transition Funding has securitized transition assets of $2.1 billion and $1.6 
billion as of December 31, 2012 and 2011, respectively, which are presented separately on the face of the balance 
sheets.  The securitized transition assets represent the right to impose and collect Texas true-up costs from customers 
receiving electric transmission or distribution service from TCC under recovery mechanisms approved by the 
PUCT.  The securitization bonds are payable only from and secured by the securitized transition assets.  The 
bondholders have no recourse to TCC or any other AEP entity.  TCC acts as the servicer for Transition Funding’s 
securitized transition assets and remits all related amounts collected from customers to Transition Funding for 
interest and principal payments on the securitization bonds and related costs.  See the tables below for the 
classification of Transition Funding’s assets and liabilities on the balance sheets.   
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The balances below represent the assets and liabilities of the VIEs that are consolidated.  These balances include 
intercompany transactions that are eliminated upon consolidation. 
 
  AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES  

  VARIABLE INTEREST ENTITIES  

  December 31, 2012  

  (in millions)  

               TCC  

    SWEPCo 

 

I&M

 

Protected Cell

 

  Transition  

    Sabine DCC Fuel of EIS AEP Credit  Funding  

  ASSETS             

  Current Assets  $  57  $  133  $  130  $  843 $  250 

  Net Property, Plant and Equipment    170    176    -    -   - 

  Other Noncurrent Assets    55    92    4    1   2,167 (a)

  Total Assets  $  282  $  401  $  134  $  844 $  2,417 

  LIABILITIES AND EQUITY         

  Current Liabilities  $  32  $  121  $  43  $  800 $  304 

  Noncurrent Liabilities    250    280    66    1   2,095 

  Equity    -    -    25    43   18 

  Total Liabilities and Equity  $  282  $  401  $  134  $  844 $  2,417 

 
(a)  Includes an intercompany item eliminated in consolidation of $89 million. 

 
  AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES  

  VARIABLE INTEREST ENTITIES  

  December 31, 2011  

  (in millions)  

                  

               TCC  

    SWEPCo 

 

I&M

 

Protected Cell

 

  Transition  

    Sabine DCC Fuel of EIS AEP Credit  Funding  

  ASSETS             

  Current Assets  $  48  $  118  $  121  $  910 $  220 

  Net Property, Plant and Equipment    154    188    -    -   - 

  Other Noncurrent Assets    42    118    6    1   1,580 

  Total Assets  $  244  $  424  $  127  $  911 $  1,800 

  LIABILITIES AND EQUITY         

  Current Liabilities  $  68  $  103  $  40  $  864 $  229 

  Noncurrent Liabilities    176    321    71    1   1,557 

  Equity    -    -    16    46   14 

  Total Liabilities and Equity  $  244  $  424  $  127  $  911 $  1,800 
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DHLC is a mining operator that sells 50% of the lignite produced to SWEPCo and 50% to CLECO.  SWEPCo and 
CLECO share the executive board seats and voting rights equally.  Each entity guarantees 50% of DHLC’s debt.  
SWEPCo and CLECO equally approve DHLC’s annual budget.  The creditors of DHLC have no recourse to any 
AEP entity other than SWEPCo.  As SWEPCo is the sole equity owner of DHLC, it receives 100% of the 
management fee.  SWEPCo’s total billings from DHLC for the years ended December 31, 2012, 2011 and 2010 
were $77 million, $62 million and $56 million, respectively.  We are not required to consolidate DHLC as we are 
not the primary beneficiary, although we hold a significant variable interest in DHLC.  Our equity investment in 
DHLC is included in Deferred Charges and Other Noncurrent Assets on the balance sheets.   
 
Our investment in DHLC was: 
 
 December 31,

 2012  2011  

 As Reported on  Maximum  As Reported on Maximum 

 the Balance Sheet  Exposure  the Balance Sheet Exposure 

 (in millions) 

Capital Contribution from SWEPCo $  8  $  8  $  8  $  8 
Retained Earnings   1    1    1    1 
SWEPCo's Guarantee of Debt   -    49    -    52 
 

Total Investment in DHLC $  9  $  58  $  9  $  61 

 
We and FirstEnergy Corp. (FirstEnergy) have a joint venture in Potomac-Appalachian Transmission Highline, LLC 
(PATH).  PATH is a series limited liability company and was created to construct, through its operating companies, 
a high-voltage transmission line project in the PJM region.  PATH consists of the “West Virginia Series (PATH-
WV),” owned equally by subsidiaries of FirstEnergy and AEP, and the “Allegheny Series” which is 100% owned by 
a subsidiary of FirstEnergy.  Provisions exist within the PATH-WV agreement that make it a VIE.  The “Allegheny 
Series” is not considered a VIE.  We are not required to consolidate PATH-WV as we are not the primary 
beneficiary, although we hold a significant variable interest in PATH-WV.  Our equity investment in PATH-WV is 
included in Deferred Charges and Other Noncurrent Assets on the balance sheets.  We and FirstEnergy share the 
returns and losses equally in PATH-WV.  Our subsidiaries and FirstEnergy’s subsidiaries provide services to the 
PATH companies through service agreements.  The entities recover costs through regulated rates. 
 
In August 2012, the PJM board cancelled the PATH Project, our transmission joint venture with FirstEnergy, and 
removed it from the 2012 Regional Transmission Expansion Plan.  In November 2012, the FERC issued an order 
accepting AEP’s and FirstEnergy’s abandonment cost recovery filing which requested authority to recover 
prudently-incurred costs associated with the PATH Project.  The FERC also set the issue of prudency of costs for 
settlement proceedings. 
 
Our investment in PATH-WV was: 
 

 December 31, 

 2012  2011 

 As Reported on  Maximum  As Reported on  Maximum

 the Balance Sheet  Exposure  the Balance Sheet  Exposure

   (in millions)   
Capital Contribution from AEP $  19  $  19  $  19  $  19
Retained Earnings   12    12    10    10

Total Investment in PATH-WV $  31  $  31  $  29  $  29
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16.  PROPERTY, PLANT AND EQUIPMENT 
 
Depreciation, Depletion and Amortization 
 
We provide for depreciation of Property, Plant and Equipment, excluding coal-mining properties, on a straight-line 
basis over the estimated useful lives of property, generally using composite rates by functional class.  The following 
tables provide the annual property information: 
 

2012 Regulated Nonregulated 

    Annual     Annual   

Functional Property,   Composite   Property,  Composite   

Class of Plant and  Accumulated Depreciation Depreciable Plant and Accumulated Depreciation Depreciable

Property Equipment  Depreciation Rate Ranges Life Ranges Equipment Depreciation Rate Ranges Life Ranges

 (in millions)    (in years) (in millions)    (in years) 

Generation $  16,973  $  6,962   1.7  -  3.8 %  31 -  132  $  9,306 $  3,526   2.6  -  3.3 %  35 -  66  

Transmission   9,846    2,720   1.2  -  2.8 %  25 -  87    -   -  NA  NA 

Distribution   15,565    3,837   2.4  -  3.9 %  11 -  75    -   -  NA  NA 

CWIP   1,600    (27)  NM  NM   219   1  NM  NM 

Other   2,644    1,238   1.8  -  9.6 %  5 -  75    1,301   434  NM  NM 

Total $  46,628  $  14,730       $  10,826 $  3,961        

 
2011 Regulated Nonregulated 

    Annual     Annual   

Functional Property,   Composite   Property,  Composite   

Class of Plant and  Accumulated Depreciation Depreciable Plant and Accumulated Depreciation Depreciable

Property Equipment  Depreciation  Rate Ranges Life Ranges Equipment Depreciation Rate Ranges Life Ranges

 (in millions)    (in years) (in millions)    (in years) 

Generation $  14,804  $  6,692   1.6  -  3.8 %  9 -  132  $  10,134 $  3,904   2.6 -  3.5 %  20 -  66  

Transmission   9,048    2,600   1.3  -  2.7 %  25 -  87    -   -  NA  NA 

Distribution   14,783    3,828   2.4  -  4.0 %  11 -  75    -   -  NA  NA 

CWIP   2,913 (a)   36  NM  NM   208   1  NM  NM 

Other   2,587    1,246   1.7  -  9.3 %  5 -  55    1,193   392  NM  NM 

Total $  44,135  $  14,402       $  11,535 $  4,297        

 
 2010  Regulated  Nonregulated 

   Annual     Annual    

   Composite     Composite    

   Depreciation  Depreciable  Depreciation  Depreciable

 Functional Class of Property  Rate Ranges  Life Ranges  Rate Ranges  Life Ranges

        (in years)       (in years) 

 Generation   1.6 -  3.8 %   9 -  132     2.2 -  5.1 %   20 -  70  

 Transmission   1.4 -  3.0 %   25 -  87    NA   NA 

 Distribution   2.4 -  3.9 %   11 -  75    NA   NA 

 CWIP  NM   NM   NM   NM 

 Other   3.0 -  12.5 %   5 -  55    NM   NM 

                   

 (a)   Includes CWIP related to SWEPCo's Arkansas jurisdictional share of the Turk Plant. 

 NA  Not applicable.                    

 NM   Not meaningful. 

 
We provide for depreciation, depletion and amortization of coal-mining assets over each asset's estimated useful life 
or the estimated life of each mine, whichever is shorter, using the straight-line method for mining structures and 
equipment.  We use either the straight-line method or the units-of-production method to amortize mine development 
costs and deplete coal rights based on estimated recoverable tonnages.  We include these costs in the cost of coal 
charged to fuel expense. 
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For rate-regulated operations, the composite depreciation rate generally includes a component for non-asset 
retirement obligation (non-ARO) removal costs, which is credited to Accumulated Depreciation and Amortization.  
Actual removal costs incurred are charged to Accumulated Depreciation and Amortization.  Any excess of accrued 
non-ARO removal costs over actual removal costs incurred is reclassified from Accumulated Depreciation and 
Amortization and reflected as a regulatory liability.  For nonregulated operations, non-ARO removal costs are 
expensed as incurred. 
 
Asset Retirement Obligations (ARO) 
 
We record ARO in accordance with the accounting guidance for “Asset Retirement and Environmental Obligations” 
for our legal obligations for asbestos removal and for the retirement of certain ash disposal facilities, closure and 
monitoring of underground carbon storage facilities at Mountaineer Plant, wind farms and certain coal mining 
facilities, as well as for nuclear decommissioning of our Cook Plant.  We have identified, but not recognized, ARO 
liabilities related to electric transmission and distribution assets as a result of certain easements on property on 
which we have assets.  Generally, such easements are perpetual and require only the retirement and removal of our 
assets upon the cessation of the property’s use.  We do not estimate the retirement for such easements because we 
plan to use our facilities indefinitely.  The retirement obligation would only be recognized if and when we abandon 
or cease the use of specific easements, which is not expected.  
 
The following is a reconciliation of the 2012 and 2011 aggregate carrying amounts of ARO: 
 
    Carrying  

    Amount  

    of ARO  

    (in millions)  

 ARO as of December 31, 2010  $  1,398 

 Accretion Expense    82 

 Liabilities Incurred    7 

 Liabilities Settled    (26)

 Revisions in Cash Flow Estimates    13 

 ARO as of December 31, 2011 (a)    1,474 

 Accretion Expense    85 

 Liabilities Incurred    17 

 Liabilities Settled    (24)

 Revisions in Cash Flow Estimates    144 

 ARO as of December 31, 2012  $  1,696 

 
(a) The current portion of our ARO, totaling $2 million, is included in Other Current Liabilities on our 

2011 balance sheet. 

 
As of December 31, 2012 and 2011, our ARO liability was $1.7 billion and $1.5 billion, respectively, and included 
$1.2 billion and $979 million, respectively, for nuclear decommissioning of the Cook Plant.  As of December 31, 
2012 and 2011, the fair value of assets that are legally restricted for purposes of settling the nuclear 
decommissioning liabilities totaled $1.4 billion and $1.3 billion, respectively, and are recorded in Spent Nuclear 
Fuel and Decommissioning Trusts on the balance sheets. 
 
Allowance for Funds Used During Construction (AFUDC) and Interest Capitalization 
 
Our amounts of allowance for borrowed, including interest capitalized, and equity funds used during construction is 
summarized in the following table: 
 
  Years Ended December 31,  

  2012  2011  2010  

  (in millions)  

 Allowance for Equity Funds Used During Construction $  93  $  98  $  77 
 Allowance for Borrowed Funds Used During Construction   69    63    53 
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Jointly-owned Electric Facilities 
 
We have electric facilities that are jointly-owned with nonaffiliated companies.  Using our own financing, we are 
obligated to pay a share of the costs of these jointly-owned facilities in the same proportion as our ownership 
interest.  Our proportionate share of the operating costs associated with such facilities is included on the statements 
of income and the investments and accumulated depreciation are reflected on the balance sheets under Property, 
Plant and Equipment as follows: 
 

    Company’s Share as of December 31, 2012

     Construction  

 Fuel Percent of Utility Plant Work in  Accumulated

 Type Ownership  in Service Progress  Depreciation

      (in millions)

W.C. Beckjord Generating Station (Unit No. 6) (a) Coal   12.5 %  $  -  $  -  $  - 

Conesville Generating Station (Unit No. 4) (b) Coal   43.5 %    310    26    59 

J.M. Stuart Generating Station (c) Coal   26.0 %    542    11    181 

Wm. H. Zimmer Generating Station (a) Coal   25.4 %    807    2    387 

Dolet Hills Generating Station (Unit No. 1) (d) Lignite   40.2 %    263    8    195 

Flint Creek Generating Station (Unit No. 1) (e) Coal   50.0 %    121    14    64 

Pirkey Generating Station (Unit No. 1) (e) Lignite   85.9 %    514    16    371 

Oklaunion Generating Station (Unit No. 1) (f) Coal   70.3 %    403    4    216 

Turk Generating Plant (g) Coal   73.33 %    1,613    (3)   - 

Transmission NA  (h)    69    4    50 

Total     $  4,642  $  82  $  1,523 

 
    Company’s Share as of December 31, 2011

     Construction  

 Fuel Percent of Utility Plant Work in  Accumulated

 Type Ownership  in Service Progress  Depreciation

      (in millions)

W.C. Beckjord Generating Station (Unit No. 6) (a) Coal   12.5 %  $  19  $  -  $  8 

Conesville Generating Station (Unit No. 4) (b) Coal   43.5 %    310    12    54 

J.M. Stuart Generating Station (c) Coal   26.0 %    529    13    172 

Wm. H. Zimmer Generating Station (a) Coal   25.4 %    771    20    377 

Dolet Hills Generating Station (Unit No. 1) (d) Lignite   40.2 %    264    -    193 

Flint Creek Generating Station (Unit No. 1) (e) Coal   50.0 %    118    6    63 

Pirkey Generating Station (Unit No. 1) (e) Lignite   85.9 %    513    1    362 

Oklaunion Generating Station (Unit No. 1) (f) Coal   70.3 %    401    2    208 

Turk Generating Plant (g) Coal   73.33 %    -    1,326    - 

Transmission NA  (h)    63    6    50 

Total     $  2,988  $  1,386  $  1,487 

 
(a) Operated by Duke Energy Corporation, a nonaffiliated company.  AEP's portion of this unit was impaired in the fourth 

quarter of 2012.  See "Impairments" section of Note 6. 
(b) Operated by OPCo. 
(c) Operated by The Dayton Power & Light Company, a nonaffiliated company. 
(d) Operated by CLECO, a nonaffiliated company. 
(e) Operated by SWEPCo. 
(f) Operated by PSO and also jointly-owned (54.7%) by TNC. 
(g) Turk Generating Plant was placed in service in December 2012.  SWEPCo jointly owns the plant with Arkansas Electric 

Cooperative Corporation (11.67%), East Texas Electric Cooperative (8.33%) and Oklahoma Municipal Power Authority 
(6.67%).  Through December 2012, construction costs totaling $457 million have been billed to the other owners. 

(h) Varying percentages of ownership. 
NA Not applicable. 
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17.  COST REDUCTION PROGRAMS 
 
2012 Sustainable Cost Reductions 
 
In April 2012, we initiated a process to identify strategic repositioning opportunities and efficiencies that will result 
in sustainable cost savings.  We selected a consulting firm to conduct an organizational and process evaluation and a 
second firm to evaluate our current employee benefit programs.  The process resulted in involuntary severances and 
is expected to be completed by the end of the first quarter of 2013. The severance program provides two weeks of 
base pay for every year of service along with other severance benefits. 
 
We recorded a charge to expense during 2012 related to the sustainable cost reductions initiative. 
 
   Total

   (in millions)

 Incurred  $  47 

 Settled    (22)

 Balance as of December 31, 2012  $  25 

 
These expenses relate primarily to severance benefits.  They are included primarily in Other Operation expense on 
the statement of income and Other Current Liabilities on the balance sheet.  Approximately 95% of the expense was 
within the Utility Operations segment. 
 
2010 Cost Reduction Initiatives 
 
In April 2010, we began initiatives to decrease both labor and non-labor expenses with a goal of achieving 
significant reductions in operation and maintenance expenses.  A total of 2,461 positions was eliminated across the 
AEP System as a result of process improvements, streamlined organizational designs and other efficiencies.  Many 
of these eliminated positions resulted from employees that elected retirement through voluntary severance.  Most of 
the affected employees terminated employment as of May 31, 2010.  The severance program provided two weeks of 
base pay for every year of service along with other severance benefits. 
 
We recorded a charge of $293 million to Other Operation expense during 2010 primarily related to severance 
benefits as the result of headcount reduction initiatives. 
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18.  UNAUDITED QUARTERLY FINANCIAL INFORMATION 
 
In our opinion, the unaudited quarterly information reflects all normal and recurring accruals and adjustments 
necessary for a fair presentation of our results of operations for interim periods.  Quarterly results are not necessarily 
indicative of a full year’s operations because of various factors.  Our unaudited quarterly financial information is as 
follows: 
 
    2012 Quarterly Periods Ended

    March 31  June 30  September 30  December 31  

    (in millions - except per share amounts)  

Total Revenues $  3,625  $  3,551  $  4,156  $  3,613  
Operating Income   754    741    912    249 (a)(b)
Net Income   390    363    488    21 (a)(b)

Amounts Attributable to AEP Common Shareholders:         

  Net Income   389    362    487    21 (a)(b)

Basic Earnings per Share Attributable to AEP         
 Common Shareholders:         
  Earnings per Share (f)   0.80    0.75    1.00    0.05  

Diluted Earnings per Share Attributable to AEP         
 Common Shareholders:         
  Earnings per Share (f)   0.80    0.75    1.00    0.05  

 
    2011 Quarterly Periods Ended

    March 31  June 30  September 30  December 31  

    (in millions - except per share amounts)  
Total Revenues $  3,730  $  3,609  $  4,333  $  3,444  
Operating Income   832    717    890 (c)   343 (e) 
Income Before Extraordinary Item   355    353    657 (c) (d)   211 (d) (e)
Extraordinary Item, Net of Tax   -    -    273 (d)   100 (d) 
Net Income   355    353    930 (c) (d)   311 (d) (e)

Amounts Attributable to AEP Common Shareholders:         
  Income Before Extraordinary Item   353    352    655 (c) (d)   208 (d) (e)
  Extraordinary Item, Net of Tax   -    -    273 (d)   100 (d) 

  Net Income   353    352    928 (c) (d)   308 (d) (e)

Basic Earnings per Share Attributable to AEP         
 Common Shareholders:         
  Earnings per Share Before Extraordinary Item (f)   0.73    0.73    1.35    0.43  
  Extraordinary Item per Share   -    -    0.57    0.20  
  Earnings per Share (f)   0.73    0.73    1.92    0.63  

Diluted Earnings per Share Attributable to AEP         
 Common Shareholders:         
  Earnings per Share Before Extraordinary Item (f)   0.73    0.73    1.35    0.43  
  Extraordinary Item per Share   -    -    0.57    0.20  
  Earnings per Share (f)   0.73    0.73    1.92    0.63  

 
(a) Includes pretax impairments for certain Ohio generation plants (see Note 6). 
(b) See Note 17 for discussion of cost reduction programs in 2012. 
(c) Includes pretax plant impairments (see Note 6) and a provision for refund of POLR charges in Ohio. 
(d) See "TCC Texas Restructuring" section of Note 2 for discussion of gains recorded in the third and fourth quarters of 

2011. 
(e)  Includes a refund of POLR charges in Ohio and OPCo adjustments for fuel disallowances, the 2010 SEET and the 

obligation to contribute to Partnership with Ohio and Ohio Growth Fund.  Also includes a pretax plant impairment for 
SWEPCo's Turk Plant (see Note 6). 

(f) Quarterly Earnings per Share amounts are meant to be stand-alone calculations and are not always additive to full-year 
amount due to rounding.  
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19.  GOODWILL AND OTHER INTANGIBLE ASSETS 

 

Goodwill 

 
The changes in our carrying amount of goodwill for the years ended December 31, 2012 and 2011 by operating 
segment are as follows:  
 
    Generation   
 Utility  AEP River and  AEP 

 Operations  Operations Marketing  Consolidated 

 (in millions)

Balance as of December 31, 2010 $  37  $  39  $  -  $  76
Impairment Losses   -    -    -    -

Balance as of December 31, 2011   37    39    -    76
Acquired Goodwill   -    -    15    15
Impairment Losses   -    -    -    -

Balance as of December 31, 2012 $  37  $  39  $  15  $  91

 
In the fourth quarters of 2012 and 2011, we performed our annual impairment tests.  The fair values of the 
operations with goodwill were estimated using cash flow projections and other market value indicators.  There were 
no goodwill impairment losses.  We do not have any accumulated impairment on existing goodwill.  
 
During 2012, the increase in goodwill of $15 million was due to the acquisition of BlueStar.  

 
Other Intangible Assets 

 
Acquired intangible assets subject to amortization were $24 million as of December 31, 2012, net of accumulated 
amortization and are included in Deferred Charges and Other Noncurrent Assets on the balance sheets.  As of 
December 31, 2011, all acquired intangible assets had been fully amortized.  During 2012, as a result of the 
acquisition of BlueStar, we acquired intangible assets associated with sales contracts and customer accounts of $58 
million.  The amortization life, gross carrying amount and accumulated amortization by major asset class are as 
follows: 
 
    December 31,

    2012  2011 

    Gross    Gross   

  Amortization  Carrying Accumulated  Carrying Accumulated 

  Life  Amount Amortization  Amount Amortization 

  (in years) (in millions) 

 Easements 10   $  -  $  -  $  2  $  2 

 Purchased Technology 10     -    -    11    11 

 Acquired Customer Contracts 5     58    34    -    - 

 Total   $  58  $  34  $  13  $  13 

 
Amortization of intangible assets was $34 million, $1 million and $1 million for the years ended December 31, 
2012, 2011 and 2010, respectively.  Our estimated total amortization is $13 million, $6 million, $3 million and $2 
million for 2013, 2014, 2015 and 2016, respectively. 
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CORPORATE AND SHAREHOLDER INFORMATION 

 

Corporate Headquarters 
1 Riverside Plaza  
Columbus, OH 43215-2373 
614-716-1000 
AEP is incorporated in the State of New York. 
 
Stock Exchange Listing – The Company’s common stock is traded principally on the New York Stock Exchange under the 
ticker symbol AEP.  
 
Internet Home Page – Information about AEP, including financial documents, Securities and Exchange Commission (SEC) 
filings, news releases, investor presentations, shareholder information and customer service information, is available on the 
Company’s home page on the Internet at www.AEP.com/investors. 
 
Inquiries Regarding Your Stock Holdings – Registered shareholders (shares that you own, in your name) should contact the 
Company’s transfer agent, listed below, if you have questions about your account, address changes, stock transfer, lost 
certificates, direct deposits, dividend checks and other administrative matters. You should have your Social Security number or 
account number ready; the transfer agent will not speak to third parties about an account without the shareholder’s approval or 
appropriate documents. 
 
Transfer Agent & Registrar 

Computershare Trust Company, N.A.  
P.O. Box 43078  
Providence, RI 02940-3078 
For overnight deliveries: 
Computershare Trust Company, N.A. 
250 Royall Street 
Canton, MA 02021-1011 
Telephone Response Group:1-800-328-6955  
Internet address: www.computershare.com/investor  
Hearing Impaired #: TDD: 1-800-952-9245 
 
Beneficial Holders – (Stock held in a bank or brokerage account) – When you purchase stock and it is held for you by your 
broker, it is listed with the Company in the broker’s name, and this is sometimes referred to as “street name” or a “beneficial 
owner.” AEP does not know the identity of individual shareholders who hold their shares in this manner; we simply know that a 
broker holds a certain number of shares which may be for any number of customers. If you hold your stock in street name, you 
receive all dividend payments, annual reports and proxy materials through your broker. Therefore, questions about your account 
should be directed to your broker. 
 
Dividend Reinvestment and Direct Stock Purchase Plan – A Dividend Reinvestment and Direct Stock Purchase Plan is 
available to all investors. It is an economical and convenient method of purchasing shares of AEP common stock, through initial 
cash investments, cash dividends and/or additional optional cash purchases. You may obtain the Plan prospectus and enrollment 
authorization form by contacting the transfer agent or by visiting www.AEP.com/investors/buyandmanagestock. 
 
Financial Community Inquiries – Institutional investors or securities analysts who have questions about the Company should 
direct inquiries to Bette Jo Rozsa, 614-716-2840, bjrozsa@AEP.com; Julie Sherwood, 614-716-2663, jasherwood@AEP.com; 
or Sara Macioch, 614-716-2835, semacioch@AEP.com. Individual shareholders should contact Kathleen Kozero, 614-716-
2819, klkozero@AEP.com. 
 
Number of Shareholders – As of February 25, 2013, there were approximately 81,878 registered shareholders and 
approximately 433,200 shareholders holding stock in street name through a bank or broker. There were 485,790,462 shares 
outstanding as of February 25, 2013. 
 
Form 10-K – Upon request, we will provide without charge a copy of our Form 10-K for the fiscal year ended December 31, 
2012. A copy can be obtained via mail with a written request to AEP Investor Relations, by telephone at 1-800-237-2667 or 
electronically at klkozero@AEP.com. 
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Executive Leadership Team 
 

Name  Age  Office 

Nicholas K. Akins  52  President and Chief Executive Officer 
Lisa M. Barton  47  Executive Vice President – Transmission 
David M. Feinberg  43  Executive Vice President, General Counsel and Secretary 
Lana L. Hillebrand  52  Senior Vice President and Chief Administrative Officer 
Mark C. McCullough  53  Executive Vice President – Generation 
Robert P. Powers  58  Executive Vice President and Chief Operating Officer 
Brian X. Tierney  45  Executive Vice President and Chief Financial Officer 
Dennis E. Welch  61  Executive Vice President and Chief External Officer 
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GLOSSARY OF TERMS 

  
When the following terms and abbreviations appear in the text of this report, they have the meanings 
indicated below. 
 

 

Term   Meaning 

      
AEGCo   AEP Generating Company, an AEP electric utility subsidiary. 
AEP or Parent   American Electric Power Company, Inc., an electric utility holding company. 
AEP Consolidated   AEP and its majority owned consolidated subsidiaries and consolidated 

affiliates. 
AEP Credit   AEP Credit, Inc., a consolidated variable interest entity of AEP which 

securitizes accounts receivable and accrued utility revenues for 
affiliated electric utility companies. 

AEP East Companies   APCo, I&M, KPCo and OPCo. 
AEP Energy   AEP Energy, Inc., a wholly-owned retail electric supplier for customers in 

Ohio, Illinois and other deregulated electricity markets throughout the 
United States.  BlueStar began doing business as AEP Energy, Inc. in 
June 2012. 

AEP System   American Electric Power System, an integrated electric utility system, owned 
and operated by AEP’s electric utility subsidiaries. 

AEP Transmission Holdco   AEP Transmission Holding Company, LLC, a wholly-owned subsidiary of 
AEP. 

AEP West Companies   PSO, SWEPCo, TCC and TNC. 
AEPEP   AEP Energy Partners, Inc., a subsidiary of AEP dedicated to wholesale 

marketing and trading, asset management and commercial and 
industrial sales in the deregulated Texas market. 

AEPES   AEP Energy Services, Inc., a subsidiary of AEP Resources, Inc. 
AEPSC   American Electric Power Service Corporation, an AEP service subsidiary 

providing management and professional services to AEP and its 
subsidiaries. 

AFUDC   Allowance for Funds Used During Construction. 
AGR   AEP Generation Resources Inc., a nonregulated AEP subsidiary that acquired 

the generation assets and liabilities of OPCo. 
AOCI   Accumulated Other Comprehensive Income. 
APCo   Appalachian Power Company, an AEP electric utility subsidiary. 
APSC   Arkansas Public Service Commission. 
Appalachian Consumer Rate 

Relief Funding 
  Appalachian Consumer Rate Relief Funding LLC, a wholly-owned subsidiary 

of APCo and a consolidated variable interest entity formed for the 
purpose of issuing and servicing securitization bonds related to the 
under-recovered ENEC deferral balance. 

BlueStar   BlueStar Energy Holdings, Inc., a wholly-owned retail electric supplier for 
customers in Ohio, Illinois and other deregulated electricity markets 
throughout the United States.  BlueStar began doing business as AEP 
Energy, Inc. in June 2012. 

BOA   Bank of America Corporation. 
CAA   Clean Air Act. 
CLECO   Central Louisiana Electric Company, a nonaffiliated utility company. 
CO2

   Carbon dioxide and other greenhouse gases. 
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Cook Plant   Donald C. Cook Nuclear Plant, a two-unit, 2,191 MW nuclear plant owned by 
I&M. 

CRES provider   Competitive Retail Electric Service providers under Ohio law that target retail 
customers by offering alternative generation service. 

CSPCo   Columbus Southern Power Company, a former AEP electric utility subsidiary 
that was merged into OPCo effective December 31, 2011. 

CWIP   Construction Work in Progress. 

  

i
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Term  Meaning
  

DCC Fuel   DCC Fuel LLC, DCC Fuel II LLC, DCC Fuel III LLC, DCC Fuel IV LLC, 
DCC Fuel V LLC and DCC Fuel VI LLC, consolidated variable 
interest entities formed for the purpose of acquiring, owning and 
leasing nuclear fuel to I&M. 

DHLC   Dolet Hills Lignite Company, LLC, a wholly-owned lignite mining subsidiary 
of SWEPCo. 

E&R   Environmental compliance and transmission and distribution system 
reliability. 

EIS   Energy Insurance Services, Inc., a nonaffiliated captive insurance company 
and consolidated variable interest entity of AEP. 

ENEC   Expanded Net Energy Charge. 
ERCOT   Electric Reliability Council of Texas regional transmission organization. 
ESP   Electric Security Plans, a PUCO requirement for electric utilities to adjust 

their rates by filing with the PUCO. 
ETT   Electric Transmission Texas, LLC, an equity interest joint venture between 

AEP and MidAmerican Energy Holdings Company Texas Transco, 
LLC formed to own and operate electric transmission facilities in 
ERCOT. 

FAC   Fuel Adjustment Clause. 
FASB   Financial Accounting Standards Board. 
Federal EPA   United States Environmental Protection Agency. 
FERC   Federal Energy Regulatory Commission. 
FGD   Flue Gas Desulfurization or scrubbers. 
FTR   Financial Transmission Right, a financial instrument that entitles the holder to 

receive compensation for certain congestion-related transmission 
charges that arise when the power grid is congested resulting in 
differences in locational prices. 

GAAP   Accounting Principles Generally Accepted in the United States of America. 
I&M   Indiana Michigan Power Company, an AEP electric utility subsidiary. 
IEU   Industrial Energy Users-Ohio. 
IGCC   Integrated Gasification Combined Cycle, technology that turns coal into a 

cleaner-burning gas. 
Interconnection Agreement   An agreement by and among APCo, I&M, KPCo and OPCo which defined the 

sharing of costs and benefits associated with their respective 
generation plants.  This agreement was terminated January 1, 2014. 

IRS   Internal Revenue Service. 
IURC   Indiana Utility Regulatory Commission. 
KGPCo   Kingsport Power Company, an AEP electric utility subsidiary. 
KPCo   Kentucky Power Company, an AEP electric utility subsidiary. 
KPSC   Kentucky Public Service Commission. 
kV   Kilovolt. 
KWh   Kilowatthour. 
LPSC   Louisiana Public Service Commission. 
MISO   Midwest Independent Transmission System Operator. 
MLR   Member load ratio, the method used to allocate transactions among members 

of the Interconnection Agreement. 
MMBtu   Million British Thermal Units. 
MPSC   Michigan Public Service Commission. 
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MTM   Mark-to-Market. 
MW   Megawatt. 
MWh   Megawatthour. 
NOx

   Nitrogen oxide. 
Nonutility Money Pool   Centralized funding mechanism AEP uses to meet the short-term cash 

requirements of certain nonutility subsidiaries. 

  

ii
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Term  Meaning
   
NSR   New Source Review. 
OATT   Open Access Transmission Tariff. 
OCC   Corporation Commission of the State of Oklahoma. 
Ohio Phase-in-Recovery 

Funding 
  Ohio Phase-in-Recovery Funding LLC, a wholly-owned subsidiary of OPCo 

and a consolidated variable interest entity formed for the purpose of 
issuing and servicing securitization bonds related to phase-in recovery 
property. 

OPCo   Ohio Power Company, an AEP electric utility subsidiary. 
OPEB   Other Postretirement Benefit Plans. 
Operating Agreement   Agreement, dated January 1, 1997, as amended, by and among PSO and 

SWEPCo governing generating capacity allocation, energy pricing, 
and revenues and costs of third party sales.  AEPSC acts as the agent. 

OTC   Over the counter. 
OVEC   Ohio Valley Electric Corporation, which is 43.47% owned by AEP. 
PCA   Power Coordination Agreement among APCo, I&M and KPCo. 
PJM   Pennsylvania – New Jersey – Maryland regional transmission organization. 
PM   Particulate Matter. 
POLR   Provider of Last Resort revenues. 
PSO   Public Service Company of Oklahoma, an AEP electric utility subsidiary. 
PUCO   Public Utilities Commission of Ohio. 
PUCT   Public Utility Commission of Texas. 
Registrant Subsidiaries   AEP subsidiaries which are SEC registrants; APCo, I&M, OPCo, PSO and 

SWEPCo. 
Risk Management Contracts   Trading and nontrading derivatives, including those derivatives designated as 

cash flow and fair value hedges. 
Rockport Plant   A generation plant, consisting of two 1,310 MW coal-fired generating units 

near Rockport, Indiana.  AEGCo and I&M jointly-own Unit 1.  In 
1989, AEGCo and I&M entered into a sale-and-leaseback transaction 
with Wilmington Trust Company, an unrelated, unconsolidated trustee 
for Rockport Plant, Unit 2. 

RTO   Regional Transmission Organization, responsible for moving electricity over 
large interstate areas. 

Sabine   Sabine Mining Company, a lignite mining company that is a consolidated 
variable interest entity for AEP and SWEPCo. 

SEC   U.S. Securities and Exchange Commission. 
SEET   Significantly Excessive Earnings Test. 
SIA   System Integration Agreement, effective June 15, 2000, provides contractual 

basis for coordinated planning, operation and maintenance of the 
power supply sources of the combined AEP. 

SNF   Spent Nuclear Fuel. 
SO2

   Sulfur dioxide. 
SPP   Southwest Power Pool regional transmission organization. 
SSO   Standard service offer. 
Stall Unit   J. Lamar Stall Unit at Arsenal Hill Plant, a 534 MW natural gas unit owned by 

SWEPCo. 
SWEPCo   Southwestern Electric Power Company, an AEP electric utility subsidiary. 
TCC   AEP Texas Central Company, an AEP electric utility subsidiary. 
Texas Restructuring   Legislation enacted in 1999 to restructure the electric utility industry in Texas. 
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Legislation 
TNC   AEP Texas North Company, an AEP electric utility subsidiary. 
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Term  Meaning
   
Transition Funding   AEP Texas Central Transition Funding I LLC, AEP Texas Central Transition 

Funding II LLC and AEP Texas Central Transition Funding III LLC, 
wholly-owned subsidiaries of TCC and consolidated variable interest 
entities formed for the purpose of issuing and servicing securitization 
bonds related to Texas restructuring law. 

True-up Proceeding   A filing made under the Texas Restructuring Legislation to finalize the 
amount of stranded costs and other true-up items and the recovery of 
such amounts. 

Turk Plant   John W. Turk, Jr. Plant, a 600 MW coal-fired plant in Arkansas that is 73% 
owned by SWEPCo. 

Utility Money Pool   Centralized funding mechanism AEP uses to meet the short-term cash 
requirements of certain utility subsidiaries. 

VIE   Variable Interest Entity. 
Virginia SCC   Virginia State Corporation Commission. 
WPCo   Wheeling Power Company, an AEP electric utility subsidiary. 
WVPSC   Public Service Commission of West Virginia. 
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FORWARD-LOOKING INFORMATION 

 
This report made by AEP and its Registrant Subsidiaries contains forward-looking statements within the 
meaning of Section 21E of the Securities Exchange Act of 1934.  Many forward-looking statements appear in 
“Item 7 – Management’s Discussion and Analysis of Financial Condition and Results of Operations,” but there 
are others throughout this document which may be identified by words such as “expect,” “anticipate,” “intend,”
“plan,” “believe,” “will,” “should,” “could,” “would,” “project,” “continue” and similar expressions, and 
include statements reflecting future results or guidance and statements of outlook.  These matters are subject to 
risks and uncertainties that could cause actual results to differ materially from those projected.  Forward-
looking statements in this document are presented as of the date of this document.  Except to the extent 
required by applicable law, we undertake no obligation to update or revise any forward-looking 
statement.  Among the factors that could cause actual results to differ materially from those in the forward-
looking statements are: 
 

 

• The economic climate, growth or contraction within and changes in market demand and demographic 
patterns in our service territory. 

• Inflationary or deflationary interest rate trends. 

• Volatility in the financial markets, particularly developments affecting the availability of capital on 
reasonable terms and developments impairing our ability to finance new capital projects and refinance 
existing debt at attractive rates. 

• The availability and cost of funds to finance working capital and capital needs, particularly during periods 
when the time lag between incurring costs and recovery is long and the costs are material. 

• Electric load, customer growth and the impact of retail competition, particularly in Ohio. 

• Weather conditions, including storms and drought conditions, and our ability to recover significant storm 
restoration costs through applicable rate mechanisms. 

• Available sources and costs of, and transportation for, fuels and the creditworthiness and performance of 
fuel suppliers and transporters. 

• Availability of necessary generation capacity and the performance of our generation plants. 

• Our ability to recover increases in fuel and other energy costs through regulated or competitive electric 
rates. 

• Our ability to build or acquire generation capacity and transmission lines and facilities (including our 
ability to obtain any necessary regulatory approvals and permits) when needed at acceptable prices and 
terms and to recover those costs (including the costs of projects that are cancelled) through applicable rate 
cases or competitive rates. 

• New legislation, litigation and government regulation, including oversight of nuclear generation, energy 
commodity trading and new or heightened requirements for reduced emissions of sulfur, nitrogen, 
mercury, carbon, soot or particulate matter and other substances or additional regulation of fly ash and 
similar combustion products that could impact the continued operation, cost recovery and/or profitability 
of our generation plants and related assets. 

• Evolving public perception of the risks associated with fuels used before, during and after the generation 
of electricity, including nuclear fuel. 

• A reduction in the federal statutory tax rate could result in an accelerated return of deferred federal income 
taxes to customers. 

• Timing and resolution of pending and future rate cases, negotiations and other regulatory decisions, 
including rate or other recovery of new investments in generation, distribution and transmission service 
and environmental compliance. 

• Resolution of litigation. 

• Our ability to constrain operation and maintenance costs. 
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• Our ability to develop and execute a strategy based on a view regarding prices of electricity and other 
energy-related commodities. 

• Prices and demand for power that we generate and sell at wholesale. 

• Changes in technology, particularly with respect to new, developing or alternative sources of generation. 

• Our ability to recover through rates or market prices any remaining unrecovered investment in generation 
units that may be retired before the end of their previously projected useful lives. 

• Volatility and changes in markets for capacity and electricity, coal and other energy-related commodities, 
particularly changes in the price of natural gas. 

  

v
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• Changes in utility regulation and the allocation of costs within regional transmission organizations, 
including PJM and SPP. 

• The transition to market generation in Ohio, including the implementation of ESPs. 

• Our ability to successfully and profitably manage our Ohio generation assets in a startup, nonregulated 
merchant business. 

• Changes in the creditworthiness of the counterparties with whom we have contractual arrangements, 
including participants in the energy trading market. 

• Actions of rating agencies, including changes in the ratings of our debt. 

• The impact of volatility in the capital markets on the value of the investments held by our pension, other 
postretirement benefit plans, captive insurance entity and nuclear decommissioning trust and the impact on 
future funding requirements. 

• Accounting pronouncements periodically issued by accounting standard-setting bodies. 

• Other risks and unforeseen events, including wars, the effects of terrorism (including increased security 
costs), embargoes, cyber security threats and other catastrophic events. 

The forward looking statements of AEP and its Registrant Subsidiaries speak only as of the date of this report
or as of the date they are made.  AEP and its Registrant Subsidiaries expressly disclaim any obligation to
update any forward-looking information.  For a more detailed discussion of these factors, see “Risk Factors” in 
Part I of this report. 
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AEP COMMON STOCK AND DIVIDEND INFORMATION 
 
The AEP common stock quarterly high and low sales prices, quarter-end closing price and the cash dividends 
paid per share are shown in the following table: 
 

 
AEP common stock is traded principally on the New York Stock Exchange.  As of December 31, 2013, AEP
had approximately 78,000 registered shareholders. 
  

 

           Quarter-End       
Quarter Ended  High  Low  Closing Price   Dividend 

December 31, 2013  $  48.40  $ 43.01  $ 46.74   $  0.50 
September 30, 2013     47.59   41.83   43.35      0.49 
June 30, 2013     51.60   42.83   44.78      0.49 
March 31, 2013     48.68   42.92   48.63      0.47 
              
December 31, 2012  $  45.41  $ 40.56  $ 42.68   $  0.47 
September 30, 2012     44.84   39.62   43.94      0.47 
June 30, 2012     40.46   36.97   39.90      0.47 
March 31, 2012     41.98   37.46   38.58      0.47 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
SELECTED CONSOLIDATED FINANCIAL DATA 

                        

      2013   2012   2011    2010    2009  
      (dollars in millions, except per share amounts) 

STATEMENTS OF INCOME DATA                
Total Revenues $ 15,357  $ 14,945  $ 15,116   $ 14,427   $ 13,489 
                    
Operating Income $ 2,855  $ 2,656  $ 2,782   $  2,663   $ 2,771 
                    
Income Before Extraordinary Items $ 1,484  $ 1,262  $ 1,576   $  1,218   $ 1,370 
Extraordinary Items, Net of Tax  -   -    373      -    (5)
Net Income  1,484   1,262   1,949      1,218    1,365 
                        

Net Income Attributable to Noncontrolling Interests  4   3    3      4    5 
                    
NET INCOME ATTRIBUTABLE TO AEP 
SHAREHOLDERS  1,480   1,259   1,946      1,214    1,360 
                    
Preferred Stock Dividend Requirements of Subsidiaries 
Including               

  Capital Stock Expense  -   -    5      3    3 
                    
EARNINGS ATTRIBUTABLE TO AEP COMMON
SHAREHOLDERS $ 1,480  $ 1,259  $ 1,941   $  1,211   $ 1,357 
                    

BALANCE SHEETS DATA                  
Total Property, Plant and Equipment $ 60,285  $ 57,454  $ 55,670   $ 53,740   $ 51,684 
Accumulated Depreciation and Amortization  19,288   18,691   18,699      18,066    17,340 

Total Property, Plant and Equipment – Net $ 40,997  $ 38,763  $ 36,971   $ 35,674   $ 34,344 
                    
Total Assets $ 56,414  $ 54,367  $ 52,223   $ 50,455   $ 48,348 
                    
Total AEP Common Shareholders’ Equity $ 16,085  $ 15,237  $ 14,664   $ 13,622   $ 13,140 
                    
Noncontrolling Interests $ 1  $ -  $  1   $  -   $ -
                    
Cumulative Preferred Stock Not Subject to Mandatory 
Redemption $ -  $ -  $  -   $  60   $ 61 
                    
Long-term Debt (a) $ 18,377  $ 17,757  $ 16,516   $ 16,811   $ 17,498 
                    
Obligations Under Capital Leases (a) $ 538  $ 449  $  458   $  474 (b)$ 317 
                    

AEP COMMON STOCK DATA              
Basic Earnings (Loss) per Share Attributable to AEP 
Common Shareholders:               
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Income Before Extraordinary Items $ 3.04  $ 2.60  $ 3.25   $  2.53   $ 2.97 
Extraordinary Items, Net of Tax  -   -   0.77      -    (0.01) 
                    
Total Basic Earnings per Share Attributable to AEP 
Common Shareholders $ 3.04  $ 2.60  $ 4.02   $  2.53   $ 2.96 
                    
Weighted Average Number of Basic Shares 
Outstanding (in millions)  487   485    482      479    459 
                        
Market Price Range:                   
    High $ 51.60  $ 45.41  $ 41.71   $  37.94   $ 36.51 
    Low $ 41.83  $ 36.97  $ 33.09   $  28.17   $ 24.00 
                    
Year-end Market Price $ 46.74  $ 42.68  $ 41.31   $  35.98   $ 34.79 
                    
Cash Dividends Declared per AEP Common Share $ 1.95  $ 1.88  $ 1.85   $  1.71   $ 1.64 
                    
Dividend Payout Ratio  64.14%   72.31%   46.02%    67.59%   55.41%
                    
Book Value per AEP Common Share $ 32.98  $ 31.35  $ 30.36   $  28.32   $ 27.49 
                        
(a) Includes portion due within one year. 

(b)
Obligations Under Capital Leases increased primarily due to capital leases under new master lease 
agreements for property that was previously leased 

    under operating leases.                   
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 

RESULTS OF OPERATIONS 
 
EXECUTIVE OVERVIEW 
 
Company Overview 
 
American Electric Power Company, Inc. (AEP) is one of the largest investor-owned electric public utility 
holding companies in the United States.  Our electric utility operating companies provide generation,
transmission and distribution services to more than five million retail customers in Arkansas, Indiana,
Kentucky, Louisiana, Michigan, Ohio, Oklahoma, Tennessee, Texas, Virginia and West Virginia. 
 
Our subsidiaries operate an extensive portfolio of assets including: 
 

 
Corporate Separation 
 
Background 
 
On December 31, 2013, based on FERC and PUCO orders which approved corporate separation of generation
assets and associated liabilities, OPCo transferred its generation assets and related generation liabilities at net
book value to AGR.  In accordance with Ohio law, OPCo remains responsible to provide power and capacity to
OPCo customers who have not switched electric providers.  Effective January 1, 2014, OPCo will purchase
power from both affiliated and nonaffiliated entities, subject to PUCO approval, to meet the energy and
capacity needs of customers. 
 
On December 31, 2013, subsequent to the transfer of OPCo’s generation assets and associated liabilities to 
AGR, AGR transferred at net book value its ownership (867 MW) in Amos Plant, Unit 3 to APCo.  The
transfer of these generation assets and associated liabilities was approved by the FERC, the Virginia SCC and
the WVPSC. 
 
On December 31, 2013, subsequent to the transfer of OPCo’s generation assets and associated liabilities to 
AGR, AGR transferred at net book value a one-half interest (780 MW) in the Mitchell Plant to KPCo.  The
transfer of these generation assets and associated liabilities was approved by the FERC and the KPSC. 
 
Other Impacts of Corporate Separation 
 
In accordance with our December 2010 announcement and our October 2012 filing with the FERC, the
Interconnection Agreement was terminated effective January 1, 2014.  The AEP System Interim Allowance
Agreement which provided for, among other things, the transfer of SO2 emission allowances associated with 

 

• Approximately 37,600 megawatts of generating capacity, one of the largest complements of generation in 
the United States. 

• More than 40,000 miles of transmission lines, including 2,110 miles of 765kV lines, the backbone of the 
electric interconnection grid in the Eastern United States. 

• Approximately 222,000 miles of distribution lines that deliver electricity to 5.3 million customers. 

• Substantial commodity transportation assets (more than 5,700 railcars, approximately 3,000 barges, 60 
towboats, 25 harbor boats and a coal handling terminal with approximately 18 million tons of annual 
capacity).  Our commercial barging operations annually transport approximately 37 million tons of coal and 
dry bulk commodities.  Approximately 39% of the barging is for transportation of agricultural products, 26% 
for coal, 20% for steel and 15% for other commodities. 
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transactions under the Interconnection Agreement was also terminated. 
 
Effective January 1, 2014, the FERC approved the following: 
 

 

•  Power Coordination Agreement among APCo, I&M and KPCo with AEPSC as the agent to coordinate
the participants’ respective power supply resources. 

•  Bridge Agreement among AGR, APCo, I&M, KPCo and OPCo with AEPSC as agent to address open
commitments related to the termination of the Interconnection Agreement and responsibilities to PJM. 

•  Power Supply Agreement between AGR and OPCo for AGR to supply capacity for OPCo’s switched 
and non-switched retail load for the period January 1, 2014 through May 31, 2015 and to supply the
energy needs of OPCo’s non-switched retail load that is not acquired through auctions from January 1,
2014 through December 31, 2014. 
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For a further discussion of corporate separation, see the “Corporate Separation” section of Note 1 and the
“Corporate Separation and Termination of Interconnection Agreement” section of FERC Rate Matters in Note 
4. 
 
Ohio Electric Security Plan Filings 
 
2009 – 2011 ESP 
 
In August 2012, the PUCO issued an order in a separate proceeding which implemented a Phase-In Recovery 
Rider (PIRR) to recover OPCo’s deferred fuel costs in rates beginning September 2012.  As of December 31,
2013, OPCo’s net deferred fuel balance was $445 million, excluding unrecognized equity carrying
costs.  Decisions from the Supreme Court of Ohio are pending related to various appeals which, if ordered,
could reduce OPCo’s net deferred fuel costs balance. 
  
June 2012 – May 2015 Ohio ESP Including Capacity Charge 
  
In August 2012, the PUCO issued an order which adopted and modified a new ESP that establishes base
generation rates through May 2015.  This ruling was generally upheld in PUCO rehearing orders in January and
March 2013. 
 
In July 2012, the PUCO issued an order in a separate capacity proceeding which stated that OPCo must charge
CRES providers the Reliability Pricing Model (RPM) price and authorized OPCo to defer a portion of its
incurred capacity costs not recovered from CRES providers up to $188.88/MW day.  The RPM price is
approximately $33/MW day through May 2014 and $148/MW day from June 2014 through May 2015.  In
December 2012, various parties filed notices of appeal of the capacity costs decision with the Supreme Court of
Ohio. 
 
As part of the August 2012 ESP order, the PUCO established a non-bypassable Retail Stability Rider (RSR), 
effective September 2012.  The RSR is being collected from customers at $3.50/MWh through May 2014 and
will be collected at $4.00/MWh for the period June 2014 through May 2015, with $1.00/MWh applied to the
recovery of deferred capacity costs.  In April and May 2013, OPCo and various intervenors filed appeals with
the Supreme Court of Ohio challenging portions of the PUCO’s ESP order, including the RSR.  As of 
December 31, 2013, OPCo’s incurred deferred capacity costs balance was $288 million, including debt
carrying costs. 
 
In November 2013, the PUCO issued an order approving OPCo’s competitive bid process with 
modifications.  The modifications include the delay of the energy auctions that were originally ordered in the
ESP order.  OPCo must conduct an energy-only auction for 10% of the SSO load with delivery beginning April
2014 through May 2015.  The PUCO also ordered OPCo to conduct energy-only auctions for an additional 50% 
of the SSO load with delivery beginning November 2014 through May 2015 and for the remaining 40% of the
SSO load for delivery from January 2015 through May 2015.  OPCo will conduct energy and capacity auctions
for its entire SSO load for delivery starting in June 2015.  The PUCO also approved the unbundling of the FAC
into fixed and energy-related components and an intervenor proposal to blend the $188.88/MW day capacity
price in proportion to the percentage of energy planned to be auctioned.  Additionally, the PUCO ordered that
intervenor concerns related to the recovery of the fixed fuel costs through potentially both the FAC and the
approved capacity charges be addressed in subsequent FAC proceedings.  Management believes that these
intervenor concerns are without merit.  In December 2013, the PUCO granted applications for rehearing for
further consideration filed by OPCo and intervenors.  In January 2014, the PUCO denied all rehearing requests
and agreed to issue a supplemental request for an independent auditor in the 2012-2013 FAC proceeding to
separately examine the recovery of the fixed fuel costs, including OVEC. 
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Proposed June 2015 – May 2018 ESP 
 
In December 2013, OPCo filed an application with the PUCO to approve an ESP that includes proposed rate
adjustments and the continuation and modification of certain existing riders effective June 2015 through May
2018.  This filing is consistent with the PUCO’s objective for a full transition from FAC and base generation
rates to market.  The proposal includes a recommended auction schedule, a return on common equity of 10.65%
on capital costs for certain riders and estimates an average decrease in rates of 9% over the three-year term of 
the plan for customers who receive their RPM and energy auction-based generation through
OPCo.  Additionally, the application identifies OPCo’s intention to submit a separate application to continue
the RSR established in the June 2012 – May 2015 ESP in which the unrecovered portion of the deferred
capacity costs will continue to be collected at the rate of $4.00/MWh until the balance of the capacity deferrals
has been collected.  Management intends to file this application in the first quarter of 2014. 
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If OPCo is ultimately not permitted to fully collect its ESP rates including the RSR, and its deferred capacity
costs, it could reduce future net income and cash flows and impact financial condition.  See “Ohio Electric 
Security Plan Filing” section of Note 4. 
 
Ohio Customer Choice 
 
In our Ohio service territory, various CRES providers are targeting retail customers by offering alternative
generation service.  The reduction in gross margin as a result of customer switching in Ohio is partially offset
by (a) collection of capacity revenues from CRES providers, (b) off-system sales, (c) deferral of unrecovered 
capacity costs, (d) RSR collections and (e) revenues from AEP Energy.  AEP Energy is our CRES provider and
part of our Generation & Marketing segment which targets retail customers, both within and outside of our
retail service territory. 
 
Customer Demand 
 
In comparison to 2012, our weather-normalized retail sales decreased 1.6% for the year ended December 31,
2013.  Our industrial sales declined 4.5% partially due to lower production levels at Ormet, a large aluminum
company.  Ormet had a contract to purchase power from OPCo through 2018.  In October 2013, Ormet
announced that it was unable to emerge from bankruptcy and shut down its operations effective
immediately.  The loss of Ormet's load will not have a material impact on future gross margin.  Power
previously sold to Ormet will be available to be sold into wholesale markets. 
 
In 2014, we anticipate weather-normalized retail sales will decline by 1.1%.  Excluding Ormet, total weather-
normalized retail sales are projected to increase by 0.1% in 2014.  The largest decline is projected to occur in
the industrial class, principally due to Ormet’s decision to shut down.  Excluding Ormet, the industrial class is
projected to grow by 1.2% in 2014, primarily related to a number of new oil and natural gas expansions,
especially around the major shale gas areas within AEP's footprint.  Weather-normalized residential sales are 
projected to decline by 0.9% in 2014, continuing the recent trend of declining use per customer related to
higher saturations of energy efficient appliances and the promotion of utility sponsored energy efficiency
programs.  The commercial class energy sales are projected to remain flat compared to 2013. 
 
PJM Capacity Auction 
 
AGR is required to offer all of its available generation in the PJM Reliability Pricing Model (RPM) auction,
which is conducted three years in advance of the actual delivery year.  Therefore, the majority of AGR
generation assets are subject to PJM capacity prices for periods after May 2015.  Through May 2015, AGR will
provide generation capacity to OPCo for both switched and non-switched OPCo generation customers.  For 
switched customers, OPCo pays AGR $188.88/MW day.  For non-switched OPCo generation customers, OPCo 
pays AGR for capacity.  AGR’s non-OPCo load is subject to the PJM RPM auction.  Shown below are the
current auction prices for capacity, as announced/settled by PJM: 
 

 
We formed a coalition with other utility companies to address mutual concerns related to the PJM capacity 
auction process, including: (a) import limits for power without firm transmission, (b) placing bidding caps on 

 

   PJM Base 
PJM Auction Period Auction Price 

  (per MW day)  
June 2013 through May 2014  $ 27.73 
June 2014 through May 2015   125.99 
June 2015 through May 2016   136.00 
June 2016 through May 2017   59.37 
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available demand response resources in comparison to base generation capacity, (c) modification and
enforcement of the timing of demand response requirements to better reflect real-time capacity requirements
and (d) tightened rules for incremental auctions in which speculative bidders sell resources in the base auction
and buy back that capacity in an incremental auction, resulting in no additional capacity and lower market
prices.  PJM has made three FERC filings related to the first three issues.  We anticipate that another filing will
be made by PJM later in the first quarter of  
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2014 to address the fourth issue.  In January 2014, FERC accepted without modification PJM's filed
recommendations on placing bidding caps on certain demand response products that are available only during
the summer period.  We expect to receive FERC decisions on the other filings prior to the next RPM auction in
May 2014. 
 
Turk Plant 
 
SWEPCo constructed the Turk Plant, a new base load 600 MW pulverized coal ultra-supercritical generating 
unit in Arkansas, which was placed into service in December 2012.  SWEPCo owns 73% (440 MW) of the
Turk Plant and operates the facility.  As of December 31, 2013, SWEPCo’s share of incurred construction 
expenditures for the Turk Plant was approximately $1.758 billion.  As of December 31, 2013, a pretax
provision of $59 million has been recorded for costs incurred in excess of a Texas cost cap, resulting in total net
capitalized expenditures of $1.699 billion. 
 
The APSC granted approval for SWEPCo to build the Turk Plant by issuing a Certificate of Environmental
Compatibility and Public Need (CECPN) for the SWEPCo Arkansas jurisdictional share of the Turk Plant.  In
June 2010, in response to an Arkansas Supreme Court decision, the APSC issued an order which reversed and
set aside the previously granted CECPN.  This Turk Plant output that is currently not subject to cost-based rate 
recovery and is being sold into the wholesale market.  If SWEPCo cannot ultimately recover its investment and
expenses related to the Turk Plant or transmission lines, it could reduce future net income and cash flows and
impact financial condition.  See the “Turk Plant” section of Note 4. 
 
2012 Texas Base Rate Case 
 
In December 2013, the PUCT issued an order granting rehearing and reversed its decision on consolidated tax
savings increasing SWEPCo’s annual revenues by $5 million.  In January 2014, the PUCT determined that
AFUDC was excluded from the Turk Plant’s Texas jurisdictional capital cost cap.  As a result of these rulings,
in the fourth quarter of 2013, SWEPCo reversed $114 million of previously recorded regulatory disallowances. 
These rulings also increased SWEPCo’s previously approved annual base rates by a total of $13 million.  The 
resulting annual base rate increase is approximately $52 million.  See the “Turk Plant” and the “2012 Texas 
Base Rate Case” sections of Note 4. 
 
2012 Louisiana Formula Rate Filing 
 
In 2012, SWEPCo initiated a proceeding to establish new formula base rates in Louisiana, including recovery
of the Louisiana jurisdictional share of the Turk Plant.  In February 2013, a settlement was approved by the
LPSC that increased Louisiana total rates by approximately $2 million annually, effective March 2013.  The
March 2013 base rates are based upon a 10% return on common equity and cost recovery of the Louisiana
jurisdictional share of the Turk Plant and Stall Unit, subject to refund.  The settlement also provided that the
LPSC will review base rates in 2014 and 2015 and that SWEPCo will recover non-fuel Turk Plant costs and a
full weighted-average cost of capital return on the prudently incurred Turk Plant investment in jurisdictional
rate base, effective January 2013.  In May 2013, SWEPCo filed testimony in the prudency review of the Turk
Plant.  If the LPSC orders refunds based upon the pending staff review of the cost of service or the prudency
review of the Turk Plant, it could reduce future net income and cash flows and impact financial condition.  See
the “2012 Louisiana Formula Rate Filing” section of Note 4. 
 
Welsh Plant, Units 1 and 3 - Environmental Projects 
 
To comply with pending Federal EPA regulations, SWEPCo is currently constructing environmental control
projects to meet Mercury and Air Toxics Standards for Welsh Plant, Units 1 and 3 at a cost of approximately
$410 million, excluding AFUDC.  Management currently estimates that the total environmental projects to be 
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completed through 2020 for Welsh Plant, Units 1 and 3 will cost approximately $600 million, excluding
AFUDC.  As of December 31, 2013, SWEPCo has incurred $32 million in costs related to these
projects.  SWEPCo will seek recovery of costs it incurs from these projects from its state commissions and
FERC customers. 
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2011 Indiana Base Rate Case 
 
In 2013, the IURC issued an order that granted a $92 million annual increase in base rates based upon a return
on common equity of 10.2%.  In March 2013, the Indiana Office of Utility Consumer Counselor (OUCC) filed
an appeal of the orders with the Indiana Court of Appeals.  In September 2013, the OUCC filed a brief on
appeal that included objections to certain aspects of the rate case.  If any part of the IURC order is overturned
by the Indiana Court of Appeals, it could reduce future net income and cash flows.  See the “2011 Indiana Base 
Rate Case” section of Note 4. 
 
2014 Oklahoma Base Rate Case 
 
In January 2014, PSO filed a request with the OCC to increase annual base rates by $38 million, based upon a
10.5% return on common equity.  This revenue increase includes a proposed increase in depreciation rates of
$29 million.  In addition, the filing proposed recovery of advanced metering costs through a separate rider over
a three-year deployment period requesting $7 million of revenues in year one, increasing to $28 million in year
three.  The filing also proposed expansion of an existing transmission rider currently recovered in base rates to
include additional types of transmission costs that are expected to increase over the next several years. 
 
Rockport Plant Clean Coal Technology Project (CCT Project) 
 
In April 2013, I&M filed an application with the IURC seeking approval of a Certificate of Public Convenience
and Necessity (CPCN) to retrofit both units of the Rockport Plant with a dry sorbent injection system.  The
estimated cost in the application was $285 million, excluding AFUDC to be shared equally between I&M and
AEGCo.  In November 2013, the IURC approved a settlement agreement that included the approval of the
CPCN with an updated estimated CCT Project cost of $258 million, excluding AFUDC, and the recovery of the
Indiana jurisdictional share of I&M’s ownership share.  As of December 31, 2013, we have incurred costs of
$109 million related to the CCT Project, including AFUDC.  See the “Rockport Plant Clean Coal Technology 
Project (CCT Project)” section of Note 4. 
 
Cook Plant Life Cycle Management Project (LCM Project) 
 
In April and May 2012, I&M filed a petition with the IURC and the MPSC, respectively, for approval of the
LCM Project, which consists of a group of capital projects to ensure the safe and reliable operations of the
Cook Plant through its licensed life (2034 for Unit 1 and 2037 for Unit 2).  The estimated cost of the LCM
Project is $1.2 billion to be incurred through 2018, excluding AFUDC.  As of December 31, 2013, I&M has
incurred costs of $380 million related to the LCM Project, including AFUDC. 
 
In July 2013, the IURC approved I&M’s proposed project with the exception of an estimated $23 million
related to certain items which the IURC stated I&M could seek recovery of in a subsequent base rate
case.  I&M will recover approved costs through an LCM rider which will be determined in semi-annual 
proceedings.  The IURC authorized deferral accounting for costs incurred related to certain projects effective
January 2012 to the extent such costs are not reflected in rates.  In October 2013, I&M filed an application with
the IURC for LCM rider rates effective January 2014.  In December 2013, the IURC issued an interim order
authorizing the implementation of LCM rider rates effective January 2014, subject to reconciliation upon the
issuance of a final order by the IURC. 
 
In January 2013, the MPSC approved a Certificate of Need (CON) for the LCM Project and authorized deferral
accounting for costs incurred related to the approved projects effective January 2013 until these costs are
included in rates.  In February 2013, intervenors filed appeals with the Michigan Court of Appeals objecting to
the issuance of the CON. 
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If I&M is not ultimately permitted to recover its LCM Project costs, it could reduce future net income and cash
flows and impact financial condition.  See “Cook Plant Life Cycle Management Project (LCM Project)” section 
of Note 4. 
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Repositioning Efforts 
 
In April 2012, we initiated a process to identify strategic repositioning opportunities and efficiencies that
resulted in sustainable cost savings.  This process included evaluations of our employee and retiree benefit
programs as well as evaluations of the functional effectiveness and staffing levels of our finance and
accounting, information technology, generation and supply chain and procurement organizations.  While we
have completed certain aspects of this program, our continuous improvement initiatives in generation,
distribution, transmission, supply chain, procurement and the corporate center continues to yield cost savings
for many of our subsidiaries, allowing us to direct many of these savings into infrastructure and other areas of
our business. 
 
LITIGATION 
 
In the ordinary course of business, we are involved in employment, commercial, environmental and regulatory
litigation.  Since it is difficult to predict the outcome of these proceedings, we cannot predict the eventual
resolution, timing or amount of any loss, fine or penalty.  We assess the probability of loss for each contingency
and accrue a liability for cases that have a probable likelihood of loss if the loss can be estimated.  For details
on our regulatory proceedings and pending litigation see Note 4 – Rate Matters and Note 6 – Commitments, 
Guarantees and Contingencies.  Adverse results in these proceedings have the potential to reduce future net
income and cash flows and impact financial condition. 
 
Rockport Plant Litigation 
 
In July 2013, the Wilmington Trust Company filed a complaint in U.S. District Court for the Southern District
of New York against AEGCo and I&M alleging that it will be unlawfully burdened by the terms of the
modified NSR consent decree after the Rockport Plant, Unit 2 lease expiration in December 2022.  The terms
of the consent decree allow the installation of environmental emission control equipment, repowering or
retirement of the unit.  The plaintiff further alleges that the defendants’ actions constitute breach of the lease 
and participation agreement.  The plaintiff seeks a judgment declaring that the defendants breached the lease,
must satisfy obligations related to installation of emission control equipment and indemnify the plaintiff.  The
New York court has granted our motion to transfer this case to the U.S. District Court for the Southern District
of Ohio.  Our motion to dismiss the case, filed in October 2013, is pending.  We will continue to defend against
the claims.  We are unable to determine a range of potential losses that are reasonably possible of occurring. 
 
ENVIRONMENTAL ISSUES 
 
We are implementing a substantial capital investment program and incurring additional operational costs to
comply with environmental control requirements.  We will need to make additional investments and
operational changes in response to existing and anticipated requirements such as CAA requirements to reduce
emissions of SO2, NOx, PM and hazardous air pollutants (HAPs) from fossil fuel-fired power plants, proposals 
governing the beneficial use and disposal of coal combustion products and proposed clean water rules. 
  
We are engaged in litigation about environmental issues, have been notified of potential responsibility for the
clean-up of contaminated sites and incur costs for disposal of SNF and future decommissioning of our nuclear
units.  We, along with various industry groups, affected states and other parties have challenged some of the
Federal EPA requirements in court.  We are also engaged in the development of possible future requirements
including the items discussed below and reductions of CO2 emissions to address concerns about global climate
change.  We believe that further analysis and better coordination of these environmental requirements would
facilitate planning and lower overall compliance costs while achieving the same environmental goals. 
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We will seek recovery of expenditures for pollution control technologies and associated costs from customers
through rates in regulated jurisdictions.  Environmental rules could result in accelerated depreciation,
impairment of assets or regulatory disallowances.  If we are unable to recover the costs of environmental
compliance, it would reduce future net income and cash flows and impact financial condition. 
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Environmental Controls Impact on the Generating Fleet 
 
The rules and proposed environmental controls discussed in the next several sections will have a material
impact on the generating units in the AEP System.  We continue to evaluate the impact of these rules, project
scope and technology available to achieve compliance.  As of December 31, 2013, the AEP System had a total
generating capacity of nearly 37,600 MWs, of which over 23,700 MWs are coal-fired.  We continue to refine 
the cost estimates of complying with these rules and other impacts of the environmental proposals on our coal-
fired generating facilities.  Based upon our estimates, investment to meet these proposed requirements ranges
from approximately $3 billion to $3.5 billion between 2013 and 2020.  These amounts include investments to
convert some of our coal generation to natural gas.  If natural gas conversion is not completed, these units could
be retired sooner than planned. 
 
The cost estimates will change depending on the timing of implementation and whether the Federal EPA
provides flexibility in the final rules.  The cost estimates will also change based on: (a) the states’
implementation of these regulatory programs, including the potential for state implementation plans or federal
implementation plans that impose more stringent standards, (b) additional rulemaking activities in response to
court decisions, (c) the actual performance of the pollution control technologies installed on our units, (d)
changes in costs for new pollution controls, (e) new generating technology developments, (f) total MWs of
capacity retired and replaced, including the type and amount of such replacement capacity and (g) other
factors.  In addition, we are continuing to evaluate the economic feasibility of environmental investments on
nonregulated plants. 
 
Subject to the factors listed above and based upon our continuing evaluation, we intend to retire the following 
plants or units of plants before or during 2016: 
 

 
As of December 31, 2013, the net book value of the AGR units listed above was zero.  The net book value,
before cost of removal, including related material and supplies inventory and CWIP balances of the other plants
in the table above was $1 billion.  See Note 5 for further discussion. 
 
In 2013, we re-evaluated potential courses of action with respect to the planned operation of Muskingum River
Plant, Unit 5 and concluded that completion of a refueling project which would extend the unit’s useful life is 
remote.  As a result, in 2013, we completed an impairment analysis and recorded a $154 million pretax ($99
million, net of tax) impairment charge for AGR’s net book value of Muskingum River Plant, Unit 5.  We 
expect to retire the plant no later than 2015.  See “Muskingum River Plant, Unit 5” section of Note 7. 

 

     Generating 
Company  Plant Name and Unit  Capacity 

     (in MWs)  
APCo  Clinch River Plant, Unit 3    235 
APCo  Glen Lyn Plant    335 
APCo  Kanawha River Plant    400 
APCo/AGR  Sporn Plant, Units 1-4    600 
I&M  Tanners Creek Plant, Units 1-4    995 
KPCo  Big Sandy Plant, Unit 2    800 
AGR  Kammer Plant    630 
AGR  Muskingum River Plant, Units 1-5    1,440 
AGR  Picway Plant    100 
PSO  Northeastern Station, Unit 4    470 
SWEPCo  Welsh Plant, Unit 2    528 

Total      6,533 
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In addition, we are in the process of obtaining permits and other necessary regulatory approvals for either the
conversion of some of our coal units to natural gas or installing emission control equipment on certain
units.  The following table lists the plants or units that are either awaiting regulatory approval or are still being
evaluated by management based on changes in emission requirements and demand for power: 
 

 
As of December 31, 2013, the net book value before cost of removal, including related material and supplies
inventory and CWIP balances, of the plants in the table above was $295 million. 
 
Volatility in natural gas prices, pending environmental rules and other market factors could also have an
adverse impact on the accounting evaluation of the recoverability of the net book values of coal-fired units.  For 
regulated plants that we may close early, we are seeking regulatory recovery of remaining net book values.  To
the extent existing generation assets and the cost of new equipment and converted facilities are not recoverable,
it could materially reduce future net income and cash flows. 
 
Modification of the NSR Litigation Consent Decree 
 
In 2007, the U.S. District Court for the Southern District of Ohio approved a consent decree between the AEP
subsidiaries in the eastern area of the AEP System and the Department of Justice, the Federal EPA, eight
northeastern states and other interested parties to settle claims that the AEP subsidiaries violated the NSR
provisions of the CAA when it undertook various equipment repair and replacement projects over a period of
nearly 20 years.  The consent decree’s terms include installation of environmental control equipment on certain
generating units, a declining cap on SO2 and NOx emissions from the AEP System and various mitigation
projects. 
 
The original consent decree required certain types of control equipment to be installed at Muskingum River
Plant, Unit 5, Big Sandy Plant, Unit 2 and the two units of the Rockport Plant in 2015, 2017 and 2019,
respectively.  In January 2013, an agreement to modify the consent decree was reached and filed with the
court.  The terms of the agreement include more options for the affected units (including alternative control
technologies, re-fueling and/or retirement), more stringent SO2 emission caps for the AEP System and 
additional mitigation measures.  The modified consent decree was approved by the court in May 2013.  For the
units of the Rockport Plant, the modified decree requires installation of dry sorbent injection technology for
SO2 control on both units in 2015.  In addition, the consent decree imposes a declining plant-wide cap on SO2

emissions beginning in 2016. 
 
Oklahoma Environmental Compliance Plan 
 
In September 2012, PSO filed an environmental compliance plan with the OCC reflecting the retirement of
Northeastern Station (NES), Unit 4 in 2016 and additional environmental controls on NES, Unit 3 to continue
operations through 2026.  As of December 31, 2013, the net book values of NES, Units 3 and 4 were $208
million and $106 million, respectively, before cost of removal, including materials and supplies inventory and
CWIP.  In August 2013, the OCC dismissed PSO’s environmental compliance plan case without prejudice but
will permit PSO to seek recovery in a future proceeding.  PSO will address the environmental compliance plan 

 

      Generating 
Company  Plant Name and Unit Capacity 

     (in MWs)  
KPCo  Big Sandy Plant, Unit 1    278 
PSO  Northeastern Station, Unit 3    470 

Total       748 
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issues in future regulatory proceedings when it seeks cost recovery of the plan.  If PSO is ultimately not
permitted to fully recover its net book value of NES, Units 3 and 4 and other environmental compliance costs,
it could reduce future net income and cash flows and impact financial condition. 
 
Clean Air Act Requirements 
 
The CAA establishes a comprehensive program to protect and improve the nation’s air quality and control 
sources of air emissions.  The states implement and administer many of these programs and could impose
additional or more stringent requirements. 
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The Federal EPA issued the Clean Air Interstate Rule (CAIR) in 2005 requiring specific reductions in SO2 and 
NOx emissions from power plants.  In 2008, the District of Columbia Circuit Court of Appeals issued a
decision remanding CAIR to the Federal EPA.  The Federal EPA issued the Cross-State Air Pollution Rule 
(CSAPR) (discussed in detail below) in August 2011 to replace CAIR.  The CSAPR was challenged in the
courts.  The U.S. Court of Appeals for the District of Columbia Circuit issued an order in December 2011
staying the effective date of the rule pending judicial review.  In 2012, a panel of the U.S. Court of Appeals for
the District of Columbia Circuit issued a decision vacating and remanding CSAPR to the Federal EPA with
instructions to continue implementing CAIR until a replacement rule is finalized.  That decision has been
appealed to the U.S. Supreme Court.  Nearly all of the states in which our power plants are located are covered
by CAIR. 
 
The Federal EPA issued the final maximum achievable control technology (MACT) standards for coal and oil-
fired power plants (discussed in detail below) in 2012. 
 
The Federal EPA issued a Clean Air Visibility Rule (CAVR), detailing how the CAA’s requirement that certain 
facilities install best available retrofit technology (BART) to address regional haze in federal parks and other 
protected areas.  BART requirements apply to facilities built between 1962 and 1977 that emit more than 250 
tons per year of certain pollutants in specific industrial categories, including power plants.  CAVR will be 
implemented through individual state implementation plans (SIPs) or, if SIPs are not adequate or are not 
developed on schedule, through federal implementation plans (FIPs).  The Federal EPA proposed disapproval 
of SIPs in a few states, including Arkansas.  The Arkansas SIP was disapproved and the state is developing a 
revised submittal.  In June 2012, the Federal EPA published revisions to the regional haze rules to allow states 
participating in the CSAPR trading programs to use those programs in place of source-specific BART for SO2

and NOx emissions based on its determination that CSAPR results in greater visibility improvements than 
source-specific BART in the CSAPR states.  This rule is being challenged in the U.S. Court of Appeals for the 
District of Columbia Circuit and its fate is uncertain given developments in the CSAPR litigation. 
 
In 2009, the Federal EPA issued a final mandatory reporting rule for CO2 and other greenhouse gases covering 
a broad range of facilities emitting in excess of 25,000 tons of CO2 emissions per year.   The Federal EPA 
issued a final endangerment finding for greenhouse gas emissions from new motor vehicles in 2009.  The
Federal EPA determined that greenhouse gas emissions from stationary sources will be subject to regulation
under the CAA beginning January 2011 and finalized its proposed scheme to streamline and phase-in 
regulation of stationary source CO2 emissions through the NSR prevention of significant deterioration and Title
V operating permit programs through the issuance of final federal rules, SIP calls and FIPs.  The Federal EPA
has proposed to include CO2 emissions in standards that apply to new electric utility units and will consider
whether such standards are appropriate for other source categories in the future. 
 
The Federal EPA has also issued new, more stringent national ambient air quality standards (NAAQS) for PM,
SO2, NOx and lead, and is currently reviewing the NAAQS for ozone.  States are in the process of evaluating
the attainment status and need for additional control measures in order to attain and maintain the new NAAQS
and may develop additional requirements for our facilities as a result of those evaluations.  We cannot currently
predict the nature, stringency or timing of those requirements. 
 
Notable developments in significant CAA regulatory requirements affecting our operations are discussed in the
following sections. 
 
Cross-State Air Pollution Rule (CSAPR) 
 

 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1109 of 1829



In 2011, the Federal EPA issued CSAPR.  Certain revisions to the rule were finalized in 2012.  CSAPR relies 
on newly-created SO2 and NOx allowances and individual state budgets to compel further emission reductions 
from electric utility generating units in 28 states.  Interstate trading of allowances is allowed on a restricted sub-
regional basis.  Arkansas and Louisiana are subject only to the seasonal NOx program in the rule.  Texas is 
subject to the annual programs for SO2 and NOx in addition to the seasonal NOx program.  The annual SO2

allowance budgets in Indiana, Ohio and West Virginia were reduced significantly in the rule.  A supplemental 
rule includes Oklahoma in the seasonal NOx program.  The supplemental rule was finalized in December 2011 
with an increased NOx emission budget for the 2012 compliance year.  The Federal EPA issued a final Error 
Corrections Rule and further CSAPR revisions in 2012 to make corrections to state budgets and unit allocations 
and to remove the restrictions on interstate trading in the first phase of CSAPR. 
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Numerous affected entities, states and other parties filed petitions to review the CSAPR in the U.S. Court of 
Appeals for the District of Columbia Circuit.  Several of the petitioners filed motions to stay the 
implementation of the rule pending judicial review.  In 2011, the court granted the motions for stay.  In 2012, 
the panel issued a decision vacating and remanding CSAPR to the Federal EPA with instructions to continue 
implementing the Clean Air Interstate Rule until a replacement rule is finalized.  The majority determined that 
the CAA does not allow the Federal EPA to “overcontrol” emissions in an upwind state and that the Federal 
EPA exceeded its statutory authority by failing to allow states an opportunity to develop their own 
implementation plans before issuing a FIP.  The Federal EPA and other respondents filed petitions for 
rehearing but in January 2013, the U.S. Court of Appeals for the District of Columbia Circuit denied all 
petitions for rehearing.  The petition for further review filed by the Federal EPA and other parties in the U.S. 
Supreme Court was granted in June 2013.  Separate appeals of the supplemental rule, the Error Corrections 
Rule and the further revisions have been filed, but are being held in abeyance. 
 
The time frames and stringency of the required emission reductions, coupled with the lack of robust interstate 
trading and the elimination of historic allowance banks, pose significant concerns for the AEP System and our 
electric utility customers.  We cannot predict the outcome of the pending litigation. 
 
Mercury and Other Hazardous Air Pollutants Regulation 
 
In 2012, the Federal EPA issued a rule addressing a broad range of HAPs from coal and oil-fired power 
plants.  The rule establishes unit-specific emission rates for mercury, PM (as a surrogate for particles of 
nonmercury metal) and hydrogen chloride (as a surrogate for acid gases) for units burning coal on a site-wide 
30-day rolling average basis.  In addition, the rule proposes work practice standards, such as boiler tune-ups, 
for controlling emissions of organic HAPs and dioxin/furans.  The effective date of the final rule was April 16, 
2012 and compliance is required within three years.  We are participating through various organizations in the 
petitions for administrative reconsideration and judicial review that have been filed.  In 2012, the Federal EPA 
published a notice announcing that it would accept comments on its reconsideration of certain issues related to 
the new source standards, including clarification of the requirements that apply during periods of start-up and 
shut down, measurement issues and the application of variability factors that may have an impact on the level 
of the standards.  The Federal EPA issued revisions to the new source standards consistent with the proposed 
rule, except the start-up and shut down provisions in March 2013.  The Federal EPA is still considering 
additional changes to the start-up and shut down provisions. 
 
The final rule contains a slightly less stringent PM limit for existing sources than the original proposal and
allows operators to exclude periods of start-up and shut down from the emissions averaging periods.  The
compliance time frame remains a serious concern.  A one-year administrative extension may be available if the
extension is necessary for the installation of controls or to avoid a serious reliability problem.  In addition, the
Federal EPA issued an enforcement policy describing the circumstances under which an administrative consent
order might be issued to provide a fifth year for the installation of controls or completion of reliability
upgrades.  We are concerned about the availability of compliance extensions and the inability to foreclose
citizen suits being filed under the CAA for failure to achieve compliance by the required deadlines.  We are
participating in petitions for review filed in the U.S. Court of Appeals for the District of Columbia Circuit by
several organizations of which we are members.  Certain issues related to the standards for new coal-fired units 
have been severed from the main case and are being held in abeyance pending completion of the Federal EPA’s 
reconsideration proceeding.  The case is briefed and argued, and remains pending before the court. 
 
Regional Haze 
 
In 2011, the Federal EPA proposed to approve in part and disapprove in part the regional haze SIP submitted by
the State of Oklahoma through the Department of Environmental Quality.  The Federal EPA proposed to 
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approve all of the NOx control measures in the SIP and disapprove the SO2 control measures for six electric 
generating units, including two units owned by PSO.  The Federal EPA finalized a FIP that would require these
units to install technology capable of reducing SO2 emissions to 0.06 pounds per million British thermal units
within five years of the effective date of the FIP.  PSO filed a petition for review of the FIP in the Tenth Circuit
Court of Appeals and engaged in settlement discussions with the Federal EPA, the State of Oklahoma and other
parties.  In November 2012, we notified the court that the parties had reached agreement on a settlement that
would provide for submission of a revised Regional Haze SIP requiring the retirement of one coal-fired unit of 
PSO’s Northeastern Station no later  
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than 2016, installation of emission controls on the second coal-fired Northeastern unit in 2016 and retirement of 
the second unit no later than 2026.  The Tenth Circuit Court of Appeals is holding the appeal in abeyance
pending implementation of the settlement.  A revised regional haze SIP was adopted by the State of Oklahoma
and the Federal EPA approved the revised SIP in February 2014.  Upon publication of the final approval and
withdrawal of the FIP, the Tenth Circuit proceeding will be dismissed. 
 
CO2 Regulation 

 
In March 2012, the Federal EPA issued a proposal to regulate CO2 emissions from new fossil fuel-fired 
electricity generating units.  The proposed rule establishes a new source performance standard of 1,000 pounds
of CO2 per megawatt hour of electricity generated, a rate that most natural gas combined cycle units can meet,
but that is substantially below the emission rate of a new pulverized coal generator or an integrated gas
combined cycle unit that uses coal for fuel.  As proposed, the rule does not apply to new gas-fired stationary 
combustion turbines used as peaking units, does not apply to existing, modified or reconstructed sources and
does not apply to units whose CO2 emission rate increases as a result of the addition of pollution control
equipment to control criteria pollutant emissions or HAPs.  The rule is not anticipated to have a significant
immediate impact on the AEP System since it does not apply to existing units or units that have already
commenced construction.  New source performance standards affect units that have not yet received
permits.  The proposed standards were challenged in the U.S. Court of Appeals for the District of Columbia
Circuit.  That case was dismissed because the court determined that no final agency action had yet been taken. 
 
In June 2013, President Obama issued a memorandum to the Administrator of the Federal EPA directing the 
agency to develop and issue a new proposal regulating carbon emissions from new electric generating units in 
September 2013.  The new proposal was issued in September 2013 and requires new large natural gas units to 
meet 1,000 pounds of CO2 per MWh of electricity generated and small natural gas units to meet 1,100 pounds 
of CO2 per MWh.  New coal-fired units are required to meet the 1,100 pounds of CO2 per MWh limit, with the 
option to meet the tighter limits if they choose to average emissions over multiple years.  This proposal was 
published in the Federal Register in January 2014 and the March 2012 proposal has been withdrawn. 
 
The Federal EPA was also directed to develop and issue a separate proposal regulating carbon emissions from 
existing, modified and reconstructed electric generating units before June 2014, to finalize those standards by 
June 2015 and to require states to submit revisions to their implementation plans including such standards no 
later than June 2016.  The President directed the Federal EPA, in developing this proposal, to directly engage 
states, leaders in the power sector, labor leaders and other stakeholders, to tailor the regulations to reduce costs, 
to develop market-based instruments and allow regulatory flexibilities and “assure that the standards are 
developed and implemented in a manner consistent with the continued provision of reliable and affordable 
electric power.”  We cannot currently predict the impact these programs may have on future resource plans or 
our existing generating fleet, but the costs may be substantial. 
 
In June 2012, the U.S. Court of Appeals for the District of Columbia Circuit issued a decision upholding, in all 
material respects, the Federal EPA’s endangerment finding, its regulatory program for CO2 emissions from 
new motor vehicles and its plan to phase in regulation of CO2 emissions from stationary sources under the 
Prevention of Significant Deterioration (PSD) and Title V operating permit programs.  A petition for rehearing 
was filed which the court denied in December 2012.  The U.S. Supreme Court granted several petitions for 
review and will determine whether the Federal EPA made a reasonable determination that adoption of the 
motor vehicle standards trigger PSD and Title V permitting obligations for stationary sources.  A decision is 
expected by June 2014. 
 
The Federal EPA also finalized a rule in June 2012 that retains the current thresholds for permitting stationary 
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sources under the PSD and Title V operating permit programs at 100,000 tons per year for new sources and 
75,000 tons per year for modified sources.  The Federal EPA also confirmed that it will re-evaluate these 
thresholds during its five-year review in 2016.  Our generating units are large sources of CO2 emissions and we 
will continue to evaluate the permitting obligations in light of these thresholds. 
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Coal Combustion Residual Rule 
 
In 2010, the Federal EPA published a proposed rule to regulate the disposal and beneficial re-use of coal 
combustion residuals, including fly ash and bottom ash generated at coal-fired electric generating units.  The 
rule contains two alternative proposals.  One proposal would impose federal hazardous waste disposal and
management standards on these materials and another would allow states to retain primary authority to regulate
the beneficial re-use and disposal of these materials under state solid waste management standards, including
minimum federal standards for disposal and management.  Both proposals would impose stringent requirements
for the construction of new coal ash landfills and would require existing unlined surface impoundments to
upgrade to the new standards or stop receiving coal ash and initiate closure within five years of the issuance of
a final rule.  In 2011, the Federal EPA issued a notice of data availability requesting comments on a number of
technical reports and other data received during the comment period for the original proposal and requesting
comments on potential modeling analyses to update its risk assessment.  In 2013, the Federal EPA also issued a
notice of data availability requesting comments on a narrow set of items. 
 
Various environmental organizations and industry groups filed a petition seeking to establish deadlines for a
final rule.  The Federal EPA opposed the petition and sought additional time to coordinate the issuance of a
final rule with the issuance of new effluent limitations under the Clean Water Act for utility facilities.  In
October 2013, the U.S. District Court for the District of Columbia issued a final order partially ruling in favor
of the Federal EPA for dismissal of two counts, ruling in favor of the environmental organizations on one count
and directing the Federal EPA to provide the court with a proposed schedule for completion of the
rulemaking.  In January 2014, the parties filed a motion with the court to establish December 2014 as the
Federal EPA’s deadline for publication of the rule.  The court will establish a deadline for the final rule
following a comment period for interested parties. 
 
In February 2014, the Federal EPA completed an evaluation of the beneficial uses of coal fly ash in concrete
and wallboard and concluded that the Federal EPA supports these beneficial uses.  Currently, approximately 
40% of the coal ash and other residual products from our generating facilities are re-used in the production of 
cement and wallboard, as structural fill or soil amendments, as abrasives or road treatment materials and for
other beneficial uses.  Certain of these uses would no longer be available and others are likely to significantly
decline if coal ash and related materials are classified as hazardous wastes.  In addition, we currently use
surface impoundments and landfills to manage these materials at our generating facilities and will incur
significant costs to upgrade or close and replace these existing facilities under the proposed solid waste
management alternative.  Regulation of these materials as hazardous wastes would significantly increase these
costs.  As the rule is not final, we are unable to determine a range of potential costs that are reasonably possible
of occurring but expect the costs to be significant. 
 
Clean Water Act Regulations 
 
In 2011, the Federal EPA issued a proposed rule setting forth standards for existing power plants that will
reduce mortality of aquatic organisms pinned against a plant’s cooling water intake screen (impingement) or 
entrained in the cooling water.  Entrainment is when small fish, eggs or larvae are drawn into the cooling water
system and affected by heat, chemicals or physical stress.  The proposed standards affect all plants withdrawing
more than two million gallons of cooling water per day and establish specific intake design and intake velocity
standards meant to allow fish to avoid or escape impingement.  Compliance with this standard is required
within eight years of the effective date of the final rule.  The proposed standard for entrainment for existing
facilities requires a site-specific evaluation of the available measures for reducing entrainment.  The proposed
entrainment standard for new units at existing facilities requires either intake flows commensurate with closed
cycle cooling or achieving entrainment reductions equivalent to 90% or greater of the reductions that could be
achieved with closed cycle cooling.  Plants withdrawing more than 125 million gallons of cooling water per day 
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must submit a detailed technology study to be reviewed by the state permitting authority.  We are evaluating
the proposal and engaged in the collection of additional information regarding the feasibility of implementing
this proposal at our facilities.  In June 2012, the Federal EPA issued additional Notices of Data Availability and
requested public comments.  We submitted comments in July 2012.  Issuance of a final rule is expected in
2014.  We are preparing to begin activities to implement the rule following its issuance and an analysis of the
final requirements. 
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In addition, the Federal EPA issued an information collection request and is developing revised effluent
limitation guidelines for electricity generating facilities.  A proposed rule was signed in April 2013 with a final
rule expected in 2014.  The Federal EPA proposed eight options of increasing stringency and cost for fly ash
and bottom ash transport water, scrubber wastewater, leachate from coal combustion byproduct landfills and
impoundments and other wastewaters associated with coal-fired generating units, with four labeled preferred 
options.  Certain of the Federal EPA's preferred options have already been implemented or are part of our long-
term plans.  We continue to review the proposal in detail to evaluate whether our plants are currently meeting
the proposed limitations, what technologies have been incorporated into our long-range plans and what 
additional costs might be incurred if the Federal EPA's most stringent options were adopted.  We submitted
detailed comments to the Federal EPA in September 2013 and participated in comments filed by various
organizations of which we are members. 
 
Climate Change 
 
National public policy makers and regulators in the 11 states we serve have diverse views on climate
change.  We are currently focused on responding to these emerging views with prudent actions, such as
improving energy efficiency, investing in developing cost-effective and less carbon-intensive technologies and
evaluating our assets across a range of plausible scenarios and outcomes.  We are also active participants in a
variety of public policy discussions at state and federal levels to assure that proposed new requirements are
feasible and the economies of the states we serve are not placed at a competitive disadvantage. 
 
While comprehensive economy-wide regulation of CO2 emissions might be achieved through future legislation,
Congress has yet to enact such legislation.  The Federal EPA continues to take action to regulate CO2 emissions 
under the existing requirements of the CAA. 
 
Several states have adopted programs that directly regulate CO2 emissions from power plants.  The majority of 
the states where we have generating facilities have passed legislation establishing renewable energy, alternative 
energy and/or energy efficiency requirements.  We are taking steps to comply with these requirements.  In 
order to meet these requirements and as a key part of our corporate sustainability effort, we pledged to increase 
our wind power. 
 
We have taken measurable, voluntary actions to reduce and offset our CO2 emissions.  We estimate that our 
2013 emissions were approximately 115 million metric tons.  This represents a reduction of 21% compared to
our 2005 CO2 emissions of approximately 145 million metric tons. 
 
Future federal and state legislation or regulations that mandate limits on the emission of CO2 could result in 
significant increases in capital expenditures and operating costs, which, in turn, could lead to increased liquidity
needs and higher financing costs.  Excessive costs to comply with future legislation or regulations might force
our utility subsidiaries to close some coal-fired facilities and could lead to possible impairment of
assets.  Public perception may ultimately have a significant impact on future legislation and regulation that
could adversely affect our ability to recover our investments in coal-fired plants. 
 
Climate change and its resultant impact on weather patterns could modify our customers’ power usage.  Our 
customers’ energy needs currently vary with weather conditions and the economy.  Increased or decreased
energy usage could require the acquisition or construction of more generation and transmission assets or cause
early retirement of such assets.  The timing and duration of extreme weather conditions may require more
system backup and contribute to increased system stresses, including service interruptions and increased storm
restoration costs.  Extreme weather conditions that create high energy demand could raise electricity prices,
which could increase the cost of energy we provide to our customers and could provide opportunity for 
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increased wholesale sales and higher margins. 
 
To the extent climate change affects a region’s economic health, it could also affect our revenues.  Our
financial performance is tied to the health of the regional economies we serve.  The price of energy, as a factor
in a region's cost of living as well as an important input into the cost of goods, has an impact on the economic
health of our communities.  The cost of additional regulatory requirements would normally be borne by
consumers through higher prices for energy and purchased goods. 
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RESULTS OF OPERATIONS 
 
SEGMENTS 
 
Our primary business is the generation, transmission and distribution of electricity.  Within our Vertically
Integrated Utilities segment, we centrally dispatch generation assets and manage our overall utility operations
on an integrated basis because of the substantial impact of cost-based rates and regulatory 
oversight.  Intersegment sales and transfers are generally based on underlying contractual arrangements and
agreements. 
 
During the fourth quarter of 2013, we realigned our business segments as a result of corporate separation and
plant transfers.  We retrospectively adjusted 2012 and 2011 segment information to reflect our new business
segments.  See the “Corporate Separation” section of Executive Overview. 
 
Our reportable segments and their related business activities are outlined below: 
 
Vertically Integrated Utilities 
 

 
Transmission and Distribution Utilities 
 

 
Generation & Marketing 
 

 
AEP Transmission Holdco 
 

 
AEP River Operations 
 

 
The table below presents Income Before Extraordinary Item by segment for the years ended December 31,
2013, 2012 and 2011. 
 

 

• Generation, transmission and distribution of electricity for sale to retail and wholesale customers through 
assets owned and operated by AEGCo, APCo, I&M, KGPCo, KPCo, PSO, SWEPCo and WPCo. 

• Transmission and distribution of electricity for sale to retail and wholesale customers through assets 
owned and operated by OPCo, TCC and TNC. 

• OPCo purchases energy and capacity to serve remaining generation service customers. 

• Nonregulated generation in ERCOT and PJM. 

• Marketing, risk management and retail activities in ERCOT, PJM and MISO. 

• Development, construction and operation of transmission facilities through investments in our wholly-
owned transmission only subsidiaries and transmission only joint ventures.  These investments have 
PUCT-approved or FERC-approved returns on equity. 

• Commercial barging operations that transports liquids, coal and dry bulk commodities primarily on the 
Ohio, Illinois and lower Mississippi Rivers. 

    Years Ended December 31, 
    2013   2012    2011  
    (in millions) 
Vertically Integrated Utilities $ 681  $  803   $ 710 
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Transmission and Distribution Utilities  358    389     404 
Generation & Marketing  228    100     439 
AEP Transmission Holdco  80    43     30 
AEP River Operations  12    15     45 
Corporate and Other (a)  125    (88)    (52)

Income Before Extraordinary Item $ 1,484  $  1,262   $ 1,576 

(a) While not considered a reportable segment, Corporate and Other primarily includes management and
professional services to AEP provided at cost to AEP subsidiaries and the purchasing of receivables from
certain AEP utility subsidiaries.  This segment also includes parent’s guarantee revenue received from 
affiliates, investment income, interest income and interest expense and other nonallocated costs. 
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AEP CONSOLIDATED 
 
2013 Compared to 2012 
 
Income Before Extraordinary Item increased from $1,262 million in 2012 to $1,484 million in 2013 primarily
due to: 
 

 
These increases were partially offset by: 
 

 
2012 Compared to 2011 
 
Income Before Extraordinary Item decreased from $1,576 million in 2011 to $1,262 million in 2012 primarily
due to: 
 

 
These decreases were partially offset by: 
 

 

• Successful rate proceedings in our various jurisdictions. 

• 2012 impairments of certain Ohio generation plants. 

• A decrease in Ohio depreciation expense due to impairments of certain Ohio generation plants. 

• A favorable U.K. Windfall Tax decision by the U.S. Supreme Court in 2013. 

• Impairments during 2013 for the following: 

  • Muskingum River Plant, Unit 5. 

  • A write-off from a disallowance of a portion of Amos Plant, Unit 3 pursuant to a Virginia SCC order. 

  • A decision from the KPSC disallowing scrubber costs on KPCo's Big Sandy Plant. 

• The loss of retail generation customers in Ohio to various CRES providers. 

• 2012 reversal of a 2011 recorded obligation to contribute to Partnership with Ohio and Ohio Growth Fund 
as a result of the PUCO's February 2012 rejection of OPCo's modified stipulation. 

• A decrease in carrying costs income due to the recognition in 2011 of a regulatory asset related to TCC 
capacity auction true-up amounts that were originally written off in 2005 and a related favorable 2011 
resolution of contested tax items related to the TCC stranded cost settlement. 

• 2012 impairments of certain Ohio generation plants. 

• The loss of retail generation customers in Ohio to various CRES providers. 

• A decrease in weather-related usage. 

• The elimination of POLR charges, effective June 2011, partially offset by the 2011 provision for refund of 
POLR charges.  The refund provision was recorded as a result of the October 2011 PUCO remand order. 

• Expenses associated with the early retirement of Parent debt in 2012. 

• Expenses related to the 2012 sustainable cost reductions. 

• The 2012 adjustment of a U.K. Windfall Tax provision as a result of a related Supreme Court case. 

• Successful rate proceedings in our various jurisdictions. 

• Lower spending in 2012 as a result of our cost containment efforts. 

• A 2011 recording and subsequent 2012 reversal of an obligation to contribute to Partnership with Ohio and 
Ohio Growth Fund as a result of the PUCO's February 2012 rejection of OPCo's modified stipulation. 
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Our results of operations are discussed below by operating segment. 
 
 

• The 2011 plant impairments for Sporn Plant, Unit 5 and for the FGD project at Muskingum River Plant, 
Unit 5. 

• The 2011 write-off related to SWEPCo's expected Texas jurisdictional portion of the Turk Plant in excess 
of the Texas capital cost cap as a result of the November 2011 Texas Court of Appeals decision. 

• A loss incurred in 2011 related to a settlement of litigation with BOA and Enron. 
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VERTICALLY INTEGRATED UTILITIES 
 

 

 
 

 

    Years Ended December 31, 
Vertically Integrated Utilities 2013  2012    2011  

    (in millions) 
Revenues $ 9,992 $  9,418   $  9,702 
Fuel and Purchased Electricity  4,770   4,408      4,870 
Gross Margin  5,222   5,010      4,832 
Other Operation and Maintenance  2,276   2,219      2,237 
Asset Impairments and Other Related Charges  72   13      49 
Depreciation and Amortization  941   873      785 
Taxes Other Than Income Taxes  372   344      339 
Operating Income  1,561   1,561      1,422 
Interest and Investment Income  7   5      13 
Carrying Costs Income  14   28      17 
Allowance for Equity Funds Used During Construction  35   72      82 
Interest Expense  (540)   (520)     (514)
Income Before Income Tax Expense and Equity 
Earnings  1,077   1,146      1,020 
Income Tax Expense  398   345      312 
Equity Earnings of Unconsolidated Subsidiaries  2   2      2 

Income Before Extraordinary Item $ 681 $  803   $  710 

Summary of KWh Energy Sales for Vertically Integrated Utilities 
           
    Years Ended December 31, 
  2013   2012    2011  
    (in millions of KWhs) 
Retail:         
  Residential  33,851    33,199      35,135 
  Commercial  25,037    25,278      25,651 
  Industrial  34,216    34,692      34,333 
  Miscellaneous  2,284    2,356     2,349 
Total Retail  95,388    95,525      97,468 
          
Wholesale  31,919    28,671      28,290 
          
Total KWhs  127,307    124,196      125,758 
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Cooling degree days and heating degree days are metrics commonly used in the utility industry as a measure of
the impact of weather on net income.  In general, degree day changes in our eastern region have a larger effect
on net income than changes in our western region due to the relative size of the two regions and the number of
customers within each region. 
 

 

 

Summary of Heating and Cooling Degree Days for Vertically Integrated Utilities 
             

    Years Ended December 31, 
    2013   2012    2011  
    (in degree days) 
Eastern Region          
Actual - Heating (a)  2,949     2,216     2,566 
Normal - Heating (b)  2,734     2,774     2,772 
             
Actual - Cooling (c)  1,040     1,253     1,280 
Normal - Cooling (b)  1,080     1,079     1,066 
             
Western Region          
Actual - Heating (a)  1,772     1,070     1,582 
Normal - Heating (b)  1,501     1,537     1,534 
             
Actual - Cooling (c)  2,163     2,635     2,830 
Normal - Cooling (b)  2,202     2,186     2,165 
             
(a) Eastern Region and Western Region heating degree days are calculated on a 55 degree temperature base. 
(b) Normal Heating/Cooling represents the thirty-year average of degree days. 
(c) Eastern Region and Western Region cooling degree days are calculated on a 65 degree temperature base. 
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2013 Compared to 2012 
  

Reconciliation of Year Ended December 31, 2012 to Year Ended December 31, 2013 
Income from Vertically Integrated Utilities Before Extraordinary Item 

(in millions) 

 
The major components of the increase in Gross Margin, defined as revenues less the related direct cost of fuel,
including consumption of chemicals and emissions allowances, and purchased electricity were as follows: 
 

 

Year Ended December 31, 2012     $  803 
          
Changes in Gross Margin:       
Retail Margins        196 
Off-system Sales        (26)
Transmission Revenues        41 
Other Revenues        1 
Total Change in Gross Margin        212 
        
Changes in Expenses and Other:       
Other Operation and Maintenance        (57)
Asset Impairments and Other Related Charges        (59)
Depreciation and Amortization        (68)
Taxes Other Than Income Taxes        (28)
Interest and Investment Income        2 
Carrying Costs Income        (14)
Allowance for Equity Funds Used During Construction        (37)
Interest Expense        (20)
Total Change in Expenses and Other        (281)
          
Income Tax Expense        (53)
          
Year Ended December 31, 2013     $  681 

• Retail Margins increased $196 million primarily due to the following: 

  • Successful rate proceedings in our service territories, which include: 

    • A $153 million rate increase for SWEPCo. 

    • A $112 million rate increase for I&M. 

    • A $9 million rate increase for APCo. 

      For the rate increases described above, $42 million relates to riders/trackers which have 
corresponding increases in other expense items below. 

  • A $29 million increase in weather-related usage in our eastern and western regions primarily due to 
increases of 33% and 66%, respectively, in heating degree days partially offset by decreases in our 
eastern and western regions of 17% and 18%, respectively, in cooling degree days. 

  These increases were partially offset by: 
  • A $15 million decrease in SWEPCo's municipal and cooperative revenues primarily due to lower 

realizations from changes in sales volume mix. 
  • A $23 million decrease due to lower weather normalized retail sales. 

  • A $12 million increase in other variable electric generation expenses. 
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  • A $9 million deferral of APCo's additional wind purchase costs in 2012 as a result of the June 2012 
Virginia SCC fuel factor order. 

  • A $9 million decrease due to adjustments for previously disallowed environmental costs by the 
November 2011 Virginia SCC order subsequently determined in 2012 to be appropriate for recovery by 
the Supreme Court of Virginia. 

• Margins from Off-system Sales decreased $26 million primarily due to lower PJM capacity revenue, 
reduced trading and marketing margins, partially offset by higher prices and volumes. 

• Transmission Revenues increased $41 million primarily due to increased investment in the PJM and SPP 
regions.  These increased revenues are offset-in-part in Other Operation and Maintenance expenses below. 
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Expenses and Other and Income Tax Expense changed between years as follows: 
 

 

 

• Other Operation and Maintenance expenses increased $57 million primarily due to the following: 

  • A $33 million increase in recoverable PJM and other expenses currently recovered dollar-for-dollar in 
rate recovery riders/trackers. 

  • A $30 million write-off in 2013 of previously deferred 2012 Virginia storm costs resulting from the 
2013 enactment of a Virginia law. 

  • A $22 million increase in storm-related expenses primarily in APCo's service territory. 

  • A $21 million increase in plant outage expenses. 

  These increases were partially offset by: 
  • A $26 million decrease due to expenses related to the 2012 sustainable cost reductions. 

  • A $25 million decrease due to an agreement reached to settle an insurance claim in 2013. 

• Asset Impairments and Other Related Charges increased $59 million primarily due to the following: 

  • A $39 million increase due to APCo's 2013 write-off from a regulatory disallowance of a portion of 
Amos Plant, Unit 3 pursuant to a Virginia SCC order approving the transfer of Amos Plant, Unit 3. 

  • A $33 million increase due to KPCo's 2013 write-off of scrubber costs on the Big Sandy Plant and other 
generation costs in accordance with a KPSC's October 2013 order. 

  These increases were partially offset by: 
  • A 2012 write-off of an additional $13 million related to SWEPCo's expected Texas jurisdictional 

portion of the Turk Plant in excess of the Texas capital cost cap. 
• Depreciation and Amortization expenses increased $68 million primarily due to the following: 

  • A $40 million increase due to the Turk Plant being placed in service in December 2012. 

  • A $26 million increase due to higher depreciable base and higher depreciation rates reflecting a change 
in Tanners Creek Plant's estimated life approved by the MPSC effective April 2012 and by the IURC 
effective March 2013.  The majority of the increase in depreciation for Tanners Creek Plant's life is 
offset within Gross Margin. 

  • Overall higher depreciable property balances. 

  These increases were partially offset by: 
  • A $13 million decrease in amortization as a result of the cessation of the Virginia Environmental and 

Reliability surcharge and the Virginia Environmental Rate Adjustment Clause in January 2013 and 
March 2013, respectively. 

• Taxes Other Than Income Taxes increased $28 million primarily due to increased property taxes as a 
result of increased capital investments. 

• Carrying Costs Income decreased $14 million primarily due to an increased recovery of Virginia 
environmental costs in new base rates as approved by the Virginia SCC in late January 2012 and 
decreased carrying charges related to the Dresden Plant. 

• Allowance for Equity Funds Used During Construction decreased $37 million primarily due to 
completed construction of the Turk Plant in December 2012. 

• Interest Expense increased $20 million primarily due to a decrease in the debt component of AFUDC due 
to completed construction of the Turk Plant in December 2012 partially offset by lower average 
outstanding long-term debt balances and an increase in the debt component of AFUDC related to projects 
at the Cook Plant. 

• Income Tax Expense increased $53 million primarily due to the recording of federal and state income tax 
adjustments and other book/tax differences which are accounted for on a flow-through basis, offset-in-part 
by a decrease in pretax book income. 
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2012 Compared to 2011 
  

Reconciliation of Year Ended December 31, 2011 to Year Ended December 31, 2012 
Income from Vertically Integrated Utilities Before Extraordinary Item 

(in millions) 
 

 
The major components of the increase in Gross Margin, defined as revenues less the related direct cost of fuel,
including consumption of chemicals and emissions allowances, and purchased electricity were as follows: 
 

 

Year Ended December 31, 2011     $  710 
          
Changes in Gross Margin:       
Retail Margins        181 
Off-system Sales        (13)
Transmission Revenues        19 
Other Revenues        (9)
Total Change in Gross Margin        178 
        
Changes in Expenses and Other:       
Other Operation and Maintenance        18 
Asset Impairments and Other Related Charges        36 
Depreciation and Amortization        (88)
Taxes Other Than Income Taxes        (5)
Interest and Investment Income        (8)
Carrying Costs Income        11 
Allowance for Equity Funds Used During Construction        (10)
Interest Expense        (6)
Total Change in Expenses and Other        (52)
          
Income Tax Expense        (33)
          
Year Ended December 31, 2012     $  803 

• Retail Margins increased $181 million primarily due to the following: 

  • A $130 million increase due to lower capacity settlement expenses under the Interconnection 
Agreement, net of recovery in West Virginia and environmental deferrals in Virginia.  This increase 
was primarily a result of a mild winter in 2012 and its impact on APCo's winter peak, APCo's 
completion of the Dresden Plant in January 2012 and the removal of Sport Plant, Unit 5 from the 
Interconnection Agreement in September 2011. 

  • Successful rate proceedings in our service territories which include: 

    • An $87 million rate increase for APCo. 

    • A $17 million rate increase for I&M. 

    • A $13 million rate increase for PSO. 

    • An $11 million rate increase for WPCo. 

      For the rate increases described above, $99 million relates to riders/trackers which have 
corresponding increases in other expense items below. 

  • A $24 million write-off in 2011 related to APCo's disallowance of certain Virginia environmental costs 
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incurred in 2009 and 2010 as a result of a November 2011 Virginia SCC order. 
  • A $9 million deferral of APCo's additional wind purchase costs in 2012 as a result of a June 2012 

Virginia SCC fuel factor order. 
  • A $9 million increase due to adjustments for previously disallowed environmental costs by the 

November 2011 Virginia SCC order subsequently determined in 2012 to be appropriate for recovery by 
the Supreme Court of Virginia. 

  These increases were partially offset by: 
  • A $71 million decrease in weather-related usage in our eastern and western regions primarily due to 

decreases of 14% and 32%, respectively, in heating degree days and a 7% decrease in cooling degree 
days in our western region. 
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Expenses and Other and Income Tax Expense changed between years as follows: 
 

 
 

 

• Margins from Off-system Sales decreased $13 million primarily due to lower PJM capacity revenue, 
reduced trading and marketing margins and lower power prices. 

• Transmission Revenues increased $19 million primarily due to increased investment in the PJM region.
These increased revenues are offset-in-part in Other Operation and Maintenance expenses below. 

• Other Revenues decreased $9 million primarily due to a decrease in miscellaneous sales partially offset 
by a 2011 unfavorable provision for refund of outage insurance proceeds. 

• Other Operation and Maintenance expenses decreased $18 million primarily due to the following: 

  • A $46 million decrease in plant outage and other plant operating and maintenance expenses. 

  • A $41 million decrease due to the 2011 write-off of a portion of the West Virginia share of the 
Mountaineer Carbon Capture and Storage Product Validation Facility as denied for recovery by the 
WVPSC. 

  • A $13 million decrease due to APCo's deferral of transmission costs for the Virginia Transmission Rate 
Adjustment Clause as allowed by the Virginia SCC recovered dollar-for-dollar within Gross Margin. 

  These decreases were partially offset by: 
  • A $33 million increase due to the 2011 deferral of 2009 storm costs and the 2010 cost reduction 

initiatives as allowed by the WVPSC. 
  • A $27 million increase due to the favorable 2011 asset retirement obligation adjustment for APCo 

related to the early closure and previous write-off of the Mountaineer Carbon Capture and Storage 
Product Validation Facility. 

  • A $26 million increase due to expenses related to the 2012 sustainable cost reductions. 

• Asset Impairments and Other Related Charges decreased $36 million due to the 2011 write-off of $49 
million related to SWEPCo's expected Texas jurisdictional portion of the Turk Plant in excess of the 
Texas capital cost cap as a result of a November 2011 Texas Court of Appeals decision.  This was 
partially offset by the 2012 write-off of an additional $13 million related to SWEPCo's Texas capital cost 
cap. 

• Depreciation and Amortization expenses increased $88 million primarily due to the following: 

  • A $48 million combined increase in depreciation for APCo and I&M primarily due to increases in 
depreciation rates effective February 2012 (Virginia) and April 2012 (Michigan), respectively.  The 
majority of this increase in depreciation is offset within Gross Margin. 

  • An $18 million increase in amortization primarily as a result of the Virginia Environmental Rate 
Adjustment Clause and the Virginia E&R surcharge, both effective February 2012.  This increase in 
amortization is offset within Gross Margin. 

  • Overall higher depreciable property balances. 

• Carrying Costs Income increased $11 million due to adjustments for disallowed environmental costs as 
approved in a November 2011 Virginia SCC order and 2012 adjustments for certain costs subsequently 
determined by the Supreme Court of Virginia to be appropriate for recovery. 

• Allowance for Equity Funds Used During Construction decreased $10 million primarily due to the 
completion of APCo's Dresden Plant in January 2012 and I&M's nuclear fuel preparation for usage, 
partially offset by increases related to SWEPCo's construction of the Turk Plant. 

• Income Tax Expense increased $33 million primarily due to an increase in pretax book income offset-in-
part by the recording of federal and state income tax adjustments. 
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TRANSMISSION AND DISTRIBUTION UTILITIES 
 

 

 
 

 

    Years Ended December 31, 
Transmission and Distribution Utilities 2013  2012    2011  

    (in millions) 
Revenues $ 4,478 $  4,819   $  5,156 
Purchased Electricity  1,627   2,072      2,711 
Gross Margin  2,851   2,747      2,445 
Other Operation and Maintenance  1,003   911      954 
Depreciation and Amortization  591   561      549 
Taxes Other Than Income Taxes  435   428      417 
Operating Income  822   847      525 
Interest and Investment Income  2   4     7 
Carrying Costs Income  16   24      375 
Allowance for Equity Funds Used During Construction  8   6     9 
Interest Expense  (292)   (291)     (293)
Income Before Income Tax Expense  556   590      623 
Income Tax Expense  198   201      219 

Income Before Extraordinary Item $ 358 $  389   $  404 

Summary of KWh Energy Sales for Transmission and Distribution Utilities 
             
    Years Ended December 31, 
  2013   2012    2011  
    (in millions of KWhs) 
Retail:          
  Residential  25,531     25,581     26,520 
  Commercial  24,631     24,746     25,116 
  Industrial  22,668     24,902     25,334 
  Miscellaneous  710     716     751 
Total Retail (a)  73,540     75,945     77,721 
           
Wholesale  8     8     8 
           
Total KWhs  73,548     75,953     77,729 
             
(a)  Represents energy delivered to distribution customers. 
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Cooling degree days and heating degree days are metrics commonly used in the utility industry as a measure of
the impact of weather on net income.  In general, degree day changes in our eastern region have a larger effect
on net income than changes in our western region due to the relative size of the two regions and the number of
customers within each region. 
 

 

 

Summary of Heating and Cooling Degree Days for Transmission and Distribution Utilities 
              

    Years Ended December 31, 
    2013   2012    2011  
    (in degree days) 
Eastern Region          
Actual - Heating (a)  3,383     2,610     3,107 
Normal - Heating (b)  3,229     3,276     3,266 
             
Actual - Cooling (c)  1,029     1,248     1,112 
Normal - Cooling (b)  954     948     936 
             
Western Region          
Actual - Heating (a)  368     177     394 
Normal - Heating (b)  337     352     351 
             
Actual - Cooling (d)  2,737     3,100     3,242 
Normal - Cooling (b)  2,608     2,584     2,557 
             
(a) Heating degree days are calculated on a 55 degree temperature base. 
(b) Normal Heating/Cooling represents the thirty-year average of degree days. 
(c) Eastern Region cooling degree days are calculated on a 65 degree temperature base. 
(d) Western Region cooling degree days are calculated on a 70 degree temperature base. 
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2013 Compared to 2012 
  

Reconciliation of Year Ended December 31, 2012 to Year Ended December 31, 2013 
Income from Transmission and Distribution Utilities Before Extraordinary Item 

(in millions) 
 

 
The major components of the increase in Gross Margin, defined as revenues less the related direct cost of
purchased electricity were as follows: 
 

 
Expenses and Other and Income Tax Expense changed between years as follows: 
 

 

Year Ended December 31, 2012     $  389 
          
Changes in Gross Margin:       
Retail Margins        55 
Off-System Sales        1 
Transmission Revenues        46 
Other Revenues        2 
Total Change in Gross Margin        104 
        
Changes in Expenses and Other:       
Other Operation and Maintenance        (92)
Depreciation and Amortization        (30)
Taxes Other Than Income Taxes        (7)
Interest and Investment Income        (2)
Carrying Costs Income        (8)
Allowance for Equity Funds Used During Construction        2 
Interest Expense        (1)
Total Change in Expenses and Other        (138)
          
Income Tax Expense        3 
          
Year Ended December 31, 2013     $  358 

• Retail Margins increased $55 million primarily due to the following: 

  • A $123 million increase in revenues associated with OPCo's Universal Service Fund (USF) surcharge 
and Distribution Investment Recovery Rider.  A portion of these increases have corresponding increases 
in other expense items below. 

  • A $17 million increase related to favorable regulatory proceedings for OPCo. 

  These increases were partially offset by: 
  • A $40 million decrease related to Ohio customers switching to alternative CRES providers.  This 

decrease in Retail Margins is partially offset by an increase in Transmission Revenues related to CRES 
providers detailed below. 

  • A $35 million decrease due to OPCo's partial reversal in 2012 of a 2011 fuel provision related to CRES 
providers. 

• Transmission Revenues increased $46 million primarily due to increased transmission revenues from 
Ohio customers who switched to alternative CRES providers. 

Other Operation and Maintenance expenses increased $92 million primarily due to the following: 
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• 

  • An $86 million increase in remitted USF surcharge payments to the Ohio Department of Development 
to fund an energy assistance program for qualified Ohio customers.  This increase was offset by a 
corresponding increase in retail margins above. 

  • A $30 million net increase related to the reversal of an obligation to contribute to Partnership with Ohio 
and Ohio Growth Fund as a result of the PUCO's February 2012 rejection of the Ohio modified 
stipulation and the PUCO's August 2012 approval of the June 2012-May 2015 ESP. 

  These increases were partially offset by: 
  • A $14 million decrease in expenses related to the 2012 sustainable cost reductions. 

  • A $13 million decrease in Ohio's gridSMART® expenses primarily due to a reduction in the operation 
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 and maintenance component of the gridSMART® rider for prior years' over collections.  This decrease 
was partially offset by a corresponding increase in Depreciation and Amortization.

• Depreciation and Amortization expenses increased $30 million primarily due to the following: 

  • An $8 million increase due to OPCo's and TCC's issuance of securitization bonds in August 2013 and 
March 2012, respectively.  This increase in OPCo's and TCC's securitization related amortizations are 
offset within Gross Margin. 

  • A $7 million increase due to increased investment in distribution and transmission plant. 

  • A $4 million increase in Ohio's gridSMART® expenses primarily due to an increase in the depreciation 
component of the gridSMART® rider to recover prior years' under collections.  This increase was offset 
by a corresponding decrease in operation and maintenance expense above. 

• Taxes Other Than Income Taxes increased $7 million primarily due to increased property taxes. 

• Carrying Costs Income decreased $8 million primarily due to the first quarter 2012 recording of debt 
carrying costs prior to TCC's issuance of securitization bonds in March 2012. 

• Income Tax Expense decreased $3 million primarily due to a decrease in pretax book income offset-in-
part by the recording of state income tax adjustments. 
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2012 Compared to 2011 
  

Reconciliation of Year Ended December 31, 2011 to Year Ended December 31, 2012 
Income from Transmission and Distribution Utilities Before Extraordinary Item 

(in millions) 
 

 
The major components of the increase in Gross Margin, defined as revenues less the related direct cost of
purchased electricity were as follows: 
 

 
Expenses and Other and Income Tax Expense changed between years as follows: 
 

 

Year Ended December 31, 2011     $  404 
          
Changes in Gross Margin:       
Retail Margins        192 
Transmission Revenues        59 
Other Revenues        51 
Total Change in Gross Margin        302 
        
Changes in Expenses and Other:       
Other Operation and Maintenance        43 
Depreciation and Amortization        (12)
Taxes Other Than Income Taxes        (11)
Interest and Investment Income        (3)
Carrying Costs Income        (351)
Allowance for Equity Funds Used During Construction        (3)
Interest Expense        2 
Total Change in Expenses and Other        (335)
          
Income Tax Expense        18 
          
Year Ended December 31, 2012     $  389 

• Retail Margins increased $192 million primarily due to the following: 

  • A $156 million increase in revenues primarily associated with OPCo's Retail Stability Rider, Deferred 
Asset Recovery Rider and Distribution Investment Recovery Rider.  A portion of these increases have 
corresponding increases in other expense items below. 

  • A $35 million increase due to OPCo's partial reversal in 2012 of a 2011 fuel provision related to CRES 
providers. 

  These increases were partially offset by: 
  • A $46 million decrease related to Ohio customers switching to alternative CRES providers.  This 

decrease in Retail Margins is partially offset by an increase in Transmission Revenues related to CRES 
providers detailed below. 

• Transmission Revenues increased $59 million primarily due to increased transmission revenues from 
Ohio customers who switched to alternative CRES providers. 

• Other Revenues increased $51 million primarily due to an increase in revenues related to TCC's issuance 
of securitization bonds in March 2012.  This increase in revenues from securitization bonds is partially 
offset by an increase in Depreciation and Amortization expense. 
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• Other Operation and Maintenance expenses decreased $43 million primarily due to the following: 

  • A $70 million decrease related to the 2011 recording and subsequent 2012 reversal of an obligation to 
contribute to Partnership with Ohio and Ohio Growth Fund as a result of the PUCO's February 2012 
rejection of the Ohio modified stipulation. 

  These decreases were partially offset by: 
  • A $13 million increase in storm-related expenses primarily in Ohio. 

  • A $13 million increase due to expenses related to the 2012 sustainable cost reductions. 

• Depreciation and Amortization expenses increased $12 million primarily due to the following : 

  • A $51 million increase due to TCC's issuance of securitization bonds in March 2012.  The increase in 
TCC's securitization related amortization is offset within Gross Margin. 
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GENERATION & MARKETING 
 

 

 

 

  • An $11 million increase in amortization of Deferred Asset Recovery Rider assets as approved by the 
PUCO in the 2011 Ohio Distribution Base Rate Case effective January 2012.  This increase in 
amortization is offset within Gross Margin. 

  • A $9 million increase due to higher depreciable property balances primarily related to the Texas 
Automated Meter Infrastructure project. 

  These increases were partially offset by: 
  • A $39 million decrease due to amortization adjustment approved by the PUCO in the 2011 Ohio 

Distribution Base Rate Case effective January 2012. 
  • A $23 million decrease due to amortization of carrying costs on deferred fuel as a result of the October 

2011 PUCO remand order which allowed the POLR refund to be applied against any deferred fuel 
balances.  The equity amortization was offset by amounts recognized in Carrying Costs Income. 

• Taxes Other Than Income Taxes increased $11 million primarily due to increased property taxes. 

• Carrying Costs Income decreased $351 million primarily due to the recognition in 2011 of a regulatory 
asset related to TCC capacity auction true-up amounts that were originally written off in 2005 and a 
related favorable 2011 resolution of contested tax items related to the TCC stranded cost settlement. 

• Income Tax Expense decreased $18 million primarily due to a decrease in pretax book income and by the 
recording of state income tax adjustments. 

    Years Ended December 31, 
Generation & Marketing 2013  2012    2011  

    (in millions) 
Revenues $ 3,665 $  3,467   $  3,894 
Fuel, Purchased Electricity and Other  2,305   2,065      2,215 
Gross Margin  1,360   1,402      1,679 
Other Operation and Maintenance  523   507      537 
Asset Impairments and Other Related Charges  154   287      90 
Depreciation and Amortization  236   349      304 
Taxes Other Than Income Taxes  54   62      60 
Operating Income  393   197      688 
Interest and Investment Income  2   1      4 
Interest Expense  (55)   (83)     (87)
Income Before Income Tax Expense  340   115      605 
Income Tax Expense  112   15      166 

Income Before Extraordinary Item $ 228 $  100   $  439 

Summary of MWhs Generated for Generation & Marketing 
            
    Years Ended December 31, 
  2013   2012    2011  
    (in millions of MWhs) 
Fuel Type:         
  Coal  38    37     45 
  Natural Gas  6    11     7 
  Wind  1    1     1 

Total MWhs  45    49     53 
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2013 Compared to 2012 
  

Reconciliation of Year Ended December 31, 2012 to Year Ended December 31, 2013 
Income from Generation & Marketing Before Extraordinary Item 

(in millions) 
 

 
The major components of the decrease in Gross Margin, defined as revenues less the related direct cost of fuel,
including consumption of chemicals and emissions allowances, purchased electricity and certain costs of
service for retail operations were as follows: 
 

 
Expenses and Other and Income Tax Expense changed between years as follows: 
 

 

Year Ended December 31, 2012     $  100 
          
Changes in Gross Margin:       
Generation        (44)
Retail, Trading and Marketing        4 
Other        (2)
Total Change in Gross Margin        (42)
        
Changes in Expenses and Other:       
Other Operation and Maintenance        (16)
Asset Impairments and Other Related Charges        133 
Depreciation and Amortization        113 
Taxes Other Than Income Taxes        8 
Interest and Investment Income        1 
Interest Expense        28 
Total Change in Expenses and Other        267 
          
Income Tax Expense        (97)
          
Year Ended December 31, 2013     $  228 

• Generation decreased $44 million primarily due to the following: 

  • A $336 million decrease in affiliated sales to OPCo primarily due to customers switching to alternative 
CRES providers as well as a reduction in industrial usage. 

  This decrease was partially offset by the following: 
  • A $221 million net increase in sales to AEP affiliates under the Interconnection Agreement. 

  • A $63 million decrease in fuel expenses due to a reduction in generation at the Lawrenceburg Plant. 

• Other Operation and Maintenance expenses increased $16 million primarily due to a 2013 adjustment 
of $14 million to impaired plant investment as a result of changes to asset retirement obligations for 
asbestos removal and retirement of ash disposal facilities at impaired plants. 

• Asset Impairments and Other Related Charges decreased $133 million due to the following: 

  • A 2012 impairment of $287 million for certain Ohio generation plants, which includes $13 million of 
related materials and supplies inventory. 

  This decrease was partially offset by: 
  • A 2013 impairment of $154 million for Muskingum River Plant, Unit 5. 
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• Depreciation and Amortization expenses decreased $113 million primarily due to depreciation ceasing 
on certain Ohio generation plants that were impaired in November 2012 and June 2013. 

• Interest Expense decreased $28 million primarily due to lower outstanding long-term debt balances and 
lower long-term interest rates. 

• Income Tax Expense increased $97 million primarily due to an increase in pretax book income and by 
the recording of state income tax adjustments. 

  

29

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1142 of 1829



 
2012 Compared to 2011 
  

Reconciliation of Year Ended December 31, 2011 to Year Ended December 31, 2012 
Income from Generation & Marketing Before Extraordinary Item 

(in millions) 
 

 
The major components of the decrease in Gross Margin, defined as revenues less the related direct cost of fuel,
including consumption of chemicals and emissions allowances, purchased electricity and certain costs of
service for retail operations were as follows: 
 

 

Year Ended December 31, 2011     $  439 
          
Changes in Gross Margin:       
Generation        (363)
Retail, Trading and Marketing        86 
Total Change in Gross Margin        (277)
        
Changes in Expenses and Other:       
Other Operation and Maintenance        30 
Asset Impairments and Other Related Charges        (197)
Depreciation and Amortization        (45)
Taxes Other Than Income Taxes        (2)
Interest and Investment Income        (3)
Interest Expense        4 
Total Change in Expenses and Other        (213)
          
Income Tax Expense        151 
          
Year Ended December 31, 2012     $  100 

• Generation decreased $363 million primarily due to the following: 

  • A $396 million decrease in affiliated sales to OPCo primarily due to customer switching to alternative 
CRES providers. 

  This decrease was partially offset by: 
  • A $29 million increase in non-affiliated sales due to increased sales to Buckeye Power, Inc. for back-up 

energy under the Cardinal Station Agreement. 
• Retail, Trading and Marketing increased $86 million primarily due to the March 2012 acquisition of 

BlueStar.
  

Expenses and Other and Income Tax Expense changed between years as follows:
  

• Other Operation and Maintenance expenses decreased $30 million primarily due to the following:

 • A $78 million decrease in plant outage and other plant operating and maintenance expenses.

 This decrease was partially offset by:
 • A $47 million increase in AEP Energy labor and sales expenses due to the acquisition of BlueStar in 

March 2012.
• Asset Impairments and Other Related Charges increased $197 million due to the following:
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 • A 2012 impairment of $287 million for certain Ohio generation plants, which includes $13 million of 
related materials and supplies inventory.

 This increase was partially offset by:
 • A 2011 plant impairment of $48 million for Sporn Plant, Unit 5.

 • A 2011 plant impairment of $42 million for FGD project at Muskingum River Plant, Unit 5.

• Depreciation and Amortization expenses increased $45 million primarily due to the following:

 • A $58 million increase due to shortened depreciable lives for certain AGR generation plants effective 
December 2011.  The book value of these plants was fully impaired in November 2012.

 • Overall higher depreciable property balances.

  These increases were partially offset by: 
  • A $13 million decrease in depreciation due to the 2011 plant impairment of Sporn Plant, Unit 5. 

• Income Tax Expense decreased $151 million primarily due to a decrease in pretax book income. 
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AEP TRANSMISSION HOLDCO 
 
2013 Compared to 2012 
 
Income Before Extraordinary Item from our AEP Transmission Holdco segment increased from $43 million in
2012 to $80 million in 2013 primarily due to an increase in investments by our wholly-owned transmission 
subsidiaries and ETT. 
 
2012 Compared to 2011 
 
Income Before Extraordinary Item from our AEP Transmission Holdco segment increased from $30 million in
2011 to $43 million in 2012 primarily due to an increase in investments by ETT and our wholly-owned 
transmission subsidiaries. 
 
AEP RIVER OPERATIONS 
 
2013 Compared to 2012 
 
Income Before Extraordinary Item from our AEP River Operations segment decreased from $15 million in
2012 to $12 million in 2013 primarily due to significant reductions in export grain and coal demand.  In
addition, low water levels in the first and fourth quarters of 2013 limited barge loads and tow sizes. 
 
2012 Compared to 2011 
 
Income Before Extraordinary Item from our AEP River Operations segment decreased from $45 million in
2011 to $15 million in 2012 primarily due to the 2012 drought, which had significant impacts on river
conditions and crop yields, resulting in reduced grain exports. 
 
CORPORATE AND OTHER 
 
2013 Compared to 2012 
 
Income Before Extraordinary Item from Corporate and Other increased from a loss of $88 million in 2012 to
income of $125 million in 2013 primarily due to a favorable U.K. Windfall Tax decision by the U.S. Supreme
Court in 2013 as well as a reduction in interest expense associated with the early retirement of debt in 2012. 
 
2012 Compared to 2011 
 
Income Before Extraordinary Item from Corporate and Other decreased from a loss of $52 million in 2011 to a
loss of $88 million in 2012 primarily due to costs associated with the early retirement of debt in 2012 and the
2012 adjustment of a U.K. Windfall Tax provision as a result of a related Supreme Court case, partially offset
by a loss incurred in 2011 related to the settlement of litigation with BOA and Enron. 
 
AEP SYSTEM INCOME TAXES 
 
2013 Compared to 2012 
 
Income Tax Expense increased $80 million primarily due to an increase in pretax book income and the
recording of state income tax adjustments partially offset by a favorable U.K. Windfall Tax decision by the
U.S. Supreme Court in the second quarter of 2013. 
 
2012 Compared to 2011 
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Income Tax Expense decreased $214 million primarily due to a decrease in pretax book income and the
unrealized capital loss valuation allowance related to a deferred tax asset associated with the settlement of
litigation with BOA and Enron recorded in 2011, partially offset by the recording of federal and state income
tax adjustments. 
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FINANCIAL CONDITION 
 
We measure our financial condition by the strength of our balance sheet and the liquidity provided by our cash
flows. 
 
LIQUIDITY AND CAPITAL RESOURCES 
 
Debt and Equity Capitalization 
 

 
Our ratio of debt-to-total capital decreased from 55.2% as of December 31, 2012 to 54.3% as of December 31,
2013 primarily due to an increase in common equity, partially offset by a net increase in debt issuances,
including the issuance of $647 million of securitization bonds. 
 
Liquidity 
 
Liquidity, or access to cash, is an important factor in determining our financial stability.  We believe we have
adequate liquidity under our existing credit facilities.  As of December 31, 2013, we had $3.5 billion in
aggregate credit facility commitments to support our operations.  Additional liquidity is available from cash 
from operations and a receivables securitization agreement.  We are committed to maintaining adequate
liquidity.  We generally use short-term borrowings to fund working capital needs, property acquisitions and
construction until long-term funding is arranged.  Sources of long-term funding include issuance of long-term 
debt, sale-leaseback or leasing agreements or common stock. 
 
Commercial Paper Credit Facilities 
 
We manage our liquidity by maintaining adequate external financing commitments.  As of December 31, 2013,
our available liquidity was approximately $3.4 billion as illustrated in the table below: 
 

 

    December 31, 
    2013   2012  
    (dollars in millions) 
Long-term Debt, including amounts due within one 
year $ 18,377  52.2 %  $  17,757    52.3 %
Short-term Debt  757  2.1     981    2.9 
Total Debt  19,134  54.3     18,738    55.2 
AEP Common Equity  16,085  45.7     15,237    44.8 
Noncontrolling Interests  1  -     -   -

Total Debt and Equity Capitalization $ 35,220  100.0 %  $  33,975    100.0 %

     Amount   Maturity 

     (in millions)     
           
Commercial Paper Backup:       
  Revolving Credit Facility  $ 1,750   June 2016 

  Revolving Credit Facility   1,750   July 2017 
Total   3,500     
Cash and Cash Equivalents   118     
Total Liquidity Sources   3,618     

Less:
AEP Commercial Paper 
Outstanding   57     
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We have credit facilities totaling $3.5 billion to support our commercial paper program.  The credit facilities 
allow us to issue letters of credit in an amount up to $1.2 billion. 
  

  Letters of Credit Issued   170     
          
Net Available Liquidity  $ 3,391     
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We use our commercial paper program to meet the short-term borrowing needs of our subsidiaries.  The 
program is used to fund both a Utility Money Pool, which funds the utility subsidiaries, and a Nonutility Money
Pool, which funds the majority of the nonutility subsidiaries.  In addition, the program also funds, as direct
borrowers, the short-term debt requirements of other subsidiaries that are not participants in either money pool
for regulatory or operational reasons.  The maximum amount of commercial paper outstanding during 2013 was
$904 million.  The weighted-average interest rate for our commercial paper during 2013 was 0.32%. 
 
Other Credit Facilities 
 
In July 2013, AGR, APCo, KPCo and OPCo entered into a $1 billion term credit facility due in May 2015 to 
fund certain OPCo maturities on an interim basis and to facilitate OPCo’s corporate separation of generation 
assets from transmission and distribution.  As of December 31, 2013, the $1 billion term credit facility was 
entirely drawn.  Repayments prior to maturity are permitted.  However, any amount that is repaid may not be 
re-borrowed and is a permanent reduction of the term credit facility. 
 
In January 2014, we issued letters of credit utilizing the entire amount available under an $85 million 
uncommitted facility signed in October 2013.  An uncommitted facility gives the issuer of the facility the right 
to accept or decline each request we make under the facility. 
 
Financing Plan 
 
As of December 31, 2013, we have $1.5 billion of long-term debt due within one year which includes $879
million of Pollution Control Bonds with mandatory tender dates and credit support for variable interest rates
that requires the debt be classified as current.  Also included in our long-term debt due within one year is $413 
million of securitization bonds and DCC Fuel notes payable which will be repaid.  We plan to refinance the
majority of our other maturities due within one year. 
 
Securitized Accounts Receivables 
 
In 2013, we amended our receivables securitization agreement to extend through June 2014.  The agreement
provides a commitment of $700 million from bank conduits to purchase receivables.  A commitment of $385
million expires in June 2014 and the remaining commitment of $315 million expires in June 2015.  We intend
to extend or replace the agreement expiring in June 2014 on or before its maturity. 
 
West Virginia Securitization of Regulatory Assets 
 
In September 2013, the WVPSC approved a settlement agreement filed by APCo, WPCo and intervenors which
authorized APCo to securitize $376 million, plus upfront financing costs, related primarily to the December
2011 under-recovered Expanded Net Energy Charge (ENEC) deferral balance.  In November 2013, APCo
issued $380 million of Securitization Bonds to securitize the under-recovered ENEC deferral balance, including 
$4 million of upfront financing costs, with a final maturity date of August 2031.  APCo implemented a new
securitization rider which was offset by an equal reduction in ENEC revenues, with no overall change in total
revenues. 
 
Ohio Securitization of Regulatory Assets 
 
In March 2013, the PUCO approved OPCo’s request to securitize the Deferred Asset Recovery Rider (DARR)
balance.  In August 2013, OPCo issued $267 million of Securitization Bonds, with a final maturity date of July
2020, to securitize the DARR balance.  As a result of the securitization, recovery through the DARR has ceased
and has been replaced by the Deferred Asset Phase-in Rider which will recover the securitized assets. 
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Debt Covenants and Borrowing Limitations 
 
Our credit agreements contain certain covenants and require us to maintain our percentage of debt to total
capitalization at a level that does not exceed 67.5%.  The method for calculating outstanding debt and
capitalization is contractually defined in our credit agreements.  Debt as defined in the credit agreements
excludes securitization bonds and debt of AEP Credit.  As of December 31, 2013, this contractually-defined 
percentage was 50.4%.  Nonperformance under these covenants could result in an event of default under these
credit agreements.  As of  
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December 31, 2013, we complied with all of the covenants contained in these credit agreements.  In addition,
the acceleration of our payment obligations, or the obligations of certain of our major subsidiaries, prior to
maturity under any other agreement or instrument relating to debt outstanding in excess of $50 million, would
cause an event of default under these credit agreements.  This condition also applies in a majority of our non-
exchange traded commodity contracts and would similarly allow lenders and counterparties to declare the
outstanding amounts payable.  However, a default under our non-exchange traded commodity contracts does 
not cause an event of default under our credit agreements. 
 
The revolving credit facilities do not permit the lenders to refuse a draw on any facility if a material adverse 
change occurs. 
 
Utility Money Pool borrowings and external borrowings may not exceed amounts authorized by regulatory
orders.  As of December 31, 2013, we had not exceeded those authorized limits. 
 
Dividend Policy and Restrictions 
 
The Board of Directors declared a quarterly dividend of $0.50 per share in January 2014.  Future dividends 
may vary depending upon our profit levels, operating cash flow levels and capital requirements, as well as 
financial and other business conditions existing at the time.  Our income derives from our common stock equity 
in the earnings of our utility subsidiaries.  Various financing arrangements and regulatory requirements may 
impose certain restrictions on the ability of our utility subsidiaries to transfer funds to us in the form of 
dividends.  However, we do not believe these restrictions will have any significant impact on Parent’s ability to 
access cash to meet the payment of dividends on its common stock. 
 
Credit Ratings 
 
We do not have any credit arrangements that would require material changes in payment schedules or
terminations as a result of a credit downgrade, but our access to the commercial paper market may depend on
our credit ratings.  In addition, downgrades in our credit ratings by one of the rating agencies could increase our
borrowing costs.  Counterparty concerns about the credit quality of AEP or its utility subsidiaries could subject
us to additional collateral demands under adequate assurance clauses under our derivative and non-derivative 
energy contracts. 
 
CASH FLOW 
 
Managing our cash flows is a major factor in maintaining our liquidity strength. 
 

 
Cash from operations and short-term borrowings provides working capital and allows us to meet other short-
term cash needs. 
 
 

 

     Years Ended December 31, 
     2013   2012    2011  
     (in millions) 
Cash and Cash Equivalents at Beginning of Period  $ 279  $  221   $ 294 
Net Cash Flows from Operating Activities   4,106    3,804     3,788 
Net Cash Flows Used for Investing Activities   (3,818)    (3,391)     (2,890)
Net Cash Flows Used for Financing Activities   (449)    (355)    (971)
Net Increase (Decrease) in Cash and Cash Equivalents   (161)    58     (73)

Cash and Cash Equivalents at End of Period  $ 118  $  279   $ 221 
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Operating Activities 

 
Net Cash Flows from Operating Activities were $4.1 billion in 2013 consisting primarily of Net Income of $1.5 
billion, $1.7 billion of noncash Depreciation and Amortization and $226 million of Asset Impairments related 
to Muskingum River Plant, Unit 5, Big Sandy and Amos Plants, partially offset by $214 million of Ohio 
capacity deferrals as a result of a 2012 PUCO order.  Other changes represent items that had a current period 
cash flow impact, such as changes in working capital, as well as items that represent future rights or obligations 
to receive or pay cash, such as regulatory assets and liabilities.  Deferred Income Taxes increased primarily due 
to provisions in the Taxpayer Relief Act of 2012 and an increase in tax versus book temporary differences from 
operations.  Significant changes in other items include the favorable impact of a decrease in fuel inventory and 
net cash flows for Accrued Taxes as a result of the recognition of the tax benefit related to the U.K. Windfall 
Tax. 
 
Net Cash Flows from Operating Activities were $3.8 billion in 2012 consisting primarily of Net Income of $1.3 
billion, $1.8 billion of noncash Depreciation and Amortization and $287 million in Asset Impairments related 
to certain Ohio generation assets.  Other changes represent items that had a current period cash flow impact, 
such as changes in working capital, as well as items that represent future rights or obligations to receive or pay 
cash, such as regulatory assets and liabilities.  A significant change in other items includes the unfavorable 
impact of an increase in fuel inventory due to the mild winter weather.  Deferred Income Taxes increased 
primarily due to provisions in the Small Business Jobs Act and the Tax Relief, Unemployment Insurance 
Reauthorization and Jobs Creation Act and an increase in tax versus book temporary differences from 
operations.  During 2012, we also contributed $200 million to our qualified pension trust. 
 
Net Cash Flows from Operating Activities were $3.8 billion in 2011 consisting primarily of Net Income of $1.9 
billion and $1.7 billion of noncash Depreciation and Amortization.  Other changes represent items that had a 
current period cash flow impact, such as changes in working capital, as well as items that represent future rights 
or obligations to receive or pay cash, such as regulatory assets and liabilities.  Following a Supreme Court of 
Texas reversal of the PUCT’s capacity auction true-up disallowance and the PUCT’s approval of a stipulation 
agreement, we recorded an Extraordinary Item, Net of Tax of $373 million for the 2011 recognition of a 
regulatory asset related to TCC capacity auction true-up amounts and the reversal of tax related regulatory 
credits.  We also recorded $393 million in Carrying Costs Income primarily related to the Texas restructuring 
appeals.  A significant change in other items includes the favorable impact of a decrease in fuel 
inventory.  Deferred Income Taxes increased primarily due to bonus depreciation provisions in the Small 
Business Jobs Act and the Tax Relief, Unemployment Insurance Reauthorization and Jobs Creation Act, the 
settlement with BOA and Enron and an increase in tax versus book temporary differences from operations.  In 
February 2011, we paid $425 million to BOA of which $211 million was used to settle litigation with BOA and 
Enron. The remaining $214 million was used to acquire cushion gas as discussed in Investing Activities 
below.  During 2011, we also contributed $450 million to our qualified pension trust. 
  
Investing Activities 

 

                
     Years Ended December 31, 
     2013   2012    2011  
     (in millions) 
Net Income  $ 1,484  $  1,262   $ 1,949 
Depreciation and Amortization   1,743    1,782     1,655 
Other   879    760     184 

Net Cash Flows from Operating Activities  $ 4,106  $  3,804   $ 3,788 
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     Years Ended December 31, 
     2013   2012    2011  
     (in millions) 
Construction Expenditures  $ (3,624)  $  (3,025)  $  (2,669)
Acquisitions of Nuclear Fuel   (154)    (107)    (106)
Acquisitions of Assets/Businesses   (32)    (94)    (19)
Acquisitions of Cushion Gas from BOA   -    -     (214)
Proceeds from Sales of Assets   21    18     123 
Other   (29)    (183)    (5)

Net Cash Flows Used for Investing Activities  $ (3,818)  $  (3,391)  $  (2,890)
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Net Cash Flows Used for Investing Activities were $3.8 billion in 2013 primarily due to Construction
Expenditures for environmental, distribution and transmission investments. 
 
Net Cash Flows Used for Investing Activities were $3.4 billion in 2012 primarily due to Construction
Expenditures for new generation, environmental, distribution and transmission investments.  Acquisitions of
Assets/Businesses include our March 2012 purchase of BlueStar for $70 million. 
 
Net Cash Flows Used for Investing Activities were $2.9 billion in 2011 primarily due to Construction 
Expenditures for new generation, environmental, distribution and transmission investments.  We paid $214 
million to BOA for cushion gas as part of a litigation settlement. 
  
Financing Activities 

 
Net Cash Flows Used for Financing Activities in 2013 were $449 million.  Our net debt issuances were $385 
million.  The net issuances included issuances of $745 million of senior unsecured notes, $1 billion draws on a 
$1 billion term credit facility, $647 million of securitization bonds, $328 million of notes payable and other 
debt and $305 million of pollution control bonds offset by retirements of $1.8 billion of senior unsecured and 
other debt notes, $331 million of pollution control bonds, $243 million of securitization bonds and a decrease 
in short-term borrowing of $224 million.  We paid common stock dividends of $954 million.  See Note 14  –
Financing Activities. 
 
Net Cash Flows Used for Financing Activities in 2012 were $355 million.  Our net debt issuances were $544 
million. The net issuances included issuances of $1.7 billion of senior unsecured notes, $800 million of 
securitization bonds, $287 million of notes payable and other debt and $65 million of pollution control bonds 
offset by retirements of $902 million of senior unsecured and other debt notes, $315 million of junior 
subordinate debentures, $220 million of pollution control bonds, $206 million of securitization bonds and a 
decrease in short-term borrowing of $669 million.  We paid common stock dividends of $916 million. 
 
Net Cash Flows Used for Financing Activities in 2011 were $971 million.  Our net debt retirements were $33 
million. The net retirements included retirements of $727 million of senior unsecured and other debt notes, 
$778 million of pollution control bonds and $159 million of securitization bonds offset by issuances of $710 
million of notes, $627 million of pollution control bonds and an increase in short-term borrowing of $304 
million.  We paid common stock dividends of $898 million and $64 million to retire all of our subsidiaries’
preferred stocks. 
 
 

 

                
     Years Ended December 31, 
     2013   2012    2011  
     (in millions) 
Issuance of Common Stock, Net  $ 84  $  83   $ 92 
Issuance/Retirement of Debt, Net   385    544     (33)
Proceeds from Nuclear Fuel Sale/Leaseback   110    -     -
Retirement of Cumulative Preferred Stock   -    -     (64)
Dividends Paid on Common Stock   (954)    (916)    (898)
Other   (74)    (66)    (68)

Net Cash Flows Used for Financing Activities  $ (449)  $  (355)  $ (971)
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The following financing activities occurred during 2013: 
 
AEP Common Stock: 
 

 
Debt: 
 

 
In 2014: 
 

 
BUDGETED CONSTRUCTION EXPENDITURES 
 
We forecast approximately $3.8 billion of construction expenditures excluding equity AFUDC for 2014.  For
2015 and 2016, we forecast construction expenditures of $3.8 billion each year.  The expenditures are generally
for transmission, distribution and  required environmental investment to comply with Federal EPA
rules.  Estimated construction expenditures are subject to periodic review and modification and may vary based
on the ongoing effects of regulatory constraints, environmental regulations, business opportunities, market
volatility, economic trends, weather, legal reviews and the ability to access capital.  We expect to fund these
construction expenditures through cash flows from operations and financing activities.  Generally, the
subsidiaries use cash or short-term borrowings under the money pool to fund these expenditures until long-term 
funding is arranged.  The 2014 estimated construction expenditures include generation, transmission and
distribution related investments, as well as expenditures for compliance with environmental regulations as
follows: 
 

 

•  During 2013, we issued 2.1 million shares of common stock under our incentive compensation,
employee savings and dividend reinvestment plans and received net proceeds of $84 million. 

•  During 2013, we issued approximately $3 billion of long-term debt, including $1 billion drawn on a
term credit facility, $745 million of senior notes at interest rates ranging from 2.73% to 5.32% and
$647 million of securitization bonds at interest rates ranging from 0.96% to 3.77%.  We also issued
$190 million of pollution control revenue bonds at interest rates ranging from 3.25% to 4%, $115
million of pollution control revenue bonds at variable interest rates and $328 million of other debt at
variable interest rates.  The proceeds from these issuances were used to fund long-term debt maturities
and our construction programs. 

•  During 2013, we entered no interest rate derivatives and settled $379 million of such
transactions.  The settlements resulted in net cash payments of $26 million.  As of December 31,
2013, we had in place $820 million of notional interest rate derivatives designated as cash flow and
fair value hedges.  

•  In January 2014, TCC retired $112 million of Securitization Bonds. 

•  In January and February 2014, I&M retired $24 million of Notes Payable related to DCC Fuel. 

•  In January 2014, OPCo retired $225 million of 4.85% Senior Unsecured Notes due in 2014. 

      2014 Budgeted Construction Expenditures 

Segment   Environmental  Generation Transmission Distribution   Other   Total 
      (in millions) 

Vertically Integrated                        
  Utilities   $  467   $ 410 $ 465 $ 564  $  67  $ 1,973 
Transmission and              
  Distribution Utilities      7   5 340 494    36   882 
Generation & Marketing      114   63 -  -    14   191 
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AEP Transmission Holdco      -   - 786  -    1   787 
AEP River Operations      -   - -  -    9   9 
Corporate and Other      -   - -  -    3   3 

Total   $  588  $ 478 $ 1,591 $ 1,058  $  130  $ 3,845 
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OFF-BALANCE SHEET ARRANGEMENTS 
 
Our current guidelines restrict the use of off-balance sheet financing entities or structures to traditional
operating lease arrangements that we enter in the normal course of business.  The following identifies
significant off-balance sheet arrangements. 
 
Rockport Plant, Unit 2 
 
AEGCo and I&M entered into a sale-and-leaseback transaction in 1989 with Wilmington Trust Company
(Owner Trustee), an unrelated unconsolidated trustee for Rockport Plant, Unit 2 (the Plant).  The Owner
Trustee was capitalized with equity from six owner participants with no relationship to AEP or any of its
subsidiaries and debt from a syndicate of banks and certain institutional investors.  The future minimum lease
payments for AEGCo and I&M are $665 million and $665 million, respectively, as of December 31, 2013. 
 
The gain from the sale was deferred and is being amortized over the term of the lease, which expires in
2022.  The Owner Trustee owns the Plant and leases it to AEGCo and I&M.  Our subsidiaries account for the
lease as an operating lease with the future payment obligations included in Note 13.  The lease term is for 33
years with potential renewal options.  At the end of the lease term, AEGCo and I&M have the option to renew
the lease or the Owner Trustee can sell the Plant.  We, as well as our subsidiaries, have no ownership interest in
the Owner Trustee and do not guarantee its debt. 
 
Railcars 
 
In June 2003, we entered into an agreement with BTM Capital Corporation, as lessor, to lease 875 coal-
transporting aluminum railcars.  The initial lease term was five years with three consecutive five-year renewal 
periods for a maximum lease term of twenty years.  We intend to maintain the lease for the full lease term of
twenty years via the renewal options.  The lease is accounted for as an operating lease.  The future minimum
lease obligation is $28 million for the remaining railcars as of December 31, 2013.  Under a return-and-sale 
option, the lessor is guaranteed that the sale proceeds will equal at least a specified lessee obligation amount
which declines with each five-year renewal.  As of December 31, 2013, the maximum potential loss was
approximately $19 million assuming the fair value of the equipment is zero at the end of the current five-year 
lease term.  However, we believe that the fair value would produce a sufficient sales price to avoid any
loss.  We have other railcar lease arrangements that do not utilize this type of financing structure. 
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CONTRACTUAL OBLIGATION INFORMATION 
 
Our contractual cash obligations include amounts reported on the balance sheets and other obligations disclosed
in our footnotes.  The following table summarizes our contractual cash obligations as of December 31, 2013: 
 

 

 
Our $51 million liability related to uncertainty in Income Taxes is not included above because we cannot
reasonably estimate the cash flows by period. 
 
Our pension funding requirements are not included in the above table.  As of December 31, 2013, we expect to
make contributions to our pension plans totaling $80 million in 2014.  Estimated contributions of $78 million in
2015 and $84 million in 2016 may vary significantly based on market returns, changes in actuarial assumptions
and other factors.  Based upon the accumulated benefit obligation and fair value of assets available to pay
pension benefits, our pension plans were 99.9% funded as of December 31, 2013. 
 
 

 

Payments Due by Period 
 

      Less Than       After    
Contractual Cash Obligations   1 Year  2-3 Years  4-5 Years   5 Years   Total 

    (in millions) 
Short-term Debt (a)   $ 757 $ - $  -  $  -  $ 757 
Interest on Fixed Rate Portion of Long-term               
  Debt (b)     784  1,442  1,250     6,283    9,759 
Fixed Rate Portion of Long-term Debt (c)     988  2,284  2,853     10,328    16,453 
Variable Rate Portion of Long-term Debt (d)     561  1,382  6     -    1,949 
Capital Lease Obligations (e)     135  208  123     215    681 
Noncancelable Operating Leases (e)     288  514  445     862    2,109 
Fuel Purchase Contracts (f)     2,362  3,391  2,235     2,649    10,637 
Energy and Capacity Purchase Contracts     195  410  457     2,634    3,696 
Construction Contracts for Capital Assets (g)     807  1,123  931     1,797    4,658 

Total   $ 6,877 $ 10,754 $ 8,300  $  24,768  $ 50,699 

(a) Represents principal only excluding interest. 
(b) Interest payments are estimated based on final maturity dates of debt securities outstanding as of December 

31, 2013 and do not reflect anticipated future refinancing, early redemptions or debt issuances. 
(c) See “Long-term Debt” section of Note 14.  Represents principal only excluding interest. 
(d) See “Long-term Debt” section of Note 14.  Represents principal only excluding interest.  Variable rate debt 

had interest rates that ranged between 0.02% and 1.91% as of December 31, 2013. 
(e) See Note 13. 
(f) Represents contractual obligations to purchase coal, natural gas, uranium and other consumables as fuel for 

electric generation along with related transportation of the fuel. 
(g) Represents only capital assets for which we have signed contracts.  Actual payments are dependent upon 

and may vary significantly based upon the decision to build, regulatory approval schedules, timing and 
escalation of project costs. 
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In addition to the amounts disclosed in the contractual cash obligations table above, we make additional
commitments in the normal course of business.  These commitments include standby letters of credit,
guarantees for the payment of obligation performance bonds and other commitments.  As of December 31,
2013, our commitments outstanding under these agreements are summarized in the table below: 
 

 

 
SIGNIFICANT TAX LEGISLATION 
 
The Small Business Jobs Act extended the time for claiming bonus depreciation and increased the deduction to 
100% for 2011 and decreased the deduction to 50% for 2012.  The American Taxpayer Relief Act of 2012 
provided for the extension of several business and energy industry tax deductions and credits, including the 
one-year extension of the 50% bonus depreciation to 2013.  The enacted provisions had no material impact on 
net income or financial condition but did have a favorable impact on cash flows in 2013. 
 
CYBER SECURITY 
 
Cyber security presents a heightened risk for electric utility systems because a cyber-attack could affect critical
energy infrastructure.  Breaches to the cyber security of the grid or to our system are potentially disruptive to
people, property and commerce and create risk for our business, investors and customers.  In February 2013,
President Obama signed an executive order that addresses how government agencies will operate and support
the functions in cyber security as well as redefine how the government interfaces with critical infrastructure,
such as the electric grid.  We already operate under regulatory cyber security standards to protect critical
infrastructure.  The cyber security framework that is being developed through this executive order will be
reviewed by the FERC and the U.S. Department of Energy.  We are participating in the process by submitting
feedback through our industry trade group and sharing best practices already in place.  We protect our critical
cyber assets, such as our data centers, power plants, transmission operations centers and business network,
using multiple layers of cyber security and authentication.  We constantly scan the system for risks or threats. 
 
Cyber hackers have been able to breach a number of very secure facilities, from federal agencies, banks and 

 

Amount of Commitment Expiration Per Period 
 

   Less Than     After    
Other Commercial Commitments  1 Year 2-3 Years 4-5 Years   5 Years   Total 

   (in millions) 
Standby Letters of Credit (a)  $ 170 $ - $  -  $  -  $ 170 
Guarantees of the Performance of Outside Parties 
(b)   -  -   -     115    115 
Guarantees of Our Performance (c)   592  -   10     58    660 

Total Commercial Commitments  $ 762 $ - $  10  $  173  $ 945 

(a) We enter into standby letters of credit (LOCs) with third parties.  These LOCs cover items such as natural 
gas and electricity risk management contracts, construction contracts, insurance programs, security deposits 
and debt service reserves.  AEP, on behalf of our subsidiaries, and/or the subsidiaries issued all of these 
LOCs in the ordinary course of business.  There is no collateral held in relation to any guarantees in excess 
of our ownership percentages.  In the event any LOC is drawn, there is no recourse to third parties.  The 
maximum future payments of these LOCs are $170 million with maturities ranging from February 2014 to 
April 2015.  See “Letters of Credit” section of Note 6. 

(b) See “Guarantees of Third-Party Obligations” section of Note 6. 
(c) We issued performance guarantees and indemnifications for energy trading and various sale agreements. 
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retailers to social media sites.  As these events become known and develop, we continually assess our own
cyber security tools and processes to determine where we might need to strengthen our defenses. 
 
In recent years, we have taken additional steps to enhance our capabilities for identifying risks or threats and
have shared those threats with our utility peers, industry and federal agencies.  We operate our own Cyber
Security Operations Center.  Funding for this included a grant from the American Recovery and Reinvestment
Act – U.S. Department of Energy Smart Grid Demonstration Program.  This facility was initially designed as a
pilot cyber threat and information-sharing center specifically for the electric sector and today is fully
operational. 
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In 2013, as part of our industry’s continuing program to advance threat sharing and coordination, we
participated in the North American Electric Reliability Corporation (NERC) GridEx II exercise.  This effort,
led by NERC, tested and developed the coordination and interaction between utilities and various government
agencies relative to potential cyber and physical threats against the nation’s electric grid. 
 
In 2012, we signed a cooperative research and development agreement with the Department of Homeland
Security’s Office of Cyber Security and Communications, further enhancing our ability to directly exchange
information about cyber threats.  In addition, we continue to partner with a number of federal and industry
groups to advance the national capabilities of cyber security.  We are working with the U.S. Department of
Energy on several projects covering advanced cyber security and assessment tools. 
 
We have partnered with a major defense contractor who has significant cyber security experience and technical
capabilities developed through their work with the U.S. Department of Defense.  We work with a consortium of
other utilities across the country, learning how best to share information about potential threats and
collaborating with each other.  We continue to work with a nonaffiliated entity to conduct several seminars
each year about recognizing and investigating cyber vulnerabilities.  Through these types of efforts, we are
working to protect ourselves while helping our industry advance its cyber security capabilities. 
 
CRITICAL ACCOUNTING POLICIES AND ESTIMATES AND ACCOUNTING 
PRONOUNCEMENTS 
 
CRITICAL ACCOUNTING POLICIES AND ESTIMATES 
 
The preparation of financial statements in accordance with GAAP requires us to make estimates and
assumptions that affect reported amounts and related disclosures, including amounts related to legal matters and
contingencies.  We consider an accounting estimate to be critical if: 
 

 
We discuss the development and selection of critical accounting estimates as presented below with the Audit
Committee of AEP’s Board of Directors and the Audit Committee reviews the disclosures relating to them. 
 
We believe that the current assumptions and other considerations used to estimate amounts reflected in our
financial statements are appropriate.  However, actual results can differ significantly from those estimates. 
 
The sections that follow present information about our critical accounting estimates, as well as the effects of
hypothetical changes in the material assumptions used to develop each estimate. 
 
Regulatory Accounting 
 
Nature of Estimates Required 
 
Our financial statements reflect the actions of regulators that can result in the recognition of revenues and
expenses in different time periods than enterprises that are not rate-regulated. 
 
We recognize regulatory assets (deferred expenses to be recovered in the future) and regulatory liabilities
(deferred future revenue reductions or refunds) for the economic effects of regulation.  Specifically, we match
the timing of expense and income recognition with regulated revenues.  We also record liabilities for refunds,
or probable refunds, to customers that have not been made. 

 

•  It requires assumptions to be made that were uncertain at the time the estimate was made; and 

•  Changes in the estimate or different estimates that could have been selected could have a material effect
on net income or financial condition. 
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Assumptions and Approach Used 
 
When incurred costs are probable of recovery through regulated rates, we record them as regulatory assets on
the balance sheet.  We review the probability of recovery at each balance sheet date and whenever new events
occur.  Similarly, we record regulatory liabilities when a determination is made that a refund is probable or
when ordered by a commission.  Examples of new events that affect probability include changes in the
regulatory environment,  
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issuance of a regulatory commission order or passage of new legislation.  The assumptions and judgments used
by regulatory authorities continue to have an impact on the recovery of costs as well as the return of revenues,
rate of return earned on invested capital and timing and amount of assets to be recovered through regulated
rates.  If recovery of a regulatory asset is no longer probable, we write off that regulatory asset as a charge
against earnings.  A write-off of regulatory assets or establishment of a regulatory liability may also reduce
future cash flows since there will be no recovery through regulated rates. 
 
Effect if Different Assumptions Used 
 
A change in the above assumptions may result in a material impact on our net income.  Refer to Note 5 for
further detail related to regulatory assets and regulatory liabilities. 
 
Revenue Recognition – Unbilled Revenues 
 
Nature of Estimates Required 
 
We record revenues when energy is delivered to the customer.  The determination of sales to individual
customers is based on the reading of their meters, which we perform on a systematic basis throughout the
month.  At the end of each month, amounts of energy delivered to customers since the date of the last meter
reading are estimated and the corresponding unbilled revenue accrual is recorded.  This estimate is reversed in
the following month and actual revenue is recorded based on meter readings.  In accordance with the applicable
state commission regulatory treatment in Arkansas, Louisiana, Oklahoma and Texas, PSO and SWEPCo do not
record the fuel portion of unbilled revenue. 
 
The changes in unbilled electric utility revenues for our Vertically Integrated Utilities segment were $(9)
million, $13 million and $(57) million for the years ended December 31, 2013, 2012 and 2011,
respectively.  The changes in unbilled electric revenues are primarily due to changes in weather and rate
increases.  Accrued unbilled revenues for the Vertically Integrated Utilities segment were $283 million and
$292 million as of December 31, 2013 and 2012, respectively. 
 
The changes in unbilled electric utility revenues for our Transmission and Distribution Utilities segment were
$(22) million, $(12) million and $(24) million for the years ended December 31, 2013, 2012 and 2011,
respectively.  The changes in unbilled electric revenues are primarily due to changes in weather and rate
increases.  Accrued unbilled revenues for the Transmission and Distribution Utilities segment were $165
million and $187 million as of December 31, 2013 and 2012, respectively. 
 
In March 2012, our Generation & Marketing segment acquired an independent retail electric supplier.  The
change in unbilled electric utility revenues for our Generation & Marketing segment was $10 million and $34
million for the years ended December 31, 2013 and 2012, respectively.  Accrued unbilled revenues for the
Generation & Marketing segment were $41 million and $31 million as of December 31, 2013 and 2012,
respectively. 
 
Assumptions and Approach Used 
 
For each operating company, we compute the monthly estimate for unbilled revenues as net generation
(generation plus purchases less sales) less the current month’s billed KWh plus the prior month’s unbilled 
KWh.  However, due to meter reading issues, meter drift and other anomalies, a separate monthly calculation
limits the unbilled estimate within a range of values.  This limiter calculation is derived from an allocation of
billed KWh to the current month and previous month, on a cycle-by-cycle basis, and by dividing the current 
month aggregated result by the billed KWh.  The limits are statistically set at one standard deviation from this
percentage to determine the upper and lower limits of the range.  The unbilled estimate is compared to the 
limiter calculation and adjusted for variances exceeding the upper and lower limits. 
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For certain contracts, we calculate unbilled revenues by contract using the most recent historic daily activity
adjusted for significant known changes in usage. 
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Effect if Different Assumptions Used 
 
Significant fluctuations in energy demand for the unbilled period, weather, line losses or changes in the
composition of customer classes could impact the accuracy of the unbilled revenue estimate.  A 1% change in
the limiter calculation when it is outside the range would increase or decrease unbilled revenues by 1% of the
accrued unbilled revenues. 
 
Accounting for Derivative Instruments 
 
Nature of Estimates Required 
 
We consider fair value techniques, valuation adjustments related to credit and liquidity and judgments related to
the probability of forecasted transactions occurring within the specified time period to be critical accounting
estimates.  These estimates are considered significant because they are highly susceptible to change from period
to period and are dependent on many subjective factors. 
 
Assumptions and Approach Used 
 
We measure the fair values of derivative instruments and hedge instruments accounted for using MTM
accounting based primarily on exchange prices and broker quotes.  If a quoted market price is not available, we
estimate the fair value based on the best market information available including valuation models that estimate
future energy prices based on existing market and broker quotes, supply and demand market data and other
assumptions.  Fair value estimates, based upon the best market information available, involve uncertainties and
matters of significant judgment.  These uncertainties include projections of macroeconomic trends and future
commodity prices, including supply and demand levels and future price volatility. 
 
We reduce fair values by estimated valuation adjustments for items such as discounting, liquidity and credit
quality.  We calculate liquidity adjustments by utilizing bid/ask spreads to estimate the potential fair value
impact of liquidating open positions over a reasonable period of time.  We calculate credit adjustments on our
risk management contracts using estimated default probabilities and recovery rates relative to our
counterparties or counterparties with similar credit profiles and contractual netting agreements. 
 
With respect to hedge accounting, we assess hedge effectiveness and evaluate a forecasted transaction’s 
probability of occurrence within the specified time period as provided in the original hedge documentation. 
 
Effect if Different Assumptions Used 
 
There is inherent risk in valuation modeling given the complexity and volatility of energy markets.  Therefore,
it is possible that results in future periods may be materially different as contracts settle. 
 
The probability that hedged forecasted transactions will not occur by the end of the specified time period could
change operating results by requiring amounts currently classified in Accumulated Other Comprehensive
Income (Loss) to be classified into operating income. 
 
For additional information regarding derivatives, hedging and fair value measurements, see Notes 10 and
11.  See “Fair Value Measurements of Assets and Liabilities” section of Note 1 for fair value calculation policy.
 
Long-Lived Assets 
 
Nature of Estimates Required 
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In accordance with the requirements of “Property, Plant and Equipment” accounting guidance, we evaluate 
long-lived assets for impairment whenever events or changes in circumstances indicate that the carrying 
amount of any such assets may not be recoverable including planned abandonments and a probable
disallowance for rate-making on a plant under construction or the assets meet the held-for-sale criteria.  We 
utilize a group composite method of depreciation to estimate the useful lives of long-lived assets.  The 
evaluations of long-lived, held-and-used assets may result from abandonments, significant decreases in the
market price of an asset, a significant adverse change in  
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the extent or manner in which an asset is being used or in its physical condition, a significant adverse change in
legal factors or in the business climate that could affect the value of an asset, as well as other economic or
operations analyses.  If the carrying amount is not recoverable, we record an impairment to the extent that the
fair value of the asset is less than its book value.  Performing an impairment evaluation involves a significant
degree of estimation and judgment in areas such as identifying circumstances that indicate an impairment may
exist, identifying and grouping affected assets and developing the undiscounted and discounted future cash
flows (used to estimate fair value in the absence of market-based value, in some instances) associated with the
asset.  For assets held for sale, an impairment is recognized if the expected net sales price is less than its book
value.  For regulated assets, the earnings impact of an impairment charge could be offset by the establishment
of a regulatory asset if rate recovery is probable.  For nonregulated assets, any impairment charge is recorded
against earnings. 
 
Assumptions and Approach Used 
 
The fair value of an asset is the amount at which that asset could be bought or sold in a current transaction
between willing parties other than in a forced or liquidation sale.  Quoted market prices in active markets are
the best evidence of fair value and are used as the basis for the measurement, if available.  In the absence of
quoted prices for identical or similar assets in active markets, we estimate fair value using various internal and
external valuation methods including cash flow projections or other market indicators of fair value such as bids
received, comparable sales or independent appraisals.  Cash flow estimates are based on relevant information
available at the time the estimates are made.  Estimates of future cash flows are, by nature, highly uncertain and
may vary significantly from actual results.  Also, when measuring fair value, management evaluates the
characteristics of the asset or liability to determine if market participants would take those characteristics into
account when pricing the asset or liability at the measurement date.  Such characteristics include, for example,
the condition and location of the asset or restrictions of the use of the asset.  We perform depreciation studies
that include a review of any external factors that may affect the useful life to determine composite depreciation
rates and related lives which are subject to periodic review by state regulatory commissions for cost-based 
regulated assets.  The fair value of the asset could be different using different estimates and assumptions in
these valuation techniques. 
 
Effect if Different Assumptions Used 
 
In connection with the evaluation of long-lived assets in accordance with the requirements of “Property, Plant 
and Equipment” accounting guidance, the fair value of an asset can vary if different estimates and assumptions
would have been used in our applied valuation techniques.  The estimate for depreciation rates takes into
account the history of interim capital replacements and the amount of salvage expected.  In cases of
impairment, we made our best estimate of fair value using valuation methods based on the most current
information at that time.  Fluctuations in realized sales proceeds versus the estimated fair value of the asset are
generally due to a variety of factors including, but not limited to, differences in subsequent market conditions,
the level of bidder interest, timing and terms of the transactions and our analysis of the benefits of the
transaction. 
 
Pension and Other Postretirement Benefits 
 
We maintain a qualified, defined benefit pension plan (Qualified Plan), which covers substantially all nonunion
and certain union employees, and unfunded, nonqualified supplemental plans (Nonqualified Plans) to provide
benefits in excess of amounts permitted under the provisions of the tax law for participants in the Qualified
Plan (collectively the Pension Plans).  Additionally, we entered into individual employment contracts with
certain current and retired executives that provide additional retirement benefits as a part of the Nonqualified
Plans.  We also sponsor other postretirement benefit plans to provide health and life insurance benefits for
retired employees (Postretirement Plans).  The Pension Plans and Postretirement Plans are collectively referred 

 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1168 of 1829



to as the Plans. 
 
For a discussion of investment strategy, investment limitations, target asset allocations and the classification of
investments within the fair value hierarchy, see “Investments Held in Trust for Future Liabilities” and “Fair 
Value Measurements of Assets and Liabilities” sections of Note 1.  See Note 8 for information regarding costs
and assumptions for employee retirement and postretirement benefits. 
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The following table shows the net periodic cost (credit) of the Plans: 
 

 
The net periodic benefit cost is calculated based upon a number of actuarial assumptions, including expected
long-term rates of return on the Plans’ assets.  In developing the expected long-term rate of return assumption 
for 2014, we evaluated input from actuaries and investment consultants, including their reviews of asset class
return expectations as well as long-term inflation assumptions.  We also considered historical returns of the
investment markets and changes in tax rates which affect a portion of the Postretirement Plans’ assets.  We 
anticipate that the investment managers we employ for the Plans will invest the assets to generate future returns
averaging 6% for the Qualified Plan and 6.75% for the Postretirement Plans. 
 
The expected long-term rate of return on the Plans’ assets is based on our targeted asset allocation and our
expected investment returns for each investment category.  Our assumptions are summarized in the following
table: 
 

 
We regularly review the actual asset allocation and periodically rebalance the investments to our targeted
allocation.  We believe that 6% and 6.75% are reasonable estimates of the long-term rate of return on the Plans’
assets.  The Pension Plans’ assets had an actual gain of 8.1% and 13.8% for the years ended December 31, 2013
and 2012, respectively.  The Postretirement Plans’ assets had an actual gain of 14.3% and 15.4% for the years
ended December 31, 2013 and 2012, respectively.  We will continue to evaluate the actuarial assumptions,
including the expected rate of return, at least annually, and will adjust the assumptions as necessary. 
 
We base our determination of pension expense or income on a market-related valuation of assets, which 
reduces year-to-year volatility.  This market-related valuation recognizes investment gains or losses over a five-
year period from the year in which they occur.  Investment gains or losses for this purpose are the difference
between the expected return calculated using the market-related value of assets and the actual return based on
the market-related value of assets.  Since the market-related value of assets recognizes gains or losses over a
five-year period, the future value of assets will be impacted as previously deferred gains or losses are
recorded.  As of December 31, 2013, we had cumulative gains of approximately $207 million that remain to be
recognized in the calculation of the market-related value of assets.  These unrecognized net actuarial gains may 
result in decreases in the future pension costs depending on several factors, including whether such gains at 

 

    Years Ended December 31, 
Net Periodic Benefit Cost (Credit)  2013  2012    2011  

  (in millions) 
Pension Plans  $ 180 $ 134  $  118 
Postretirement Plans   (17)  89     73 

    Other Postretirement 

  Pension Plans  Benefit Plans 

     Assumed/     Assumed/ 
  2014   Expected  2014    Expected 
  Target  Long-Term  Target   Long-Term 
  Asset  Rate of  Asset   Rate of 

  Allocation  Return  Allocation   Return 

Equity  30 %  8.00 %  66 %    7.80 % 
Fixed Income  55 %  4.60 %  33 %    4.40 % 
Other Investments  15 %  7.00 %  - %    - % 

Cash and Cash Equivalents - %  - %  1 %    3.00 % 

Total  100 %    100 %       
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each measurement date exceed the corridor in accordance with “Compensation – Retirement Benefits”
accounting guidance. 
 
The method used to determine the discount rate that we utilize for determining future obligations is a duration-
based method in which a hypothetical portfolio of high quality corporate bonds is constructed with cash flows
matching the benefit plan liability.  The composite yield on the hypothetical bond portfolio is used as the
discount rate for the plan.  The discount rate as of December 31, 2013 under this method was 4.7% for the
Qualified Plan, 4.55% for the Nonqualified Plans and 4.7% for the Postretirement Plans.  Due to the effect of
the unrecognized actuarial gains and based on an expected rate of return on the Pension Plans’ assets of 6%, 
discount rates of 4.7% and 4.55% and various other assumptions, we estimate that the pension costs for the
Pension Plans will approximate $161 million,  
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$113 million and $109 million in 2014, 2015 and 2016, respectively.  Based on an expected rate of return on
the Postretirement Plans’ assets of 6.75%, a discount rate of 4.7% and various other assumptions, we estimate
credits will approximate $77 million, $82 million and $82 million in 2014, 2015 and 2016, respectively.  Future
actual costs will depend on future investment performance, changes in future discount rates and various other
factors related to the populations participating in the Plans.  The actuarial assumptions used may differ
materially from actual results.  The effects of a 50 basis point change to selective actuarial assumptions are
included in the “Effect if Different Assumptions Used” section below. 
 
In November 2012, we announced changes to our retiree medical coverage.  Effective for retirements after
December 2012, our contribution to retiree medical costs was capped reducing our future exposure to medical
cost inflation.  Effective for employees hired after December 2013, we will not provide retiree medical
coverage.  This change reduced costs of the plan beginning in 2013 as shown by the estimated credits for
Postretirement Plans in the previous paragraph. 
 
The value of the Pension Plans’ assets remained unchanged at $4.7 billion as of December 31, 2013 and
December 31, 2012 primarily due to investment returns offsetting benefit payments.  During 2013, the
Qualified Plan paid $324 million and the Nonqualified Plans paid $7 million in benefits to plan
participants.  The value of the Postretirement Plans’ assets increased to $1.7 billion as of December 31, 2013
from $1.6 billion as of December 31, 2012 primarily due to investment returns and contributions by the
company and the participants in excess of benefit payments.  The Postretirement Plans paid $140 million in
benefits to plan participants during 2013. 
 
Nature of Estimates Required 
 
We sponsor pension and other retirement and postretirement benefit plans in various forms covering all
employees who meet eligibility requirements.  We account for these benefits under “Compensation” and “Plan 
Accounting” accounting guidance.  The measurement of our pension and postretirement benefit obligations,
costs and liabilities is dependent on a variety of assumptions. 
 
Assumptions and Approach Used 
 
The critical assumptions used in developing the required estimates include the following key factors: 
 

 
Other assumptions, such as retirement, mortality and turnover, are evaluated periodically and updated to reflect
actual experience. 
 
 

 

•  Discount rate 

•  Compensation increase rate 

•  Cash balance crediting rate 

•  Health care cost trend rate 

•  Expected return on plan assets 
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Effect if Different Assumptions Used 
 
The actuarial assumptions used may differ materially from actual results due to changing market and economic
conditions, higher or lower withdrawal rates, longer or shorter life spans of participants or higher or lower lump
sum versus annuity payout elections by plan participants.  These differences may result in a significant impact
to the amount of pension and postretirement benefit expense recorded.  If a 50 basis point change were to occur
for the following assumptions, the approximate effect on the financial statements would be as follows: 
 

 
ACCOUNTING PRONOUNCEMENTS 
 
Future Accounting Changes 
 
The FASB’s standard-setting process is ongoing and until new standards have been finalized and issued, we
cannot determine the impact on the reporting of our operations and financial position that may result from any
such future changes.  The FASB is currently working on several projects including revenue recognition,
financial instruments, leases, insurance, hedge accounting and consolidation policy.  The ultimate
pronouncements resulting from these and future projects could have an impact on our future net income and
financial position. 
 
QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 
 
Market Risks 
 
Our Vertically Integrated Utilities segment is exposed to certain market risks as a major power producer and 
through its transactions in power, coal, natural gas and marketing contracts.  These risks include commodity 
price risk, interest rate risk and credit risk.  In addition, we are exposed to foreign currency exchange risk as we 
occasionally procure various services and materials used in our energy business from foreign suppliers.  These 
risks represent the risk of loss that may impact us due to changes in the underlying market prices or rates. 
 
Our Transmission and Distribution Utilities segment is exposed to FTR price risk as it relates to congestion 

 

      Other Postretirement 

   Pension Plans   Benefit Plans 

   +0.5%  -0.5%   +0.5%   -0.5% 

   (in millions) 
Effect on December 31, 2013 Benefit Obligations                 

Discount Rate  $ (233)  $ 254   $  (71)  $ 78 
Compensation Increase Rate   13   (12)    NA     NA 
Cash Balance Crediting Rate   43   (39)    NA     NA 
Health Care Cost Trend Rate   NA   NA      25   (28)
                

Effect on 2013 Periodic Cost               
Discount Rate   (12)   13      (4)   4 
Compensation Increase Rate   4   (4)    NA   NA 
Cash Balance Crediting Rate   11   (11)    NA     NA 
Health Care Cost Trend Rate   NA   NA      4   (4)
Expected Return on Plan Assets   (21)   21      (8)   8 
                
NA   Not applicable.               
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during the June 2012 – May 2015 Ohio ESP period.  Additional risk includes interest rate risk. 
 
Our Generation & Marketing segment conducts marketing, risk management and retail activities in ERCOT,
PJM and MISO.  This segment is exposed to certain market risks as a marketer of wholesale and retail
electricity.  These risks include commodity price risk, interest rate risk and credit risk.  These risks represent
the risk of loss that may impact us due to changes in the underlying market prices or rates.  In addition, our
Generation & Marketing segment is also exposed to certain market risks as a major power producer and
through its transactions in wholesale electricity, natural gas and coal trading and marketing contracts. 
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We employ risk management contracts including physical forward purchase-and-sale contracts and financial 
forward purchase-and-sale contracts.  We engage in risk management of power, coal, natural gas and, to a 
lesser extent, heating oil, gasoline and other commodity contracts to manage the risk associated with our energy 
business.  As a result, we are subject to price risk.  The amount of risk taken is determined by the Commercial 
Operations, Energy Supply, and Finance groups in accordance with our established risk management policies 
as approved by the Finance Committee of our Board of Directors.  Our market risk oversight staff 
independently monitors our risk policies, procedures and risk levels and provides members of the Commercial 
Operations Risk Committee (Regulated Risk Committee) and the Energy Supply Risk Committee (Competitive 
Risk Committee) various daily, weekly and/or monthly reports regarding compliance with policies, limits and 
procedures.  The Regulated Risk Committee consists of our Chief Operating Officer, Chief Financial Officer, 
Executive Vice President of Generation, Senior Vice President of Commercial Operations and Chief Risk 
Officer.  The Competitive Risk Committee consists of our Chief Operating Officer, Chief Financial Officer, 
Executive Vice President of Energy Supply, Senior Vice President of Commercial Operations and Chief Risk 
Officer.  When commercial activities exceed predetermined limits, we modify the positions to reduce the risk to 
be within the limits unless specifically approved by the respective committee. 
 
The following table summarizes the reasons for changes in total mark-to-market (MTM) value as compared to 
December 31, 2012: 
 

 

  MTM Risk Management Contract Net Assets (Liabilities) 
  Year Ended December 31, 2013 
                 
      Transmission       
    Vertically  and  Generation    
    Integrated  Distribution  and    

    Utilities  Utilities  Marketing   Total 
      (in millions) 
Total MTM Risk Management Contract 
Net Assets              
  as of December 31, 2012 $ 39  $ (1)  $  158   $ 196 
(Gain) Loss from Contracts Realized/Settled 
During the              
  Period and Entered in a Prior Period   (16)   1    (32)    (47)
Fair Value of New Contracts at Inception 
When Entered              
  During the Period (a)   -   -    16     16 
Changes in Fair Value Due to 
Market Fluctuations              
  During the Period (b)   -   -    15     15 
Changes in Fair Value Allocated 
to Regulated              
  Jurisdictions (c)   9   3    -     12 
Total MTM Risk Management 
Contract Net Assets              
  as of December 31, 2013 $ 32  $ 3  $  157     192 
Commodity Cash Flow Hedge Contracts              1 
Interest Rate and Foreign Currency Cash 
Flow Hedge              
  Contracts              (2)

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1175 of 1829



 

 
See Note 10 – Derivatives and Hedging and Note 11 – Fair Value Measurements for additional information
related to our risk management contracts.  The following tables and discussion provide information on our
credit risk and market volatility risk. 
 
 

Fair Value Hedge Contracts              (10)
Collateral Deposits              9 
Total MTM Derivative Contract Net 
Assets as of              
  December 31, 2013            $ 190 

(a) Reflects fair value on primarily long-term structured contracts which are typically with customers that seek
fixed pricing to limit their risk against fluctuating energy prices.  The contract prices are valued against
market curves associated with the delivery location and delivery term.  A significant portion of the total
volumetric position has been economically hedged. 

(b) Market fluctuations are attributable to various factors such as supply/demand, weather, etc. 
(c) Relates to the net gains (losses) of those contracts that are not reflected on the statements of income.  These

net gains (losses) are recorded as regulatory liabilities/assets. 
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Credit Risk 
 
We limit credit risk in our wholesale marketing and trading activities by assessing the creditworthiness of
potential counterparties before entering into transactions with them and continuing to evaluate their
creditworthiness on an ongoing basis.  We use Moody’s Investors Service, Standard & Poor’s and current 
market-based qualitative and quantitative data as well as financial statements to assess the financial health of
counterparties on an ongoing basis. 
 
We have risk management contracts with numerous counterparties.  Since open risk management contracts are
valued based on changes in market prices of the related commodities, our exposures change daily.  As of
December 31, 2013, our credit exposure net of collateral to sub investment grade counterparties was
approximately 8.7%, expressed in terms of net MTM assets, net receivables and the net open positions for
contracts not subject to MTM (representing economic risk even though there may not be risk of accounting
loss).  As of December 31, 2013, the following table approximates our counterparty credit quality and exposure
based on netting across commodities, instruments and legal entities where applicable: 
 

  
In addition, we are exposed to credit risk related to our participation in RTOs.  For each of the RTOs in which
we participate, this risk is generally determined based on our proportionate share of member gross activity over
a specified period of time. 
  
Value at Risk (VaR) Associated with Risk Management Contracts 
 
We use a risk measurement model, which calculates VaR, to measure our commodity price risk in the risk
management portfolio.  The VaR is based on the variance-covariance method using historical prices to estimate
volatilities and correlations and assumes a 95% confidence level and a one-day holding period.  Based on this 
VaR analysis, as of December 31, 2013, a near term typical change in commodity prices is not expected to
materially impact net income, cash flows or financial condition. 
 
The following table shows the end, high, average and low market risk as measured by VaR for the trading
portfolio for the periods indicated: 
 

VaR Model 
 

 

    

  

Exposure 

  

 

 

 

 

Number of 

  

Net Exposure 
    Before   Counterparties of 
    Credit Credit Net >10% of Counterparties

Counterparty Credit Quality Collateral Collateral Exposure Net Exposure >10% 

      (in millions, except number of counterparties) 
Investment Grade   $  630   $ 7  $ 623    2   $ 290 
Split Rating      -    -   -    -     -
Noninvestment Grade      -    -   -    -     -
No External Ratings:                  
  Internal Investment Grade      79    -   79    4     45 
  Internal Noninvestment Grade      78    11   67    3     46 

Total as of December 31, 2013   $  787   $ 18  $ 769    9  $ 381 
                     
Total as of December 31, 2012   $  807   $ 13  $ 794    7   $ 338 

Twelve Months Ended   Twelve Months Ended 
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We back-test our VaR results against performance due to actual price movements.  Based on the assumed 95%
confidence interval, the performance due to actual price movements would be expected to exceed the VaR at
least once every 20 trading days. 
  

December 31, 2013   December 31, 2012 
End   High   Average  Low   End  High   Average   Low 

(in millions)   (in millions) 
$ -   $ 1   $ -  $ -   $ -  $ 1   $ -   $ -
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As our VaR calculation captures recent price movements, we also perform regular stress testing of the portfolio
to understand our exposure to extreme price movements.  We employ a historical-based method whereby the
current portfolio is subjected to actual, observed price movements from the last several years in order to
ascertain which historical price movements translated into the largest potential MTM loss.  We then research
the underlying positions, price movements and market events that created the most significant exposure and
report the findings to the Risk Executive Committee, Regulated Risk Committee, or Competitive Risk
Committee as appropriate. 
 
Interest Rate Risk 
 
We utilize an Earnings at Risk (EaR) model to measure interest rate market risk exposure. EaR statistically
quantifies the extent to which our interest expense could vary over the next twelve months and gives a
probabilistic estimate of different levels of interest expense.  The resulting EaR is interpreted as the dollar
amount by which actual interest expense for the next twelve months could exceed expected interest expense
with a one-in-twenty chance of occurrence.  The primary drivers of EaR are from the existing floating rate debt
(including short-term debt) as well as long-term debt issuances in the next twelve months.  As calculated on
debt outstanding as of December 31, 2013 and 2012, the estimated EaR on our debt portfolio for the following
twelve months was $32 million and $42 million, respectively. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

 
To the Board of Directors and Shareholders of 
American Electric Power Company, Inc.: 
 
We have audited the accompanying consolidated balance sheets of American Electric Power Company, Inc.
and subsidiary companies (the "Company") as of December 31, 2013 and 2012,and the related consolidated
statements of income, comprehensive income (loss), changes in equity, and cash flows for each of the three
years in the period ended December 31, 2013. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements based on our
audits. 
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States).  Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.  An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation.  We believe that our audits provide a reasonable basis for our
opinion. 
 
In our opinion, such consolidated financial statements present fairly, in all material respects, the financial
position of American Electric Power Company, Inc. and subsidiary companies as of December 31, 2013 and
2012, and the results of their operations and their cash flows for each of the three years in the period ended
December 31, 2013, in conformity with accounting principles generally accepted in the United States of
America. 
 
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the Company's internal control over financial reporting as of December 31, 2013, based on the
criteria established in Internal Control—Integrated Framework (1992) issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated February 25, 2014 expressed an unqualified
opinion on the Company's internal control over financial reporting. 
 
/s/  Deloitte & Touche LLP 
 
Columbus, Ohio 
February 25, 2014 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

 
To the Board of Directors and Shareholders of 
American Electric Power Company, Inc.: 
 
We have audited the internal control over financial reporting of American Electric Power Company, Inc. and
subsidiary companies (the "Company") as of December 31, 2013, based on criteria established in Internal 
Control — Integrated Framework (1992) issued by the Committee of Sponsoring Organizations of the
Treadway Commission.  The Company's management is responsible for maintaining effective internal control
over financial reporting and for its assessment of the effectiveness of internal control over financial reporting,
included in the accompanying Management’s Report on Internal Control Over Financial Reporting.  Our
responsibility is to express an opinion on the Company's internal control over financial reporting based on our
audit. 
 
We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States).  Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects.  Our
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk, and performing such other procedures as we considered necessary in the
circumstances.  We believe that our audit provides a reasonable basis for our opinion. 
 
A company's internal control over financial reporting is a process designed by, or under the supervision of, the
company's principal executive and principal financial officers, or persons performing similar functions, and
effected by the company's board of directors, management, and other personnel to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles.  A company's internal control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2)
provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of
the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company's assets that could have a material effect on the financial
statements. 
 
Because of the inherent limitations of internal control over financial reporting, including the possibility of
collusion or improper management override of controls, material misstatements due to error or fraud may not
be prevented or detected on a timely basis.  Also, projections of any evaluation of the effectiveness of the
internal control over financial reporting to future periods are subject to the risk that the controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures
may deteriorate. 
 
In our opinion, the Company maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2013, based on the criteria established in Internal Control — Integrated 
Framework (1992) issued by the Committee of Sponsoring Organizations of the Treadway Commission. 
 
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated financial statements as of and for the year ended December 31, 2013 of the
Company and our report dated February 25, 2014 expressed an unqualified opinion on those financial 

 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1181 of 1829



statements. 
 
/s/  Deloitte & Touche LLP 
 
Columbus, Ohio 
February 25, 2014 
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

 
The management of American Electric Power Company, Inc. and subsidiary companies (AEP) is responsible
for establishing and maintaining adequate internal control over financial reporting as such term is defined in
Rule 13a- 15(f) and 15d-15(f) under the Securities Exchange Act of 1934, as amended.  AEP’s internal control 
system was designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. 
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate. 
 
Management assessed the effectiveness of AEP’s internal control over financial reporting as of December 31,
2013.  In making this assessment, management used the criteria set forth by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO 1992) in Internal Control – Integrated Framework.  Based 
on management’s assessment, AEP’s internal control over financial reporting was effective as of December 31,
2013. 
 
AEP’s independent registered public accounting firm has issued an attestation report on AEP’s internal control 
over financial reporting.  The Report of Independent Registered Public Accounting Firm appears on the
previous page. 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENTS OF INCOME 

For the Years Ended December 31, 2013, 2012 and 2011 
 (in millions, except per-share and share amounts) 

              
    Years Ended December 31, 
   2013  2012   2011  

REVENUES          
Vertically Integrated Utilities $ 9,347 $  8,785  $ 8,942 
Transmission and Distribution Utilities  4,279   4,659    4,982 
Generation & Marketing  1,208   882    563 
Other Revenues  523   619    629 
TOTAL REVENUES  15,357   14,945    15,116 

EXPENSES       
Fuel and Other Consumables Used for Electric Generation  4,068   4,111    4,421 
Purchased Electricity for Resale  1,491   1,169    1,191 
Other Operation  2,904   2,962    2,868 
Maintenance  1,179   1,115    1,236 
Asset Impairments and Other Related Charges  226   300    139 
Depreciation and Amortization  1,743   1,782    1,655 
Taxes Other Than Income Taxes  891   850    824 
TOTAL EXPENSES  12,502   12,289    12,334 
          
OPERATING INCOME  2,855   2,656    2,782 
          
Other Income (Expense):       
Interest and Investment Income  58   8    27 
Carrying Costs Income  30   53    393 
Allowance for Equity Funds Used During Construction  73   93    98 
Interest Expense  (906)   (988)   (933)
          
INCOME BEFORE INCOME TAX EXPENSE AND 
EQUITY EARNINGS  2,110   1,822    2,367 
          
Income Tax Expense  684   604    818 
Equity Earnings of Unconsolidated Subsidiaries  58   44    27 
          
INCOME BEFORE EXTRAORDINARY ITEM  1,484   1,262    1,576 
          
EXTRAORDINARY ITEM, NET OF TAX  -   -    373 
          
NET INCOME  1,484   1,262    1,949 
          
Net Income Attributable to Noncontrolling Interests  4   3    3 
          
NET INCOME ATTRIBUTABLE TO AEP 
SHAREHOLDERS  1,480   1,259    1,946 
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Preferred Stock Dividend Requirements of Subsidiaries Including 
Capital Stock Expense  -   -    5 
          
EARNINGS ATTRIBUTABLE TO AEP COMMON 
SHAREHOLDERS $ 1,480 $  1,259  $ 1,941 
          
WEIGHTED AVERAGE NUMBER OF BASIC AEP 
COMMON SHARES OUTSTANDING  486,619,555  484,682,469    482,169,282 
          
BASIC EARNINGS PER SHARE ATTRIBUTABLE TO AEP 

COMMON SHAREHOLDERS       
Income Before Extraordinary Item $ 3.04 $  2.60  $ 3.25 
Extraordinary Item, Net of Tax  -   -    0.77 
          
TOTAL BASIC EARNINGS PER SHARE ATTRIBUTABLE 
TO AEP COMMON SHAREHOLDERS $ 3.04 $  2.60  $ 4.02 
          
WEIGHTED AVERAGE NUMBER OF DILUTED AEP 
COMMON SHARES OUTSTANDING  487,040,956  485,084,694    482,460,328 
          
DILUTED EARNINGS PER SHARE ATTRIBUTABLE TO 

AEP COMMON SHAREHOLDERS       
Income Before Extraordinary Item $ 3.04 $  2.60  $ 3.25 
Extraordinary Item, Net of Tax  -   -    0.77 
          
TOTAL DILUTED EARNINGS PER SHARE 
ATTRIBUTABLE TO AEP COMMON       
  SHAREHOLDERS $ 3.04 $  2.60  $ 4.02 
          
See Notes to Consolidated Financial Statements beginning on 
page 60.       
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Years Ended December 31, 2013, 2012 and 2011 
 (in millions) 

                  
     Years Ended December 31, 
    2013    2012    2011  
Net Income  $ 1,484   $  1,262   $ 1,949 
                

OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAXES            
Cash Flow Hedges, Net of Tax of $8, $8 and $18 in 2013, 2012 and 2011,              
  Respectively   15      (15)    (34)
Securities Available for Sale, Net of Tax of $1, $1 and $1 in 2013, 2012 
and               
  2011, Respectively    3      2     (2)
Amortization of Pension and OPEB Deferred Costs, Net of Tax of $12, 
$16             
  and $13 in 2013, 2012 and 2011, Respectively    22      31     24 
Pension and OPEB Funded Status, Net of Tax of $95, $62 and $41 in 
2013,             
  2012 and 2011, Respectively   177      115     (77)
                
TOTAL OTHER COMPREHENSIVE INCOME (LOSS)   217      133     (89)
                
TOTAL COMPREHENSIVE INCOME   1,701      1,395     1,860 
                
Total Comprehensive Income Attributable to Noncontrolling Interests    4      3     3 
              
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO AEP             
  SHAREHOLDERS   1,697      1,392     1,857 
                
Preferred Stock Dividend Requirements of Subsidiaries Including             
  Capital Stock Expense    -      -     5 
                
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO AEP             
  COMMON SHAREHOLDERS  $ 1,697   $  1,392   $ 1,852 
                
See Notes to Consolidated Financial Statements beginning on page 60.             
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

For the Years Ended December 31, 2013, 2012 and 2011 
(in millions) 

 

  AEP Common Shareholders      

  Common Stock  Accumulated      
    Other      
    Paid-in Retained Comprehensive  Noncontrolling  

     Shares Amount Capital Earnings Income (Loss)  Interests  Total 
TOTAL EQUITY – 
DECEMBER 31, 2010   501 $  3,257  $  5,904 $ 4,842 $ (381) $  -  $ 13,622 
                   
Issuance of Common Stock   3    17    75           92 
Common Stock Dividends 
($1.85/share)          (894)       (4)   (898)
Preferred Stock Dividend 
Requirements of Subsidiaries          (2)          (2)
Loss on Reacquired Preferred 
Stock         (4)           (4)
Capital Stock Expense         (16)           (16)
Other Changes in Equity         11  (2)       2    11 
Net Income               1,946       3    1,949 
Other Comprehensive Loss           (89)       (89)
TOTAL EQUITY – 
DECEMBER 31, 2011   504    3,274     5,970  5,890  (470)    1   14,665 

                   
Issuance of Common Stock   2    15    68          83 
Common Stock Dividends 
($1.88/share)          (913)       (3)  (916)
Other Changes in Equity         11        (1)  10 
Net Income          1,259       3   1,262 
Other Comprehensive Income           133       133 
TOTAL EQUITY – 
DECEMBER 31, 2012   506    3,289     6,049  6,236  (337)    -    15,237 

                     
Issuance of Common Stock   2    14    70           84 
Common Stock Dividends 
($1.95/share)          (950)       (4)   (954)
Other Changes in Equity         12        1    13 
Net Income               1,480       4    1,484 
Other Comprehensive Income           217        217 
Pension and OPEB 
Adjustment Related to 
Mitchell Plant           5        5 
TOTAL EQUITY – 
DECEMBER 31, 2013   508 $  3,303  $  6,131 $ 6,766 $ (115) $  1  $ 16,086 
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See Notes to Consolidated Financial Statements beginning on page 60. 
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
CONSOLIDATED BALANCE SHEETS 

ASSETS 
December 31, 2013 and 2012 

(in millions) 
 

             December 31, 
  2013    2012  

CURRENT ASSETS     
Cash and Cash Equivalents $  118   $ 279 
Other Temporary Investments     

  

(December 31, 2013 and 2012 Amounts Include $335 and $311, 
Respectively, Related to Transition Funding, Phase-in-Recovery Funding, 
Consumer Rate Relief Funding and EIS)  353    324 

Accounts Receivable:     
  Customers  746    685 
  Accrued Unbilled Revenues  157    195 
  Pledged Accounts Receivable - AEP Credit  945    856 
  Miscellaneous  72    171 
  Allowance for Uncollectible Accounts  (60)   (36)
    Total Accounts Receivable  1,860    1,871 
Fuel  701    844 
Materials and Supplies  722    675 
Risk Management Assets  160    191 
Regulatory Asset for Under-Recovered Fuel Costs  80    88 
Margin Deposits  70    76 
Prepayments and Other Current Assets  246    241 
TOTAL CURRENT ASSETS  4,310    4,589 

     
PROPERTY, PLANT AND EQUIPMENT     

Electric:     
  Generation  25,074    26,279 
  Transmission  10,893    9,846 
  Distribution  16,377    15,565 
Other Property, Plant and Equipment (Including Plant to be Retired, Coal 
Mining     
  and Nuclear Fuel)  5,470    3,945 
Construction Work in Progress  2,471    1,819 
Total Property, Plant and Equipment  60,285    57,454 
Accumulated Depreciation and Amortization  19,288    18,691 
TOTAL PROPERTY, PLANT AND EQUIPMENT – NET  40,997    38,763 
      

OTHER NONCURRENT ASSETS     
Regulatory Assets  4,376    5,106 
Securitized Assets  2,373    2,117 
Spent Nuclear Fuel and Decommissioning Trusts  1,932    1,706 
Goodwill  91    91 
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Long-term Risk Management Assets  297    368 
Deferred Charges and Other Noncurrent Assets  2,038    1,627 
TOTAL OTHER NONCURRENT ASSETS  11,107    11,015 
      
TOTAL ASSETS $  56,414   $ 54,367 
      
See Notes to Consolidated Financial Statements beginning on page 60.     
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
CONSOLIDATED BALANCE SHEETS 

LIABILITIES AND EQUITY 
December 31, 2013 and 2012 

(dollars in millions) 
 

             December 31, 
  2013    2012  

CURRENT LIABILITIES   
Accounts Payable $  1,266   $ 1,169 
Short-term Debt:       
  Securitized Debt for Receivables - AEP Credit  700    657 
  Other Short-term Debt  57    324 
    Total Short-term Debt  757    981 
Long-term Debt Due Within One Year       

  

(December 31, 2013 and 2012 Amounts Include $416 and $367, 
Respectively, Related to Transition Funding, DCC Fuel, Phase-in-
Recovery Funding, Consumer Rate Relief Funding and Sabine)  1,549    2,171 

Risk Management Liabilities  90    155 
Customer Deposits  299    316 
Accrued Taxes  822    747 
Accrued Interest  245    269 
Regulatory Liability for Over-Recovered Fuel Costs  119    47 
Other Current Liabilities  965    968 
TOTAL CURRENT LIABILITIES  6,112    6,823 

        
NONCURRENT LIABILITIES       

Long-term Debt       

  

(December 31, 2013 and 2012 Amounts Include $2,532 and $2,227, 
Respectively, Related to Transition Funding, DCC Fuel, Phase-in-
Recovery Funding, Consumer Rate Relief Funding and Sabine)  16,828    15,586 

Long-term Risk Management Liabilities  177    214 
Deferred Income Taxes  10,300    9,252 
Regulatory Liabilities and Deferred Investment Tax Credits  3,694    3,544 
Asset Retirement Obligations  1,835    1,696 
Employee Benefits and Pension Obligations  415    1,075 
Deferred Credits and Other Noncurrent Liabilities  967    940 
TOTAL NONCURRENT LIABILITIES  34,216    32,307 
        
TOTAL LIABILITIES  40,328    39,130 
       
Rate Matters (Note 4)       
Commitments and Contingencies (Note 6)       
        

EQUITY         
Common Stock – Par Value – $6.50 Per Share:       
      2013    2012           
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  Shares Authorized 600,000,000    600,000,000           
  Shares Issued 508,113,964    506,004,962           
(20,336,592 Shares were Held in Treasury as of December 31, 2013 and 
2012)   3,303     3,289 
Paid-in Capital   6,131     6,049 
Retained Earnings   6,766     6,236 
Accumulated Other Comprehensive Income (Loss)   (115)    (337)
TOTAL AEP COMMON SHAREHOLDERS’ EQUITY  16,085    15,237 
          
Noncontrolling Interests   1     -
        
TOTAL EQUITY  16,086    15,237 
        
TOTAL LIABILITIES AND EQUITY $  56,414   $ 54,367 
        
See Notes to Consolidated Financial Statements beginning on page 60.       
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
For the Years Ended December 31, 2013, 2012 and 2011 

(in millions) 
                  
        Years Ended December 31, 

 2013  2012    2011  
OPERATING ACTIVITIES      

Net Income $ 1,484 $  1,262   $ 1,949 
Adjustments to Reconcile Net Income to Net Cash Flows          
  from Operating Activities:          
    Depreciation and Amortization 1,743   1,782    1,655 
    Deferred Income Taxes 709   636    794 
    Gain on Settlement with BOA and Enron -   -    (51)
    Settlement of Litigation with BOA and Enron -   -    (211)
    Extraordinary Item, Net of Tax -   -    (373)
    Asset Impairments and Other Related Charges 226   300    139 
    Carrying Costs Income (30)   (53)   (393)
    Allowance for Equity Funds Used During Construction (73)   (93)   (98)
    Mark-to-Market of Risk Management Contracts 38   57    37 
    Amortization of Nuclear Fuel 131   136    137 
    Pension Contributions to Qualified Plan Trust -   (200)   (450)
    Property Taxes (35)   (19)   (15)
    Fuel Over/Under-Recovery, Net 62   157    (25)
    Deferral of Ohio Capacity Costs, Net (214)   (65)   -
    Change in Other Noncurrent Assets (184)   (171)   (112)
    Change in Other Noncurrent Liabilities 3   127    307 
  Changes in Certain Components of Working Capital:          
      Accounts Receivable, Net 5   (16)   107 
      Fuel, Materials and Supplies 122   (224)   176 
      Accounts Payable 95   (60)   (44)
      Accrued Taxes, Net 85   174    193 
      Other Current Assets 5   (3)   37 
      Other Current Liabilities (66)   77    29 
Net Cash Flows from Operating Activities 4,106   3,804    3,788 
           

INVESTING ACTIVITIES          
Construction Expenditures (3,624)   (3,025)   (2,669)
Change in Other Temporary Investments, Net (11)   (27)   8 
Purchases of Investment Securities (927)   (1,047)   (1,321)
Sales of Investment Securities 858   988    1,379 
Acquisitions of Nuclear Fuel (154)   (107)   (106)
Acquisitions of Assets/Businesses (32)   (94)   (19)
Acquisition of Cushion Gas from BOA -   -    (214)
Insurance Proceeds Related to Cook Plant Fire 72   -    -
Proceeds from Sales of Assets 21   18    123 
Other Investing Activities (21)   (97)   (71)
Net Cash Flows Used for Investing Activities (3,818)   (3,391)   (2,890)
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FINANCING ACTIVITIES          

Issuance of Common Stock, Net 84   83    92 
Issuance of Long-term Debt 3,207   2,856    1,328 
Commercial Paper and Credit Facility Borrowings 17   25    488 
Change in Short-term Debt, Net (221)   (654)   744 
Retirement of Long-term Debt (2,598)   (1,643)   (1,665)
Retirement of Cumulative Preferred Stock -   -    (64)
Proceeds from Nuclear Fuel Sale/Leaseback 110   -    -
Commercial Paper and Credit Facility Repayments (20)   (40)   (928)
Principal Payments for Capital Lease Obligations (82)   (71)   (71)
Dividends Paid on Common Stock (954)   (916)   (898)
Dividends Paid on Cumulative Preferred Stock -   -    (2)
Other Financing Activities 8   5    5 
Net Cash Flows Used for Financing Activities (449)   (355)   (971)
           
Net Increase (Decrease) in Cash and Cash Equivalents (161)   58    (73)
Cash and Cash Equivalents at Beginning of Period 279   221    294 

Cash and Cash Equivalents at End of Period $ 118 $  279   $ 221 
           
See Notes to Consolidated Financial Statements beginning on 
page 60.          
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
  

1.  ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
ORGANIZATION 
 
Our principal business is the generation, transmission and distribution of electric power.  The subsidiaries that
conduct most of these activities are regulated by the FERC under the Federal Power Act and the Energy Policy
Act of 2005 and maintain accounts in accordance with the FERC and other regulatory guidelines.  Most of
these companies are subject to further regulation with regard to rates and other matters by state regulatory
commissions. 
 
We provide competitive electric supply for residential, commercial and industrial customers in Ohio, Illinois
and other deregulated electricity markets and also provide energy management solutions throughout the United
States, including energy efficiency services through our independent retail electric supplier. 
 
We also engage in wholesale electricity, natural gas and other commodity marketing and risk management
activities in the United States and provide various energy-related services.  In addition, our operations include
nonregulated wind farms and barging operations. 
 
Corporate Separation 
 
Background 
 
On December 31, 2013, based on FERC and PUCO orders which approved corporate separation of generation
assets and associated liabilities, OPCo transferred its generation assets and related generation liabilities at net
book value to AGR.  In accordance with Ohio law, OPCo remains responsible to provide power and capacity to
OPCo customers who have not switched electric providers.  Effective January 1, 2014, OPCo will purchase
power from both affiliated and nonaffiliated entities, subject to PUCO approval, to meet the energy and
capacity needs of customers. 
 
On December 31, 2013, subsequent to the transfer of OPCo’s generation assets and associated liabilities to 
AGR, AGR transferred at net book value its ownership (867 MW) in Amos Plant, Unit 3 to APCo.  The
transfer of these generation assets and associated liabilities was approved by the FERC, the Virginia SCC and
the WVPSC. 
 
On December 31, 2013, subsequent to the transfer of OPCo’s generation assets and associated liabilities to 
AGR, AGR transferred at net book value a one-half interest (780 MW) in the Mitchell Plant to KPCo.  The
transfer of these generation assets and associated liabilities was approved by the FERC and the KPSC. 
 
Other Impacts of Corporate Separation 
 
In accordance with our December 2010 announcement and our October 2012 filing with the FERC, the
Interconnection Agreement was terminated effective January 1, 2014.  The AEP System Interim Allowance
Agreement which provided for, among other things, the transfer of SO2 emission allowances associated with 
transactions under the Interconnection Agreement was also terminated. 
 
Effective January 1, 2014, the FERC approved: 
 

 

•  PCA among APCo, I&M and KPCo with AEPSC as the agent to coordinate the participants’ respective 
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power supply resources.  Under the PCA, APCo, I&M and KPCo will be individually responsible for
planning their respective capacity obligations and there will be no capacity equalization charges/credits
on deficit/surplus companies.   Further, the PCA allows, but does not obligate, APCo, I&M and KPCo
to participate collectively under a common fixed resource requirement capacity plan in PJM and to
participate in specified collective off-system sales and purchase activities. 

•  Bridge Agreement among AGR, APCo, I&M, KPCo and OPCo with AEPSC as agent.  The Bridge
Agreement is an interim arrangement to: (a) address the treatment of purchases and sales made by
AEPSC on behalf of member companies that extend beyond termination of the Interconnection
Agreement and (b) address how member companies will fulfill their existing obligations under the PJM
Reliability Assurance 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Rates and Service Regulation 
 
Our public utility subsidiaries’ rates are regulated by the FERC and state regulatory commissions in our eleven
state operating territories.  The FERC also regulates our affiliated transactions, including AEPSC intercompany
service billings which are generally at cost, under the 2005 Public Utility Holding Company Act and the
Federal Power Act.  The FERC also has jurisdiction over the issuances and acquisitions of securities of our
public utility subsidiaries, the acquisition or sale of certain utility assets and mergers with another electric
utility or holding company.  For non-power goods and services, the FERC requires a nonregulated affiliate to
bill an affiliated public utility company at no more than market while a public utility must bill the higher of cost
or market to a nonregulated affiliate.  The state regulatory commissions also regulate certain intercompany
transactions under various orders and affiliate statutes.  Both the FERC and state regulatory commissions are
permitted to review and audit the relevant books and records of companies within a public utility holding
company system. 
 
The FERC regulates wholesale power markets and wholesale power transactions.  Our wholesale power
transactions are generally market-based.  Wholesale power transactions are cost-based regulated when we
negotiate and file a cost-based contract with the FERC or the FERC determines that we have “market power” in 
the region where the transaction occurs.  We have entered into wholesale power supply contracts with various
municipalities and cooperatives that are FERC-regulated, cost-based contracts.  These contracts are generally 
formula rate mechanisms, which are trued up to actual costs annually.  Our wholesale power transactions in the
SPP region are currently cost-based within our balancing authority due to the FERC’s finding that PSO and 
SWEPCo have market power in the SPP region. 
 
The state regulatory commissions regulate all of the distribution operations and rates of our retail public utilities
on a cost basis.  The state regulatory commissions also regulate the retail generation/power supply operations
and rates except in Ohio and the ERCOT region of Texas.  The ESP rates in Ohio continue the process of
transitioning generation/power supply rates over time to market rates.  In the ERCOT region of Texas, the
generation/supply business is under customer choice and market pricing and is conducted by Texas Retail
Electric Providers (REPs).  Through our nonregulated subsidiaries, we enter into short and long-term wholesale 
transactions to buy or sell capacity, energy and ancillary services in the ERCOT market.  In addition, these
nonregulated subsidiaries control certain wind and coal-fired generation assets, the power from which is
marketed and sold in ERCOT.  We have no active REPs in ERCOT. 
 
The FERC also regulates our wholesale transmission operations and rates.  The FERC claims jurisdiction over
retail transmission rates when retail rates are unbundled in connection with restructuring.  OPCo’s retail 
transmission rates in Ohio, APCo’s retail transmission rates in Virginia, I&M’s retail transmission rates in 
Michigan and TCC’s and TNC’s retail transmission rates in Texas are unbundled.  OPCo’s retail transmission 
rates in Ohio, APCo’s retail transmission rates in Virginia and I&M’s retail transmission rates in Michigan are 
based on formula rates included in the PJM OATT that are cost-based.  Although TCC’s and TNC’s retail 
transmission rates in Texas are unbundled, retail transmission rates are regulated, on a cost basis, by the
PUCT.  Bundled retail transmission rates are regulated, on a cost basis, by the state
commissions.  Transmission rates for our seven wholly-owned transmission subsidiaries within our AEP 

 
  Agreement through the 2014/2015 PJM planning year.  Under the Bridge Agreement, AGR is

committed to meet capacity obligations of member companies through May 31, 2015. 
•  Power Supply Agreement (PSA) between AGR and OPCo for AGR to supply capacity for OPCo’s 

switched (at $188.88/MW day) and non-switched retail load for the period January 1, 2014 through
May 31, 2015 and to supply the energy needs of OPCo’s non-switched retail load that is not acquired 
through auctions from January 1, 2014 through December 31, 2014. 
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Transmission Holdco segment are based on formula rates included in the applicable RTO’s OATT that are cost-
based. 
 
In addition, the FERC regulates the SIA, the Operating Agreement, the System Transmission Integration
Agreement, the Transmission Agreement and the Transmission Coordination Agreement, all of which are still
active and allocate shared system costs and revenues to the utility subsidiaries that are parties to each
agreement.  In accordance with management’s December 2010 announcement and October 2012 filing with the
FERC, the Interconnection Agreement was terminated effective January 1, 2014.  The AEP System Interim
Allowance  
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Agreement which provided for, among other things, the transfer of SO2 emission allowances associated with 
transactions under the Interconnection Agreement was also terminated.  In December 2013, the FERC issued
orders approving the creation of a PCA, effective January 1, 2014.  Also effective January 1, 2014, the FERC
approved the creation of a Bridge Agreement among AGR, APCo, I&M, KPCo and OPCo with AEPSC as the
agent. 
 
Principles of Consolidation 
 
Our consolidated financial statements include our wholly-owned and majority-owned subsidiaries and VIEs of 
which we are the primary beneficiary.  Intercompany items are eliminated in consolidation.  We use the equity
method of accounting for equity investments where we exercise significant influence but do not hold a
controlling financial interest.  Such investments are recorded as Deferred Charges and Other Noncurrent Assets
on the balance sheets; equity earnings are included in Equity Earnings of Unconsolidated Subsidiaries on the
statements of income.  We have ownership interests in generating units that are jointly-owned with 
nonaffiliated companies.  Our proportionate share of the operating costs associated with such facilities is
included on the statements of income and our proportionate share of the assets and liabilities are reflected on
the balance sheets. 
 
Accounting for the Effects of Cost-Based Regulation 
 
As the owner of rate-regulated electric public utility companies, our financial statements reflect the actions of
regulators that result in the recognition of certain revenues and expenses in different time periods than
enterprises that are not rate-regulated.  In accordance with accounting guidance for “Regulated Operations,” we 
record regulatory assets (deferred expenses) and regulatory liabilities (deferred revenue reductions or refunds)
to reflect the economic effects of regulation in the same accounting period by matching expenses with their
recovery through regulated revenues and by matching income with its passage to customers in cost-based 
regulated rates. 
 
Use of Estimates 
 
The preparation of these financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the amounts reported in the financial statements and accompanying
notes.  These estimates include, but are not limited to, inventory valuation, allowance for doubtful accounts,
goodwill, intangible and long-lived asset impairment, unbilled electricity revenue, valuation of long-term 
energy contracts, the effects of regulation, long-lived asset recovery, storm costs, the effects of contingencies
and certain assumptions made in accounting for pension and postretirement benefits.  The estimates and
assumptions used are based upon management’s evaluation of the relevant facts and circumstances as of the
date of the financial statements.  Actual results could ultimately differ from those estimates. 
 
Cash and Cash Equivalents 
 
Cash and Cash Equivalents include temporary cash investments with original maturities of three months or less.
 
Other Temporary Investments 
 
Other Temporary Investments include funds held by trustees primarily for the payment of securitization bonds
and Securities Available for Sale, including marketable securities that we intend to hold for less than one year
and investments by our protected cell of EIS. 
 
We classify our investments in marketable securities as available-for-sale or held-to-maturity in accordance 
with the provisions of “Investments – Debt and Equity Securities” accounting guidance.  We do not have any 
investments classified as trading. 

 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1200 of 1829



 
Available-for-sale securities reflected in Other Temporary Investments are carried at fair value with the
unrealized gain or loss, net of tax, reported in AOCI.  Held-to-maturity securities reflected in Other Temporary 
Investments are carried at amortized cost.  The cost of securities sold is based on the specific identification or
weighted average cost method. 
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In evaluating potential impairment of securities with unrealized losses, we considered, among other criteria, the
current fair value compared to cost, the length of time the security's fair value has been below cost, our intent
and ability to retain the investment for a period of time sufficient to allow for any anticipated recovery in value
and current economic conditions.  See “Fair Value Measurements of Other Temporary Investments” in Note 
11. 
 
Inventory 
 
Fossil fuel inventories are generally carried at average cost with the exception of AGR and TNC which are
carried at the lower of average cost or market.  Materials and supplies inventories are carried at average cost. 
 
Accounts Receivable 
 
Customer accounts receivable primarily include receivables from wholesale and retail energy customers,
receivables from energy contract counterparties related to our risk management activities and customer
receivables primarily related to other revenue-generating activities. 
 
We recognize revenue from electric power sales when we deliver power to our customers.  To the extent that
deliveries have occurred but a bill has not been issued, we accrue and recognize, as Accrued Unbilled Revenues
on the balance sheets, an estimate of the revenues for energy delivered since the last billing. 
 
AEP Credit factors accounts receivable on a daily basis, excluding receivables from risk management activities,
for I&M, KGPCo, KPCo, OPCo, PSO, SWEPCo and a portion of APCo.  Since APCo does not have regulatory
authority to sell accounts receivable in its West Virginia regulatory jurisdiction, only a portion of APCo’s 
accounts receivable are sold to AEP Credit.  AEP Credit has a receivables securitization agreement with bank
conduits.  Under the securitization agreement, AEP Credit receives financing from the bank conduits for the
interest in the billed and unbilled receivables AEP Credit acquires from affiliated utility subsidiaries. 
 
Allowance for Uncollectible Accounts 
 
Generally, AEP Credit records bad debt expense based upon a 12-month rolling average of bad debt write-offs 
in proportion to gross accounts receivable purchased from participating AEP subsidiaries.  For receivables
related to APCo’s West Virginia operations, the bad debt reserve is calculated based on a rolling two-year 
average write-off in proportion to gross accounts receivable.  For customer accounts receivables related to our
risk management activities, accounts receivables are reviewed for bad debt reserves at a specific counterparty
level basis.  For the wires business of TCC and TNC, bad debt reserves are calculated using the specific
identification of receivable balances greater than 120 days delinquent, and for those balances less than 120 days
where the collection is doubtful.  For miscellaneous accounts receivable, bad debt expense is recorded for all
amounts outstanding 180 days or greater at 100%, unless specifically identified.  Miscellaneous accounts
receivable items open less than 180 days may be reserved using specific identification for bad debt reserves. 
 
Emission Allowances 
 
In regulated jurisdictions, we record emission allowances at cost, including the annual SO2 and NOx emission 
allowance entitlements received at no cost from the Federal EPA.  For our nonregulated business, we record
allowances at the lower of cost or market.  We follow the inventory model for these allowances.  We record
allowances expected to be consumed within one year in Materials and Supplies and allowances with expected
consumption beyond one year in Deferred Charges and Other Noncurrent Assets on the balance sheets.  We
record the consumption of allowances in the production of energy in Fuel and Other Consumables Used for
Electric Generation on the statements of income at an average cost.  We report the purchases and sales of 
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allowances in the Operating Activities section of the statements of cash flows.  We record the net margin on
sales of emission allowances in Vertically Integrated Utilities Revenue on the statements of income because of
its integral nature to the production process of energy and our revenue optimization strategy for our utility
operations.  The net margin on sales of emission allowances affects the determination of deferred fuel or
deferred emission allowance costs and the amortization of regulatory assets for certain jurisdictions. 
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Property, Plant and Equipment and Equity Investments 
 
Regulated 
 
Electric utility property, plant and equipment for our rate-regulated operations are stated at original 
cost.  Additions, major replacements and betterments are added to the plant accounts.  Under the group
composite method of depreciation, continuous interim routine replacements of items such as boiler tubes,
pumps, motors, etc. result in original cost retirements, less salvage, being charged to accumulated
depreciation.  The group composite method of depreciation assumes that on average, asset components are
retired at the end of their useful lives and thus there is no gain or loss.  The equipment in each primary electric
plant account is identified as a separate group.  The depreciation rates that are established take into account the
past history of interim capital replacements and the amount of salvage received.  These rates and the related
lives are subject to periodic review.  Removal costs are charged to regulatory liabilities.  The costs of labor,
materials and overhead incurred to operate and maintain our plants are included in operating expenses. 
 
Long-lived assets are required to be tested for impairment when it is determined that the carrying value of the
assets may no longer be recoverable or when the assets meet the held-for-sale criteria under the accounting 
guidance for “Impairment or Disposal of Long-Lived Assets.”  When it becomes probable that an asset in 
service or an asset under construction will be abandoned and regulatory cost recovery has been disallowed, the
cost of that asset shall be removed from plant-in-service or CWIP and charged to expense.  Equity investments
are required to be tested for impairment when it is determined there may be an other-than-temporary loss in 
value. 
 
The fair value of an asset or investment is the amount at which that asset or investment could be bought or sold
in a current transaction between willing parties, as opposed to a forced or liquidation sale.  Quoted market
prices in active markets are the best evidence of fair value and are used as the basis for the measurement, if
available.  In the absence of quoted prices for identical or similar assets or investments in active markets, fair
value is estimated using various internal and external valuation methods including cash flow analysis and
appraisals. 
 
Nonregulated 
 
Our nonregulated operations generally follow the policies of our rate-regulated operations listed above but with 
the following exceptions.  Property, plant and equipment of nonregulated operations and equity investments
(included in Deferred Charges and Other Noncurrent Assets) are stated at fair value at acquisition (or as
adjusted for any applicable impairments) plus the original cost of property acquired or constructed since the
acquisition, less disposals.  Normal and routine retirements from the plant accounts, net of salvage, are charged
to accumulated depreciation for most nonregulated operations under the group composite method of
depreciation.  For nonregulated plant assets, a gain or loss would be recorded if the retirement is not considered
an interim routine replacement.  Removal costs are charged to expense. 
 
Allowance for Funds Used During Construction (AFUDC) and Interest Capitalization 
 
For regulated operations, AFUDC represents the estimated cost of borrowed and equity funds used to finance
construction projects that is capitalized and recovered through depreciation over the service life of regulated
electric utility plant.  We record the equity component of AFUDC in Allowance for Equity Funds Used During
Construction and the debt component of AFUDC as a reduction to Interest Expense.  For nonregulated
operations, including  certain generating assets, interest is capitalized during construction in accordance with
the accounting guidance for “Capitalization of Interest.” 
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Valuation of Nonderivative Financial Instruments 
 
The book values of Cash and Cash Equivalents, Accounts Receivable, Accounts Payable and Short-term Debt 
approximate fair value because of the short-term maturity of these instruments.  The book value of the pre-
April 1983 spent nuclear fuel disposal liability approximates the best estimate of its fair value. 
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Fair Value Measurements of Assets and Liabilities 
 
The accounting guidance for “Fair Value Measurements and Disclosures” establishes a fair value hierarchy that 
prioritizes the inputs used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted
prices in active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to
unobservable inputs (Level 3 measurement).  Where observable inputs are available for substantially the full
term of the asset or liability, the instrument is categorized in Level 2.  When quoted market prices are not
available, pricing may be completed using comparable securities, dealer values, operating data and general
market conditions to determine fair value.  Valuation models utilize various inputs such as commodity, interest
rate and, to a lesser degree, volatility and credit that include quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar assets or liabilities in inactive markets, market
corroborated inputs (i.e. inputs derived principally from, or correlated to, observable market data) and other
observable inputs for the asset or liability. The amount of risk taken is determined by the Commercial
Operations, Energy Supply and Finance groups in accordance with our established risk management policies as
approved by the Finance Committee of our Board of Directors.  Our market risk oversight staff independently
monitors our risk policies, procedures and risk levels and provides members of the Commercial Operations
Risk Committee (Regulated Risk Committee) and the Energy Supply Risk Committee (Competitive Risk
Committee) various daily, weekly and/or monthly reports regarding compliance with policies, limits and
procedures.  The Regulated Risk Committee consists of our Chief Operating Officer, Chief Financial Officer,
Executive Vice President of Generation, Senior Vice President of Commercial Operations and Chief Risk
Officer.  The Competitive Risk Committee consists of our Chief Operating Officer, Chief Financial Officer,
Executive Vice President of Energy Supply, Senior Vice President of Commercial Operations and Chief Risk
Officer. 
 
For our commercial activities, exchange traded derivatives, namely futures contracts, are generally fair valued
based on unadjusted quoted prices in active markets and are classified as Level 1.  Level 2 inputs primarily
consist of OTC broker quotes in moderately active or less active markets, as well as exchange traded contracts
where there is insufficient market liquidity to warrant inclusion in Level 1.  We verify our price curves using
these broker quotes and classify these fair values within Level 2 when substantially all of the fair value can be
corroborated.  We typically obtain multiple broker quotes, which are nonbinding in nature, but are based on
recent trades in the marketplace.  When multiple broker quotes are obtained, we average the quoted bid and ask
prices.  In certain circumstances, we may discard a broker quote if it is a clear outlier.  We use a historical
correlation analysis between the broker quoted location and the illiquid locations.  If the points are highly
correlated we include these locations within Level 2 as well.  Certain OTC and bilaterally executed derivative
instruments are executed in less active markets with a lower availability of pricing information.  Illiquid
transactions, complex structured transactions, FTRs and counterparty credit risk may require nonmarket based
inputs.  Some of these inputs may be internally developed or extrapolated and utilized to estimate fair
value.  When such inputs have a significant impact on the measurement of fair value, the instrument is
categorized as Level 3.  The main driver of our contracts being classified as Level 3 is the inability to
substantiate our energy price curves in the market.  A significant portion of our Level 3 instruments have been
economically hedged which greatly limits potential earnings volatility. 
 
We utilize our trustee’s external pricing service in our estimate of the fair value of the underlying investments
held in the benefit plan and nuclear trusts.  Our investment managers review and validate the prices utilized by
the trustee to determine fair value.  We perform our own valuation testing to verify the fair values of the
securities.  We receive audit reports of our trustee’s operating controls and valuation processes.  The trustee
uses multiple pricing vendors for the assets held in the trusts. 
 
Assets in the benefits and nuclear trusts, Cash and Cash Equivalents and Other Temporary Investments are 
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classified using the following methods.  Equities are classified as Level 1 holdings if they are actively traded on
exchanges.  Items classified as Level 1 are investments in money market funds, fixed income and equity mutual
funds and domestic equity securities.  They are valued based on observable inputs primarily unadjusted quoted
prices in active markets for identical assets.  Items classified as Level 2 are primarily investments in individual
fixed income securities and cash equivalents funds.  Fixed income securities do not trade on an exchange and
do not have an official closing price but their valuation inputs are based on observable market data.  Pricing 
vendors calculate bond valuations using financial models and matrices.  The models use observable inputs
including yields on benchmark securities, quotes by securities brokers, rating agency actions, discounts or
premiums on securities compared to par prices, changes in yields for U.S. Treasury securities, corporate actions
by bond issuers, prepayment schedules and histories, economic events and, for certain securities, adjustments to
yields to reflect changes in the rate of inflation.   
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Other securities with model-derived valuation inputs that are observable are also classified as Level 2
investments.  Investments with unobservable valuation inputs are classified as Level 3 investments.  Benefit
plan assets included in Level 3 are primarily real estate and private equity investments that are valued using
methods requiring judgment including appraisals. 
 
Deferred Fuel Costs 
 
The cost of fuel and related emission allowances and emission control chemicals/consumables is charged to
Fuel and Other Consumables Used for Electric Generation expense when the fuel is burned or the allowance or
consumable is utilized.  The cost of fuel also includes the cost of nuclear fuel burned which is computed
primarily on the units-of-production method.  In regulated jurisdictions with an active FAC, fuel cost over-
recoveries (the excess of fuel revenues billed to customers over applicable fuel costs incurred) are generally
deferred as current regulatory liabilities and under-recoveries (the excess of applicable fuel costs incurred over
fuel revenues billed to customers) are generally deferred as current regulatory assets.  Fuel cost over-recovery 
and under-recovery balances are classified as noncurrent when there is a phase-in plan or the FAC has been 
suspended.  These deferrals are amortized when refunded or when billed to customers in later months with the
state regulatory commissions’ review and approval.  The amount of an over-recovery or under-recovery can 
also be affected by actions of the state regulatory commissions.  On a routine basis, state regulatory
commissions review and/or audit our fuel procurement policies and practices, the fuel cost calculations and
FAC deferrals.  When a FAC under-recovery is no longer probable of recovery, we adjust our FAC deferrals
and record provisions for estimated refunds to recognize these probable outcomes. 
 
Changes in fuel costs, including purchased power in Kentucky for KPCo, in Indiana and Michigan for I&M, in
Ohio (beginning in 2012 through the ESP related to non-auction standard service offer load served) for OPCo,
in Arkansas, Louisiana and Texas for SWEPCo, in Oklahoma for PSO and in Virginia and West Virginia (upon
securitization in November 2013) for APCo are reflected in rates in a timely manner generally through the
FAC.  Changes in fuel costs, including purchased power in Ohio (beginning in 2009 through 2011) for OPCo
and in West Virginia (prior to securitization in November 2013) for APCo are reflected in rates through FAC
phase-in plans.  The FAC generally includes some sharing of off-system sales.  In West Virginia for APCo, all 
of the profits from off-system sales are given to customers through the FAC.  None of the profits from off-
system sales are given to customers through the FAC in Ohio for OPCo.  A portion of profits from off-system 
sales are given to customers through the FAC and other rate mechanisms in Oklahoma for PSO, Arkansas,
Louisiana and Texas for SWEPCo, Kentucky for KPCo, Virginia for APCo and in Indiana and Michigan for
I&M.  Where the FAC or off-system sales sharing mechanism is capped, frozen or non-existent, changes in fuel 
costs or sharing of off-system sales impact earnings. 
 
Revenue Recognition 
 
Regulatory Accounting 
 
Our financial statements reflect the actions of regulators that can result in the recognition of revenues and
expenses in different time periods than enterprises that are not rate-regulated.  Regulatory assets (deferred 
expenses) and regulatory liabilities (deferred revenue reductions or refunds) are recorded to reflect the
economic effects of regulation in the same accounting period by matching expenses with their recovery through
regulated revenues and by matching income with its passage to customers in cost-based regulated rates. 
 
When regulatory assets are probable of recovery through regulated rates, we record them as assets on the
balance sheets.  We test for probability of recovery at each balance sheet date or whenever new events
occur.  Examples of new events include the issuance of a regulatory commission order or passage of new
legislation.  If it is determined that recovery of a regulatory asset is no longer probable, we write off that
regulatory asset as a charge against income. 
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Electricity Supply and Delivery Activities 
 
Revenues are recognized from retail and wholesale electricity sales and electricity transmission and distribution
delivery services.  For regulated and nonregulated operations, we recognize the revenues on the statements of
income upon delivery of the energy to the customer and include unbilled as well as billed amounts.  In
accordance with the applicable state commission regulatory treatment, PSO and SWEPCo do not record the
fuel portion of unbilled revenue. 
 
Most of the power produced at the generation plants in the east service territory is sold to PJM.  We purchase
power from PJM to supply our customers.  Generally, these power sales and purchases are reported on a net
basis as revenues on the statements of income.  However, purchases of power in excess of sales to PJM, on an
hourly net basis, used to serve retail load are recorded gross as Purchased Electricity for Resale on the
statements of income.  Other RTOs in which we participate do not function in the same manner as PJM.  They
function as balancing organizations and not as exchanges. 
 
Physical energy purchases arising from non-derivative contracts are accounted for on a gross basis in Purchased
Electricity for Resale on the statements of income.  Energy purchases arising from non-trading derivative 
contracts are recorded based on the transaction’s economic substance.  Purchases under non-trading derivatives 
used to serve accrual based obligations are recorded in Purchased Electricity for Resale on the statements of
income.  All other non-trading derivative purchases are recorded net in revenues. 
 
In general, we record expenses when purchased electricity is received and when expenses are incurred, with the
exception of certain power purchase contracts that are derivatives and accounted for using MTM accounting
where generation/supply rates are not cost-based regulated.  In jurisdictions where the generation/supply
business is subject to cost-based regulation, the unrealized MTM amounts are deferred as regulatory assets (for
losses) and regulatory liabilities (for gains). 
 
Energy Marketing and Risk Management Activities 
 
We engage in wholesale power, coal and natural gas marketing and risk management activities focused on
wholesale markets where we own assets and adjacent markets.  Our activities include the purchase and sale of
energy under forward contracts at fixed and variable prices.  These contracts include physical transactions,
exchange-traded futures, and to a lesser extent, OTC swaps and options.  We engage in certain energy
marketing and risk management transactions with RTOs. 
 
We recognize revenues and expenses from wholesale marketing and risk management transactions that are not
derivatives upon delivery of the commodity.  We use MTM accounting for wholesale marketing and risk
management transactions that are derivatives unless the derivative is designated in a qualifying cash flow hedge
relationship or a normal purchase or sale.  We include unrealized and realized gains and losses on wholesale
marketing and risk management transactions that are accounted for using MTM in Revenues on the statements
of income on a net basis.  In jurisdictions subject to cost-based regulation, we defer unrealized MTM amounts
and some realized gains and losses as regulatory assets (for losses) and regulatory liabilities (for gains).  We
include unrealized MTM gains and losses resulting from derivative contracts on the balance sheets as Risk
Management Assets or Liabilities as appropriate. 
 
Certain qualifying wholesale marketing and risk management derivative transactions are designated as hedges
of variability in future cash flows as a result of forecasted transactions (cash flow hedge).  We initially record
the effective portion of the cash flow hedge’s gain or loss as a component of AOCI.  When the forecasted
transaction is realized and affects net income, we subsequently reclassify the gain or loss on the hedge from 
AOCI into revenues or expenses within the same financial statement line item as the forecasted transaction on 
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the statements of income.  Excluding those jurisdictions subject to cost-based regulation, we recognize the 
ineffective portion of the gain or loss in revenues or expense immediately on the statements of income,
depending on the specific nature of the associated hedged risk.  In regulated jurisdictions, we defer the
ineffective portion as regulatory assets (for losses) and regulatory liabilities (for gains).  See “Accounting for 
Cash Flow Hedging Strategies” section of Note 10. 
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Barging Activities 
 
AEP River Operations’ revenue is recognized based on percentage of voyage completion.  The proportion of
freight transportation revenue to be recognized is determined by applying a percentage to the contractual
charges for such services.  The percentage is determined by dividing the number of miles from the loading
point to the position of the barge as of the end of the accounting period by the total miles to the destination
specified in the customer’s freight contract.  The position of the barge at accounting period end is determined
by our computerized barge tracking system. 
 
Levelization of Nuclear Refueling Outage Costs 
 
In accordance with regulatory orders, I&M defers incremental operation and maintenance costs associated with
periodic refueling outages at its Cook Plant and amortizes the costs over the period beginning with the month
following the start of each unit’s refueling outage and lasting until the end of the month in which the same
unit’s next scheduled refueling outage begins.  I&M adjusts the amortization amount as necessary to ensure full
amortization of all deferred costs by the end of the refueling cycle. 
 
Maintenance 
 
We expense maintenance costs as incurred.  If it becomes probable that we will recover specifically-incurred 
costs through future rates, we establish a regulatory asset to match the expensing of those maintenance costs
with their recovery in cost-based regulated revenues.  In certain regulatory jurisdictions, we defer costs above
the level included in base rates and amortize those deferrals commensurate with recovery through rate riders. 
 
Income Taxes and Investment Tax Credits 
 
We use the liability method of accounting for income taxes.  Under the liability method, we provide deferred
income taxes for all temporary differences between the book and tax basis of assets and liabilities which will
result in a future tax consequence. 
 
When the flow-through method of accounting for temporary differences is reflected in regulated revenues (that
is, when deferred taxes are not included in the cost of service for determining regulated rates for electricity), we
record deferred income taxes and establish related regulatory assets and liabilities to match the regulated
revenues and tax expense. 
 
We account for investment tax credits under the flow-through method except where regulatory commissions
reflect investment tax credits in the rate-making process on a deferral basis.  We amortize deferred investment
tax credits over the life of the plant investment. 
 
We account for uncertain tax positions in accordance with the accounting guidance for “Income Taxes.”  We 
classify interest expense or income related to uncertain tax positions as interest expense or income as
appropriate and classify penalties as Other Operation expense. 
 
Excise Taxes 
 
We act as an agent for some state and local governments and collect from customers certain excise taxes levied
by those state or local governments on our customers.  We do not recognize these taxes as revenue or expense. 
 
Debt 
 
We defer gains and losses from the reacquisition of debt used to finance regulated electric utility plants and 
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amortize the deferral over the remaining term of the reacquired debt in accordance with their rate-making 
treatment unless the debt is refinanced.  If we refinance the reacquired debt associated with the regulated
business, the reacquisition costs attributable to the portions of the business subject to cost-based regulatory 
accounting are generally deferred and amortized over the term of the replacement debt consistent with its
recovery in rates.  Operations not subject to cost-based rate regulation report gains and losses on the
reacquisition of debt in Interest Expense on the statements of income upon reacquisition. 
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We defer debt discount or premium and debt issuance expenses and amortize generally utilizing the straight-
line method over the term of the related debt.  The straight-line method approximates the effective interest 
method and is consistent with the treatment in rates for regulated operations.  We include the net amortization
expense in Interest Expense on the statements of income. 
 
Goodwill and Intangible Assets 
 
When we acquire businesses, we record the fair value of all assets and liabilities, including intangible
assets.  To the extent that consideration exceeds the fair value of identified assets, we record goodwill.  We do
not amortize goodwill and intangible assets with indefinite lives.  We test acquired goodwill and other
intangible assets with indefinite lives for impairment at least annually at their estimated fair value.  We test
goodwill at the reporting unit level and other intangibles at the asset level.  Fair value is the amount at which an
asset or liability could be bought or sold in a current transaction between willing parties, that is, other than in a
forced or liquidation sale.  Quoted market prices in active markets are the best evidence of fair value and are
used as the basis for the measurement, if available.  In the absence of quoted prices for identical or similar
assets in active markets, we estimate fair value using various internal and external valuation methods.  We
amortize intangible assets with finite lives over their respective estimated lives to their estimated residual
values.  We also review the lives of the amortizable intangibles with finite lives on an annual basis. 
 
Investments Held in Trust for Future Liabilities 
 
We have several trust funds with significant investments intended to provide for future payments of pension
and OPEB benefits, nuclear decommissioning and spent nuclear fuel disposal.  All of our trust funds’
investments are diversified and managed in compliance with all laws and regulations.  Our investment strategy
for trust funds is to use a diversified portfolio of investments to achieve an acceptable rate of return while
managing the interest rate sensitivity of the assets relative to the associated liabilities.  To minimize investment
risk, the trust funds are broadly diversified among classes of assets, investment strategies and investment
managers.  We regularly review the actual asset allocations and periodically rebalance the investments to
targeted allocations when appropriate.  Investment policies and guidelines allow investment managers in
approved strategies to use financial derivatives to obtain or manage market exposures and to hedge assets and
liabilities.  The investments are reported at fair value under the “Fair Value Measurements and Disclosures”
accounting guidance. 
 
Benefit Plans 
 
All benefit plan assets are invested in accordance with each plan’s investment policy.  The investment policy 
outlines the investment objectives, strategies and target asset allocations by plan. 
 
The investment philosophies for our benefit plans support the allocation of assets to minimize risks and
optimize net returns.  Strategies used include: 
 

 

 

•  Maintaining a long-term investment horizon. 

•  Diversifying assets to help control volatility of returns at acceptable levels. 

•  Managing fees, transaction costs and tax liabilities to maximize investment earnings. 

•  Using active management of investments where appropriate risk/return opportunities exist. 

•  Keeping portfolio structure style-neutral to limit volatility compared to applicable benchmarks. 

•  Using alternative asset classes such as real estate and private equity to maximize return and provide
additional portfolio diversification. 
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The investment policy for the pension fund allocates assets based on the funded status of the pension plan.  The
objective of the asset allocation policy is to reduce the investment volatility of the plan over time.  Generally,
more of the investment mix will be allocated to fixed income investments as the plan becomes better
funded.  Assets will be transferred away from equity investments into fixed income investments based on the
market value of plan assets compared to the plan’s projected benefit obligation.  The current target asset
allocations are as follows: 
 

 
The investment policy for each benefit plan contains various investment limitations.  The investment policies
establish concentration limits for securities and prohibit the purchase of securities issued by AEP (with the
exception of proportionate and immaterial holdings of AEP securities in passive index strategies).  However,
our investment policies do not preclude the benefit trust funds from receiving contributions in the form of AEP
securities, provided that the AEP securities acquired by each plan may not exceed the limitations imposed by
law.  Each investment manager's portfolio is compared to a diversified benchmark index. 
 
For equity investments, the limits are as follows: 
 

 
For fixed income investments, the concentration limits must not exceed: 
 

 
For obligations of non-government issuers, the following limitations apply: 
 

 

Pension Plan Assets  Target 

Equity  30.0 % 
Fixed Income 55.0 % 
Other Investments  15.0 % 
    

OPEB Plans Assets  Target 

Equity  66.0 % 
Fixed Income  33.0 % 
Cash  1.0 % 

•  No security in excess of 5% of all equities. 

•  Cash equivalents must be less than 10% of an investment manager's equity portfolio. 

•  No individual stock may be more than 10% of each manager's equity portfolio. 

•  No investment in excess of 5% of an outstanding class of any company. 

•  No securities may be bought or sold on margin or other use of leverage. 

•  3% in any single issuer 

•  5% for private placements 

•  5% for convertible securities 

•  60% for bonds rated AA+ or lower 

•  50% for bonds rated A+ or lower 

•  10% for bonds rated BBB- or lower 

•  AAA rated debt: a single issuer should account for no more than 5% of the portfolio. 

•  AA+, AA, AA- rated debt: a single issuer should account for no more than 3% of the portfolio. 

Debt rated A+ or lower:  a single issuer should account for no more than 2% of the portfolio. 
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A portion of the pension assets is invested in real estate funds to provide diversification, add return and hedge
against inflation.  Real estate properties are illiquid, difficult to value and not actively traded.  The pension plan
uses external real estate investment managers to invest in commingled funds that hold real estate properties.  To
mitigate investment risk in the real estate portfolio, commingled real estate funds are used to ensure that
holdings are diversified by region, property type and risk classification.  Real estate holdings include core,
value-added and development risk classifications and some investments in Real Estate Investment Trusts
(REITs), which are publicly traded real estate securities. 
 
 

•  

•  No more than 10% of the portfolio may be invested in high yield and emerging market debt combined at
any time. 
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A portion of the pension assets is invested in private equity.  Private equity investments add return and provide
diversification and typically require a long-term time horizon to evaluate investment performance.  Private
equity is classified as an alternative investment because it is illiquid, difficult to value and not actively
traded.  The pension plan uses limited partnerships and commingled funds to invest across the private equity
investment spectrum.   Our private equity holdings are with multiple general partners who help monitor the
investments and provide investment selection expertise.  The holdings are currently comprised of venture
capital, buyout and hybrid debt and equity investment instruments.  Commingled private equity funds are used
to enhance the holdings’ diversity. 
 
We participate in a securities lending program with BNY Mellon to provide incremental income on idle assets
and to provide income to offset custody fees and other administrative expenses.  We lend securities to
borrowers approved by BNY Mellon in exchange for cash collateral.  All loans are collateralized by at least
102% of the loaned asset’s market value and the cash collateral is invested.  The difference between the rebate
owed to the borrower and the cash collateral rate of return determines the earnings on the loaned security.  The
securities lending program’s objective is providing modest incremental income with a limited increase in risk. 
 
We hold trust owned life insurance (TOLI) underwritten by The Prudential Insurance Company in the OPEB
plan trusts.  The strategy for holding life insurance contracts in the taxable Voluntary Employees' Beneficiary
Association (VEBA) trust is to minimize taxes paid on the asset growth in the trust.  Earnings on plan assets are
tax-deferred within the TOLI contract and can be tax-free if held until claims are paid.  Life insurance proceeds
remain in the trust and are used to fund future retiree medical benefit liabilities.  With consideration to other
investments held in the trust, the cash value of the TOLI contracts is invested in two diversified funds.  A
portion is invested in a commingled fund with underlying investments in stocks that are actively traded on
major international equity exchanges.  The other portion of the TOLI cash value is invested in a diversified,
commingled fixed income fund with underlying investments in government bonds, corporate bonds and asset-
backed securities. 
 
Cash and cash equivalents are held in each trust to provide liquidity and meet short-term cash needs. Cash 
equivalent funds are used to provide diversification and preserve principal.  The underlying holdings in the cash
funds are investment grade money market instruments including commercial paper, certificates of deposit,
treasury bills and other types of investment grade short-term debt securities.  The cash funds are valued each
business day and provide daily liquidity. 
 
Nuclear Trust Funds 
 
Nuclear decommissioning and spent nuclear fuel trust funds represent funds that regulatory commissions allow
us to collect through rates to fund future decommissioning and spent nuclear fuel disposal liabilities.  By rules
or orders, the IURC, the MPSC and the FERC established investment limitations and general risk management
guidelines.  In general, limitations include: 
 

 
We maintain trust records for each regulatory jurisdiction. The trust assets may not be used for another
jurisdiction’s liabilities.  Regulatory approval is required to withdraw decommissioning funds.  These funds are
managed by external investment managers who must comply with the guidelines and rules of the applicable 

 

•  Acceptable investments (rated investment grade or above when purchased). 

•  Maximum percentage invested in a specific type of investment. 

•  Prohibition of investment in obligations of AEP or its affiliates. 

•  Withdrawals permitted only for payment of decommissioning costs and trust expenses. 
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regulatory authorities.  The trust assets are invested to optimize the net of tax earnings of the trust giving
consideration to liquidity, risk, diversification and other prudent investment objectives. 
 
We record securities held in these trust funds as Spent Nuclear Fuel and Decommissioning Trusts on the
balance sheets.  We record these securities at fair value.  We classify securities in the trust funds as available-
for-sale due to their long-term purpose.  Other-than-temporary impairments for investments in both debt and
equity securities are considered realized losses as a result of securities being managed by an external
investment management firm.  The external investment management firm makes specific investment decisions
regarding the debt and equity investments held in these trusts and generally intends to sell debt securities in an
unrealized loss position as part of a tax optimization strategy.  Impairments reduce the cost basis of the
securities which will affect any future unrealized gain or realized gain or loss due to the adjusted cost of
investment.  We record unrealized gains and other-than- 
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temporary impairments from securities in these trust funds as adjustments to the regulatory liability account for
the nuclear decommissioning trust funds and to regulatory assets or liabilities for the SNF disposal trust funds
in accordance with their treatment in rates.  Consequently, changes in fair value of trust assets do not affect
earnings or AOCI.  See the “Nuclear Contingencies” section of Note 6 for additional discussion of nuclear
matters.  See “Fair Value Measurements of Trust Assets for Decommissioning and SNF Disposal” section of 
Note 11 for disclosure of the fair value of assets within the trusts. 
 
Comprehensive Income (Loss) 
 
Comprehensive income (loss) is defined as the change in equity (net assets) of a business enterprise during a
period from transactions and other events and circumstances from nonowner sources.  It includes all changes in
equity during a period except those resulting from investments by owners and distributions to
owners.  Comprehensive income (loss) has two components: net income (loss) and other comprehensive
income (loss). 
 
Stock-Based Compensation Plans 
 
As of December 31, 2013, we had performance units and restricted stock units outstanding under the Amended
and Restated American Electric Power System Long-Term Incentive Plan (LTIP).  This plan was last approved
by shareholders in April 2010.  Upon vesting, performance units are paid in cash and restricted stock units are
settled in AEP Common Shares, except for restricted stock units granted after January 1, 2013 and vesting to
executive officers, which are paid in cash. 
 
We maintain a variety of tax qualified and nonqualified deferred compensation plans for employees and non-
employee directors that include, among other options, an investment in or an investment return equivalent to
that of AEP common stock.  This includes career share accounts maintained under the American Electric Power
System Stock Ownership Requirement Plan, which facilitates executives in meeting minimum stock ownership
requirements assigned to them by the Human Resources Committee of the Board of Directors.  Career shares
are derived from vested performance units granted to employees under the LTIP.  Career shares are equal in
value to shares of AEP common stock and become payable to executives in cash after their service
ends.  Dividends paid on career shares are reinvested as additional career shares. 
 
We compensate our non-employee directors, in part, with stock units under the American Electric Power
Company, Inc. Stock Unit Accumulation Plan for Non-Employee Directors.  These stock units become payable
in cash to directors after their service ends. 
 
In January 2006, we adopted accounting guidance for “Compensation - Stock Compensation” which requires 
the measurement and recognition of compensation expense for all share-based payment awards made to 
employees and directors, including stock options, based on estimated fair values. 
 
We recognize compensation expense for all share-based awards with service only vesting conditions granted on
or after January 2006 using the straight-line single-option method.  Stock-based compensation expense 
recognized on the statements of income for the years ended December 31, 2013, 2012 and 2011 is based on
awards ultimately expected to vest.  Therefore, stock-based compensation expense has been reduced to reflect
estimated forfeitures.  Accounting guidance for “Compensation - Stock Compensation” requires forfeitures to 
be estimated at the time of grant and revised, if necessary, in subsequent periods if actual forfeitures differ from
those estimates. 
 
For the years ended December 31, 2013, 2012 and 2011, compensation expense is included in Net Income for
the performance units, career shares, restricted shares, restricted stock units and the non-employee director’s 
stock units.  See Note 15 for additional discussion. 
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Earnings Per Share (EPS) 
 
Shown below are income statement amounts attributable to AEP common shareholders: 
 

 
Basic earnings per common share is calculated by dividing net earnings available to common shareholders by
the weighted average number of common shares outstanding during the period.  Diluted earnings per common
share is calculated by adjusting the weighted average outstanding common shares, assuming conversion of all
potentially dilutive stock options and awards. 
 
The following table presents our basic and diluted EPS calculations included on the statements of income: 
 

 
There were no antidilutive shares outstanding as of December 31, 2013, 2012 and 2011. 
 
OPCo Revised Depreciation Rates 
 
Effective December 1, 2011, we revised book depreciation rates for certain of OPCo’s generation plants 
consistent with shortened depreciable lives for the generating units.  This change in depreciable lives resulted in
a $52 million increase in depreciation expense in 2012. 
 
In the fourth quarter of 2012, we impaired certain Ohio generating units (see Note 7).  As a result of this
impairment of the full book value of these assets, we ceased depreciation on these generating units effective
December 1, 2012. 
 
In the second quarter of 2013, we impaired Muskingum River Plant, Unit 5 (MR5).  As a result of this
impairment of the full book value of this generating unit, we ceased depreciation on MR5 effective July 1,
2013. 
 

 

     Years Ended December 31, 
Amounts Attributable to AEP Common Shareholders  2013   2012    2011  

     (in millions) 
Income Before Extraordinary Item  $ 1,480  $  1,259   $ 1,568 
Extraordinary Item, Net of Tax   -    -     373 

Earnings Attributable to AEP Common Shareholders  $ 1,480  $  1,259   $ 1,941 

        Years Ended December 31, 
        2013   2012    2011  
        (in millions, except per share data) 
           $/share  $/share       $/share
Earnings Attributable to AEP Common                      

  Shareholders   $ 1,480    $ 1,259      $  1,941   
                        
Weighted Average Number of Basic Shares                         
  Outstanding     486.6  $ 3.04   484.7  $  2.60      482.2  $ 4.02 
Weighted Average Dilutive Effect of:                   
    Stock Options     -  -   -    -      0.1   -
    Restricted Stock Units     0.4  -   0.4    -      0.2   -
Weighted Average Number of Diluted Shares                  

  Outstanding     487.0  $ 3.04   485.1  $  2.60      482.5  $ 4.02 
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Supplementary Related Party Information 
 
AEP and several nonaffiliated utility companies jointly own OVEC.  As of December 31, 2013, AEP’s 
ownership and investment in OVEC were 43.47% and $4.4 million, respectively. 
 
OVEC’s owners are members to an intercompany power agreement.  Participants of this agreement are entitled 
to receive and obligated to pay for all OVEC generating capacity, approximately 2,200 MWs, in proportion to 
their respective power participation ratios.  The aggregate power participation ratio of certain AEP utility 
subsidiaries is 43.47%.  The proceeds from the sale of power by OVEC are designed to be sufficient for OVEC 
to meet its operating expenses and fixed costs and provide a return on capital.  In 2011, the intercompany 
power agreement was extended until June 2040. 
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AEP and other nonaffiliated owners authorized environmental investments related to their ownership interests
and OVEC’s Board of Directors authorized capital expenditures totaling $1.4 billion in connection with the
engineering and construction of FGD projects and the associated waste disposal landfills at OVEC’s two 
generation plants.  These environmental projects were funded through debt issuances.  As of December 31,
2013, both generation plants were operating with new environmental controls. 
 
The following details related party transactions for the years ended December 31, 2013, 2012 and 2011: 
 

 

  
Supplementary Cash Flow Information 
  

 
 

 

      Years Ended December 31,  
Related Party Transactions 2013   2012    2011   

  (in millions)  
AEP Consolidated Revenues – Other Revenues         
  OVEC – Barging and Other Transportation Services $ 21  $  30   $ 37 
AEP Consolidated Expenses – Purchased Electricity         
  for Resale:         
  OVEC  289    273      383 (a)

  (a) The parties to the Interconnection Agreement purchased power from OVEC to serve retail sales in
2011.  The total amount reported in 2011 includes $66 million related to this agreement. 

       Years Ended December 31, 
Cash Flow Information 2013    2012    2011  

      (in millions) 
Cash Paid (Received) for:             
  Interest, Net of Capitalized Amounts  $ 882   $  931   $ 900 
  Income Taxes   (55)     (82)    (118)
Noncash Investing and Financing Activities:             
  Acquisitions Under Capital Leases   182      63     54 

  
Construction Expenditures Included in Current Liabilities as of 
December 31,   492      439     380 

  
Acquisition of Nuclear Fuel Included in Current Liabilities as of 
December 31,    -      35     1 

  Assumption of Liabilities Related to Acquisitions    -      56     -
  Expected Reimbursement for Spent Nuclear Fuel Dry Cask Storage    4      30     -
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2.  EXTRAORDINARY ITEM 
 
TCC Texas Restructuring 
 
In February 2006, the PUCT issued an order that denied recovery of capacity auction true-up amounts.  Based 
on the February 2006 PUCT order, TCC recorded the disallowance as a $421 million ($273 million, net of tax) 
extraordinary loss in the December 31, 2005 financial statements.  In July 2011, the Supreme Court of Texas 
reversed the PUCT’s February 2006 disallowance of capacity auction true-up amounts and remanded for 
reconsideration the treatment of certain tax balances under normalization rules.  Based upon the Supreme Court 
of Texas reversal of the PUCT’s capacity auction true-up disallowance, TCC recorded a pretax gain of $421 
million ($273 million, net of tax) in Extraordinary Item, Net of Tax on the statements of income in 2011. 
 
Following a remand proceeding, the PUCT allowed TCC to retain contested tax balances in full satisfaction of 
its true-up proceeding, including carrying charges.  Based upon the PUCT order, TCC recorded the reversal of 
regulatory credits of $65 million ($42 million, net of tax) and the reversal of $89 million of accumulated 
deferred investment tax credits ($58 million, net of tax) in Extraordinary Item, Net of Tax on the statements of 
income in 2011. 
 
3.  COMPREHENSIVE INCOME 
 
Presentation of Comprehensive Income 
 
The following table provides the components of changes in AOCI for the year ended December 31, 2013.  All
amounts in the following table are presented net of related income taxes. 
 

 
 

 

Changes in Accumulated Other Comprehensive Income (Loss) by Component 
For the Year Ended December 31, 2013 

 

      Cash Flow Hedges  Pension and OPEB  

     
Interest 

Rate Securities Amortization Changes

          
and 

Foreign Available of Deferred   
in 

Funded  

      Commodity Currency for Sale Costs   Status Total 
      (in millions) 
Balance in AOCI as of December 
31, 2012 $  (8) $ (30) $ 4 $  112  $  (415) $ (337)
Change in Fair Value Recognized in 
AOCI    10  2  3   -      177  192 
Amounts Reclassified from AOCI    (2)  5  -   22    -  25 
Net Current Period Other                   

    Comprehensive Income    8  7  3   22    177  217 
Pension and OPEB Adjustment 
Related to            

    Mitchell Plant    -  -  -   -    5  5 
Balance in AOCI as of December 
31, 2013 $  - $ (23) $ 7 $  134  $  (233) $ (115)
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Reclassifications from Accumulated Other Comprehensive Income 
 
The following table provides details of reclassifications from AOCI for the year ended December 31,
2013.  The amortization of pension and OPEB AOCI components are included in the computation of net
periodic pension and OPEB costs.  See Note 8 for additional details. 
 

  

 

Reclassifications from Accumulated Other Comprehensive Income (Loss) 
For the Year Ended December 31, 2013 

            
        Amount of 
        (Gain) Loss 
        Reclassified 

        from AOCI 

Gains and Losses on Cash Flow Hedges   (in millions) 
Commodity:    
    Vertically Integrated Utilities Revenues   $ (1)
    Generation & Marketing Revenues      (10)
    Purchased Electricity for Resale    8 
    Property, Plant and Equipment     -
    Regulatory Assets/(Liabilities), Net (a)    -
Subtotal - Commodity    (3)
         
Interest Rate and Foreign Currency:    
    Interest Expense    7 
Subtotal - Interest Rate and Foreign Currency    7 
            
Reclassifications from AOCI, before Income Tax (Expense) Credit     4 
Income Tax (Expense) Credit     1 
Reclassifications from AOCI, Net of Income Tax (Expense) Credit     3 
        

Gains and Losses on Securities Available for Sale    
Interest Income    -
Interest Expense     -
Reclassifications from AOCI, before Income Tax (Expense) Credit     -
Income Tax (Expense) Credit     -
Reclassifications from AOCI, Net of Income Tax (Expense) Credit     -
        

Pension and OPEB    
Amortization of Prior Service Cost (Credit)      (21)
Amortization of Actuarial (Gains)/Losses     55 
Reclassifications from AOCI, before Income Tax (Expense) Credit    34 
Income Tax (Expense) Credit    12 
Reclassifications from AOCI, Net of Income Tax (Expense) Credit    22 
         
Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit  $ 25 

Represents realized gains and losses subject to regulatory accounting treatment recorded as either 
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(a)current or noncurrent on the balance sheets. 
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The following tables provide details on designated, effective cash flow hedges included in Accumulated Other
Comprehensive Income (Loss) on the balance sheets and the reasons for changes in cash flow hedges for the
years ended December 31, 2012 and 2011.  All amounts in the following tables are presented net of related
income taxes. 
 

  

 

Total Accumulated Other Comprehensive Income (Loss) Activity for Cash Flow Hedges 
Year Ended December 31, 2012 

               
       Interest Rate       
       and Foreign       
       Commodity Currency   Total 
       (in millions) 
Balance in AOCI as of December 31, 2011  $ (3) $  (20)  $ (23)
Changes in Fair Value Recognized in AOCI   (15)   (14)    (29)
Amount of (Gain) or Loss Reclassified from AOCI          
  to Statement of Income/within Balance Sheet:          
    Vertically Integrated Utilities Revenues   -    -    -
    Generation & Marketing Revenues   (5)    -     (5)
    Purchased Electricity for Resale   13    -    13 
    Other Operation Expense   -    -    -
    Maintenance Expense   -    -    -
    Interest Expense   -   4     4 
    Property, Plant and Equipment   -   -     -
    Regulatory Assets (a)   2    -    2 

Balance in AOCI as of December 31, 2012  $ (8) $  (30)  $ (38)
             

Total Accumulated Other Comprehensive Income (Loss) Activity for Cash Flow Hedges 
Year Ended December 31, 2011 

               
       Interest Rate       
       and Foreign       
       Commodity Currency   Total 
       (in millions) 
Balance in AOCI as of December 31, 2010  $ 7 $  4  $ 11 
Changes in Fair Value Recognized in AOCI   (5)   (28)    (33)
Amount of (Gain) or Loss Reclassified from AOCI          
  to Statement of Income/within Balance Sheet:          
    Vertically Integrated Utilities Revenues   1    -    1 
    Generation & Marketing Revenues   (3)    -     (3)
    Purchased Electricity for Resale   (2)    -    (2)
    Other Operation Expense   (1)    -    (1)
    Maintenance Expense   (1)    -    (1)
    Interest Expense   -   4     4 
    Property, Plant and Equipment   (1)   -     (1)
    Regulatory Assets (a)   2    -    2 

Balance in AOCI as of December 31, 2011  $ (3) $  (20)  $ (23)

Represents realized gains and losses subject to regulatory accounting treatment recorded as either 
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(a) current or noncurrent on the balance sheets. 
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The following table provides details of changes in unrealized gains and losses related to Securities Available
for Sale and the reasons for changes for the year ended December 31, 2012.  All amounts in the following table
are presented net of related income taxes. 
 

 
4.  RATE MATTERS 
 
Our subsidiaries are involved in rate and regulatory proceedings at the FERC and their state commissions.  Rate
matters can have a material impact on net income, cash flows and possibly financial condition.  Our recent
significant rate orders and pending rate filings are addressed in this note. 
 
OPCo Rate Matters 
 
Ohio Electric Security Plan Filings 
 
2009 – 2011 ESP 
 
The PUCO issued an order in March 2009 that modified and approved the ESP which established rates at the
start of the April 2009 billing cycle through 2011.  OPCo collected the 2009 annualized revenue increase over
the last nine months of 2009.  The order also provided a phase-in FAC, which was authorized to be recovered 
through a non-bypassable surcharge over the period 2012 through 2018.  The PUCO’s March 2009 order was 
appealed to the Supreme Court of Ohio, which issued an opinion and remanded certain issues back to the
PUCO. 
 
In October 2011, the PUCO issued an order in the remand proceeding.  As a result, OPCo ceased collection of
POLR billings in November 2011 and recorded a write-off in 2011 related to POLR collections for the period
June 2011 through October 2011.  In February 2012, the Ohio Consumers’ Counsel (OCC) and the IEU filed 
appeals of that order with the Supreme Court of Ohio challenging various issues, including the PUCO’s refusal 
to order retrospective relief concerning the POLR charges collected during 2009 – 2011 and various aspects of
the approved environmental carrying charge, which, if ordered, could reduce OPCo’s net deferred fuel costs up
to the total balance.  As of December 31, 2013, OPCo’s net deferred fuel balance was $445 million, excluding
unrecognized equity carrying costs.  In February 2014, the Supreme Court of Ohio affirmed the PUCO’s 
decision and rejected all appeals filed by the OCC and the IEU.  In February 2014, the IEU filed for
reconsideration of the Supreme Court of Ohio decision. 
 
In August 2012, the PUCO issued an order in a separate proceeding which implemented a Phase-In Recovery 
Rider (PIRR) to recover deferred fuel costs in rates beginning September 2012.  The PUCO ruled that carrying
charges should be calculated without an offset for accumulated deferred income taxes and that a long-term debt 
rate should be applied when collections begin.  In November 2012, OPCo filed an appeal at the Supreme Court 

 

Total Accumulated Other Comprehensive Income (Loss) Activity for Securities Available for 
Sale 

Year Ended December 31, 2012 
            
        (in millions) 
Balance in AOCI as of December 31, 2011   $ 2 
Changes in Fair Value Recognized in AOCI     2 
Amount of (Gain) or Loss Reclassified from AOCI to Statement of Income:     
    Interest Income     -

Balance in AOCI as of December 31, 2012   $ 4 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1231 of 1829



of Ohio related to the PUCO decision in the PIRR proceeding claiming a long-term debt rate modified the 
previously adjudicated 2009 – 2011 ESP order, which granted a weighted average cost of capital rate.  In
November 2012, the IEU and the OCC filed appeals regarding the PUCO decision in the PIRR
proceeding.  These appeals principally argued that the PUCO should have reduced the deferred fuel balance to
reflect the prior “improper” collection of POLR revenues which could reduce OPCo’s net deferred fuel balance
up to the total balance.  These intervenors’ appeals also argued that carrying costs should be reduced due to an
accumulated deferred income tax credit which, as of December 31, 2013, could reduce carrying costs by $31
million including $16 million of unrecognized equity carrying costs.  A decision from the Supreme Court of
Ohio is pending. 
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In January 2011, the PUCO issued an order on the 2009 SEET filing.  The order gave consideration for a future
commitment to invest $20 million to support the development of a large solar farm.  In January 2013, the
PUCO found there was not a need for the large solar farm.  The PUCO noted that OPCo remains obligated to
spend $20 million on this solar project or another project.  In September 2013, a proposed second phase of
OPCo’s gridSMART® program was filed with the PUCO which included a proposed project to satisfy this
PUCO directive.  A decision from the PUCO is pending. 
 
In July 2011, OPCo filed its 2010 SEET filing with the PUCO.  In October 2013, the PUCO issued an order on
the 2010 SEET filing that determined there were excessive earnings of $7 million, which were primarily offset
against deferred fuel, as ordered.  OPCo is required to file its 2011 SEET filing with the PUCO on a separate
CSPCo and OPCo company basis.  In November 2013, OPCo filed its 2011 and 2012 SEET filings with the
PUCO.  In February 2014, the PUCO staff filed testimony asserting that no significantly excessive earnings had
occurred in 2011 for CSPCo or OPCo and that no significantly excessive earnings had occurred in 2012 for
OPCo.  In February 2014, OPCo entered into a stipulation agreement with the PUCO staff in which both parties
agree that there were no significantly excessive earnings in 2011 for CSPCo or OPCo.  A hearing at the PUCO 
related to the 2011 SEET filing is scheduled for February 2014.  Management does not believe that there were
significantly excessive earnings in 2011 for either CSPCo or OPCo or in either 2012 or 2013 for OPCo. 
 
Management is unable to predict the outcome of the unresolved litigation discussed above.  Depending on the
rulings in these proceedings, it could reduce future net income and cash flows and impact financial condition. 
 
June 2012 – May 2015 ESP Including Capacity Charge 
 
In August 2012, the PUCO issued an order which adopted and modified a new ESP that establishes base
generation rates through May 2015.  This ruling was generally upheld in rehearing orders in January and March
2013. 
 
In July 2012, the PUCO issued an order in a separate capacity proceeding which stated that OPCo must charge
CRES providers the Reliability Pricing Model (RPM) price and authorized OPCo to defer a portion of its
incurred capacity costs not recovered from CRES providers up to $188.88/MW day.  The RPM price is
approximately $33/MW day through May 2014 and $148/MW day from June 2014 through May 2015.  In
December 2012, various parties filed notices of appeal of the capacity costs decision with the Supreme Court of
Ohio. 
 
As part of the August 2012 ESP order, the PUCO established a non-bypassable Retail Stability Rider (RSR), 
effective September 2012.  The RSR is being collected from customers at $3.50/MWh through May 2014 and
will be collected at $4.00/MWh for the period June 2014 through May 2015, with $1.00/MWh applied to the
recovery of deferred capacity costs.  As of December 31, 2013, OPCo’s incurred deferred capacity costs 
balance of $288 million, including debt carrying costs, was recorded in Regulatory Assets on the balance sheet. 
 
In January and March 2013, the PUCO issued its Orders on Rehearing for the ESP which generally upheld its
August 2012 order including the implementation of the RSR.  The PUCO clarified that a final reconciliation of
revenues and expenses would be permitted for any over- or under-recovery on several riders including fuel.  In 
addition, the PUCO addressed certain issues around the energy auctions while other SSO issues related to the
energy auctions were deferred to a separate docket related to the competitive bid process (CBP).  In April and
May 2013, OPCo and various intervenors filed appeals with the Supreme Court of Ohio challenging portions of
the PUCO’s ESP order, including the RSR. 
 
In November 2013, the PUCO issued an order approving OPCo’s CBP with modifications.  The modifications 
include the delay of the energy auctions that were originally ordered in the ESP order.  OPCo must conduct an 
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energy-only auction for 10% of the SSO load with delivery beginning April 2014 through May 2015.  The
PUCO also ordered OPCo to conduct energy-only auctions for an additional 50% of the SSO load with delivery
beginning November 2014 through May 2015 and for the remaining 40% of the SSO load for delivery from
January 2015 through May 2015.  OPCo will conduct energy and capacity auctions for its entire SSO load for
delivery starting in June 2015.  The PUCO also approved the unbundling of the FAC into fixed and energy-
related components and an intervenor proposal to blend the $188.88/MW day capacity price in proportion to
the percentage of energy planned to be auctioned.  Additionally, the PUCO ordered that intervenor concerns
related to the recovery of the fixed fuel costs through potentially both the FAC and the approved capacity
charges be addressed in subsequent FAC  
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proceedings.  Management believes that these intervenor concerns are without merit.  In December 2013, the
PUCO granted applications for rehearing for further consideration filed by OPCo and intervenors.  In January
2014, the PUCO denied all rehearing requests and agreed to issue a supplemental request for an independent
auditor in the 2012-2013 FAC proceeding to separately examine the recovery of the fixed fuel costs, including
OVEC. 
  
If OPCo is ultimately not permitted to fully collect its ESP rates including the RSR, and its fixed fuel and
deferred capacity costs, it could reduce future net income and cash flows and impact financial condition. 
 
Proposed June 2015 – May 2018 ESP 
 
In December 2013, OPCo filed an application with the PUCO to approve an ESP that includes proposed rate
adjustments and the continuation and modification of certain existing riders, including the Distribution
Investment Rider (DIR), effective June 2015 through May 2018.  This filing is consistent with the PUCO’s 
objective for a full transition from FAC and base generation rates to market.  The proposal includes a
recommended auction schedule, a return on common equity of 10.65% on capital costs for certain riders and
estimates an average decrease in rates of 9% over the three-year term of the plan for customers who receive 
their RPM and energy auction-based generation through OPCo.  Additionally, the application identifies OPCo’s 
intention to submit a separate application to continue the RSR established in the June 2012 – May 2015 ESP in 
which the unrecovered portion of the deferred capacity costs will continue to be collected at the rate of
$4.00/MWh until the balance of the capacity deferrals has been collected.  Management intends to file this
application in the first quarter of 2014. 
 
Corporate Separation 
 
In October 2012, the PUCO issued an order which approved the corporate separation of OPCo’s generation 
assets including the transfer of OPCo’s generation assets and associated generation liabilities at net book value
to AGR.  In April 2013, the FERC issued orders approving the transfer of OPCo’s generation assets to 
AGR.  In June 2013, the IEU filed an appeal with the Supreme Court of Ohio claiming the PUCO order
approving the corporate separation was unlawful.  A decision from the Supreme Court of Ohio is pending.  In
December 2013, the PUCO approved OPCo’s application to amend the corporate separation plan by permitting
OPCo to retain certain rights to purchase power from OVEC.  The approval is subject to the condition that
energy from the OVEC entitlements are sold into the day-ahead or real-time PJM energy markets, or on a 
forward basis through a bilateral arrangement.  In December 2013, corporate separation of OPCo’s generation 
assets was completed.  See the “Corporate Separation and Termination of Interconnection Agreement” section 
of FERC Rate Matters. 
 
Storm Damage Recovery Rider (SDRR) 
 
In December 2012, OPCo submitted an application with the PUCO to establish initial SDRR rates.  The SDRR
seeks recovery of 2012 incremental storm distribution expenses over twelve months starting with the effective
date of the SDRR as approved by the PUCO.  In December 2013, a stipulation agreement was reached between
OPCo, the PUCO staff and all intervenors except the OCC.  The stipulation included a $6 million reduction in
the amount of 2012 storm expenses to be recovered and for recovery of those expenses to take place over a 12-
month period.  The agreement also states that carrying charges using a long-term debt rate will be assessed 
from April 2013 until recovery begins, but no additional carrying charges will accrue during the actual recovery
period.   In December 2013, the OCC filed testimony opposing the stipulation.  The testimony recommended
the disallowance of approximately $18 million of the 2012 storm expenses and that the remaining 2012 storm
expenses be offset by an additional $20 million that OPCo was ordered to spend on a solar project in OPCo’s 
2009 SEET filing.  See the “2009-2011 ESP” section above.  Hearings were held at the PUCO in January 2014
related to the settlement agreement and to address issues presented in the OCC’s testimony.  As of December 
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31, 2013, OPCo has deferred $56 million in Regulatory Assets on the balance sheet related to 2012 storm
damage.  If OPCo is not ultimately permitted to recover these storm costs, it could reduce future net income
and cash flows and impact financial condition. 
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2009 Fuel Adjustment Clause Audit 
 
In January 2012, the PUCO issued an order in OPCo’s 2009 FAC that the remaining $65 million in proceeds
from a 2008 coal contract settlement agreement be applied against OPCo’s under-recovered fuel balance.  In
April 2012, on rehearing, the PUCO ordered that the settlement credit only needed to reflect the Ohio retail
jurisdictional share of the gain not already flowed through the FAC with carrying charges.  As a result, OPCo
recorded a $30 million net favorable adjustment on the statement of income in 2012.  The January 2012 PUCO
order also stated that a consultant should be hired to review the coal reserve valuation and recommend whether
any additional value should benefit ratepayers.  Management is unable to predict the outcome of any future
consultant recommendation regarding valuation of the coal reserve.  If the PUCO ultimately determines that
additional amounts should benefit ratepayers as a result of the consultant’s review of the coal reserve valuation, 
it could reduce future net income and cash flows and impact financial condition. 
 
In August 2012, intervenors filed an appeal with the Supreme Court of Ohio claiming the settlement credit
ordered by the PUCO should have reflected the remaining gain not already flowed through the FAC with
carrying charges, which, if ordered, would be $35 million plus carrying charges.  If the Supreme Court of
Ohio ultimately determines that additional amounts should benefit ratepayers, it could reduce future net income
and cash flows and impact financial condition. 
 
2010 and 2011 Fuel Adjustment Clause Audits 
 
The PUCO-selected outside consultant issued its 2010 and 2011 FAC audit reports which included a
recommendation that the PUCO reexamine the carrying costs on the deferred FAC balance and determine
whether the carrying costs on the balance should be net of accumulated income taxes with the use of a weighted
average cost of capital (WACC).  The PUCO subsequently ruled in the PIRR proceeding that the fuel clause for
these years was approved with a WACC carrying cost and that the carrying costs on the balance should not be
net of accumulated income taxes.  Hearings at the PUCO were held in November 2013.  If the PUCO orders
result in a reduction to the FAC deferral, it could reduce future net income and cash flows and impact financial
condition.  See the 2009-2011 ESP section of the “Ohio Electric Security Plan Filing” related to the PUCO 
order in the PIRR proceeding. 
 
Ormet 
 
Ormet, a large aluminum company, had a contract to purchase power from OPCo through 2018.  In February
2013, Ormet filed Chapter 11 bankruptcy proceedings in the state of Delaware.  In October 2013, Ormet
announced that it was unable to emerge from bankruptcy and shut down operations effective
immediately.  Based upon previous PUCO rulings providing rate assistance to Ormet, the PUCO is expected to
permit OPCo to recover unpaid Ormet amounts through the Economic Development Rider, except where
recovery from ratepayers is limited to $20 million related to previously deferred payments from Ormet’s 
October and November 2012 power bills.  OPCo expects that any additional unpaid generation usage by Ormet
will be recoverable as a regulatory asset through the Economic Development Rider (EDR).  In February 2014, a
stipulation agreement between OPCo and Ormet was filed with the PUCO.  The stipulation recommends
approval of OPCo’s right to fully recover approximately $49 million of foregone revenues through the EDR
which, as of December 31, 2013, is recorded in regulatory assets on the balance sheet.  Also in February 2014,
intervenor comments were filed objecting to full recovery of these forgone revenues. 
 
In addition, in the 2009 – 2011 ESP proceeding, intervenors requested that OPCo be required to refund the
Ormet-related revenues under a previous interim arrangement (effective from January 2009 through September
2009) and requested that the PUCO prevent OPCo from collecting Ormet-related revenues in the
future.  Through September 2009, the last month of the interim arrangement, OPCo had $64 million of deferred 
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FAC costs related to the interim arrangement, excluding $2 million of unrecognized equity carrying costs.  The
PUCO did not take any action on this request.  The intervenors raised this issue again in response to OPCo’s 
November 2009 filing to approve recovery of the deferral under the interim agreement. 
 
To the extent amounts discussed above are not recoverable, it could reduce future net income and cash flows
and impact financial condition. 
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Ohio IGCC Plant 
 
In March 2005, OPCo filed an application with the PUCO seeking authority to recover costs of building and
operating an IGCC power plant.  As of December 31, 2013, OPCo has collected $24 million in pre-construction 
costs authorized in a June 2006 PUCO order.  Intervenors have filed motions with the PUCO requesting that
OPCo refund all collected pre-construction costs to Ohio ratepayers with interest. 
 
Management cannot predict the outcome of this proceeding concerning the Ohio IGCC plant or what effect, if
any, this proceeding could have on future net income and cash flows.  However, if OPCo is required to refund
pre-construction costs collected, it could reduce future net income and cash flows and impact financial
condition. 
 
SWEPCo Rate Matters 
 
Turk Plant 
 
SWEPCo constructed the Turk Plant, a new base load 600 MW pulverized coal ultra-supercritical generating 
unit in Arkansas, which was placed into service in December 2012.  SWEPCo owns 73% (440 MW) of the
Turk Plant and operates the facility.  As of December 31, 2013, SWEPCo’s share of incurred construction 
expenditures for the Turk Plant was approximately $1.758 billion.  As of December 31, 2013, a pretax
provision of $59 million has been recorded for costs incurred in excess of a Texas cost cap, resulting in total net
capitalized expenditures of $1.699 billion. 
 
The APSC granted approval for SWEPCo to build the Turk Plant by issuing a Certificate of Environmental
Compatibility and Public Need (CECPN) for the SWEPCo Arkansas jurisdictional share of the Turk Plant
(approximately 20%).  Following an appeal by certain intervenors, the Arkansas Supreme Court issued a
decision that reversed the APSC’s grant of the CECPN.  In June 2010, in response to an Arkansas Supreme
Court decision, the APSC issued an order which reversed and set aside the previously granted CECPN.  This
Turk Plant output that is currently not subject to cost-based rate recovery and is being sold into the wholesale
market. 
 
The PUCT approved a Certificate of Convenience and Necessity (CCN) for the Turk Plant with the following
conditions: (a) a cap on the recovery of jurisdictional capital costs for the Turk Plant based on the previously
estimated $1.522 billion projected cash construction cost, excluding related transmission costs, (b) a cap on
recovery of annual CO2 emission costs at $28 per ton through the year 2030 and (c) a requirement to hold
Texas ratepayers financially harmless from any adverse impact related to the Turk Plant not being fully
subscribed to by other utilities or wholesale customers.  The PUCT decision was upheld on appeal. See the 
“2012 Texas Base Rate Case” disclosure below for a discussion of a PUCT order on the Texas capital cost cap. 
 
If SWEPCo cannot ultimately recover its investment and expenses related to the Turk Plant or transmission
lines, it could reduce future net income and cash flows and impact financial condition. 
  
2012 Texas Base Rate Case 
  
In July 2012, SWEPCo filed a request with the PUCT to increase annual base rates by $83 million, primarily
due to the Turk Plant, based upon an 11.25% return on common equity to be effective January 2013.  The
requested base rate increase included a return on and of the Texas jurisdictional share (approximately 33%) of
the Turk Plant generation investment as of December 2011, total Turk Plant related estimated transmission
investment costs and associated operation and maintenance costs.  The filing also (a) increased depreciation
expense due to the decrease in the average remaining life of the Welsh Plant to account for the change in the 
retirement date of the Welsh Plant, Unit 2 from 2040 to 2016 and (b) included a return on and of the Stall Unit 
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as of December 2011 and associated operation and maintenance costs. 
 
In October 2013, the PUCT issued an order affirming the prudence of the Turk Plant but determining that the
Turk Plant Texas capital cost cap established in the Certificate of Convenience and Necessity (CCN) case
discussed above (the Texas capital cost cap) also limited SWEPCo’s recovery of AFUDC in addition to its 
recovery of cash construction costs.  As a result of the determination that AFUDC was to be included in the
cap, in the third quarter of 2013, SWEPCo recorded an additional pretax regulatory disallowance of $111
million.  The order approved an annual rate increase of approximately $39 million based upon a return on
common equity of 9.65%, including an  
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unfavorable consolidated income tax adjustment of $5 million.  As a result of this approval, SWEPCo
retroactively applied the rate increase to the end of January 2013.  The order also provided that there would be
no disallowance to the existing book investment in the Stall Unit and that the Turk Plant related transmission
line investment that was not in service at the end of the test year would be excluded from rate base.  SWEPCo
has since sought approval to recover this transmission investment through a Transmission Cost Recovery Rider
in a filing made in December 2013.  Additionally, the PUCT deferred consideration of the requested increase in
depreciation expense related to the change in the 2016 retirement date of the Welsh Plant, Unit 2.  As of
December 31, 2013, the net book value of Welsh Plant, Unit 2 was $87 million, before cost of removal,
including materials and supplies inventory and CWIP. 
 
In October 2013, SWEPCo filed a motion for rehearing with the PUCT.  In December 2013, the PUCT issued 
an order granting rehearing and reversed its decision on consolidated tax savings increasing SWEPCo’s annual 
revenues by $5 million.  In January 2014, the PUCT determined that AFUDC was excluded from the Turk 
Plant’s Texas jurisdictional capital cost cap.  As a result of these rulings, in the fourth quarter of 2013, 
SWEPCo reversed $114 million of previously recorded regulatory disallowances.  These rulings also increased 
SWEPCo’s previously approved annual base rates by a total of $13 million, which was also retroactively 
applied to the end of January 2013.  The resulting annual base rate increase is approximately $52 million.  
 
If SWEPCo cannot ultimately recover its Texas jurisdictional share of the investment and expenses related to
the Welsh Plant, Unit 2 and its retirement-related costs, it could reduce future net income and cash flows and
impact financial condition. 
  
2013 Texas Transmission Costs Recovery Factor Filing 
  
In December 2013, SWEPCo filed an application to implement its initial transmission cost recovery factor
(TCRF) requesting additional annual revenue of $10 million.  The TCRF is designed to recover increases from
the amounts included in SWEPCo’s Texas retail base rates for transmission infrastructure improvement costs
and wholesale transmission charges under a tariff approved by the FERC.  SWEPCo’s application included 
Turk Plant transmission-related costs.  In January and February 2014, intervenors filed motions with the PUCT
opposing SWEPCo’s filing.  In February 2014, an Administrative Law Judge issued an order requesting
additional information from SWEPCo related to this filing.  If the PUCT were to disallow any portion of the
TCRF, it could reduce future net income and cash flows. 
 
2012 Louisiana Formula Rate Filing 
 
In 2012, SWEPCo initiated a proceeding to establish new formula base rates in Louisiana, including recovery
of the Louisiana jurisdictional share (approximately 29%) of the Turk Plant.  In February 2013, a settlement
was filed and approved by the LPSC.  The settlement increased Louisiana total rates by approximately $2
million annually, effective March 2013, which consisted of an increase in base rates of approximately $85
million annually offset by a decrease in fuel and other rates of approximately $83 million annually.  The March
2013 base rates are based on a 10% return on common equity and cost recovery of the Louisiana jurisdictional
share of the Turk Plant and Stall Unit, subject to refund based on the staff review of the cost of service and the
prudency review of the Turk Plant.  The settlement also provided that the LPSC will review base rates in 2014
and 2015 and that SWEPCo will recover non-fuel Turk Plant costs and a full weighted-average cost of capital 
return on the prudently incurred Turk Plant investment in jurisdictional rate base, effective January 2013.  In
May 2013, SWEPCo filed testimony in the prudence review of the Turk Plant.  If the LPSC orders refunds
based upon the pending staff review of the cost of service or the prudency review of the Turk Plant, it could
reduce future net income and cash flows and impact financial condition. 
 
Flint Creek Plant Environmental Controls 
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In February 2012, SWEPCo filed a petition with the APSC seeking a declaratory order to install environmental
controls at the Flint Creek Plant to comply with the standards established by the CAA.  The estimated cost of
the project is $408 million, excluding AFUDC and company overheads.  As a joint owner of the Flint Creek
Plant, SWEPCo’s portion of those costs is estimated at $204 million.  In July 2013, the APSC approved the
request to install environmental controls at the Flint Creek Plant. 
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APCo and WPCo Rate Matters 
 
Plant Transfers 
 
In October 2012, the AEP East Companies submitted several filings with the FERC regarding the transfer of
certain generation plants within the AEP System.  See the “Corporate Separation and Termination of 
Interconnection Agreement” section of FERC Rate Matters.  In December 2012, APCo and WPCo filed
requests with the Virginia SCC and the WVPSC for approval to transfer at net book value to APCo a two-thirds 
interest in Amos Plant, Unit 3 and a one-half interest in the Mitchell Plant, comprising 1,647 MW of generating
capacity.  In July 2013, the Virginia SCC approved the transfer of the two-thirds interest in the Amos Plant, 
Unit 3 to APCo, but directed that an amount equal to $83 million pretax be removed from the proposed transfer
price.  The Virginia jurisdictional share of the disallowance was approximately $39 million.  The Virginia SCC
also denied the proposed transfer of the one-half interest in the Mitchell Plant to APCo. 
 
In December 2013, the WVPSC approved the transfer of OPCo’s two-thirds interest in the Amos Plant, Unit 3 
to APCo but deferred a final decision related to the recovery of West Virginia’s jurisdictional share of the $83 
million pretax Virginia SCC disallowance until APCo’s next West Virginia base rate case which APCo has
agreed to file no later than June 2014.  The West Virginia and FERC jurisdictional share of the potential
disallowance is approximately $44 million pretax.  Additionally, the WVPSC order also approved a rate
surcharge for Amos Plant, Unit 3 effective January 2014 and deferred ruling on the transfer of the one-half 
interest in the Mitchell Plant to APCo.  The surcharge was offset by an equal reduction in ENEC revenue with
no overall change in total revenue. 
 
In December 2013, the transfer of OPCo’s two-thirds interest in the Amos Plant, Unit 3 to APCo was
completed.  As a result of the Virginia order, in the fourth quarter of 2013, APCo recorded a pretax regulatory
disallowance of $39 million in Asset Impairments and Other Related Charges on the statement of
income.  Management continues to review its options related to the remaining one-half interest in the Mitchell
Plant currently owned by AGR.  If APCo and WPCo are not ultimately permitted to recover their Amos Plant,
Unit 3 incurred costs in West Virginia and FERC, it could reduce future net income and cash flows and impact
financial condition. 
 
APCo IGCC Plant 
 
As of December 31, 2013, APCo deferred for future recovery pre-construction IGCC costs of approximately $9 
million applicable to its West Virginia jurisdiction, approximately $2 million applicable to its FERC
jurisdiction and approximately $10 million applicable to its Virginia jurisdiction.  If the costs are not
recoverable, it could reduce future net income and cash flows and impact financial condition. 
 
2013 Virginia Environmental Rate Adjustment Clause (Environmental RAC) Filing 
 
In March 2013, APCo filed with the Virginia SCC for approval of an environmental RAC to recover $39
million related to 2012 and 2011 environmental compliance costs, including carrying costs.  In March 2013, the
environmental RAC surcharge expired related to the collection of 2009 and 2010 environmental compliance
costs.  In November 2013, the Virginia SCC approved a settlement agreement which recommended approval of
an environmental RAC to recover $38 million of the 2012 and 2011 environmental compliance costs, effective
January 2014 for a one-year period.  The order also states that APCo must file its next environmental RAC
petition on or before May 1, 2015.  As of December 31, 2013, APCo has deferred $28 million for the Virginia
portion of unrecovered environmental RAC costs incurred in 2012 and 2011, excluding $10 million of
unrecognized equity carrying costs. 
 
2013 Virginia Generation Rate Adjustment Clause (Generation RAC)Filing 
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In March 2013, APCo filed with the Virginia SCC to increase its generation RAC revenues by $12 million for a
total of $38 million to collect costs related to the Dresden Plant.  In December 2013, the Virginia SCC
approved a settlement agreement that included an increase in the generation RAC to $39 million.  Per the
approved settlement agreement, the generation RAC increase was effective in February 2014 for a period of
one year at which time the component to collect an under-recovery of approximately $10 million will cease and
the remaining annual $29 million revenue to recover on-going Dresden Plant costs will continue.  As of 
December 31, 2013, APCo has deferred $6 million for the Virginia portion of unrecovered costs of the Dresden
Plant, excluding $5 million of unrecognized equity carrying costs. 
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2013 Virginia Transmission Rate Adjustment Clause (Transmission RAC) 
 
In December 2013, APCo filed with the Virginia SCC to increase its transmission RAC revenues by $50
million annually.  The increase in the transmission RAC is expected to be effective May 2014.  In February 
2014, a hearing was held at the Virginia SCC in which a stipulation agreement between APCo and the Virginia
SCC staff was submitted to the Virginia SCC that recommended approval to increase the transmission RAC
revenues by $49 million annually, subject to true-up. The stipulation included the Virginia SCC staff’s 
commitment to fully audit APCo’s transmission RAC under-recoveries and report its findings and 
recommendations in testimony in APCo’s next transmission RAC filing in 2015.  As of December 31, 2013,
APCo has deferred $47 million for the Virginia portion of unrecovered transmission RAC costs.  If the Virginia
SCC were to disallow any portion of the transmission RAC, it could reduce future net income and cash flows. 
  
2013 West Virginia Expanded Net Energy Charge (ENEC) Filing 
 
In March 2012, West Virginia passed securitization legislation which allowed the WVPSC to establish a
regulatory framework for electric utilities to securitize certain deferred ENEC balances and other ENEC-related 
assets.  In August 2013, the WVPSC approved a settlement that included (a) a $56 million reduction in ENEC
revenues, offset by a $6 million annual increase in construction surcharges, effective September 2013 and
subject to true-up, (b) an agreement to file a base case no later than June 2014 and (c) the deferral of $21
million from the ENEC recovery balance with the ability to include that amount in the ENEC recovery balance
upon reaching certain coal inventory levels at the Amos Plant.  In September 2013, the WVPSC approved a
settlement agreement filed by APCo, WPCo and intervenors which authorized APCo to securitize $376 million,
plus upfront financing costs, primarily related to the December 2011 under-recovered ENEC deferral
balance.  In November 2013, APCo issued $380 million of Securitization Bonds to securitize the under-
recovered ENEC deferral balance, including $4 million of upfront financing costs, with a final maturity date of
August 2031.  APCo implemented a new securitization rider which was offset by an equal reduction in ENEC
revenues, with no overall change in total revenues. 
 
As of December 31, 2013, APCo’s ENEC net over-recovery balance was $86 million, of which $107 million
was recorded in Regulatory Liabilities and $21 million was recorded in Regulatory Assets on the balance sheet. 
 
Virginia Storm Costs 
 
In March 2013, due to the 2013 enactment of a Virginia law, APCo wrote off $30 million of previously
deferred 2012 Virginia storm costs.  The change in law affected the test years to be included in APCo's next
biennial Virginia base rate filing in March 2014 and the determination of how these costs are treated in the
Virginia jurisdictional biennial earnings test for 2012 and 2013.  As of December 31, 2013, APCo has not
deferred any Virginia storm costs incurred in 2012 or 2013 based on actual 2012 and estimated 2013 Virginia
jurisdictional earnings.  The 2012 and 2013 earnings test will be filed in the first quarter of 2014 as part of
APCo’s biennial Virginia base rate filing. 
 
PSO Rate Matters 
 
2014 Oklahoma Base Rate Case 
 
In January 2014, PSO filed a request with the OCC to increase annual base rates by $38 million, based upon a
10.5% return on common equity.  This revenue increase includes a proposed increase in depreciation rates of
$29 million.  In addition, the filing proposed recovery of advanced metering costs through a separate rider over
a three-year deployment period requesting $7 million of revenues in year one, increasing to $28 million in year
three.  The filing also proposed expansion of an existing transmission rider currently recovered in base rates to 
include additional types of transmission costs that are expected to increase over the next several years. 
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Oklahoma Environmental Compliance Plan 
 
In September 2012, PSO filed an environmental compliance plan with the OCC reflecting the retirement of
Northeastern Station (NES), Unit 4 in 2016 and additional environmental controls on NES, Unit 3 to continue
operations through 2026.  As of December 31, 2013, the net book values of NES, Units 3 and 4 were $208
million and $106 million, respectively, before cost of removal, including materials and supplies inventory and
CWIP.  In August 2013, the OCC dismissed PSO’s environmental compliance plan case without prejudice but
will permit PSO 
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to seek recovery in a future proceeding.  PSO will address the environmental compliance plan issues in future
regulatory proceedings when it seeks cost recovery of the plan.  If PSO is ultimately not permitted to fully
recover its net book value of NES, Units 3 and 4 and other environmental compliance costs, it could reduce
future net income and cash flows and impact financial condition. 
 
I&M Rate Matters 
  
2011 Indiana Base Rate Case 
  
In February 2013, the IURC issued an order that granted an $85 million annual increase in base rates based
upon a return on common equity of 10.2%.  In a March 2013 order, the IURC approved an adjustment which
increased the authorized annual increase in base rates from $85 million to $92 million.  In March 2013, the
Indiana Office of Utility Consumer Counselor (OUCC) filed a request for reconsideration with the IURC, which
was denied.  Also in March 2013, the OUCC filed an appeal of the order with the Indiana Court of Appeals.  In
September 2013, the OUCC filed a brief on appeal that included objections to the inclusion of a prepaid pension
asset in rate base, the use of an end-of-test-year amount for materials and supplies instead of a thirteen-month
average and the application of an “outdated” capital structure.  If any part of the IURC order is overturned by
the Indiana Court of Appeals, it could reduce future net income and cash flows. 
 
Cook Plant Life Cycle Management Project (LCM Project) 
 
In April and May 2012, I&M filed a petition with the IURC and the MPSC, respectively, for approval of the
LCM Project, which consists of a group of capital projects to ensure the safe and reliable operations of the
Cook Plant through its licensed life (2034 for Unit 1 and 2037 for Unit 2).  The estimated cost of the LCM
Project is $1.2 billion to be incurred through 2018, excluding AFUDC.  As of December 31, 2013, I&M has
incurred costs of $380 million related to the LCM Project, including AFUDC. 
 
In July 2013, the IURC approved I&M’s proposed project with the exception of an estimated $23 million
related to certain items that might accommodate a future potential power uprate which the IURC stated I&M
could seek recovery of in a subsequent base rate case.  I&M will recover approved costs through an LCM rider
which will be determined in semi-annual proceedings.  The IURC authorized deferral accounting for costs
incurred related to certain projects effective January 2012 to the extent such costs are not reflected in rates.  In
October 2013, I&M filed an application with the IURC for LCM rider rates effective January 2014.  In
November 2013, the OUCC filed testimony identifying concerns related to the LCM rider that included the use
of forecasted capital expenditures and the method used to calculate carrying charges.  In December 2013, the
IURC issued an interim order authorizing the implementation of LCM rider rates effective January 2014,
subject to reconciliation upon the issuance of a final order by the IURC. 
 
In January 2013, the MPSC approved a Certificate of Need (CON) for the LCM Project and authorized deferral
accounting for costs incurred related to the approved projects effective January 2013 until these costs are
included in rates.  In February 2013, intervenors filed appeals with the Michigan Court of Appeals objecting to
the issuance of the CON as well as the amount of the CON related to the LCM Project. 
 
If I&M is not ultimately permitted to recover its LCM Project costs, it could reduce future net income and cash
flows and impact financial condition. 
 
Rockport Plant Clean Coal Technology Project (CCT Project) 
 
In April 2013, I&M filed an application with the IURC seeking approval of a Certificate of Public Convenience
and Necessity (CPCN) to retrofit both units of the Rockport Plant with a dry sorbent injection system.  The
estimated cost in the application was $285 million, excluding AFUDC, to be shared equally between I&M and 
AEGCo.  The application requested deferral treatment of any unrecovered carrying costs incurred during 
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construction and incremental post in-service depreciation expense and operation and maintenance expenses
until such costs are recognized and recovered in a rider.  I&M also requested cost recovery associated with the
retrofit using the Clean Coal Technology Rider recovery mechanism. 
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In November 2013, the IURC approved a settlement agreement that included the approval of the CPCN with an
updated estimated CCT Project cost of $258 million, excluding AFUDC, and the recovery of the Indiana
jurisdictional share of I&M’s ownership share.  The settlement agreement specifies that 80% of the recoverable
I&M direct ownership share of CCT Project costs will be recovered through a Federal Mandate Rider with the
remaining 20% deferred until rates are established in a subsequent rate case.  I&M’s Indiana jurisdictional 
allocated share of the CCT Project costs received in the form of purchased power from AEGCo will be
recovered in subsequent I&M rate cases.  As of December 31, 2013, we have incurred costs of $109 million
related to the CCT Project, including AFUDC. 
 
Tanners Creek Plant, Units 1 - 4 
 
In 2011, I&M announced that it would retire Tanners Creek Plant, Units 1-3 by June 2015 to comply with 
proposed environmental regulations.  In September 2013, I&M announced that Tanners Creek Plant, Unit 4
would also be retired in mid-2015 rather than being converted from coal to natural gas.   I&M is currently
recovering depreciation and a return on the net book value of the Tanners Creek Plant in base rates and plans to
seek recovery of all of the plant’s retirement related costs in its next Indiana and Michigan base rate cases. 
 
In December 2013, I&M filed an application with the MPSC seeking approval of revised depreciation rates for
Rockport Plant, Unit 1 and Tanners Creek Plant due to the retirement of the Tanners Creek Plant in
2015.  Upon the retirement of the Tanners Creek Plant, I&M proposes that the net book value of the Tanners
Creek Plant will be recovered over the remaining life of the Rockport Plant.  I&M requested to have the impact
of these new depreciation rates incorporated into the rates set in its next rate case.  The new depreciation rates
result in a decrease in I&M’s Michigan jurisdictional electric depreciation expense which I&M proposes to
implement in the month following a MPSC order in the revised depreciation case. 
 
As of December 31, 2013, the net book value of the Tanners Creek Plant was $341 million, before cost of
removal, including materials and supplies inventory and CWIP.  If I&M is ultimately not permitted to fully
recover its net book value of the Tanners Creek Plant and its retirement-related costs, it could reduce future net 
income and cash flows and impact financial condition. 
 
KPCo Rate Matters 
 
Plant Transfer 
 
In October 2012, the AEP East Companies submitted several filings with the FERC.  See the “Corporate 
Separation and Termination of Interconnection Agreement” section of FERC Rate Matters.  In December 2012,
KPCo filed a request with the KPSC for approval to transfer at net book value to KPCo a one-half interest in 
the Mitchell Plant, comprising 780 MW of average annual generating capacity.  KPCo also requested that costs
related to the Big Sandy Plant, Unit 2 FGD project be established as a regulatory asset.  As of December 31,
2013, the net book value of Big Sandy Plant, Unit 2 was $249 million, before cost of removal, including
materials and supplies inventory and CWIP.  In March 2013, KPCo issued a Request for Proposal (RFP) to
purchase up to 250 MW of long-term capacity and energy to replace a portion of the capacity from Big Sandy
Plant, Unit 1.  In June 2013, KPCo filed the results of its RFP with the KPSC. 
 
In October 2013, the KPSC issued an order approving a modified settlement agreement between KPCo,
Kentucky Industrial Utility Customers, Inc. and the Sierra Club.  The modified settlement approved the transfer
of a one-half interest in the Mitchell Plant to KPCo at net book value on December 31, 2013 with the limitation
that the net book value of the Mitchell Plant transfer not exceed the amount to be determined by a WVPSC
order.  The WVPSC order was subsequently issued in December 2013, but the WVPSC deferred a decision on
the transfer of the one-half interest in the Mitchell Plant to APCo.  The settlement also included the 
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implementation of an Asset Transfer Rider to collect $44 million annually effective January 2014, subject to
true-up, and allowed KPCo to retain any off-system sales margins above the $15.3 million annual level in base
rates.  Additionally, the settlement allows for KPCo to file a Certificate of Public Convenience and Necessity to
convert Big Sandy Plant, Unit 1 to natural gas, provided the cost is approximately $60 million, and addressed
potential greenhouse gas initiatives on the Mitchell Plant.  The settlement also approved recovery, including a
return, of coal-related retirement costs related to Big Sandy Plant over 25 years when base rates are set in the
next base rate case (no earlier than June 2015), but rejected KPCo’s request to defer FGD project costs for Big 
Sandy Plant, Unit 2.  As a result of this order, in 2013, KPCo  
  
  

88

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1250 of 1829



recorded a pretax regulatory disallowance of $33 million in Asset Impairments and Other Related Charges on
the statement of income.  In November 2013, the KPSC denied the Attorney General’s petition for 
rehearing.  In December 2013, the Attorney General filed an appeal with the Franklin County Circuit Court.  In
December 2013, KPCo filed motions with the Franklin County Circuit Court to dismiss the appeal.  A hearing
on the motions to dismiss was held in January 2014.  In December 2013, the transfer of a one-half interest in 
the Mitchell Plant to KPCo was completed. 
 
2013 Kentucky Base Rate Case 
 
In June 2013, KPCo filed a request with the KPSC for an annual increase in base rates of $114 million based
upon a return on common equity of 10.65% to be effective January 2014.  The proposed revenue increase
included cost recovery of the proposed transfer of the one-half interest in the Mitchell Plant (780 MW).  In 
October 2013, the KPSC issued an order in the plant transfer case which modified and approved a settlement
agreement that included the approval of the proposed transfer of the one-half interest in the Mitchell Plant to 
KPCo.  The modified and approved settlement agreement also included KPCo’s agreement to withdraw this 
base rate case request and file a base case proceeding no later than December 2014 with its current base rates to
remain in effect until at least May 2015.  In November 2013, KPCo withdrew this base rate request and the
withdrawal was approved by the KPSC. 
 
FERC Rate Matters 
 
Corporate Separation and Termination of Interconnection Agreement 
 
In October 2012, the AEP East Companies submitted several filings with the FERC seeking approval to fully
separate OPCo’s generation assets from its distribution and transmission operations.  The filings requested
approval to transfer at net book value (NBV) approximately 9,200 MW of OPCo-owned generation assets and 
associated liabilities to AGR.  The AEP East Companies also requested FERC approval to transfer at NBV two-
thirds ownership (867 MW) in Amos Plant, Unit 3 to APCo and transfer the Mitchell Plant at NBV to APCo
and KPCo in equal one-half interests (780 MW each) to be effective December 31, 2013.  In April 2013, the
FERC issued orders approving the transfer of OPCo’s generation assets to AGR, the transfers of the Amos
Plant and Mitchell Plant to APCo and KPCo, respectively, and the merger of APCo and WPCo.  In January
2014, the FERC dismissed an IEU petition for rehearing of its order granting OPCo authority to implement
corporate separation by transferring its generation assets to AGR.  Similar asset transfer filings were made at
the KPSC, the Virginia SCC and the WVPSC.  In December 2013, corporate separation of OPCo’s generation 
assets was completed.  See the “Plant Transfers” section of APCo and WPCo Rate Matters and the “Plant 
Transfer” section of KPCo Rate Matters. 
 
In accordance with our December 2010 announcement and our October 2012 filing with the FERC, the
Interconnection Agreement was terminated effective January 1, 2014.  The AEP System Interim Allowance
Agreement which provided for, among other things, the transfer of SO2 emission allowances associated with 
transactions under the Interconnection Agreement was also terminated. 
 
In December 2013, the FERC issued orders approving the creation of the PCA, effective January 1, 2014,
conditioned upon certain compliance filings which were filed with the FERC in January 2014.  The PCA was
established among APCo, I&M and KPCo with AEPSC as the agent to coordinate the participants’ respective 
power supply resources.  Under the PCA, APCo, I&M and KPCo would be individually responsible for
planning their respective capacity obligations and there would be no capacity equalization charges/credits on
deficit/surplus companies.  Further, the PCA allows, but does not obligate, APCo, I&M and KPCo to
participate collectively under a common fixed resource requirement capacity plan in PJM and to participate in
specified collective off-system sales and purchase activities.   
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Also effective January 1, 2014, the FERC approved the creation of a Bridge Agreement among AGR, APCo,
I&M, KPCo and OPCo with AEPSC as the agent.  The Bridge Agreement is an interim arrangement to: (a)
address the treatment of purchases and sales made by AEPSC on behalf of member companies that extend
beyond termination of the Interconnection Agreement and (b) address how member companies will fulfill their
existing obligations under the PJM Reliability Assurance Agreement through the 2014/2015 PJM planning
year.  Under the Bridge Agreement, AGR is committed to meet capacity obligations of member companies
through May 31, 2015. 
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Additionally, FERC approval was sought for a Power Supply Agreement (PSA) between AGR and 
OPCo.  This agreement provides for AGR to supply capacity for OPCo’s switched (at $188.88/MW day) and 
non-switched retail load for the period January 1, 2014 through May 31, 2015 and to supply the energy needs 
of OPCo’s non-switched retail load that is not acquired through an auction from January 1, 2014 through 
December 31, 2014.  In December 2013, the FERC issued an order approving the PSA.  The order conditioned 
the acceptance of the PSA on the revision of the agreement to reflect the PUCO’s current and future underlying 
rates and rate structure.  In January 2014, initial revisions to reflect current underlying rates and rate structure 
were filed at the FERC. 
 
In October 2013, the AEP East Companies submitted additional filings with the FERC updating the October
2012 filings to reflect changes necessitated by orders from the Virginia SCC and the KPSC related to the
proposed asset transfers and to position the company for the final stages of corporate separation.  In December
2013, the FERC issued an order approving these additional filings.  See the “Plant Transfers” section of APCo 
and WPCo Rate Matters and the “Plant Transfer” section of KPCo Rate Matters for a discussion of those
orders.  
 
If incurred costs are not ultimately recovered, it could reduce future net income and cash flows and impact
financial condition. 
 
5.  EFFECTS OF REGULATION 
 
Regulated Generating Units to be Retired Before or During 2016 
 
The following regulated generating units are probable of abandonment.  Accordingly, CWIP and Plant in
Service has been reclassified as Other Property, Plant and Equipment on the balance sheet as of December 31,
2013.  The following table summarizes the plant investment and cost of removal, currently being recovered, for
each generating unit as of December 31, 2013. 
 

 
In accordance with accounting guidance for “Regulated Operations”, APCo regulated generating units expected 
to be retired before or during 2016 are not considered probable of abandonment. 
 
 

 

Plant Name and 
Unit   Company

Gross  
Investment  

Accumulated
Depreciation

Net 
Investment

Cost of 
Removal 

Regulatory 
Liability   

Expected 
Retirement

Date   

Remaining
Recovery 

Period 

      (in millions)     
Tanners Creek Plant,  I&M $  681   $ 354 $ 327 $ 87   2015    17 years 
   Units 1-4                     
Big Sandy Plant, 
Unit 2   KPCo   424     180  244  47   2015    27 years 
Northeastern 
Station,   PSO   182     89  93  11   2016    27 years 
   Unit 4                     

Welsh Plant, Unit 2   SWEPCo   175     93  82  19   2016    27 years 

Total     $  1,462   $ 716 $ 746 $ 164        
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Regulatory Assets 
 
Regulatory assets are comprised of the following items: 
 

 

         December 31,   Remaining 

        2013   2012    Recovery Period 

Current Regulatory Assets (in millions)     
Under-recovered Fuel Costs - earns a return $ 61  $  86   1 year 
Under-recovered Fuel Costs - does not earn a return  19    2   1 year 
Total Current Regulatory Assets $ 80  $  88     

         
Noncurrent Regulatory Assets           

Regulatory assets not yet being recovered pending future           
  proceedings to determine the recovery method and timing:           
            
  Regulatory Assets Currently Earning a Return           
    Storm Related Costs  $ 22 $  23    
    Ohio Economic Development Rider   14   13    
    Other Regulatory Assets Not Yet Being Recovered   4   1    
  Regulatory Assets Currently Not Earning a Return        
    Storm Related Costs   161    172    
    Ormet Special Rate Recovery Mechanism   36    5    
    Indiana Under-Recovered Capacity Costs   22    -    
    Expanded Net Energy Charge - Coal Inventory   21    -    

    
Mountaineer Carbon Capture and Storage Product Validation 
Facility   13   14    

    Virginia Environmental Rate Adjustment Clause   2   29    
    Litigation Settlement   -   11    
    Other Regulatory Assets Not Yet Being Recovered   35   36    
Total Regulatory Assets Not Yet Being Recovered   330   304    
         
Regulatory assets being recovered:        

        
  Regulatory Assets Currently Earning a Return      
    Ohio Fuel Adjustment Clause   445    519  5 years 
    Ohio Capacity Deferral   288    66  5 years 
    Ohio Transmission Cost Recovery Rider   87    49  2 years 
    Unamortized Loss on Reacquired Debt   81    82  30 years 
    Texas Meter Replacement Costs   77    47  15 years 
    Ohio Distribution Decoupling   31    -  2 years 
    Storm Related Costs   17    36  5 years 
    RTO Formation/Integration Costs   12    15  6 years 
    Red Rock Generating Facility   10    10  43 years 
    West Virginia Expanded Net Energy Charge   -    273    
    Ohio Deferred Asset Recovery Rider   -   152    
    Other Regulatory Assets Being Recovered   18    15  various 
  Regulatory Assets Currently Not Earning a Return         
    Income Taxes, Net   1,390    1,353  55 years 
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    Pension and OPEB Funded Status   1,157    1,896  11 years 
    Cook Nuclear Plant Refueling Outage Levelization   58    27  3 years 
    Medicare Subsidy   51    -  11 years 
    Virginia Transmission Rate Adjustment Clause   47    33  2 years 
    Peak Demand Reduction/Energy Efficiency   44    12  2 years 
    Postemployment Benefits   40    45  5 years 
    United Mine Workers of America Pension Withdrawal   27    -  12 years 
    Virginia Environmental Rate Adjustment Clause   27    8  1 year 
    Under-Recovery of Transmission Cost Recovery Factor   20    6  1 year 
    Storm Related Costs   18    27  5 years 
    Vegetation Management   14    13  1 year 
    Deferred Restructuring Costs   11    15  5 years 
    Litigation Settlement   10    -  12 years 
    Under-Recovered Distribution Investment Rider   9    1  1 year 
    Asset Retirement Obligation   8    9  33 years 
    West Virginia Expanded Net Energy Charge   -    26    
    Ohio Distribution Decoupling   -    16    
    Deferred PJM Fees   -    14    
    Unrealized Loss on Forward Commitments   -    8    
    Other Regulatory Assets Being Recovered   49   29  various 

Total Regulatory Assets Being Recovered   4,046   4,802    
         
Total Noncurrent Regulatory Assets  $ 4,376 $  5,106    
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Regulatory Liabilities 
 
Regulatory liabilities are comprised of the following items: 
 

 

         December 31,   Remaining 

        2013  2012    Refund Period 

Current Regulatory Liabilities (in millions)     
Over-recovered Fuel Costs - pays a return $ 9 $  25   1 year 
Over-recovered Fuel Costs - does not pay a return 110  22   1 year 
Total Current Regulatory Liabilities $ 119 $  47     

        
Noncurrent Regulatory Liabilities and        

Deferred Investment Tax Credits           
Regulatory liabilities not yet being paid:           
                  
  Regulatory Liabilities Currently Paying a Return           
    Louisiana Refundable Construction Financing Costs  $ -  $  96     
    Other Regulatory Liabilities Not Yet Being Paid   5   4     
  Regulatory Liabilities Currently Not Paying a Return        
    Other Regulatory Liabilities Not Yet Being Paid   3  9     
Total Regulatory Liabilities Not Yet Being Paid   8   109    
               
Regulatory liabilities being paid:        
            
  Regulatory Liabilities Currently Paying a Return           
    Asset Removal Costs   2,589   2,511  (a) 
    Louisiana Refundable Construction Financing Costs   78   -   5 years 
    Advanced Metering Infrastructure Surcharge   68   83  7 years 
    Deferred Investment Tax Credits   29   23  47 years 
    Excess Earnings   12   12  40 years 
    Other Regulatory Liabilities Being Paid   1   1  various 
  Regulatory Liabilities Currently Not Paying a Return        
    Excess Asset Retirement Obligations for        
      Nuclear Decommissioning Liability   597   436  (b) 
    Deferred Investment Tax Credits   121   136  49 years 
    Spent Nuclear Fuel Liability   43   43  (b) 
    Over-Recovery of Transition Charges   40   57  14 years 
    Unrealized Gain on Forward Commitments   35   46  4 years 
    Deferred State Income Tax Coal Credits   28   29  10 years 
    Peak Demand Reduction/Energy Efficiency   18   31  1 year 
    Over-Recovery of PJM Expense   14   -  2 years 

    Other Regulatory Liabilities Being Paid   13   27  various 

Total Regulatory Liabilities Being Paid   3,686   3,435    
         
Total Noncurrent Regulatory Liabilities and          
  Deferred Investment Tax Credits  $ 3,694 $  3,544    

      
(a) Relieved as removal costs are incurred. 
(b) Relieved when plant is decommissioned. 
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6.  COMMITMENTS, GUARANTEES AND CONTINGENCIES 
 
We are subject to certain claims and legal actions arising in our ordinary course of business.  In addition, our
business activities are subject to extensive governmental regulation related to public health and the
environment.  The ultimate outcome of such pending or potential litigation against us cannot be predicted.  For
current proceedings not specifically discussed below, management does not anticipate that the liabilities, if any,
arising from such proceedings would have a material effect on our financial statements. 
 
COMMITMENTS 
 
Construction and Commitments 
 
The AEP System has substantial construction commitments to support its operations and environmental
investments.  In managing the overall construction program and in the normal course of business, we
contractually commit to third-party construction vendors for certain material purchases and other construction
services.  The subsidiaries purchase fuel, materials, supplies, services and property, plant and equipment under
contract as part of their normal course of business.  Certain supply contracts contain penalty provisions for
early termination. 
 
The following table summarizes our actual contractual commitments as of December 31, 2013: 
 

 
GUARANTEES 
 
We record liabilities for guarantees in accordance with the accounting guidance for “Guarantees.”  There is no 
collateral held in relation to any guarantees.  In the event any guarantee is drawn, there is no recourse to third
parties unless specified below. 
 
Letters of Credit 
 
We enter into standby letters of credit with third parties.  As Parent, we issue all of these letters of credit in our
ordinary course of business on behalf of our subsidiaries.  These letters of credit cover items such as natural gas
and electricity risk management contracts, construction contracts, insurance programs, security deposits and
debt service reserves. 
 
We have two revolving credit facilities totaling $3.5 billion, under which we may issue up to $1.2 billion as 

 

    
Less Than 

1       After    
Contractual Commitments   Year  2-3 Years  4-5 Years   5 Years   Total 

    (in millions) 
Fuel Purchase Contracts (a)   $ 2,387 $ 3,358 $ 2,189  $  2,480  $ 10,414 
Energy and Capacity Purchase Contracts     195   410   457      2,634     3,696 
Construction Contracts for Capital Assets (b)     146   -    -      -     146 

Total   $ 2,728 $ 3,768 $ 2,646  $  5,114  $ 14,256 
                  
(a) Represents contractual commitments to purchase coal, natural gas, uranium and other consumables as fuel 

for electric generation along with related transportation of the fuel. 
(b) Represents only capital assets for which we have signed contracts.  Actual payments are dependent upon 

and may vary significantly based upon the decision to build, regulatory approval schedules, timing and 
escalation of project costs. 
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letters of credit.  As of December 31, 2013, the maximum future payments for letters of credit issued under the
revolving credit facilities were $170 million with maturities ranging from February 2014 to April 2015. 
 
In January 2014, we issued letters of credit utilizing the entire amount available under an $85 million
uncommitted facility signed in October 2013.  An uncommitted facility gives the issuer of the facility the right
to accept or decline each request we make under the facility. 
 
We have $352 million of variable rate Pollution Control Bonds supported by bilateral letters of credit for $356 
million.  The letters of credit have maturities ranging from March 2014 to March 2015.  In February 2014, $106
million of bilateral letters of credit maturing in March 2014 were extended to March 2017. 
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Guarantees of Third-Party Obligations 
 
SWEPCo 
 
As part of the process to receive a renewal of a Texas Railroad Commission permit for lignite mining,
SWEPCo provides guarantees of mine reclamation of $115 million.  Since SWEPCo uses self-bonding, the 
guarantee provides for SWEPCo to commit to use its resources to complete the reclamation in the event the
work is not completed by Sabine.  This guarantee ends upon depletion of reserves and completion of final
reclamation.  Based on the latest study completed in 2010, we estimate the reserves will be depleted in 2036
with final reclamation completed by 2046 at an estimated cost of approximately $58 million.  Actual
reclamation costs could vary due to period inflation and any changes to actual mine reclamation.  As of
December 31, 2013, SWEPCo has collected approximately $62 million through a rider for final mine closure
and reclamation costs, of which $16 million is recorded in Deferred Credits and Other Noncurrent Liabilities
and $46 million is recorded in Asset Retirement Obligations on the balance sheets. 
 
Sabine charges SWEPCo, its only customer, all of its costs.  SWEPCo passes these costs to customers through
its fuel clause. 
 
Indemnifications and Other Guarantees 
 
Contracts 
 
We enter into several types of contracts which require indemnifications.  Typically these contracts include, but
are not limited to, sale agreements, lease agreements, purchase agreements and financing
agreements.  Generally, these agreements may include, but are not limited to, indemnifications around certain
tax, contractual and environmental matters.  With respect to sale agreements, our exposure generally does not
exceed the sale price.  As of December 31, 2013, there were no material liabilities recorded for any
indemnifications. 
 
Lease Obligations 
 
We lease certain equipment under master lease agreements.  See “Master Lease Agreements” and “Railcar 
Lease” sections of Note 13 for disclosure of lease residual value guarantees. 
 
ENVIRONMENTAL CONTINGENCIES 
 
Carbon Dioxide Public Nuisance Claims 
 
In October 2009, the Fifth Circuit Court of Appeals reversed a decision by the Federal District Court for the
District of Mississippi dismissing state common law nuisance claims in a putative class action by Mississippi
residents asserting that CO2 emissions exacerbated the effects of Hurricane Katrina.  The Fifth Circuit held that
there was no exclusive commitment of the common law issues raised in plaintiffs’ complaint to a coordinate 
branch of government and that no initial policy determination was required to adjudicate these claims.  The
court granted petitions for rehearing.  An additional recusal left the Fifth Circuit without a quorum to reconsider
the decision and the appeal was dismissed, leaving the district court’s decision in place.  Plaintiffs filed a 
petition with the U.S. Supreme Court asking the court to remand the case to the Fifth Circuit and reinstate the
panel decision.  The petition was denied in January 2011.  Plaintiffs refiled their complaint in federal district
court.  The court ordered all defendants to respond to the refiled complaints in October 2011.  In March 2012,
the court granted the defendants’ motion for dismissal on several grounds, including the doctrine of collateral
estoppel and the applicable statute of limitations.  In May 2013, the U.S. Court of Appeals for the Fifth Circuit
affirmed the district court’s dismissal of the complaint.  The plaintiffs did not appeal to the U.S. Supreme 
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Alaskan Villages’ Claims 
 
In 2008, the Native Village of Kivalina and the City of Kivalina, Alaska filed a lawsuit in Federal Court in the
Northern District of California against AEP, AEPSC and 22 other unrelated defendants including oil and gas
companies, a coal company and other electric generating companies.  The complaint alleges that the defendants'
emissions of CO2 contribute to global warming and constitute a public and private nuisance and that the
defendants are acting together.  The complaint further alleges that some of the defendants, including AEP,
conspired to create a false scientific debate about global warming in order to deceive the public and perpetuate
the alleged nuisance.  The plaintiffs also allege that the effects of global warming will require the relocation of
the village at an alleged cost of $95 million to $400 million.  In October 2009, the judge dismissed plaintiffs’
federal common law claim for nuisance, finding the claim barred by the political question doctrine and by
plaintiffs’ lack of standing to bring the claim.  The judge also dismissed plaintiffs’ state law claims without 
prejudice to refiling in state court.  In September 2012, the Ninth Circuit Court of Appeals affirmed the trial
court’s decision, holding that the CAA displaced Kivalina’s claims for damages.  Plaintiffs filed seeking further
review in the U.S. Supreme Court.  In May 2013, the U.S. Supreme Court denied the plaintiffs’ request for 
review. 
  
The Comprehensive Environmental Response Compensation and Liability Act (Superfund) and State
Remediation 
  
By-products from the generation of electricity include materials such as ash, slag, sludge, low-level radioactive 
waste and SNF.  Coal combustion by-products, which constitute the overwhelming percentage of these 
materials, are typically treated and deposited in captive disposal facilities or are beneficially utilized.  In 
addition, our generation plants and transmission and distribution facilities have used asbestos, polychlorinated 
biphenyls and other hazardous and nonhazardous materials.  We currently incur costs to dispose of these 
substances safely. 
 
Superfund addresses clean-up of hazardous substances that have been released to the environment.  The Federal
EPA administers the clean-up programs.  Several states have enacted similar laws.  As of December 31, 2013,
our subsidiaries are named by the Federal EPA as a Potentially Responsible Party (PRP) for five sites for which
alleged liability is unresolved.  There are eight additional sites for which our subsidiaries have received
information requests which could lead to PRP designation.  Our subsidiaries have also been named potentially
liable at three sites under state law including the I&M site discussed in the next paragraph.  In those instances
where we have been named a PRP or defendant, our disposal or recycling activities were in accordance with the
then-applicable laws and regulations.  Superfund does not recognize compliance as a defense, but imposes strict
liability on parties who fall within its broad statutory categories.  Liability has been resolved for a number of
sites with no significant effect on net income. 
 
In 2008, I&M received a letter from the Michigan Department of Environmental Quality (MDEQ) concerning
conditions at a site under state law and requesting I&M take voluntary action necessary to prevent and/or
mitigate public harm.  I&M started remediation work in accordance with a plan approved by MDEQ.  I&M’s 
reserve is approximately $8 million.  As the remediation work is completed, I&M’s cost may change as new
information becomes available concerning either the level of contamination at the site or changes in the scope
of remediation required by the MDEQ.  We cannot predict the amount of additional cost, if any. 
 
We evaluate the potential liability for each Superfund site separately, but several general statements can be
made about our potential future liability.  Allegations that materials were disposed at a particular site are often
unsubstantiated and the quantity of materials deposited at a site can be small and often
nonhazardous.  Although Superfund liability has been interpreted by the courts as joint and several, typically
many parties are named as PRPs for each site and several of the parties are financially sound enterprises.  At 
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present, our estimates do not anticipate material cleanup costs for any of our identified Superfund sites, except
the I&M site discussed above. 
 
NUCLEAR CONTINGENCIES 
 
I&M owns and operates the two-unit 2,191 MW Cook Plant under licenses granted by the Nuclear Regulatory
Commission (NRC).  We have a significant future financial commitment to dispose of SNF and to safely
decommission and decontaminate the plant.  The licenses to operate the two nuclear units at the Cook Plant
expire in 2034 and 2037.  The operation of a nuclear facility also involves special risks, potential liabilities and
specific  
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regulatory and safety requirements.  By agreement, I&M is partially liable, together with all other electric
utility companies that own nuclear generating units, for a nuclear power plant incident at any nuclear plant in
the U.S.  Should a nuclear incident occur at any nuclear power plant in the U.S., the liability could be
substantial. 
 
Decommissioning and Low Level Waste Accumulation Disposal 
 
The cost to decommission a nuclear plant is affected by NRC regulations and the SNF disposal
program.  Decommissioning costs are accrued over the service life of the Cook Plant.  The most recent
decommissioning cost study was performed in 2012.  According to that study, the estimated cost of
decommissioning and disposal of low-level radioactive waste ranges from $1.3 billion to $1.7 billion in 2012
nondiscounted dollars.  The wide range in estimated costs is caused by variables in assumptions.  I&M recovers
estimated decommissioning costs for the Cook Plant in its rates.  The amounts recovered in rates were $10
million, $14 million and $14 million for the years ended December 31, 2013, 2012 and 2011,
respectively.  Decommissioning costs recovered from customers are deposited in external trusts. 
 
As of December 31, 2013 and 2012, the total decommissioning trust fund balance was $1.6 billion and $1.4
billion, respectively.  Trust fund earnings increase the fund assets and decrease the amount remaining to be
recovered from ratepayers.  The decommissioning costs (including interest, unrealized gains and losses and
expenses of the trust funds) increase or decrease the recorded liability. 
 
I&M continues to work with regulators and customers to recover the remaining estimated costs of
decommissioning the Cook Plant.  However, future net income and cash flows would be reduced and financial
condition could be impacted if the cost of SNF disposal and decommissioning continues to increase and cannot
be recovered. 
 
SNF Disposal 
 
The Federal government is responsible for permanent SNF disposal and assesses fees to nuclear plant owners
for SNF disposal.  A fee of one mill per KWh for fuel consumed after April 6, 1983 at the Cook Plant is being
collected from customers and remitted to the U.S. Treasury.  As of December 31, 2013 and 2012, fees and
related interest of $265 million and $265 million, respectively, for fuel consumed prior to April 7, 1983 have
been recorded as Long-term Debt and funds collected from customers along with related earnings totaling $309
million and $308 million, respectively, to pay the fee are recorded as part of Spent Nuclear Fuel and
Decommissioning Trusts.  I&M has not paid the government the pre-April 1983 fees due to continued delays 
and uncertainties related to the federal disposal program. 
 
In 2011, I&M signed a settlement agreement with the Federal government which permits I&M to make annual
filings to recover certain SNF storage costs incurred as a result of the government’s delays in accepting SNF for 
permanent storage.  Under the settlement agreement, I&M received $31 million, $20 million and $14 million in
2013, 2012 and 2011, respectively, to recover costs and will be eligible to receive additional payment of annual
claims for allowed costs that are incurred through December 31, 2016.  The proceeds reduced costs for dry cask
storage.  As of December 31, 2013, I&M has deferred $22 million in Prepayments and Other Current Assets
and $7 million in Deferred Charges and Other Noncurrent Assets on the balance sheet of dry cask storage and
related operation and maintenance costs for recovery under this agreement. 
 
See “Fair Value Measurements of Trust Assets for Decommissioning and SNF Disposal” section of Note 11 for 
disclosure of the fair value of assets within the trusts. 
 
Nuclear Incident Liability 
 
I&M carries insurance coverage for a nuclear incident at the Cook Plant for property damage, decommissioning 
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and decontamination in the amount of $2.8 billion.  Insurance coverage for a nonnuclear incident at the Cook
Plant is $1.7 billion.  Additional insurance provides coverage for a weekly indemnity payment resulting from
an insured accidental outage.  I&M utilizes industry mutual insurers for the placement of this insurance
coverage.  Participation in this mutual insurance requires a contingent financial obligation of up to $39 million
for I&M which is assessable if the insurer’s financial resources would be inadequate to pay for losses. 
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The Price-Anderson Act, extended through December 31, 2025, establishes insurance protection for public
liability arising from a nuclear incident at $13.6 billion and covers any incident at a licensed reactor in the
U.S.  Commercially available insurance, which must be carried for each licensed reactor, provides $375 million
of coverage.  In the event of a nuclear incident at any nuclear plant in the U.S., the remainder of the liability
would be provided by a deferred premium assessment of $121 million on each licensed reactor in the U.S.
payable in annual installments of $19 million.  As a result, I&M could be assessed $242 million per nuclear
incident payable in annual installments of $38 million.  The number of incidents for which payments could be
required is not limited. 
 
In the event of an incident of a catastrophic nature, I&M is initially covered for the first $375 million through
commercially available insurance.  The next level of liability coverage of up to $13.2 billion would be covered
by claims made under the Price-Anderson Act.  If the liability were in excess of amounts recoverable from
insurance and retrospective claim payments made under the Price-Anderson Act, I&M would seek to recover 
those amounts from customers through rate increases.  In the event nuclear losses or liabilities are underinsured
or exceed accumulated funds and recovery from customers is not possible, it could reduce future net income
and cash flows and impact financial condition. 
 
OPERATIONAL CONTINGENCIES 
 
Insurance and Potential Losses 
 
We maintain insurance coverage normal and customary for an integrated electric utility, subject to various
deductibles.  Our insurance includes coverage for all risks of physical loss or damage to our nonnuclear assets,
subject to insurance policy conditions and exclusions.  Covered property generally includes power plants,
substations, facilities and inventories.  Excluded property generally includes transmission and distribution lines,
poles and towers.  Our insurance programs also generally provide coverage against loss arising from certain
claims made by third parties and are in excess of retentions absorbed by us.  Coverage is generally provided by
a combination of our protected cell of EIS and/or various industry mutual and/or commercial insurance carriers.
 
See “Nuclear Contingencies” section of this footnote for a discussion of nuclear exposures and related
insurance. 
 
Some potential losses or liabilities may not be insurable or the amount of insurance carried may not be
sufficient to meet potential losses and liabilities, including, but not limited to, liabilities relating to damage to
the Cook Plant and costs of replacement power in the event of an incident at the Cook Plant.  Future losses or
liabilities, if they occur, which are not completely insured, unless recovered from customers, could reduce
future net income and cash flows and impact financial condition. 
 
Rockport Plant Litigation 
 
In July 2013, the Wilmington Trust Company filed a complaint in U.S. District Court for the Southern District
of New York against AEGCo and I&M alleging that it will be unlawfully burdened by the terms of the
modified NSR consent decree after the Rockport Plant, Unit 2 lease expiration in December 2022.  The terms
of the consent decree allow the installation of environmental emission control equipment, repowering or
retirement of the unit.  The plaintiff further alleges that the defendants’ actions constitute breach of the lease 
and participation agreement.  The plaintiff seeks a judgment declaring that the defendants breached the lease,
must satisfy obligations related to installation of emission control equipment and indemnify the plaintiff.  The
New York court has granted our motion to transfer this case to the U.S. District Court for the Southern District
of Ohio.  Our motion to dismiss, filed in October 2013, is pending.  We will continue to defend against the 
claims.  We are unable to determine a range of potential losses that are reasonably possible of occurring. 
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Natural Gas Markets Lawsuits 
 
In 2002, the Lieutenant Governor of California filed a lawsuit in Los Angeles County California Superior Court
against numerous energy companies, including AEP, alleging violations of California law through alleged
fraudulent reporting of false natural gas price and volume information with an intent to affect the market price
of natural gas and electricity.  AEP was dismissed from the case.  A number of similar cases were also filed in
California and in state and federal courts in several states making essentially the same allegations under federal
or state laws against the same companies.  AEP (or a subsidiary) is among the companies named as defendants
in some of these cases.   
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We settled, received summary judgment or were dismissed from all of these cases.  The plaintiffs appealed the
Nevada federal district court's dismissal of several cases involving AEP companies to the U.S. Court of
Appeals for the Ninth Circuit.  In April 2013, the appellate court reversed in part, and affirmed in part, the
district court's orders in these cases.  The appellate court reversed the district court's holding that the state
antitrust claims were preempted by the Natural Gas Act and the order dismissing AEP from two of the cases on
personal jurisdiction grounds and affirmed the decision denying leave to the plaintiffs to amend their
complaints in two of the cases.  AEP filed a motion with the appellate court for rehearing on the issue of
whether the district court had personal jurisdiction of AEP in the two referenced cases.  No decision has been
rendered on that motion.  Defendants in these cases, including AEP, filed a petition seeking further review with
the U.S. Supreme Court on the preemption issue, which is pending.  We will continue to defend the cases.  We
believe the provision we have is adequate.  We are unable to determine a range of potential losses that are
reasonably possible of occurring. 
 
7.  ACQUISITIONS AND IMPAIRMENTS 
 
ACQUISITIONS 
 
2012 
 
BlueStar Energy (Generation & Marketing segment) 
 
In March 2012, we completed the acquisition of BlueStar Energy Holdings, Inc. (BlueStar) and its independent
retail electric supplier BlueStar Energy Solutions for $70 million.  This transaction also included goodwill of
$15 million, intangible assets associated with sales contracts and customer accounts of $58 million and
liabilities associated with supply contracts of $25 million.  BlueStar has been in operation since
2002.  Beginning in June 2012, BlueStar began doing business as AEP Energy.  AEP Energy provides electric
supply for retail customers in Ohio, Illinois and other deregulated electricity markets and also provides energy
solutions throughout the United States, including demand response and energy efficiency services. 
 
Other Matters 
 
Enron Bankruptcy (Corporate and Other) 
 
In February 2011, we reached a $425 million settlement covering all claims with BOA and Enron related to our
purchase of Houston Pipeline Company (HPL) from Enron in 2001.  As part of the settlement, we received title
to the 55 billion cubic feet of natural gas in the Bammel storage facility and recorded this asset at fair
value.  Under the HPL sales agreement, we have a service obligation to the buyer for the right to use the
cushion gas through May 2031.  We recognized the obligation as a liability and will amortize it over the life of
the agreement. 
 
The settlement resulted in a pretax gain of $51 million and a net loss after tax of $22 million primarily due to an
unrealized capital loss valuation allowance of $56 million. 
 
IMPAIRMENTS 
 
2013 
 
Amos Plant, Unit 3 (Vertically Integrated Utilities segment) 
 
In July 2013, the Virginia SCC approved the transfer of a two-thirds interest in the Amos Plant, Unit 3 to APCo 
but, for rate purposes, reduced the proposed transfer price by $83 million pretax.  The Virginia jurisdictional
share of the reduced price is approximately $39 million.  In December 2013, the WVPSC issued an order that 
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approved the transfer of a two-thirds interest in the Amos Plant, Unit 3 to APCo but deferred a final decision
related to the $83 million pretax reduction in transfer price until APCo’s next base rate case.  The West 
Virginia and FERC jurisdictional share of the potential reduced transfer price is approximately $44
million.  Upon evaluation, management believes the West Virginia jurisdictional share is probable of
recovery.  As a result of the Virginia order, in the fourth quarter of 2013, we recorded a pretax impairment of
$39 million in Asset Impairments and Other Related Charges on the statement of income.  See the “Plant 
Transfer” section of Note 4. 
  
  

98

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1269 of 1829



 
Big Sandy Plant, Unit 2 FGD Project (Vertically Integrated Utilities segment) 
 
In the third quarter of 2013, KPCo recorded a pretax write-off of $33 million in Asset Impairments and Other
Related Charges on the statement of income primarily related to the Big Sandy Plant, Unit 2 FGD project.  See
the “Plant Transfer” section of Note 4. 
 
Muskingum River Plant, Unit 5 (Generation & Marketing segment) 
 
In May 2013, the U.S. District Court for the Southern District of Ohio approved a modification to the consent
decree, which was initially entered into in 2007, requiring certain types of pollution control equipment to be
installed at certain AEP plants, including the 600 MW Muskingum River Plant, Unit 5 (MR5) coal-fired 
generation plant.  Under the modification to the consent decree, we have the option to cease burning coal and
retire MR5 in 2015 or to cease burning coal in 2015 and complete a natural gas refueling project no later than
June 2017.  In the second quarter of 2013, based on the approval of the modified consent decree and changes in
other market factors, we re-evaluated potential courses of action with respect to the planned operation of MR5
and concluded that completion of a refueling project, which would have extended the useful life of MR5, is
remote.  As a result, management completed an impairment analysis and concluded that MR5 was
impaired.  Under a market-based value approach, using level 3 unobservable inputs, management determined
that the fair value of this generating unit was zero based on the lack of installed environmental control
equipment and the nature and condition of this generating unit.  In the second quarter of 2013, we recorded a
pretax impairment of $154 million in Asset Impairments and Other Related Charges on the statement of income
which includes a $6 million pretax impairment of related material and supplies inventory.  Management expects
to retire the plant in 2015. 
 
2012 
 
Beckjord Plant, Unit 6, Conesville Plant, Unit 3, Kammer Plant, Units 1-3, Muskingum River Plant, Units 1-
4, Sporn Plant, Units 2 and 4 and Picway Plant, Unit 5 (Generation & Marketing segment) 
 
In October 2012, we filed applications with the FERC proposing to terminate the Interconnection Agreement
and seeking to complete the corporate separation of OPCo's generation assets.  Based on the intention to
terminate the Interconnection Agreement and the FERC filing, we performed an evaluation of the
recoverability of generation assets.  As a result, in November 2012, we, using generating unit specific estimated
future cash flows, concluded that we had a material impairment of certain Ohio generation assets.  Under a
market-based value approach, using level 3 unobservable inputs, we determined that the fair value of these
generating units was zero based on the lack of installed environmental control equipment and the nature and
condition of these generating units.  In the fourth quarter of 2012, we recorded a pretax impairment of $287
million in Asset Impairments and Other Related Charges on the statement of income related to Beckjord Plant,
Unit 6, Conesville Plant, Unit 3, Kammer Plant, Units 1-3, Muskingum River Plant, Units 1-4, Sporn Plant, 
Units 2 and 4 and Picway Plant, Unit 5 generating units which includes $13 million of related material and
supplies inventory. 
 
Turk Plant (Vertically Integrated Utilities segment) 
 
In 2012, SWEPCo recorded a pretax write-off of $13 million in Asset Impairments and Other Related Charges
on the statement of income related to unrecoverable construction costs subject to the Texas capital costs cap
portion of the Turk Plant. 
 
2011 
 
Turk Plant (Vertically Integrated Utilities segment) 
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In the fourth quarter of 2011, SWEPCo recorded a pretax write-off of $49 million in Asset Impairments and 
Other Related Charges on the statement of income related to the Texas jurisdictional portion of the Turk Plant
as a result of the November 2011 Texas Court of Appeals decision upholding the Texas capital cost cap. 
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Muskingum River Plant, Unit 5 FGD Project (MR5) (Generation & Marketing segment) 
 
In September 2011, subsequent to the stipulation agreement filed with the PUCO, we determined that we were
not likely to complete the previously suspended MR5 project and that the project’s preliminary engineering
costs were no longer probable of being recovered.  As a result, in the third quarter of 2011, we recorded a
pretax write-off of $42 million in Asset Impairments and Other Related Charges on the statement of income. 
 
Sporn Plant, Unit 5 (Generation & Marketing segment) 
 
In the third quarter of 2011, we decided to no longer offer the output of Sporn Plant, Unit 5 into the PJM
Reliability Pricing Model auction.  Sporn Plant, Unit 5 is not expected to operate in the future, resulting in the
removal of Sporn Plant, Unit 5 from the Interconnection Agreement.  As a result, in the third quarter of 2011,
we recorded a pretax write-off of $48 million in Asset Impairments and Other Related Charges on the statement
of income. 
 
8.  BENEFIT PLANS 
 
For a discussion of investment strategy, investment limitations, target asset allocations and the classification of
investments within the fair value hierarchy, see “Investments Held in Trust for Future Liabilities” and “Fair 
Value Measurements of Assets and Liabilities” sections of Note 1. 
 
We sponsor a qualified pension plan and two unfunded nonqualified pension plans.  Substantially all of our
employees are covered by the qualified plan or both the qualified and a nonqualified pension plan.  We sponsor
OPEB plans to provide health and life insurance benefits for retired employees. 
 
We recognize the funded status associated with our defined benefit pension and OPEB plans in the balance
sheets. Disclosures about the plans are required by the “Compensation – Retirement Benefits” accounting 
guidance.  We recognize an asset for a plan’s overfunded status or a liability for a plan’s underfunded status, 
and recognize, as a component of other comprehensive income, the changes in the funded status of the plan that
arise during the year that are not recognized as a component of net periodic benefit cost.  We record a
regulatory asset instead of other comprehensive income for qualifying benefit costs of our regulated operations
that for ratemaking purposes are deferred for future recovery.  The cumulative funded status adjustment is
equal to the remaining unrecognized deferrals for unamortized actuarial losses or gains, prior service costs and
transition obligations, such that remaining deferred costs result in an AOCI equity reduction or regulatory asset
and deferred gains result in an AOCI equity addition or regulatory liability. 
 
Actuarial Assumptions for Benefit Obligations 
 
The weighted-average assumptions as of December 31 of each year used in the measurement of our benefit
obligations are shown in the following table: 
 

 

 

      Other Postretirement 

    Pension Plans  Benefit Plans 

Assumptions   2013   2012   2013    2012  
Discount Rate    4.70 %  3.95 %  4.70 %    3.95 % 
Rate of Compensation Increase    4.85 % (a) 4.95 % (a) NA  NA

(a) Rates are for base pay only.  In addition, an amount is added to reflect target incentive
compensation for exempt employees and overtime and incentive pay for nonexempt
employees. 

NA Not applicable. 
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We use a duration-based method to determine the discount rate for our plans.  A hypothetical portfolio of high
quality corporate bonds is constructed with cash flows matching the benefit plan liability.  The composite yield
on the hypothetical bond portfolio is used as the discount rate for the plan. 
 
For 2013, the rate of compensation increase assumed varies with the age of the employee, ranging from 3.5%
per year to 11.5% per year, with an average increase of 4.85%. 
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Actuarial Assumptions for Net Periodic Benefit Costs 
 
The weighted-average assumptions as of January 1 of each year used in the measurement of our benefit costs
are shown in the following table: 
 

 
The expected return on plan assets was determined by evaluating historical returns, the current investment
climate (yield on fixed income securities and other recent investment market indicators), rate of inflation and
current prospects for economic growth. 
 
The health care trend rate assumptions as of January 1 of each year used for OPEB plans measurement
purposes are shown below: 
 

 
Assumed health care cost trend rates have a significant effect on the amounts reported for the OPEB health care
plans.  A 1% change in assumed health care cost trend rates would have the following effects: 
 

 
Significant Concentrations of Risk within Plan Assets 
 
In addition to establishing the target asset allocation of plan assets, the investment policy also places
restrictions on securities to limit significant concentrations within plan assets.  The investment policy
establishes guidelines that govern maximum market exposure, security restrictions, prohibited asset classes,
prohibited types of transactions, minimum credit quality, average portfolio credit quality, portfolio duration and
concentration limits.  The guidelines were established to mitigate the risk of loss due to significant
concentrations in any investment.  We monitor the plans to control security diversification and ensure
compliance with our investment policy.  As of December 31, 2013, the assets were invested in compliance with
all investment limits.  See “Investments Held in Trust for Future Liabilities” section of Note 1 for limit details. 
 
 

 

      Other Postretirement 

     Pension Plans Benefit Plans 

   2013    2012  2011  2013    2012    2011  
Discount Rate   3.95 %   4.55 % 5.05 % 3.95 %    4.75 %    5.25 % 
Expected Return on Plan 
Assets   6.50 %   7.25 % 7.75 % 7.00 %    7.25 %    7.50 % 
Rate of Compensation Increase   4.95 %   4.85 % 4.85 % NA  NA  NA
                           
NA   Not applicable.                          

Health Care Trend Rates  2013    2012  
Initial  6.75 %    7.00 % 
Ultimate  5.00 %    5.00 % 
Year Ultimate Reached  2020    2020   

  1% Increase  1% Decrease 

 (in millions) 
Effect on Total Service and Interest Cost     
  Components of Net Periodic Postretirement Health        
  Care Benefit Cost $ 6  $  (4)

     
Effect on the Health Care Component of the     
  Accumulated Postretirement Benefit Obligation  74     (59)
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Benefit Plan Obligations, Plan Assets and Funded Status as of December 31, 2013 and 2012 
 
The following tables provide a reconciliation of the changes in the plans’ benefit obligations, fair value of plan 
assets and funded status as of December 31.  The benefit obligation for the defined benefit pension and OPEB
plans are the projected benefit obligation and the accumulated benefit obligation, respectively. 
 

  
Amounts Recognized on the Balance Sheets as of December 31, 2013 and 2012 

 

 

    Other Postretirement 

  Pension Plans  Benefit Plans 

  2013  2012   2013    2012  
Change in Benefit Obligation (in millions) 

Benefit Obligation as of January 1, $ 5,205 $ 4,991  $  1,849   $ 2,227 
Service Cost  69  76     23     47 
Interest Cost  203  223     71     103 
Actuarial (Gain) Loss  (305)  299     (395)    148 
Plan Amendment Prior Service Credit  -  -     -     (570)
Curtailment and Settlements  -  (1)     -     -
Benefit Payments  (331)  (383)     (140)    (151)
Participant Contributions  -  -     39     35 
Medicare Subsidy  -  -     9     10 

Benefit Obligation as of December 31, $ 4,841 $ 5,205  $  1,456   $ 1,849 
            

Change in Fair Value of Plan Assets           
Fair Value of Plan Assets as of January 1, $ 4,696 $ 4,303  $  1,568   $ 1,410 
Actual Gain on Plan Assets  340  560     208     178 
Company Contributions  6  216     24     96 
Participant Contributions  -  -     39     35 
Benefit Payments  (331)  (383)     (140)    (151)

Fair Value of Plan Assets as of December 31, $ 4,711 $ 4,696  $  1,699   $ 1,568 
            
Funded (Underfunded) Status as of December 
31, $ (130) $ (509)  $  243   $ (281)

                     
       Other Postretirement 

     Pension Plans  Benefit Plans 

     December 31, 
   2013   2012   2013    2012  
    (in millions) 
Deferred Charges and Other Noncurrent Assets -             
  Prepaid Benefit Costs $ - $ -  $  264   $ -
Other Current Liabilities - Accrued Short-term             
  Benefit Liability   (7)   (7)     (4)    (4)
Employee Benefits and Pension Obligations -             
  Accrued Long-term Benefit Liability   (123)   (502)     (17)    (277)

Funded (Underfunded) Status  $ (130)  $ (509)  $  243   $ (281)
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Components of the change in amounts included in AOCI and Regulatory Assets during the years ended
December 31, 2013 and 2012 are as follows: 
 

 
 

 

Amounts Included in AOCI and Regulatory Assets as of December 31, 2013 and 2012 
    
     Other Postretirement 

  Pension Plans Benefit Plans 

    December 31, 
    2013  2012  2013    2012  

Components (in millions) 
Net Actuarial Loss $ 1,561 $ 2,111 $  428  $ 989 
Prior Service Cost (Credit)  8  11   (693)    (762)
         

Recorded as      
Regulatory Assets $ 1,343 $ 1,774 $  (191)  $ 108 
Deferred Income Taxes  79  122   (26)    42 
Net of Tax AOCI  147  226   (48)    77 

     Other Postretirement 
   Pension Plans  Benefit Plans 

   Years Ended December 31, 
   2013   2012   2013    2012  

Components (in millions) 
Actuarial (Gain) Loss During the Year  $ (367)  $ 58  $  (496)  $ 67 
Prior Service Credit   -   -    -     (570)
Amortization of Actuarial Loss   (183)   (155)    (65)    (57)
Amortization of Prior Service Credit (Cost)   (3)   1    69     18 
Amortization of Transition Obligation   -   -    -     (1)

Change for the Year  $ (553)  $ (96)  $  (492)  $ (543)
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Pension and Other Postretirement Plans’ Assets 
 
The following table presents the classification of pension plan assets within the fair value hierarchy as of
December 31, 2013: 
 

 

 
The following table sets forth a reconciliation of changes in the fair value of assets classified as Level 3 in the
fair value hierarchy for the pension assets: 
 

 

                               Year End 
Asset Class Level 1   Level 2  Level 3  Other   Total   Allocation 

   (in millions)      
Equities:            
  Domestic  $  1,092  $ - $ - $ -  $  1,092   23.2 % 
  International    514    -  -  -     514   10.9 % 
  Real Estate Investment Trusts    58    -  -  -     58   1.2 % 
  Common Collective Trust -                   

    International    -    10  -  -     10   0.2 % 

Subtotal - Equities    1,664    10  -  -     1,674   35.5 % 
                    

Fixed Income:                  
  Common Collective Trust - Debt    -    26  -  -     26   0.5 % 
  United States Government and                   
    Agency Securities    -    387  -  -     387   8.2 % 
  Corporate Debt    -    1,600  -  -     1,600   34.0 % 
  Foreign Debt    -    344  -  -     344   7.3 % 
  State and Local Government    -    28  -  -     28   0.6 % 

  Other - Asset Backed   -    33  -  -     33   0.7 % 

Subtotal - Fixed Income    -    2,418  -  -     2,418   51.3 % 
                    

Real Estate    -    -  238  -     238   5.0 % 
                    

Alternative Investments    -    -  330  -     330   7.0 % 
Securities Lending    -    35  -  -     35   0.8 % 
Securities Lending Collateral (a)   -    -  -  (45)    (45)  (0.9)% 

                
Cash and Cash Equivalents   -    48  -  -    48   1.0 % 
Other - Pending Transactions and              

  Accrued Income (b)    -     -  -  13     13   0.3 % 

                    

Total  $  1,664  $ 2,511 $ 568 $ (32)  $  4,711    100.0 % 

(a) Amounts in "Other" column primarily represent an obligation to repay cash collateral received as part of
the Securities Lending Program. 

(b) Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions
pending settlement. 

    Real Alternative   Total 
    Estate Investments   Level 3 
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Balance as of January 1, 2013 $ 220 $  195   $  415 
Actual Return on Plan Assets        

  
Relating to Assets Still Held as of the Reporting 
Date  26   15     41 

  Relating to Assets Sold During the Period  -   15     15 
Purchases and Sales  (8)   105     97 
Transfers into Level 3  -   -     -
Transfers out of Level 3  -   -     -

Balance as of December 31, 2013 $ 238 $  330   $  568 
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The following table presents the classification of OPEB plan assets within the fair value hierarchy as of
December 31, 2013: 
 

 

 
 

 

                               Year End 
Asset Class Level 1   Level 2  Level 3  Other   Total   Allocation 

   (in millions)      
Equities:            
  Domestic  $  473  $ - $ - $ -  $  473   27.9 % 
  International    616    -  -  -     616   36.2 % 
  Common Collective Trust -                   

    Global    -    15  -  -     15   0.9 % 

Subtotal - Equities    1,089    15  -  -     1,104   65.0 % 
                    

Fixed Income:                  
  Common Collective Trust - Debt   -    88  -  -     88   5.2 % 
  United States Government and                   
    Agency Securities    -    56  -  -     56   3.3 % 
  Corporate Debt    -    110  -  -     110   6.5 % 
  Foreign Debt    -    22  -  -     22   1.2 % 
  State and Local Government    -    5  -  -     5   0.3 % 

  Other - Asset Backed   -    8  -  -     8   0.5 % 

Subtotal - Fixed Income    -    289  -  -     289   17.0 % 
                    

Trust Owned Life Insurance:                   
  International Equities    -    13  -  -     13   0.8 % 
  United States Bonds   -    211  -  -    211   12.4 % 

                
Cash and Cash Equivalents   68    9  -  -    77   4.5 % 
Other - Pending Transactions and              

  Accrued Income (a)    -     -  -  5     5   0.3 % 

                    

Total  $  1,157  $ 537 $ - $ 5  $  1,699    100.0 % 

(a) Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions
pending settlement. 
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The following table presents the classification of pension plan assets within the fair value hierarchy as of
December 31, 2012: 
 

 

 
The following table sets forth a reconciliation of changes in the fair value of assets classified as Level 3 in the
fair value hierarchy for the pension assets: 
 

 

                               Year End 
Asset Class Level 1   Level 2  Level 3  Other   Total   Allocation 

   (in millions)      
Equities:            
  Domestic  $  1,308  $ - $ - $ -  $  1,308   27.9 % 
  International    497    -  -  -     497   10.5 % 
  Real Estate Investment Trusts    91    -  -  -     91   1.9 % 
  Common Collective Trust -                   

    International    -    4  -  -     4   0.1 % 

Subtotal - Equities    1,896    4  -  -     1,900   40.4 % 
                    

Fixed Income:                  
  Common Collective Trust - Debt    -    32  -  -     32   0.7 % 
  United States Government and                   
    Agency Securities    -    715  -  -     715   15.2 % 
  Corporate Debt    -    1,235  -  -     1,235   26.3 % 
  Foreign Debt    -    199  -  -     199   4.2 % 
  State and Local Government    -    44  -  -     44   0.9 % 

  Other - Asset Backed   -    36  -  -     36   0.8 % 

Subtotal - Fixed Income    -    2,261  -  -     2,261   48.1 % 
                    

Real Estate    -    -  220  -     220   4.7 % 
                    

Alternative Investments    -    -  195  -     195   4.2 % 
Securities Lending    -    80  -  -     80   1.7 % 
Securities Lending Collateral (a)   -    -  -  (91)    (91)  (1.9)% 

                
Cash and Cash Equivalents   -    126  -  -    126   2.7 % 
Other - Pending Transactions and              

  Accrued Income (b)    -     -  -  5     5   0.1 % 

                    

Total  $  1,896  $ 2,471 $ 415 $ (86)  $  4,696    100.0 % 

(a) Amounts in "Other" column primarily represent an obligation to repay cash collateral received as part of
the Securities Lending Program. 

(b) Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions
pending settlement. 

    Corporate Real Alternative   Total 
    Debt Estate Investments  Level 3 

     (in millions) 
Balance as of January 1, 2012 $ 6 $ 163 $  161   $  330 
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Actual Return on Plan Assets         

  
Relating to Assets Still Held as of the 
Reporting Date  -  30   10      40 

  Relating to Assets Sold During the Period  (2)  -   4      2 
Purchases and Sales  (4)  27   20      43 
Transfers into Level 3  -  -   -      -
Transfers out of Level 3  -  -   -      -

Balance as of December 31, 2012 $ - $ 220 $  195   $  415 

  

106

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1283 of 1829



 
 
The following table presents the classification of OPEB plan assets within the fair value hierarchy as of
December 31, 2012: 
 

 

 
Determination of Pension Expense 
 
We base our determination of pension expense or income on a market-related valuation of assets which reduces 
year-to-year volatility.  This market-related valuation recognizes investment gains or losses over a five-year 
period from the year in which they occur.  Investment gains or losses for this purpose are the difference
between the expected return calculated using the market-related value of assets and the actual return. 
 
The accumulated benefit obligation for the pension plans is as follows: 
 

 

                               Year End 
Asset Class Level 1   Level 2  Level 3  Other   Total   Allocation 

   (in millions) 
Equities:            
  Domestic  $  422  $ - $ - $ -  $  422   26.9 % 

  International    505    -  -  -     505   32.2 % 
Subtotal - Equities    927    -  -  -     927   59.1 % 

                    
Fixed Income:                  
  Common Collective Trust - Debt   -    72  -  -     72   4.6 % 
  United States Government and                   
    Agency Securities    -    82  -  -     82   5.2 % 
  Corporate Debt    -    155  -  -     155   9.9 % 
  Foreign Debt    -    26  -  -     26   1.7 % 
  State and Local Government    -    7  -  -     7   0.5 % 

  Other - Asset Backed   -    10  -  -     10   0.6 % 

Subtotal - Fixed Income    -    352  -  -     352   22.5 % 
                    

Trust Owned Life Insurance:                   
  International Equities    -    52  -  -     52   3.3 % 
  United States Bonds   -    163  -  -    163   10.3 % 

                
Cash and Cash Equivalents   62    11  -  -    73   4.7 % 
Other - Pending Transactions and              

  Accrued Income (a)    -     -  -  1     1   0.1 % 

                    

Total  $  989  $ 578 $ - $ 1  $  1,568    100.0 % 

(a)    Amounts in "Other" column primarily represent accrued interest, dividend receivables and transactions
pending settlement. 

   December 31, 
Accumulated Benefit Obligation  2013    2012  

   (in millions) 
Qualified Pension Plan  $ 4,638   $  5,001 
Nonqualified Pension Plans   77      82 
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Total  $ 4,715   $  5,083 
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For our underfunded pension plans that had an accumulated benefit obligation in excess of plan assets, the
projected benefit obligation, accumulated benefit obligation and fair value of plan assets of these plans as of
December 31, 2013 and 2012 were as follows: 
 

 
Estimated Future Benefit Payments and Contributions 
 
We expect contributions and payments for the pension plans of $80 million and the OPEB plans of $6 million
during 2014.  For the pension plans, this amount includes the payment of unfunded nonqualified benefits plus
contributions to the qualified trust fund of at least the minimum amount required by the Employee Retirement
Income Security Act.  For the qualified pension plan, we may also make additional discretionary contributions
to maintain the funded status of the plan.  For the OPEB plans, expected payments include the payment of
unfunded benefits. 
 
The table below reflects the total benefits expected to be paid from the plan or from our assets.  The payments
include the participants’ contributions to the plan for their share of the cost.  In November 2012, we announced
changes to our retiree medical coverage.  Effective for retirements after December 2012, our contribution to
retiree medical coverage was capped reducing our exposure to future medical cost inflation.  Effective for
employees hired after December 2013, we will not provide retiree medical coverage.  The impact of the
changes is reflected in the Benefit Plan Obligation table as plan amendments.  Future benefit payments are
dependent on the number of employees retiring, whether the retiring employees elect to receive pension
benefits as annuities or as lump sum distributions, future integration of the benefit plans with changes to
Medicare and other legislation, future levels of interest rates and variances in actuarial results.  The estimated
payments for pension benefits and OPEB are as follows: 
 

 
 

 

   Underfunded Pension Plans 

   December 31, 
   2013    2012  
   (in millions) 
Projected Benefit Obligation  $ 4,841   $  5,205 
        
Accumulated Benefit Obligation  $ 4,715   $  5,083 
Fair Value of Plan Assets   4,711      4,696 

Underfunded Accumulated Benefit Obligation  $ (4)  $  (387)

    Pension Plans  Other Postretirement Benefit Plans 

    Pension  Benefit  Medicare Subsidy 

    Payments  Payments  Receipts 

    (in millions) 
2014    $ 355  $ 140  $  -
2015      363   145    -
2016      368   149    -
2017      372   152    -
2018      377   156    -
Years 2019 to 2023, in Total     1,857   809    2 
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Components of Net Periodic Benefit Cost 
 
The following table provides the components of our net periodic benefit cost (credit) for the plans for the years
ended December 31, 2013, 2012 and 2011: 
 

 
Estimated amounts expected to be amortized to net periodic benefit costs (credits) and the impact on the
balance sheet during 2014 are shown in the following table: 
 

 
American Electric Power System Retirement Savings Plan 
 
We sponsor the American Electric Power System Retirement Savings Plan, a defined contribution retirement
savings plan for substantially all employees who are not members of the United Mine Workers of America
(UMWA).  It is a qualified plan offering participants an opportunity to contribute a portion of their pay with
features under Section 401(k) of the Internal Revenue Code.  The matching contributions to the plan are 100%
of the first 1% of eligible employee contributions and 70% of the next 5% of contributions.  The cost for 
matching contributions totaled $67 million in 2013, $66 million in 2012 and $64 million in 2011. 

 

        Other Postretirement 

    Pension Plans  Benefit Plans 

      Years Ended December 31, 
      2013  2012   2011   2013    2012    2011  
      (in millions) 
Service Cost   $ 69  $ 76  $ 72  $  23   $  47   $ 42 
Interest Cost      203   223   237    71      103     109 
Expected Return on Plan Assets      (278)   (319)   (314)   (107)     (101)    (109)
Curtailment     -   -   -    -      -     1 
Amortization of Transition Obligation     -   -   -    -      1     2 
Amortization of Prior Service Cost (Credit)     3   (1)   1    (69)     (18)    (1)
Amortization of Net Actuarial Loss      183   155   122    65      57     29 
Net Periodic Benefit Cost (Credit)      180   134   118    (17)     89     73 
Capitalized Portion      (56)   (42)   (37)    5      (28)    (22)
Net Periodic Benefit Cost (Credit)                     
  Recognized in Expense   $  124  $ 92  $ 81  $  (12)  $  61   $ 51 

     Other 
       Postretirement 

     

Pension 
Plans  Benefit Plans 

Components (in millions) 
Net Actuarial Loss  $ 125  $  21 
Prior Service Cost (Credit)   2    (69)

Total Estimated 2014 Amortization  $ 127  $  (48)
       

Expected to be Recorded as      
Regulatory Asset  $ 107  $  (34)
Deferred Income Taxes   7    (5)
Net of Tax AOCI   13    (9)

Total  $ 127  $  (48)
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UMWA Benefits 
 
We provide UMWA pension, health and welfare benefits for certain unionized mining employees, retirees and
their survivors who meet eligibility requirements.  UMWA trustees make final interpretive determinations with
regard to all benefits.  The pension benefits are administered by UMWA trustees and contributions are made to
their trust funds.  The health and welfare benefits are administered by us and benefits are paid from our general
assets. 
 
The UMWA pension benefits are administered through a multiemployer plan that is different from single-
employer plans as an employer’s contributions may be used to provide benefits to employees of other
participating employers.  Required contributions not made by any employer may result in other employers
bearing the unfunded plan obligations, while a withdrawing employer may be subject to a withdrawal
liability.  UMWA pension benefits are provided through the United Mine Workers of America 1974 Pension
Plan (Employer Identification Number: 52- 
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1050282, Plan Number 002), which under the Pension Protection Act of 2006 (PPA) was in Seriously
Endangered Status for the plan years ending June 30, 2013 and 2012, without utilization of extended
amortization provisions.  The Plan adopted a funding improvement plan in May 2012, as required under the
PPA. 
 
Contributions to the UMWA pension plan in 2013, 2012 and 2011 were made under a collective bargaining
agreement that is scheduled to expire December 31, 2017.  We contributed immaterial amounts in 2013, 2012
and 2011 that represent less than 5% of the total contributions in the plan’s latest annual report for the years 
ended June 30, 2013, 2012 and 2011.  The contributions we made did not include a surcharge.  There are no
minimum contributions for future years. 
 
Based upon the plan to retrofit the Rockport Plant with dry sorbent injection technology to meet environmental
emission control requirements, the timing of the closure of Cook Coal Terminal is expected to be in or after
2025.  Due to the estimated closure date and the ability to estimate the amount of the withdrawal liability, we
recorded a liability of $39 million during 2013 and a related regulatory asset of $30 million.  The regulatory
asset should be recovered in future billings for transloading services before the planned closure. 
 
9.  BUSINESS SEGMENTS 
 
Our primary business is the generation, transmission and distribution of electricity.  Within our Vertically
Integrated Utilities segment, we centrally dispatch generation assets and manage our overall utility operations
on an integrated basis because of the substantial impact of cost-based rates and regulatory 
oversight.  Intersegment sales and transfers are generally based on underlying contractual arrangements and
agreements. 
 
During the fourth quarter of 2013, we changed the structure of our internal organization which resulted in a
change in the composition of our reportable segments.  In accordance with authoritative accounting guidance
for segment reporting, prior period financial information has been recast in the financial statements and
footnotes to be comparable to the current year presentation of reportable segments.  See the “Corporate 
Separation” section of Executive Overview. 
 
Our reportable segments and their related business activities are outlined below: 
 
Vertically Integrated Utilities 
 

 
Transmission and Distribution Utilities 
 

 
Generation & Marketing 
 

 
AEP Transmission Holdco 

 

•  Generation, transmission and distribution of electricity for sale to retail and wholesale customers
through assets owned and operated by AEGCo, APCo, I&M, KGPCo, KPCo, PSO, SWEPCo and
WPCo. 

•  Transmission and distribution of electricity for sale to retail and wholesale customers through assets
owned and operated by OPCo, TCC and TNC. 

•  OPCo purchases energy and capacity to serve remaining generation service customers. 

•  Nonregulated generation in ERCOT and PJM. 

•  Marketing, risk management and retail activities in ERCOT, PJM and MISO. 
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AEP River Operations 
 

 
 

•  Development, construction and operation of transmission facilities through investments in our wholly-
owned transmission only subsidiaries and transmission only joint ventures. These investments have
PUCT-approved or FERC-approved returns on equity. 

•  Commercial barging operations that transports liquids, coal and dry bulk commodities primarily on the
Ohio, Illinois and lower Mississippi Rivers. 
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The remainder of our activities is presented as Corporate and Other.  While not considered a reportable
segment, Corporate and Other primarily includes management and professional services to AEP provided at
cost to AEP subsidiaries and the purchasing of receivables from certain AEP utility subsidiaries.  This segment
also includes parent’s guarantee revenue received from affiliates, investment income, interest income and
interest expense and other nonallocated costs. 
 
The tables below present our reportable segment information for the years ended December 31, 2013, 2012 and
2011 and balance sheet information as of December 31, 2013 and 2012.  These amounts include certain
estimates and allocations where necessary. 
 

 

          Transmission                  
    

 

Vertically  and 

 

AEP   Generation Corporate

 

    

 

    Integrated  Distribution Transmission AEP River and and Other Reconciling 

    Utilities  Utilities Holdco Operations Marketing (a) Adjustments C
     (in millions) 
Year Ended 
December 
31, 2013                    

Revenues 
from:                    

  
External 
Customers  $  9,347  $ 4,279  $ 27 $ 544 $ 1,208 $  32  $ (80)(b) $

  

Other 
Operating 
Segments     645    199    51  19  2,457   57     (3,428)  

Total 
Revenues  $  9,992  $ 4,478  $ 78 $ 563 $ 3,665 $  89  $  (3,508)  $
                       
Asset 
Impairments 
and Other                    

  
Related 
Charges  $  72  $  -  $ - $ - $ 154 $  -  $ -  $

Depreciation 
and 
Amortization     941    591    10  31 236   -    (66)(c)
Interest 
Income     7    2    -  - 2   69    (22)  
Carrying 
Costs 
Income     14    16    -  - -   -    -  
Interest 
Expense     540    292    10  17 55   27    (35)(c)
Income Tax 
Expense     398    198    29  7 112   (60)   -  
                      
Net Income     681    358    80  12 228   125    -  
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Gross 
Property 
Additions     1,822    871     843  7 185   9    (81)  
                      
          Transmission                 
    

 

Vertically  and 

 

AEP   Generation Corporate

 

    

 

    Integrated  Distribution Transmission AEP River and and Other Reconciling 

    Utilities  Utilities Holdco Operations Marketing (a)  Adjustments C
     (in millions) 

 Year 
Ended 

December 
31, 2012                    

Revenues 
from:                    

  
External 
Customers  $  8,785  $ 4,659  $ 7 $ 647 $ 882 $  25  $ (60)(b) $

  

Other 
Operating 
Segments     633    159    17  20  2,585   58     (3,472)  

Total 
Revenues  $  9,418  $ 4,818  $ 24 $ 667 $ 3,467 $  83  $  (3,532)  $
                       
Asset 
Impairments 
and Other                    

  
Related 
Charges  $  13  $  -  $ - $ - $ 287 $  -  $ -  $

Depreciation 
and 
Amortization     873    561    3  29 349   -    (33)(c)
Interest 
Income     5    4    -  - 1   22    (24)  
Carrying 
Costs 
Income     28    24    1  - -   -    -  
Interest 
Expense     520    291    3  17 83   112    (38)(c)
Income Tax 
Expense     345    201    17  7 15   19    -  
                      
Net Income 
(Loss)     803    389    43  15 100   (88)   -  
                      
Gross 
Property 
Additions     1,801    664     392  31 249   2    (20)  
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           Transmission                   
     

 

Vertically  and 

 

AEP   Generation Corporate

 

    

 

     Integrated Distribution Transmission AEP River and and Other Reconciling 

     Utilities  Utilities Holdco Operations Marketing (a)  Adjustments
      (in millions) 
 Year Ended 
December 31, 

2011                    
Revenues 
from:                     

   
External 
Customers  $  8,942  $ 4,982  $ 3 $ 697 $ 563 $  24  $ (95)(b)

   

Other 
Operating 
Segments     760    174    5  19  3,331    59     (4,348)  

Total 
Revenues  $  9,702  $ 5,156  $ 8 $ 716 $ 3,894 $  83  $  (4,443)  
                         
Asset 
Impairments 
and Other                     

   
Related 
Charges  $  49  $  -  $ - $ - $ 90 $  -  $ -  

Depreciation 
and 
Amortization     785    549    -  28  304    2    (13)(c)
Interest Income     13     7    -  -  4    22    (19)  
Carrying Costs 
Income     17    376    -  -  -    -    -  
Interest 
Expense     514    293    1  17  87    56    (35)(c)
Income Tax 
Expense     312    220    2  24  166    94    -  
                         
Income (Loss) 
Before                     

   
Extraordinary 
Item  $  710  $ 404  $ 30 $ 45 $ 439 $  (52) $ -  

Extraordinary 
Item, Net of 
Tax     -    373    -  -  -    -    -  
Net Income 
(Loss)  $  710  $ 777  $ 30 $ 45 $ 439 $  (52) $ -  
                         
Gross Property 
Additions  $  1,733  $ 544  $ 263 $ 18 $ 156 $  219  $ (31)  
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          Transmission                 
     

 

Vertically  and  AEP   Generation Corporate Reconciling  
     Integrated Distribution  Transmission AEP River and and Other   Adjustments  

     Utilities  Utilities  Holdco Operations Marketing (a)  (c)  
      (in millions) 
December 31, 

2013                
Total 
Property, 
Plant and                
   Equipment  $  37,545  $  12,143  $  1,636 $ 638 $ 8,277 $  315  $ (269)
Accumulated 
Depreciation 
and                 
   Amortization    12,250  3,342    10  189  3,409   173    (85)
Total 
Property, 
Plant and                 

   
Equipment 
- Net  $  25,295  $  8,801  $  1,626 $ 449 $ 4,868 $  142  $ (184)

                     
Total Assets  $  32,791  $  14,165  $  2,245 $ 673 $ 6,426 $  19,645  $  (19,531)(d)
                     
Investments 
in Equity 
Method                 
   Investees     24   -    480  54 -   11    -  
                                
           Transmission                  
      Vertically  and  AEP  Generation Corporate Reconciling  
     

 
Integrated Distribution  Transmission AEP River and and Other   Adjustments  

     Utilities  Utilities  Holdco Operations Marketing (a)  (c)  
      (in millions) 
December 31, 

2012                
Total 
Property, 
Plant and                
   Equipment  $  36,066  $  11,461  $ 748 $ 636 $ 8,529 $  280  $ (266)
Accumulated 
Depreciation 
and                 
   Amortization    11,733  3,232    4  161  3,465   168    (72)
Total 
Property, 
Plant and                 

   
Equipment 
- Net  $  24,333  $  8,229  $ 744 $ 475 $ 5,064 $  112  $ (194)

                     
Total Assets  $  32,008  $  13,516  $  1,216 $ 670 $ 6,664 $  19,179  $  (18,886)(d)
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Investments 
in Equity 
Method                 
   Investees     24   -    393  43 -   5    -  

(a) Corporate and Other includes management and professional services to AEP provided at cost to AEP 
subsidiaries and the purchasing of receivables from certain AEP utility subsidiaries. This segment also 
includes parent’s guarantee revenue received from affiliates, investment income, interest income and 
interest expense and other nonallocated costs. 

(b) Reconciling Adjustments for External Customers primarily include eliminations as a result of corporate
separation. 

(c) Includes eliminations due to an intercompany capital lease. 
(d) Reconciling Adjustments for Total Assets primarily include the elimination of intercompany advances to

affiliates and intercompany accounts receivable along with the elimination of AEP's investments in
subsidiary companies. 
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10.  DERIVATIVES AND HEDGING 
 
OBJECTIVES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS 
 
We are exposed to certain market risks as a major power producer and marketer of wholesale electricity, natural
gas, coal and emission allowances.  These risks include commodity price risk, interest rate risk, credit risk and,
to a lesser extent, foreign currency exchange risk.  These risks represent the risk of loss that may impact us due
to changes in the underlying market prices or rates.  We manage these risks using derivative instruments. 
 
STRATEGIES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS TO ACHIEVE
OBJECTIVES 
 
Risk Management Strategies 
 
Our strategy surrounding the use of derivative instruments primarily focuses on managing our risk exposures,
future cash flows and creating value utilizing both economic and formal hedging strategies.  Our risk
management strategies also include the use of derivative instruments for trading purposes, focusing on seizing
market opportunities to create value driven by expected changes in the market prices of the commodities in
which we transact.  To accomplish our objectives, we primarily employ risk management contracts including
physical and financial forward purchase-and-sale contracts and, to a lesser extent, OTC swaps and options.  Not
all risk management contracts meet the definition of a derivative under the accounting guidance for
“Derivatives and Hedging.”  Derivative risk management contracts elected normal under the normal purchases
and normal sales scope exception are not subject to the requirements of this accounting guidance. 
 
We enter into power, coal, natural gas, interest rate and, to a lesser extent, heating oil, gasoline and other
commodity contracts to manage the risk associated with our energy business.  We enter into interest rate
derivative contracts in order to manage the interest rate exposure associated with our commodity portfolio.  For
disclosure purposes, such risks are grouped as “Commodity,” as they are related to energy risk management 
activities.  We also engage in risk management of interest rate risk associated with debt financing and foreign
currency risk associated with future purchase obligations denominated in foreign currencies.  For disclosure
purposes, these risks are grouped as “Interest Rate and Foreign Currency.”  The amount of risk taken is 
determined by the Commercial Operations and Finance groups in accordance with our established risk
management policies as approved by the Finance Committee of our Board of Directors. 
 
The following table represents the gross notional volume of our outstanding derivative contracts as of
December 31, 2013 and 2012: 
 

 

Notional Volume of Derivative Instruments 
               
      Volume     
       December 31,   Unit of 

Primary Risk Exposure 2013    2012    Measure 

      (in millions)   
Commodity:            
  Power    406   498   MWhs 
  Coal    4   10   Tons 
  Natural Gas    127   147   MMBtus 
  Heating Oil and Gasoline    6    6   Gallons 
  Interest Rate   $ 191  $ 235   USD 
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Fair Value Hedging Strategies 
 
We enter into interest rate derivative transactions as part of an overall strategy to manage the mix of fixed-rate 
and floating-rate debt.  Certain interest rate derivative transactions effectively modify our exposure to interest
rate risk by converting a portion of our fixed-rate debt to a floating rate.  Provided specific criteria are met,
these interest rate derivatives are designated as fair value hedges. 
  

              
Interest Rate and Foreign Currency   $ 820  $ 1,199   USD 
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Cash Flow Hedging Strategies 
 
We enter into and designate as cash flow hedges certain derivative transactions for the purchase and sale of
power, coal, natural gas and heating oil and gasoline (“Commodity”) in order to manage the variable price risk 
related to the forecasted purchase and sale of these commodities.  We monitor the potential impacts of
commodity price changes and, where appropriate, enter into derivative transactions to protect profit margins for
a portion of future electricity sales and fuel or energy purchases.  We do not hedge all commodity price risk. 
 
Our vehicle fleet and barge operations are exposed to gasoline and diesel fuel price volatility.  We enter into
financial heating oil and gasoline derivative contracts in order to mitigate price risk of our future fuel
purchases.  For disclosure purposes, these contracts are included with other hedging activities as
“Commodity.”  We do not hedge all fuel price risk. 
 
We enter into a variety of interest rate derivative transactions in order to manage interest rate risk
exposure.  Some interest rate derivative transactions effectively modify our exposure to interest rate risk by
converting a portion of our floating-rate debt to a fixed rate.  We also enter into interest rate derivative contracts 
to manage interest rate exposure related to future borrowings of fixed-rate debt.  Our forecasted fixed-rate debt 
offerings have a high probability of occurrence as the proceeds will be used to fund existing debt maturities and
projected capital expenditures.  We do not hedge all interest rate exposure. 
 
At times, we are exposed to foreign currency exchange rate risks primarily when we purchase certain fixed
assets from foreign suppliers.  In accordance with our risk management policy, we may enter into foreign
currency derivative transactions to protect against the risk of increased cash outflows resulting from a foreign
currency’s appreciation against the dollar.  We do not hedge all foreign currency exposure. 
  
ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND THE IMPACT ON OUR FINANCIAL
STATEMENTS 
  
The accounting guidance for “Derivatives and Hedging” requires recognition of all qualifying derivative 
instruments as either assets or liabilities on the balance sheets at fair value.  The fair values of derivative
instruments accounted for using MTM accounting or hedge accounting are based on exchange prices and
broker quotes.  If a quoted market price is not available, the estimate of fair value is based on the best
information available including valuation models that estimate future energy prices based on existing market
and broker quotes, supply and demand market data and assumptions.  In order to determine the relevant fair
values of our derivative instruments, we also apply valuation adjustments for discounting, liquidity and credit
quality. 
 
Credit risk is the risk that a counterparty will fail to perform on the contract or fail to pay amounts
due.  Liquidity risk represents the risk that imperfections in the market will cause the price to vary from
estimated fair value based upon prevailing market supply and demand conditions.  Since energy markets are
imperfect and volatile, there are inherent risks related to the underlying assumptions in models used to fair
value risk management contracts.  Unforeseen events may cause reasonable price curves to differ from actual
price curves throughout a contract’s term and at the time a contract settles.  Consequently, there could be
significant adverse or favorable effects on future net income and cash flows if market prices are not consistent
with our estimates of current market consensus for forward prices in the current period.  This is particularly true
for longer term contracts.  Cash flows may vary based on market conditions, margin requirements and the
timing of settlement of our risk management contracts. 
 
According to the accounting guidance for “Derivatives and Hedging,” we reflect the fair values of our 
derivative instruments subject to netting agreements with the same counterparty net of related cash 
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collateral.  For certain risk management contracts, we are required to post or receive cash collateral based on
third party contractual agreements and risk profiles.  For the December 31, 2013 and 2012 balance sheets, we
netted $4 million and $7 million, respectively, of cash collateral received from third parties against short-term 
and long-term risk management assets and $13 million and $50 million, respectively, of cash collateral paid to
third parties against short-term and long-term risk management liabilities. 
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The following tables represent the gross fair value impact of our derivative activity on the balance sheets as of
December 31, 2013 and 2012: 
 

 

Fair Value of Derivative Instruments 
December 31, 2013 

   

                
Gross 

Amounts Gross   Net Amounts of 

      
Risk 

Management     of Risk Amounts   Assets/Liabilities

      Contracts   Hedging Contracts Management
Offset in 

the   Presented in the

           
Interest 

Rate Assets/ 
Statement 

of   Statement of 

           
and 

Foreign Liabilities Financial   Financial 

Balance Sheet Location   
Commodity 

(a)   
Commodity

(a) 
Currency 

(a) Recognized 
Position 

(b)   Position (c) 

      (in millions) 
Current Risk Management 
Assets   $ 347   $ 12 $ 4 $ 363 $  (203)  $ 160 
Long-term Risk 
Management Assets     368     3  - 371   (74)    297 
Total Assets     715     15  4 734   (277)    457 
                    
Current Risk Management 
Liabilities     292     11  1 304   (214)    90 
Long-term Risk 
Management Liabilities     237     3  15 255   (78)    177 
Total Liabilities     529     14  16 559   (292)    267 
                    
Total MTM Derivative 
Contract Net                     
  Assets (Liabilities)   $ 186   $ 1 $ (12) $ 175 $  15   $ 190 
                        

Fair Value of Derivative Instruments 
December 31, 2012 

   

                
Gross 

Amounts Gross   Net Amounts of 

      
Risk 

Management     of Risk Amounts   Assets/Liabilities

      Contracts   Hedging Contracts Management
Offset in 

the   Presented in the

           
Interest 

Rate Assets/ 
Statement 

of   Statement of 

           
and 

Foreign Liabilities Financial   Financial 
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Balance Sheet Location   
Commodity 

(a)   
Commodity

(a) 
Currency 

(a) Recognized 
Position 

(b)   Position (c) 

      (in millions) 
Current Risk Management 
Assets   $ 589   $ 32 $ 3 $ 624 $  (433)  $ 191 
Long-term Risk 
Management Assets     528     5  1 534   (166)    368 
Total Assets     1,117     37  4 1,158   (599)    559 
                    
Current Risk Management 
Liabilities     546     43  35 624   (469)    155 
Long-term Risk 
Management Liabilities     383     6  6 395   (181)    214 
Total Liabilities     929     49  41 1,019   (650)    369 
                    
Total MTM Derivative 
Contract Net                     
  Assets (Liabilities)   $ 188   $  (12) $ (37) $ 139 $  51   $ 190 

(a) Derivative instruments within these categories are reported gross.  These instruments are subject to master
netting agreements and are presented on the balance sheets on a net basis in accordance with the
accounting guidance for "Derivatives and Hedging." 

(b) Amounts primarily include counterparty netting of risk management and hedging contracts and associated
cash collateral in accordance with the accounting guidance for "Derivatives and Hedging."  Amounts also
include de-designated risk management contracts. 

(c) There are no derivative contracts subject to a master netting arrangement or similar agreement which are
not offset in the statement of financial position. 
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The table below presents our activity of derivative risk management contracts for the years ended December
31, 2013, 2012 and 2011: 
 

  

 
        

Certain qualifying derivative instruments have been designated as normal purchase or normal sale contracts, as
provided in the accounting guidance for “Derivatives and Hedging.”  Derivative contracts that have been 
designated as normal purchases or normal sales under that accounting guidance are not subject to MTM
accounting treatment and are recognized on the statements of income on an accrual basis. 
 
Our accounting for the changes in the fair value of a derivative instrument depends on whether it qualifies for
and has been designated as part of a hedging relationship and further, on the type of hedging
relationship.  Depending on the exposure, we designate a hedging instrument as a fair value hedge or a cash
flow hedge. 
 
For contracts that have not been designated as part of a hedging relationship, the accounting for changes in fair
value depends on whether the derivative instrument is held for trading purposes.  Unrealized and realized gains
and losses on derivative instruments held for trading purposes are included in revenues on a net basis on the
statements of income.  Unrealized and realized gains and losses on derivative instruments not held for trading
purposes are included in revenues or expenses on the statements of income depending on the relevant facts and
circumstances.  However, unrealized and some realized gains and losses in regulated jurisdictions for both
trading and non-trading derivative instruments are recorded as regulatory assets (for losses) or regulatory
liabilities (for gains) in accordance with the accounting guidance for “Regulated Operations.” 
 
Accounting for Fair Value Hedging Strategies 
 
For fair value hedges (i.e. hedging the exposure to changes in the fair value of an asset, liability or an identified
portion thereof attributable to a particular risk), the gain or loss on the derivative instrument as well as the
offsetting gain or loss on the hedged item associated with the hedged risk impacts Net Income during the period
of change. 
 
We record realized and unrealized gains or losses on interest rate swaps that qualify for fair value hedge
accounting treatment and any offsetting changes in the fair value of the debt being hedged in Interest Expense
on the statements of income.  During 2013, we recognized a loss of $10 million on our hedging instruments and 

 

Amount of Gain (Loss) Recognized on 
Risk Management Contracts 

         
   Years Ended December 31, 

Location of Gain (Loss)  2013  2012    2011  
   (in millions) 
Vertically Integrated Utilities Revenues  $ 15 $  10  $  18 
Generation & Marketing Revenues   49  50    48 
Regulatory Assets (a)   (2)  (43)    (22)
Regulatory Liabilities (a)   (5)  8    (3)
Total Gain (Loss) on Risk Management 
Contracts  $ 57 $  25  $  41 

(a) Represents realized and unrealized gains and losses subject to regulatory accounting
treatment recorded as either current or noncurrent on the balance sheets.
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an offsetting gain of $10 million on our long-term debt.  During 2012, the fair value changes for both our
hedging instruments and hedged long-term debt were immaterial.  During 2011, we recognized a gain of $3
million on our hedging instruments and an offsetting loss of $6 million on our long-term debt.  For 2013, 2012
and 2011, hedge ineffectiveness was immaterial. 
 
Accounting for Cash Flow Hedging Strategies 
 
For cash flow hedges (i.e. hedging the exposure to variability in expected future cash flows attributable to a
particular risk), we initially report the effective portion of the gain or loss on the derivative instrument as a
component of Accumulated Other Comprehensive Income (Loss) on the balance sheets until the period the
hedged item affects Net Income.  We recognize any hedge ineffectiveness in Net Income immediately during
the period of change, except in regulated jurisdictions where hedge ineffectiveness is recorded as a regulatory
asset (for losses) or a regulatory liability (for gains). 
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Realized gains and losses on derivative contracts for the purchase and sale of power, coal and natural gas
designated as cash flow hedges are included in Revenues, Fuel and Other Consumables Used for Electric
Generation or Purchased Electricity for Resale on the statements of income, or in Regulatory Assets or
Regulatory Liabilities on the balance sheets, depending on the specific nature of the risk being hedged.  During
2013, 2012 and 2011, we designated power, coal and natural gas derivatives as cash flow hedges. 
 
We reclassify gains and losses on heating oil and gasoline derivative contracts designated as cash flow hedges
from Accumulated Other Comprehensive Income (Loss) on the balance sheets into Other Operation expense,
Maintenance expense or Depreciation and Amortization expense, as it relates to capital projects, on the
statements of income.  During 2013, 2012 and 2011, we designated heating oil and gasoline derivatives as cash
flow hedges. 
 
We reclassify gains and losses on interest rate derivative hedges related to our debt financings from
Accumulated Other Comprehensive Income (Loss) on the balance sheets into Interest Expense on the
statements of income in those periods in which hedged interest payments occur.  During 2013, 2012 and 2011,
we designated interest rate derivatives as cash flow hedges. 
 
The accumulated gains or losses related to our foreign currency hedges are reclassified from Accumulated
Other Comprehensive Income (Loss) on the balance sheets into Depreciation and Amortization expense on the
statements of income over the depreciable lives of the fixed assets designated as the hedged items in qualifying
foreign currency hedging relationships.  During 2013, we did not designate any foreign currency derivatives as
cash flow hedges.  During 2012 and 2011, we designated foreign currency derivatives as cash flow hedges. 
 
During 2013, 2012 and 2011, hedge ineffectiveness was immaterial or nonexistent for all cash flow hedge
strategies disclosed above. 
 
For details on designated, effective cash flow hedges included in Accumulated Other Comprehensive Income
(Loss) on the balance sheets and the reasons for changes in cash flow hedges for the years ended December 31,
2013, 2012 and 2011, see Note 3. 
 
Cash flow hedges included in Accumulated Other Comprehensive Income (Loss) on the balance sheets as of
December 31, 2013 and 2012 were: 
 

 

Impact of Cash Flow Hedges on the Balance Sheet 
December 31, 2013 

             
      Interest Rate       
      and Foreign       
       Commodity Currency   Total 
       (in millions) 
Hedging Assets (a)  $ 7 $  -  $ 7 
Hedging Liabilities (a)   6   2    8 
AOCI Gain (Loss) Net of Tax   -    (23)     (23)
Portion Expected to be Reclassified to Net          
  Income During the Next Twelve Months   -    (4)    (4)
                  

Impact of Cash Flow Hedges on the Balance Sheet 
December 31, 2012 

             
      Interest Rate       
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      and Foreign       
       Commodity Currency   Total 
       (in millions) 
Hedging Assets (a)  $ 24 $  -  $ 24 
Hedging Liabilities (a)   36   37    73 
AOCI Gain (Loss) Net of Tax   (8)    (30)     (38)
Portion Expected to be Reclassified to Net          
  Income During the Next Twelve Months   (8)    (4)     (12)

(a) Hedging Assets and Hedging Liabilities are included in Risk Management Assets and
Liabilities on the balance sheets. 
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The actual amounts that we reclassify from Accumulated Other Comprehensive Income (Loss) to Net Income
can differ from the estimate above due to market price changes.  As of December 31, 2013, the maximum
length of time that we are hedging (with contracts subject to the accounting guidance for “Derivatives and 
Hedging”) our exposure to variability in future cash flows related to forecasted transactions was 44 months. 
 
Credit Risk 
 
We limit credit risk in our wholesale marketing and trading activities by assessing the creditworthiness of
potential counterparties before entering into transactions with them and continuing to evaluate their
creditworthiness on an ongoing basis.  We use Moody’s, Standard and Poor’s and current market-based 
qualitative and quantitative data as well as financial statements to assess the financial health of counterparties
on an ongoing basis. 
 
When we use standardized master agreements, these agreements may include collateral requirements.  These
master agreements facilitate the netting of cash flows associated with a single counterparty.  Cash, letters of
credit and parental/affiliate guarantees may be obtained as security from counterparties in order to mitigate
credit risk.  The collateral agreements require a counterparty to post cash or letters of credit in the event an
exposure exceeds our established threshold.  The threshold represents an unsecured credit limit which may be
supported by a parental/affiliate guaranty, as determined in accordance with our credit policy.  In addition,
collateral agreements allow for termination and liquidation of all positions in the event of a failure or inability
to post collateral. 
 
Collateral Triggering Events 
 
Under the tariffs of the RTOs and Independent System Operators (ISOs) and a limited number of derivative and
non-derivative contracts primarily related to our competitive retail auction loads, we are obligated to post an
additional amount of collateral if our credit ratings decline below investment grade.  The amount of collateral
required fluctuates based on market prices and our total exposure.  On an ongoing basis, our risk management
organization assesses the appropriateness of these collateral triggering items in contracts.  AEP and its
subsidiaries have not experienced a downgrade below investment grade.  The following table represents: (a) our
fair value of such derivative contracts, (b) the amount of collateral we would have been required to post for all
derivative and non-derivative contracts if our credit ratings had declined below investment grade and (c) how
much was attributable to RTO and ISO activities as of December 31, 2013 and 2012: 
 

 
In addition, a majority of our non-exchange traded commodity contracts contain cross-default provisions that, if 
triggered, would permit the counterparty to declare a default and require settlement of the outstanding
payable.  These cross-default provisions could be triggered if there was a non-performance event by Parent or 
the obligor under outstanding debt or a third party obligation in excess of $50 million.  On an ongoing basis,
our risk management organization assesses the appropriateness of these cross-default provisions in our
contracts.  The following table represents: (a) the fair value of these derivative liabilities subject to cross-
default provisions prior to consideration of contractual netting arrangements, (b) the amount this exposure has
been reduced by cash collateral we have posted and (c) if a cross-default provision would have been triggered, 
the settlement amount that would be required after considering our contractual netting arrangements as of 

 

     December 31, 
     2013   2012  
     (in millions) 
Liabilities for Derivative Contracts with Credit Downgrade Triggers  $  3  $ 7 
Amount of Collateral AEP Subsidiaries Would Have Been        
  Required to Post    33   32 
Amount Attributable to RTO and ISO Activities    28   31 
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December 31, 2013 and 2012: 
 

 

   December 31, 
   2013   2012  

   (in millions) 
Liabilities for Contracts with Cross Default Provisions Prior to Contractual          
   Netting Arrangements  $  293  $ 469 
Amount of Cash Collateral Posted    1   8 
Additional Settlement Liability if Cross Default Provision is Triggered    235   328 
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11.  FAIR VALUE MEASUREMENTS 
 
Fair Value Measurements of Long-term Debt 
 
The fair values of Long-term Debt are based on quoted market prices, without credit enhancements, for the
same or similar issues and the current interest rates offered for instruments with similar maturities classified as
Level 2 measurement inputs.  These instruments are not marked-to-market.  The estimates presented are not 
necessarily indicative of the amounts that we could realize in a current market exchange. 
 
The book values and fair values of Long-term Debt as of December 31, 2013 and 2012 are summarized in the
following table: 
 

 
Fair Value Measurements of Other Temporary Investments 
 
Other Temporary Investments include funds held by trustees primarily for the payment of securitization bonds
and Securities Available for Sale, including marketable securities that we intend to hold for less than one year
and investments by our protected cell of EIS.  See “Other Temporary Investments” section of Note 1. 
 
The following is a summary of Other Temporary Investments: 
 

 

 

    December 31, 
    2013   2012  
    Book Value  Fair Value  Book Value  Fair Value

    (in millions) 
Long-term Debt   $ 18,377  $ 19,672  $  17,757   $  20,907 

        December 31, 2013 

         Gross Gross   Estimated 
         Unrealized Unrealized    Fair 

Other Temporary Investments   Cost Gains Losses   Value 

        (in millions) 
Restricted Cash (a)   $ 250 $ - $  -   $  250 
Fixed Income Securities:          
  Mutual Funds     80 -  -    80 
Equity Securities - Mutual Funds     12 11  -    23 

Total Other Temporary Investments   $ 342 $ 11 $  -   $  353 
              
        December 31, 2012 

         Gross Gross   Estimated 
         Unrealized Unrealized    Fair 

Other Temporary Investments   Cost Gains Losses   Value 

        (in millions) 
Restricted Cash (a)   $ 241 $ - $  -   $  241 
Fixed Income Securities:         
  Mutual Funds     65 2  -    67 
Equity Securities - Mutual Funds     10 6  -    16 

Total Other Temporary Investments   $ 316 $ 8 $  -   $  324 
              
(a) Primarily represents amounts held for the repayment of debt. 
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The following table provides the activity for our fixed income and equity securities within Other Temporary
Investments for the years ended December 31, 2013, 2012 and 2011: 
 

 
As of December 31, 2013 and 2012, we had no Other Temporary Investments with an unrealized loss
position.  As of December 31, 2013, fixed income securities were primarily debt based mutual funds with short
and intermediate maturities.  Mutual funds may be sold and do not contain maturity dates. 
 
Fair Value Measurements of Trust Assets for Decommissioning and SNF Disposal 
 
I&M records securities held in trust funds for decommissioning nuclear facilities and for the disposal of SNF at
fair value.  See “Nuclear Trust Funds” section of Note 1. 
 
The following is a summary of nuclear trust fund investments as of December 31, 2013 and December 31,
2012: 
 

 
The following table provides the securities activity within the decommissioning and SNF trusts for the years
ended December 31, 2013, 2012 and 2011: 
 

 

  Years Ended December 31, 
  2013   2012    2011  
  (in millions) 
Proceeds from Investment Sales $ -  $  -   $  268 
Purchases of Investments  17   2      154 
Gross Realized Gains on Investment Sales  -    -      4 
Gross Realized Losses on Investment Sales  -    -      -

      December 31, 
      2013  2012  
     

 

Estimated

 

Gross Other-Than- Estimated Gross 

 

Other-Than-
     Fair Unrealized Temporary Fair Unrealized Temporary 

     Value Gains Impairments Value Gains Impairments
      (in millions) 
Cash and Cash 
Equivalents  $  19  $ - $ - $ 17 $  -  $ -
Fixed Income Securities:               

 
United States 
Government    609    26  (4)  648   58    (1)

 Corporate Debt     37    2  (1)  35   5    (1)

 
State and Local 
Government    255    1  -  270   1    (1)

   
Subtotal Fixed Income 
Securities    901    29  (5)  953   64    (3)

Equity Securities - 
Domestic    1,012     506  (82)  736   285    (77)
Spent Nuclear Fuel and               
 Decommissioning Trusts $ 1,932  $  535 $ (87) $ 1,706 $  349  $ (80)

  Years Ended December 31, 
  2013   2012   2011  
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The adjusted cost of fixed income securities was $872 million and $889 million as of December 31, 2013 and
2012, respectively.  The adjusted cost of equity securities was $506 million and $451 million as of December
31, 2013 and 2012, respectively. 
 
 

  (in millions) 
Proceeds from Investment Sales $ 858  $ 988  $  1,111 
Purchases of Investments   910   1,045     1,167 
Gross Realized Gains on Investment 
Sales   18   25     33 
Gross Realized Losses on Investment 
Sales   8   9     22 
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The fair value of fixed income securities held in the nuclear trust funds, summarized by contractual maturities,
as of December 31, 2013 was as follows: 
 

 
 

 

  Fair Value of 
  Fixed Income 

  Securities 

  (in millions) 
Within 1 year $ 79 
1 year – 5 years  384 
5 years – 10 years  188 
After 10 years  250 

Total $ 901 
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Fair Value Measurements of Financial Assets and Liabilities 
 
For a discussion of fair value accounting and the classification of assets and liabilities within the fair value
hierarchy, see the “Fair Value Measurements of Assets and Liabilities” section of Note 1. 
 
The following tables set forth, by level within the fair value hierarchy, our financial assets and liabilities that
were accounted for at fair value on a recurring basis as of December 31, 2013 and 2012.  As required by the
accounting guidance for “Fair Value Measurements and Disclosures,” financial assets and liabilities are 
classified in their entirety based on the lowest level of input that is significant to the fair value
measurement.  Our assessment of the significance of a particular input to the fair value measurement requires
judgment and may affect the valuation of fair value assets and liabilities and their placement within the fair
value hierarchy levels.  There have not been any significant changes in our valuation techniques. 
 

 

Assets and Liabilities Measured at Fair Value on a Recurring Basis 
December 31, 2013 

                  

      Level 1  Level 2  Level 3   Other   Total 
Assets: (in millions) 
              
Cash and Cash Equivalents (a) $ 16 $ 1 $  -  $  101   $ 118 
                   

Other Temporary Investments                      
Restricted Cash (a)   231  8   -     11     250 
Fixed Income Securities:              
  Mutual Funds   80  -   -     -     80 
Equity Securities - Mutual Funds (b)   23  -   -     -     23 
Total Other Temporary Investments   334  8   -     11     353 
                   

Risk Management Assets              
Risk Management Commodity Contracts (c) (d)   22  549  142     (273)    440 
Cash Flow Hedges:              
  Commodity Hedges (c)   -  15   -     (8)    7 
Fair Value Hedges   -  1   -     3     4 
De-designated Risk Management Contracts (e)   -  -   -     6     6 
Total Risk Management Assets   22  565  142     (272)    457 
                   

Spent Nuclear Fuel and Decommissioning 
Trusts              

Cash and Cash Equivalents (f)   8  -   -     11     19 
Fixed Income Securities:              
  United States Government   -  609   -     -     609 
  Corporate Debt   -  37   -     -     37 
  State and Local Government   -  255   -     -     255 
    Subtotal Fixed Income Securities   - 901  -    -     901 
Equity Securities - Domestic (b)   1,012  -   -     -     1,012 
Total Spent Nuclear Fuel and 
Decommissioning Trusts   1,020  901   -     11     1,932 
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Total Assets $ 1,392 $ 1,475 $ 142  $  (149)  $ 2,860 
                 
Liabilities:            
                 

Risk Management Liabilities            
Risk Management Commodity Contracts (c) (d) $ 30  $ 475 $ 22  $  (282)  $ 245 
Cash Flow Hedges:               
  Commodity Hedges (c)   -   11   3     (8)    6 
  Interest Rate/Foreign Currency Hedges   -  2   -     -     2 
Fair Value Hedges   -   11   -     3     14 

Total Risk Management Liabilities $ 30 $ 499 $ 25  $  (287)  $ 267 
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Assets and Liabilities Measured at Fair Value on a Recurring Basis 
December 31, 2012 

                  

      Level 1  Level 2  Level 3   Other   Total 
Assets: (in millions) 
             
Cash and Cash Equivalents (a) $ 6 $ 1 $  -  $  272   $ 279 
                  

Other Temporary Investments                    
Restricted Cash (a)  227  5   -     9     241 
Fixed Income Securities:             
  Mutual Funds  67  -   -     -     67 
Equity Securities - Mutual Funds (b)  16  -   -     -     16 
Total Other Temporary Investments  310  5   -     9     324 
                  

Risk Management Assets             
Risk Management Commodity Contracts (c) (g)  47  938  131     (599)    517 
Cash Flow Hedges:             
  Commodity Hedges (c)  8  28   -     (12)    24 
Fair Value Hedges  -  2   -     2     4 
De-designated Risk Management Contracts (e)  -  -   -     14     14 
Total Risk Management Assets  55  968  131     (595)    559 
                  
Spent Nuclear Fuel and Decommissioning Trusts             
Cash and Cash Equivalents (f)  7  -   -     10     17 
Fixed Income Securities:             
  United States Government  -  648   -     -     648 
  Corporate Debt  -  35   -     -     35 
  State and Local Government  -  270   -     -     270 
    Subtotal Fixed Income Securities  -  953   -     -     953 
Equity Securities - Domestic (b)  736  -   -     -     736 
Total Spent Nuclear Fuel and Decommissioning 
Trusts  743  953   -     10     1,706 
                  
Total Assets $ 1,114 $ 1,927 $ 131  $  (304)  $ 2,868 
                
Liabilities:           
                

Risk Management Liabilities           
Risk Management Commodity Contracts (c) (g) $ 45  $ 838 $  45  $  (636)  $ 292 
Cash Flow Hedges:              
  Commodity Hedges (c)  -   48   -     (12)    36 
  Interest Rate/Foreign Currency Hedges  -   37   -     -     37 
Fair Value Hedges  -   2   -     2     4 

Total Risk Management Liabilities $ 45 $ 925 $  45  $  (646)  $ 369 

(a) Amounts in "Other" column primarily represent cash deposits in bank accounts with financial institutions
or with third parties.  Level 1 and Level 2 amounts primarily represent investments in money market 
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funds. 
(b) Amounts represent publicly traded equity securities and equity-based mutual funds. 
(c) Amounts in "Other" column primarily represent counterparty netting of risk management and hedging

contracts and associated cash collateral under the accounting guidance for "Derivatives and Hedging." 
(d) The December 31, 2013 maturity of the net fair value of risk management contracts prior to cash

collateral, assets/(liabilities), is as follows:  Level 1 matures $4 million in 2014, $(11) million in periods
2015-2017 and $(1) million in periods 2018-2019;  Level 2 matures $25 million in 2014, $37 million in
periods 2015-2017, $7 million in periods 2018-2019 and $5 million in periods 2020-2030;  Level 3
matures $27 million in 2014, $60 million in periods 2015-2017, $14 million in periods 2018-2019 and
$19 million in periods 2020-2030.  Risk management commodity contracts are substantially comprised of
power contracts. 

(e) Represents contracts that were originally MTM but were subsequently elected as normal under the
accounting guidance for "Derivatives and Hedging."  At the time of the normal election, the MTM value
was frozen and no longer fair valued.  This MTM value will be amortized into revenues over the
remaining life of the contracts. 

(f) Amounts in "Other" column primarily represent accrued interest receivables from financial
institutions.  Level 2 amounts primarily represent investments in money market funds. 

(g) The December 31, 2012 maturity of the net fair value of risk management contracts prior to cash
collateral, assets/(liabilities), is as follows:  Level 1 matures $9 million in 2013, $(3) million in periods
2014-2016 and $(4) million in periods 2017-2018;  Level 2 matures $16 million in 2013, $61 million in
periods 2014-2016, $16 million in periods 2017-2018 and $7 million in periods 2019-2030;  Level 3
matures $18 million in 2013, $31 million in periods 2014-2016, $13 million in periods 2017-2018 and
$24 million in periods 2019-2030.  Risk management commodity contracts are substantially comprised of
power contracts. 
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There have been no transfers between Level 1 and Level 2 during the years ended December 31, 2013, 2012
and 2011. 
  
The following tables set forth a reconciliation of changes in the fair value of net trading derivatives and other
investments classified as Level 3 in the fair value hierarchy: 
 

 

 

      Net Risk Management
Year Ended December 31, 2013   Assets (Liabilities) 

      (in millions) 
Balance as of December 31, 2012   $ 86 
Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)     (9)
Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     
  Relating to Assets Still Held at the Reporting Date (a)     37 
Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income     (3)
Purchases, Issuances and Settlements (c)     (16)
Transfers into Level 3 (d) (e)     19 
Transfers out of Level 3 (e) (f)     (4)
Changes in Fair Value Allocated to Regulated Jurisdictions (g)     7 

Balance as of December 31, 2013   $ 117 
          
      Net Risk Management

Year Ended December 31, 2012   Assets (Liabilities) 

      (in millions) 
Balance as of December 31, 2011   $ 69 
Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)     (15)
Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     
  Relating to Assets Still Held at the Reporting Date (a)     29 
Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income     -
Purchases, Issuances and Settlements (c)     32 
Transfers into Level 3 (d) (e)     1 
Transfers out of Level 3 (e) (f)     (35)
Changes in Fair Value Allocated to Regulated Jurisdictions (g)     5 

Balance as of December 31, 2012   $ 86 
          
      Net Risk Management

Year Ended December 31, 2011   Assets (Liabilities) 

      (in millions) 
Balance as of December 31, 2010   $ 85 
Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)     (10)
Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     
  Relating to Assets Still Held at the Reporting Date (a)     9 
Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income     -
Purchases, Issuances and Settlements (c)     (3)
Transfers into Level 3 (d) (e)     13 
Transfers out of Level 3 (e) (f)     (12)
Changes in Fair Value Allocated to Regulated Jurisdictions (g)     (13)

Balance as of December 31, 2011   $ 69 

(a) Included in revenues on the statements of income. 
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(b) Represents the change in fair value between the beginning of the reporting period and the settlement of
the risk management commodity contract. 

(c) Represents the settlement of risk management commodity contracts for the reporting period. 
(d) Represents existing assets or liabilities that were previously categorized as Level 2. 
(e) Transfers are recognized based on their value at the beginning of the reporting period that the transfer

occurred. 
(f) Represents existing assets or liabilities that were previously categorized as Level 3. 
(g) Relates to the net gains (losses) of those contracts that are not reflected on the statements of

income.  These net gains (losses) are recorded as regulatory liabilities/assets. 

  

124

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1319 of 1829



The following tables quantify the significant unobservable inputs used in developing the fair value of our Level
3 positions as of December 31, 2013 and 2012: 
  
  

 
(a)   Represents market prices in dollars per MWh. 
(b)   Represents average price of credit default swaps used to calculate counterparty credit risk, reported in 
basis points. 
 
12.  INCOME TAXES 
 
The details of our consolidated income taxes before extraordinary item as reported are as follows: 
 

 

Significant Unobservable Inputs 
December 31, 2013 

                              
    Fair Value   Valuation Significant   Input/Range 

    Assets   Liabilities   Technique Unobservable Input   Low   High 

    (in millions)                
Energy 
Contracts   $  132   $ 22  

Discounted Cash 
Flow  Forward Market Price (a)   $  11.42  $ 120.72 

               
Counterparty Credit Risk 
(b)     316  

FTRs      10     3   
Discounted Cash 
Flow Forward Market Price (a)       (5.10)    10.44 

Total   $ 142   $ 25                 
                              

Significant Unobservable Inputs 
December 31, 2012 

                              
    Fair Value   Valuation Significant   Input/Range 

    Assets   Liabilities   Technique Unobservable Input   Low   High 

    (in millions)                
Energy 
Contracts   $  124   $ 38  

Discounted Cash 
Flow  Forward Market Price (a)   $  9.40  $ 111.97 

               
Counterparty Credit Risk 
(b)     397  

FTRs      7     7   
Discounted Cash 
Flow Forward Market Price (a)       (3.21)    14.79 

Total   $ 131   $ 45                 

       Years Ended December 31, 
      2013   2012    2011  
       (in millions) 
Federal:             
    Current  $ (45) $  (52)  $ 20 
    Deferred   676   698    786 
Total Federal   631   646    806 
         
State and Local:           
    Current   29   35    37 
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    Deferred   24   (77)    (25)
Total State and Local   53   (42)    12 
            
Income Tax Expense  $ 684 $  604  $ 818 
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The following is a reconciliation of our consolidated difference between the amount of federal income taxes
computed by multiplying book income before income taxes by the federal statutory tax rate and the amount of
income taxes reported: 
 

 
The following table shows elements of the net deferred tax liability and significant temporary differences: 
 

 

 Years Ended December 31, 
 2013    2012   2011  
 (in millions) 

Net Income $ 1,484  $  1,262  $ 1,949 
Extraordinary Item, Net of Tax of $112 million in 2011  -     -    (373)
Income Before Extraordinary Item  1,484      1,262     1,576 
Income Tax Expense  684     604    818 

Pretax Income $ 2,168  $  1,866  $ 2,394 
          
Income Taxes on Pretax Income at Statutory Rate (35%) $ 759  $  653  $ 838 
Increase (Decrease) in Income Taxes resulting from the following 
items:         
    Depreciation  47     39    41 
    Investment Tax Credits, Net  (14)    (14)   (15)
    Energy Production Credits  -     -    (18)
    State and Local Income Taxes, Net  29      (33)    (22)
    Removal Costs  (21)     (18)    (20)
    AFUDC  (31)     (39)    (42)
    Valuation Allowance  5      6     86 
    U.K. Windfall Tax  (80)     15     -
    Other  (10)     (5)    (30)

Income Tax Expense $ 684  $  604  $ 818 
               
Effective Income Tax Rate  31.5 %    32.4 %   34.2 %

  December 31, 
  2013    2012  
  (in millions) 

Deferred Tax Assets $ 2,900  $  2,900 
Deferred Tax Liabilities  (13,088)     (12,098)

Net Deferred Tax Liabilities $ (10,188)  $  (9,198)
          
Property Related Temporary Differences $ (7,508)  $  (6,752)
Amounts Due from Customers for Future Federal Income 
Taxes  (273)     (289)
Deferred State Income Taxes  (765)     (683)
Securitized Assets  (870)     (780)
Regulatory Assets  (609)     (781)
Deferred Income Taxes on Other Comprehensive Loss   66     184 
Accrued Nuclear Decommissioning  (554)     (475)
Net Operating Loss Carryforward  233     194 
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AEP System Tax Allocation Agreement 
 
We, along with our subsidiaries, file a consolidated federal income tax return.  The allocation of the AEP
System’s current consolidated federal income tax to the AEP System companies allocates the benefit of current
tax losses to the AEP System companies giving rise to such losses in determining their current tax
expense.  The tax benefit of the Parent is allocated to our subsidiaries with taxable income.  With the exception
of the loss of the Parent, the method of allocation reflects a separate return result for each company in the
consolidated group. 
  

Tax Credit Carryforward  109     104 
Valuation Allowance  (97)     (92)
All Other, Net   80      172 

Net Deferred Tax Liabilities $ (10,188)  $  (9,198)
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Federal and State Income Tax Audit Status 
 
We are no longer subject to U.S. federal examination for years before 2011.  We completed the examination of 
the years 2007 and 2008 in April 2011 and settled all outstanding issues on appeal for the years 2001 through 
2006 in October 2011.  The settlements did not materially impact net income, cash flows or financial 
condition.  The IRS examination of years 2009 and 2010 started in October 2011 and was completed in the 
second quarter of 2013.  Although the outcome of tax audits is uncertain, in management’s opinion, adequate 
provisions for federal income taxes have been made for potential liabilities resulting from such matters.  In 
addition, we accrue interest on these uncertain tax positions.  We are not aware of any issues for open tax years 
that upon final resolution are expected to materially impact net income. 
 
We, along with our subsidiaries, file income tax returns in various state, local and foreign jurisdictions.  These 
taxing authorities routinely examine our tax returns and we are currently under examination in several state and 
local jurisdictions.  However, it is possible that we have filed tax returns with positions that may be challenged 
by these tax authorities.  We believe that adequate provisions for income taxes have been made for potential 
liabilities resulting from such challenges and the ultimate resolution of these audits will not materially impact 
net income.  We are no longer subject to state, local or non-U.S. income tax examinations by tax authorities for 
years before 2009. 
 
Net Income Tax Operating Loss Carryforward 
 
In 2012 and 2011, we recognized federal net income tax operating losses of $366 million and $226 million, 
respectively, driven primarily by bonus depreciation, pension plan contributions and other book-versus-tax 
temporary differences.  We also had state net income tax operating loss carryforwards as indicated in the table 
below. 
 

 
As a result, we recognized deferred federal, state and local income tax benefits in 2012 and 2011.  As of 
December 31, 2013, we have $156 million of unrealized federal net operating loss carryforward tax 
benefits.  We anticipate future taxable income will be sufficient to realize the remaining net income tax 
operating loss tax benefits before the federal carryforward expires after 2032.  We also anticipate future taxable 
income will be sufficient to realize the remaining state net income tax operating loss tax benefits before the 
state carryforward expires for each state. 
 
At the end of 2013 and 2012, we had $121 million of uncertain tax positions netted against the federal net 
operating loss carryforward tax benefits. 
 
Tax Credit Carryforward 
 
Federal and state net income tax operating losses sustained in 2012, 2011 and 2009, along with lower federal 

 

    State Net Income   
    Tax Operating   
    Loss  Year of 

State   Carryforward  Expiration 

    (in millions)   
Indiana   $ 50  2033 
Louisiana    428 2028 
Oklahoma    241  2033 
Tennessee    9  2026 
Virginia    301 2031 
West Virginia    725 2032 
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and state taxable income in 2010, resulted in unused federal and state income tax credits.  As of December 31,
2013, we have total federal tax credit carryforwards of $108 million and total state tax credit carryforwards of
$98 million, not all of which are subject to an expiration date.  If these credits are not utilized, the federal
general business tax credits of $74 million will expire in the years 2028 through 2032 and the state coal tax
credits of $29 million will expire in the years 2014 through 2022. 
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We anticipate future federal taxable income will be sufficient to realize the tax benefits of the federal tax credits
before they expire unused.  We do not anticipate state taxable income will be sufficient in future periods to
realize the tax benefits of all state income tax credits before they expire and we have provided a valuation
allowance accordingly. 
 
Valuation Allowance 
 
We assess past results and future operations to estimate and evaluate available positive and negative evidence 
to determine whether sufficient future taxable income will be generated to use existing deferred tax assets.  A 
significant piece of objective negative information evaluated was the net income tax operating losses sustained 
in 2012, 2011 and 2009.  The positive evidence we considered is the history of positive pretax income and the 
fact that the tax losses resulted from temporary differences that will reverse in future periods.  On the basis of 
the evaluation of all available positive and negative evidence, as of December 31, 2013, a valuation allowance 
of $41 million for state tax credits, net of federal tax, and $56 million for an unrealized capital loss has been 
recorded in order to recognize only the portion of the deferred tax assets that, more likely than not, will be 
realized.  The amount of the deferred tax assets realizable, however, could be adjusted if estimates of future 
taxable income during the carryforward period are materially impacted. 
 
For a discussion of the tax implications of the unrealized capital loss resulting from our settlement with BOA 
and Enron, see “Enron Bankruptcy” section of Note 7. 
 
Uncertain Tax Positions 
 
In May 2013, the U.S. Supreme Court decided that the U.K. Windfall Tax imposed upon U.K. electric 
companies privatized between 1984 and 1996 is a creditable tax for U.S. federal income tax purposes.  We filed 
protective claims asserting the creditability of the tax, dependent upon the outcome of the case.  As a result of 
the favorable U.S. Supreme Court decision, we recognized a tax benefit of $80 million, plus $43 million of 
pretax interest income in the second quarter of 2013.  The tax benefit and interest income resulted in an 
increase in net income of $108 million, but did not result in the receipt of cash in 2013. 
 
We recognize interest accruals related to uncertain tax positions in interest income or expense, as applicable, 
and penalties in Other Operation expense in accordance with the accounting guidance for “Income Taxes.” 
 
The following table shows amounts reported for interest expense, interest income and reversal of prior period
interest expense: 
  
  
 

 
The following table shows balances for amounts accrued for the receipt of interest and the payment of interest
and penalties: 
 

 

  Years Ended December 31, 
  2013   2012    2011  
  (in millions) 
Interest Expense $ 1 $  11  $ 8 
Interest Income  51    -     22 
Reversal of Prior Period Interest Expense  -   1    13 

  December 31, 
  2013    2012  
  (in millions) 
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Accrual for Receipt of Interest $ 43  $  - 
Accrual for Payment of Interest and Penalties  5      7 
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The reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows: 
 

 
The total amount of unrecognized tax benefits that, if recognized, would affect the effective tax rate is $87
million, $149 million and $111 million for 2013, 2012 and 2011, respectively.  We believe there will be no
significant net increase or decrease in unrecognized tax benefits within 12 months of the reporting date. 
 
Federal Tax Legislation 
 
The American Taxpayer Relief Act of 2012 (the 2012 Act) was enacted in January 2013.  Included in the 2012
Act was a one-year extension of 50% bonus depreciation.  The 2012 Act also retroactively extended the life of
research and development, employment and several energy tax credits, which expired at the end of 2011.  The
enacted provisions will not materially impact net income or financial condition but did have a favorable impact
on cash flows in 2013. 
 
Federal Tax Regulations 
 
In 2013, the U.S. Treasury Department issued final and re-proposed regulations regarding the deduction and 
capitalization of expenditures related to tangible property, effective for the tax years beginning in 2014.  In 
addition, the IRS issued Revenue Procedures under the Industry Issue Resolutions program that provides 
specific guidance for the implementation of the regulations for the electric utility industry.  The impact of these 
final regulations is not material to net income, cash flows or financial condition. 
 
State Tax Legislation 
 
Legislation was passed by the state of Indiana in May 2011 enacting a phased reduction in corporate income 
tax rate from 8.5% to 6.5%.  The 8.5% Indiana corporate income tax rate will be reduced 0.5% each year 
beginning after June 30, 2012 with the final reduction occurring in years beginning after June 30, 2015. 
 
In May 2011, Michigan repealed its Business Tax regime and replaced it with a traditional corporate net 
income tax rate of 6%, effective January 1, 2012. 
 
During the third quarter of 2013, it was determined that the state of West Virginia had achieved certain 
minimum levels of shortfall reserve funds.  As a result, the West Virginia corporate income tax rate will be 
reduced from 7.0% to 6.5% in 2014.  The enacted provisions will not materially impact net income, cash flows 
or financial condition. 
 
 

 

 2013   2012    2011  
  (in millions) 

Balance as of January 1,  $ 267 $  168  $  219 
Increase - Tax Positions Taken During a Prior Period   -   23    51 
Decrease - Tax Positions Taken During a Prior Period   (94)   (16)     (43)
Increase - Tax Positions Taken During the Current Year   2   121    10 
Decrease - Tax Positions Taken During the Current Year   -    -     -
Decrease - Settlements with Taxing Authorities   -   (25)     (31)
Decrease - Lapse of the Applicable Statute of Limitations   -   (4)     (38)

Balance as of December 31,  $ 175 $  267  $  168 
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13.  LEASES 
 
Leases of property, plant and equipment are for remaining periods up to 36 years and require payments of
related property taxes, maintenance and operating costs.  The majority of the leases have purchase or renewal
options and will be renewed or replaced by other leases. 
 
Lease rentals for both operating and capital leases are generally charged to Other Operation and Maintenance
expense in accordance with rate-making treatment for regulated operations.  Additionally, for regulated
operations with capital leases, a capital lease asset and offsetting liability are recorded at the present value of
the remaining lease payments for each reporting period.  Capital leases for nonregulated property are accounted
for as if the assets were owned and financed.  The components of rental costs are as follows: 
 

 
The following table shows the property, plant and equipment under capital leases and related obligations
recorded on the balance sheets.  Capital lease obligations are included in Other Current Liabilities and Deferred
Credits and Other Noncurrent Liabilities on the balance sheets. 
 

 
Future minimum lease payments consisted of the following as of December 31, 2013: 
 

 

   Years Ended December 31, 
Lease Rental Costs  2013   2012    2011  

   (in millions) 
Net Lease Expense on Operating Leases  $ 327 $  346  $ 343 
Amortization of Capital Leases   74   73    72 
Interest on Capital Leases   28   29    32 

Total Lease Rental Costs  $ 429 $  448  $ 447 

   December 31, 
Property, Plant and Equipment Under Capital Leases  2013    2012  

   (in millions) 
Generation  $ 103  $  117 
Other Property, Plant and Equipment   627     495 
Total Property, Plant and Equipment Under Capital Leases   730     612 
Accumulated Amortization   197     173 

Net Property, Plant and Equipment Under Capital Leases  $ 533  $  439 
          

Obligations Under Capital Leases       
Noncurrent Liability  $ 428  $  375 
Liability Due Within One Year   110     74 

Total Obligations Under Capital Leases  $ 538  $  449 

    Noncancelable 
Future Minimum Lease Payments  Capital Leases  Operating Leases 

    (in millions) 
2014   $ 135  $  288 
2015    111    268 
2016    97    246 
2017    79    230 
2018    44    215 
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Later Years   215    862 

Total Future Minimum Lease Payments   681  $  2,109 

Less Estimated Interest Element   143     
Estimated Present Value of Future Minimum       
  Lease Payments  $ 538     

  

130

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1331 of 1829



 
 
Master Lease Agreements 
 
We lease certain equipment under master lease agreements.  Under the lease agreements, the lessor is
guaranteed a residual value up to a stated percentage of either the unamortized balance or the equipment cost at
the end of the lease term.  If the actual fair value of the leased equipment is below the guaranteed residual value
at the end of the lease term, we are committed to pay the difference between the actual fair value and the
residual value guarantee.  Historically, at the end of the lease term, the fair value has been in excess of the
unamortized balance.  As of December 31, 2013, the maximum potential loss for these lease agreements was
approximately $20 million assuming the fair value of the equipment is zero at the end of the lease term. 
 
Rockport Lease 
 
AEGCo and I&M entered into a sale-and-leaseback transaction in 1989 with Wilmington Trust Company
(Owner Trustee), an unrelated, unconsolidated trustee for Rockport Plant, Unit 2 (the Plant).  The Owner
Trustee was capitalized with equity from six owner participants with no relationship to AEP or any of its
subsidiaries and debt from a syndicate of banks and securities in a private placement to certain institutional
investors. 
 
The gain from the sale was deferred and is being amortized over the term of the lease, which expires in
2022.  The Owner Trustee owns the Plant and leases it equally to AEGCo and I&M.  The lease is accounted for
as an operating lease with the payment obligations included in the future minimum lease payments schedule
earlier in this note.  The lease term is for 33 years with potential renewal options.  At the end of the lease term,
AEGCo and I&M have the option to renew the lease or the Owner Trustee can sell the Plant.  AEP, AEGCo
and I&M have no ownership interest in the Owner Trustee and do not guarantee its debt.  The future minimum
lease payments for this sale-and-leaseback transaction as of December 31, 2013 are as follows: 
 

 
Railcar Lease 
 
In June 2003, AEP Transportation LLC (AEP Transportation), a subsidiary of AEP, entered into an agreement
with BTM Capital Corporation, as lessor, to lease 875 coal-transporting aluminum railcars.  The lease is 
accounted for as an operating lease.  In January 2008, AEP Transportation assigned the remaining 848 railcars
under the original lease agreement to I&M (390 railcars) and SWEPCo (458 railcars).  The assignment is
accounted for as operating leases for I&M and SWEPCo.  The initial lease term was five years with three
consecutive five-year renewal periods for a maximum lease term of twenty years.  I&M and SWEPCo intend to
renew these leases for the full lease term of twenty years via the renewal options.  The future minimum lease
obligations are $13 million and $15 million for I&M and SWEPCo, respectively, for the remaining railcars as
of December 31, 2013.  These obligations are included in the future minimum lease payments schedule earlier
in this note. 
 

 

Future Minimum Lease Payments  AEGCo  I&M 

    (in millions) 
2014   $ 74  $  74 
2015    74     74 
2016    74     74 
2017    74     74 
2018    74     74 
Later Years   295     295 

Total Future Minimum Lease Payments  $ 665  $  665 
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Under the lease agreement, the lessor is guaranteed that the sale proceeds under a return-and-sale option will 
equal at least a lessee obligation amount specified in the lease, which declines from approximately 83% of the
projected fair value of the equipment under the current five-year lease term to 77% at the end of the 20-year 
term.  I&M and SWEPCo have assumed the guarantee under the return-and-sale option.  The maximum 
potential losses related to the guarantee are approximately $9 million and $10 million for I&M and SWEPCo,
respectively, assuming the fair value of the equipment is zero at the end of the current five-year lease 
term.  However, we believe that the fair value would produce a sufficient sales price to avoid any loss. 
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Sabine Dragline Lease 
 
During 2009, Sabine entered into capital lease arrangements with a nonaffiliated company to finance the
purchase of two electric draglines to be used for Sabine’s mining operations totaling $47 million.  The amounts
included in the lease represented the aggregate fair value of the existing equipment and a sale-and-leaseback 
transaction for additional dragline rebuild costs required to keep the dragline operational.  These capital lease
assets are included in Other Property, Plant and Equipment on our December 31, 2013 and 2012 balance
sheets.  The short-term and long-term capital lease obligations are included in Other Current Liabilities and
Deferred Credits and Other Noncurrent Liabilities on our December 31, 2013 and 2012 balance sheets.  The
future payment obligations are included in our future minimum lease payments schedule earlier in this note. 
 
I&M Nuclear Fuel Lease 
 
In November 2013, I&M entered into a sale-and-leaseback transaction with IMP 11-2013, a nonaffiliated Ohio
Trust, to lease nuclear fuel for I&M’s Cook Plant.  In November 2013, I&M sold a portion of its unamortized
nuclear fuel inventory to the trust for $110 million.  The lease has a variable rate based on one month LIBOR
and is accounted for as a capital lease with lease terms up to 54 months. The future payment obligations of
$110 million are included in our future minimum lease payments schedule earlier in this note.  The net capital
lease asset is included in Other Property, Plant and Equipment and the short-term and long-term capital lease 
obligations are included in Other Current Liabilities and Deferred Credits and Other Noncurrent Liabilities,
respectively, on our December 31, 2013 balance sheet.  The future minimum lease payments for the sale-and-
leaseback transaction as of December 31, 2013 are as follows, based on estimated fuel burn: 
 

 
14.  FINANCING ACTIVITIES 
 
AEP Common Stock 
 
Listed below is a reconciliation of common stock share activity for the years ended December 31, 2013, 2012
and 2011: 
 

 

Future Minimum Lease Payments  I&M 

     (in millions) 
2014   $  43 
2015     32 
2016     27 
2017     6 
2018     2 

Total Future Minimum Lease Payments  $  110 

       Held in 
Shares of AEP Common Stock  Issued   Treasury 

Balance, December 31, 2010  501,114,881   20,307,725 
Issued  2,644,579  -
Treasury Stock Acquired   -  28,867 
Balance, December 31, 2011  503,759,460   20,336,592 
Issued  2,245,502  -
Balance, December 31, 2012  506,004,962    20,336,592 
Issued  2,109,002  -

Balance, December 31, 2013  508,113,964   20,336,592 
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Preferred Stock 
 
In December 2011, AEP subsidiaries redeemed all of their outstanding preferred stock with a par value of $60
million at a premium, resulting in a $2.8 million loss, which is included in Preferred Stock Dividend
Requirements of Subsidiaries Including Capital Stock Expense on the statement of income. 
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Long-term Debt 
 
The following details long-term debt outstanding as of December 31, 2013 and 2012: 
 

 

 

    Weighted       
    Average       

          Interest              
    Rate as of Interest Rate Ranges as of   Outstanding as of 
    December 31, December 31,   December 31, 

Type of Debt and Maturity   2013   2013  2012    2013    2012  
            (in millions) 

Senior Unsecured Notes (a)                   
  2013-2043  5.45% 1.65%-8.13% 0.685%-8.13%   $  11,799  $ 12,712 
                   
Pollution Control Bonds (b)                
  2013-2038 (c)  3.29% 0.02%-6.30% 0.11%-6.30%      1,932    1,958 
                   
Notes Payable (d)                
  2013-2032  4.17% 1.164%-8.03% 1.913%-8.03%      369    427 
                   
Securitization Bonds (e)                   
  2013-2031  3.72% 0.88%-6.25% 0.88%-6.25%      2,686    2,281 
                      
Spent Nuclear Fuel Obligation (f)             265     265 
                      
Other Long-term Debt (a) (g)                   

  2015-2059  1.41%  
1.15%-

13.718%  
1.72%-

13.718%      1,360     140 
                          
Fair Value of Interest Rate Hedges             (9)    3 
Unamortized Discount, Net             (25)    (29)
Total Long-term Debt Outstanding             18,377     17,757 
Long-term Debt Due Within One 
Year             1,549     2,171 

Long-term Debt          $  16,828   $ 15,586 

(a) In July 2013, AGR, APCo, KPCo and OPCo entered into a $1 billion term credit facility due in May 2015
to provide liquidity during the corporate separation process.  In 2013, OPCo borrowed $1 billion under
the credit facility and retired other certain debt.  On December 31, 2013, OPCo assigned the $1 billion in
credit facility borrowings to AGR upon the transfer of OPCo’s generation assets to AGR.  Also on
December 31, 2013, AGR subsequently assigned a portion of the borrowings to APCo and KPCo in the
amounts of $300 million and $200 million, respectively, upon AGR’s transfer of certain of those
generation assets. 

(b) For certain series of pollution control bonds, interest rates are subject to periodic adjustment.  Certain
series may be purchased on demand at periodic interest adjustment dates.  Letters of credit from banks
and insurance policies support certain series. 

(c) Certain pollution control bonds are subject to redemption earlier than the maturity date.  Consequently,
these bonds have been classified for maturity purposes as Long-term Debt Due Within One Year on the 
balance sheets. 
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Long-term debt outstanding as of December 31, 2013 is payable as follows: 
 

 
 

(d) Notes payable represent outstanding promissory notes issued under term loan agreements and credit
agreements with a number of banks and other financial institutions.  At expiration, all notes then issued
and outstanding are due and payable.  Interest rates are both fixed and variable.  Variable rates generally
relate to specified short-term interest rates. 

(e) In 2013, APCo and OPCo issued $380 million and $267 million, respectively, of Securitization Bonds
(see Note 16). 

(f) Spent nuclear fuel obligation consists of a liability along with accrued interest for disposal of spent
nuclear fuel (see "SNF Disposal" section of Note 6). 

(g) In 2013, PSO, TCC and TNC issued $50 million, $100 million and $75 million three-year credit facilities,
respectively, to be used for general corporate purposes. 

                After    

  2014    2015  2016   2017  2018    2018   Total 
  (in millions) 

Principal Amount $  1,549  $ 2,519 $ 1,147 $ 1,724 $  1,135  $ 10,328  $ 18,402 
Unamortized Discount, Net                   (25)

Total Long-term Debt Outstanding                           $ 18,377 
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In January 2014 and February 2014, I&M retired $5 million and $19 million, respectively, of Notes Payable
related to DCC Fuel. 
 
In January 2014, TCC retired $112 million of its outstanding Securitization Bonds. 
 
In January 2014, OPCo retired $225 million of 4.85% Senior Unsecured Notes due in 2014. 
 
As of December 31, 2013, trustees held, on our behalf, $500 million of our reacquired Pollution Control Bonds.
 
Dividend Restrictions 
 
Parent Restrictions 
 
The holders of our common stock are entitled to receive the dividends declared by our Board of Directors
provided funds are legally available for such dividends.  Our income derives from our common stock equity in
the earnings of our utility subsidiaries. 
 
Pursuant to the leverage restrictions in our credit agreements, we must maintain a percentage of debt to total
capitalization at a level that does not exceed 67.5%.  The payment of cash dividends indirectly results in an
increase in the percentage of debt to total capitalization of the company distributing the dividend.  The method
for calculating outstanding debt and capitalization is contractually defined in the credit agreements.  None of
AEP’s retained earnings were restricted for the purpose of the payment of dividends. 
 
Utility Subsidiaries’ Restrictions 
 
Various financing arrangements and regulatory requirements may impose certain restrictions on the ability of
our utility subsidiaries to transfer funds to us in the form of dividends.  Specifically, several of our public utility
subsidiaries have credit agreements that contain a covenant that limits their debt to capitalization ratio to
67.5%.  As of December 31, 2013, the amount of restricted net assets of AEP’s subsidiaries that may not be 
distributed to Parent in the form of a loan, advance or dividend was approximately $6 billion. 
 
The Federal Power Act prohibits the utility subsidiaries from participating “in the making or paying of any 
dividends of such public utility from any funds properly included in capital account.”  The term “capital 
account” is not defined in the Federal Power Act or its regulations.  Management understands “capital account”
to mean the book value of the common stock.  This restriction does not limit the ability of the utility
subsidiaries to pay dividends out of retained earnings. 
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Lines of Credit and Short-term Debt 
 
We use our commercial paper program to meet the short-term borrowing needs of our subsidiaries.  The 
program is used to fund both a Utility Money Pool, which funds the utility subsidiaries, and a Nonutility Money
Pool, which funds the majority of the nonutility subsidiaries.  In addition, the program also funds, as direct
borrowers, the short-term debt requirements of other subsidiaries that are not participants in either money pool
for regulatory or operational reasons.  As of December 31, 2013, we had credit facilities totaling $3.5 billion to
support our commercial paper program.  The maximum amount of commercial paper outstanding during 2013
was $904 million and the weighted average interest rate of commercial paper outstanding during 2013 was
0.32%.  Our outstanding short-term debt was as follows: 
 

 

 
Credit Facilities 
 
For a discussion of credit facilities, see “Letters of Credit” section of Note 6. 
 
Securitized Accounts Receivable – AEP Credit 
 
AEP Credit has a receivables securitization agreement with bank conduits.  Under the securitization agreement,
AEP Credit receives financing from the bank conduits for the interest in the receivables AEP Credit acquires
from affiliated utility subsidiaries.  AEP Credit continues to service the receivables.  These securitized
transactions allow AEP Credit to repay its outstanding debt obligations, continue to purchase our operating
companies’ receivables and accelerate AEP Credit’s cash collections. 
 
In June 2013, we amended our receivables securitization agreement to extend through June 2014.  The
agreement provides a commitment of $700 million from bank conduits to purchase receivables.  We amended a
commitment of $385 million to now expire in June 2014.  The remaining commitment of $315 million expires
in June 2015.  We intend to extend or replace the agreement expiring in June 2014 on or before its maturity. 
 
 

 

      December 31, 
      2013   2012  
    

  
Outstanding

 

Interest  Outstanding
  

Interest 
Type of Debt Amount Rate (a)  Amount Rate (a) 

    (in millions)   (in millions)   
Securitized Debt for Receivables (b)   $ 700  0.23 %  $  657    0.26 %
Commercial Paper     57  0.29 %    321    0.42 %
Line of Credit – Sabine (c)     -  - %    3    1.82 %
Total Short-term Debt   $ 757   $  981   

(a) Weighted average rate. 
(b) Amount of securitized debt for receivables as accounted for under the "Transfers and

Servicing" accounting guidance. 
(c) This line of credit does not reduce available liquidity under AEP's credit facilities. 
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Accounts receivable information for AEP Credit is as follows: 
 

 

 
Customer accounts receivable retained and securitized for our operating companies are managed by AEP
Credit.  AEP Credit’s delinquent customer accounts receivable represents accounts greater than 30 days past
due. 
 
15.  STOCK-BASED COMPENSATION 
 
As approved by shareholder vote, the Amended and Restated American Electric Power System Long-Term 
Incentive Plan (LTIP) authorizes the use of 20,000,000 shares of AEP common stock for various types of
stock-based compensation awards to employees.  A maximum of 10,000,000 shares may be used under this
plan for full value share awards, which includes performance units, restricted shares and restricted stock
units.  As of December 31, 2013, 15,973,699 shares remained available for issuance under the LTIP plan.  The
AEP Board of Directors and shareholders last approved the LTIP in 2010.  The following sections provide
further information regarding each type of stock-based compensation award granted by the Human Resources
Committee of the Board of Directors (HR Committee). 
 
Stock Options 
 
We did not grant stock options in 2013, 2012 or 2011 but we did have outstanding stock options from grants in
earlier periods that were exercised in these years.  As of December 31, 2013 we have no outstanding stock
options.  The exercise price of all outstanding stock options equaled or exceeded the market price of AEP’s 
common stock on the date of grant.  All outstanding stock options were granted with a ten-year term and 
generally vested, subject to the participant’s continued employment, in approximately equal 1/3 increments on
January 1 of the year following the first, second and third anniversary of the grant date.  We record
compensation cost for stock options over the vesting period based on the fair value on the grant date.  The LTIP 
does not specify a maximum contractual term for stock options. 
 

 

    Years Ended December 31,  

    2013   2012    2011   
  (dollars in millions)  

Effective Interest Rates on Securitization of     
  Accounts Receivable  0.23 % 0.26 %   0.27 % 
Net Uncollectible Accounts Receivable Written 
Off $ 35 $ 29  $  37 

    December 31, 
     2013      2012  
    (in millions) 
Accounts Receivable Retained Interest and Pledged as 
Collateral       
  Less Uncollectible Accounts  $ 929  $  835 
Total Principal Outstanding   700     657 
Delinquent Securitized Accounts Receivable    45   37 
Bad Debt Reserves Related to Securitization/Sale of Accounts 
Receivable    16   21 
Unbilled Receivables Related to Securitization/Sale of 
Accounts Receivable   331    316 
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The total intrinsic value of options exercised is as follows: 
 

 
 

  
Years Ended December 

31, 
Stock Options 2013   2012   2011  

  (in thousands) 
Intrinsic Value of Options Exercised (a) $ 3,105  $  1,699  $  1,202 
           
(a) Intrinsic value is calculated as market price at exercise dates less the option exercise price. 
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A summary of AEP stock option transactions during the years ended December 31, 2013, 2012 and 2011 is as
follows: 
 

 
We include the proceeds received from exercised stock options in common stock and paid-in capital. 
 
Performance Units 
 
Our performance units have a fair value upon vesting equal to the average closing market price of AEP
common stock for the last 20 trading days of the performance period.  The number of performance units held is
multiplied by the performance score to determine the actual number of performance units realized.  The
performance score can range from 0% to 200% and is determined at the end of the performance period based
on performance measures, which include both performance and market conditions, established for each grant at
the beginning of the performance period by the HR Committee.  Performance units are paid in cash, unless they
are needed to satisfy a participant’s stock ownership requirement.  In that case, the number of units needed to
satisfy the participant’s largest stock ownership requirement is mandatorily deferred as AEP Career Shares until
after the end of the participant’s AEP career.  AEP Career Shares are a form of non-qualified deferred 
compensation that has a value equivalent to shares of AEP common stock.  AEP Career Shares are paid in cash
after the participant’s termination of employment.  Amounts equivalent to cash dividends on both performance
units and AEP Career Shares accrue as additional units.  We record compensation cost for performance units
over the three-year vesting period.  The liability for both the performance units and AEP Career Shares,
recorded in Employee Benefits and Pension Obligations on the balance sheets, is adjusted for changes in
value.  The fair value of performance unit awards is based on the estimated performance score and the current
20-day average closing price of AEP common stock at the date of valuation. 
 
The HR Committee awarded performance units and reinvested dividends on outstanding performance units and
AEP Career Shares for the years ended December 31, 2013, 2012 and 2011 as follows: 
 

 

      2013  2012    2011  
          Weighted  Weighted      Weighted
          Average  Average       Average 
          Exercise  Exercise       Exercise 

      Options   Price Options Price   Options   Price 

      
(in 

thousands)       
(in 

thousands)     
(in 

thousands)      
Outstanding as of January 1,  188  $ 30.17 321 $ 29.35   551  $ 32.88 
    Granted  -    NA -  NA   -    NA 
    Exercised/Converted  (187)    30.18 (128)  28.21   (104)    27.39 
    Forfeited/Expired  (1)    27.95 (5)  27.26   (126)    46.40 
Outstanding as of December 
31,  -    NA 188  30.17   321    29.35 

             
Options Exercisable as of 
December 31,  -  $ NA 188 $ 30.17   321  $ 29.35 
                 
NA   Not applicable.            

  Years Ended December 31, 
Performance Units 2013    2012    2011  

Awarded Units (in thousands)   1,284     546    7 
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Weighted Average Unit Fair Value at Grant Date  $ 46.23  $  41.38  $ 38.39 
Vesting Period (in years)   3     3    3 
              

Performance Units and AEP Career Shares  Years Ended December 31, 
(Reinvested Dividends Portion) 2013    2012    2011  

Awarded Units (in thousands)   101     138    198 
Weighted Average Grant Date Fair Value  $ 45.42  $  40.97  $ 37.31 
Vesting Period (in years)   (a)    (a)    (a) 

(a) The vesting period for the reinvested dividends on performance units is equal to the remaining life of
the related performance units.  Dividends on AEP Career Shares vest immediately upon grant but are
not paid in cash until after the participant’s termination of employment. 
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Performance scores and final awards are determined and certified by the HR Committee in accordance with the
pre-established performance measures within approximately a month after the end of the performance
period.  The HR Committee has discretion to reduce or eliminate the number of performance units earned but
may not increase the number earned.  The performance scores for all open performance periods prior to those
granted in 2012 are dependent on two equally-weighted performance measures: (a) three-year total shareholder 
return measured relative to the electric utility and multi utility sub-industry segments of the Standard and 
Poor’s 500 Index and (b) three-year cumulative earnings per share measured relative to an AEP Board of
Directors approved target.  Starting with the performance units granted in 2012, the three-year total shareholder 
return peer group was changed to the S&P 500 Electric Utility Index. 
 
The certified performance scores and units earned for the three-year periods ended December 31, 2013, 2012 
and 2011 were as follows: 
 

 
The cash payouts for the years ended December 31, 2013, 2012 and 2011 were as follows: 
 

 
Restricted Shares and Restricted Stock Units 
 
In 2004, the independent members of the AEP Board of Directors granted restricted shares to the then
Chairman, President and CEO upon the commencement of his AEP employment.  The final 66,667 shares
vested on November 30, 2011.  Compensation cost for restricted shares is measured at fair value on the grant
date and recorded over the vesting period.  Fair value is determined by multiplying the number of shares
granted by the grant date market closing price, which was $30.76.  The maximum contractual term for these
restricted shares was eight years and dividends on these restricted shares were paid in cash.  AEP has not
granted other restricted shares. 
 
The HR Committee also grants restricted stock units (RSUs), which generally vest, subject to the participant’s 
continued employment, over at least three years in approximately equal annual increments.  Additional RSUs
granted as dividends vest on the same date as the underlying RSUs on which the dividends were
awarded.  Upon vesting, RSUs are converted into a share of AEP common stock, with the exception of
participants subject to the disclosure requirements set forth in Section 16 of the Securities Exchange Act of
1934, who are paid in cash.  For awards that are settled with shares, compensation cost is measured at fair value
on the grant date and recorded over the vesting period.  Fair value is determined by multiplying the number of
units granted by the grant date market closing price.  For awards that are paid in cash, compensation cost is 
recorded over the vesting period and adjusted for changes in value until vested.  The fair value at vesting is 

 

 Years Ended December 31, 
Performance Units 2013  2012    2011  

Certified Performance Score 118.8 % 99.7 %   89.8 %
Performance Units Earned 749,219 1,096,572    1,216,926 
Performance Units Mandatorily Deferred as AEP Career 
Shares 72,883 51,056    52,639 
Performance Units Voluntarily Deferred into the 
Incentive      
  Compensation Deferral Program 39,691 26,337    42,502 

Performance Units to be Paid in Cash 636,645 1,019,179    1,121,785 

   Years Ended December 31, 
Performance Units and AEP Career Shares 2013   2012    2011  
   (in thousands) 

Cash Payouts for Performance Units $ 43,925  $ 44,968   $  15,985 
Cash Payouts for AEP Career Share Distributions  3,675  11,027     2,777 
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determined by multiplying the number of units vested by the 20-day average closing price of AEP common 
stock.  The maximum contractual term of outstanding RSUs is six years from the grant date. 
 
In 2010, the HR Committee granted a total of 165,520 RSUs to four CEO succession candidates as a retention
incentive for these candidates.  These grants vest, subject to the candidates’ continuous employment, in three 
approximately equal installments on August 3, 2013, August 3, 2014 and August 3, 2015.  Of these RSUs,
55,172 vested on August 3, 2013 and 110,348 remain outstanding, excluding dividends. 
 
  

138

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1345 of 1829



The HR Committee awarded RSUs, including units awarded for dividends, for the years ended December 31,
2013, 2012 and 2011 as follows: 
 

 
The total fair value and total intrinsic value of restricted shares and restricted stock units vested during the years
ended December 31, 2013, 2012 and 2011 were as follows: 
 

 
A summary of the status of our nonvested RSUs as of December 31, 2013 and changes during the year ended
December 31, 2013 are as follows: 
 

 
The total aggregate intrinsic value of nonvested RSUs as of December 31, 2013 was $56 million and the
weighted average remaining contractual life was 2.09 years. 
 
Other Stock-Based Plans 
 
We also have a Stock Unit Accumulation Plan for Non-employee Directors providing each non-employee 
director with AEP stock units as a substantial portion of their quarterly compensation for their services as a
director.  The number of stock units provided is based on the closing price of AEP common stock on the last
trading day of the quarter for which the stock units were earned.  Amounts equivalent to cash dividends on the
stock units accrue as additional AEP stock units.  The stock units granted to Non-employee Directors are fully 
vested upon grant date.  Stock units are paid in cash upon termination of board service or up to 10 years later if
the participant so elects.  Cash payments for stock units are calculated based on the average closing price of
AEP common stock for the last 20 trading days prior to the distribution date. 
 
We record compensation cost for stock units when the units are awarded and adjust the liability for changes in
value based on the current 20-day average closing price of AEP common stock on the valuation date. 
 
We had no material cash payouts for stock unit distributions for the years ended December 31, 2013, 2012 and 

 

     Years Ended December 31, 
Restricted Stock Units 2013    2012    2011  

Awarded Units (in thousands)    644     497    121 
Weighted Average Grant Date Fair Value  $ 46.24  $  40.69  $ 37.07 

     Years Ended December 31, 
Restricted Shares and Restricted Stock Units 2013    2012    2011  

 (in thousands) 
Fair Value of Restricted Shares and Restricted Stock Units Vested  $ 15,325  $  10,608  $ 7,164 
Intrinsic Value of Restricted Shares and Restricted Stock Units Vested (a)   20,378     12,157    8,017 

           
(a) Intrinsic value is calculated as market price at exercise date. 

     Weighted 
       Average 

     Grant Date 
Nonvested Restricted Stock Units  Shares/Units   Fair Value 

  (in thousands)       
Nonvested as of January 1, 2013  1,000  $  38.22 
Granted  644     46.24 
Vested  (408)     37.57 
Forfeited  (31)     39.97 
Nonvested as of December 31, 2013  1,205     42.64 
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2011. 
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The Board of Directors awarded stock units, including units awarded for dividends, for the years ended
December 31, 2013, 2012 and 2011 as follows: 
 

 
Share-based Compensation Plans 
 
Compensation cost and the actual tax benefit realized for the tax deductions from compensation cost for share-
based payment arrangements recognized in income and total compensation cost capitalized in relation to the
cost of an asset for the years ended December 31, 2013, 2012 and 2011 were as follows: 
 

 

 
During the years ended December 31, 2013, 2012 and 2011, there were no significant modifications affecting
any of our share-based payment arrangements. 
 
As of December 31, 2013, there was $105 million of total unrecognized compensation cost related to unvested
share-based compensation arrangements granted under the LTIP.  Unrecognized compensation cost related to
the performance units and AEP Career Shares will change as the fair value is adjusted each period and
forfeitures for all award types are realized.  Our unrecognized compensation cost will be recognized over a
weighted-average period of 1.66 years. 
 
Cash received from stock options exercised and actual tax benefit realized for the tax deductions from stock
options exercised during the years ended December 31, 2013, 2012 and 2011 were as follows: 
 

 
Our practice is to use authorized but unissued shares to fulfill share commitments for stock option exercises and
RSU vesting.  Although we do not currently anticipate any changes to this practice, we are permitted to use
treasury shares, shares acquired in the open market specifically for distribution under the LTIP or any
combination thereof for this purpose.  The number of new shares issued to fulfill vesting RSUs is generally
reduced to offset our tax withholding obligation. 
 
 

 

     Years Ended December 31, 
Stock Unit Accumulation Plan for Non-Employee Directors 2013    2012    2011  

Awarded Units (in thousands)   33      52     52 
Weighted Average Grant Date Fair Value  $ 45.81  $  41.20  $ 37.72 

    Years Ended December 31, 
Share-based Compensation Plans 2013    2012    2011  

 (in thousands) 
Compensation Cost for Share-based Payment Arrangements (a)  $ 56,352  $  51,767  $  61,807  
Actual Tax Benefit Realized   19,723     18,119     12,632  
Total Compensation Cost Capitalized   13,165     10,707     11,608  

(a) Compensation cost for share-based payment arrangements is included in Other Operation and
Maintenance expenses on the statements of income. 

  Years Ended December 31, 
Share-based Compensation Plans 2013    2012    2011  

 (in thousands) 
Cash Received from Stock Options Exercised  $ 5,659  $  3,598  $ 2,855 
Actual Tax Benefit Realized for the Tax Deductions from Stock Options           
  Exercised   1,040     618    411 
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16.  VARIABLE INTEREST ENTITIES 
 
The accounting guidance for “Variable Interest Entities” is a consolidation model that considers if a company
has a controlling financial interest in a VIE.  A controlling financial interest will have both (a) the power to
direct the activities of a VIE that most significantly impact the VIE’s economic performance and (b) the 
obligation to absorb losses of the VIE that could potentially be significant to the VIE or the right to receive
benefits from the VIE that could potentially be significant to the VIE.  Entities are required to consolidate a
VIE when it is determined that they have a controlling financial interest in a VIE and therefore, are the primary
beneficiary of that VIE, as defined by the accounting guidance for “Variable Interest Entities.”  In determining 
whether we are the primary beneficiary of a VIE, we consider factors such as equity at risk, the amount of the
VIE’s variability we absorb, guarantees of indebtedness, voting rights including kick-out rights, the power to 
direct the VIE, variable interests held by related parties and other factors.  We believe that significant
assumptions and judgments were applied consistently. 
 
We are the primary beneficiary of Sabine, DCC Fuel, AEP Credit, Transition Funding, Ohio Phase-in-Recovery 
Funding, Appalachian Consumer Rate Relief Funding and a protected cell of EIS.  In addition, we have not
provided material financial or other support to Sabine, DCC Fuel, AEP Credit, Transition Funding, Ohio Phase-
in-Recovery Funding, Appalachian Consumer Rate Relief Funding and our protected cell of EIS that was not
previously contractually required.  We hold a significant variable interest in DHLC and Potomac-Appalachian 
Transmission Highline, LLC West Virginia Series (West Virginia Series). 
 
Sabine is a mining operator providing mining services to SWEPCo.  SWEPCo has no equity investment in
Sabine but is Sabine’s only customer.  SWEPCo guarantees the debt obligations and lease obligations of
Sabine.  Under the terms of the note agreements, substantially all assets are pledged and all rights under the
lignite mining agreement are assigned to SWEPCo.  The creditors of Sabine have no recourse to any AEP
entity other than SWEPCo.  Under the provisions of the mining agreement, SWEPCo is required to pay, as a
part of the cost of lignite delivered, an amount equal to mining costs plus a management fee.  In addition,
SWEPCo determines how much coal will be mined each year.  Based on these facts, management concluded
that SWEPCo is the primary beneficiary and is required to consolidate Sabine.  SWEPCo’s total billings from 
Sabine for the years ended December 31, 2013, 2012 and 2011 were $155 million, $147 million and $128
million, respectively.  See the tables below for the classification of Sabine’s assets and liabilities on the balance 
sheets. 
 
I&M has nuclear fuel lease agreements with DCC Fuel II LLC, DCC Fuel IV LLC, DCC Fuel V LLC and DCC
Fuel VI LLC (collectively DCC Fuel).  DCC Fuel was formed for the purpose of acquiring, owning and leasing
nuclear fuel to I&M.  DCC Fuel purchased the nuclear fuel from I&M with funds received from the issuance of
notes to financial institutions.  Each entity is a single-lessee leasing arrangement with only one asset and is
capitalized with all debt.  Each is a separate legal entity from I&M, the assets of which are not available to
satisfy the debts of I&M.  Payments on the leases for the years ended December 31, 2013, 2012 and 2011 were
$153 million, $127 million and $85 million, respectively.  The leases were recorded as capital leases on I&M’s 
balance sheet as title to the nuclear fuel transfers to I&M at the end of the respective lease terms, which do not
exceed 54 months.  Based on our control of DCC Fuel, management concluded that I&M is the primary
beneficiary and is required to consolidate DCC Fuel.  The capital leases are eliminated upon consolidation.  In
October 2013, the lease agreements ended for DCC Fuel LLC and DCC Fuel III LLC.  See the tables below for
the classification of DCC Fuel’s assets and liabilities on the balance sheets. 
 
AEP Credit is a wholly-owned subsidiary of AEP.  AEP Credit purchases, without recourse, accounts
receivable from certain utility subsidiaries of AEP to reduce working capital requirements.  AEP provides a
minimum of 5% equity and up to 20% of AEP Credit’s short-term borrowing needs in excess of third party 
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financings.  Any third party financing of AEP Credit only has recourse to the receivables securitized for such
financing.  Based on our control of AEP Credit, management concluded that we are the primary beneficiary and
are required to consolidate AEP Credit.  See the tables below for the classification of AEP Credit’s assets and 
liabilities on the balance sheets.  See “Securitized Accounts Receivables – AEP Credit” section of Note 14. 
 
Transition Funding was formed for the sole purpose of issuing and servicing securitization bonds related to
Texas Restructuring Legislation.  Management has concluded that TCC is the primary beneficiary of Transition
Funding because TCC has the power to direct the most significant activities of the VIE and TCC’s equity 
interest could potentially be significant.  Therefore, TCC is required to consolidate Transition Funding.  The
securitized bonds totaled $2 billion and $2.3 billion as of December 31, 2013 and 2012,
respectively.  Transition Funding has  
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securitized transition assets of $1.9 billion and $2.1 billion as of December 31, 2013 and 2012,
respectively.  The securitized transition assets represent the right to impose and collect Texas true-up costs 
from customers receiving electric transmission or distribution service from TCC under recovery mechanisms
approved by the PUCT.  The securitization bonds are payable only from and secured by the securitized
transition assets.  The bondholders have no recourse to TCC or any other AEP entity.  TCC acts as the servicer
for Transition Funding’s securitized transition assets and remits all related amounts collected from customers to
Transition Funding for interest and principal payments on the securitization bonds and related costs.  See the
tables below for the classification of Transition Funding’s assets and liabilities on the balance sheets. 
 
Ohio Phase-in-Recovery Funding was formed for the sole purpose of issuing and servicing securitization bonds
related to phase-in recovery property.  Management has concluded that OPCo is the primary beneficiary of
Ohio Phase-in-Recovery Funding because OPCo has the power to direct the most significant activities of the
VIE and OPCo's equity interest could potentially be significant.  Therefore, OPCo is required to consolidate
Ohio Phase-in-Recovery Funding.  The securitized bonds totaled $267 million as of December 31, 2013.  Ohio
Phase-in-Recovery Funding has securitized assets of $132 million as of December 31, 2013.  The phase-in 
recovery property represents the right to impose and collect Ohio deferred distribution charges from customers
receiving electric transmission and distribution service from OPCo under a recovery mechanism approved by
the PUCO.  In August 2013, securitization bonds were issued.  The securitization bonds are payable only from
and secured by the securitized assets.  The bondholders have no recourse to OPCo or any other AEP
entity.  OPCo acts as the servicer for Ohio Phase-in-Recovery Funding's securitized assets and remits all related
amounts collected from customers to Ohio Phase-in-Recovery Funding for interest and principal payments on
the securitization bonds and related costs.  See the table below for the classification of Ohio Phase-in-Recovery 
Funding's assets and liabilities on the balance sheet. 
 
Appalachian Consumer Rate Relief Funding was formed for the sole purpose of issuing and servicing
securitization bonds related to APCo's under-recovered ENEC deferral balance.  Management has concluded
that APCo is the primary beneficiary of Appalachian Consumer Rate Relief Funding because APCo has the
power to direct the most significant activities of the VIE and APCo's equity interest could potentially be
significant.  Therefore, APCo is required to consolidate Appalachian Consumer Rate Relief Funding.  The
securitized bonds totaled $380 million as of December 31, 2013.   Appalachian Consumer Rate Relief Funding
has securitized assets of $369 million as of December 31, 2013.  The phase-in recovery property represents the 
right to impose and collect West Virginia deferred generation charges from customers receiving electric
transmission, distribution and generation service from APCo under a recovery mechanism approved by the
WVPSC.  In November 2013, securitization bonds were issued.  The securitization bonds are payable only
from and secured by the securitized assets.  The bondholders have no recourse to APCo or any other AEP
entity.  APCo acts as the servicer for Appalachian Consumer Rate Relief Funding's securitized assets and
remits all related amounts collected from customers to Appalachian Consumer Rate Relief Funding for interest
and principal payments on the securitization bonds and related costs.  See the table below for the classification
of Appalachian Consumer Rate Relief Funding's assets and liabilities on the balance sheet. 
 
The securitized bonds of Transition Funding, Ohio Phase-in-Recovery Funding and Appalachian Consumer 
Rate Relief Funding are included in current and long-term debt on the balance sheets.  The securitized assets of
Transition Funding, Ohio Phase-in-Recovery Funding and Appalachian Consumer Rate Relief Funding are
included in securitized assets on the balance sheets. 
 
Our subsidiaries participate in one protected cell of EIS for approximately ten lines of insurance.  EIS has
multiple protected cells.  Neither AEP nor its subsidiaries have an equity investment in EIS.  The AEP System
is essentially this EIS cell’s only participant, but allows certain third parties access to this insurance.  Our
subsidiaries and any allowed third parties share in the insurance coverage, premiums and risk of loss from
claims.  Based on our control and the structure of the protected cell and EIS, management concluded that we 
are the primary beneficiary of the protected cell and are required to consolidate EIS.  Our insurance premium 
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expense to the protected cell for the years ended December 31, 2013, 2012 and 2011 were $31 million, $32
million and $48 million, respectively.  See the tables below for the classification of the protected cell’s assets 
and liabilities on the balance sheets.  The amount reported as equity is the protected cell’s policy holders’
surplus. 
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The balances below represent the assets and liabilities of the VIEs that are consolidated.  These balances
include intercompany transactions that are eliminated upon consolidation. 
 

  
(a)  Includes an intercompany item eliminated in consolidation of $82 million. 
(b)  Includes an intercompany item eliminated in consolidation of $116 million. 
(c)  Includes an intercompany item eliminated in consolidation of $4 million. 
 

 

AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
VARIABLE INTEREST ENTITIES 

December 31, 2013 
(in millions) 

                           
                   APCo     
                 OPCo  Appalachian     
                    Ohio  Consumer      
                 TCC  Phase-in-  Rate   Protected

   SWEPCo

 

I&M 

 

AEP Transition  Recovery  Relief   Cell 

   Sabine 
DCC 
Fuel Credit Funding  Funding  Funding   of EIS 

ASSETS                           
Current Assets  $ 67  $  118  $ 935 $ 232 $ 23  $  6  $ 143 
Net Property, Plant and 
Equipment    157     157    -  - -    -    -
Other Noncurrent Assets    51     60    1  1,918 (a) 252 (b)   378 (c)   3 

Total Assets  $ 275  $  335  $ 936 $ 2,150 $ 275  $  384  $ 146 
                    

LIABILITIES AND 
EQUITY                   

Current Liabilities  $ 33  $  108  $ 827 $ 312 $ 37  $  14  $ 39 
Noncurrent Liabilities    242     227    1  1,820  237     368    66 
Equity    -     -    108  18  1     2    41 
Total Liabilities and 
Equity  $ 275  $  335  $ 936 $ 2,150 $ 275  $  384  $ 146 

AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIARY COMPANIES 
VARIABLE INTEREST ENTITIES 

December 31, 2012 
(in millions) 

                      
             TCC    

  SWEPCo 

  
I&M 

 

 

 

Transition   
Protected 

Cell 
  Sabine DCC Fuel AEP Credit Funding   of EIS 

ASSETS                   
Current Assets $  57   $ 133  $ 843  $  250  $ 130 
Net Property, Plant and Equipment   170    176   -    -    -
Other Noncurrent Assets   55    92   1    2,167 (a)   4 
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(a)  Includes an intercompany item eliminated in consolidation of $89 million. 
 
DHLC is a mining operator that sells 50% of the lignite produced to SWEPCo and 50% to CLECO.  SWEPCo
and CLECO share the executive board seats and voting rights equally.  Each entity guarantees 50% of DHLC’s 
debt.  SWEPCo and CLECO equally approve DHLC’s annual budget.  The creditors of DHLC have no
recourse to any AEP entity other than SWEPCo.  As SWEPCo is the sole equity owner of DHLC, it receives
100% of the management fee.  SWEPCo’s total billings from DHLC for the years ended December 31, 2013,
2012 and 2011 were $60 million, $77 million and $62 million, respectively.  We are not required to consolidate
DHLC as we are not the primary beneficiary, although we hold a significant variable interest in DHLC.  Our
equity investment in DHLC is included in Deferred Charges and Other Noncurrent Assets on the balance
sheets. 
 
 

Total Assets $  282   $ 401  $ 844  $  2,417  $ 134 
               

LIABILITIES AND EQUITY              
Current Liabilities $  32   $ 121  $ 800  $  304  $ 43 
Noncurrent Liabilities   250    280   1    2,095    66 
Equity   -    -   43    18    25 

Total Liabilities and Equity $  282   $ 401  $ 844  $  2,417  $ 134 
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Our investment in DHLC was: 
 

 
We and FirstEnergy Corp. (FirstEnergy) have a joint venture in Potomac-Appalachian Transmission Highline, 
LLC (PATH).  PATH is a series limited liability company and was created to construct, through its operating
companies, a high-voltage transmission line project in the PJM region.  PATH consists of the “West Virginia 
Series (PATH-WV),” owned equally by subsidiaries of FirstEnergy and AEP, and the “Allegheny Series”
which is 100% owned by a subsidiary of FirstEnergy.  Provisions exist within the PATH-WV agreement that 
make it a VIE.  The “Allegheny Series” is not considered a VIE.  We are not required to consolidate PATH-
WV as we are not the primary beneficiary, although we hold a significant variable interest in PATH-WV.  Our 
equity investment in PATH-WV is included in Deferred Charges and Other Noncurrent Assets on the balance
sheets.  We and FirstEnergy share the returns and losses equally in PATH-WV.  Our subsidiaries and
FirstEnergy’s subsidiaries provide services to the PATH companies through service agreements.  The entities
recover costs through regulated rates. 
 
In August 2012, the PJM board cancelled the PATH Project, our transmission joint venture with FirstEnergy,
and removed it from the 2012 Regional Transmission Expansion Plan.  In September 2012, the PATH Project
companies submitted an application to the FERC requesting authority to recover prudently-incurred costs 
associated with the PATH Project.  In November 2012, the FERC issued an order accepting the PATH
Project’s abandonment cost recovery application, subject to settlement procedures and hearing.  The settlement
proceedings are ongoing. 
 
Our investment in PATH-WV was: 
 

 
As of December 31, 2013, our $25 million investment in PATH-WV is included in Deferred Charges and Other 
Noncurrent Assets on the balance sheet.  If we cannot ultimately recover our investment related to PATH-WV, 
it could reduce future net income and cash flows. 
 
 

 

  December 31, 
  2013   2012  
  As Reported on  Maximum  As Reported on   Maximum 

  the Balance Sheet  Exposure  the Balance Sheet   Exposure 

  (in millions) 
Capital Contribution from SWEPCo $ 8  $ 8  $  8   $ 8 
Retained Earnings  1   1    1     1 
SWEPCo's Guarantee of Debt  -   61    -     49 
            
Total Investment in DHLC $ 9  $ 70  $  9   $ 58 

  December 31, 
  2013   2012  
  As Reported on  Maximum  As Reported on   Maximum 

  the Balance Sheet  Exposure  the Balance Sheet   Exposure 

      (in millions)     
Capital Contribution from AEP $ 19  $ 19  $  19   $ 19 
Retained Earnings   6   6    12     12 
             
Total Investment in PATH-WV $ 25  $ 25  $  31   $ 31 
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17.  PROPERTY, PLANT AND EQUIPMENT 
 
Depreciation, Depletion and Amortization 
 
We provide for depreciation of Property, Plant and Equipment, excluding coal-mining properties, on a straight-
line basis over the estimated useful lives of property, generally using composite rates by functional class.  The
following tables provide the annual property information: 
 

 

 

 

2013   Regulated Nonregulated 

         Annual       Annual 
Functional  Property,     Composite   Property,    Composite 

Class of  Plant and  Accumulated  Depreciation Depreciable Plant and Accumulated Depreciation
Property  Equipment Depreciation   Rate Ranges Life Ranges Equipment Depreciation  Rate Ranges

   (in millions)          (in years) (in millions)        

Generation  $  17,873  $ 7,168    1.7  -  3.7 % 31 
-

132  $ 7,201 $  2,969     2.6 - 3.3 % 

Transmission    10,854    2,805    1.1  -  2.7 % 25 
-

87   39   16     2.5 %  

Distribution     16,377    3,988    2.3  -  3.8 % 11 
-

75   -   -    NA   
CWIP     2,326    (121)  NM  NM  145   1    NM   

Other     4,116    1,931    2.0  -  7.9 % 5 
-

75   1,354   531    NM   

Total  $  51,546  $ 15,771            $ 8,739 $  3,517        

2012   Regulated Nonregulated 

         Annual       Annual 
Functional  Property,     Composite   Property,    Composite 

Class of  Plant and  Accumulated  Depreciation Depreciable Plant and Accumulated Depreciation
Property  Equipment Depreciation   Rate Ranges Life Ranges Equipment Depreciation  Rate Ranges

   (in millions)          (in years) (in millions)        

Generation  $  16,973  $ 6,962    1.7  -   3.8 % 31 
-

132  $ 9,306 $  3,526     2.6 
-

3.3 % 

Transmission    9,846    2,720    1.2  -   2.8 % 25 
-

87   -   -    NA   

Distribution     15,565    3,837    2.4  -   3.9 % 11 
-

75   -   -    NA   
CWIP     1,600    (27)  NM   NM  219   1    NM   

Other     2,644    1,238    1.8  -   9.6 % 5 
-

75   1,301   434    NM   

Total  $  46,628  $ 14,730            $ 10,826 $  3,961        

2011   Regulated  Nonregulated 

      Annual     Annual        
      Composite     Composite        
      Depreciation Depreciable  Depreciation   Depreciable

Functional Class of Property  Rate Ranges  Life Ranges  Rate Ranges   Life Ranges
              (in years)          (in years) 
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We provide for depreciation, depletion and amortization of coal-mining assets over each asset's estimated 
useful life or the estimated life of each mine, whichever is shorter, using the straight-line method for mining 
structures and equipment.  We use either the straight-line method or the units-of-production method to amortize 
mine development costs and deplete coal rights based on estimated recoverable tonnages.  We include these
costs in the cost of coal charged to fuel expense. 
  

Generation     1.6 - 3.8 %  9 - 132   2.6 -  3.5 %    20 -
  
 66  

Transmission     1.3 - 2.7 %  25 - 87   NA      NA  
Distribution     2.4 - 4.0 %  11 - 75   NA      NA  
CWIP    NM   NM  NM     NM 
Other     1.7 - 9.3 %  5 - 55   NM     NM 
                                
NA  Not applicable.                             
NM Not meaningful. 
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For regulated operations, the composite depreciation rate generally includes a component for non-asset 
retirement obligation (non-ARO) removal costs, which is credited to Accumulated Depreciation and
Amortization.  Actual removal costs incurred are charged to Accumulated Depreciation and Amortization.  Any
excess of accrued non-ARO removal costs over actual removal costs incurred is reclassified from Accumulated
Depreciation and Amortization and reflected as a regulatory liability.  For nonregulated operations, non-ARO 
removal costs are expensed as incurred. 
 
Asset Retirement Obligations (ARO) 
 
We record ARO in accordance with the accounting guidance for “Asset Retirement and Environmental 
Obligations” for our legal obligations for asbestos removal and for the retirement of certain ash disposal
facilities, closure and monitoring of underground carbon storage facilities at Mountaineer Plant, wind farms and
certain coal mining facilities, as well as for nuclear decommissioning of our Cook Plant.  We have identified,
but not recognized, ARO liabilities related to electric transmission and distribution assets as a result of certain
easements on property on which we have assets.  Generally, such easements are perpetual and require only the
retirement and removal of our assets upon the cessation of the property’s use.  We do not estimate the 
retirement for such easements because we plan to use our facilities indefinitely.  The retirement obligation
would only be recognized if and when we abandon or cease the use of specific easements, which is not
expected. 
 
The following is a reconciliation of the 2013 and 2012 aggregate carrying amounts of ARO: 
 

 

 
As of December 31, 2013 and 2012, our ARO liability included $1.2 billion and $1.2 billion, respectively, for
nuclear decommissioning of the Cook Plant.  As of December 31, 2013 and 2012, the fair value of assets that
are legally restricted for purposes of settling the nuclear decommissioning liabilities totaled $1.6 billion and
$1.4 billion, respectively, and are recorded in Spent Nuclear Fuel and Decommissioning Trusts on the balance
sheets. 
 
Allowance for Funds Used During Construction (AFUDC) and Interest Capitalization 
 

 

      Carrying   
      Amount   
      of ARO   
      (in millions)   
ARO as of December 31, 2011 
(a)   $  1,474  
Accretion Expense      85  
Liabilities Incurred      17  
Liabilities Settled      (24)  
Revisions in Cash Flow Estimates      144  
ARO as of December 31, 2012      1,696  
Accretion Expense      103  
Liabilities Incurred      4  
Liabilities Settled      (22)  
Revisions in Cash Flow Estimates      54  
ARO as of December 31, 2013   $  1,835  

(a) A current portion of ARO, totaling $2 million, is included in Other Current Liabilities
on our 2011 balance sheet. 
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Our amounts of allowance for borrowed, including interest capitalized, and equity funds used during
construction is summarized in the following table: 
 

 
 

  Years Ended December 31,  

  2013  2012    2011   
 (in millions)  

Allowance for Equity Funds Used During Construction $ 73 $  93   $  98 
Allowance for Borrowed Funds Used During Construction  40   69      63 
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Jointly-owned Electric Facilities 
 
We have electric facilities that are jointly-owned with nonaffiliated companies.  Using our own financing, we
are obligated to pay a share of the costs of these jointly-owned facilities in the same proportion as our 
ownership interest.  Our proportionate share of the operating costs associated with such facilities is included on
the statements of income and the investments and accumulated depreciation are reflected on the balance sheets
under Property, Plant and Equipment as follows: 
 

 

  

 

      

Company’s Share as of December 31, 
2013 

       Construction

  

 
  Fuel Percent of Utility Plant Work in Accumulated
  Type Ownership in Service Progress Depreciation
      (in millions) 
W.C. Beckjord Generating Station, Unit 6 (a) Coal 12.5 % $ - $  -   $ -
Conesville Generating Station, Unit 4 (b) Coal 43.5 %  335   2     55 
J.M. Stuart Generating Station (c) Coal 26.0 %  544   11     190 
Wm. H. Zimmer Generating Station (a) Coal 25.4 %  809   2     399 
Dolet Hills Generating Station, Unit 1 (d) Lignite 40.2 %  262   47     198 
Flint Creek Generating Station, Unit 1 (e) Coal 50.0 %  123   54     66 
Pirkey Generating Station, Unit 1 (e) Lignite 85.9 %  519   29     376 
Oklaunion Generating Station, Unit 1 (f) Coal 70.3 %  404   7     223 
Turk Generating Plant (e) Coal 73.33 %  1,638   13     35 
Transmission NA (g)   78   -     50 

Total    $ 4,712 $  165   $ 1,592 

      

Company’s Share as of December 31, 
2012 

       Construction

  

 
  Fuel Percent of Utility Plant Work in Accumulated
  Type Ownership in Service Progress Depreciation
      (in millions) 
W.C. Beckjord Generating Station, Unit 6 (a) Coal 12.5 % $ - $  -   $ -
Conesville Generating Station, Unit 4 (b) Coal 43.5 %  310   26     59 
J.M. Stuart Generating Station (c) Coal 26.0 %  542   11     181 
Wm. H. Zimmer Generating Station (a) Coal 25.4 %  807   2     387 
Dolet Hills Generating Station, Unit 1 (d) Lignite 40.2 %  263   8     195 
Flint Creek Generating Station, Unit 1 (e) Coal 50.0 %  121   14     64 
Pirkey Generating Station, Unit 1 (e) Lignite 85.9 %  514   16     371 
Oklaunion Generating Station, Unit 1 (f) Coal 70.3 %  403   4     216 
Turk Generating Plant (e) Coal 73.33 %  1,613   (3)    -
Transmission NA (g)   69   4     50 

Total    $ 4,642 $  82   $ 1,523 

(a) Operated by Duke Energy Corporation, a nonaffiliated company.  AEP's portion of Beckjord Plant, Unit 6 
was impaired in the fourth quarter of 2012.  See "Impairments" section of Note 7.

(b) Operated by AGR.
(c) Operated by The Dayton Power & Light Company, a nonaffiliated company.

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1362 of 1829



  
  

(d) Operated by CLECO, a nonaffiliated company.
(e) Operated by SWEPCo.
(f) Operated by PSO and also jointly-owned (54.7%) by TNC.
(g) Varying percentages of ownership.
NANot applicable.
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18.  SUSTAINABLE COST REDUCTIONS 
 
In April 2012, we initiated a process to identify strategic repositioning opportunities and efficiencies that will
result in sustainable cost savings.  We selected a consulting firm to facilitate an organizational and process
evaluation and a second firm to evaluate our current employee benefit programs.  The process resulted in
involuntary severances and was completed by the end of the first quarter of 2013.  The severance program
provides two weeks of base pay for every year of service along with other severance benefits. 
 
We recorded a charge of $47 million to Other Operation expense in 2012 primarily related to severance
benefits as a result of the sustainable cost reductions initiative.  In addition, the sustainable cost reduction
activity for the year ended December 31, 2013 is described in the following table: 
 

 
These expenses, net of adjustments, relate primarily to severance benefits and are included primarily in Other
Operation expense on the statements of income.  Of the current period expense, approximately 43% was within
the Generation & Marketing segment, 36% was within the Transmission and Distribution Utilities segment and
18% was within the Vertically Integrated Utilities segment.   Of the total cumulative expense, approximately
51% was within the Vertically Integrated Utilities segment, 27% was within the Transmission and Distribution
Utilities segment and 19% was within the Generation & Marketing segment.  The remaining liability is
included in Other Current Liabilities on the balance sheets.  We do not expect additional costs to be incurred
related to this initiative. 
 
 

 

   Sustainable Cost 
   Reduction Activity 

   (in millions) 
Balance as of December 31, 2012  $  25 
Incurred    16 
Settled    (31)
Adjustments    (9)

Balance as of December 31, 2013  $  1 
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19.  UNAUDITED QUARTERLY FINANCIAL INFORMATION 
 
In our opinion, the unaudited quarterly information reflects all normal and recurring accruals and adjustments
necessary for a fair presentation of our results of operations for interim periods.  Quarterly results are not
necessarily indicative of a full year’s operations because of various factors.  Our unaudited quarterly financial
information is as follows: 
 

 

 

        2013 Quarterly Periods Ended 

        March 31  June 30  

September 
30   

December 
31  

        (in millions - except per share amounts)  
Total Revenues $  3,826  $ 3,582  $ 4,176   $  3,773  

Operating Income   755   547 (a)   875 (c)    678 
(d)
(e) 

Net Income   364   339 
(a)
(b)   434 (c)    347 

(d)
(e) 

              
Amounts Attributable to AEP Common 
Shareholders:             

    Net Income   363   338 
(a)
(b)   433 (c)    346 

(d)
(e) 

              
Basic Earnings per Share Attributable to 
AEP             
  Common Shareholders:             
    Earnings per Share (f)    0.75   0.69    0.89      0.71  

              
Diluted Earnings per Share Attributable to 
AEP             
  Common Shareholders:             
    Earnings per Share (f)    0.75   0.69    0.89      0.71  

        2012 Quarterly Periods Ended 

        March 31  June 30  

September 
30   

December 
31  

        (in millions - except per share amounts)  
Total Revenues $  3,625  $ 3,551  $ 4,156   $  3,613  

Operating Income   754   741    912      249 
(g)
(h) 

Net Income   390   363    488     21 
(g)
(h) 

              
Amounts Attributable to AEP Common 
Shareholders:             

    Net Income   389   362    487     21 
(g)
(h) 

              
Basic Earnings per Share Attributable to 
AEP             
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  Common Shareholders:             
    Earnings per Share (f)    0.80   0.75    1.00      0.05  

              
Diluted Earnings per Share Attributable to 
AEP             
  Common Shareholders:             
    Earnings per Share (f)    0.80   0.75    1.00      0.05  

(a) Includes an impairment for Muskingum River Plant, Unit 5 (see Note 7). 
(b) Includes U.K. Windfall Tax benefit (see Note 12). 
(c) Includes regulatory disallowances for the Turk Plant (see Note 4) and for Big Sandy Plant, Unit 2 (see

Note 7). 
(d) Includes a regulatory disallowance for Amos Plant, Unit 3 (see Note 7). 
(e) Includes the reversal of regulatory disallowance for the Turk Plant (see Note 4). 
(f) Quarterly Earnings per Share amounts are intended to be stand-alone calculations and are not always 

additive to full-year amount due to rounding. 
(g) Includes impairments for certain Ohio generation plants (see Note 7). 
(h) See Note 18 for discussion of cost reduction programs in 2012. 
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20.  GOODWILL AND OTHER INTANGIBLE ASSETS 
 
Goodwill 
 
The changes in our carrying amount of goodwill for the years ended December 31, 2013 and 2012 by operating
segment are as follows: 
 

 
In the fourth quarters of 2013 and 2012, we performed our annual impairment tests.  The fair values of the
operations with goodwill were estimated using cash flow projections and other market value indicators.  There
were no goodwill impairment losses.  We do not have any accumulated impairment on existing goodwill. 
 
During 2012, the increase in goodwill of $15 million was due to the acquisition of BlueStar. 
 
Other Intangible Assets 
 
Acquired intangible assets subject to amortization were $10 million as of December 31, 2013, net of
accumulated amortization and are included in Deferred Charges and Other Noncurrent Assets on the balance
sheets.  During 2012, as a result of the acquisition of BlueStar, we acquired intangible assets associated with
sales contracts and customer accounts of $58 million.  The amortization life, gross carrying amount and
accumulated amortization by major asset class are as follows: 
 

 
Amortization of intangible assets was $14 million, $34 million and $1 million for the years ended December
31, 2013, 2012 and 2011, respectively.  Our estimated total amortization is $6 million, $3 million and $1
million for 2014, 2015 and 2016, respectively. 
 
 

 

  Vertically   Generation     
  Integrated  AEP River and   AEP 

  Utilities  Operations Marketing   Consolidated 

  (in millions) 
Balance as of December 31, 2011 $ 37  $ 39  $  -   $ 76 
Acquired Goodwill   -   -    15     15 
Impairment Losses   -   -    -     -
Balance as of December 31, 2012   37   39    15     91 
Impairment Losses   -   -    -     -

Balance as of December 31, 2013 $ 37  $ 39  $  15   $ 91 

     December 31, 
     2013   2012  
     Gross    Gross     
  Amortization   Carrying Accumulated  Carrying   Accumulated 

  Life   Amount Amortization  Amount   Amortization 

  (in years)   (in millions) 
Acquired Customer Contracts 5    $ 58  $ 48  $  58   $ 34 
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CORPORATE AND SHAREHOLDER INFORMATION 
 
Corporate Headquarters 
1 Riverside Plaza 
Columbus, OH 43215-2373 
614-716-1000 
AEP is incorporated in the State of New York. 
 
Stock Exchange Listing – The Company’s common stock is traded principally on the New York Stock
Exchange under the ticker symbol AEP. 
 
Internet Home Page – Information about AEP, including financial documents, Securities and Exchange
Commission (SEC) filings, news releases, investor presentations, shareholder information and customer service
information, is available on the Company’s home page on the Internet at www.AEP.com/investors. 
 
Inquiries Regarding Your Stock Holdings – Registered shareholders (shares that you own, in your name)
should contact the Company’s transfer agent, listed below, if you have questions about your account, address
changes, stock transfer, lost certificates, direct deposits, dividend checks and other administrative matters. You
should have your Social Security number or account number ready; the transfer agent will not speak to third
parties about an account without the shareholder’s approval or appropriate documents. 
 
Transfer Agent & Registrar 
Computershare Trust Company, N.A. 
P.O. Box 43078 
Providence, RI 02940-3078 
For overnight deliveries: 
Computershare Trust Company, N.A. 
250 Royall Street 
Canton, MA 02021-1011 
Telephone Response Group:1-800-328-6955 
Internet address: www.computershare.com/investor 
Hearing Impaired #: TDD: 1-800-952-9245 
 
Beneficial Holders – (Stock held in a bank or brokerage account) – When you purchase stock and it is held for 
you by your broker, it is listed with the Company in the broker’s name, and this is sometimes referred to as 
“street name” or a “beneficial owner.” AEP does not know the identity of individual shareholders who hold
their shares in this manner; we simply know that a broker holds a certain number of shares which may be for
any number of customers. If you hold your stock in street name, you receive all dividend payments, annual
reports and proxy materials through your broker. Therefore, questions about your account should be directed to
your broker. 
 
Dividend Reinvestment and Direct Stock Purchase Plan – A Dividend Reinvestment and Direct Stock 
Purchase Plan is available to all investors. It is an economical and convenient method of purchasing shares of
AEP common stock, through initial cash investments, cash dividends and/or additional optional cash purchases.
You may obtain the Plan prospectus and enrollment authorization form by contacting the transfer agent or by
visiting www.AEP.com/investors/buyandmanagestock. 
 
Financial Community Inquiries – Institutional investors or securities analysts who have questions about the
Company should direct inquiries to Bette Jo Rozsa, 614-716-2840, bjrozsa@AEP.com; or Julie Sherwood, 614-
716-2663, jasherwood@AEP.com. Individual shareholders should contact Kathleen Kozero, 614-716-2819, 
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klkozero@AEP.com. 
 
Number of Shareholders – As of February 24, 2014, there were approximately 77,500 registered shareholders
and approximately 446,000 shareholders holding stock in street name through a bank or broker. There were
487,820,462 shares outstanding as of February 24, 2014. 
 
Form 10-K – Upon request, we will provide without charge a copy of our Form 10-K for the fiscal year ended
December 31, 2013. A copy can be obtained via mail with a written request to AEP Investor Relations, by
telephone at 1-800-237-2667 or electronically at klkozero@AEP.com. 
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Executive Leadership Team 
 

 
 

 

Name   Age   Office 

Nicholas K. Akins   53   Chairman of the Board, President and Chief Executive Officer 
Lisa M. Barton   48   Executive Vice President – Transmission 
David M. Feinberg   44   Executive Vice President, General Counsel and Secretary 
Lana L. Hillebrand   53   Senior Vice President and Chief Administrative Officer 
Mark C. McCullough   54   Executive Vice President – Generation 
Robert P. Powers   59   Executive Vice President and Chief Operating Officer 
Brian X. Tierney   46   Executive Vice President and Chief Financial Officer 
Dennis E. Welch   62   Executive Vice President and Chief External Officer 
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(r) 

 
 
Filing Requirement: 

 
The monthly managerial reports providing financial results of operations for the twelve  
months in the test period; 
 

 
Response: 
 
Please see the Company’s monthly financial reports for the months of October 2013 
through September 2014 attached. 
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November 25, 2013 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-0615 

American Electric Powe1 
1 AIVB(Side PlalS 

Columbus, OH 43215·2373 
AEPcom 

Please fmd enclosed October 2013 Financial Report pages for Kentucky Power Company 
consisting of the following: 

Page Nos. 
1-ll 

1-3 

4-9 

1 0-l l 

12 

13-14 

13-14 

15 

16-17 

Sincerely, 

Description 
Income Statement 

Details of Operating Revenues 

Operating Expenses -Functional Expenses 

Detail Statement of Taxes 

Balance Sheet - Assets & Other Debits 

Balance Sheet - Liabilities & Other Credits 

Deferred Credits 

Statement of Retained Earnings 

Electric Property & Accum Prov for Depr & Amrtz 

ttY~ 111. JuL--
Bradley M. Funk 
Manager - Regulated Accounting 

BMF 

Enclosure 
Cc: Li la Munsey (w/pages) 
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101,Ml,llll 

36)Q1 S74 
372.450 

[35.573 006) 
(363.1182) 
270S92 

(16'.393) 
553.106 

(385.5531 
1,0'1,ut 

~.013 
935,068 

(8..291 ,892) 
1.708.507 

(4.452227) 
7393 

114752 
227,1114 
63<1 ~15 
210.062. 

12.,657,603 
56,S49 
8333 

2 355,272 
35213 

227 ,1)43 
17,497 

124 !1591 
{!10.056} 

'·"'·"' 7, 311,111 

6,9611 
55534 

38626.667 
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Kentucky Power Corp Conaol 
Compal'lltiVIt Income Statllment 

IC't"PJOIP~~ 

111011201) ,..,, 

Od2013 t.oyo"" Gt.OaONV CunwntMonth l MoRalllng Yu r.to-Oate 12moRolllng 
008\IZOK41·0t - Gl AC:CT SEC &...u- lJiit GLPRPT: COliS Oct :Z01 l 2.013 2Di3 Oct:zo13 

4210025 8/L MTM A$Sognments - - -
4210027 Reahzed Financ:tal Assignments - - - -
4210035 Gnl\.5 MTM EmiSSions - Forwards - -
4210043 Reauz SMnng west Coaot Pwr - - 15 15 
4470002 Sales for Resale - NonAssoc 181,P27 1.032.977 3 424 137 4,605 885 
4470006 Sales for Resale-Bookout Sales 1,064,503 3,513 228 12,691139 15."356 264 
4470007 Sales far Re.ale.Opuon Sales - -
4470010 Sal"s for Resale•Bool<out Puu:h (707.054) (2386 295) {8,937,272) (10,861 ,582) 
4470011 Sales for Resale.-Option Pun::/1 -
4470027 Whsai/Munlil'b Ath Fuel Rev 201 ,484 734,252 2,304,376 2 832,054 
4470028 Sale/Resale • NA • Fuel Rev 308,en 832,405 3,149,280 5,440.$97 
4470033 Whsai!Munlil'ub Aulh Base Rev 155,790 542,469 1A26,838 1.936,334 
4470066 PWR Tn:t10g Trans Exp.NonAssoc 370 (148) (2,091) (3593) 
4470081 FinanCial Sparlt Gas • Realtzect 38,672 118,157 386,361 425.824 
4470082 Fln0l1dal Eledoe RealiLed (388,858 (1 ,095,896) (2.832,903) (3,764,801) 
4470089 PJM Enei'Q)I Sales Margin 234.708 2,395,222 7.588,157 8,219,270 
4470000 PJM lmpfidt Congestion-LSE (154,606) 313,135 (3,325,416) 13,889,805) 
4470098 P JM Oper ReoeNO Rev.OSS 131,052 603,508 1 433.335 1,650,527 
4470099 Capaei~ Cr Nat Salas 38,235 116.425 376,977 452,334 
4470100 PJM FTR Revenue-OSS 5.128 224.419 344,301 372,627 
4470101 PJM FTRRevenue~E 111,491 21M09 2.427,893 21912,879 
4470103 PJM Enervr Sa.les Cost 4 600,510 17,039,979 49172,175 57,413,052 
4470106 P JM P12Pl Trans PuJ'CI>.NonAtf (30) (53) (1,311) (1801) 
4-470107 PJM NITS Plln::h·NonAtl (1 ,837! (6,832) (16 711) (19,978) 
4470109 PJM FTR Revenue-Spec 9,105 53,708 726 (24,197) 
4470110 PJM TO Admin E.>CP ·NonM (443 (700) (90S) (957! 
4470112 Nc>n·Tradlng Bookout Sales-OSS - (2,027) 72.867 
4470115 P JM Meter Corred!an&-OSS (13,826 (16,641) {12,428) (50,096) 
4470116 PJM Meter Corred1ans-LSE (30,896 (29,323) 25,066 27,461 
4470124 PJM lnaemental SPOt·OSS (0) (0) (0) (0) 
4470126 PJM lnaementallmp Cong'·OSS (105,253 (1 .603.809) (2,900,894] (3,070,274) 
44701'31 Non-Trading Bookout Purt:h.OSS - . 180 16 
4470141 PJM Contract Net Charve Credit 119 481 (0) 
4470143 Fln8!'1C!BI Hedge Realized 13,764 150.401 116,903 133,786 
4470144 Reohz.Shanng - 06 SIA 61 819 1,404 276 
4470155 OSS PhySical Margon RadaiS (102,991) (38L006) (1.068,387) (1 ,597,788) 
4470156 OSS Opum Margin Rectass 102,991 381006 1 068,387 1,597,766 
4470187 MISO FTR Revenues OSS - - - -4470t68 Interest Rate S'Naps-Power . (9,105) (;!7 370) 136,308) 
4470169 Ca.paaty Sales Trading - . -
4470170 Non-ECR Audlon Sales-OSS 288,846 870.393 4,461 ,843 6,583,979 
4470174 P JM Volhlse FTR Rev - OSS 3,512 9,702 101844 148,382 
4470175 OSS Sharing Reclass- Retail (764,776) (1 ,901,906) (777 ,535) (1' 703.9591 
4470176 OSS Shanllll RecJass-Reduction 7&1,776 1,901,906 777,535 1,703,959 
4470180 T<a<flng tntra,baok Rt!dass 2,283 17.333 (873) (24,159) 
4470181 AuC1101l l!ltra·book Rt!dass (2,263) (17,333) 873 24,159 
4470202 ?JM OpRes-t..SE-Credot 350,316 993,440 3,402.751 3,984,731 
4470203 PJM OpRe•t..SE-Charge (169,124) (448,978) (I 533.8301 (1 977,675) 
4470214 PJM 30m Suppl Reserve. CR OSS 30 28,415 2-47,631 248,540 
4470215 PJM 30m Suppl Roserve CH OSS - - -
4470220 P JM Regulatfon - OSS 146 (547) 10110 10,110 
4470221 PJM Sptnnlng Reserve - OS$ 6,237 121495 33.018 33·,018 
4470222 PJM Reascbve - OSS 35,613 102,648 344 537 344,537 
4580016 Fonii!'ICial Trading Rev-Unreal - . 
4560049 Men::/1 Generation F1nan -Rea!Zd - (2) (2 ) 
4560050 Oth EJec Rev-Coal Tn:l Rlzd CH 1,794 ("34) 30,284 (18,069) 
5550080 PJM Hourly Net Pun::/1- F'ERC (780,678) (2,326,821) (7 875 535) (9,379.6011 
5550094 Pllrt:hased Power - Fuel (69,440) (177.984) (460,374) (678,366) 

A Rove~~ .. - R ... 18-NonAmU.btd 5,"341,331 Z1,7St,I:ZO 81,572,211 71,421,251 
A Reven•-Rei lie-RealiZed - - -.. Rev1nue - R•••'--Rl•k Mgmt M1M - - . 
" Revenuo - R .. a'--Rllk Mgmt Adlvlti1a - - - -

Revenua- Sa.lu lor R .. ale C,4SC,OI2 3! ,053,213 101,322,111 117,147,420 

4540001 Rent From Elect Propeny - AI 21,851 65,553 218,510 263,517 
8 Revt~nue • othet Ele-Amlllated :U,851 "·'" 218,510 163,517 

4210049 Interest Rate Swaps-BTl Power - - -421005"3 Spec:ul Allow Gaon&-S02 - . - . 
4210054 Specul. AlloW Gains-Seas NOx . . -4265053 Spec:ul AlloW Loss-S02 - . -



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1375 of 1829

4265054 
42650S6 
4500000 
4510001 
4540002 
4540005 
4560007 
4560012 
4560041 
4560109 

4118002 
4118003 
411&004 

A 

0 
c 
0 

c 
4180001 
41110002 
4180003 
4160005 

/) 

c 
~210000 

4210002 
4~10003 
4210005 
4210007 

0 

454001)4 
4660015 

0 

=IPJ 
o{OI 

4491003 .. 
8 

4210031 
4210032 
4210033 

<(lU 
~) 

•/C) 
o(D) 

o(£Joi8/•(0) 

•(l'l o(OiofAI 

Kentucky Power Corp Con1ol 
Compemtve Income Stnlmen\ 

Specul Allow loss-Seas NO• 
Specul AUow Lon-C02 
For!eottd Discounts 
M1sc SefVIce Rev · Nanalffl 
Rent From Elect Property,NAC 
Rent from Elee Prop. Pole Anch 
Oth E teet Rev • OSM Program 
Oth Eleel Rev .. Nonalllllaled 
Mlscdaneous Revenue-NonA!f-
ll\lereSI Rate Swap..Coal 
Revenue • 01..., El•NonAflllllalold 
Revenu• .. G•~• 

Camp Allow Galns Tille N S02 
Comp Allow Gems·S•• • NOx 
Comp Allow Gaons-Ann NOX 
Galni(LAIN) on Allowancn 

Revenue- Oilier El•NonAIIIIIIated 
Revenue· Oilier Opr Electric 

Revenue Men:handlalng A Contr.ct Work 
Revenue• Non-Utility Operatlona • Amt'-ted 
Revenue• Non-Uilltey Operation&· NonAI'IIIIalold 

Revenue•'""" Non.utlltey Operation& 
Non-Operating Rental Income • Al'llllatacl 

Non-Operaltlg Rental Income 
Non.()pratng Rntallnc;Oper 
Non.Opralng Rnlallnc-Ma>l\l 
Non-Opratng Rnllll lne-Depr 
Non-Operating Rentallneorne. NonAml'-hd 

Non-Operating Rentallncoma 
Non-Operating Min Income ·AIII11ated 

MtK Non-Operallng Income 
M~c Non.()p lnc-NanAsc;Rents 
Mosc Non·OP tnc-NonAseRoylty 
MISe Non-Op lnc-NonAse-Timber 
MISe Non-Op Inc • NonAsc • OU> 
Non-operating Mlac lneome - NonAmllaled 

Non-Operating Mite lnc:ome 
Rent From Elect Prop.ABI).Nonal 
Other Electnc Revenues - ABO 

Aatoc'-lod Buetneu Development lnco..,. 
Ravenue ·Oilier Opr ·Oilier 

Memo; R~niJe.Oih Opr.olh All 
Memo' Reyemw-Oih Opr~ Non 

Revenue· Other Operating 

Prov Rate Retund • Relall 
Provlalon lor Rel8 Rllf\and • NCKIA1111'-18d 
Provlelon lor R.illll Rllf\and. Alllltated 

Provlalon lor R.illol Rei\Hid 

Pwr Sales Out!llde Svc T emtrt 
Pwr Purch Out!llde Svc Temlty 
Marl< to Mkt Out Svc Temtary 

Memo: biT tO Ro.enue 
Memo. Olh6r Affllioted Re.enue 
Memo: Revenue-Oth Opr-Oth All 
Memo: Rewnue,Oih Oe!,-Oih Non 

/flemo: Total Openflng R-u•• 
Memo Allfliate<f Revenlie 
Memo· Non..411ffiafld Re.enue 

flf11111o: Total Openlltlg Rewnuas 

Page3 

276.231 817.666 2.854,524 3 339,095 
44,986 100,534 336,275 374.867 
17,150 17,450 70,903 1 11 ,792 

434.857 !.316,405 5,051 .682 5.911 .508 
355,551 482,841 2,418.819 2 .931,810 

1,121,174 2,734, ... 10,73%,203 12,H1,172 

164 184 
7,7ee 17,766 17 766 32 724 

38,783 92,184 92,184 
7,755 &4,541 110,H4 126,072 

1,131,540 2,711,441 10,542,317 12,713,144 
1,111,311 2,154,!11 11,010,127 13,057 .. 11 

2,600 7,800 30,400 39600 
(330) 
(772) 

(6,670) 
~.044 $,110 24,070 31,121 
2,044 1,110 24,070 31,121 

145 440 20,015 48,353 

1,629 36,508 38,616 53321 
63 192 10,600 13,644 

1,137 37,131 17,430 115,111 
1,137 37,131 CT,.UO 115,511 
2,645 33,297 64,466 101,742 

46,909 108,974 330,690 327.269 
4t,SM 142,271 415,155 421,011 
53,431 116,120 501,155 175,357 

53,.f35 185,520 506,655 576.357 
1,211,127 3,040,&11 11,&57,482 13,633,111 

407169 407,169 
407,111 407,111 

407,111 407,111 

1,;167 
(539) 
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Kentucky Power Corp Conaol Page4 
COft'lperatlvelncome Stat8ment 

... .,..O"'.C::OI:IO... 

11111t.ZG1) t&l1 

Oc.170U "-'" GVoiOIMV C~rnnl Month 31111a Rolling Yeor-to-Dite 12moRolllng 
008 V2011-(tf-41 """'"""'GL ACCT SEC a--Unit Gl, PRPr CONS OctZOU Z01S 2013 OctZ013 

5010000 Fuel 34,904 195606 24&,363 313,685 
5010001 Fuel Consumed 312,525 7 723.o78 78,480)191 83.323,161 
5010003 Fuel . Procure Unload & Handle 12.168 2ea.en 2,449698 2.655724 
5010012 Ash Sales Proceeds (9,325) ce.ns) (9,325) 
5010013 Fuel Survey Adl"'ty - 1 
5010019 Fuel Ofl Consumed 12. 116 44,425 1,637,928 2.633.942 

fuol EJpei'IM Tatll 371,712 8,220,111 12,107,163 81,t17,118 
5010005 Fuel- Delem!d (683,118) (1 ,110,723) 13,029,401 ) {1.623.730) 

Dellomul Fuel EJpenae (513,111) (1,110,723) (3,0Z8,401J (1,&23,730) 
Over Under Filet EJpen11 - - - -

Fuel lor Elec:Uic Ge,.oraUon (311,401 7,101,131 n ,ne,tu 17,213,411 
Fuellnlm Alllllellalar Ellcttlc Glllllntlon - - -

5090000 Allow Consum T1Ue IV S02 1'49,044 727 442 4,679,393 5,239,916 
5090002 AUowance EJ(penoes 1 I 
5090005 An NO• Cons El<p 971 4A80 10.904 21.297 

Allowance• - ConaumpUort 1&0,01& 731,122 4;&10,211 &,211,214 
5020002 Urea El<pense t31 884 1.748 234 1,850,307 
5020003 Trona Expense - 12 
5020008 Adivaled Carbon - - 1721 

tmlnlona Control - Chlmlcala 131 IM 1,741,234 1,1&0,247 
Tobit Fuel lor Et.c:Uic Generation (111.2101 7,M2,M4 11,211,111 84,404,111 

Memo. NOM/I FueVAilowtEtrHssions (111.210 7,M2,M4 11,211,118 94,404,11! 

5550004 Purtl1ased Power-Pool C• paoty ~ 537,270 7. 190)15 2Z,761 ,927 26,640,986 
5550005 Purd\ased Power · Pool Energy 8 3t0,045 25 017 600 63 085,191 78,180,346 
5550027 Purtll Pwr-Non-FU!!I Ponion-Afl 3,762,803 11.070.634 38.222.608 44,250,278 
5550046 Purct\ Power•Fue.l Port1on-AI!il 5,843.445 16,645772 47.6()1 ,861 58,744.426 
5550101 Purtll Pow..--Pool Non-Fuel ·Aif 1,046,467 3,053,589 8,461 192 10,543.791 
5550102 Pur Power-Pool NonFue4-0SS-An 4,059,250 15299.487 43,382 476 52,110620 

Pu~haaed Ellc:Uiclty lnlm AEP - Alllllala• U,SU,210 71,1n,317 223,616,25& 270,470·,447 
5550001 Purcll Pwr·NonTradlng -Nonusoc 111,921 190.786 828.817 871 ,609 
5550023 Purcll Power Capacity -NA -
5550032 Gas.Convers1on-Mono Plant 31.799 
5550038 PJ M Emer EnefVy Pun:h 

125,577 361 ,710 397 739 
-

5550039 PJM tnadve rten1 Mlf Res-OSS (1 851) (6.3~ ( 12 239) (11,974) 
5550040 PJ M Inadvertent Mtr Res-I.SE (4147) (10,984) (25,190) f19,498) 
5550041 PJM Arn:aftal)' Serv -Sync (5 11 !132) 2-494 4 310 
5550074 P JM Reaellve-Charoe 566 1,713 5,584 6874 
5550075 p JM Re.tCIIVO-Ctedlt 9 ,475 28461 93,~25 111,350 
5550076 PJM Black Stai1-Chargo 315,227 9t8 823 3.522,216 3 ,529,816 
5550077 P JM Black Slart-Credil (1 ,044 (3 131) (9 ,722) (15,815) 
5550078 PJM Regulallon-Charge 72,543 265, 189 1.158,505 1.A82,097 
5550079 PJM Regula~on-C.-dlt (14,613) 169.279) (337 247) (501 ,740) 
5550083 PN Spinning Reserve-Charo• 2.266 20731 44 843 42.300 
5550084 P JM Spinnin g Reaervet-Credrt (1 ,113) (t1 .310) (14.213) 115,4861 
5550090 PJM 30m Su~pl Rserv Ct~atQe LSE (4,108) 32.276 275 861 ~76,269 
5550099 PJM Purct\oseo-non-ECR-Aucllon 168185 593,809 3,406,636 4 .324.253 
5550100 c;apadty Purcllasea-Auc!Jon 7..226 21.705 69343 74,183 
5550107 Capacity putdlases - Tradrng 9.826 28,603 164,1 22 217,784 

Pu~haeed Elec:Uiclty lor RaMie - NonAIIlU.-.d 701,107 2,125,410 1,534,741 10,n4,07o 
Pu~huld Gill lor AeMII • Alllllatld - - - -Pu~haiiCI Gu lor Rnale - NonAIIlllatlod - - -

Total Purchuad Pa.wr 25211117 11.003717 233 010.001 211,244 517 
l GROSS MARGIN 20112,043 i2.7SI721 222,311,455 zro n4,al 

OPERATING EXPENSES 

5000000 Opor Supervl$1on & Englnoonng 148.265 447.809 1 436,576 1,887,746 
5000001 Oper Super & Eng·RA T A-Affil 28000 28,000 
5020000 Steam Expenses 92,035 199..226 681 940 852,880 
5020025 Sleam &p En.,ronmenlal (13) (7) (63) 
5050000 Electnc E•penses 25.848 713t3 385,721 4 18.806 
50600()0 Mise Steam Power Expenses 297 024 778 .553 3 ,157 175 4,504 542 
5060001 Dre!lden Mise Steam Pwer EKP 4 4 4 4 
5060002 Mise Steam Power Elcp-Assoc 1_.589 5 .599 17,920 23,445 
5060004 IIISR Setttemenl EJpense (5,898) (7 837) 
5080006 Volunlary C02 Compliance E)(!> 
5060025 M1sc Stm Pwr Exp E'il"'ronmemlil (2) (1 8) 12 12 
5070000 Rents 900 900 
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l<entucky Power Corp Conaol Pages 
Comp~~ratlve Income Statement 

fi-,,.~ .. ~AQ._ 

11A18120t3 ,, 3\ 

0<12013 Uy<lut GI,AI08CV cu ... nt Month 3 Mo Rolllnjl Year-to-Date 12moRol1tng 
006~1·01 ......... Gl.-a:T sEC ---Go.. PRPT CONS 

Oct2013 2013 2013 Oct2D13 

Steam GoMnlion Op Exp &14,714 1,502,473 5,114,342 7,701,431 
5170000 Oper SupeMsoon & E1101neenng - - 1,074 1,074 

Nuc .. ar GilneraUon Op Exp . . 1,074 1,074 
Hydro O.neratlon Op EJQ> - - -5560000 Sys Control & Load Oospatc:tomg 17,419 44,253 10~.726 123.512 

5570000 Olller Expenses 108,526 418,660 1.083,176 1,356.100 
5570007 Oilier Pwr hp • Whol<!sale RECs 7.310 7,310 11 412 13977 
5570008 Other Pwr Exp • VolUntary RECs -
5757000 PJM Admln-MAM&SC- OSS 24,757 102,257 278,691 292693 
$757001 PJM Admiii-MAM&SC. lntomal 48,625 141.290 561924 723.004 

Other G-raUon Op EJQ> 2DC,5l7 713,771 Z,037,t21 2,501,117 
5600000 Oper Super.11oon & Eno•neenng 116,097 275,218 710,532 859,188 
5610000 Load Ooepatc:lllng . - . 
5611000 Load Olspatdl - Retllblloly 715 3,770 7,591 9144 
5612000 Load Dlspatch-Mnv&Op TransS~ 79,029 235993 663,768 809.618 
5613000 Load Dlepatct>-Trans Sr.c&Sdled - - -
5614000 P JM Admtn-SSC&OS-OSS 24,220 97,904 271,673 283,680 
5614001 PJM Admon-SSC&OS-Intemal 46,251 135,737 561 537 714 242 
5614007 RTO Admin Oe!auft LSE . ' (8,058) (8,058) 
561.(008 P JM Admin DBfaults oss . -
5615000 Reliabnlty,Pfng&Stds 0e1101op 13,438 60,672 427297 154,054 
5618000 PJM Admon-RP&SOS-OSS 5,174 20,165 57978 60,827 
5818001 PJM Admln-RP&SOS· lntemal 10417 28,349 134 031 167.211 
5620001 Station Expenses - Nonassoe ·&515 70,551 190,857 219,~33 
5630000 Ovemeod line Expenses 8580 9,932 78, 533 110.302 
5840000 Underon>und Ltne Eltpenses ' 5650002 Tra.ns111ssn E1ee by Others-NAC 13,970 39036 152 012 183,050 
5650003 AE'P TranS' Equalozahon Agml - -
5650012 PJM Trans Ertl>ancement CI!<Kge 292,111 877,893 2,954,308 3.~99,501 
5650015 PJM TO se·rv Exp • All 1.265 1.265 2.128 2.128 
5650016 PJM NITS Expense - AitiUaled 328,843 975,907 2 ,004,881 2,253.750 
5850018 PJM Trans Enllaneemenl Cred1ts - - - -5650019 Atfil PJM Trans Enhncement Exp 16,221 ~8.662 97.589 108,588 
5650020 PROVlS10N PJM NITS Ani Expens (8.219) (75,942 295,776 308,109 
5680000 Mosc Tranlllltlsslon E•penses 143,218 302,347 851 ,136 1.262.511 
5670001 Renls - Nonusoaated - 1,546 6,339 6439 
5670002 Rents - Auooated - - 303 
5757002 SPP Admln-MAM&SC - 0 0 0 

r ... naml .. lon Op EJQ> 1,017,143 3,101,001 ' ·"'·"0 tt ,00.(,020 
5800000 Oper Supen.iSIOI' & Engtneenno 66,848 175,337 589,651 658,332 
5810000 Load Otspaldl1ng 323 8~7 2,673 3,222 
5820000 Stahon Expenses 8.00. 27,880 122,339 154,034 
5830000 0110mead Ltne Expenses 55674 105,874 420,386 4~3.809 
5840000 Underground Lone Expenses 12.118 38,556 114.715 135,920 
5850000 SlfHt UghUng & Stgnal Sys E 7,323 46,107 102.308 115630 
5860000 Meter E•penses 107.1~7 2.(8,887 501667 505 710 
5870000 Customer InstallatiOns Eltp 16,390 45,983 140AOA 163,266 
5880000 MISCe"IU)OOU$ OISI!iblllion Exp 375,762 925.563 3,283130 4 524 845 
5890001 RentJ- Nonanoaated 129,936 351 ,431 1,294 906 , 617,758 
5890002 Rents - Assoaated 5,469 16,.407 54,688 63,895 

Olatrlbllllon Op EJQ> 717,714 1,112.,170 1,121,M1 .,,11,421 
9010000 Supetv1111on-.cvstomer Accts 25,830 71.854 241,642 288,366 
9020000 Meter Readong E•penses 180 711 2,403 4 777 
9020001 Customer Card Readong - - 0 
9020002 Mo1or Readlno • Regutar 37.381 97650 330,333 393062 
9020003 Meter Reading - Large Power 1,782 7,350 31 ,393 39,202 
9020004 Read·ln & Read-Ou1 Meters 5,882 15,725 37,959 43703 
9030000 Cust Recoras & C6Mect10n E•P 25,789 78.424 283,236 375,326 
9030001 Customer Orde,. & lnq1Jines 181,154 510.161 1,675.905 2,161,964 
9030002 Manual B~tfno 2,717 8,D44 28,067 36,819 
9030003 Posta_ga- Customer BWts 72,499 234 458 720.232 864,A11 
9030004 Caslllonng 8,870 33506 104.397 126,849 
9030005 Colledoon Agents Fees & Exp ~.552 20.663 27,726 42.885 
9030006 Credit & Oth Co\lOCIJ"'' ACIJVI 69,064 196,768 633,036 778,171 
9030007 Collectols 46,333 139,516 472,473 595,219 
9030009 Data Processtng 16,180 41.976 136,448 164,235 
9040007 Uncol Aa:ts- Mtse ReeeMble 16,348 66156 (52..029) 62.501 
9050000 Mise Customer Accounls EJ!l) 1,782 4 637 16,863 19,160 
9070000 Supen~~ston ·Customer Servw:e 15,242 35,813 118,845 163406 
9070001 SllpeMSion • OSM (2) (2) (43) 
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9080000 
9090001 
908000<1 
9080009 
90900()0 
9100000 
9100001 

9110001 
9110002 
9120000 
9120001 
9120003 

9200000 
9200003 
9210001 
9210003 
921000<1 
9210005 
9220000 
9220001 
922011041 
9220125 
9230001 
9230003 
9240000 
9250000 
9250001 
9250002 
9250004 
9250006 
9250007 
9250010 
9260000 
9260001 
9260002 
9260003 
926000<1 
9260005 
9260006 
9260007 
9260009 
92600·10 
9260012 
9260014 
9260021 
9280026 
9280027 
9260036 
9260037 
9260050 
926005 1 
9260052 
9260053 
9260055 
9260056 
92BDD57 
92BDD58 
9260060 
9270000 
9280000 
9280001 
9280002 
9301000 
9301001 
9301002 
9301003 
9301006 

Kentucky Power Corp Consol 
C0fn$1erative Income statement 

Uyout GUI8094V 

"""'""' Gl Aa:T SEC a...n ... UO\it Gl PfiPT CONS 

CUitomer Assistance Expenses 
OSM·Cuslomer AdVISOry Grp 
Cus1 As51$!nce Exp - DSM • tnd 
Cust AsliiStllnce Ell.penso • OSM 
tnfonnatton & In siNd. Adll{llo 
Mtse Cust Svc&lnformauonal Ell 
Mise Cust S\IC & Info Etep · RCS 

Cuotomer S.I'Yica and lnlormatlon Op Exp 
Superv1110n - Res1denbal 
SuPBMS!On • Comm & !nd 
DemonstraMg & Selling EtCP 
Demo & SeM1ng Ellp - Res 
Demo & SaMIT\g Exp - Area Oev 

Soles ! xpo'"sea 
Memo: Insurance (t240 t UOI 

Adminlltn!ltve & Gem Satanes 
AGmtn & GenSatanes Tmsfr 
Off Supl & Exp - Nonassoaated 
Olliee SuppHes & El(p • T ms! 
Office UtoGtes 
CeUutar Phones and Pagers 
Admtntstratlvo Exp Tmsf- Cr 
Admtn Ellp Tmsf to Cnstrdion 
Admk't Exp Tmsi to ABO 
SSA Expense Transfers BL 
Oul51de Svca Empl - Nonassoc 
AEl'SC Billed to Cltent Co 
Property lnSUtanee 
ln)Unes and Damages 
Safety Otnners and Awards 
Emp Aa:dent Prvnuon-Adm El(p 
lrvunes to Employees 
Wrkrs Cmpnstn Pre&SJ! fns Prv 
Pt'lllal lnJnes&Prop Omage.PUb 
Frg Ben Load>ng - Wo11<ers Comp 
Employee Penstol\'s & Benonls 
Ed~ & ,Pnnt Empl Pub-Salaries 
Pensoon & Group In• AdmiP 
PenSIOn PIA/I 
Group lJ.fe Insurance PNtmoums 
Grwp Medical Ins Premiums 
Physteaf Examtnattons 
Group L-T otsabltly Ins Prem 
Group oe·ntallnsurante Prem 
Tra<nong Adm•Mirabon Exp 
Employee ActiYllles 
Educational ASIIstance Pmts 
Poatrettrement Benefits- OPEB 
Sav~n;s Plan AdmKIIllrahon 
Savongs Plan Contnbuuons 
Deferred Compensahon 
Supplemental Pensoon 
Frg Ben l oading- Pensoon 
Frg Ben Loading-GIP Ins 
Frg Be11 Loading - Sa111ngs 
Frg Ben Load~ng - OPEB 
lntercoFMgeOflset- Oon·1 Use 
J;ldellly Stock Oplion Admm 
Postret Ben Modtcare Subsidy 
Frg Ben Loadtng • Accrual 
Amori-Post Rel~~tt~monl Benent 
Fra.ncNse Requl1ements 
Regulatory CommosSton Exp 
Regulatory Commtsston Exp-Adm 
Re~utatory Commoss1on Exp-Case 
Gene rat Advertts•ng Expenses 
Newspaper Adl/8f1J61ng Space 
Raclio Steuon Advortlsmg Ttme 
lV S~tlan Advertl$1ng Time 
Spec Corporate Comm Info ProJ 

Cu...ntMonth 
Oct:ZD13 

42.669 
14 

282,463 
8,217 

497 

IU,421 

1,510 
41,701 

730,146 

81 ,67~ 

1 

(34,371 
(45,169) 

(97) 

142,185 
74,711 
39.316 
93,215 

173 
785 

(58,435) 
16,686 

(42,033) 
373 
843 
181 

338,160 
10,381 

262.993 

1,166 
18.7~ 
1 44~ 
2 ,545 

1125,025) 

113.762 

325 
(148.9221 
(155,781) 

(51 ,727) 
29,008 

(79,854) 

41.089 
(57,096) 
18,052 
11,629 

292 

6 ,054 
(88) 

3 Mo Rolllng 
2013 

124.173 
150 

1,030,427 
73.527 
4 .487 

2,7!6,175 

5 .905 

5.$05 
301,U5 

1.845,752 

111na 
1 

(109 578) 
(134.829) 

(178) 

607.232 
(121,322) 
118,096 
279.645 

268 
2873 

5 .446 
73,596 

1170,987) 
(1 76) 

2 ,400 
4 ,883 

1,014.479 
3 1.536 

819,548 
11 

3,506 
58459 
(3.308) 
2810 

(375074) 

333.090 
70,699 

974 
(410,909) 
(445.744) 
(137.548) 

94,217 
(233,105) 

123.267 
(142,655) 

54,155 
35,532 

165 
(19) 

70,217 
128 

6,692 
12 

Yeor-to-Dale 
201l 

396.487 
609 

(1) 
2 .300,431 

80.394 
21 ,887 

7,101,732 

17859 
2 

17,1&1 
2,0114,711 
7.645.926 

1.11s.8n 
57 

(479.339) 
(471 ,127) 

(4.209) 

1.960,937 
(657,921 ) 
471.221 
909.351 

1 467 
10432 

10 
924 027 
80,392 

(312100) 
4.117 
8.455 

19,698 
3 ,381,598 

105.986 
3. 128.356 

28 
11.768 

197,866 
2 ,558 
4,634 
4,761 

(1,250;245) 

1109,370 
(1406) 
3.246 

(1,323 489) 
(1.582.4471 

(450,693) 
29.058 

(744 224) 

410,891 
(208,812) 
190.517 
119,090 

1.358 
(0) 

170,456 
257 

20,114 
42 

12moRolllng 
Oct 2013 

488,513 
647 

{5) 
2 .6110,644 

149 .650 
29,323 

t,SOI,Sit 

17 859 
4 

17,1U 
2,3D5,297 
9.«7 714 

1.162 477 
57 

(629,718) 
{589,890) 

(5376) 
(106.9481 

2 .381 ,541 
381 ,233 
576,188 

1.099.404 
1,660 

12,77~ 
337 

899,528 
81 ,633 

(366,224) 
4.638 

15.327 
24.507 

3,922,421 
129133 

3.685 493 
28 

11506 
233 808 

2 9<10 
5,709 
5466 

(1 .009,828) 

1 450,9<10 
12,210 

3,366 
11,599,630) 
(1 .977.096) 

(609,648) 
(139.64&) 
(989,606) 

502.962 
57,751 

180,517 
143,449 

1346 
(5) 

195081 
6,883 

27,301 
632 
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.'I'P.a~·~~ 

11Jbfl201l11-li 

6301009 
9301010 
9301011 
9301012 
9301014 
9301015 
9302000 
9302003 
9302004 
9302458 
9310000 
9310001 
9310002 

4116000 

9302006 
9302007 

4265009 
4285010 

4171001 
4265004 

4210009 

4261000 

4283001 

4265002 
4265033 

5100000 
5110000 
5120000 
5120025 
5130000 
5140000 
5140025 

5300000 

5680000 
5690000 
5691000 
5692000 
5693000 
5700000 
5710000 
5720000 
5730000 

5900000 
5910000 
5920000 
5930000 

Kentucky Power Corp Conaol 
Comparative Income Sta1111Mnt 

Loroul: GI.AIOMV 

Ar:a:nmt GL ACCT -SEC Ba.m•• Ublt Gl PRPT CONS 

Fan, Shows, ana Elclllbrts 
Publialy 
DedleabooS. Touro & Opemngs 
Public Op1n1on Surveys 
Vtdeo Communtcai!Ons 
Other Corporate Comm Exp 
Mtsc General Ellpenses 
Corporate & Ascal Expenses 
R&Searcll, Oevelop&De'l\onstr EJcp 
AEPSC Non Alfllalea elCj)enses 
Rants 
Rents • Real Prop~ 
Rents . Personal Property 

AdmlnletraUon & General 
Accretion 

Gatn From DII!>OstUon ot Plan! 
LDaoiiGaln) Ofl Vtlllly P,.nt 

Assoc Bus Dev • Matenel.s Sold 
Assoc Business DevefOi>IJI•nl Exp 

Aaoocl.lllld Bualneu Da .. lopment Ellpt~naeo 

Factored CusiAIR E•p • Alfil 
Fact Cusl AIR-Bad Debls.Affil 
Opr Eap and Factorad AIR 
WatorHullora 

Elcp ot Woni.JIJI Opor. Nonassoa 
Soctal & Se"IVJCe Club Dun 
&potnoe ot Non..UUIIIy Opt~ratlon 

M1sc Non-Op EXP • NonAssoc 
Mlac NonOp EltptlnHe • NonAuoe 

Donations 
Donation Contrlbullona 
Penat~os 

Provlolon for Penaltlea 
CwlC & Polrt1cal Acltii!Ves 
Civic & Political Activities 

Other Dedudlons • Nonauoc 
on.o Merger . TranortiOII Costs 
ottwr Deduction• 
Shutdown Cool Company Elcptlnaea 

All Olhor o.,...oonal EltpanMa 

Opt~ratlonal Eltpenaea 

Ma~nt Supv & Engonenng 
Ma•ntenanca of Struciures 
Matnlenance of Botler Planl 
Maonl of Blr Pll Enwonmenl:ll 
Maintenance or Electric Plant 
Ma•ntenance ot Mtsc Stearn Pt1 
Ma1n1 M!ScStmPII Environmental 

Siloam Generation Maintenance 
Maont of Reactor Plant Equip 

Nuclear Genaratton Malnllonanat 
Hydro Generation Mlllrrtllnanee 
Other Generation Malnllonanca 

Malnt Supv & En01neenng 
MaJOionance ot Slruotures 
Maont of Computer Hardware 
Matnl or Computer Softwar e 
MIIOnt of Communtcabon Equ1p 
Maonl or StatiOn EqUipment 
M11ntonance or Ovemead l ines 
M11n1 of Underground ltnes 
Ma!nl or Mise TmsmSSIOn Pit 

Tranamlaalon Malrrtllnance 
Matnl Supv & Eng1neenng 
MaJntenanco ot StNctures 
Malnt or StatiOn Equ1pmenl 
Mamtenance or Ovelttead unes 

C:umtnt Month 

OetZOU 

eo 

8 

2,858 
(4,107) 
4 .717 

148 
0 

7635 
11 ,396 

1,212,123 

(295) 
(215) 

( 18,807) 
50,716 
31,t10 

62,111 
98,736 

110,147 

790 
no 
639 .,. 

18,489 
18,411 

2 
2 

17,917 
17,117 

1,385 
251 

1,t)5 

200,320 
5,011,110 

121490 
137 155 
588.820 

11.316,1041 
35,220 

(4l2.41t) 

7,4n 
(63) 

1,824 
18,430 
6 ,145 

81835 
91369 

12,198 
21t,211 

(68) 
11.784 
95,053 

I 613,002 

l Mo Rolling 
2013 

1.957 

25 
5 

2706 
5,936 
s ,n2 

486 
0 

22.906 
34,158 

3,631,934 

(885) 
(lUI 

31,.477 
106,83 
137,710 

200.722 
281 ,902 
~12,12~ 

13,560 
13,510 

1,974 
1,174 

79,424 
7,,424 

3 
3 

46.559 
41,5st 

34.014,236 
6 ,305 

34,020,543 

34,U.,II7 
41,523,517 

365,908 
210.632 

1 398 318 
(7 

1195.;420 
109860 

3,210,1U 

19,484 
409 

8,134 
88,666 
10,137 

246,028 
719,4-'8 

28 ,700 
1,121,005 

297 
13,291 

231 ,740 
5,772,031 

Year-t~alll 

2013 

2 ,527 

52 
7 

16.335 
75,773 
19,895 
2,405 

1 
1363 

76.905 
90.406 

14,1ll,ltl 

(2,946) 
(2,14&1 
45,487 

188.279 
232,7 .. 

703,.417 
!150.579 

1,154,0tl 

49,152 
41,152 

9,086 
1,081 

236,509 
2JI,SOI 

3,046 
3,04& 

205339 
201,lll 

34 ,016,211 
17,366 

34,0ll,S77 

31,1S0,804 
12,312,21~ 

1,518,406 
503,043 

4 ,456,715 

2,763,177 
461,814 

(21 
t,702,tl3 

87.926 
10,444 
17.228 

232.979 
23,489 

582,428 
1.439,667 

40,596 
2,4l4,7SS 

1.036 
24,904 

688.330 
21 .228.825 

12mo Rolling 
Oct2V1l 

2 .918 

80 
7 

19570 
147,756 
19,353 
2 ,960 

89 
1,363 

98 .553 
98.312 

11,04&,121 

(3.46A) 
(3,4141 
67.1 75 

211 ,003 
278,171 

841 ,891 
1,151 ,485 
1,113,376 

58.628 
58,&21 
10.787 
10,717 

306.444 
30&,444 

3.045 
3,041 

275,181 
275,181 

34 016,386 
17,366 

1~,033,752 

31,111,%14 

15,137,731 

1,889,241 
611 ,459 

5,839.256 
(13) 

3,055,!)o!4 
512.663 

11,t07,1f0 
(1 ) 
(11 

115,896 
13,722 
25,973 

296,071 
31 .096 

594,969 
2 153124 

83,.973 
3,314,12' 

1,052 
29.279 

724,314 
25,160,386 
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K\'1' CCJFI!It..,CCII«<. 

t HOII'lOi3 Ul:-31 

Od1013 

018\'2~1.01 

6930001 
5930010 
5930011 
5940000 
5950000 
5960000 
5970000 
51160000 

9350000 
9350001 
9350002 
9350003 
9350007 
9350013 
9350015 
9350016 
9350019 
9350023 
9350024 

4211000 

4212000 

4040001 
4080001 

4 073000 

4030001 
4030021 

408100800 
408100810 
408100811 
.408100812 
408100813 

408100800 
408100608 
408100609 
4081 00810 
408100811 
408100612 
408100613 

4081002 
4081003 
4081007 
4081033 
4081034 

Kentucky Power Corp Conaol 
Compamtve InCome Stnlment 

l.ayol.l: GIND!IOV 

.._""" Cli..ffi SEC 9....,_ i.Wt G'> PRPT CONS 

Tree and Blllsl\ Co111r01 
Storm El<pei\St Amol11tallon 
EMI DeVIce Expense. Affiliate 
Ma1nl or Underground L1ne5 
Malnt of Lne Tmf,Rotato~Dvl 
Ma>nl or Sin Lg~lng & Sgnal S 
Malt\tenance o1 Meters 
Maint or M1sc O.slributlon Pit 

Distribution Malnt8nance 
Maintenance or Gan@ral Plant 
Ma1nl or Structures· OWned 
Ma•nt of SWctull!s • Leased 
Main! ol Prpny Held Fture Use 
Ma111t o1 RadiO Equ1p • ()wn@d 
Main! or Cmmnca~on Eq·Unall 
M&llll or Office Furniture.& Eq 
Ma1n111nance or V1doo Equipment 
Mlllnt or Gen Plant.SCAOA Equ 
Srte Commu,.catlons SeMces 
Mall!t o1 OA-"-MI Comm Equip 

Admlnlatr.tlon & Gene~al Malnt.M nce 
All Other Malnlenance Expenaee 

Malnlenanu Exp-
To .. l Maintenance and OperaiiDfUII ExpenaH 

Gain on Oopllibon ol Propeny 
Gain on Olapoalllon of Property 

LOS$ on Ospsluon or Propeny 
Lo aa on Dlapoaltlon of Property 

Loaa(Galn) of Sail of Property 
Memo. OPf1111UOnal and Sale of Prot:..rfy 

Amott or Plant 
Amon or P" Acq AOf 

DDA AmorilzaUon 
Regulatory Oeb1ts 

DCA Regulatory Deblb 
DDA Raoutatory C~adlta 

Amollizllllon 
Oepreaallon El<p 
AEPSC Be" Howell Inserter 

DDA Dopnctallon 
DDA STP Nuclear Decornmlaalonlng 
DDA A aMI Rett~amant Obligation 
DDA Removal Coallt 

DopnclatJon 

Dep~aclallon and Amortization 

Stale Franchise Ta•es 
State FranchiSe Taxes 
Stale Francl1fSe Ta .. s 
State FranC111se T
State Franeh,se Taxes 

Franchlae TuH 
State Gross ReceiPII Tax 
Stale Gross Recei!)ts Tax 
Slate GroS$ Receipts Tax 
Stale Gro" Recdlpts Tax 
State Gross Receipts Tax 
State Gross Receipts T"' 
State Gross Rece1pts Tax 

Revanue-liWhr Tasso 
FICA 
federal Unemployment Tax 
Stale Unemployment fa>< 
Fnnge Benefilloadmg • FlCA 
Fnnge Benefit LoadlftO . FIJT 

Cumtnt Manth 
Oct2013 

33,128 
391 537 

10,388 
9.097 
3 ,896 
4.251 

10.813 
2,112,871 

23,379 
1,012 

79.511 
13,520 

16 

251 
117,518 

2,017,313 

7,106,473 

295,259 
3 ,218 

2,.,471 
24,091 
24,0t1 

322,511 
4,447.9!W 

4,447,1SD 

5,000 
5,000 

222167 
22 
35 

j94,646) 
(662) 

3 Mo Rolllng 
2013 

24.$32 
2 3,398 
12,331 
13,977 
26223 

7,387,111 

63,005 
8,447 

225,566 
27.865 

45 

5,928 
3)0,854 

12,111,101 
10,143,304 

2,143 
48,525,840 

951 ,658 
9,654 

Sl1,312 
n .212 
72,2:72 

1,033,113 
13,322.158 

13,322,154 
14,365,731 

(12,336) 
(26,H7) 

(5,024) 
(44,107) 
622131 

331 
724 

(247 ,145) 
(1,857) 

Yur-to .O.t. 
21t13 

"312,419 
3,915,370 

230,765 
47,648 
51 .995 
44,904 
76632 

21,522,121 

283,121 
42,365 

0 

667,182 
292,015 

654 
135 

6261 
1 .211,731 

4 0,0S2,211 

122,444,482 

(1,768,048) 
(1,751,041) 

7,425 
7,425 

(1 ,7&0,623) 
80,631,591 

3.091 ,202 
32,180 

3,123,31.2 
241 ,116 
241,111 

3,:1&4,481 
44,599,536 

44,511,53& 

44,SSt,l31 

47.'14,031 

3,782 
3,712 

71,358 
(12,336) 
(26,747) 

131.461) 
58,973 
U,717 

2",012,089 
17,280 
38862 

(818.805) 
(6,909) 

12mo Rolling 
Oct2013 

387,631 
4 698 444 

240,585 
52,009 
61,690 
57,377 
95.n3 

J1,101,41q 

539~86 

52,708 
0 

805.410 
292,015 

654 
135 

0 
6,343 1,,,., .... 

48,427,5U 
143,115,J I1 

11.768,048) 
(1,711,041) 

7,425 
7,421 

(1,7&0,123) 
93,377, 1!6 

3,666,256 
38,616 

3,7114,172 
289,297 
21t,217 

J,9M,18t 
53,256,645 

486 
S3,257,1Jt 

&,),2571131 
57,261,31t1 

(22, 194) 

3 ,782 
(11,4121 
71 ,358 

112.336) 
(28,747) 

(47.748J 
58,973 
43,500 

2.580.974 
34.829 
38,816 

(1, 108,690) 
(8.440) 
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Kentucky Power Corp Conaol Page9 

CompardYe Income satament 
-.,P~t'CfdQ.. 

!1~13111.31 

0<1"2013 Lov<>otG~V cu,.nt Month 3MoRolllng Year-to-Date 12ino RoUing 

0118 \il0501.01 AocoftGI.. NXr SEC 8....,_ ~GI.. PfiPT CONS Oct2013 2013 2013 Oct 2013 

~081035 Fnngo Benefit Loading . SUT (1 ,430) (3.996) (12,2541 (15,425) 
PayroUTaa .. 12S,.CIIf 370,118 1,230,013 1,522,0$3 
CapacllyTana . . . . 

408100506 Real & Personal Ptoperty Taxes - . 
408100507 Real & Pe~onaJ PrQperty Taxes . . 
408100508 Real & PeAOnal Property Taxes 811 811 
408100509 Real & Personal Ptoperty Taxes . 
408100510 Real Personal Ptoperty T aJ<es 15358 52.599 (45,775) 
408100511 Real Personal Prope~y Taxes 275,371 18,710 1.619,375 
408100512 Real Personal Property Taxes 828.286 H84,856 8,283051 8 283,051 
408102908 Reai/Pers PlOp Tu·Cap Leases . . . 
408102909 ReaiiPers Prop Tax-Cap Leases . . . 
408102910 Reai·Pers Prop Ta><.Cap Leaoes . . (104 116) 
.ol08102911 Reai·Pers Prop Tax .Cap leases 6 (10,0381 (10,0381 
408102912 Real-Pars Prop Tax.Cap Leases (6261 237 (3487} (708) 
408102913 Real-Pars Prop Tax.Cap Leases 1.-443 4.329 14.430 14.430 
408103608 Real Prop Tax-Cap Leases - -
408103609 Rolli Prop TaJ<·Cap Leases . . . 
408103610 Real Prop Tax-Cap Leases . . . 
408103611 Real Prop Tax-Cap leases . . . 
.ol08103812 Real Prop Tax-Cap leases . . 4,245 
408103613 Real Prop Tax-Cap Leases 2,250 6,750 22,500 22,500 
408200509 Reol & Personal Property Ta~es . . 
408200510 Re.al Pe11onal Property Taxes . - ~ 

• o820DS11 Real Personal Property Taxes . 9,.30 
408200512 Real Personal Property T •••• 4,717 16.202 49,221 49.221 

Propeltyla1e1 13&,070 2,103,101 1,0 7,715 1,1142,42.4 
•08101809 St Pub! Sorv Comm Tax/Fees . 
.08101810 St Publ SeN Comm Tax-Fees . . 
408101811 Sl Pub! ServComm Tax-Fees . . . 
408101812 St Publ Serv Comm Tax-Fees . 515,095 686,794 
408101813 Sl Publ Serv Comm Tax-Fees 78,854 236,561 31$,415 ;115415 

Regulatory Fell 71,164 2) , ,1., 130,510 1 •. 1102,208 
408101410 Federal E>ase Ta• es . . -
<108101<111 Federal Elcose Taxes . . . 
408101412 Federal Elcase TaleS . . -
408101<113 Federal Exase Taxes 111 2.489 2.489 

Production TUII . 11? 2,CIIt 2,4., 
408101710 Sl Uc.Rgstllion Tax-Fees . - . 
408101711 St Uc.Rgslr1ton Tax-Fees . . . 
408101712 SIIJO.Rgstrtlon Ta><·Fees . ' 
.08101713 St Ll~ Rgstroon Tax-Fees . 60 60 60 
408101900 State Sates and Use lues - 336570 336,570 336.570 
408101909 Stale Sales and Use TaJ<Os . . 
408101910 State Sales and Use Taxes . . . 
408101911 Stale Sale a and Use lues . - . 
408101912 State Sales and Use Taxes . . 1,109 3,102 
408101913 State Sates and u ... TaJ<es 807 2,351 9,605 9605 
408102210 Mun.c.pal llcanse Fees - -
408102211 MuniCIP&I Llceose Fees . . - . 
408102212 Muntdpal L1C8nse Fees . - . 
408102213 Mun1apal LICense Fees . 125 32$ 325 

Mlscellaneo ... Tuaa 107 331,10& 347,111 ,...,, .. ~ 
Other Noi'Hncoml Tuu 101 331,223 350,151 362,151 

Taxea Other Than Inca.,. Tun 1 114521& S704t73 1D,S02,DH 12,741135 

I TOTAL OPERA11NG EXPENSES 12.t:Z:UCII 71701151 171541•111 211 71U74 
Memo: SEC Total Operating Expenses U,0%2,173 117,552,500 4111t 15,171 117,-441,410 

I OPERA11NG INCOME 7 121711 111110.4211 42.111.411 51174-alr.l 

rJ ~"'J (P[P;.ll'.(,l•lC0''f tE•P~·4S,£,::, 

4190002 lnl & [)jVtdend Inc. Nonusoc 1,858 11 ,439 204,556 208,454 
lntera.t & Dividend NonAI!IIIotaci 1,151 11,4ll 204,&11 201,454 

4190005 lnterest ln<X>me , Assoc CBP 3 .408 14,533 30,194 ~3.901 

lnteraol & Dt.ldend AIIIU- 3,401 1<1,1U 30,1M 43,101 
Totallnterael & Dividend Income 5,211 25,172 234,710 262,355 

4210039 Cany1ng ChafljeS 5,985 18.328 65,353 79857 
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Kentucky Power Corp Conaol Pogo 10 
Comparltlve Income statllment 

... .,.,_eutP_c:rl.K'L 

'1.()112013 Ul'l1 

Od201l LAyoUI' QlA80901/ Currwnt Month l Mo Rolllno Year-to-Oot. 12moRolllng 
0881/2011.()1.01 AccoWftt s_ACCT SEc 8Lwn .. Uflt 2!i.PAPT liCONS Oct2013 2013 2013 Oct2013 

lnterolt & Dlvld•nd Cenylng Char;• 5,915 11,321 15,353 n,a57 

Memo· Tolallnleff!st & Dilllrlfmd Income w1 Cell}lif1!1 11,251 44,300 300,103 332,21% 

4191000 AMw Olh Fnds Usd Omg Cnotr 2 943 360.287 1,179.037 819477 
AF\JDC 2,143 350,217 1,171,037 111,4T7 
Gain on Dlopoaltlon of Equity ln-nla 

l'nleroot LTD FMB 
lnleroot LTD IPC 

430000\ Interest E"ff • Anoc No...CBP 87,500 262,500 875,000 1,050,000 
lnlltrolt LTD Notoa Payabla • AIMatad 87,100 212,100 175,000 1,050,000 
lnterolt LTD Notoa Papilla - NonAmllatad 
tntaroot L Tl> Da~Jenluroo 

4270006 lnt on L TO· Son Unooe NOles 2.833 226 8 ,499,671 28,332,255 33,998,706 
lnlaroot LTD Senior UftN<:ured Z,lll,UI a,Att,m 21,S32,Z55 33,,91,7011 
lnteroat LTD Oilier • Ami 
lntarolt LTD Other . NonAml 

Interest on Long·T•rm Debt 2,$20,7U 1,71%,1T7 21,207,255 35,041,701 
4300003 lnt to Apoc Co· CBP 12,010 13143 

lntarolt Sttl • Allll 12,010 13,143 
43100117 Lines 01 Cffldll 52,294 154.294 520,722 615,96-4 

lntoroat STD • NonAml 52,214 tS4,2M 520,722 815,154 
lntarolt on Short Term Debt 52,ZM fSoi,ZM 5l2,7l1 621,107 

4280006 Amrtz Oscnt&El<p-Sn Un1ec Nole 39.266 117,797 392,655 4 71 ,1811 
Amort of Debt Dloc. Prom & E•p li,Z&& 111,717 312,515 471 ,111 

42810().4 Amrtz Loss ReqUired Oebt-Obnt 2,80o4 8,412 26,041 33649 
Amort loao on Reacqulrod Debt 2,104 1,412 2t,041 33,541 
Amort Gain on· R .. cqulrod Dobt 
Otll•r lntarnl . Fuel RecOYery 

4310001 Olher llile"'s1 Expense n6 2,258 21,658 24,077 
4310002 Interest on Customer Oepos1ts 3,415 10,866 35.241 39,7T7 
4310022 lntl!fest El<pense - Federal Tax (11 .220) (7,981 ) 12,874 
4310023 loler .. l Expenso - Sllle Ta• 46 3 ,347 4,310 

Other lnlafllt • NonAiftl 4,111 1,111 53,271 11,037 
Otlllr lntaroat Ellpoftll · Ami 
lnlaroot Rata Hod;o Unraollzlld (Goln)lloaa 

4320000 Allw Bnwed Fnds Used Cnstr-cr 83 (243,404) 
AFUDC-&o""""'d Fundi 13 1243.404) 

Tot.llnillrniC e& 01 
INCOME BEFORE INCOME TAXES lnd EQUITY EARHIHGS 

nKOME TAXES ,,nrl EOUITf EARIJHIGS 

4091001 Income Taxes. UOI . Federal 11 ,844 908 948,478 4.873.611 2 ,707,336 
-4092001 IJIG Ta>< Olh lnc&Ood-Federel (10,599,5821 641,670 1,188,291 1,151,625 

F-rol Curront lnco""' Toll 1,241,321 1,510,"7 1,0&1 ,t02 3,151,111 
4101 001 Prov Del liT Ulll Op Inc-Fed 1,831198 8106,661 32,481 .653 59,124,668 
4102001 Ptov Dai i/T Olh 1&0 ·Federal 654 1 ,962 6 ,503 8,281 
4111001 Prv Oel 1/T-Cr UOI Op Inc-Fed (1 ,033,488) (6,351.975) (2.4.008,248) (46,115,746) 
4112001 Prv Oaf 1/T·Cr Olh I&O.Fed (113,250) (12,617 562) 112,617 ,562) (12,642,4541 

Federol Deferrod Income Tax 15,114 (10,110,113 14, 137,154) 374,750 
4114001 ITCAdj, Ubi lyOper- Fed (19, 167) (57,502) 1191.674) (236,0091 

Federal lnvea-nt Tlx Crodlta (11,117) (51,502) (111,174) (231,001) 
Fodoral lncome TUea 1,211,272 lt.32.,Z51) 1,732,514 3,111,701 

409100200 Income Taxes, UOI . State 
409100207 lncx>me Ta.es UOI· Slate 
409100206 Income Taxes lJOI - Slate 
409100210 lncoma Ta.as UOI · Stale 
4091 00211 Income Taxas UOI· Stale (2.95,338) 
409100212 111C0me Tues UOI · St;tle 270,728 
409100213 Income Tues UOI · Slate 2033,602 514 194 2..267,844 2 ,267,844 
409200210 Inc Tax Oln Inc Oed . Stale 
409200211 I no T u Olh Inc Ded • Stale (7157) 
409200212 Inc Tax Olh Ill(: Oed - Slate 156 
409200213 Inc Tax Olh I no Ded • Slate !1 723,8871 1().4,359 193,260 193,260 
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Kentucky Power Corp Canso I P.;e tl 
c~ Income Statllment 

.., .. _aJIIP_coaa._ 

l 1JD8120, 3 16:.31 

Oct :!n!J .,_ GI.AIGMV C\lmlnt Month '3 Mo Rolling Year-to-Date 12moRoJIIng 

008 V'20II-4, ~' ....., • .,.a ACc:l_SEc 8""'- UM:GlJ'III'r CONS Oct%1113 %1113 2013 Oct20U 

Stallt Curntnt Income Tu JOt,t15 111,564 2,"1,105 2,429,414 
s- Dllfa,.,.d lntOIM Taa -
Stal8 lnveltl'Mnt Tu Credlta - - . 

Stale Income Tu .. 309,116 111,564 2,411,105 2,42!,494 

Local CuMnt Income Tu . . . . 
Local Del1tmtd lnco,.. Tea - . 
Loc.tllnveatment Tn Credltl - . ~ . 

Lo-.l lnCOIIIIt n111 - ·- - . 
Foreign Cumrnt IIICOITW To• . - -
Foreign Defemtd Income Til . - . 
Foreign lnvaatment Ta,x Crecllta . . . . 

Forelg~~ Income Tnea . . . . 
Total Income T•••• 1,121,187 {1,701,714} 4,1 t3,$7t 1,426,115 
Equity Eamlnp t:A Sulla - . 
INCOME AFR:R INCOME TAXES and EQUITY EARNINGS UOJ441 115 6t7 3.64 10615415 17646.211 

Olacontlnued Oparatlona(Nat or Tun) - - . . 

Cumulative E"• ct of Accounting Cheno-a . . ' 
Ellll'llordlnary Income I (Expenaea) . . . . 

I NET INCOME 3303441 1.15 St7.364 10&t5;4U 17,14UK 
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Run Date; 11/11/2013 13:45 

X_OPR_COS Rpt 10: GLR2200V Layout: GLR2200V 
KYP CORP_Cr V2099-01-{)1 Aa:t PRPT_ACCOUNT BU: GL PRPT CONS 

ASSETS 

PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL 
CONSTRUCTION WORK IN PROGRESS 
ELECTRIC UTILITY PLANT 

less Accum Provision • Deere. Deel. Amort. 
NET ELECTRIC UTILITY PLANT 

Net NonUtility Property 
Investment in Subsidiary & Associated 
Other Investments 
Other Special Funds 
Allowance- NonCurrent 
Long Term Energy Trading Contracts 

OTHER PROPERTY AND INVESTMENTS 

Cash and Cash Equivalents 
Advances to Affiliates 
Acct Rec - Customers 
Acct Rec • Miscellaneous 
Acct Rec • AP for Uncollectible Accounts 
Acct Rec - Associated Companies 
Fuel Stock 
Materials and Supplies 
Accrued Utility Revenues 
Energy Trading 
Prepayments 
Other Current Assets 

CURRENT ASSETS 

REGULATORY ASSETS 

TOTAL DEFERRED CHARGES 

TOTAL ASSETS 

Kentucky Power Corp Consol 
Comparative Balance Sheet 

October 31, 2013 

Month End Balances December Balances 
2013 Last Year 

561,215,338.40 558,934,668.00 
495,877,680.05 490,152,082.00 
682,386,682.37 652,615,328.83 

61 ,519,951.15 57,451,300.18 
55,724,617.56 44,281,291 .91 

1 ,856, 724,269.53 1,803,434,670.92 
(655.417.474.70) (624.238,902.51 ~ 

1 ,201,306, 794.83 1,179,195,768.41 

2,685,166.50 5,498,717.60 
0.00 0 .00 

255,993.67 260,727.67 
0.00 0.00 

2,361,233.00 2,361,232.37 
4,059,953.89 6,681,654.77 
9,362,349.06 15,002,332.41 

807,066.56 1,925,747.09 
12.624,778.92 0.00 

7,272,663.92 12,676,052.64 
2,443,641.76 3,141,697.43 

184,974 86) {141.538 08) 
8,158,473.35 9,241,088.58 

58,575,831.24 69,147,176.47 
20,298,346.97 25,061,279.42 
(5,129,371 53) 816,939.53 
4,999,313.89 6,174,819.72 
1,773,935.40 1 ,569, 794.80 

961,570.29 1 ,660,942.94 
112,701,275.91 131,274,000.53 

204,180,073.21 214,900,829.18 

43,93Z,336.28 78,498,798.33 

·1,571,482,829.29 1,618,871 , 728.86 

Page 12 

Variance 
$ 

2,280,670.40 
5,725,598.05 

29,771,353.54 
4,068,650.97 

11,443,325.65 
53,289,598.61 

(31 ,178,57219) 
22,111,026.42 

(2.~13,549.10) 
0.00 

(4,734.00) 
0.00 
0.63 

(2,821 , 700.88) 
(5,639,983.J5) 

{1. t 18,680,53) 
12,624,778.92 
(5,403,388. 72) 

(698.055.67) 
56,563.22 

(1 ,062,615.23) 
(10,571.345.23) 

(4, 762.932.45) 
(5,946,311 06) 
(1 '175,505 83) 

204,140.60 
(699.372.65) 

(18,572,724.62) 

(10,720,755.97} 

(34,566,462.05) 

(47,3881899.57) 
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Investment Accounts for Functional Property Split at October 2013 FINAL 

Consol Unit Acct 

KEPCO 110 1010001 
KEPCO 110 1011001 
KEPCO 110 1011012 
KEPCO 110 1050001 
KEPCO 110 1060001 
KEPCO 117 1010001 
KEPCO 117 1011001 
KEPCO 117 1011012 
KEPCO 117 1050001 
KEPCO 117 1060001 
KEPCO 180 1010001 
KEPCO 180 1011001 
KEPCO 180 1011012 
KEPCO 180 1050001 
KEPCO 180 1060001 
KEPCO Total 

Preparer· Matthew Cowley, Property Accounting, Canton 
Checker: Fred Franc1s. Property Accounting - Canton 
Rev1ewer Janet Swanger, Property Accounting, Canton 

PSQuery 

702,798,797.83 
3.403,853.24 

24,352.77 
627,603.73 

23,063,373.82 
560,367,849.00 

1.415,728,64 
6,554 .. 27 

6,778,355.00 
1,837,597.36 

461 ,356,640.84 
872,864.52 

12.296.90 
0.00 

38,433,784.05 
1,800,999,651 .97 

Sources of Information: Report GLA8300V, PowerPiant Asset- 1042 Report, 
leased Asset Management System Report and PeopleSoft GL Query 

Production Transmission Distribution 

0.00 0.00 660,719,522.68 
0.00 0.00 0.00 
0.00 0.00 0.00 
0.00 0.00 627,603.73 
0.00 0.00 21,039,555.96 

552,188,085.60 1,646,138.49 0.00 
874,501 .15 0.00 0.00 

0.00 0.00 0.00 
6,778,355.00 0.00 0.00 
1,374,396.65 147.04 0.00 

0.00 456,672,797.02 0.00 
0.00 0.00 0.00 
0.00 0.00 0.00 
0.00 0.00 0.00 
0.00 37,558,597.50 0.00 

561,215,338.40 495.877,680.05 682,386,682.37 

Property Accounting 

General Total 

42,079,275.15 702,798,797.83 
3,403,853.24 3,403,853.24 

24,352.77 24,352.77 
0.00 627,603.73 

2,023,817.86 23,063,373.82 
6,533,624.91 560,367,849.00 

541,227.49 1,415,728.64 
6,554.27 6,554.27 

0.00 6, 778,355,00 
463,053.67 1,837,597.36 

4,683,843.82 461 ,356,640.84 
872,864.52 872,864.52 

12,296.90 12,296.90 
0.00 0.00 

875,186.55 38,433,784.05 
61 ,519,951.15 1,800,999,651 .97 

i 1/251201310:45 AM\Gl\IMK Team\MultlCompany Items & Other\Functlonal Asset Property Splits - fr Janet SWanger\2013\PA_Funclional Split October 2013 FINAL FS_v1_ SEND.xlsOctober 2013 
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Run Date: 11/1 

X_OPR_COS Apt 10: GLR2200V Layout: '>L"'"AI'<JV 

KYP CORP Ct V2099-01.n1 Aa:t PRPT ACCOUNT BU: GL PRPT C:ONS 

CAPITALIZATION and LIABILITIES 
COMMON STOCK 
Authorized: 2,000,000 Shares 
Outstanding; 1,009,000 Shares 

Common Stock 
Premium on Capital Stock 
Paid-ln-C~pital 

Retained Eaminss 
COMMON SHAREHOLDERS' EQUITY 

PS Subject To Mandatory Redemption 
PS Not Subject Mandato~ Redemetion 

CUMULATIVE PREFERRED STOCK 

TRUST PREFERRED SECURITIES 

Long-Term Debt Less Amt Due 1 Yr 

CAPITALIZATION 

Obligations Under Capital Lease-NonCurrent 
Accumulated Provision Rate Relief 
Accumlated Provision - Miscellanous 

Other NonCurrent Liabilities 

Preferred Stock Due Within 1 Year 
Long-Te1m Debt Due Within 1 Year 
Accumulated Provision Due Within 1 Yea1r 
Short-Te1m Debt 
Advances from Affiliates 
AlP General 
AlP Associated Companies 
Customer Deposits 
Taxes Accrued 
Interest Accrued 
Dividends Accrued 
Obligation Under Capital Leases 
Energy Contracts Current 
Other Current and Accrued liabilities 

Current Liabilities 

Deferred Income Taxes 
Deferred Investment Tax Credits 
Regulatory Liabilities 

2440002 L T Unreal Losses - Non Affil 

Kentucky Power Corp Consol 
Comparative Balance Sheet 

October 31, 2013 

50,450,000.00 
0.00 

238,502,924.00 
182?64,380.85 
471,717,304.85 

0.00 
0.00 
0.00 

0.00 

549,360,887.50 

1,021,078,192.35 

1,853,137.97 
0.00 

33,929,249.33 
35,782,387.30 

0.00 
0.00 
0.00 
0.00 
0.00 

18,100,279.11 
34,838,327.16 
24,854,642.56 
3,369,950.58 
7,933,282.23 

0.00 
1 '133,560.67 
2,275,058.68 

16,071,299.14 
108,576,400.13 

389,944,n1.05 
164,084.62 

9,488,710.72 

2.552,710.95 1 

50,450,000.00 
0.00 

238,341,119.49 
190,818,915.56 
479,610,035.05 

0.00 
0.00 
0.00 

o.oo 

549,221,950.00 

1,028,831,985.05 

1,674,300.89 
1,635,430.00 

34,033,794.12 
37,343,525.01 

0.00 
0.00 
0.00 
0.00 

13,358,855.63 
30.336,n6.64 
41,052,680.18 
23,484,964.81 
6,548,714.64 
7,166,695.02 

0.00 
1,403,875.95 
3,320,068.02 

17,7971808. to 
144,470,438.99 

385,153,166.17 
355,758.82 

13,831,965.72 

4,200,1.96.07 

Page 13 

0.00 
0.00 

161,804.51 
!8.054 ,534.72) 
(7,892, 730.21) 

0.00 
0.00 
0.00 

0.00 

138,937.50 

{7,753,792.71) 

178,837.08 
(1,635,430.00) 

l104 ,544 .79~ 
(f,561,137.71) 

0.00 
0.00 
0.00 
0.00 

(13,358,855 63) 
(12,236,497.53} 

(6,214,353 02} 
1,369,6n.75 

(3.178.764 06) 
766,587.21 

0.00 
(270.315. 28) 

p ,045,009 34) 
{1:726t508.96) 

(35,894.038.87) 

4,791,604.88 
{191,674.20) 

(4,343,255.00) 

(1 ,647,485 12) 
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Rl¥1 Oat&: 11111/2013 13:45 

X_OPR_COS 

KY? CORP Co 

2440022 
2450011 

2520000 

2530000 
2530022 
2530050 
2530067 
2530092 
2530101 
2530112 
25301.14 
2530137 

Rpt 10 : GLR2200V Layout: GLR22DOV 
V209~01-01 Aa:t: PRPT ACCOUNT BU: GL~PRPT CONS 

liT Liability MTM Collateral 
liT Liability-Commodity Hedges 

Long-Term Energy Trading Contracts 
Customer Adv for Construction 

Customer Advances for Construction 
Deferred Gains on Salelleaseback 
Deferred Gains on Dispostion of Utility Plan~ 

Other Deferred Credits 
Customer Advance ReceTpts 
Deferred Rev -Pole Attachments 
IPP - System Upgrade Credits 
Fbr Opt Lns-ln Kind Sv-Dfd Gns 
MACSS Unidentified EDI Cash 
Other Deferred Credits-Curr 
Feder! Mitigation Deferai(NSR) 
Fbr Opt Lns-Sold-Defd Rev 

Other Deferred Credits 
Deferred Credits 

DEFERRED CREDITS & REGULATED LIABILillES 

CAPITAL & LIABILITIES 

Kentucky Power Corp Consol 
Comparative Balance Sheet 

October 31, 2013 

Month End Balances 
2013 

December Balances 
Last Year 

(158. 754.00} 
1,507.00 

2,395,463.95 
98.285.5o 1 
98,285.50 

0.00 
0.00 
0.00 

2,253,460.08 
193,798.25 
267,404.71 
157,880.00 

0 .00 
22.1 .616.17 
754,941.55 
105,432.92 

3,954,533.68 
6,448,283.13 

406,045,849.52 

1 ,571,482,,829.30 

(582,545.00) 
82,731.00 

3,700,382.07 
63.177.74 
63,177.74 

0.00 
0.00 
0.00 

2,634,497 53 
78,940 .. 35 

260,279.72 
162,614.00 

0.00 
1,113,326.72 

754,941.55 
116,729.42 

5,121,329.29 
8,884,889.10 

408,225,779.81 

1,618,871,728.87 

Variance 
s 
423,791 .00 
(81,224.00) 

(1.304,918.12) 
35,107.76 
35,107.76 

0.00 
0 .00 
0.00 

(381 ,037.45) 
114,857.90 

7 ,124.99 
(4,734.00) 

o.oo 
(891 '710.55) 

0.00 
(1 J,296.50) 

(1 '166,795.61) 
(2,436.605.97t 
(2,179,930.29) 

(47.388.899.57) 

Page 14 
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215.0 
215.1 

2160000-1 
2160002+ 
210.0 

216.1 
418.1 

BALANCE AT BEGINNING OF YEAR 
Net Income (loss) 
Deductions: 

Dividend Dedared On Common Stock 
Dividend Declared On Preferred Stock 
Adjustment in Retained Earnings 

Total Deductions 

BALANCE AT END OF PERIOD (A) 

Kentucky Power Corp Consol 
Comparative Balance Sheet 

October 31, 2013 

190,818,915.56 
10,695,465.28 

(18.750,000 00) 
0.00 
0.00 

(18, 750,000.00) 

182,764,380.85 

(A) Represents The Following Balances At End Of Period 

Appropriated Retained Earnings 0.00 
AJ:!er Retnd Erngs - Amrt Rsv, Fed 0.00 

Total Appropriated Retained Earnings 0.00 

Unapprp Retained Earnings Unrestr 190,818,915.56 
Unapprp Retained Earnings Restr 0.00 
Gain on Reacquired Pref Stock 0.00 
Net Income Transferred (8.054,534 72) 

Total Unappropriated Retained Earnings 182,764,380.85 

Unapprop Undistributed Sub Earnings 0.00 
Egui!): Earnings of Subsidia~ Co 0.00 

Total Unapprop Undistributed Sub Earnings 0.00 

Total Other Retained Earnings Accounts 0.00 

TOTAL RETAiNED EARNINGS 182,764,380.85 

Page 15 

171,840,462.36 18,978,453.21 
50,978,453.21 (40,282,987 92) 

-32,000,000 13,250,000.00 
0 0.00 

0.00 0.00 

(32,000,.000.00) 13,250,000.00 

190,818,915.56 (8.054.534 72) 

0.00 0.00 
0.00 0.00 
0.00 0.00 

171,840.462.36 18,978,453.21 
0.00 0.00 
0.00 0.00 

18,978,453.21 (27,032.987 92) 
190,818,915.56 (8,054,534 72) 

0.00 0.00 
0.00 0.00 
0.00 0.00 

0.00 0.00 

190,818,915.56 {8,054.534 72) 
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ffl>AI K.ENTIJCK'( POWER COMPANY P•a• 11 
OET All OF ELECTRIC UTlliTV PROP anY 

YEAR TO DA'Il: ·October, 20i3 

GLR7210V u/11/n ot:45 

BeGINNING ORIGINAL COST EIIIDWG 
IIAI.ANCE ADDI'T'IONS AE'TIREMENTS AOJUSTMEIIITS TRANSFERS IIAJ.ANCE 

UJ!U!Y .PLANT 

1011106 GENERATION 559,731,713.30 5,401,870.86 (2,928, 137 80) 0,00 000 562,205,446 36 

TOTAL PRODUCTiON 551,731,713.30 5,401.170.16 (2.921.137 80) 0.00 o.oo 51U05,44f.ll 

1011106 TRANSMISSION 493,489-, 120~6 7,741128M ii,A3i11123 88) 0.00 0,00 •99,790.~24 89 
1011106 DISTRIBUTION 893,312,99744 4 0,2411.~3 I 60 (7,699,3573~} 0.00 000 725,862,171.85 

TOTAL (ACCOUIIITS 11M & 10$) 1,745,533,831.00 53,311,530.97 (12.0&1.319,07} 0.00 0.00 1,717,851,042.10 

1011001112 CAPITAL LEASES 5,182.99728 ooo 000 552.653.06 0 00 5,735,650,34 

102 ELECTRIC PL T PURCHASED OR SOLO 0.00 000 0.00 000 000 0.00 
1140001 ELECTRIC PLAIIIT ACOUISmON 0.00 000 D.OO ODD DOD D.OO 

TOTAl ELECTRIC PlANT IN SERVICE 1,731,J11,12t u $3,,.1,530.97 (12.067,318.07) $52.153.06 0.00 1,783,59~ •• ,.24 
1050001 PLANT +tEJ.D FOR FUTURE USE 7,4l6,55D.73 000 0 .. 00 000 i30 .1t'J. Oil 7,405.958.73 

107000X CONSTRUCTlON WORK IN PROGRESS: 

10700DX 8 EG SAL 44.281 .. 29t.91 
107000X ADDITIONS 64·.834,856 82 
107000)( TIW'ISFERS 1~ 3 391 >JO ~ol 
1070001'. END 8AL :=::::! 1,.443.,32~ 115 55.724,817 58 

TOTAl ELECTRIC IITlUTY PI.ANT t.~Cr~ll.ll 14,Di,i!U2 m..D6r.lt9.071 $51,653.0( (311,592flll! ~.151,'72UU.s3 

NDNUTIUJY PLANT 

121D001 NONUT(UTY PROPERTY-OWNED 984.~28.00 o.oo o.oo D.OO 30.692,00 995.120,00 
121D002 NONUTILITY PROPERTY·LEASEO 0.00 000 o.oo 000 000 000 

l240ll2S.29 OtHERINV~ENTS (7~,975.83 D.DO (2.1!34tiS3 00) 000 0 .00 1,.900,492 63 

TOTAL NONUTIUlY PLANT 5,69t,50Ul 0.00 (2,83i,Ail.OO) 0.00 :SO.uz.ao 2.115.612:63 

PtoiHired by PSnVi110n Ropon GLR72lOV 
Revoewer Ctndy 8uQJ>oo - Prop Acclg CAnton 
s.-urces of Info POW!Irplonl Reports and ps GL 
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Fllllll KENTUCKY POWER COMf'~Y Paga11 
ACCUMULATED PROVISioN FOR DEPRECIATION, AMORTIZATION, & DEPLETION 

YEAit TO DATE · OCiober, 2013 

GLR7410V 11/11/13 OI:AI 

BEGINNING PROVISI<m ORIGINAL NET REM/ TRANSFER/ ENDING 
BALANCE TO DATE. COST SALVCOST ADJUSTMENTS BALANCE 

UT!UTY P!..y{T 

NUCLEAR 
1080001111 OTHER 000 
1080009110 DECOMMISSIONING COSTS 000 

IOTAl NUCLEAR 000 

1080001111 PRODUCTION 273,621,070.97 17,186.003 43 (2.928 137 llO) (1 4~1.399 ~5) 0.00 286,..457 ,!;37.25 
108000111 1 TRANSMISSION 157.337,!l33.7Q 7,272,660 86 ,, 439,82'188) 301,955.13 0.00 163,472, 125.81 
1080001111 DISTRIBUTION 179,721 ,144.$1 20.303.563.27 (769{135739) (2 119.553 921 QOO 190,205,816 47 

1080013 PRODUCTION t3 095,45~ f. I) QOO 000 0.00 [oll5,142 40) (3,5'1601 01) 
1080013 TRANSMISSION 000 000 000 0.00 000 0.00 
1080013 DISTRIBUTION c11 Ge9 03! 000 000 0.00 (7,511 ~4) (:5 180 27j 

RETIREMENT WORK IN PROGRESS (6,325 680 62) 000 000 (4,808,0J6 33) 3,238,998, 14 cr 89:> na e,, 
TOTAL I104X accounts) 101,231,740.» 44,112,247.1• 112,0G7,l19.07) (8,047~03U7) 2,715,)44.10 lli,U2,t7t.U 

NUCLEAR 000 
1110001 PROOUCT'ION 1D.461,106 71 f.OG(261 09 000 000 000 11 ,525,367 80 
1110001 TRANSMISSION 1,266,85.\. 71 426,638.48 000 0.00 0.00 1,693,493 19 
nl0001 DISTRIBUTION 9,166,3 79 72 1.600,302 &4 0.00 0.00 0-00 10,766,682 56 

TOTAL (fttl accounts) 20,114,341.14 3,091,%02.41 0.00 0.00 q.oo 23,881,143.51 

101'1008 CAP IT AllEASES 2,104,820.44 0.00 0.00 0.00 &44.131.26 2.748,951 70 

11!>0001 ACQUISITION .ADJUSTMENT AMORT 0,00 000 0,00 000 0.!10 000 

TOTAL ACOUM DEPA & AMORT. 62A,2li,002.5! 47.1U,4At.97 (12.0&7,1!9.071 (1,047,0!4.47) J,4Jt.ln.n 1",4H ,47UO 

NONUTIUIY PLANT 

1220001 Oepr&Amtl of Nonutl Prop-Ownd 208,286,03 5,558.10 0 .00 000 000 213.1144.13 
1240027 Olher Property - RWIP (/ ~00 00) 0 .00 000 [2 834,483 00) 2,838,563 00 (3 400 •..0) 
1240028 Other Property · RETIRE 000 o.oo (2 8J~,48> 001 2,834,483 00 0.00 000 

TOIAL NOHUTIUTY l'l.ANT zoo1nt.Ol ••• 61.10 F1u4.413.oal 0.00 ~111,183.00 %101444.13 

Prepllled Elf PSn\ll&ton Repotl GlR7 41 OV 
RevWNer Ctndy Bucl<bea - Plllp AccfG Canton 
Sour~:es or Info Powert'llnt Repor!S and PS GL 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1391 of 1829

s 
AMIRICAN 
fUCftiiC 
POWER 

November 25, 2013 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-0615 

American Electric Pow11r 
t Rfvers1de Plaza 
OoliJmb•ls OH 43215-2373 
AEP.q>m 

Please find enclosed Fonn EIA-826, Monthly Electric Utility Sales and Revenue Report 
with State Distributions for the month of October 201 3. 

Sincerely, 

Bradley M. Funk 
Manager -Regulated Accounting 

BMF 
Enclosure 
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[u.s. Oepanment of Energy Monthly Electric Utility Sales and Revenue Form Approval 

I Energy Information Administnltion Report with State Distributions - 2013 OMB NO.l905-0!29 

[Form EIA-826 (Expires 11-30-2007) 

[TlliJ iJ •••dalory IIDdtr l'llblit Law 93-l75,the Fe.s .... t Eaerzy Admlalstration Act or 1974, Publk Law !IS-91, Departmeat ofEnerl)' Orcaniutioa Act, ••d 

[PubUc Lllw l0l-416,the EaoriY Policy Act of 1991. lnfonnauon reported on the Form EIA-826 IS not consul<:"'d c:onlldenttal See SectiOn V of the Cknerallnsuucnonsfor 

[sancuons sllllement Public reportmg burden for thiS collecllOII of mformJlUon 1S csUmllled to avmgo l S hours per l'e$JlOI1SO, uwludmg the lime for rcv1ew1ng the lnsU\Ictlons, 

!searching exJSIUIIl data S(>llfCeS, gathenng and matnlalnU!g the data needed. and c:omplctmg and revn>wmg the collected tnformat1on Send comments rq:ardmg thtJ form, 11> 

[burden estimate. or ony aspect of the data coUect1on to the Energy Information Admwstrabon, Slattsbcal and Methods Group El-73, 1000 lnckpendence AvenueS W . 

Fonal&l Bu1ldmg, Washml)lon, DC 2058S, ond to the Office oflnformat1on and Regulotory AffaU'S. Office ofMDna.gemenl and Budget, Washmgton. DC 20501 (A person 

1s requm:d to respond to the collett1on oftnfonnallon only 1f11 diSplays a val1d OMB number) CarefuUy read ud follow alllast.,ctlollt.lfyou oted aulstaue, plule 

lcoolact All'red J!ippi at: (102) 217-1615 or CltarleH n -'lat: (201) 117-1747 or by £-Mallat' .~ . 

[Please subnm by the last calendar day of the month followmg the ~tng month R<tunt completed fonDs by £-Mall at eia-316@ela.doe.cov or fn to (201) 187-1585 or (201) 287-1!159. 

t of Enei'I!Y. EnerJ:Y I (EI-53). BG-076 (EIA-826) DC 10~85-0650 

!Utility Name; Kentucky Power Comoanv 1Code I by EIAl: 22053 
''":for the mouth of: Jan_ Feb_ Mar_ Apr_ May_ Jun_ Jul. Au~r . Sep_ Oct)L_ Nov_ Dec_ .• 2013 

'P .......... , Ronald F Davia ~ 614-718-3525 

Email: IFu: 614-716-1449 

RETAIL SALES TO ULTIMATE CONSUMERS 
Schedule I - A: Full Service CEuero and Delivery Service (bundled)) 

Instructions: Enter the reporting month revenue (thousand dollars), megawatthoun, and number of consumers for energy and delivery service (bundled) 

by State and consumer class category 

State Items Residential .... •- Total 
KV ,a Revenue {Tho...and Dollars) $ 13.266 $ -11.287 s 13,819 s 38,372 

[b Megwatthows 140.065 120.014 237,825 497,904 
Number of consurncrs 139,665 30.757 1,303 171 ,725 
Revenue (Thousand Dollars) 

MegwatthoUf1 

Nwnber ., , 

Rev<ll).le (Thousand Dollars) 

Megwanhours 

Number • 

a Revenue (Thousand Dollars) 

b Megwatthours 

Number of consumcn 

a Revenue (Thousand Oollan) 

b Megwatthoun 

- c Number of conswners 
Note 
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AMERICAN• 
IUCflliC 
JIOWIR 

December 18, 201 3 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-0615 

American Electric Power 
1 Riverside Plaia 
Columbus, OH 43215·2373 
AEP.com 

Please find enclosed November 2013 Financial Repon pages for Kentucky Power 
Company consisting of the following: 

Page Nos. 
1-11 

1-3 

4-8 

8-11 

12 

13-14 

13-14 

15 

16-17 

Sincerely, 

Bradley M. Funk 

Description 
Income Statement 

Details of Operating Revenues 

Operating Expenses - Functional Expenses 

Detail Statement ofTaxes 

Balance Sheet - Assets & Other Debits 

Balance Sheet - Liabilities & Other Credits 

Deferred Credits 

Statement of Retained Earnings 

Electric Property & Accum Prov for Depr & Amrtz 

Manager - Regulated Accounting 

BMF 

Enclosure 
Cc: Lila Munsey (w/pages) 
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Kentuc:ky Power Corp Conaol 
Comparative lnc:ome statem•nt 

Pag~ 1 

ttVP):l'IIW'....fX:l'CIA. 

12JDII20131ot 3 1 

NOf20l3 ~DU!: GU\1014\1 C11mnt Monlh lMoRoHing Year .. ...Oota 12moRolllng 
ODe V2'0.,a;~1 -GLACCTSEC a.--Unlt G _ PRPT CONS Nov 2013 2013 2013 NoY2013 

REVENUES 

4400001 ReSldefiiJal Salo .. WISpoca Hlg 8 ,838,346 20,634,029 89,756.433 100,620,851 
4400002 ResldenbaJ Sales-WI() Space HI 3,8n,013 10.483.063 42.850.549 47,142,437 
4400005 Rostdenval Fuel Rev 5 ,578,929 13,127,141 59,629806 65,939,070 

A Revenue . R .. fdentlal S.la 11,2M,211 44,244,232 192,231,711 213,702,351 
4420001 Commen::ral Sales s :723.068 16,200,413 59,835,461 64,922,289 
4420008 Sales lo Pu& Auth • Scllools 1,087161 3.199,525 10,909 742 11 ,882,359 
4420007 SaJu fo Pub AUth · Ex Sch ools 1,087,898 3 042,931 11 ,259,736 12,186,283 
4420013 Commeroal Fuel Rev 3,318.243 9,373,200 36.306.249 39,043064 

~ Revenue· Commen:lll S.lee 11,%15,370 31,111,070 111,311 ,117 128,033,91& 
8 Reven111. fndllab1al S.la. Affiliated 

4420002 lnduslrial Sales (Excl Mtnes) 4 ,747,883 13,831 ,416 50,791 ,375 53.558,463 
4420004 lnd Sales•NonA!fil(lnd M1nes) 2 ,502,140 6 ,731.172 26.203.251 28.675,855 
4420016 lndustnal FUel Rev 6.921 075 19,392,358 76,735,463 83.289.423 

A Revenue • lnd111tr111 S.lea • NonAIIlllated 14,171,017 3I,IS4,.t48 16'3,730,010 115,523,741 
Revenue ·lnduab1al S.lea 14,171,017 3!,95.4,148 153,730,010 115,622,741 

A Ravenue. Gaa Prolluo:ta Sala 
~ Revenue . Gaa T,.napor1aUon & Sloroge Salaa 
8 RIIYenue • Gn Trlnapor1aUDfl & Stora,ge Sal .. • Amllated 

~~0000 PUbliC SlteeiiH1ghWay lJghtlt~g 105,721 312 339 1,160.293 1,257, 114 
4440002 Public St & Hwy Ught Fuel Rev 29,354 79459 272,363 302,764 

Revenue • Olhar RltaU Salta 136,071 391,711 1,432,&58 '·"'·"' s Revenue. Other RoaU So lao • Alllllalad 
Ravenue • Rotan S.lea 0,115,130 

8 
111,401,046 41&,710,721 &01,11t,H1 

4561031 GFA Trans Base Rev Unb . Aft 
4561032 GFA Trans Ancillary Rev • All 
4551033 PJM NITS Revenue -AIIiOaled 3 136,640 9,531.097 33 321 ,167 36,480,>417 
4561034 PJM TO Adm Serv Rev- Aff 41,521 83,524 371 .957 374,087 
4561035 PJM Alfiltaled Trans NITS Coal (3,088,734) (9,369,240) (32,653,8971 135,707.078) 
4561038 PJM Affiliated Trans TO Cost (41 ,521 ) (63,166) (363,306) (365,2n} 
4561059 Alfil PJM Trans Enhancmnt Rev 27832 83.590 258,018 276,147 
4561060 Affil PJM Trans Enhanannt Cost (27,390) (82,170) (252,877) 12n.sso) 
4561062 PROVISION PJM NITS Af!il· Cost (63 826) (191 ,161) 474,616 482,149 
4561063 PROVISION PJM NITS Affiliated (1M 50) (56.080) !260.1 57) (332,583) 

s Re~tenUe • Tranamlaolcnw"llll&ted (32.0211 (13,107) Uf,521 tJ7,U2 
4470004 Sales for Resale·Nonafi-Anc~l 
4470005 Sales for Renle·Nonaff-T ransm 
4470150 lransm Rev -Oed1c Whlsi!Munt 2.205 6 ,386 42747 49.529 
4470206 P JM Trans loss credols-OSS 40,734 378,920 871 .665 934,013 
4470207 PJM transm loss c:nargn . LSE (655,898) (855.410) (7 199.839) (8,068,309) 
4470208 PJM Tran•mlon c:redtt,..LSE 150.258 149436 1,551,654 1 699,008 
.. 70209 PJM transm loss charges-OSS 1171 ,798) (1.714.736) (4 031, 154) (4,353,487) 
~561002 RTO Fonna1to<1 Cost Recovery 1,264 2,277 5,018 7 418 
4561003 PJ M EJIJ>BI\Sion Casl Recov 7,507 21 ,553 76.935 84 926 
.4581004 SECA TransmtssiO<\ Rev 227 164 
4561005 PJM Poont to Po!ntTrans Svc 46,035 152,519 557,060 624.207 
4561006 PJM Trans OWrler Admtn Rev 20,128 60.451 201.534 219004 
4581007 PJM Netwollt l~teg Trans Svc 1 172.112 3.544,650 11 ,862989 12.883,519 
4561019 Oth Elec Rev Trans Non Atfil 5.171 12.816 51123 5!>367 
4561028 PJM P<M F<tc CA! Rev Whsl Cu·NA 506 1,627 7 107 7.607 
4561029 P JM NI'TS Revenue WllsJ Cus-NAlf 204,320 6t9,n1 2.,142 574 2 354,501 
4561030 PJM TO Serv Rev Wills Cus-NM 3 239 9,727 33, 1<12 35,905 
4581058 NonAnil P JM Trans Enhntn\t Rev 27,435 62,213 225,880 240.253 
4581061 NAif PJM RTEP Rev for WII>I·FR 1,812 5 435 16,608 17,958 
4551064 PROVISION PJM NilS WllslCus-NAt (1 .T67) (3 562) (17.532) (21 ,839) 
4561065 PROVISION PJM NITS (6,504) (19079) (71 ,497) (83,576) 

.o\ Revenue. Tranamlaalon~onAIIlllatcod 147,341 2,45&,193 8,311,0&3 '·"4,181 
Reven111 • Tranaml11lon 115,314 2,)71,515 7,211,575 7,&51,120 

4210026 8/l A!ll MTM ,A.ssogn 
4210028 Raail:ed AMI F1nanaa1 Assgn 
4210045 UnReal Alf Fin AsSign SNWA 
4210046 Real All Fin 1\sslgn SNWA 
4470001 Sales ror Resale · Assoc Cos 1,463 5.022 8.946 6,421 
4470035 Sis for Rsl · Fuel Rev . Assoc 20,936 36605 101,845 106.1211 
4470128 Sales for Rn-Afl Pool Enl!l'gy 955,589 5,786,177 36,617.597 39,087,076 
4550111 MTM Alf Gl Coal Trading 
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4560112 

4210025 
4210027 
4210035 
4210043 
4470002 
4470006 
4470007 
4470010 
4470011 
4470027 
4470028 
4470033 
4470066 
4470081 
4470082 
4470089 
4470093 
4470098 
4470099 
4470100 
4470101 
4470103 
4470106 
4470107 
4470109 
4470110 
4470112 
4470115 
4470116 
4470124 
4470126 
4470131. 
4470141 
4470143 
-'470144 
4470155 
4470156 
4470167 
4470168 
4470169 
4470170 
4470174 
4470175 
4470176 
4470180 
4470181 
4470202, 
4 470203 
4470214 
4470215 
4470220 
4470221 
4470222 
4560016 
4560049 
4560050 
5ssooao 
5550094 

4540001 

4210049 
4210053 

Kentucky Power Corp Coneol 
Comparative Income Stlltlrment 

l.a...-:GlAI094V 

- GLAOOT SEC a- Umt GLPAPTJ;OHS 

Reaflzed GL Coal Trad1"g-Aifd 
8 Rovenue • Reeallt-AIIIM•Ied 

B/L MTM ~~~gnmonls 
Realized Flnanaal As11gnmen1s 
Gn/Ls MTM EmiSSIOOs • Forward5 
Reallz Shanng Wes1 Coast Pwr 
Sales ror Resale • NonAssoc 
Sales for Resala-Bookoul Sales 
Sales lor Resale-Oplton Sales 
Sates for Resale-Bookout Purch 
Sales lor Resale-Opi!On Purch 
WhsaUMu01/Pb Ath Fuel Rev 
Sale/Resale · NA- Fuel Rev 
Whsai/Muni/Pub Auth Ba"" Rev 
PWR Tiding Trans Exp-NonAssoc 
F1nanoal Spar!< Gas · Realized 
F•nanoill EleCUlc Reahzod 
PJM En8'1JY Sales Mlfll\0 
PJM lmpliat Congesoon-LSE 
P JM Oper Reserve Rov-OSS 
Capaoty Cr Iller Sales 
PJM FTR Revenue-OSS 
PJM FTR Revenue-LSE 
PJM Enetgy Sales Cost 
PJM PI2P1 Trans PUM·NonA!I 
P JM NITS Purch-NonAII 
PJM FTR Revenue-Spec 
P JM TO Admin EJ(p -NonAir. 
Non-Trading Bookout Sales-OSS 
P JM Moler Com!CIIOns-OSS 
PJM Moler Correelli>ns-LSE 
P JM Incremental Spot·OSS 
PJM Incremental Imp CM!I-OSS 
Non-Trading Bookout Pu1cn-OSS 
P JM Contrad 1\1&1 Charge CredJT 
Ftnai\Clal Hedge Reahted 
Realll. Shanng • 06 SIA 
OSS Physical Mlllllin Roclass 
OSS Opt1111 Morgtn Retlass 
MISO FTR Re"enues OSS 
11\!erost Rate Swaps-Power 
Capaoty Sale& T radlng 
Non-ECR Audion Sala&-OSS 
PJM IM\Ise FTR Rev- OSS 
OSS Shanng Reclass - Re1a~ 

OSS Shanng Reclaso-RedueiiOI! 
Trad1119 tntra·book Rodasa 
Auction Intra-book Redass 
PJM OpRes-LSE-Cre<ilt 
PJM QpRes-LSE·ChaiJle 
PJM 30m Suppt Re141rvo CROSS 
PJM 30m Suppl Reserva CH OSS 
P JM Regula~on • OSS 
PJM Sptnntng Reserve . OSS 
PJM Raasdtve • OSS 
Ftnai\CJal Trading Rev-Unreal 
Merdl Genetalton Fln.an -Realzd 
Olh Elec Re".Coal Trd Rlzd G-l 
PJI,4 Hou!1y Net Pun:h ·FERC 
Purchased Power. Fuel 

A Revenue. Reeale-NonAIIIllallod 
A Revenue • Roeale-Raall,nd 
A Revenue. Raaale.alak Mgmt MTM 
A R.venwt • Raaala-Riall Mgmt Acllvlll8o 

Ravoftue • Salea for R ... la 

Rent From EJed Property . AI 
s ReveniM • Olhar Ele-AIIIlllallld 

lntereSI Rate Swap .. BTL Power 
Specul Allow Gatns-502 

Current Mollih 
Nov 201l 

t77,911 

143,7 37 
I 056,778 

l674,119) 

198,976 
467,019 
197 989 

(4 ) 
40,083 

(366.449) 
(48,772) 

(277 D85) 
83357 
37 553 

4502 
171.001 

3,J83,1D3 
(1) 

(1516) 
6 ,640 
(115) 

15,458 
23,881 

(0) 
(97. 146) 

22.007 
96 

(1D1 ,430) 
101430 

(5_D89) 

277 893 
6 .688 

(813.221) 
813.22f 

(4,523) 
4 523 

369.968 
(234 246) 

25 

(535) 
(1,533) 
35.D57 

4 193 
(549,448) 
131283) 

4 ,214,t82 

S,Z4Z.t7 0 

21,851 
:tt,IS1 

l Mo Rolllng 
%013 

&.127,104 

(2. 135,204) 

6 59,615 
1,D35,486 

543.046 
(281) 

118.858 
(1.098,735) 
1,248,154 

161 ,2D4 
5D2,451 
115,67D 
178.507 
219,432 

13,667,603 
(48) 

(6,828) 
23,!06 

(697) 

(1.392 
(4,967 

(D) 
(1,304.811 

62 
55,687 

404 
(335.717: 
335,717 

(9.269) 

807.476 
14,983 

(2,263,451 ) 
2 .263,451 

11 ,493 
(1! ,493) 

1,041 ,887 
(546.717 

25.724 

(2.242 ) 
10.909 

105,685 

2.918 
12 .266.918) 

(155,512 
18,974,111 

22,101,885 

65,55~ 

1$,11$3 

Year-to-Oate 
2013 

11,721;311 

15 
3 567,873 

13 747.917 

(9,611 .391) 

2 503,353 
3,616.298 
1,624,827 

(2.095) 
~26 444 

(3199 352) 
7.539,385 

(3602 500) 
1,516692 

414.530 
348,804 

2,604,694 
52.5,55,278 

(1,312) 
118.229) 

7 ,366 
(1 019) 
(20271 
3 ,030 

48.947 
(OI 

(2.998,040) 
180 

138,91D 
1.500 

(1 .169,818) 
1,169,818 

(32 459) 

4,739.735 
108,532 

11 .590,756) 
1,590,756 

(53951 
5 .395 

3,772 719 
(1.768.075) 

247.656 

9,5 75 
31 ,484 

379.594 

(2) 
34.417 

(8.474,984) 
(491.637) 

tt,l ili,IU 

1 01,R6,211 

24D.361 
240,3&1 

12moRollng 
Nov2013 

31,201,117 

15 
4.275,568 

15,089,345 

(1D.527.775) 

2.7'91 ,313 
4.609.967 
1,883,275 

12.249) 
464.774 

(3,824,425) 
7 ,911,216 

(3,863,482) 
1 670.856 

451,958 
366,547 

2 ,84D,079 
57 304,911 

(1,403) 
(19,870) 
(7,888) 
(1.102) 
36,273 

2,65D 
56,278 

(D) 
(3.086,762) 

19 
(01 

187.335 
46 

(1 532.137) 
1,532.137 

(;12,459) 

5,336 758 
130.831 

(1,930,606) 
1,93D606 

174 
(174) 

4 ,110.125 
(2,D31 285) 

247 735 

9575 
31484 

379 594 

(2) 
S.D45 

(9,306.673) 
(526,684) 

71,111,51 7 

111,11!,133 

282.865 
2S2,U 5 

Page2 
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Kentucky Po-r Corp Consol 
Compustlve Income stalllment 

Page3 

l('n'_ OIW'_ CQJ.IQ_ 

·~131<1'11 

N.ov201l ......... ~. CunwntMonth 3 MoRollll'llll Ya r-toH:I&te 1ZmDRolllng 
018~t.Ot -Ill_ ACCT SEC s .. .,... u..t. Gl.. PRPT CONS Nov 2013 2013 2013 Nov2013 

4210054 Spew! AMow Gains-Seas NOx - - - . 
4265053 Spi!CU! Ahow Loss-S02 - . -
426505-4 Spi!Cul Allow Loss-Seas NOx - . -
4265056 SpeGUI. Allow Lo,.C02 . - . 
4500000 F orfe•tl!<l D"•scounts 200,679 726 494 3,055,203 3,307,057 
4510001 MIScSe~ ReV· Nonaffil 23,211 83S44 359,486 377,438 
4540002 Rent From Elect Propeny·NAC 28,739 46039 99,642 99,792 
4540005 Rentlrom Elec Prop.Pole Atll;h 440,099 1.317,226 5,491 ,781 5,921738 
4560007 0111 Elect Re¥ • DSM Program 387,812 \ ,216831 2 ,806.631 3,082676 
45600\2 Ottl Elect Rev · Nonaffiliated - . 
4560041 Miscellaneous Revenue-NonAffil . -
4560109 Interest Rate SWaps-Coal - . . . 

Revenue • OU.r Ele-NonAmlllated 1,010,640 3 ,lt0,13& 11,112,743 12,788,701 
Revenue · Gil . . . 

4118002 Comp Allow Gatos TIUe IV S02 164 164 
4118003 Comp Allow Gains-Seas NO>< 8,550 16,316 2 6,316 26,316 
4118004 Comp, Allow Ga•ns-Ann NOx 16454 16,45-4 108,637 108637 

Galni(Loaa) on All..-ncn 25,004 12,770 131,111 13&,111 
A Revenue · other Ele-NonAmlllatftl 1,105,544 3,422,1105 11,N7,111 12,1%3,111 

Revenue • ott.r Opr Electric 1,127,31& 3,481,45& 12,118,221 13,11&,613 
0 Revenue Men:han dtalng & Contrad Wort< - -
c: Revenues Non.UIIIIty Operations • Alllll11ld - - . 
0 Revenuee Non-Utility Operation a· NonAI!IIIatad . -

Revenues from Non.IJtlllty OperaUona - . 
c Non-Operating Rental Income - Amllaled . - . 

4180001 NorK:>peratog Rental Income 2 ,600 7 ,800 33,000 37.600 
4180002 Non.Qpr.otng Rnlal ln<>Oper (330) 
4180003 NorK:>pratng Rntallnc.Matnt . . (772) (772) 
4180005 Non.Qpratng Rntallnc.Depr (556) (1 ,6871 (6.114) (6,670) 

/) Non-Opetlltlng Rentalll\come - NonAmlleted 2,044 1,1l3 21,114 2,,12. 
Non-Operating Rental Income 2,044 1,133 21,114 29,121 

c Non-Operating Mtac In come -Amll.tld - - . . 
4210000 Mise Non.()perallng Income . . 
4210302 Mosc Non.Qp lnc-NonAserRents 98 391 20.113 20,413 
4210003 Mise Non.Qp lnc-NonAscRoylty - . -
4210005 Mise Non·OP lnc.NonAsc. Timber . 19302 36,6'16 36,616 
4210007 MISC Non.()p Inc • NonAse . 0111 69 196 10,868 12,385 

0 Non~peratlng Mlec lncoftle - NonAmllatad 117 n ,aat C7,h7 11,414 
Non.~perallng Mloc Income 167 11,111 17,597 5!1,414 

4540004 Rent From Elec:tPrnp.ABO.Nonal 9 ,645 40297 94,111 108,742 
4560015 Otller Bectne Revenues- ABO 63,504 160312 394,194 383.864 

0 Auocloted B~•lneaa Development Income 73,14' ZOO ,Sot 481,l 05 4t2,U& 
Revenue • other Opr ·other 75,350 221,131 512,011 591,1&7 

• tc) Memo: Reven~.Q/h Opr.Qth Aff - . 
'(D) Memo: Reven!Je.{)fh Opr.Q/h Non 75,360 226,631 SIJ2,016 591,867 

Revenue - ott.r Operating 1,202,718 3,715,011 12,770,2!1 13,771,550 

4491003 Prov Rate ReiUnd • Re1a11 71 158 - 4 78,327 478,327 
A PftiVIalan for Rata ~fllnd • NonAIIIIhlled 71 ,158 - 478,327 471,327 
B Provla1on for Rata Refund - Af!llleted . . . 

Provision for Rate RefUnd 71,158 - 4 78,327 471,127 

4210031 Pwr Sales Oullode Svc Tenit.y - . 1,267 1,267 
4210032 Pwr Purcn Oulslde Svc Temtry . (539) (539) 
4210033 Marl< to Mkt Out Svc temloty . ~ . . 

A Revenue-P- Soles . . 721 721 r TOTAL OPERA liNG R£VENUES 11 141727 145'211 705 IR77Uit W7 Otl,451 

"(A) Memo: GFTID Revenue 50,105,555 139,259,325 554,330,583 608,104,570 
•llll Memo: Other Alfilfoted Roi!Vnue 967,812 5,809,750 37,864,271 40,402,013 
•(C) Memo: Rewn~/1 Opr-Oih Alf - . . 
•10} Memo: Rovenue-C/h Of!.r-Oih Non 75360 226,631 582.016 591867 

ft111110: To,., Op.,.tlng RetleftlltiS 51,148,727 145,295,705 592,776,869 647,098,451 
·~•(9/•(C) Memo: Affiliated R..,.nue 117,112 S,B09,750 J7,864,27f 40,402,013 
•(fl"((I•I>Il fllemo: Non-Afll/lated Rewnue 50,110,115 139.485 955 554,912599 606,696,431 

ftl-o: Tota/OpentJrrg RIW8IIIIU 51,148,727 145.295,705 S92,n6,B69 647,098,451 
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~fP.CUIP CQ'~ 

12101V2013 ,.:,, 

5010000 
5010001 
5010003 
5010012 
5010013 
5010019 

5010005 

5090000 
5090002 
5090005 

5020002 
5020003 
5020008 

555()()().4 

5550005 
555()027 
5550046 
5550101 
5550102 

5550001 
5550023 
5550032 
5550036 
5550039 
5550().40 
5550().41 
5550074 
5550075 
5550076 
5550077 
5550078 
5550079 
5550083 
5~ 
5550090 
5550099 
5550100 
5550107 

r 

5000000 
5000001 
5020000 
502002.5 
5050000 
5060000 
5060001 
5060002 
50600().4 

Kentucky Po-r Corp Conaol 
Comparative Income Statllment 

...,..,IA:GINoe<Y 

"""'""" GIJ,CCT JlEC --UM: Gl PAPT CONS 

FUEL EXPEtiSE ~ 

Fuel 
Fuel Consumed 
Fuel - Procure UnlOad & Hlltldle 
A&t1 Sales Proceeds 
Fuel Survey ACIIv11y 
Fuel Oil Consumed 

Fuel Expenae Tollll 
Fuel- Deferred 

Da,.,.d FUel Expa~ .. 
Over Under Fuel E1l'enaa 

Fual h>f: Electric Generation 
Fuel h'on1 Amll•tea fl>f' Electtle GaneraUon 

Allow Con sum Tnle IV 502 
Alfowaryce E;<penses 
An NOl< Cons E>CP 

All-ncee- ConeumpUon 
Urea E>11ense 
Trona EJ<I)enoe 
Activalod Carbon 

Eml .. lona Control - Cl!emlcala 
Totel Fuel for Electtlc Gent1111tlon 

Memo, NonM FueVIU/o'NIEmfs3ioM 

Purc11ased Power-POOl Capaoty 
Purchased Power- Pool Energy 
Pun:h Pwr-Non.fuel Portlcn-Aif 
Purch Power-Fuel Pof1lon.Aflil 
Purch Power•Pool Non-Fuel -All 
Pur Power-Pool NonFuef{)SS-Aif 

P~ue<l Ellcttlclty from AEP - Amllal .. 
Purch Pwr-Non T radlng-Nonasso~ 
Purch Power Capactly ·NA 
Gas-Con\18rsoo~Mone Plant 
P JM Emer Energy Purc11 
P JM lnad1181lent Mlr Res-OSS 
PJM Inadvertent Mtr Rn-LSE 
PJM Aflallary Serv .Sync 
PJM Reaelove-Charge 
P JM Reaeltlie-Credil 
P JM Black Start•Charge 
PJM Bl.ack Sian-Credit 
p JM Regl.llalton-CI>arge 
PJM Regulation.Credlt 
P JM Sponn<ng Reserve-Charge 
PJM Sponntng Reserve-Credn 
P JM 30m Sup pi Rserv ChaJge LSE 
PJM Puro::nases-non-ECR-AUCIIon 
Capaoty Purcha .... Aueloon 
Copaaly purdlases. Trad.og 

PurchaMd Eladrlclty for Raaale - NonAifllllted 
Purchaaad G .. for Reaale- Am'lleliod 
Purchaaed Gal for Raaale - NonA/IIIIaled 

Tobll Purcll&aed P..-r 
GROSS MARGIH . . . 

Oper SupeNIS~on & Eng•neenng 
Oper Super & Eng•RATA-Aifil 
Steam Expenses 
Staam E><p Envoronmental 
Etec:lne Expenses 
Mise Steam Power EJ(penses 
Dresden Mise Sleam Pwer t;Jcp 
Mise Steam Power El(p.,Auoc 
NSR SeHiemsnl Expense 

Currant Month 
Nov 2013 

~0.837 
1,.C068~ 

55476 

669112 
Z,f72,210 
(435,837) 
(4U,I37) 

1,73&,443 

227 
11t 12,5U 
1,912,515 

2,631 ,078 
7686,463 
4 191 ,030 
6.373,771 
1381,714 
3280,886 

25,544,94% 
287,827 

1~940 

(1 ,027) 
19,566) 

571 
9,475 

272.012 
11.033 
69,217 
(4,669) 
12,401 
(2,1431 

39 
225,189 

7 ,226 
8,695 

811,114 

21,434,058 

22.102.01& 

155,772 

46,936 

1,955 
(3.7().4) 

3 MoRoUing 
2013 

110.486 
5.Q75,856 

185,687 

697,181 
I,IMI,210 

(1,817,055) 
11,677,065) 

4,212,15& 

593,841 

3,781 
5t7,522 

609 

109 
4 ,110,3H 
4 ,tt0,381 

7.798 440 
23173,900 
11 ,569,513 
17,189,117 

3,433,389 
12 263,666 
75,421,045 

441 ,977 

75,117 

(4,962) 
117,752) 

(51 ) 
1,706 

28,443 
882,823 

(3,094) 
228 9().4 

(42,810) 
21,893 
(7,198) 
31 ,555 

572.260 
21691 
27,653 

2,251,151 

77118.201 
12.11811t 

443.419 

203, 110 

54,635 
798.443 

4 
5,515 

(3,7().4) 

Year-to-Date 
201l 

289,200 
79,887 746 
2.505 172 

(9,315) 

2,307,041 
84,171,133 
(3'465.,238) 
11.415,2311 

4.~,116 

1 
12,()97 

4,111,214 
1,748,462 

1,741,412 

11,11'!1,271 
11,129,271 

25,393,005 
70 771 .654 
42,413,638 
53975.632 
9 842,906 

46,663.362 
241,010,117 

1 116.644 

376,650 

(13,265) 
(34,7761 

2 ,494 
6,155 

102.700 
3 794,228 

(10,755) 
1 227,723 
(341 ,916) 
57,2~ 

(16,355) 
275,900 

3 631 ,804 
76,569 

172,817 
10,423,160 

245113 542 

1,594,348 
28,000 

728.876 
(71 

362,179 
3A56.899 

4 
19,875 
(9602) 

12moRolllng 
No¥2013 

!03 573 
85.354,810 
2,651t,426 

(9,325) 

3,1110,222 
IUI7,70S 
(6,066,220) 
(&,055,220) 

15,211,411 

5,.289,379 
1 

18,385 
1,307,715 
1,850.029 

0 
1221 

1,150,007 
12,319,251 
t2,llt,Z51 

27.433,987 
78,421 ,361 
45,770,491 
60,133,477 
10,817,702 
51.447,689 

274.024,707 
1,127,127 

396,157 

(9879) 
(32.7371 

2,793 
6 ,800 

111,710 
3,798, 121 

(13,8().4) 
1,346,378 

(400,945) 
58,067 

(17.0841 
275,940 

4,ps3,317 
79,011 

199,518 
11,010,549 

Z150l5.,2JI 

1,883,219 
28,000 

852,162 
(15) 

404,347 
3,924 837 

4 
23.021! 
(9,6021 
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Comp~~ratlve Income Stllt8ment 

PajiOS 

~CCJIII!I,..C040. 

12.C!Ql20131.ill 

Ncv2;01l LAyout Gt-'100<~ CunwntMamt> lMoRaiHng Yar-lo-Oa .. 12mo Rolling 
~ ';20501.<11 """'"'"' Gl N:.cT SEC a- Unit(!~ PIIPl: CONS Nov 21113 2013 20U Nov20U 

5060006 Valunla(Y C02 Comp\lance E)J> . -
5060025 MISC Slm Pwr Exp En111mnmental 3 t7J 16 16 
5070000 Renls - 900 900 

S .. om Gene,.tlon Op E11p 417,145 1,1111,415 5,111,.07 7,1H,It7 
5170000 Oper Supe,..,Sion & Engineering . - 1,074 1,074 

Nuclear Generetlon Op Esp . . 1,074 1,074 
Hydro Gene,.tlon Op Esp - . . -5560000 Sys Control & Load Oispatclllng 12,253 48,285 , 14,91'9 128,539 

5570000 Other Expe~ses 104,785 351.543 1,187,960 1,348.098 
5570007 Other Pwr Exp. Wholesale RECs 6.176 13,467 17,568 17,686 
5570008 Other Pwt EICP • Volun~ry RECs . - -
57570()0 PJM Adln1n·MAM&SC. OSS 15,00.4 17,297 293,695 300800 
5757001 P JM Admln-MAM&SC. Internal 49,283 141,035 611.207 693,257 

Clther Generetlon Op Esp 117,102 131,847 2,226,430 l,Aal,liO 
5600000 Oper Super~~~ Sian & Eng<noen"!) 8U29 258,265 7~.861 875.036 
5610000 Load Ctspa\ctling . - . 
5611000 Loacl Oospatc:ll- ReUaboWty 1,211 2,557 8,802 9,633 
5612000 Load Oispatth-Mntr&Op Tra~~sSys 78,987 211 ,883 742,755 822,639 
5613000 Load Otspatth-Ttai\S Srvt:&Sc:lled . . -
5614000 PJM Aclmln-SSC&OS..OSS 14,672 74,390 286,346 293,459 
5614001 PJM Admtn-SSC&OS..II\temal 47,266 t34.n8 608,802 691 ,914 
5614007 RTO Aclmtn Oelautl LSE. (1.509) (1.509 (9 568) (9,568) 
5614008 PJM Admon Defaults OSS -5615000 Rehbi~!Y,Ping&Stds Develop 10,722 ~2.904 138,020 t55,356 
5818000 PJM Admtn-RP&$05-0SS 3,352 15,786 61 ,330 62,828 
5618001 PJM Admon-RP&SOS.. internal 11,281 30,041 145,312 162 559 
5620001 Slatton E~tpenses • Nonossoe 46,953 100.233 237,811 256,445 
5630000 0Yel'head L1ne E•penses 31638 40695 110.17! 110,932 
5640000 Undefllmund l,111e Expenses - - -
5650002 Transrnssn Elec by Others-NAC 16,209 42,251 168.221 183.893 
5650003 AEP Trans EquaRzat1on Agml - - -5650012 PJM Trans fnhanr.emeni Ctlai'Qe 292.61!6 876.T24 3.2A6 004 3 524,188 
5650015 PJM TO Serv E~p • Afl 5058 6323 7186 7,186 
5650016 P JM NITS E•pense • Affillaled 318,235 965,327 2,323116 2 449,591 
5650011 GFA T(an• Ex!> Unb • Affil•ate . - . 
5650018 PJM Trans Enhancement Credots . -
5650019 Alfil PJM Trans Enhneemenl Exp 16,221 48,664 113 810 119,310 
5650020 PROVISION PJM NITS A!ft E111>ens (30,639) (70,470) 265,136 271 ,655 
5660000 M11c Transmln;on Expenses 99,858 286,843 950,995 1,280,996 
5610001 Rents. NonasSOQall!d . - 6,339 6,339 
5670002 Rents - AssoQated . . 151 
5757002 SPP Adm1n•MAM&SC 0 0 0 

T .. neml .. lon Op Esp 1,04&,531 3,08S,O!O 1D,20f,440 11,274,5.0 
5800000 Oper Supe,..,Sion & Engmeering 52,940 152196 642,591 676.100 
5810000 Load Oispatt/1mg 245 788 2 918 3.251 
5820000 Slatlon Expenses 23,100 39733 145.439 182.19.4 
5830000 Ovemead Une Expenses 90,478 186,0~ 510,864 545,951 
5840000 Undeflln:>Und Ltne Expens"" 7,336 29.271 122,051 128,9n 
5850000 Stteet l.Jghllng & Stgnal Sys E 10,482 39.,256 112,790 111076 
5860000 Meier Expenses 85,068 266,236 586,754 687,907 
5870000 Customer lnstaUat10ns E)J> 12,975 47,604 t53,379 163,346 
5880000 Moscelaneous OtstnbutJon Exp 370,737 949.851 3,653,867 4,518,099 
5890001 Rei\IS . Nonassocated 117,101 365,79.4 1,412,007 1,589, 701 
5890002 Rents. Auoaated 5,489 16,407 60,157 64.761 

Dlatrtbullon Op Esp 775,!51 2,013,111 7,.02,111 1,557,312 
9010000 SupeMSIOn-Cuslomer ~ 25,A79 75.130 267,121 295.329 
9020000 Meter Readll\g E•penscs 931 1,246 3,334 5,239 
9020001 Customer Card Read•no . . 0 
9020002 Meter Readll\9 • RegUlar 28,841 96,171 359,174 393,641 
9020003 Meter Read1ng • Large Power 4,849 9,410 36.242 41 ,267 
9020004 Read· In & Read-Out Meters 4,816 16,045 42,715 46,243 
9030000 Cust Records & Collection E>cp 29.436 8t 711 312,672 371.008 
9030001 Customer Orders & lf1CitJtnes 190,692 520,68S 1.866,697 2,129 369 
9030002 Manua!BIIIlng 3 785 9~17 31 ,853 36.991 
9030003 Postage • Customer Bills 76.219 237,835 796.450 866,839 
9030004 Caslllenng 10,877 26,581 115 274 127,344 
9030005 Colle<11ofi Agent• Fees & Exp 5,955 16.,280 33,681 40,303 
9030006 Cred•t & 011> Co11e<110J' A<:tM 75,901 199,854 708 937 786,637 
9030007 Co1lee1ors 59,408 152,561 531 ,881 596,576 
9030009 Data Prooess10g 13,338 42.454 149,765 166,548 
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9040007 
9050000 
9070000 
9070001 
9080000 
9Da0001 
9080004 
9080009 
9090000 
9100000 
9100001 

9110001 
9110002 
9120000 
9120001 
912001l"J 

9200000 
9200003 
9210001 
9210003 
9210004 
9210005 
9220000 
9220001 
9220004 
9220125 
9230001 
9230003 
9Z<40000 
9250000 
9250001 
9250002 
9250004 
9250006 
9250007 
9250010 
9260000 
9260001 
9260002 
9260003 
9260004 
9260005 
9260006 
9260007 
9260009 
9260010 
9260012 
926001~ 
9260021 
8260028 
9260027 
9260036 
9260037 
9260050 
8260051 
9280052 
9260053 
9280055 
9260056 
9260057 
9260058 
9260060 
8270000 
9280000 
9280001 
9280002 
9301000 

Kentucky Power Corp Consol 
Compantttve Income statement 

Uncoil ACCls • Mose Receovable 
MoseCustcmer Accounts E>cp 
SupeMSIOO • Customer SeMce 
SupeMs!on - OSM 
Customer Ass1stanee E•penses 
DSM-Custcmer Adlllsory Grp 
CUSI Asslstoce Exp, DSM • lnd 
Cusl Auostance E>cpense. DSM 
'lnfo!nlabon & lnstruo:l Advrtos 
Mise CUJI Svc&lnlc~mallcnal Ex 
Mosc Cust Svc & Info E>cp-RCS 

CullloiiMr S.notce and lnfonnallon Op Eap 
SuperviSion · ResiC!enb.al 
Supel'\llslon. Ccmm & lnd 
Oomonstrabng & SeJitng E>cp 
Demo & SePillg E>cp • Res 
Demo & Selhng ExP • Area Oev 

SaleaEspen-
M-.,o: lnau11111ce (ft40 tZID) 

Admlnltitratove & Gen Salanes 
Aclmon & Gen Salanes Tmslr 
Ott Supl & E~p - Nonassooa1ed 
Office Supp!loo & Exp - Tmsf 
Otlice I,JI~oles 
Cellular Phones and Pagers 
Adm1nostrabve,Exp Tmsl- Cr 
Admon E~p Tmsf to Cnstrctoon 
Adm1n EKP nnsr to ABO 
SSA Expenllf> TranSfers BL 
Outsode Svcs Empl -Nonassoc 
AEPSC BoRed to Client Co 
Propeny l~suranre 
1111Uiies ancl Ooma~• 
Safety Oonoers and Awarns 
Emp A<:cdent PrvnOon-Adm Exp 
lnjunes to t:mptoyees 
Wrl<rs Cmpl\stn Pre&S~ Ins Prv 
Prs11af lnjnes&Prop Dmage--Pub 
Frg Be~ Lo1d1ng • Wotllers Camp 
Emplotee Pensrons & Benefits 
E<111 & Pnnt Empl Put>-Salaries 
Pensoon & Group Ins Admin 
Pension Plan 
Group LJie Insurance Premlums 
Group Medical Ins Premiums 
PhySical E>camonaHo~s 
Group L-T Olsabll!y Ins Prem 
Group bontallnsuranc:e Prem 
Trao,.no Admll\lrtrablln fJ!fl 
Employee ACbvlhes 
E'ducabonal Assost.ana~ Pmts 
Postretirement Benef1ls - OPE:B 
Savon(lS Plan Aclmonistrabon 
Savongs Plan ConlnbiJifons 
OeiOfTIId CamiH!nsahon 
Supplemental PenSion 
Fro Bon Loading • Pens1on 
Frg Ben Load1ng - Grp Ins 
Frg Ben Loading- Savongs 
Frg Ben Load1ng • OPEB 
lntercoFongeOtlsel- Oon"t U•e 
fldeflty Stocl< OpQcn Admin 
Postret Ben Medicare SubSAdy 
Frg Ben LoadJnO • Accrual 
Amort-Posl F!ellre!nlent Benefit 
FranchiSe Requorements 
Regulatory Commtssoon Exp 
F!egulaiQtY CommosSAon Exo>-Adm 
RegutatotY CommiSSlan Ex!>-Case 
General Acll/ertfsll'lg Expenses 

Cumnt Month 
Nov 2013 

13.233) 
1,787 

16 446 

306,208 
56,080 
9 ,629 

111,321 

3,723 

26 
l,741 

143,!124 
808,528 

58.352 

(~3491) 
(36,707) 
(3,445) 

140,555 
4,378 

39316 
93,215 

321 
120 

1,516 
69,053 

1,577 
(61 ,193) 
10,326 

820 
1,613 

338,160 
8,256 

258.415 
0 

1,163 
18320 

10 
ill9 

(125,025) 

164,162 

325 
(221 ,148) 
(230,139) 
(76,593) 
42,905 

(121 ,776) 

41 ,089 
180.645 

18,052 
11 ,429 
253&2 

2 
24,876 
4 ,837 

J MoRolllng 
2013 

62.749 
4 ,789 

41 ,468 

131,n6 
14 

979,877 
128.428 
11 ,937 

2,148,311 

26 ..... 
"3,591 

1,993,250 

178.162 
1 

(116,252) 
(122 ,852) 

(3,623) 

472823 
(290,752) 
, t7 947 
279,645 

~20 
2 .422 
1,516 

62,665 
18,089 

(169,408) 
11,032 
2 435 
8.177 

1 ,01~479 

28967 
796990 

1 
3!>00 

56941 
1.45$ 
3 412 

(375,074) 

392,2.48 
70699 

974 
(503,404) 
(533.676) 
(171,603) 
105091 

(279,319) 

12c3,267 
95,062 
54155 
~439 

25,676 
(41 

36,331 
4,750 

Yeat·t~ 

2013 

(55,262) 
18630 

135,290 
(2) 

440 493 
609 

(1) 
2 .806,640 

136.474 
31,415 

1,570,011 

21 .583 
2 

26 
21,510 

2,221,7Zl 
8,452,454 

(522.831) 
(507,8~) 

(7,654) 

2101 492 
(653.543) 
510,531 

1,002,566 
1.787 

10,552 
1.525 

993,080 
81 ,968 

(373.293 
14,443 

9.274 
21 ,511 

3,719,757 
114,244 

3,364,770 
28 

12,930 
216,168 

2,567 
5A53 
4,761 

(1,375,270) 

1,273,532 
11 ,406) 
3,570 

(1 54~,637) 

(1,812,586) 
(527,286) 

71 ,963 
(866,000) 

451.980 
(28167) 
198,568 
130.518 

26'740 
2 

195.332 
5094 

12moRolllng 
Nov%013 

86,41l"J 
19.907 

159 512 
(12) 

490.130 
647 

(1) 
2 ,789.807 

204,761 
36) !68 

t ,6to,l55 

21.583 

• 
25 

21,112 
2,321,U7 
9.709,852 

961,297 
57 

(673.209) 
(554,6«] 

(8,485) 
(51109) 

2.467,349 
46,986 

56J 037 
1,097.368 

1,874 
11,777 

1,691 
964,667 

83,273 
(397,031) 

14.819 
13,509 
25,179 

3.990,169 
125 827 

3,663,316 
28 

11,438 
234 ISO 

2,950 
5,592 
5,466 

11,255,0611 

1,435.292 
12.210 

3 631 
(1 .663,591) 
(1,983.386) 

(802,172) 
(909) 

(954,576) 

498,015 
16.491 

198,568 
142,719 
26,733 

(3) 
215,322 

6 ,720 

Page& 
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t4G¥201l 

098V20;o..o1..01 

9301001 
9301002 
9301003 
9301006 
9301009 
9301010 
9301011 
9301012 
9301014 
9301015 
9302000 
9302003 
9302004 
9302458 
9310000 
931000\ 
9310002 

4116000 

9302006 
9302007 

4265009 
4265010 

4171001 
4265004 

4210009 

4261000 

4263001 

4265002 
4265033 

5100000 
5110000 
5120000 
5120025 
5130000 
5140000 
5140025 

5300000 

5680000 
5690000 
5691000 
5692000 
5693000 
5700000 
5710000 
5720000 
5730000 

Kentucky Power Corp Consol 
Comparative lncom• Stat8ment 

LoyoutGi..Aiooolv 

....._, GI._,\CCT SEC --UNt G~ PliP'f CONS 

N1!W$118PII1 Adven1s1ng Space 
Radio Station Advertlsmg Time 
"TV Station Adver1i510g Time 
Spec Corporate Comm Info PrOJ 
Fa.rs Shows, and Exhibits 
Pub~ct1y 
Oe<llcat)ons, Tours, & Open•ngs 
Pub~c OPIOIOn Survey$ 
Vldeo Commun!CBI,ons 
011\er Corporate Comm Exp 
Mise General Expenses 
Corporate & Fiscal E,ocpen&es 
Re&eard'i Oevetop&Dcmonslr E•p 
AEPSC Non Afflialed e•penses 
Rent& 
Rents. Real Property 
Rents • Personal Properly 

AdmlnllltriUon & General 
Accretion 

Ga.n From D•spoSihon of Plant 
Lon/IGeln) on Utility Planl 

Assoc Bus Dev • M~ll!llals Sold 
Assoc Business Oevelopmanl Exp 

A""acf•ted BualnHI Devetopmenl &pe,... 
Factored CUSI AIR fill> · Affil 
Fact Cust AIR-Bad Oebls-AUil 
Opr Ellp and Faclo111<1 AIR 
WaterHea*-
E~p ot NonVIII Oper • Nonassoc 
SOCial & SeMca ClUb Dueo 
Eapen11 of Non .utility Operation 
M~N~p~·NonAo~ 
Mloc NonOp Elponuo • NonAaloc 

Don allons 
Don1t10n Conb1butlol\l 

PenaiUes 
Provlolon rot Ponalllo• 

CIVIo & Polihcal AciiVIIIes 
CMc & PoiHical ActMUn 

Olller Deductions - Nonassoe 
Oh.1o Merger· Transition Costs 

Other Deductkln• 
Sllutdown Caal Company Ellpenen 

All Other Opeflllonal Elpen• .. 
Operational Elpenlll 

Marnt Supv & Engi11""nng 
Maintenance of StructUres 
Maintenance of 9o~er Plant 
Marnt of B{r Pit Enwonmental 
Mal!nenance of Eleanc Plan! 
Maintenance of Mise Steam Pn 
Malnl MtscStmPit EnVironmental 

Steam GeneraUon ~Qintenance 
Mal<'lt o1 Reactor Plam Equip 

Nuclaat Genentton Malntena.nce 
Hydro Genenllon Matntenonce 
Other Ge,.,.Uon Molntenanco 

Malnt Supv & Eng1neenng 
Ma10tenance or Structures 
Malllt or Computer HardwaTI! 
Ma1nt of Computer Softwa«> 
Ma1nt ol CommunJcaUon Equrp 
Mal<\t of S!at1on Equlpmenl 
Ma111tenance or Ovemead LIOO$ 

Malnt of UndeTI!fOund Lines 
lblllt of Mise T msmu1on Pit 

Tflnoml .. lon Malntlononce 

CumntMonlll 
Nov 2013 

88 

1,910 

7 ,134 
1,327 
(395) 
494 

(0) 

7,635 
12,243 

1,471,104 

~95) 
(~tsj 

(3,820) 
43,461 
n,M1 

64,600 
105,343 
11t,S43 

I 063 
1,013 
1,621 
1,121 

19,112 
11,112 

830 
130 

11,139 
11,13t 

1678 
833 

Z,S11 

206,218 
5,194,374 

101412 
50~9 

964.235 

86350 
27071 

1,2U,40& 

8,778 
361 

1620 
20,156 
~56) 

110,668 
104,310 

21 ,6>43 
217,210 

3MoRolllng 
2013 

1.524 
12 

1.925 

1912 

9 .993 
(5095) 
7,419 

753 
0 

22.906 
34,977 

3,&07,&11 

(885) 
(115) 

(21,824) 
140,937 
111,313 

185,4-40 
291 ,438 
47&,871 

1,981 
1,811 
2,701 
2.701 

59,468 
n,<~te 

833 
Ill 

42,939 
42,131 

34,015,550 
4,216 

34,011,711 

34,104,515 
41,374,714 

341 ,140 
217.21 7 

1.968,779 
(9) 

(253,612) 
96. 133 

2,3&9,641 

21 ,771 
(4841 

4,883 
54,ns 
7,054 

298,800 
343.963 

42,105 

77Z,f72 

Ynr-t~te 

2013 

21,259 
46 

2.715 

1,962 
7 

23,470 
77,100 
19,499 
2,899 

1 
1,363 

84,540 
102,650 

11,310,471 

(3,241 
(3,241) 
41 ,667 

231 ,740 
273,401 

768,016 
1,056.023 
1,124,031 

50214 
60,214 
10706 
10,701 

255,621 
255,121 

3 ,876 
3,171 

216 478 
211,47a 

34,017 889 
18,199 

34,034i,OU 

31,397,022 

17,511,saa 

1,619818 
553,382 

SA20c!!SO 

2.849,!!27 
488·,685 

12) 

10,131,351 

96,70.. 
10 805 
18847 

253135 
23 232 

693,098 
1 543,978 

62,239 
2,702,038 

1 Zmo Rolling 
Nov 20!3 

2.8. 196 
636 

2 ,876 

1,958 
7 

32.292 
144,545 
19,450 

3.123 
41 

1,363 
92,360 

106,611 
1S,141,15t 

(3,500) 
(3,600) 
63,244 

24S,723 
308,9f7 

835,833 
1,151,906 
1,117,739 

51 ,142 
51,142 
12,408 
12,408 

299,703 
2tt,703 

3,876 
3,87C 

274,532 
274,132 

34,018,161 
18,199 

34,034i,3IO 

lC,CU,76t 
ts,O&I,C05 

1,862,073 
600,799 

6 .079,585 

2.962,368 
513,513 

12,018,331 
f 1) 
(1) 

114,682 
12,942 
23.244 

297,902 
26,988 

748,729 
1,841 ,172 

70.572 
3,131;231 

PaQl! 7 
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Kentucky Power Corp Conaol 
Compam.lve lnconut Stalllment 

Page8 

KYP p:YM' COlSQ... 

t2JC*'201' t. lt 
NO¥Z1l IAYOIII:G1..410114V CurnniMontll lMoRoUing Year-to-Oat• 1ZmoRoiQng 
018 V2.011-01..01 Account GL,_ACCT SEC a-~,_. Unit. Gl PAPl CONS Nov20U 2013 2013 Nov 2013 

5900000 Mamt Supv & Engoneenno 63 3'14 I 100 t i092 
5910000 Maintenance ol Structures 412 12.341 25,315 29,031 
5920000 Mamt ot Stabon Equipment 51 ,991 185,627 740321 784,692 
5930000 Maintenance of Ove"'ead Lines 1,796,337 5,527,277 23.025162 25.A57,657 
5930001 Tree ano Brush Control !3.637 96,3!5 346057 388113 
5930010 Stann El<j)ense Amortization 391.537 1,174,611 ~)306.907 4.698,444 
5930011 EML Oe'I!C8 Elq>ellse • Alfr'l!a te - . 
5940000 Mll!nt of Underground Lines 883 19,586 231 ,648 240994 
5950000 Mlllnt o! Lne Tmi,Rglators&OVI 5,482 24,600 5~,1!1 54,200 
5960000 Ma{nt of St.ft Lghtng & Sgn.al S 6 ,61 5 13.122 58,610 64,915 
5970000 Maintenance of Meters 6 .673 15,178 51 ,576 57,916 
5980000 Main! of Mlsc; Oiotr\l>u!IJ)n Pit 31,064 50,942 107,696 117,763 

Dlolrtbutlan Malnttnonce 2,324,114 7,1111,tl3 21,147,113 31,194,817 
9350000 Maintenance of General Plant - - . . 
9360001 M01nt of Structures· Owned 25,012 66.;!66 3()8,.133 523_1 98 
9350002 Mamt ot Struelures - Leased 6366 9,569 48,]31 $3,271 
9350003 Maint or P!l>ftY Held fu,re Use - - 0 0 
9350007 Mamt of Rad1o Equ•p - Owned - -
9350013 M01nt of Cmmnca.bon Eq-Unall 65,937 209,836 7'.!3,119 817.045 
9350015 Maint of Office furroture & Eq 15,599 35.256 308,613 306,613 
9350018 MBlntenance of VIdeo Equ1pment - - 654 654 
9350019 Main! or Gen Plant·SCADA Equ 16 46 150 150 
9350023 s~. Commun!cattans SeiVICGS - -
9350024 Malnl of DA-AMI Comm Eq111p 25 3,311 6 ,266 6 .286 

AdmlnlatniUon & General Malnttnance 113,954 315,211 1,405,115 1,701,217 
All Other M*lnlolWice Expe111oo . - . -

Molnmnan~• Eapen ... 3,135,331 10,&87,731 43,917,103 48,7SI,U3 
Talal Matntem~nce and Oporallonal Eapamu 1,121.701 n,ts2,u2 131,574,191 143,117,208 

4211000 Gain on DspsJOon or Property - - (1 ,768,048) (1,768,048) 
Go.ln on Dlopoeltlon of PRipeliy - . (1,711,041) (1,718,0411 

4212000 loss on Dspslbon of Praperty . . 7 ,425 7,425 
Losa on Dlopooltlon or Properiy . 7,425 7,42& 

Losi(Galnl of Sale of Propoliy . . (1,780,813) (1,710,&23) 
Memo· Operational and Sa/& ofPropelfy 5,!94,374 48,374,194 85,825.965 93,297,982 

4040001 Amolt of Plant 324,088 941,733 3,415,290 3 ,701,411 
4080001 AmDft o! Pit Acq Ad) 3,218 9,654 35!98 38,616 

ODA Amortization 327,31& 151,317 3,410,111 3,740,027 
4073000 Regulatort Debils 24,091 72.272 265 206 289,297 

DDA Regulatory Debita 24,051 72,212 2U,20f 289,297 
DtiA Regulatory cr.- - . - -

Amortization 351,396 1,023,551 ),715,114 4 ,021,324 
4030001 Oepreoafton El<j) 4,487,920 13,359,020 49,067,456 53.A36,633 
4030021 AEPSC Bell Hawelltnsener - - 243 

DDA Depr.cfltlon 4,417,1120 13,351,020 41,017,451 13,431,171 
DDA STI' Nucleor Do~ommlaolonlno - . ~ -
DDA A111el Rell....,.nt Obllgollon - . . 
DDA Reln!IVal Coati . . . 

Dop-lllttan 4,481,!20 13,351,020 41,011,451 52,4)1,871 
Depn~claUon and Amortization 4,1tt,31S 14,312,179 52,713,)51 &7,411,200 

408100800 State Franchise Taxes . - -408100809 Stale Franch1se TaJ<e~ . -408100810 State Franc/use Taxes - . - -408100811 State FranchiSe Ta•es. - 122,194) 
408100812 Slate Franc.h11e T .. &s (9,120) ~9 12fl) (9,120) (9,1201 
408100813 Stale Frandltso Taxn - 3,782 3,782 

Franclllo•T• ... (1,1201 (1,120) ,,,,,., (V,U2) 
408100600 State Gross Receipts Tax - ' 71,358 71 ,358 
408100808 Slate Gross Receipts Tax - fl2 336) (12,336) (12,336) 
408100609 State Gtoss RecelQts Tax - (26 747) (26,747) (26,747) 
408100610 Slate Gl'oss Receipts Tax - . -408100611 State Gross Rece1pts Tax . . - -408100612 State Gl'oss Receipts Tax - . (31 ,461) (20,461) 
408100613 State Gross Receipts Tax (9,602) 398 49,371 49,371 

Revenue~Wht T8lea (t,S02J (31,115) 50,115 11,115 
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l 

4081002 
4081003 
4081007 
4081033 
4081034 
4081035 

408100506 
408100507 
406100508 
408100509 
408100510 
408100511 
408100512 
408102908 
408102909 
406102910 
408102911 
406102912 
406102913 
408103808 
406103809 
408103810 
408103811 
408103812 
408103813 
408200509 
408200510 
408200511 
408200512 

408101809 
408101810 
408101811 
408101812 
408101813 

408101410 
408101411 
408101412 
408101413 

408101710 
408101711 
408101712 
408101713 
408101900 
408101909 
408101910 
408101!111 
408101912 
408101913 
408102210 
408102211 
408102212 
408102213 
40!201A10 

4190002 

kentucky Power Corp Coneol 
Comparative Income Slat.ment 

~..: GUIOIIO<V 

...,.unt 01, NXT "J'C -Unit Gl. PRJ>T ccms 

FICA 
Federal Unemployment Tax 
State UnempJoymen!Tax 
Fsmge Benefit Loadong • ACA 
Fnnge Benefil Loadl'og • FUT 
F'nnge Benefit Loading • SUT 

PayroiiTOJH 
ClpecllyTaxea 

Real & Personal Properly Taxes 
Real & Personal Properly Taxes 
Real & Persona! Properly Taxes 
Real & Personal Property Taxes 
Real Pe,.onal Proper1y Taxes 
Real Personal Propenv TaQs 
Real Pen.onal Propeny Taxes 
Reai/Pers Prop Tax.Cap Leases 
Reai/Pers Prop Tax-Cap Leasu 
Rea~Pen Prop Tax-Cap Leans 
Rea~Pers PropTax.Ca~ L .. ..,. 
Reat-Pers Prop Tax-Cap Leases 
Rea~Pers Prop Tax-Cap Leases 
Real Prop Tax-Cap Leases 
Real Prop Tax-Cap Leases 
Real Prop Tax.Cap Leases 
Real Prop Ta~·Cap Leases 
Real Prop Tax-Cap Leases 
Real Prop Tax-Cap Leases 
Real & Personal Properly Taxes 
Real Personal Property Taxes 
Real Pen.o~al Properly Taxes 
Real Personal Properly Taxes 

Propetty Tax .. 
51 Publ Serv Comm TP'IFees 
S\ Pub! Serv Comm T ax-Fe .. 
St Publ Serv Comm Tn-fees 
Sl Ptd>l Serv Comm Tax-Feas 
St Publ Serv Comm Tax-Fees 

RegWIIoryF ... 
Federal Exase Taxes 
Federal Exase Taxes 
Federal Exase Taxes 
Federal Exase Taxes 

Producllon Tun 
St Lu;RgstrtiOn Tax-Fees 
St Lrc-Rgstrt10n Tax-Fees 
S\llc-Rgs\rtron Tax-Fees 
St Uc. Rgstr\ro~ Tax-Fees 
Stale Sales and Use Tues 
Stale Sales and Use Taxes 
Slale Sales and Use Taxes 
State Sales and Un Taxes 
State Sates and Use Taxes 
Stale Sales and Use Ta~es 
Mun~pal Ucense Fees 
MvnkJpalllcense Fees 
MurfrclpaJ license Fees 
Mumapal Ucense Fees 
St lJc.Regll\rallon Tax-Fees 

Mlacellaneoua Taxu 
Oilier Non-ln<DIM Taxea 

Tuao Oilier Than Inc ana Taxel 
TOTAL Of'ERAliHG EXPENSES 

flhmo: sec 7ota/ Opetalrll!l E.,e112s 

OPERAllNG INCOME 

I I • • I 

lnt & !ll.,dend Inc. Nonassoc I 

Cu""ntMonUI 
Nov 2DU 

226,551 
83 

163 
(1•0.006) 

(979) 
(2,101) 

13,711 

828.285 

2,250 

78854 
11,154 

5,900 

717 

1,&17 
&,&17 

U 7155 
14W180 
43,32,121 

7116,107 

3 MD Rolllng 
2013 

647,291 
129 
324 

(311 ,570) 
(2.251 ) 
(4,8.1) 

Ut,OI1 

2,484,856 

237 
4,329 

6,750 

16,202 
2,5f2,373 

238,561 
231,511 

25 
5,900 

2.278 

1,203 
8,203 

3031413 
1'_1,313,1124 

'161,080,210 

11371U05 

Year.(...O.te 
2013 

2,238.639 
17.384 
38,825 

(958,811) 
(7.888) 

(1. 355) 
1,313,774 

811 

52,599 
18,710 

9,111 Jc38 

(10.038) 
(3,4871 
15,873 

24 750 

53,938 
9,2S4,U1 

515,095 
394,268 
tot,ll4 

2 ,489 
2,411 

60 
342,470 

1109 
10,322 

32.5 

314,216 
36&,775 

11111,250 
1M4U185 

50n7,373 

116,3091 

12m a Rolling 
Nov 2013 

2 ;551,356 
34,859 
38.872 

(1.096.018) 
(8,553) 

(15,730) 
1,&04,717 

811 

52,599 
819,047 

9111 ,336 

(104,116) 
(10,038) 
(2, 100) 
15.873 

1,995 
24.750 

4,713 
53,938 

9,UI,80& 

600,944 
394,268 
tt5,213 

2 ,489 
2,41t 

2 .312 
10,322 

325 

355,411 
357,171 

12,150437 

511,107,73& 

57,210,714 

l\8,279 

Page9 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1403 of 1829

Kentucky Power Corp Conaol 
Comparwttve Income Stlltament 

Pogo 10 

~JXlllf'l-a::t.iiO 

\2.QV2013 lt'l \ 

NOOt2013 Loyo..t: GWOQIII Cumont Month 3Mo Rolllnv v •• ,..to--aa•• 12moRontng 
008-1.01 

"""""' GL Aa::f SEC llol"'-• """"G1, PAPT CONS Novtou .zou .zon Nov 2013 

lrde,..t & Dividend NonAfYIItat.d (11,247) (11,&84) 111,30! 111,279 
4190005 lntan!st Income. Assoc CBP 3462 11,958 33,657 35,813 

lnl8,.at & Dividend Alnllolod 3,412 11,111 33,&57 35,813 
Tolallnt....t & DIVIdend Income (14,784) (U,7K) 141,111 1&4,0!2 

4210039 Carrymg Charges 5.860 11,955 71,213 78,407 
lme,.al & Dividend Carrying Cllllrgo 5,140 17,155 71,213 71,407 

Memo: Totalln/otest & Dividend Income wiCarrylllf} {71,!24) (41,750) 221,171 2U,4SI 

4191000 AUw OU> l"nds Usd Dmg Cnstr 140 090 323,832 1,319,127 634,341 
AFUDC 1o&o,1190 !23,132 1,311,127 &34,341 
Gain on Dlapooltlon of Equity tnveotments . . . -

lrder .. t LTD FM8 - -
lnta,.al LTD IPC . . -4300001 Interest El<P • Assoc N011-CBP 87,500 262.500 962,500 1,050,000 
lrde,.ol LTD NoiU Payable· Alllllallld 17,500 212,500 112,500 1,050,000 
lnte"'lt LTD NOIIa Payable • NonAimlotad . - . 
lrde,.ot LTD O.hntwu . . - -

4270006 lnt on L TO ·Sen Unsee Note& 2,833.226 8,499,617 31.165,481 33,998,706 
lnlttfut LTD Senior Unaecu,.d 2,833,22& 1,415,&17 U,1&5,411 33,118,708 
lnte"'ot L 11) ottler- Allll . . . -
lnte,.at LTD Olhlor • NonAim . - . . 

lnte,.al on U>ng-Term Debt 2,120,721 8,712,117 32,127,111 35,041,70& 
4300003 lot to Auoe Co - CBP - 12,010 13.U3 ,_,.It 511)-"'"' . - 12,010 13,143 
4310007 LJnes Of Credit 49.172 151,024 570.~94 619,340 

tnte"'ot sro-NonAml 4t,172 151,024 170,4!14 &11,340 
lnte,.•t on Shaft Term Debt 4t,172 111,024 612,603 &32,413 

~2e0006 AIM% Osent&E•·p..sn Unsee Nole 39,266 117,797 431,921 471 .186 
Amol't of Debt Dloc, P,.m & EJip 39,21t 117,117 431,!21 U1,185 

4281004 AIM% Loss R(Jiwed Oebt-Obnt ~804 8,412 30.&4~ 33,8-49 
Amol't Lou on ReacquiNd Debt 2,804 1,412 30,845 33,549 
Amol't Gain on Reacqutrod Debt . . . 
Other lnte...t -Fuel Recovery . - . . 

43100!)1 Other l~terest)Oxpense 775 2,261 23.433 24.139 
4310002 lntere51 em C..stomer Oepos•ts 3,321 10,801 38,568 41500 
4310022 Interest E>cpense • Federal fall . (7 ,981) 12874 
4310023 tnte"'st E_"J>8nse - Slate Tax 1.117 1,163 .. ~ 5.,427 

ou..r lnto...t- N-rn• 5,213 14.228 11,484 U,MO 
OU..r ll!llt"'at Eilpenoe - Ami - - -
Jnta,.at Rat. Hedgo Ullntatu.d (Gell\1/loaa . . . 

4320000 Allw Brrwed Fnds Used Cnstr'<:r (100,625) (224,282 (913 ,117) (423.282) 
AFUDC-Borro .... d Funds (100,125i (224,212) (513,117) (423,212) 

T-llnta,.ot Cha'11ft 2 t17154 112,353 32,311.117 35141.112 
L INCOME BEFORE INCOME TAXES ond EQUITY EARNINGS 'OOtt11 (t2,311 171 1t,ltt,OI2 22,310,&71 

INCOME TAXES Jnd EQUITY EARNINGS 

4091001 Income Taxes, UOI· l"edenll 11.280,6'14) (1,104,491 3,592,997 [196,611) 
4092001 Inc Ta11. oth lne&Oed-Federal 4.044 862,594 1,192,336 1,183,828 

Federal CuiTint Income Tu (1,271,&70) (441,117) 4,715,332 tl7,215 
4101001 Prov Del 1/T Ulil Op Inc-Fed 13.042.213 18,874,736 45.523,865 58.670 117 
4102001 Prov Del liT Oth 1&0 • Federal 28,941 30,249 35,443 36,097 
4111001 Pr11 Del liT ·Cr U~l Op lnc-F ed (7,378.514) (11,451 ,005 (31 ,386,7621 (40 748,856) 
4112001 Prv Oef 1/T. Cr Oth 1&'0-Fed (40,807) (12,658,369) (12,658,369) (12.673,798) 

Fedaral Dot.ITid Income Tax 5,151,132 (5,204,311 1,514,171 5,213,121 
~114001 lTC Adj Unhty Oper- Fed (19,167) (57,502) (210,842) (234,010) 

Federallnll .. tmont Tu Cradfi:a (15,157) (&7,502 (210,142) (234,010) 
Fedarallncomo Taus 4,158,015 (5,703,718 5.011,118 1,01&,121 

~09100200 Income Taxes. UOI · State 
409100207 Income Taxes, UOi • State 
409100208 Income Taxes, UO\- State 
409100209 Income Taxes. UOI· State 
409100210 Income Taxes UOI · State 
409\00211 Income Taxes UOI - State 
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Kentu~ky Po-r Corp Contol Page 11 

Comparative ln~ome st.tament 
a"'_Cii::IR"_CQ;sa. 

1:votv.z0131U1 

N .. 20tl IAIOI't; GI..AIOGoiV Current Month l MoRolllng Yoor~...O.Io 1ZmoRolllng 
ooa V20Q0.01..o1 ~nt Gl,_AOCT SEC ~ ..... \J"It ~PAPT CONS Nov 1013 1013 2013 Nov1013 

409100212 lomme Tal«!& UOI · State (175,242) (175.242) (175,24Z) (555.889) 
409100213 Income Takes UOf . State 387,991 636,335 2,655,835 2 ,655 835 
409200209 Inc Ta .. Olh Inc & Oed . State . . . . 
409200210 In,; Tax Oth Inc Ded- State . . 
409200211 Inc Tax Olh Inc Dad . Stale - . 
409200212 Inc Tax Oth Inc Dad - SIBle (4,867) (4,867) (4,867) ((;.510) 
409200213 I neT ax Olh Inc Oed . Stale 16,588 123,693 2011,848 209848 

State Cumtnt Income Tu 224,470 171,819 2,8U,I71 2,3D3,Z85 
Stele Defllmlll lncome Tax . . . . 
State Inve- nt Tox Crodlto . . . . 

Stele Income Taxes Z%4,470 571,t1t 2,115,171 2,303,216 

Local Curnnt Income Tax . . . . 
Local Dohtmtd Income To• . . . 
Locallnv .. tmoont Tu Cradlts . . . . 

Locallneome Taxn . . . 

Foralgn Current Income Tu . . . . 
Foralgn Olhtmtd Income Tox . . . 
Faralg n tnvoalment Tax Crodlts . - . . 

Foralgn Income Taxoa - - . . 
Tobit lflcome Tuoo 4,$10,511 (5,113,Ht) a,n4,Z4l 1,340,111 
Egu!!x Eornlnp ol Subo - - . -

I ltNCOME A~R INCOME TAXES and EQUITY EARNINGS 421,353 (17 1114101 f1114111 13t70711 

Dlaconllnuod Oporatlono (Not o1 Taxoa) . - . -
Cu'""latlvo Eftect ol Accounting Chan goo - - . 
Exttaordlna~ lncome/l!i!f!naooj . - . . 

I NET INCOME 4Z8,3&3 (17 1!14 tol 11114,118 13170 711 

Minority lnleraat . - . -
P""•"'"' Slocl< Dhlldond Subo . . . 

I &mlnR! to Common Shloraholdora 42U53 117 1114 101 11114,811 IU707t1 
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Run Date: 12/1012013 14:55 

X_OPR_COS RptiD: GLR220011 Layout: GLR2200V 

KYP CORP Cl V209~1-01 Acct: PRPT _ACCOUNT BU: Gl_PRPT_C:ONS 

ASSETS 

PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL 
COt!!STRUCTION WORK IN PRQGRESS 
ELECTRIC UTILITY PLANT 

less Accum Provision - Deere. Deel1 Amort. 
NET ELECTRIC UTILITY PLANT 

Net Non Utility Property 
Investment in Subsidiary & Associated 
Other Investments 
Other Special Funds 
Allowance - NonCurrent 
Long Term Energy Trading Contracts 

OTHER PROPERTY AND INVESTMENTS 

Cash and Cash Equivalents 
Advances to Affiliates 
Acct Rec - Customers 
Acct Rec - Miscellaneous 
Acct Rec - AP for Uncollectible Accounts 
Acct Rec • Associated Companies 
Fuel Stock 
Materials and Supplies 
Accrued Utility Revenues 
Energy Trading 
Prepayments 
Other Current Assets 

CURRENT ASSETS 

REGULA TORY ASSETS 

TOTAL DEFERRED CHARGES 

TOTAL ASSETS 

Kentucky Power Corp Consol 
Comparative Balance Sheet 

November 30, 2013 

Month End Balances December Balances 
2013 Last Year 

561,361,847.74 558,934,668.00 
497' 193,758.87 490,152,082.00 
688,421 '711 .63 652,615,328.83 

56,659,967.45 57,451,300.18 
56,045,464.54 44,.281,291.91 

1 ,859,682,750.23 1,803,434,670.92 
(6531765,682_ 34) {624.238.902,51~ 

1,205,917,067.89 1,179,195,768.41 

2,684,612.69 5,498,717.60 
0.00 0.00 

255,519.67 260,727.67 
0.00 0.00 

2,361,233.00 2,361,232.37 
3,745,516.81 6,881,654.n 
9,046,882.17 15,002,332.41 

513,527.03 1,925,747.09 
11,884,571 .46 0.00 
11,079,910.44 12,676,052.64 

2,684,555.33 3,141,697.43 
(77,561.68} ( 141,538.08) 

6,713,943.26 9,241,088.58 
64,165,493.37 69,147,176.47 
20,021,028.27 25,061,279.42 
('1 ,875,495.08) 816,939.53 
4,659,539.74 6,174,819.72 
1,545,719.70 1,569, 794.80 
1,050,536.68 1,660,942.94 

122,365,768.52 131,274,000.53 

208,512,736.21 214,900,829.18 

44,323,795.36 78,498.,798.33 

1,590,166,250.15 1,618,871,728.86 

Variance 
s 

2,427, 179.74 
7,041,676.87 

35,806,382.80 
(791.332.73) 

11,764,172.63 
56,248,079.31 

!29.526,779.83! 
26,721,299.48 

(2.814 104.911 
0.00 

(5,208 00) 
0.00 
0.63 

(3,136.137.96) 
(15,955,450.24) 

(1 ,412.220 06) 
11 ,884,571.46 
(1 ,596,142,20) 

(457,142 10) 
63,976.40 

(2.527 .145.32) 
(4,981,683.10) 
(5,040,251 .15) 
(2.692,434.61) 
(1 .515,279.98) 

(24,07510) 
!610.406.26) 

(8,908,232.01) 

(6,388,092.97) 

(34, 175,002.97) 

{28,705,478. 71) 
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Investment Accounts for Fun1ct1onal Property Split at November 2013 FINAL 

Consol Unit Acct 

KEPCO 110 1010001 
KEPCO 110 1011001 

KEPCO 110 1011012 

KEPCO 110 1050001 

KEPCO 110 1060001 

KEPCO 117 1010001 
KEPCO 117 1011001 

KEPCO 117 1011012 
KEPCO 117 1050001 

KEPCO 117 1060001 
KEPCO 180 1010001 

KEPCO 180 1011001 

KEPCO 180 10 11 012 
KEPCO 180 1050001 

KEPCO 180 1060001 
KEPCOTotal 

Preparer: Matthew Cowley, Property Accounting, Canton 
Checker: Fred Francis, Property Accounting - Canton 
Reviewer: Janet Swanger. Property Accounting, Canton 

PSQuery 

701 ,895,710.67 

3,428,204.65 

16,140.87 

627,603.73 

26,437,959.76 
559,390,089.73 

1,422,281 .93 

3,190.65 
6,778,355.00 

1 '755,494.96 
461,835,539.42 

880,035.68 
1,458.62 

0.00 

39,165,220.02 
1,803,637,285.69 

Sources of Information. Report GLA8300V. PowerPiant Asset - 1042 Report, 
Leased Asset Management System Report and PeopleSoft GL Query 

Pr~tductlon Transmission Distribution 

0.00 0.00 663,620,301 .00 

0.00 0.00 0.00 

0.00 0.00 0.00 

0.00 0.00 627,603.73 

0.00 0.00 24,173,806.90 

5Ei2,506,916. 92 1 ,646,138.49 0.00 

874,501 .15 0.00 0.00 

0.00 0.00 0.00 

6.n8,355.oo 0.00 0.00 
1,202,074.67 147.04 0.00 

0.00 457,330,561.41 0.00 

0.00 0.00 0.00 
0.00 0.00 0.00 

0.00 0.00 0.00 

0.00 38,216,911 .93 0.00 
5Ei1 ,361 ,847.74 497,193,758.87 688.421 ,711 .63 

Property Accounting 

General Total 

38,275,409.67 701,895,710.67 
3,428,204.65 3,428,204.65 

16,140.87 16,140,87 

0.00 627,603.73 

2,264,152.86 26,437,959.76 

5,237,034.32 559,390,089.73 
547,780.78 1,422,281 .93 

3,190.65 3,190.65 

0.00 6,778,355.00 

553,273.25 1,755,494.96 

4,504,978.01 461 ,835,539.42 
880,035.68 880,035.68 

1,458.62 1,458.62 

0.00 0.00 

948,308.09 39,165,220.02 

56,659,967.45 1,803,637,285.69 

12/18/iDilSMK5BeilM\Regulatory & Governmental Reports\Kentucky Power Monthly Report KPSC\2013\2013 11 Nov\PA_Functional Split November 2013 FINAL mrc_ v1_ SEND.xlsNovember 2013 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1407 of 1829

Authorized: 2 ,000,000 Shares 
Outstanding: 1 ,009,000 Shares 

Common Stock 
Premiom on Capital Stock 
Paid-In-Capital 
Retained Eaminas 

COMMON SHAREHOLDERS' EQUITY 

PS Subject To Mandatory Redemption 
PS Not Subject Mandato~ Redemetion 

CUMULATIVE PREFERRED STOCK 

TRUST PREFERR.ED SECURITIES 

Long-Tenn Debt Less Amt Due 1 Yr 

CAPITALIZATION 

Obligations Under Capital Lease-NonCurrent 
Accumulated Provisi on Rate Relief 
Accumlated Provision • Miscellanous 

Other NonCurrent Liabilities 

Preferred Stock Due Within 1 Year 
Long-Term Debt Due Within 1 Year 
Accumulated Provision Due Within 1 Year 
Short-Term Debt 
Advances from Affiliates 
AlP General 
AlP Associated Companies 
Customer Deposits 
Taxes Accrued 
Interest Accrued 
Dividends Accrued 
Obligation Under Capital Leases 
Energy Contracts Current 
Other Current and Accrued l iabilities 

Current Liabilities 

Deferred Income Taxes 
Deferred lnvesbnent Tax Credits 
Regulatory Liabilities 

2440002 L T Unreal Losses - Non Affil 

Kentucky Power Corp Consol 
Comparative Balance Sheet 

November 30, 2013 

50,450,000.00 
0.00 

238,523,326.88 
176,943,733.96 
465,917,060.84 

0.00 
0.00 
0.00 

0.00 

549,374,781.25 

1,015,291,842.09 

1.814,781.14 
0.00 

34,580,819.24 
36,395,600.38 

0.00 
0.00 
0.00 
0.00 
0.00 

21,245,496.59 
36,976,432.55 
25,136,333.27 

9,240,911 .69 
11 ,057,801 .79 

0.00 
1,095,591 .08 
2,098,566.53 

14,571 ,117.40 
121,422,250.90 

401,730,492.40 
144,917.20 

8,958,919.07 

2.299,99o.2o 1 

Page 13 

50,450,000.00 0.00 
0.00 0.00 

238,341 ,119.49 182,207.39 
190,818,915.56 p3.875,181 .61) 
479,610,035.05 (1 3,692,97 4.22} 

0.00 0.00 
0.00 0.00 
0.00 0.00 

0.00 0.00 

549,221 ,950.00 152,831.25 

1,028,831 ,985.05 (13,540, 142. 97) 

1,674,300.89 140,480.25 
1,635,430.00 (1 635.430 00) 

34,033,794.12 547,025.12 
37,343,525.01 [947,924.63) 

0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 

13,358,855.63 (13,358,655.63j 
30,336,776.64 (9,091 ,280.05) 
41 ,052,680.18 (4,076.247.64) 
23,484,964.81 1,651,368.46 

6,548,714.64 2,692,197.05 
7,166,695.02 3,891 ,106.77 

0.00 0.00 
1,403,875.95 (308,284.87) 
3,320,068.02 (1,221,501 49) 

17' 797,808.10 (3,226,690.70) 
144,470,438.99 (23,048,18&.10) 

385,153,166.17 16,577,326.23 
355,758.82 (210,841 .62) 

13,.831,965.72 (4,873,046.65) 

4,200,196.07 (1 900,205.87) 
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X_OPR_COS 

KYP CORP Cl 

2440022 
2450011 

2520000 

2530000 
2530022 
2530050 
2530067 
2530092 
2530112 
2530114 
2530137 

Rpt 10: GLR2200V Layout: GLR2200V 

V20~01-01 Acd: PRPT ACCOUNT BU: GL PRPT CONS 

UT Liability MTM Collateral 
UT Liability-Commodity Hedges 

Long-Term Energy Trading Contracts 
Customer Adv for Construction 

Customer Advances for Construction 
Deferred Gains on Sale/Leaseback 
Deferred Gains on Dispostion of Utility Plant 

Other Deferred Credits 
Customer Advance Receipts 
Deferred Rev -Pole Attachments 
IPP • System Upgrade Credits 
Fbr Opt Lns-ln Kind Sv-Dfd Gns 
Other Deferred Credits-Curr 
Federl Mitigation Deferai(NSR) 
Fbr Opt Lns-Sold-Defd Rev 

Other Deferred Credits 
Deferred Credits 

DEFERRED CREDITS & REGULATED LIABILITIES 

CAPITAL & LIABILtnES 

Kentucky Power Corp Consol 
Comparative Balance Sheet 

November 30,2013 

Month End Balances 
2013 

December Balances 
Last Year 

(80.190.00) 
0.00 

2,219,800.20 
98,335.50 1 
98,335.50 

0.00 
0.00 
0.00 

2,255,385.48 
142,313.25 
268,126.70 
157,406.00 
221 ,616.17 
754,941.55 
104,303.27 

3,904,092.42 
6,222,228.12 

417,056,556.79 

1,590,166,250.16 

(582,545 00} 
82,731 .00 

3,700,382.07 
63,1n.74 
63,177.74 

0.00 
0.00 
0.00 

2,634.497.53 
78,940.35 

260,279.72 
162,614.00 

1,113,326.72 
754,941.55 
116,729.42 

5,121,329.29 
8,884,889.10 

408,225,779.81 

1,618,871,728.87 

Variance 
$ 
502,355.00 
(82,731 00) 

(1 ,480,581 87) 
35,157.76 
35,157.76 

0.00 
0.00 
0.00 

(379,112.05) 
63,372.90 

7,846.98 
(5,208,00} 

(891 ,710.55) 
0.00 

(12,426.15} 
( 1.217 .236.87) 
{2,662,660.98) 
8,830,776.98 

(28.705,478 7tJ 

Page 14 
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215.0 
215.1 

2160000-1 
2160002+ 
210.0 

216.1 
418.1 

BALANCE AT BEGINNING OF YEAR 
Net Income (Loss) 
Deductions: 

Dividend Declared On Common Stock 
Dividend Declared On Preferred Stock 
Adjustment in Retained Earnings 

Total Deductions 

BALANCE AT END OF PERIOD (A) 

Kentucky Power Corp Consol 
Comparative Balance Sheet 

November30, 2013 

190,818,915.56 
11,124,818.39 

(25.000.000.00) 
0.00 
0.00 

(25,000.000.00) 

176,943,733.96 

(A) Represents The Following Balances At End Of Period 

Appropriated Retained Earnings 0.00 
AEEr Retnd Erngs - Amrt Rsv, Fed 0.00 

Total Appropriated Retained Earnings 0.00 

Unapprp Retai ned Earnings Unrestr 190,818,915.56 
Unapprp Retained Earnings Restr 0.00 
Gain on Reacquired Pref Stock 0.00 
Net Income Transferred (13..875.181.611 

Total Unappropriated Retained Earnings 176,943,733.96 

Unapprop Undistributed Sub Earnings 0.00 
Egui!}: Earnings of Subsidia~ Co 0.00 

Total Unapprop Undistributed Sub Earnings 0.00 

Total Other Retained Earnings Accounts 0.00 

TOTAL RETAINED EARNINGS 176,!143,733.96 

Page 15 

171,840,462.36 18,978,453.21 
50,978,453.21 (39,853,634 St) 

-32,000,000 7,000,000.00 
0 0.00 

0.00 0.00 

(32,000,000.00) 7,000,000.00 

190,818,915.56 (13,875, 18'1 G1) 

0.00 0.00 
0.00 0.00 
0.00 0.00 

171,840.462.36 18,978,453.21 
0.00 0.00 
0.00 0.00 

181978,453.21 (32,853,634.81) 
190,818,915.56 (13,875.181 .61) 

0.00 0.00 
0.00 0.00 
0.00 0.00 

0.00 (0.00) 

190,818,915.56 (13,875,181 61) 
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Fl111111Vtctn013 f(I:NnJCKY PO'Na't CO!IIPANY Pogo It 
DETAIL OF ELECTRIC UT!UTY PROPeRTY 

YEAR TO DATE • No .. mbor, l OU 

Gt.R7210V 1V111/U 16:15 

II£ GINNING ORIGINAL COST ENDING 
8AUNCf ADOillONS RE'TIREI\IEN.TS AOJUSTfoiENTS ll'IANSFERS BALANCE 

UTILITY PLANT 

1011106 GENERATION 559,731 ,713,30 5,852,590,10 (Ulll,718.71) 000 000 561,1A5.5&4.69 

TOTAL PRODUCTlON 559,731,713.30 5,&S2.590.10 (4,231,711.71) 0 .00 0.00 511,145,514.et 

101/106 TRANSMISSION ~93.489,120.26 9,1!1 ,670 14 (1,620.001.66) 0,00 o.oo 501.000,7$,4A 
1011106 DISTRIBUT!ON 693,3!2.997.44 47' 192 .63~ .26 (12,171.959.27) 0,00 0.00 728.333.87ll.A3 

TOTAL(ACCOUI'ITS 101 & 10.} 1,741.~3.131.00 t1,176,193.ZO (11,030,709.14) 0 .00 o.oo 1,790,U0.014.56 

101'1001/12 CAPITAL LEASES 5,182,997 ..28 0.00 0.00 S6U1512 o,oo 5.751,312,~0 

102 ELECTRIC PLT PURCHAsED OR SOLO o.ao 0.00 0 ,00 0.00 0 .00 o.oo 
tUOOOt ELECTRIC PLANT ACQUISmON 0.00 0.00 0 .00 000 0.00 0 .00 

TOTAL ELECTRIC PLANT IN SERVICE 1,751,7tt,l2t.U 51,971,113.20 (11,030,709.14) 5111,315.12 0 .00 1.791.231J32&:1& 

1050001 !'!.ANT HELD FOR FUTURE use 7,~36.550.7_3 000 0 .00 000 (30,59200) 7,405,958. 73 

107000)( CDNS'mUCTlON WORK IN PROGRESS< 

107000)( BEG. BAL. 44,281,291 .91 
t07000X ADOmONS 73,741,06513 
107000X ~NSFERS !61,976,893.20! 
107000)( END BAL 11,76A.172.93 56,DA5,46A.SA 

TOTAL ELEC'TRIC UTIUTY PUNT 1,10~.670.12 73?41,015.13 (11,0:10,709.141 $61,315:tt pa.5iz.o_o) ,,ase.61z.75o.z.J 

NoNUT!UTY PLANT 

1210001 NO!'IUTILITY PROPEJITY.OWNED 96A,52J.OO 0.00 0 .00 0.00 30,592.00 995,i20.00 
1210002 NONUTIUTY PROPEJITY·LEASED 0,0() 0 ,00 0 .00 0.00 0 .00 0-.00 

13~002$-29 OTHER INVESTMENTS 4,734,975.61 0 .00 (2.8'34.483.00) 0.00 0.00 1.900;-492.&3 

TOTAL NoNUnUTY PLANT 5,691,503.13 0.00 jz.t341413.00j o.oo 30,51JZ.OO 2
1
ass

1
&12.61 

f'f~lr.d by: PSnVlslon Report GlR7210V 
Revi.-n ClMy Buci<bee - Prop Ac.tlg Clnton 
SoiiiCOs o r lnlv. Pawerpllnt Reports and PS GL 
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Flnel12110/201l KENTUCKY POWER COMPANY Paa-17 
ACCUMULATED PRCM'SION FOR DEPRECIATION, AMORTIZATION, & DEPlETION 

YEAR TO DATE· Nowmbor, 2013 

GUf7e1ov 12110113 11:11' 

Bf.GlNNING PROIIISION ORIGINAL NET ReM/ TliANSFERI ENDING 
BALANCE TO DATE COST SALVCOST ADJUSTMENTS BALANCE 

UTIUTY PLANT 

NUCLEAR 
10&0001/11 OTHER 0,00 
1080009/10 DECOMMISSIONING COSTS o.oo 

TOTAL NUCLEAA 0.00 

10B0001111 PRODUCTION 273,621,070.97 18,907 ,6M.5-4 (2,!M2.12812) (1,447.771 13) 0,00 288,138,776,26 
1080001/11 TRANSMISSION 157,337,333.70 7,977,671 .4<1 (1,4<11,165.85) 219,390.55 0.00 164,093,229.84 
1DB0001111 DISTRIBUTION 179,721.144.51 22,361,162.96 (0,288,013,43) (2, 13, ,035.67) 0.00 191,663,258.37 

1060013 PRODUCTION (3,095,458,61) 0.00 000 0.00 (480,293.06) (3,575,751 ,67) 
1060013 TRANSMISSION 0,00 0.00 MO 0.00 0,00 0.00 
1080013 OISTRIBUTlON (17,66903) 0.00 0.00 0.00 (8,269.83) (25,93886) 

RETIREMENT WORK IN PROGRESS (6,326,680.62) 0.00 0,00 (5,351.796.39) 3,359,416.25 (8,319,060 76) 

TOTAL j! OIX accoul)tll) 101',U!1,740.tl 4t,:z.u.~.t4 (1Z,57t,307 .AO) (1,711,212.64) Z,ITO,I$3.31 131,974,513.1t 

NUCLEAR 0,00 
, 10001 PRODUCTION 10,461 ,106,71 1,163,427.13 (1 ,296,590,59) 0.00 o.oo 10,327,!M3.25 
1110001 TRANSMISSION 1,266,854 71 474,102,33 ,(178,865,81) 0,00 o,oo , ,582,091,23 
)110001 DISTRIBUTION 9,, 66,371!.72 1,7?7,760.61 (3,883,945 84) 0.00 0.00 7,060,1!M.49 

TOTAL (111X accountll) 20,114,341.14 ~15,290.07 (1,35t,40:U•l o.oo o.oo 11,t50,22U7 

1011006 CAPITAL LEASES 2,104,820.+4 0,00 0.00 000 736,11974 2,84D,!MO, 18 

1150001 ACQUISITION ADJUSTMENT AMORT 000 0.00 0.00 0,00 000 0,00 

'TOTALACCUM D£P!t &AMoR'T. 1:14,231,102.51 U,U1 ,721.01 (11,030,70t.54) !1,7'11¢12.641 3j1DI,I73. 10 153,715,UL3A 

NONII!IUTY I'I.AN"r 

1220001 Oepr&A/yllt of NonuU Prop.Clwno 208,286,03 6,113.91 0.00 llOO 0.00 ~14,399.84 

1240027 0111er Property • RWIP (7,500.00) 0.00 0.00 (2,834,483.00) 2,838,583.00 {3,400.00) 
1240.028 Otner Property· RETIRE 0.00 0.00 12.834.4113.00) 2,834,483,00 0,00 0.00 

TOTAL NONUTIUTY PLANT zoo17M.03 •• 113.11 1!!134~3.001 0.00 ~·311513.00 21o1t1u4 

Prep.,d By; PSnVision Report G.lR74101/ 
Reviewer. Cindy 8Ud<bee- Prop Acc\g. Canton 
Sources olll'fo: Powerf'tarn Reports and PS Gl 
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AMERICAN 
llln'RIC 
POWIR 

December 18, 2013 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-0615 

American Electric Power 
1 R•verstde Plaza 
Columbus, OH 432!5 237:1 
AEP.com 

Please find enclosed Form EIA-826, Monthly Electric Utility Sales and Revenue Report 
with State Distributions for the month of November 2013. 

Sincerely, 

Bradley M . Funk 
Manager -Regulated Accounting 

BMF 
Enclosure 
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U.S. Department of Energy Monthly Electric Utility Sales and Revenue Form Approval 

Energy Information Administration Report with State Distributions- 2013 OMBNO, I90S..()I29 

Form EIA-826 (Expires 11-30-1007) 

This repor1is maadatory aader Publie Law 93-175, tloe Federal Eaercy Administration Ad of 1974, Public Law 95-91, Department ofEnert:)' 01')laniutioa Aet, and 

Pablie Law tOl-486, tho Eaert:)' Polley Act of 1992. Information reported on the form EIA-826 1s not consulm:d confidc:nllal Sec Sect1on V of the Gcno:rallnstrucnom f<lf 

sanellons statement Pubho repanms butdc:n for this collection of mformahon IS c:stunatod to avtriiQC I S ho1n pu ruponse, tntludtng the llme for revoewmg the lllStruellons, 

search IllS e>Usllng data sowccs, gathcnng and ma1nta1nmg the datA needed, and cornplctmg and revu:wmg the collected mfonnat10n Send comments rq:arding thl5 form. 11S 

burden cstunate. or any aspect of the data collectiOn to the Energy lnformohon Adm1111strabon. Stabsbcaland Methods Group El-73, I 000 Independence A w:nue S W " 

Forrcstal Bwldlnjl. Washmgton, 0 C 20S8S, and to the O!TJce of lnformaUOfl and ResuJIIIory AffatrS, Offi<e of Management and Budget, Washmgton. DC 20503 (A person 

1.s requited to respond to the collection of mformauon only if 11 dlSJ>Iays a valui OMB numbtr) C.rerolly rHd .. d follow all hutrudiollL tryou a ted auistonce, pleose 

coatoct AJrrod Pippi at: (lOl) 287-1625 or Charlonellorri1-Ruuellot: (20l) 287-1747 or by E-Mail •I ~ "=-

PIU5C subrftll by the last calendar cJ.y of the month folloWing the repartlftg month Rdum completed fomu by E-Mail at ria-8l6@eiLdoc.gov or fu to (lOl) 287-1585 or (lOl) 287·1959. -
1 or Energy. EnerllY I (EI-53), BG-076 (EIA-826) . DC 20S8S-06SO 

[UtllityName; Kentucky Power Company .Code ·.o. ..~ by EIAJ: 22053 
D . ·for the month of: Jan_ Feb_ Mar_ Apr_ May_ Jun_ Jul_Aug__ Sep_ Oct_ Nov X . Dec_, 2013 

[Contact Penon: Ronald F Davia I Phone st ... 71S.SS25 

[Email: IFas: 614-'t .. ..,. ...... 

RETAIL SALES TO ULTIMATE CONSUMERS 
Schedule I ·A: .Full Service (Energy and Delivery Service (bundled)) 

Instructions: Enter the reporting month revenue (thousand dollar~~), megawatthoUl'll, and number of consumers for energy and delivery service (bundled) 

by State and consumer elass_category_ 

State Items .... ···-· " ..... -'· T· Total 
KY a Revenuo (Thousand Dollars) $_ ~294 _l _11 ,352 $ _H,171 s 43,817 

b Megwollhours 197,831 118,050 254,661 570,542 
Number · •· 139,889 30,671 1,302 171.862 

a Revenue (Thousand Dollars) 

11m. 
b MtJIWDllhours 

c Number of consumers 

a Revenue (Thousand Dollars) 

- [b Mecwatthours 

lc Number of consumers 

!a. Rew:nue (Tholl!81'!d Dollars) 

!b Megwallhours 

~·-~~,-~ Revenue (Thousand Dollars) 

Megwallhours 

Numberm -
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January 30, 2014 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 
Frankfort, K Y 40602-0615 

Arnerlcan Electric Power 
1 Rovers1dt: r taza 
Columbus, OH 43215·2373 
AEf'.eom 

Please find enclosed December 2013 financial Report pages for Kentucky Power Company consisting of 
the following: 

Income Statement 
1-12 

1-3 

4-9 

10-12 

Balance Sheet 

1-4 

2-3 

4 

Utility Property: 

1-2 

(ily, d; 
Brian ~rant2 
Manager ~Regulated Accounting 

BJF 

Enclosure 
Cc: Lila Munsey (w/pages) 

Income Statement 

Details of Operating Revenues 

Operating E'xpenses - Functional Expenses 

Detail Statement of Taxes 

Balance Sheet - Assets & Other Debits 

Balance Sheet - Liabilities & Other Credits 

Deferred Credits 

Statement of Retained Earnings 

Electric Property & Accum Prov for Depr & Amrtz 
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American Electric Power 
Page 1 

Kentuc ky Power Ke ntuc ky Power Corp Ke ntucky Power Kentucky Power Kentucky Po wer 
INCOME STATEMENT lntConsol Con s ol Company- Company - Generation Co mpany -

GLS8016 Dis tribution Transmission 
YTD Dec 2013 GLS8016 GLS8016 110 117 180 
01122f2014 17;19 Actual Actual Actual Actual Actual 

Layout: GLSI 011 
09l!V2~1.{)1 Accolint GL ACCT.,SEC Buolneaa Unlta: REGION~A,1,CONS YTD Dec2013 YTD Dec 2013 YTD Dec2013 YTD Dec2013 YTD Dec2013 

Di9!~111i 
4400001 ReS<denltal Sala&-W/Sp;tee Hlg 101,282.124 101,282,124 101,282,124 0 0 
~400002 ReS<denlial Sales-W/0 Space HI 47,142,477 47,142,477 47,142.477 0 0 
4400005 ReS<denllal Fu&l Rev 67.460.107 67.460.107 67.460.107 0 0 ,. Revenue • Residential Sales 215,884,709 215,884,709 215,884,709 
4420001 CommerQal Sales 64.752,652 64,752,652 64.752,652 0 0 
4420008 Sales 1o PUb Aulh - Scnools 11,865,009 11,865,009 11.865,009 0 0 
4420007 Sale• 10 Pub Aulh • Ex Scllools 12,153,558 12,153,558 12,1 53,558 0 0 
~42001j Commor6al Fuel Rev 39,540.056 39,540,056 39,540,056 0 0 

A Revenue • Commercial Sales 128,311,276 128,311,276 128,311,276 
B Revenue - Industrial Sales - Affiliated 

4420002 lnduslnal Sales (El(d Mines) 54,880,071 54,880,071 54,880,071 0 0 
4420004 lnd Saie ... NonAif~(lncl Mones) 27,940,176 27,940,176 27,940,176 0 0 
4420016 lnduslnal Fuel Rev 83,624,704 83,624.704 83,624,704 0 0 

A Revenue - Industrial Sales - NonAffiliated 166,444,951 166,444,951 166,444,951 
Revenue - Industrial Sales 166,444,951 166,444,951 166,444,951 

A Revenue • Gas Products Sales 
A Revenue - Gas Transportation & Storage Sales 
B Reve nue - Gas Trans portation & Storage Sales - Affiliated 

44~ Public Sl,.,ol~Higrlway Llghltng 1,255,871 1,255,871 1,255,871 0 0 
4440002 PubliC Sl & Hwy l,oghl Fuel Rev 304,475 304.475 304,475 0 0 

A Revenue • Other Retail Sales 1,560,346 1,560,346 1,560,346 
B Revenu_e - Other Retail Sales -Affiliated 

Revenue • Retail Sales 512,201,281 512,201,281 512,201,281 
4560043 Olh Eeoc Rv. Tm.Aif-Tml Pnce 0 0 0 0 33,138,718 
4561033 PJM NITS Revenue · Affiliated 36,560.877 36,560,8n 0 0 36,560,877 
4561034 PJt-,ITOAdm Serv Rev - Aif 371 ,957 371 ,957 0 0 513,392 
4561035 PJM AI!Wcated lnii\S NITS Cosl (35,845,588) (35,845,588) 0 (35,845,588) 0 
4561036 PJM Al!'~caled Trans TO Cosl (363,306) (363,306) 0 (504,742) 0 
4561059 Alfrt PJM Trans Enhoncmnl Rev 285,820 285,820 0 0 285,820 
45610tio Afffl P JM T cans Enhanc:mnl Cos1 (280,267) (280,267) 0 (280,267) 0 
4561062 PROVISION PJM NITS Affil-Cost 410,634 410,634 0 410,634 0 
4561063 PROV.ISiON PJt.! NITS Alfiltaled (278,482) (278,482) 0 0 (278,482) 

B Revenue - Transmission-Affiliated 861,645 861,645 (36,219,963) 70,220,326 
4470150 Transrn Rev.·Dedoc WhisUMuni 45,085 45,085 0 (640,793) 685,878 
4470206 PJM Ttans toss crndrts~SS 976,320 976,320 0 976,320 0 
4470207 PJM tcansm loss charges • LSE (8,049,230) (8,049,230) 0 (8,049,230) 0 
4470206 PJM Transm loss ~~"'lSE 1,725.348 1.725.348 0 1.725,348 0 
4470209 PJM lcansm loss charoes•OSS (4.563,871) (4,563,871) 0 (4,563,871) 0 
4561002 RTO Form au on Cos I Recoveoy 6,291 6,291 0 (140,097) 14&,388 
4561003 PJM ExpanSion Cost Reoov 84,377 84,sn 0 (84,654) 169,031 
4561005 PJM Polntlo Point Trans Svc 621,335 621,335 0 621 ,335 0 
4561006 PJM TrQI\S OWner Admen Rev 223,781 223,781 0 0 223,781 
4561007 PJM NeiWOrlllnteg Trans Svc 13,097,720 13,097,720 0 0 13,097,720 
4561019 0 111 El~ Rev Trans Non Affii 57,068 57,068 0 0 57,068 
4561028 PJM Pow.Fac Cre Rev Whsl Cu-NA 7,199 7,199 0 0 7.199 
4561029 PJM NITS Revenue Whsl Cus·NAII 2,353.705 2.353,705 0 0 2,353,705 
4561030 PJM TO Serv Rev Whls Cus-NAII 36,642 36,642 0 0 36.642 
4561058 NonAffil PJM Trans Enhncml Rev 253,346 253,346 0 0 253,346 
4561 061 NAil PJM RTEP Rev lor Whs~FR 18.420 18.420 0 0 18,420 
4561064 PROVISION PJM NITS WhsiCus-NAf (18,719) (18,719) 0 0 (18,719) 
4561065 PROVISION PJM NITS (78,225) (78,225) 0 0 (78.225) 

A Revenue- Transmission-NonAffiliated 6,796,589 6,796,589 (10,155.,642) 16,952,232. 
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American Electric Power 
Page2 

Kentucky Power Kentucky Power Corp Kentucky Power Kentucky Power Kentucky Power 

INCOME STATEMENT lntConsol Consol Company- Company - Generation Company-
GLS8016 Distribution Transmission 

YTDDac2013 GLS8016 GLS8016 110 117 180 
011221201. 17:19 Actual Actual Actual Actual Actual 

Layout GLSI018 

09B V2~01.01 Account: GL ACCT_SEC Bualnua Unlta: REGIONAL A CONS YTD Dec 2013 YTDDec2013 YTDDec 2013 YTDDec2013 YTD Dec2013 

Revenue - Transmission 7,658,234 7,658,234 (46,375,605) 87,172,557 
«70001 SaJe s lor Resale· Assoc Cos 9,622 9.622 0 9,622 0 
4470035 Sis ror ~-Fuel Rev· Assoc 109,116 109,,16 0 109.116 0 
4470127 Sales lor Res-ANil Pool Cap 10,478,265 10,478,265 0 0 0 
4470128 Sales lor Res-All Pool Energy 69,431 ,296 69,431,296 0 43,496,206 0 

8 Revenue • Resale-Affiliated 80,028,299 80,028,299 43,614,944 
421 0043 Rea~ Shating West Coast Pwr 15 15 0 15 0 
4470002 Sales for Rt111ala. NonAssoc 4,237.097 4,237,097 0 4 ,237,097 0 
4470006 Sales for Resale-Boollout Salu 14.893,779 14,893,779 0 14,893,779 0 
4470010 Sal" lor Resale-Bookout Plln:h (10,466,461) (10,466,461) 0 (10,466,461) 0 
4470027 Wl'lsai/Muni/Pb Ath Fuel Rev 2,770,589 2 ,770,589 0 2,770,589 0 
4470028 Sale/Resale- NA - Fuel Rev 1 10,599,630 110,599,630 0 3,826,407 0 
4470033 Wl'lsaVMunoiPub Auth Base Rev 1,834,151 1.834,151 0 1,834,151 0 
4470066 PWR Trdlng Tlltns El<p.NonAssoc {2,501) (2,501) 0 {2,501) 0 
4470081 Fmanoal Spar1< Gas- ReoliZod 429.329 429,329 0 429 .. 329 0 
4470082 Flnandal Eleclnc Realiu<l (3.445,317) {3,445,317) 0 {3,445,317) 0 
4470089 PJM Energy Sale$ Margin 9,235,926 9,235,926 0 9,235,926 0 
.470093 P ..1M lmpflot ConQO$bOO·lSE (4,421 ,545) ( 4 ,421 ,545) 0 { 4,421 ,545) 0 
4470098 PJM Oper.Reserve Rev-aSS 1,483,423 1,483,423 0 1,483,423 0 
4470099 Capedty Cr Net Sales 4,101,282 4,101,282 0 455,842 0 
4470100 P JM FTR Revenue.QSS 359,156 359,156 0 359,156 0 
4470101 PJM FTR Revenue-LSE 3,143.193 3,143,193 0 3.143,193 0 
4470103 PJM Energy Sales Cost 59,439,740 59,439,740 0 59,439,740 0 
4470106 PJM Pt2P1Trans Purth-NonA!I (1,612) (1 ,612) 0 {1.612) 0 
4470t07 PJM NITS Putch·NonA!I (19.6n) {19,6n) 0 (19,6n) 0 
4470109 PJM FTR RellllnUe-Spec 8.710 8,710 0 8.710 0 
4470110 PJM TO Adm1n Elrp ·NooAff (1,.414) (1,414) 0 (1.414) 0 
4470112 Non-Trad"'g Bo<lkoOt Sa1es-OSS (2,027) {2,027) 0 (2,027) 0 
4470115 PJM Meter Corroct~ens.QSS 33,1 07 33,107 0 33,107 0 
4470116 PJM Meter C~bons·LSE 85,847 85,847 0 85,847 0 
4470124 PJM Incremental Spot-OSS (0) {0) 0 (0) 0 
4470126 PJM Incremental Imp Cong.QSS (3,465,776) {3.465, 776) 0 (3,465,776) 0 
4470191 NOn-T radlng Bookout Purch.QSS 180 180 0 180 0 
4470143 Flnanoal Hedge Realized 148,039 148,0,39 0 148,039 0 
«70144 Reall2 Shanng • 06 SIA 1,592 1,592 0 1,592 0 
4470155 OSS Phy51cal Marg011 Reclass (1 ,292,057) (1,292,057) 0 (1 ,292,057) 0 
4410156 OSS Opt 1m, Margin Redass 1,292,057 1,292,057 0 1,292,057 0 
4470168 lnle<est Rate Swaps-Power {32,459) (32.459) 0 {32.459) 0 
4470170 Non-'ECR Aucoon Sltle ... oss 5,081,836 5,081 ,836 0 5,081,836 0 
«70174 PJM 'Mltse FTR Rev· OSS 104,886 104,886 0 104,886 0 
4470175 OSS Shanng Rodaso • Rela~ (771.004) (n1 ,004) 0 {771,004) 0 
4470176 OSS Shanng Redass-Red\Jctloo 771,004 n1,o04 0 771 ,004 0 
4470180 Trad<ng tnlra-book Redass (22,454) (22,454) 0 (22,454) 0 
4470 181 Aut110n lnlm·book Reda55 22,454 22,454 0 22,454 0 
4470202 PJM apRes·lSE.Credll 4,332,903 4,332,903 0 4,332,903 0 
4470203 PJM OpRes·LSE.Charge {2., 12.783) {2.112.783) 0 (2,101 ,654) {11 ,129) 
4470214 PJM 30m Suppt ResoiVI! CRass 247,980 247.980 0 247,980 0 
4470220 PJM Rogulauon ·ass 12,396 12.396 0 12,396 0 
4470221 PJM Spinning Reserve- oss 59,388 59,388 0 59,388 0 
4470222 PJM RaasctJVa • OSS 416,224 416,224 0 416,224 0 
4560049 Men:l1 Genera11011 Fonan · Reatzd {2) {2) 0 (2) 0 
4560050 0111 Elec Rev.Coal Trd Rtzd G·L 41.229 41 ,229 0 41 ,229 0 
555~ PJM Hourty Nel Pun:h.fERC (9,463,790) (9,463, 790) 0 (9,463,790) 0 
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American Electric Power 
Page 3 

Kentucky Power Kentucky Power Corp Kentucky Power Kentucky Power Kentucky Power 

INCOME STATEMENT lnt Consol Consol c ompany - Company - Generation Company-

G LS8016 Distribution Transmission 

YTD Dec 2013 GLS8016 GLS8016 110 117 180 

OJ/2212014 17'19 Actual Actual Actual Actual Actual 

l..loyout: GLSI01t 
098 V2099-01~1 Account: GL_ACCT SEC Bual,_a Unlta: REGIONAL ~CONS YTD Dec2013 YTDDec 2013 YTDDec2013 YTD Dec2013 YTDDec 2013 

5550094 Purthu~ Power. Fuel (520,332) (520,332) 0 (520.332) 0 

A Revenue - Resale-NonAffiliated 189,145,929 189,145,929 78,738,396 (11,129) 

A Revenue - Resale-Realized 
A Revenue - Res ale-Risk Mgmt MTM 
A Revenue - Resal e-Risk Mgmt Activities 

Revenue - Sales f or Resale 269,174,228 269,174,228 122,353,340 (11,129) 

4470074 Sale for Resale-Aff-Tmf Pnce 0 0 0 370,035,081 0 
4540001 Rent From Elect Property - Af 262,212 262,212 778,013 0 0 

8 Revenue • other Ele-Affllllated 262,212 262,212 778,013 370,035,081 
4500000 Forfelled Discounts 3,340,356 3,340,356 3,340,356 0 0 
4510001 Mise SeMte Rev ' Nonaffil 380,114 380,114 366,568 0 13,556 

4540002 Renl From Elect Propert)I..NAC 100,292 100.292 2,450 84,042 13,800 

454000S Rent from Eleo Prop-PQ!e Attth 5,931 ,881 5,931 ,88t 5,931,881 0 0 

4560007 0111 Etect Rev· DSM Progr.om 3,323,488 3,323,488 3,323.488 0 0 
Revenue -Other Ele-NonAffllllated 13,076,130 13,076,130 12,964,732 84,042 27,356 

Revenue - Gas 
4118002 Comp Allow Gaons Tille IV 502 164 164 0 164 0 
4118003 Comp, Allow Galfls-Sea.s NOx 26,316 26,316 0 26,316 0 
411800-4 Comp Allow Ga,llls·Ann NO~ 114,248 114,248 0 114,248 0 

Galnl(loss) on Allowances 140,729 140,729 140,729 
A Revenue · Other Ele-NonAffllllated 13,216,859 13,216,859 12,964,732 224,771 27,356 

Revenue - Other Op r Electric 13,479,071 13,479,071 13,742,746 370,259,851 27,356 

D Revenue Merchandisi ng & Contract Worll 
c Revenues Non-Utility Operations - Affiliated 
0 Revenues Non-Utility Operations - NonAffiliated 

Revenues from Non-Utility Operations 
c Non-Operating Rental Income -Affiliated 

4180001 Non.Operalng Rentlll Income 35,600 35,600 34,400 1,200 0 
4100003 Non.Opralng Rnl31 ln<>MS1nl (992) (992) 0 (992) 0 

4180005 N011.0pra1ng Rnlal I,.,_Oepr (6,670) (6,670) 0 0 (6,670) 

0 Non-Operating Rental Income - NonAffiliated 27,938 27,938 34,400 208 (6,670) 
Non-Operating Rental Income 27,938 27,938 34,400 208 (6,670) 

c Non•Operatlng Mise Income -Affiliated 
4210002 Mise Non<Op lno-NonAsc.Rents 20,211 20,21 1 1,048 18,555 609 
4210005 Mise No(I.Qp lnvNoMsc.-Timber 36,616 36,616 0 36,616 0 

~210007 Mise Non.Qp Inc.· NonAst · 0111 10.950 10,950 10,918 23 10 
0 Non-Operating Mise Income - NonAffiliated 67,777 67,777 11,965 55,193 619 

Non-Operating Mise Income 67,777 67,777 11,965 55,193 619 
4540004 Rent From Elect Pcop.ABO.Nonaf 109,221 109,221 109,221 0 0 
4560015 Other Electnc Revenues - ABO 479,654 479,654 299,497 0 180,157 

D Assoc iated Business Development Income 588,876 588,876 408,719 180,157 

Revenue - Other Opr - Other 684,591 684,591 455,084 55,401 174,106 

" (C) Memo: Revenue-Oth Opr·Oth Aff 
*(D) Memo: Revenue-Ofh Opr-Oth Non 684,591 684,591 455,084 55,401 174,106 

Revenue - Other Operating 14,163,662 14,163,662 14,197,830 370,315,253 201,462 

~491 003 Prov Rate Refund - Reta• 478,327 478,327 478,327 0 0 

A Provision for Rate Refund - NonAffiliated 478,327 478,327 478,327 
a Provision ror Rate Refund - Affiliated 

Provision for Rate Refund 478,327 478,327 478,327 

•210031 Pwr Sales Qulsido Svc Temey 1,267 1.267 0 1,267 0 
4210032 Pwr PU<Ch OutsAde Svc Temlry (539) (539) 0 (539) 0 

A Revenue - Power Sales 728 728 728 
TOTAL OPERATING REVENUES 803,676,461 803,676,461 526,877,438 446,293,715 87,362!890 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1418 of 1829

American Electric Power 
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098 V2()99.()1..()1 

: (A} 

s(B} 

.. (C) 

><(D) 

:(EJ•(BNCI 
:(F)"(D)+(A) 

5010000 

5010001 

50100Qg 

5010012 

5010013 

5010019 

5010027 

50100l!8 

5010005 

5010029 

5090000 

5090001 

5090002 

5090005 

5020002 

5020003 

50200~ 

5020005 

5020007 

5020027 

5550004 
5550005 

5550027 

5550029 
5550046 
5550101 

5550102 

5550001 

5550032 

5550039 

5550040 
5550041 

INCOME STATEMENT 

~yout: GlSID11 
ACCO<AIIt: GL ACCT SEC Business Unlta: REG!ONAI.,A CONS 

Fuel 

Memo: GITID Revenue 
Memo: Other Affiliated Revenue 
Memo: Revenue-Oth Opr-Oth Arr 
Memo; Revenue-Otb Opr·Oth Non 

~emo: Tor./ Operating Revenues 
Memo: Affflfated Revenue 
Memo: Non-Affiliated Revenue 

Memo: Total Operating Revenues 

FUEL EXPENSES 

Fuel Consumed 

FUel - Pr~ Unload & ~andle 

Ash Sales Proceeds 
Fuel Survey Actlvoty 
Fuol 0~ Consumed 
Gypsum hand~ng/dosposal coals 

Gypsum Sales Proceeds 
Fuel Expense Tot.l 

Fuel - Defend 
Deferred Fuel Expense 
OverUnderFueiEllpense 

Fuel for Electric Gene ration 
Gypsum hahd~ng/dlsp!.Aftl&al 

Fuel from Affiliates for Electric Generation 
AUow Consum Title IV 502 
Allowance Consumption - NOx 
AQowance expenses 
At1 NOx Cons. Exp 

Allowances - Consumption 
UreaE-nse 

Trona El<P•r>S• 
Limestone E~pense 
Polymer expet~se 
Lime Hydrate E•pense 
Capaaty Cost Consumable Ovi.Jnd 

Emissions Control · Chemicals 
Tobll Fuel tor Electnc Generatio n 

Memo: NonAH FueVAI/oM(/Em/sslons 
Purchased Power"Poal Capacity 
Purchased Power . Pool Ener;y 
Purch Pwr.Non-Fuel Por1Jon.Arl 

Purch Power·Auoc-Tmslr P!iee 

Purth Power-Fuel Portion-Aifol 
Purch PoweN'ool Non-Fuel -All 
Pur Power·Pool NonFuei·OSS-AII 

Purchas ed Electnclty from AEP • Affiliates 
Purdl Pwr-NonTr.adlng-Nonassoc 
Gas-(;onver!lon•Mone Plant 
PJM lnadwnent Mlf Res-OSS 
PJM lnadwrtenl Mlf Res-LSE 

PJM AI\Qllary Serv ..Sync 

Kentucky Power 
tntCo nsol 

GLS8016 
Actual 

YTD Dec 2013 

721,839,713 
8 1, 152,156 

684.591 
803,676,461 
81,152,156 

722, 524,3lU 
803,676,461 

741,231 
180,375,167 

5,395,599 
(32,273) 

(1 ,023,454) 
5,867,763 

673.094 
(440,753) 

191,556,374 
(5,077,685) 
(5,077,685) 

186,478,689 
274,411 
274,411 

5,917,402 
7,637 

1 
59,191 

5,984,231 
3,831,808 

550,513 
3,006,454 

2,154 
11 ,264 

(5,080,300) 
2,321,893 

195,059,223 
194,784,813 
26.276,737 
71 .516,038 
46,637.770 

0 
61 ,156,726 
10,786,601 
52,713,882 

269,087,753 
1,113,840 

373,305 
(18.238) 
(37.266) 

2,495 

Page.4 

Ke ntucky Powe r Corp Kentucky Power Kentucky Power Kentucky Power 
Co nsol Company· Company • Generation Co mpany -

Distribution Transmission 
GLS8016 110 H7 180 

Actual Actual Actual Actual 

YTD Dec 2013 YTD De c 2013 YTD Dec 2013 YTD Dec2013 

721,839,713 525,644,340 68,808,252 16,968,459 
8 1,152,156 778,013 377,4.30,062 70,220,326 

684,591 455,084 55,401 174,106 
803,676,461 526,877,438 446,293,715 87,362,890 
81,152,156 778,013 317,430,082 70, 220,326 

722,524,3lU 526,099,424 68,863,653 17.142,565 
803,676,461 526,877,438 446,293,715 87,362,890 

741 .231 0 359,525 0 
180,375.167 0 92,807,820 0 

5,395,599 0 2,792,960 0 
(32,273) 0 (9,325} 0 

(1 .023,454) 0 (1) 0 
5,867,763 0 2.611 ,727 0 

673.094 0 0 0 
(440,753) 0 0 0 

191 ,556,374 98,562,706 
(5,077,685) 0 (5,077,685) 0 
(5,077,685) (5,077,685) 

186,478,689 93,485,021 
274.411 0 0 0 
274,411 

5,917,402 0 5,788,988 0 
7.637 0 0 0 

1 0 1 0 
59.191 0 14,461 0 

5,984,231 5,803,450 
3,831,808 0 2,082,479 0 

550,513 0 0 0 
3,006,454 0 0 0 

2,154 0 0 0 
11 ,264 0 0 0 

(5,080,300) 0 0 0 
2,321,893 2,082,479 

195,059,223 101,370,950 
194,784,813 101,370,950 
26,276,737 0 27.967,887 0 
71,516 .038 0 76.233,329 0 
46,637,770 0 46,637,770 0 

0 370,035,081 0 0 
61,156,726 0 61 ,156,726 0 
10,786,601 0 10,786,601 0 
52,713,882 0 52,713,882 0 

269,087,753 370,035,081 275,496,195 
1,113,840 0 1,1·13,840 0 

373,305 0 373,305 0 
(18.238) 0 (18.238) 0 
(37,266) 0 (37.266) 0 

2,495 0 2,495 0 
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5550074 

5550075 

5550078 
5550077 
5550078 
5550079 

5550093 
5550084 

5550090 

5550099 
5550100 
5550107 

5550117 

5000000 
5000001 

5020000 
5020025 
5020026 
5050000 

5060000 
5060001 

506000:1 
5060003 
5060004 

5060025 
5060026 

5070000 

5170000 

5580000 

5570000 
5570001 
5757000 

5757001 

5800000 

5611000 
5812000 
5814000 
5814001 

5814007 
5615000 

5618000 
5818001 

INCOME STATEMENT 

L.ayout:GI.$1015 

Account: GI.,.ACCT_ SEC Bualn••• Unlb: R.EGIONA"L_A_CONS 

PJM Reactive-Charge 

PJM ReadJw.Cmdol 

PJM Blat!< Start-Charge 
PJM Bloc~< Start·Credil 
PJM RegulaliOrt·Charge 
PJM RegulaliO~Credil 

PJM Spinn~ng ReseM>-CIIarge 

P JM Spinn1'1Q Reserve·Cted<t 
PJM 30m Suppl Rsel'ol Charge LSE 
PJM Purcl1ases-nor~-ECR-Auctlon 

Capac:ily Pun:hases-Aueuon 
Capaoty purchases - T radlng 
Capaoly Cst OvUnd Purch Power 

Purchased Electnclty for Resale · NonAffiliated 
Purchased Gas for Reu le -Affiliated 
Purchased Gas for Resale • NonAffiliated 

Total Purchased Power 
GROSS MARGIN 

OPERATING EXPENSES 

Oper S~POIVISIO<l & Eng1neenng 
Oper Super& Eng-RATA-Mil 
Steam El(pef!ses 

Steam Ei<p E!Wironmenlat 
Capaoly Ccsl Ov·Und O&M 
Electnc: Expenses 
Mise Sleam Power Expenses 
Oruden Mise Steam Pwer Exp 

MiSC Steam Power Exp-Assoc 
Removal Cost r:..pense • Steam 
NSR SetUemenl Ekpense 

Mise Slm Pwr Exp EnVIronmental 
Cspadty Cosl Ov·Und Rec Exp 
Rents 

Steam Generation Op Exp 
Oper Supel'ol•slon & Engfneenng 

Nuclear Generation Op Exp 
Hydro Generation Op Exp 

Sys Ccnli'OI & load Oispalthihg 
Olher ExpenS<!s 

0111<r Pwr ExJ> - Wholesate REC• 
PJM Admin·MAM&SC.. OSS 

PJM Adn\in-MAM&SC·Intemal 
Other Generatio n Op Exp 

Oper Supe"'\s!On & Enotneenng 
Load Dispatch · ReHablllty 
Load Olspalch·Mnlr&Op TransSys 
PJM Admon-SSC&OS-OSS 
PJM Admln..SSC&DS-tnlemal 

RTO Admtn Deraull LSE 
Reliability Ptng&Slds Oe,...lop 

PJM Admon-RP&SOS-OSS 
PJM Admln.<RP&SOS.tntemal 

Kentucl(y Power 
lnt Cons ol 

GLS8016 
Actual 

YTO Dec 20.13 

6,719 
112.176 

3,983,892 
(11,744) 

1,311 ,083 
(343,820) 

76,575 
(30,396) 
276,238 

3,885.252 
119,060 
183,321 

{5,328,670) 
5 ,673,822 

274,761,576 
333,855,661 

3,554.298 
61,000 

2,768,263 
2,161 

(925,744) 
405,673 

7,831 ,362 
8 

89.133 
2,337,874 

(27,037) 
618 

(3,590,079) 
1.109 

12,508,640 
1,074 
1,074 

299,908 
1,854,031 

18,433 
328,130 
657,519 

3,158,020 
888,954 

9,421 
821 ,922 
315,659 
649,581 

(9.568) 
145,934 
69,137 

155,936 

Page S 

Kentucl(y Power Corp Kentucky Power Kentucky Power Kentucky Power 
Consol Company · Company • Generation Company -

Distribution Transmission 
GLS8016 110 117 180 

Actual Actual Actual Actual 

YTDDec2013 YTD Dec2013 YTD Dec 2013 YTO Dec 2013 

6,719 0 6.719 0 
112.176 0 112.176 0 

3.983,892 0 3 .983.892 0 
(11 ,744) 0 {1 1 ,744) 0 

1,311,083 0 1,311 ,083 0 
(343,820) 0 (343,820) 0 

76,575 0 76,575 0 
(30,396) 0 (30,396) 0 
276,238 0 276,238 0 

3.885,252 0 3,885,252 0 
119,060 0 119,060 0 
183,321 0 183,321 0 

(5,328,670) 0 0 0 
5,673,822 11,002,493 

274,761,576 370,035,081 286,498,688 
333,855,661 156,842,357 58,424,078 87,362,890 

3.554,298 0 1,769,648 0 
61,000 0 28,000 0 

2,768,263 0 858,939 0 
2,161 0 {7 ) 0 

(925,744) 0 0 0 
405,673 0 399,129 0 

7,831 ,362 0 4 ,300,342 0 
8 0 4 0 

89,133 0 23.197 0 
2,337,874 0 0 0 

(27,037) 0 (19,087} 0 
618 0 16 0 

(3,590,079) 0 0 0 
1,109 0 900 0 

12,508,640 7,361,081 
1,074 0 0 1,074 
1,074 1,074 

299,908 0 138,024 0 
, ,854,031 0 1,319,263 0 

18,433 18,433 0 0 
328,130 0 328,130 0 
657,519 0 657,519 0 

3,158,020 18,433 2,442,936 
888,954 4,020 2,160 882,775 

9,421 0 0 9,421 
821,922 346 191 821,386 
315,659 0 315,659 0 
649,581 0 649.581 0 

(9,568) 0 (2,780) (6,788) 
145,934 9,072 4,056 132,806 
69,137 0 69,137 0 

155.936 0 155,936 0 
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Kentucky Power Kentucky Power Corp Kentucky Power Kentucky Power Kentucky Power 

INCOME STATEMENT lntConsol Consol Company - Company - Generation Company-
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YTDDec2013 GLS8016 GLS8016 110 117 180 
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Llyout: GLSI011 
098V2~1..()1 Account: Gl~CCT_SEC 8ualne .. Unlb: REGIONAL•~ CONS YTD Dec2013 YTD Dec 2013 YTD Dec 2013 YTD Dec2013 YTD Oec2013 

5820001 Slobon Expenses - Nonassoc 313,852 313,852 3,708 0 310,144 
5630000 Owmead Lme Expenses 119,542 119,542 0 0 119,542 
5650002 Transmssn Elec by 01hers-NAC 185,837 185,837 0 114,512 71 ,325 
5650001 T ran Etec by 0\I>,Aft· Tm Pnce 0 0 33,138,718 0 0 
5650012 PJM Thins Enhancement Chllf9e 3,487,776 3,487.776 0 3.487 ,776 0 
5650015 P JM TO Serv Exp • An 13.493 13.493 0 13.493 0 
5650016 P JM NITS Expense • Afli!laii!O 2,651 ,959 2.651 ,959 0 2,651,959 0 
5650019 Affil PJM Trans Enhncement E•p 130,031 130,031 0 130,031 0 
5660020 PROVISION PJM NITS Ani Expens 233,799 233,799 0 233,799 0 
5660000 Mist TransmiSSion EJlpensl!$ 1,115,512 1,115,512 13,234 7,763 1,094,516 
5670001 Rents . Non .. soaated 11 ,069 11 ,069 0 0 11,069 
5670002 Rants - Assoaaled 0 0 0 0 515,801 
5757002 SPP A<tmfll-MAM&SC 0 0 0 0 0 

Transmission Op Exp 11,309,849 11,309,849 33,169,098 7,833,274 3,961,997 
5800000 Oper SupeMslon & Engjneenng 707,004 707.004 698.770 1,055 7,180 
5810000 Load Olspalcntng 3,131 3,131 3,129 0 2 
5820000 Stauon Expenses 163,715 163,715 163.448 0 267 
5830000 Overhead L111e Expenses 577,534 577,534 577,479 55 (0) 
58.40000 Underground u ne E•pensos 131,l 41 13.1,141 131 ,141 0 0 
5850000 Street L!Qhllng & Signal Sys E 118,881 118.881 118,881 0 0 
5660000 Meter ~penses 686,805 686,805 686,529 12 263 
5870000 Customer lnst.,.tabons Exp 161,182 161 .182 161.1 82 0 0 
5880000 Mtscetlaneous Olslnbul!on EJ<p 4,021 ,874 4,021 ,874 3.972,403 11 .408 38,063 
5890001 Rents · Nonassoc<ated 1,530,362 1,530,362 1,530,362 0 0 
5890002 Rents - ASsoaali>d 65,626 65,626 65,626 0 0 

Dis tribution Op Exp 8,167,255 8,167,255 8,108,950 12,530 45,n5 
9010000 SupeMSion - Cuslo~er Accls 285,400 285,400 285,269 7 t 61 
9020000 Meter Reading EJcl>enses (771) (n1) (1,110) 174 165 
9020002 Meter Readtng - Regular 394,144 394,144 394,144 0 0 
9020003 Mater Reading • Large Power 43,045 43,045 43,045 0 0 
902~ Read.;n A Read-0111 Meters 47,273 47,273 47,273 0 0 
9030000 Ci:SI Reeon:ts & CoUecllon Exp 340,777 340,777 334.176 123 6.477 
9030001 Cuslomer Orders & lnqu•nes 2,099.135 2.099.135 2,099,123 (4) 16 
9030002 Manual Btlhno 35,058 35,058 33,972 21 1,066 
9030003 Postage - Customer BtYs 857,985 857,985 857,985 0 0 
9030004 Coshlenng 125,433 125,433 125,274 77 83 
9030005 Collecllon Agents Fees & Exp 39,038 39,038 39,038 0 0 
9030006 Cred\l & Olh Collectton Ac!1111 760,348 760,348 760,264 44 41 
9030007 CoHectors 577.679 577,679 577,679 0 0 
9030009 Data Processtng 163,058 163,058 163,058 0 0 
9040007 Uncoil Acets - Mtsc Receiv.able (54,515) (54,516) (54,690) 175 0 
9050000 MISe Customer Accounts Exp 20,469 20,469 20,445 13 11 
9070000 Supennslon ·Customer SoMce 147,639 147,639 147,618 11 10 
9070001 Super;~slon • OSM 9 9 2 4 3 
9080000 Customer AssiStance Ewpenses 483.992 483,992 483,984 5 4 
9080001 DSM-Customor Adii\Sory Grp 609 609 609 0 0 
9080004 CuSI AsSistnce ~p • OSM • lnd (1) (1) (1) (0) (0) 
9080009 Cust AsSistance l:xpense - OSM 2,882,805 2,882,805 2,881 ,893 415 498 
9090000 Inform alton & Instruct AdV111s 140,472 140,472 62,750 38,787 38.934 
9100000 Mtsc Cusl SI<C&fnfa<mallonal E• 35,493 35,493 18,467 8,824 8,202 

Customer Service and Information Op Exp 9,424,573 9,424,573 9,320,265 48,739 55,570 
9121l000 Demonslr.~llng & Sell•ng E•p 30,362 30,362 30,362 0 0 
9120001 Demo & SeMing Exp . Res 2 2 0 2 0 
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91200D3 Demo & Seftlng Exp- Area Oev 349 349 349 0 0 
Sale.s. Expenses 30,713 30,713 30,712 . 2 

Memo: Insurance (9240 9250) 2,987,365 2,987,365 1,380,368 523,879 286,719 
9200000 Admlntsl!llllve & Gon Sat•n•s 11.681.530 11,681 ,530 4,509,167 3.306,516 1.592,091 
9210001 011 Sup! & Exp • Nonassooaled 1.277,778 1.277,178 499.409 400,415 205,794 
9210003 Olf(c;, Supplies & EMp . Tmsf 83 83 26 16 15 
9220000 Ac!monoslrabw Exp Tmor • Cr (626,.603) (626,603) (626.603) 0 (0) 
922000t Allmon Exp Tmsf to CnstrdiOn (551 ,850) (551 ,850) (551,850) 0 0 
9220004 Admin Elcp 'rmsf to ABO (8,390) (8,390) (6,7;19) 0 (1 ,662) 
9230001 Outside Svcs Ernpl ·l'lonassoc 2.979.264 2,979,264 947.766 956,643 380,357 
9230003 AEPSC Billed 10 Cllen! Co (805,087) {805,087) (225.201) (179,.914) (214,885) 
9240000 Propeny Insurance 861,696 861 ,696 168,025 193,066 188,761 
92SOOOO lntunes and Damages 1,291,514 t291,514 855,188 192,093 48,500 
9250001 Safety Dinners and Awards 1,853 1,853 1.191 459 203 
9250002 E;mp Accdent Prvnllon-Adm Exp 14.288 14,288 11.048 1,029 1,132 
9250004 lntunes to Employees , , ,666 11 ,666 0 1,529 (4) 
9250006 Wl1trs Cmpnstn Pre&Sff Ins PN 939,562 939,562 681,781 88,190 86,112 
9250007 Prsnaf tnjnes&Prop Omage-Pw 310,661 310,66.1 4,266 77,744 2 
9250010 Fill Ben l.oadlng • Wor11ers Comp (443,875) (443,875) (341 ,130) (30,231) (37,988) 
9260000 Employee Pensoons & Senefils 18,665 18,665 14,635 108 49 
9260001 Edit & Pnnt Empl Pub-Salanes 12,562 12,562 6.041 2 ,278 1,901 
9260002 Pensoon & Group Ins Admtn 30.336 30,336 13,515 6,404 1,716 
9260003 PenSion Plan 4.842,842 4,842,842 2,532.324 1,212,219 313,374 
9260004 Group Ufe Insurance Prem1ums 146,336 146,336 74,487 36,117 13,003 
926000S Group Medocal Ins Pre.mtums 4 ,567,754 4,567,754 2,361 ,542 1,028,125 416,721 
.9260006 Physocal Examinabons 28 28 0 0 28 
9260007 Group L-T Oisab~oty Ins Prem 13,896 13,896 7,407 2,834 1.257 
9260009 Group Oental lnsu<3nce Prem 281 ,857 281,857 149,636 62,038 22,736 
9260010 Tflllntng AdmtntStrabon Ex!' 3,481 3,481 1,918 370 872 
9260012 Employee AdiY!fies 6,499 6,499 4,955 673 205 
9260014 Educauonal Assoslance Pmts 6,399 6,399 4,761 0 0 
9260021 Postrettrement Benefits • OPES (1 ,828,081) (1,828,081) (890,933) (469,322) (140,039) 
9260027 Sa111ngs Plan Contnbuttons 1,733,835 1,733,835 883,440 379,364 141 ,068 
9260036 Oefelfell Compensation 14,289 14,289 14,242 0 0 
9260037 Supplemental P!!nSIOII 10,663 10.663 3,895 0 0 
9260040 SFAS 112 PO$Iemptoyment Bene! (126.445) (126,445) 0 0 0 
9260050 Frg Ben Loadmg . PenSIOn (1,803,596) ( 1 ,803,596) ( 1.237 ,868) (260,616) (171 ,490) 
9260051 Frg Ben Loadlng • Grp Ins (2,127,219) (2,127,219) (1 ,393,857) (274,873) (274,673) 
9260052 Fr~ Ben Loading · Sailings (634,139) (634, 139) (408,551) (88,035) (77,016) 
9260053 Fro Ben Loading . OPEB 107,396 107,396 42,207 28,746 25,261 
9260055 lntercoFnngeOifseJ..Don't Use (947,909) (947,909) (556,560) (82,760) (293,068) 
9250057 Postrel 8811 Medocare Sut>slc!y 652,057 652,057 289,959 170,118 32,992 
9260056 Frg Sen loadl<lg. ACCNat (4,279) (4,279) (8,914) 1,564 2,007 
9260060 Amor1·.POSI Reunumont Benefit 216,620 216,620 129,581 71,207 15,832 
9270000 Franchtse Req~>remenls 142.255 142.255 142,255 0 0 
9280000 Regulalory Commllston Exp 62,961 62,961 28.700 15,362 18,346 
9280001 Reg\Jialory CommtsSion Ex"'Adm (0) (0) (0) t O) (0) 
9260002 Reg\jlalory Commission Ex1>-Cas1> 226,893 226,893 69712 89,400 45,057 
9301000 General AdveillSinQ Expenses 10,894 10,894 2,304 1,361 1,430 
9301001 Newspaper Advef1tslng Space 21,635 21,635 9,940 6,006 5,689 
9301002 Radio Slahon Adver1oslng Ttme 72 72 22 14 14 
9301003 lV Station Advertisong Thne 2,600 2,600 1,164 711 725 
9301010 Pub!octy 3,413 3,413 1,332 8.14 766 
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9301012 PubliC OJ>miOn Surveys 4.388 4,388 4 ,379 0 8 
9301014 Video Commu01cations 10 10 3 2 2 
9301015 Other CD1Jlorate Comm E•P 25,883 25,883 17.019 4 ,362 4,214 
9302000 Mise Genoral EJ<Ponses 195,621 196,621 65,743 50,750 9,671 
9302003 Corporate & Fiscal Expenses 32,669 32,669 14,865 2,737 2,833 
9302004 Researc!\ Oe~~t~lop&Demonstr EJ<j) 3,453 3,453 3,453 0 0 
9302458 AEPSC Noo Allliated expenses 13 13 0 7 0 
931()000 Rents 1,363 \ ,363 0 0 1.363 
9310001 Rents. Real Property 94,032 94,032 92,176 0 0 
9310002 Rer\ls. PeiSOnal Propeny 127,930 127.930 71 ,472 33,710 9.813 

Administration a Ge neral 23,084,020 23,084,020 8,488,754 7,039,351 2,381,096 
411l005 Accretion Expense 423,043 423,043 0 0 0 

Accretion 423,043 423,043 
4116000 Gain From O<sposttlon ol Plant (3,536) (3,536) (3,536) 0 0 

Lossi(Galn) on Utility Plant (3,536) (3,536) (3,536} 
9302006 Assoc Bus Oev- Matenab Sold 41,678 41.678 41 .678 0 0 
9302007 Assoc BuSiness De'/Ciopment Exp 239.471 239.471 108,506 17 130,948 

Associated Business Deve lop ment Expenses 281,150 281,150 1S0,184 17 130,948 

4211000 Gain on Ospil~on or P.IQpe~y (1,768.048) (1 ,768.048) 0 (1,768,048) 0 
Gain on Dis position of Property (1 ,768,048) (1,768,048) (1,768,048) 

~212000 Loss on Ospslllon ol Property 7 ,425 7,425 0 0 7.425 
Loss on Dispos ition of Property 7,425 7,425 7,425 

Loss(Galn) of Sale of Property (1 ,760,623) (1,760,623) (1,768,048) 7,425 

~265009 Factored Cust AIR 6><p • Aml 829,600 829,600 829,600 0 0 
4265010 Fact Cust AIR-Bad Debts-Affil 1,175,l63 1,176,163 1,175.163 0 0 

Opr Exp a nd Factored .AIR 2,004,762 2,004,762 2,004,762 
Water Heaters 

4265004 Sooat & SoMce Club Dues 52,608 52,608 21,731 18,076 12,802 
Expense of Non-Utility Operation 52,608 52,608 21,731 18,076 12,802 

42t0009 Mise Non-Op Exp . r-jonAssoc 12.508 12,508 3,276 7 .217 2,014 
Mise NonOp Expenses - NonAssoc 12,508 12,508 3,276 7,217 2,014 

4261000 Oonabons 372,322 372,32'1 281,770 46,342 44,210 
Donation Contributions 372,322 372,322 281,770 46,342 44,210 

4263001 Penalties 3,876 3,876 1 ,242 14 2,620 
Provis ion for PenaiUes 3,87,6 3 ,876 1,242 14 2,620 

.264000 Ct111c & Polilteal Aebvlbes 247.726 247,726 113,599 64,084 70,043 
Civic a PolHlcal Activities 247,726 247,726 113,599 64,084 70,043 

4265002 Oilier Ot!duct.lons • NonaSSOG 34,027,912 34,027,912 6,944 34,016,650 4,3 19 
4265033 Ottlo Me19er - Trans!tion Costs 23,459 23,459 0 23,459 0 

Other Deductions 34,051,371 34,05i,371 6,944 34,040,109 4,319 
Shutdown Coal Company Expenses 

All Other Operational Expenses 36,745,173 36,745,173 2,433,325 34,175,840 136,008 
Operational Expenses 103,369,351 103,369,351 61,716;185 57,145,721 6,719,892 

5100000 Ma<nt Sypv & Engtneenng 3,766,711 3,766,711 0 1,821.917 0 
51 10000 Matntenanca or Slll.lclures 1,372.910 1,372.910 0 872,829 0 
5120000 Maintenance of Botl•r Plant 18,808,137 18,608,137 0 6,565,943 0 
5120025 Ma~ni or Bli' Pit EnVIronmental 21 21 0 0 0 
5130000 Mamtena~ca or Electnc Plant 6,142,120 6,142,120 0 2,995,792 0 
5 140000 Matnlenance or Mtsc Steam P11 1,155,915 1,155,915 0 578,917 0 
5140025 Ma:nt MlseStmPH En,.ronmentat (4) (4} 0 (2) 0 

Steam Generation Maintenance 31,045,811 31,045,811 12,835,396 
Nuclear Generation Maintenance 
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Hydro Generation Maintenance 
Other Generation Maintenance 

5680000 Malnt Supv & Engineering 105,531 105,531 24 5 105,502 
5690000 Matnlenane& of 511\Jqures 10.780 10,780 0 0 10,780 
5691000 Mal!ll of Computer Har<lware 20.287 20.281' 3 4 20,280 
5692000 Mal!lt of Computer Sortware 285.718 285.718 3,931 19 281,767 
5693000 Mal!lt of Commun•c:alion Equlp 26,018 26,018 0 0 26,018 
5700000 Ma•nt or Stallon E.qiJipment 784,014 784,014 73,984 0 710,031 
5710000 Maintenance of Ovelflead L1nes 1,773,834 1,773,834 2,900 2 1 ,770,932 
5730000 Ma1nt of Mise T msmsslon Pit 67,844 67,844 0 0 67,844 

Transmission Maintenance 3,074,026 3,074,026 80,842 29 2,993,154 
5900000 M"'nt Supv & Engineen119 1,589 1,589 1.579 1 9 
5910000 Mamtenane& of 511\ldures 32.058 32.058 21 ,203 0 10,855 
5920000 1-!lllnl of Stabon Equrpmenl 768,334 768,334 732,318 41 35,975 
5930000 Maintenance of Ovemead Lines 24,687,43-3 24,687,433 24,690,372 115 (3,055) 
5930001 Tree and BruSh Control 375,785 375,785 375,71)5 0 0 
5930010 Storm E>q>ense Amonaabon 4,698,444 4,698,444 4,698,444 0 0 
5940000 Mamt of UndergfllUnd Unes 231 ,685 231 ,685 231 ,685 0 0 
5950000 Malnt of Lne Tmt Rglators&Ovl 56,587 56,587 56,587 0 0 
5960000 Ma•nt or Slit Lghtng & SgnaJ s 59,381 59,381 59,381 0 0 
5970000 M3.1otenance of Meters 60,536 60,536 57,239 0 3,297 
5980000 Main! of Mise Distrib~lion Pll 121 ,720 121,720 121,710 0 10 

Distribution Maintenance 31,093,552 31,093,552 31,046,304 157 47,091 
9350000 Maiotenanc.e of General Plant 0 0 0 0 0 
9350001 Maonl of SINCiures - Owned 367,763 367.783 359.473 2.927 2,276 
9350002 Matnl of StNdures - Leased 55,655 55,655 55,657 (1) (0) 
9350003 Ma•nt of Prprty Held Fture Use 40 40 0 0 0 
9350013 Ma!nt of cmmncalton Eq-Unall 850,753 850,753 779,285 50,338 0 
9350015 Matnl o! Of!ice Fumllure & Eq 481,552 481,552 176,909 165,670 0 
9350016 Mamtenance of Vtdeo Eq .. pment 784 784 496 158 0 
9350019 Malnt of Gen F'lant-SCADA Equ 166 166 149 17 0 
9350024 M'alnt of DA·AMI Comm EqUip 6 ,787 6,787 6,787 0 0 

Administration & General Maintenance 1,763,502 1,763,502 1,378,756 219,108 2,276 
All other Maintenance Expenses 

Maintenance Expenses 66,976,890 66,976,890 32,505,902 13,054,691 3,042,521 
Total Operational-and Maintenance Expenses 170,346,2A1 170,346,2A1 94,222,087 70,200,413 9,762,414 

Memo: Operational and Sale of Property 101,608,128 101,608,728 61,716,185 55,377,674 6,127,317 

4040001 Amort. of Plant 3,684,789 3,684,789 1 ,900,151 1,264,835 519,804 
4060001 Amort of Pit Acq Mt 38,616 38,616 0 0 38,616 

DDA Amortization 3,723,405 3,723,405 1,900,151 1,264,835 558,420 
4073000 Regulatory O!!t>;ts 289,297 289,297 0 0 289,297 

DDA Regulatory Debits 289,297 289,297 289,297 
DDA Regulatory Credits 

Amortization 4,012,702 4,012,702 1,900,151 1,264,835 847,717 
4030001 Depreclahon E•P 87,625,312 87,625,312 24,528.320 20.440.046 8.752,449 
4030020 Capadty Cost Qv..Und Oepr Elcp (7,654,319) (7,654,319) 0 0 0 

DDA Depreciation 79,970,993 79,970,993 24,528,320 20,440,046 8,752,449 
DDA STP Nuclear Decommissioning 

4031001 Oepr . A&oel Rolintment Ob•g 53,837 53,837 0 0 0 
DDA Asset Retirement Obligation 53,837 53,837 
DDA Removal Costs 

Depreciation 80,024,830 80,024,830 24,528,320 20,440,046 8,752,449 
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408100809 
408100812 
408100813 

408100600 
408100608 
408100809 
408100612 
408100613 

4081002 
4081003 
408\007 
4081033 
4081034 
4081035 

408102013 

408100508 
408100510 
408100511 
408100512 
408102911 
408102912 
408102913 
408103613 
408200512 

406101812 
408101813 

408101413 

408101713 
408101900 
408101912 
408101913 
408102213 
408102713 

.. 190002 

INCOME STATEMENT 

I.Joyout: OL.SB011 
Account: Gl.JoCCT _SEC BtafM .. Unftr. AEOIONAI.. A_CONS 

Depreciation and Amortization 

Siate Franct .. e Taxes 

Stale Franchise Taxes 

Stale Franchtse Taxes 

Franchise Taxes 
State G!t>ss Receipts Tax 

Slate Gross Recetpls Tall 

State Gross Recetpls Tax 

State Grt>ss Receipts Ta~ 

Stale Gross Recetpls Tax 

Revenue-kWhr Taxes 
FiCA 

Federal Unemployment Tax 

State. Unemployment Tax 

Fnnge Benefilloadlng • FICA 

Fnnge Benefit l.oodtng • FUT 

Fnnge Benefit toadong • SUT 

Payroll Taxes 
Stale Bu01ness Oct:up Taxes 

Capacity Taxes 
Real & Personal PropertY Taxes 

Real Per>onal Properly Taxes 

Real Personal PropertY Taxes 

Real Personal PropertY Ta•es 

Rea.Pers Prop Tax-Cap lea•es 

Real-Pars Prop Ta"-.Cap t.eases 

Reaf.Pers Prop T u-Cap Leases 

Real Prop T ox .Cap leases 

Real Personal PropenyTrnes 

Property Taxes 
Sl Publ Serv Comm Ta•·Fees 

St Pubt Serv Comm Tax-Fees 

Regulatory Fees 
Federal E><ase Ta)les 

Production Taxes 
Sl Lie Rgstrllon TaJe,Fees 

State Sales and Use Taite> 

State Sateo and Use Taoes 

Slate Sales and Use Taxes 

Muntt:lpal Llcense Fees 

Mise Slllte ana I.Ocal Ta•es 

Miscellaneous Taxes 
Other Non-l·ncome Taxes 

Taxes Other Than Income Taxes 
TOTAL OPERATING EXPENSES 

Memo: SEC Total Operating Expenses 

OPERATING INCOME 

NON-OPERATING INCOME I (EXPENSESI 

lnt & DMdend Inc . Nonassoe 

Interest & Dlvldend NonAffiliated 

Kentucky Power 
lntConsol 

GlSB016 
Actual 

YTD Dec2013 

84,037,532 

(1 30) 
(9,494) 
3,999 

(5,625) 
66,892 

(16.558) 
(30,322) 
(45.492) 
86,786 
61,306 

3,031,455 
56, 278 
63,241 

(1 ,156,883) 
(9,249) 

(17,931} 
1,966,912 
3,984,164 
3,984,164 

811 
66,347 

1,391 ,423 
11 ,369,610 

(10,026) 
(3,303) 
17,300 
27.000 
58,651 

12,917,813 
515.095 
473.122 
988,217 

3,685 
3,685 

908 
342,470 

1,109 
11 ,175 

325 
2 

355,988 
359,673 

20,272,460 
274!6561233 
744,477,032 

59,1991428 

118,167 

118,167 

Kentucky Power Corp 
Consol 

GLS8016 
Actual 

YTD Dec 2013 

84,037,532 

(130) 
(9,494) 
3,999 

(5,625) 
66,892 

(16,558) 
(30,322) 
(45,492) 
86,786 
61,306 

3,031 ,455 
56,278 
63,241 

(1,156,883) 
(9,249) 

(17,931) 
1,966,912 
3.984,164 
3,984,164 

811 
66,347 

1,391.,423 
11,369,610 

(10,028) 
(3,303) 
17,300 
27,.000 
58,651 

12,917,813 
515.095 
473,122 
988,217 

3,685 
3,685 

908 
342,470 

1,109 
11,175 

325 
2 

355,988 
359,673 

20,272,460 
27416561233 
744,477,032 

59,199142.8 

118,167 
118,167 

Kentucky Power 
Company-
Distribution 

110 
Actual 

YTDDec2013 

26,428,471 

0 
(1,203) 

0 
(1,203) 

0 
0 
0 
0 
3 
3 

1,536,986 
30,315 
30.075 

(735,484) 
(6,203) 

(11 ,578) 
844,110 

0 

805 
47,220 

126,087 
5,740,819 

(5.828) 
(2,037} 
13.146 
27.000 

9,588 
5,956,800 

515,095 
473,122 
988,217 

0 

60 
156,655 

1,109 
11,170 

325 
0 

169,319 
169,319 

7,957,247 
128,6071804 
498,642,885 

28,234!552 

68,419 

68,419 

Kentucky Power 
Company - Generation 

117 
Actual 

YTD Dec 2013 

21,704,881 

0 
(2,156) 
2,895 

739 
71,358 

(12,336) 
(26.747) 
(31,461) 
54,368 
55,182 

664,806 
11 ,963 
11 .784 

(159.630) 
(1 ,027) 
(1 .873) 

526,022 
0 

0 
3,209 

(46,303) 
857,598 

(3,759) 
(1,139) 
1,135 

0 
2 ,051 

812,791 
0 
0 

2.489 
2,489 

0 
178.775 

0 
4 
0 
0 

178,779 
181,269 

1,576·,002 
93,481,295 

481,350,933 

!351057,218) 

(5,858) 

(5,858) 

Page 10 

Kentucky Power 
Company-

Transmission 
180 

Actual 

YTDDec2013 

9,600,166 

0 
(5,761) 

887 
(4,874) 

0 
0 
0 
0 
0 

263,097 
5,212 
5,056 

(148,441} 
(1 ,219) 
(2,108} 

121,596 
0 

"6 
15,918 

(64,610) 
3,34 1,193 

(438} 
(127) 

3,019 
0 

47,012 
3,341,973 

0 
0 

0 

0 
7.040 

0 
0 
0 
0 

7,040 
7,040 

3,465,735 
22,8281315 
22,828,315 

64,534,576 

55,606 

55,606 
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4190005 ln!ei'9SIIncome . MSOC CBP 35,768 35,768 (37,302) (199,311) 272,381 

Interest & Dividend Affiliated 35,768 35,768 (37,302) (199,311) 272,381 

Total Interest & Dividend Income 153,935 153,935 31,117 (205,168) 327,986 
4210039 Cany1ng Charge• 76,948 76,948 0 0 76,948 

Interest & Dividend Cilrrylna Charge 76,948 76,948 76,948 

Memo: Total Interest&. Dividend Income wl Carrying 230,883 230,883 31,117 (205,168) 404,934 
4191000 AAiw 0111 Fllds Usd Omg Cnstr 1,366,601 1,366,601 340,896 52,510 973,195 

AFUDC 1,366,601 1,366,601 340,896 52,510 973,195 
Gain on Disposition of Equity Investments 

Interest l TO FMB 
4270002 lfll on L TO ·Install Pur Contr 26,320 26,320 0 0 0 

Interest LTD IPC 26,320 26,320 
4300001 Interest El(l)- Assoc Non-CBP 1,050,000 1,050.000 367,189 378.767 304,044 

Interest l TO Notes Payable - Affiliated 1,050,000 1,050,000 367,189 378,767 304,044 
Interest L TO Notes Payable - NonAffiliated 
Interest LTD Debentures 

4270006 lnl on L TO • Sen Unsee Notes 43,582,040 43,582,040 12,754,641 11.,232,156 10,011.909 
Interest L TO Senior Unsecured 43,582,040 43,582,040 12,754,641 11,232,156 10,011,909 
Interest L TO Other- Affll 

4270005 In< on LTD · Otller LTD 1,317,708 1,317,708 0 0 0 
4270202 tnt on LTD - tnst Pur C Conlr.o (26,320) (26,320) 0 0 0 

Interest L TO Other - NonAffll 1,291,388 1,291,388 
Interest on Long-Term Debt 45,949,748 45,949,748 13,121,831 H,610,922 10,315,953 

43000()3 lnt lo Auoc Co· CBP 12,442 12.442 9,990 128,390 (12c5,938) 
Interest STD - Affll 12,442 12,442 9,990 128,390 (125,938) 

4310007 Unes 01 Credit 776,225 776,225 385,296 123,353 112,052 
Interest STD - NonAffll 776,225 776,225 385,296 123,353 112,0S2 

Interest on Short Term Debt 788,667 788,667 395,286 251,743 (13,886) 
4280006 Amnz. Ds01t&Exp-Sn Unsee Note 720.576 720,576 176,766 155,666 138,755 

Amort of Debt Disc. Prem & Exp 720,576 7.20,576 176,766 155,666 138,755 
4281004 Amrtz Loss Rcqutred Debt·Dbnt 33,649 33,649 12.623 11 .116 9,909 

Amort Loss on Reacquired Debt 33,649 33,649 12,623 11,116 9,909 
Amort Gain on Reacquired Debt 
Other Interest- Fuel Recovery 

4310001 Other Interest Expense 24,178 24,178 0 14,741 9,437 
4310002 Interest on Customer Deposits 42,783 42,783 42,783 0 0 
4310022 Interest El(l)8nse - Federal Ta~ (7,981) (7.981) 723 (3,843) (4,861) 
4310023 Interest El(l)ense . State Tax 4,464 4,464 2,221 2.137 106 

Other Interest - NonAffll 63,444 63,444 45,727 13,035 4,682 
Other Interest Expense- Affll 
Interest Rate Hedge Unrealized (Galn)lloss 

4320000 Nfw BrTWed Fllds U•ed Cnstr·Cr (3,047.349) (3,047,349) (237,777} (676,161) 
AFUDC-Borrowed Funds (3',047,349) (3,047,349) (237,777) (676,161) 

Total Interest Cha es 44 508734 44508,734 13,514,457 9,779,251 
INCOME BEFORE INCOME TAXES and EQUITY EARNINGS 16,288,179 16 88 179 15 092109 56,133,454 

INCOME TAXES and EQUITY EARNINGS 

4091001 Income Taxes, UOI - Federal (193,245) (193,245) (1,088,997) (7,034,759) 10,362,906 
409lG01 Inc Tax. Oth lnc40ed·Federal 1,182,262 1,182,262 (8,652) 1,122,787 68,127 

Federal Current Income Tax 989,017 989,017 (1,097,649) (5,911,972) 10,431,033 
4101001 Prov Del liT Ultl Op Inc. Fed 60,544,574 60,544.574 20,370.711 27.993,681 12.180,181 
4102001 Prov Oel Iff Olh 1&0- Fede111l (218,251) (218,251) 17,524 6,589 11 ,984 
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4111001 Prv Del liT .Cr Ul" Op lne>Fed (43,410,193) (43,410,193) (14,929,053) (24,751,758) (3,729,382) 
411,2001 Prv Def liT .Cr Oth 1&0-Fed (12,724,980) (12,724,980) (75,726) (12,633,7B.1) (15,473) 

Federal Deferred Income Tax 4,191 ,150 4,191,150 5,383,457 (9,385,268) 8,447,310 
4114001 lTC Adj, Ublity Oper • Fed (230,012) (230,012) (38,749) (51,103) (140,159) 

Federal Investment Tax Credits (230,012) (230,012) (38,749) (51,103) (140,159) 
federal Income Taxes 4,950,156 4,950,156 4,247,059 (15,348,343) 18,738,183 

409100212 Income Taxes UOI· • State (175.242) (175,242) (25.722) (200,363) 50,843 
409100213 Income Taxes 001 - Stale 2.415,966 2,415,966 747,341 (893,223) 2.618.954 
409200212 Inc Tax Oth Inc Dod - State (4.867) (4,867) (1.906) (1 ,848) (1 .112) 
409200213 Inc I ax Olh Inc Qed • State 208,126 208,126 320 193,640 14.167 

State Current Income Tax 2,443,984 2,443,984 720,033 (901,7941 2,682,851 
State Deferred Income Tax 
State Investment Tax Credits 

State Income Taxes 2,443,984 2,443,984 720,033 (901,794) 2,682,851 
409100313 Income Tll>l UOI - l ocal (12,129) (12,129) 0 0 0 

Local Current Income. Tax (12,129) (12,129) 
Local Deferred Income Tu 
Local Investment Tax Credits 

Local Income Taxes (12,129) (12,129) 
Foreign Current Income Tax 
Foreign Deferred Income Tax 
Foreign Investment Tax Credits 

Foreign Income Taxes 
Total Income Taxes 7,382,011 7,382,011 4,967,092 (16,250,137) 21,421,034 
E u Earn I s ofSubs 
INCOME AFTER INCOME TAXES and EQUITY EARNINGS 8 906168 8 906168 10,125 018 34 71 19 

8 906 168 8 906168 10 125 018 34,712,419 
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BALANCE SHEET 

Layout: Gl.SI21t 

Account: GI.,J.CCT_SEC Bualneu Unit: REGIONAL_,<LCONS 

ASSETS 
Cash and Cash Equivalents 
Other Cash Deposits 

Customers 
Accrued Unbilled Revenues 
Miscellaneous Accounts Receivable 
Allowances for Uncollectible Accounts 

Accounts Receivable 
Advances to Affiliates 
Fuel, Materials and Supplies 
Risk Management Contracts • Current 
Margin Deposits 
Unrecovered Fuel • Current 
Other Current Regulatory Assets 
Prepayments and Other Current Assets 

TOTAL CURRENT ASSETS 

Electric Production 
Electric Transmission 
Electric Distribution 
General Property, Plant and Equipment 
Construction Work-in-Progress 

TOTAL PROPERTY, PLANT and EQUIPMENT 
less: Accumulated Depreciation and Amortization 

NET PROPERTY, PLANT and EQUIPMENT 
Net Regulatory Assets 
Securitized Transition Assets and Other 
Spent Nuclear Fuel and Decommissioning Trusts 
Investments in Power and Distribution Projects 
Goodwill 
Long· Term Risk Management Assets 
Employee Benefits and Pension Assets 
Other Non Current Assets 

TOTAL OTHER NON-CURRENT ASSETS 

TOTAL ASSE:TS 

LIABILITIES 
Accounts Payable 
Advances from Affiliates 
Short-Term Debt 
Other Current Regulatory Liabilities 

Kentucky Power 
lntConsol 
GLS8216 

YTD Dec2013 

742,782 
0 

17,888,549 
856,776 

9,856,159 
(77,562) 

28,523,922 
0 

136,253,647 
4,356,386 
1,045,959 

0 
0 

2,237,407 
173,160,103 

1,052,756,733 
507,844,544 
693,480,859 
480,758,822 
128,599,148 

2,863,440,106 
(943,889,464) 

1,919,550,642 
216,359,696 

0 
0 
0 
0 

3,483,625 
11,446,242 
20,202,653 

251,492,216 

2,344,202,961 

60,789,783 
8,564,457 

0 
0 

Kentucky Power 
Company -

110 

YTD Dec 2013 

742,782 
0 

12,309,701 
856,776 

4,932,404 
(77,562) 

18,021,319 
0 

2,261,757 
36,893 
53,976 

0 
0 

1,959,186 
23,075,913 

736,524,200 
0 
0 

199,571 
12,638,869 

749,362,640 
(230,907' 155) 
518,455,485 
103,145,781 

0 
0 
0 
0 
0 

(1 ,372,567) 
7,706,497 

109,479,711 

651,011,109 

62,742,356 
(2,004,073) 

0 
0 

Kentucky Power 
Company • Generation 

117 

YTD Dec 2013 

0 
0 

4,776,578 
0 

51 ,297,374 
0 

56,073,952 
0 

85,472,788 
4,319,493 

991,983 
0 
0 

163,036 
147,021,252 

571,799,289 
0 
0 

1,535,563 
4,978,744 

578,313,596 
(237 ,346,507) 
340,967,088 

25,050,542 
0 
0 
0 
0 

3,483,625 
(174,524) 

2,067,001 
30,426,644 

518,414,985 

48,612,333 
138,447,512 

0 
0 

Page 1 

Kentucky Power 
Company· 

180 

YTD Dec 2013 

0 
0 

802,270 
0 

9,066,373 
0 

9,868,643 
0 

807,299 
0 
0 
0 
0 

115,185 
10,791,128 

503,846,251 
0 
0 

1,160.479 
35,728,716 

540,735,446 
(165,548,853) 
375,186,593 
54,801,281 

0 
0 
0 
0 
0 

250,443 
4,367,286 

59,419,011 

445,396,731 

4,875,087 
(127 ,878,981) 

0 
0 
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098 V2099-01- Account: GL._ACCT SEC 8ualnHa Unit: REGIONAL A_ CONS YTDDec 2013 YTD Dec2013 YTD Dec2013 YTDDec2013 

Long-Term Debt Due Within One Year Non-Affiliated 0 0 0 0 
Long-Term Debt Due Wrthin One Year · Affiliated 0 0 0 0 
Risk Management Liabilities 1,827,628 0 1,827,628 0 
Accrued Taxes 15,552,699 8,259,360 (5,436,626) 8,554,965 
Memo: Property Taxes 19,689,629 9,172,839 881,989 5,459,801 
Accrued Interest 6,677,502 2,656,392 1,941,948 2,019,787 

Risk Management Collateral 840,867 0 840,867 0 
Utility Customer Deposits 24,370,419 24,370,419 0 0 

Deposits • Customer and Collateral 25,211,285 24,370,419 840,867 0 
Over-Recovered Fuel Costs • Current 2,850,638 0 2,850,638 0 

Dividends Declared 0 0 0 0 
Preferred Stock due W/IN 1 Yr 0 0 0 0 
Obligations under Capital Leases - Current 989,539 396,047 491 ,508 101,984 

Tax Collections Payable 2,193,334 2,163,813 20,1 87 9,333 
Revenue Refunds -Accrued 1,378,946 0 259,350 1,119,596 
Accrued Rents • Rockport 0 0 0 0 
Accrued • Payroll 712,092 456,076 178,222 77,795 
Accrued Rents 0 0 0 0 
Accrued ICP 3,579,700 2,200,358 988,481 390,861 
Accrued Vacati ons 3,079,667 1,959,238 793,540 326,889 
Mise Employee Benefits 1,039,485 475,437 301,836 21,945 
Payroll Deductions 155,889 95,904 41,745 18,240 
Severance I SEI 0 0 0 0 
Accrued Workers Compensation 684,514 447,427 94,394 39,536 

'2530022 Customer Advance Receipts 1,986,684 1,986,684 0 0 

Customer Advance 1,986,684 1,986,684 0 0 
Control Cash Disbursement Account 1,681 ,797 1,681 ,797 0 0 
JMG Liability 0 0 0 0 

2420087 Engage to Gain Incentive 421,265 273,097 102,833 45,335 

2.420088 Econ. Development Fund Curr 233,000 0 233,000 0 

2420512 Unclaimed Funds 4,133 4,133 0 0 

2420542 Ace Cash Franchise Req 76,324 76,324 0 0 
242059213 Sales Use Tax- Lease Equrp 9,259 9,142 43 75 
2420643 Accrued Audit Fees 40,270 338 39.729 203 

2420656 Federal Mitigation Accru (NSR) 554,326 0 376,794 0 

2420664 ST State Mitigation Def (NSR) 279,106 0 189,717 0 

2530050 Deferred Rev ·Pole Attachments 90.82.8 90.828 0 0, 

2530112 Other Deferred Credlts.Curr 22t616 0 221,616 0 

Mise Current and Accrued Liabilities 1,930,128 453,862 1,163,733 45,613 
Current Other and Accrued Liabilities 18,422,237 11,920,595 3,841,489 2,049,808 

Other Current Liabilities 19,411,776 12,316,642 4,332,997 2,151,792 
TOTAL CURRENT LIABILITIES 140,885,769 108,341,096 193,417,296 (110,277 ,351) 

Long-Term Debt· Affiliated 20,000,000 7,949,800 5,883,600 6,166,600 
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09B V2099.01- Account: GL ACCT SEC 8 111lne18 Unit: REGIONAL A. CONS YTO Dec 2013 YTD Dec 2013 YTD Dec 2013 YTD Dec 2013 

Long-Term Debt · Non Affiliated 730,000,000 21 0,669, 700 155,915,400 163,414,900 
Long-Term Debt· Premiums and Discounts Unamort (611,325) (242,996) (179,840) (18i!,490) 

Memo - LTD NonAffiliated and Pf9miums 729,388,675 210,426,704 155,735,560 163,226,4 10 
Long-Term Risk Management Liabilities- Hedge 0 0 0 0 

2440002 L T Unreal Losses - Non Affil 2.148,367 0 2.148,367 0 

2440022 LIT Liability MTM Collateral (43,369) 0 {43,369) 0 

Long-Term Risk Management Liabilities- MTM 2,104,998 0 2,104,998 0 
Long-Term Risk Management Liabilities 2,104,998 0 2,104,998 0 
Deferred Income Taxes 556,157,782 166,258,936 81 ,800,706 116,964,220 
Deferred Investment Tax Credits 125,747 24,165 37,828 63,755 
Regulatory Liabilities and Deferred Credits 22,800,132 (30,601,192) 59,644,767 (6,243,443) 

Memo - Reg Liab and Def lTC 22,925,879 (30,577,027) 59,682,594 (6. 179,688) 
Asset Retirement Obligation 20,526,045 60,944 4,043,636 0 
Nuclear Decommissioning 0 0 0 0 
Employee Benefits and Pension Obligations 6,040,775 3,205,747 1,391,569 56,634 
Trust Preferred Securities 0 0 0 0 
Cumulative Preferred Stocks of Subs • Mandatory Redf 0 0 0 0 

Obligations Under Capital Leases 3,420,143 1,035,940 1,946,626 437,577 
Def Credits - Income Tax 679,196 360,765 275,890 42.541 

2530114 Feder! Mitigation Dererai(NSR) 1,110,644 0 754,942 0 

Def Credits - NSR 1,110,644 0 754,942 0 
2520000 Customer Adv for Construction 112,133 112,133 0 0 

Customer Advances for Construction 112,133 112,133 0 0 
Def Gain on Sale/Leaseback 0 0 0 0 
Deferred Gain on Sale and Leaseback - Rockport 0 0 0 0 
Def Gain on Disp of Utility Plant 0 0 0 0 

2530000 Other Deferred Credits 7 ,346 0 7,346 0 
2530004 Allowances 12,900 0 12,900 0 
2530067 IPP - System Upgrade Credits 268,842 0 0 268,842 
2530092 Fbr Opt Lns-ln Kind Sv-Dfd Gns 156,932 156,932 0 0 
2530101 MACSS Unlde11Ufled EDI Cash 239 239 0 0 
2530137 Fbr Opl Lns-Sold-Defd Rev 103,174 0 0 103.174 

Def Credits - Other 549,433 157,171 20,246 372,016 
Total Other Deferred Credits 661,566 269,304 20,246 372,016 
Accumulated Provisions ~ Rate Refund 0 0 0 0 
Accumulated Provisions - Mise 932,000 0 932,000 0 

Other Non-Current Liabilities 6,803,548 1,666,008 3,929,704 852,134 
TOTAL NON-CURRENT LIABILITIES 1,363,947,702 358,991 '113 314,572,367 281,086,310 

TOTAL LIABILITIES 1,504,833,471 467,332,209 507,989,663 170,808,959 
Cumulative Pref Stocks of Subs - Not subject Mand Reder 0 0 0 0 
Minority Interest • Deferred Credits 0 0 0 0 

COfc~lMON SHAREHOLDERS' EQUITY 
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Lltyout : GLS821' 

098 V2099..01- Account: GL_ACCT_SEC Bldlnna Unll: REGIONAl,_A_CONS YTDDec2013 YTD Dec 2013 YTD Dec2013 YTD Dec 2013 

Common Stock 50,450,000 22,404,049 10,287,603 17,758,348 
Paid In Capital 614,648,268 106,025,371 48,684,793 84,039,836 
Premium on Capital Stock 0 0 0 0 
Retained Earnings 179,690,924 55,313,124 (48,480,098) 172,857,898 
Accumulated other Comprehensive Income (loss) (5,419,702) (63.~44) (66,976) (68,309) 

TOTAL SHAREHOLDERS' EQUITY 839,369,490 183,678,901 10,425,321 274,587,n2 
Memo: Total Equity 839,369,490 183,678,901 10,425,321 274,587,n2 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 2,344,202,961 651,011,109 518,414,985 445,396,731 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1431 of 1829

AMERICAN ELECTRIC POWER COMPANY 
GLS8216 

YTD Dec2012 
0111312014 09:19 

098 V2099-0i· 

BALANCE SHEET 

layout : GLSBZ1& 

Atcavnt: GL.ACCT_SI:C Bwlnua Unit: REGIONAl.._~ CONS 

ASSETS 
Cash and Cash Equivalents 
Other Cash Deposits 

Customers 
Accrued Unbilled Revenues 
Miscellaneous Accounts Receivable 
Allowances for Uncollectible Accounts 

Accounts Receivable 
Advances to Affiliates 
Fuel, Materials and Supplies 
Risk Management Contracts • Current 
Margin Deposits 
Unrecovered Fuel • Current 
Other Current Regulatory Assets 
Pre~a~ments and Other Current Assets 

TOTAL CURRENT ASSETS 

Electric Production 
Electric Transm.ission 
Electric Distribution 
General Property, Plant and Equipment 
Construction Work-in-Progress 

TOTAL PROPERTY, PLANT and EQUIPMENT 
less: Accumulated De~reciation and Amortization 

HET PROPERTY, PLANT and EQUIPMENT 
Net Regulatory Assets 
Securitized Transition Assets and Other 
Spent Nuclear Fuel and Decommissioning Trusts 
Investments in Power and Distribution Projects 
Goodwill 
l ong-Term Risk Management Assets 
Employee Benefits and Pension Assets 
Other Non Current Assets 

TOTAL OTHER NON-CURRENT ASSETS 

TOTAL ASSETS 

LIABILITIES 
Accounts Payable 
Advances from Affiliates 
Short-Term Debt 
Other Current Regulatory Liabilities 

Kentucky Power 
lntConsol 
GLS8216 

YTD Dec2012 

1,481,978 
0 

25,825,998 
4,471 ,700 

53,533,735 
{163,315~ 

83,668,119 
0 

137,022,894 
6,174,820 
1,920,501 

0 
0 

4,870,790 
235,139,101 

1.438,998,684 
495,980,929 
652,615,329 

65,150,194 
87,923,832 

2, 740,668,967 
(884,015,657! 

1,856,653,310 
213,734,008 

0 
0 
0 
0 

6,881,655 
0 

54,985,194 
275,600,857 

2,367,393,268 

131,699,742 
13,358,856 

0 
0 

Kentucky Power 
Company· 

110 

YTD0ec2012 

1,481,978 
0 

7,954,139 
816,940 

30,792,765 
(141,538} 

39,422,305 
0 

2,091,348 
11,102 
32,003 

0 
0 

1,635,895 
44,674,631 

697,175,919 
0 
0 

199,571 
16,900,690 

714,276,179 
(216,698,508! 
497,577,671 
122,949,981 

0 
0 
0 
0 
0 
0 

5,971,833 
128,921,814 

671,174,116 

80,227,856 
7,105,706 

0 
0 

Kentucky Power 
Company - Generation 

117 

YTD Dec 2012 

0 
0 

6,693,246 
0 

49,708,084 
0 

56,401 ,330 
0 

91 ,343,093 
6,163,718 
1,888,498 

0 
0 

2,958,625 
158,755,264 

567,653,334 
0 
0 

4,370,046 
2,595,021 

574,U8.401 
!225,580,674) 
349,037,727 

34,817,970 
0 
0 
0 
0 

6,881,655 
0 

39,281,491 
80,981,116 

588,774,107 

76,263,880 
104,833,217 

0 
0 

Page 1 

Kentucky Power 
Company-

180 

YTD Dec2012 

0 
0 

1,018,421 
0 

22,384,683 
0 

23,403,104 
0 

774,015 
0 
0 
0 
0 

111,195 
24,288,315 

494,324,126 
0 
0 

1,129,887 
24,785,581 

520,239,594 
(161 ,094,165) 
359,145,429 
55,966,057 

0 
0 
0 
0 
0 
0 

3.626,788 
59,592,845 

443,026,589 

7,393,486 
(98,580,067) 

0 
0 
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098 V2099·01· Acco~:G~CCT_SEC Buolnooo Unit: REGIONAL_o\..COHS YTD Dec 2012 YTD Dec2012 YTD Dec2012 YTD Dec 2012 

Long-Term Debt Due Within One Year Non-Affiliated 250,000,000 0 0 0 
Long-Term Debt Due Within One Year - Affiliated 0 0 0 0 
Risk Management Liabilities 3,320,068 0 3,320,068 0 
Accrued Taxes 11,463,832 3,961,068 (2,541 ,2361 5,212,007 
Memo: Property Taxes 15,302,594 4,697,887 3,158,849 3,209,609 
Accrued Interest 12,001,656 3,257,419 1,8n,295 2,075,275 

Risk Management Collateral 101,978 0 101,978 0 
Utility Customer Deposits 23,382,987 23,382,987 0 0 

Deposits • Customer and Collateral 23,484,965 23,382,987 101,978 0 
Over-Recovered Fuel Costs ·Current 7,928,323 0 7,928,323 0 

Dividends Declared 0 0 0 0 
Preferred Stock due WIIN 1 Yr 0 0 0 0 
Obligat.ions under Capital Leases - Current 1,728,601 992,833 182,542 228,501 

Tax Collections Payable 2,111,104 2,033,137 19,621 8,469 
Revenue Refunds - Accrued 3,799,625 1,635,430 14,645 2,149,551 
Accrued Rents - Rockport 0 0 0 0 
Accrued - Payroll 978,919 381,315 169,4?0 66,770 
Accrued Rents 0 0 0 0 
Accrued ICP 6,351,443 2,Q01,011 1,112,903 367,160 
Accrued Vacations 4,685,628 1,904,394 864,374 329,704 
Mise Employee Benefits 1,323,281 780,990 249,175 27,832 
Payroll Deductions 201,926 83,581 41 ,869 18,881 
Severance I SEI 463,981 258,527 85,039 120,415 
Accrued Workers Compensation 690,580 301,886 103,149 20,508 

2530022 Customer Advance Receipts 2,634.498 2,634,498 0 0 

Customer Advance 2,634,498 2,634,498 0 0 
2420511 Control Cash Dlsburse Account 1,998,024 1,998.,024 0 0 

Control Cash Disbursement Account 1,998,024 1,998,024 0 0 
JMG Liability 0 0 0 0 

2420512 Unclaimed Funds 3,657 3,657 0 0 
2420542 Ace Cash FranChise Req 80,393 80,393 0 0 
242059212 Sales Use Tax • Leased Equip 14,374 1,948 4,592 7,834 

2420643 Accrued Audit Fees 3,647 1,610 1,086 950 
2420656 Federal Mitigation Aocru (NSR) 550,54.4 0 376,794 0 
2420664 ST State Mitigation Def (NSR) 668.155 0 457.288 0 
2530050 Deferred Rev ,pole Attachments 78,940 78,940 0 0 
2530112 Othef Deferred Credlts-Curr 1,113,327 125,354 987,973 0 

Mise Current and Accrued Liabilities 2,513,037 291,902 1,827,733 8,785 
Current Other and Accrued Liabilities 27,752,047 14,804,694 4,487,978 3,118,074 

Other Current Uabilities 29,480,648 15,797,526 4,670,520 3,346,575 
TOTAL CURRENT LIABILITIES 482,738,090 133,732,562 196,454,046 (80,552,724) 

Long-Term Debt- Affiliated 201000,000 6,907,200 7,335,600 5,757,200 
Long-Term Debt- Non Affiliated 530,000,000 197,753,600 176,839,800 155,406,600 
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2450011 

2440002 

2440022 

2530114 

2520000 

2530067 

2530092 

2530137 

BALANCE SHEET 

Layout : GLSI211 

""ount: GL ACCT SEC Bualnna Unit: Rf.GlONAl. A CONS 

Long-Term Debt - Premiums and Discounts Unamort 
Memo - LTD NonAffiliated and Premiums 

LIT Ltabillty-Commodfty Hedges 

Long-Term Risk Management Liabilities- Hedge 
L T Unreal Losses - Non Affil 

LIT Ltability MTM Collateral 

Long-Term Risk Management Liabilities- MTM 
Long-Term Risk Management Liabilities 
Deferred Income Taxes 
Deferred Investment Tax Credits 
Regulatory Liabilities and Deferred Credits 

Memo - Reg Uab and Def lTC 
Asset Retirement Obligation 
Nuclear Decommissioning 
Employee Benefits and Pension Obligations 
Trust Preferred Securities 
Cumulative Preferred Stocks of Subs • Mandatory Redl 

Obligations Under Capital Leases 
Def Credits - Income Tax 

Federt Mitigation Deferai(NSR) 

Def Credits - NSR 
Customer Adv for ConstructiOn 

Customer Advancas for Construction 
Def Gain on Sale/Leaseback 
Deferred Gain on Sale and Leaseback - Rockport 
Def Gain on Disp.of Utility Plant 

IPP - System Upgrade Credits 

Fbr Opt Lps-ln Kind Sv-Dfd Gns 

Fbr Opt Lns-Sold-Defd Rev 

Def Credits - Other 
Total Other Deferred Credits 
Accumulated Provisions - Rate Refund 
Accumulated Provisions - Mise 

Other Non-Current Liabilities 
TOTAL NON-CURRENT LIABILITIES 

TOTAL LIABILITIES 
Cumulative Pref Stocks of Subs - Not subject Mand Reder 
Minority Interest • Deferred Credits 

COrvlMON SHAREHOLDERS' EQUITY 
Common Stock 
Paid In Capital 
Premium on Capital Stock 

Kentucky Power 
lntConsol 

GLS8216 

YTD Dec2012 

(804,717) 
529,195,283 

82,731 

82,731 
4,200,196 

(582,5451 

3,617,651 
3,700,382 

505,522,745 
355,759 

25,803,164 
26,158,922 

8,759,164 
0 

32,386,979 
0 
0 

3,128,523 
1,286,428 

1,103,065 

1,103,065 
63,178 

63,178 
0 
0 
0 

260,280 

162,614 

116,729 

539,623 
602,801 

0 
0 

6,1 20,817 
1,131,844,293 

1,614,582,'383 
0 
0 

50,450,000 
531,535,595 

0 

Kentucky Power 
Company-

110 

YTDDee 2012 

(290,306) 
197,463,294 

0 

0 
0 

0 

0 
0 

158,056,358 
62,914 

(26,719,679) 
(26.656,765) 

57,546 
0 

19,587,227 
0 
0 

801,440 
370,015 

0 

0 
63,178 

63,178 
0 
0 
0 
0 

162,614 

0 

162,614 
225,792 

0 
0 

1,397,247 
356,812~107 

490,544,669 
0 
0 

22,404,049 
106,025,371 

0 

Kentucky Power 
Company - Generation 

117 

YTDDee 2012 

(259,604) 
176,580,196 

82,731 

82,731 
4,200,196 

(582,545) 

3,617,651 
3,700,382 

89,978,166 
88,931 

57,506,079 
57,595,010 

3,844,713 
0 

9,829,651 
0 
0 

604,497 
876,869 

754,942 

754,942 
0 

0 
0 
0 
0 
0 

0 

0 

0 
0 
0 
0 

2,236,308 
351,100,025 

547,554,070 
0 
0 

10,287,603 
48,684,793 

0 

Page3 

Kentucky Power 
Company-

180 

YTD Dee 2012 

(228,140) 
155,178,460 

0 

0 
0 

0 

0 
0 

107,413,593 
203,914 

(4,983,236) 
("1.779.322) 

0 
0 

1,563,914 
0 
0 

268,363 
39,545 

0 

0 
0 

0 
0 
0 
0 

260,280 

0 

116,729 

377,009 
377,009 

0 
0 

684,917 
265,818,762 

185,266,038 

0 
0 

17,758,348 
84,039,836 

0 
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Retained Earnings 
Accumulated Other Comprehensive Income (Loss) 

TOTAL SHAREHOLDERS' EQUITY 
Memo: Total Equity 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 

Kentucky Power 
lntConsol 
GLS8216 

YTD Dec2012 

190,818,916 
(19,993,625} 

752,810,885 
752,810,885 

2,367,393,268 

Page4 

Kentucky Power Kentucky Power Kentucky Power 
Company-· Company • Generation Company-

110 117 180 

YTD Dec2012 YTD Dec2012 YTD Dec 2012 

52,287,148 (17,514,669) 156,046,437 
(87,121) t237,690) (84,070} 

180,629,447 41 ,220,037 257,760,551 
180,629,447 41 ,220,037 257,760,551 

671,174,116 ss8,n4,107 443,026,589 
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DETAIL OF ELECTRIC UTIUTY PROPERTY 

YEAR TO DATE- December, 2013 

GLR7210V 01/10114 01:14 

BEGINNING ORIGINAl COST ENDING 
BALA,..CE ADDITIONS RETIREMENTS ADJUSTME'NTS 'TRANSFERS BALANCE 

UTIUJY PLANT 

1011106 GENERATION 559,731,713.30 6,493,136.08 (4,682,3!9.19) 000 000 561 ,542.470.19 

TOTAl PRODUCTION 6&1,731,713.30 6,4S3,1341.01 (4,112,37!1.11) 0.00 o.oo &f1,542,470.19 

101/106 TRANSMISSION ~93 • .489.120.26 14.626.518A7 (4,950.066,93) 0.00 0.00 503,165,57UO 
101/106 DISTRIBUTION 693,312,997.44 53,375,152.46 (12,91U59 09) o.oo 000 7 33,ns.s90.81 

TOTAL(ACCOUNTS 101 & 101) 1,741,533,Q1.00 74,.4.14,807.0 f (2.2,544,005,21) 0.00 0.00 1,711,414,532.10 

1011001/12 CAPITAl LEASES 5.182,997.28 o.oo 0.00 1.096.151.89 o.oo 6,279. 1~9 17 

102 ELECTRIC PLTPURCHASED OR SOLO 0.00 0.00 0.00 0.00 0.00 0.00 
1140001 ELECTRIC PLANT ACQUISITION 0.00 0.00 0.00 0.00 0,00 0.00 

TOTAL ELECTRIC PLANT IN SERVICE 1,151,7U,821.21 74,414,107.01 (22,544,005.21) 1,016,161.89 0.00 1,104,753,781.97 

1050001 PLANT HELD FOR FUTURE USE. 7,436,550 73 0.00 0.00 000 (30,592.00) 7,405,958.73 

107000X' CONSTRUCTION WORK IN PROGRESS: 

107000X BEG. SAL 44,281,291 91 
107000X ADDITIONS 83,559,1144.20 
107000X TRANSFERS (!4,~94.807.011 

107000X ENO, BAL 9 065,037 19 53,346,329.10 

TOTAl ELECTRIC UTIUTY PLANT 1,10l,43411~0.U ll1ue1844.2D IZ2,544,005.21! 1,091,111.19 (30,692.00} 11115,516,069.80 

NONUDUTY PLANT 

1210001 NONUTilrrY P'ROPERTY.OWNED 964,528.00 0.00 0.00 0.00 30,592.00 995.120.00 
1210002 NONUTILITY PROPERTY-lEASED 0.00 0.00 0.00 0.00 0.00 o,oo 

1240025·2.9 OTHER INVESTMENTS 4,734,975,63 0.00 (2.834.~93.00) 0.00 0,00 1,900,492.63 

TOTAL NONUTIUTY PLANT 5.699,60l.&3 0.00 12,134,413:00) 0.00 30,592.00 2.895,&12.63 

Propared by: PSnVIsion Report GLR72 10V 
Reviewer Cindy Buckbee- Prop Acctg Ca~ton 
Sourcss 01 lnlo; POW81Jlla~l Reports and PS GL 
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Fln•l 01110(2014 KENTUCKY !'OWER COMPANY Page2 
ACCUMULAT£0 PROVISION FOR DEPRECtAnON, AMORTlZATlON, & DEPLETION 

YEAR TO OAT£· Ollcember, 2013 

GLR7410V D1f10/14 07:14 

JIEGINNING PROVISION ORIGINAL NETRE~ TRANSFER! ENDING 
BAlANCE TODAT£ COST SALYCOST ADJUSTMENTS BAlANCE 

UTlUTY PLANT 

NUClEAR 
1080001111 OTHER 0.00 
t080009/10 Di:COMMISSIONING COSTS 0.00 

TOTAl NUCLEAR 0.00 

1000001111 PRODUCTION 273.621,070.97 20,629,667.16 (3,385,788.60) (1.447,771 .13) 0.00 289.417. 178.40 
1000001111 l'RJINSMISSION 157,337,333,70 8.7~449.22 (4, 771,201, 12) 2 19,213.36 0.00 161,537.795.16 
1080001111 DISTRIBUTION 179,721,144.51 24,533,952.48 (9,027,6i3.25) (2,oU!2,823.10) 0.00 192,744,660.64 

1080013 PRODUCTION (3.095,458.61) 0.00 0.00 0.00 (524,556.85) (3,620,015.26) 
1080013 TRANSMISSION 0,00 0.00 0.00 0.00 ·0.00 0.00 
1080013 DISTRIBUTION (17,669.03) 0.00 0.00 0.00 (9,029.82) (26,698.85) 

RETIREMENT WORK IN PROGRESS (6,326,680.62) 0.00 o.oo (5,704,952. 77) 3,711,380.87 (8,320,252.52) 

TOTAL (101X accaunta) 501,231,740.93 63,91&,0&1.1& (17,114,&02.91) (9,41&,333.&4) 3,177, 7S..40 &31;732,167.61 

NUCLEAR 0.00 
1110001 PRODUCTION 10,451,106.71 '1 ,264,83o4. 75 (1,296,590.59) 0.00 o.oo- 10,429,350.87 
1110001 TRANSMISSION 1,266,854.7 1 519,803.78 (178,885.81) 0.00 0.00 1,507,792,58 
1110001 D ISTRIBUTION 9,166,379.72 1.900,150,87 (3.883,945.64) 0.00 0,00 7,182,584.75 

TOTAL (111X accounts) 20,884,341.14 3,614,78t.40 (5,361,.4G2.24) 0.00 0,00 19,219,728.30 

1011006 CAPITAl LEASES 2,104,820.44 0.00 0.00 0.00 (235,353,35) 1,889,.467.09 

1150001 /.COUISfTION ADJUSThiENT 1\MORT 0.00 0.00 0.00 0.00 0.00 000 

TOTAL ACCUM DEPR & A MORT. n•,231,902.51 57,100,8&8.2' 122,544,006.21) (9,418,333.64) 2,!42,441.05 66Z.UU&2.t7 

NONUTllJTY PLANT 

1220001 Depr&Amn of Nonutl Prop.O-.wld 208,286.03 1>,669.72 0.00 0.00 0.00 214,955.75 
1240027 OU1ar Propej1y • RWIP (7.500.00) 0.00 0.00 (2,834,oU!3·.00) 2,838,583.00 (3,400.00) 
1240028 Other Propej1y. RETlRE. 0,00 o,oo (2.834,483.00) 2,834,483.00 0.00 0.00 

TOTAL NONUTtUTY PlANT 200,18&.03 6,&59.72 !z.ue,.Ul,OOI 0.00 2,8li,SI100 211,565.75 

Prepare~ By: PSnVIslon Report GLR1410V 
Reviewer: Cindy Budcbee- Prop Acdg. Canton 
S.oura!s a! Info: PQWWPia~>l ~opqf\S ll!l,d PS GL 
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January 30, 2014 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-0615 

American Electric Power 
1 Rrversrde Plaza 
Coturnbus, OH q:m5·2373 
AEPcorn 

Please find enclosed Form EIA-826, Monthly Electric Utility Sales and Revenue Report 
with State Distributions for the month of December 2013. 

Sincerely, 

~;MJ 
Brian J. Frantz 
Manager - Regulated Accounting 

BJF 
Enclosure 
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U.S. Departmeni of Energy Monthly Electric Utility Salles and Revenue Fonn Approval 

Energy lnfonnatlon Admimstratton Report with State Distributions - 2013 OMBN0.1905-0129 

1Fonn EIA-826 (Expires 11-30-2007) 

IThio rrport iJ mudatory uadrr Public Law 93-175, the Federal ERe~ AdmiAblration Ad of 19741 Public Law 9!i-91, Departoaeal of Ene~ Orsanlutloa A«. aod 

iPublio Law 101.-486,1he Eoorl!)' Polley Act or 1992. 11\fonnabon reported on the Fonn EIA-826 1s not con.s•doted oonlidonuol Sec Se<:tion V oflhc Oeneral InstruCtions for 

lsanchOIIS s~ttemcn! Public rcportV1g bwtlcn for thiS collectiOn of lflformauon IS estunated to average l 5 hours per ~o•ue. mclud10g the time for rcvoew111g the 11\SUUttJons, 

l•earchl1l!l CXIstlnll data source.s. gathenng and matntam111g the data needed, and completing and rcv1eW1ng the collected uuonnotton Send c:ommcn!S regardin.g thiS form, lis 

ihwrlcn estunate. or any aspect of the data collcchon to the Energy 11\fonnallon AdmmiSII'IlbOfl, Statistical and Methods Group El-73, I 000 Independence A venueS W , 

Forrestal BwldiOg. Washington. D. C 20585, and to the Office of lnfonnatton and Re1111latory AIT:un, Office of Managcn,cnl and Budget. Wash111glon, 0 C 20SO.l (A pmon 

f" reqwred to respond to the collection of mfonnatoon only 1f1t diSplays a valod OMB number) CarduUy read and follow all ieatrvctions. If you need usbunce, ploalt 

lcoatact Al£red Pippi at: (202) 287-16:15 or Charlone Harru-Runll at: (102) 187-1747 or by E-Mail at l.dOt.IOV, 

I Please subm1t by the last calcndu day of the month followmg the rcportmg month. RetarD eooaploted forma by E-Mail at eia-126@eia.doe.cov or ru to (202) 187-1585 or (202)287"1959. 

t of Encr8Y, Energy I !El-53), BG-076 (EIA-826) ,DC , .. 
!Utility Name: Kentucky Power Company til . .... ~: . ..... Code r.t. . :-.--' by EIA>: 22053 

' for the month of: J an_ .Feb_ Mar Aur .May_ .Jun. .Jul_ . Au~t. _ Sep_ .Oct _ _Nov_ . nec_x_ . 201a 
; Person: Ronald F Davia !Phone AlL 

Email: lF'IIlC 614-716-1~-
RETAIL SALES TO ULTIMATE CONSUMERS 

Schedule 1-A: Full Servico! (Energy and Delivery Service (bundled)) 
Instructions: Ente~ the reporting month revenue (thousand dollars),, megawatthours, and number of consumers for energy and delivery service (bundled) 

by State and consumer class category 

State Items ' Industrial Total 
KY 'a Revenue (Thousand Dollars) $ r 23_,~ ~- 10,128 $_ -1_2,I_15 $ 

., 
46_,191 

b Mq;watthours / 261,079 ,. 108,661 ,......231,529 / 601,269 

1 ~.j,~r:!UIIIR Number of coruwnen / 140,119 _.,... 30,732 / 1,301 / 172,152 

•• Revenue (Thousand Dollars) 
[b Mq;wanhoun 

Number or consumers 

I•· Revenue (Thousand Dollars) - fb Megwatthours 

lc, Number of consum..-s 

I•· Revenue (Thousand DollliB) 

lb. Megwallhoun 

Number 

fa Revcoue (Thousand Doll""') 

b Megwallhoun 

Number of coruumers 
fNotc 
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£ 
AMIIIICAN 
llfnRDC 
POWEll 

February 27,2014 

Commonwealth of Kentucky 
Public Service Commission 
21 I Sower Boulevard 
P.O. Box615 
Frankfort. KY 40602-0615 

American Electric Power 
1 R1vers1dc Plaza 
Columbus, 011 43215 2373 
AEP.rom 

Please find enclosed January2014 Financial Report pages fot Kentucky Power Company consisting of the 
following; 

Income Statement: 
1-8 

1-3 

4-7 

8 

Balance Sheet: 

9 

9-11 

10 

II 

Utility Property: 

12-!3 

Manager -Regulated Accounting 

BJF 

Enclosure 
Cc: Lila Munsey (w/pages) 

Income Statement 

Details of Operating Revenues 

Operating Expenses - Functional Expenses 

Detail Statement ofTaxes 

Balance Sheet - Assets & Other Debits 

Balance Sheet - Liabilities & Other Credits 

Deferred Credits 

Statement of Retained Earnings 

Electric Property & Accum Prov for Depr & Amrtz 
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American Electric Pow.r 

GLSIOfl 
YTDJan 2014 
D2/1112014 11131 

088 V20CJ8.0t-01 

4AOOOOt 

•400002 
uoooos 

• 
4420001 .. _ 
d :IOOOI 
4410013 

A 

• 
U20002 
.... 20()0.& 

4420015 

• 
A 

II 
8 

... uoooo 
4440002 

A 

II 

·-~ 4561033 

456,0,. 

45G!Ol5 
4$61Dl6 

•sa1~ 
4561060 

15SUil2 
C56UI5J 

• 
1470150 
44702013 
C.C1'0;)()7 

A.C1010a 

•470l09 
456\00:11: 
456100) 

456100S 

1561006 
4561007 
tt-5fH019 

4501026 
4561029 
4SGtO'JO 
455105& 
.. 5&1061 

4561()64 

4SGI005 
A 

«70001 

<44TOilDS 
t47012& , 
4470002 
4170006 

44100f0 
4•7002( 

1410Cna 

4470033 
1•7006<1 
... 700fl1 
4470082 

4470089 

INCOME STATEMENT 

U,OIII: GI..SC1t 

.t.ccou"t: OL.ACCT t !:C- ltu .. ,... Unllta: R!G!QHAl,e,C.ONS 

REVENUES 
Rn~odt:nlllll Slln-WSpr.ace ~g 

Resdl:t*JI Sllt•·W'O Space~ 
Aet:ldeNIW Fu• Rt ¥ 

Revenue - R"ltlelrtlal Sales 
Comrneu:f.N Sates 
SAtes lo Pub~ + SChools 

StlntoPt.tbAIN> - E'~St.~ 

Commeroal Fuet Re-1 

Raven~· - co,.,.n:la l S.lea 
Ravanuo -lndullrlal S.laa - Aftlllatad 

l tloCullrla*Sa!ts (E:r..l~tl 

lnd So! ... Nc>MIIOO"" Mln .. l 
(~Us.WII.f'VtorR II!'I 

Rovenue - lndullrlal Sale• • NoiiAI!lllated 
Revenve - lndutlrfal Saln 
Revenue - Gn Producta Salea 
Ravanue • Gaa Tranaportatlon & Storage Sal11 
Revenue - Gao Tranaportatlon & Slorap Saloa - Allllla1ed 

P\.lti e Stf~«t~Hogt'lw1y t~II'IQ 

Plll;_~$1& t;,yllQhl"'ti Rw 
RevarNit - Other Rl1an Salaa 
Rovenua- Other R11all Sal11 • Aftlllated 

Revenue- Re1a8 Sa/a 
01'1'~ Btc'Rv·Trn-A!I·TIMf Pnce 
PJM NtT.S Rwenut .anl•led 

PJM fOAllm SefVR.r-v · M 

PJM AfBillllid Trtnt NiTS Co!iit 
P.JM Alti'!ollt:d Tt&M TO Cosl 

~9JMTf.a('tE!'lM!tCfl1r1Rev 

ArPi PJM TraM Eni!Mt~T~nt C:~l 
PROIIlSIOI' PJM NITS Alii c .. t 
PROVISION P JM NITS -•..0 

Revenue. Tranamlaalon..AIIIMatad 
Tt• nN'tl Rev .o.~c. Wfti/Mun 
PJM, TteM 11)\:S c:red!ts.OSS 

PJM batrsn~ IM• UIIWQU · I.SE 

PJM Transm lou cudlts·l.SE 
PJM Uotnlm 10'• CfilfJ>tt.-OSS 

RTO Fcrm.a~ Cos-t ~eecvtrv 

PJM &pansron Cc.:t R•oov 
PJM Point 10 ftl)inl Tr.tns Slt+ 

PJ._. Tt*'lt ~411 Admin Atv 

PJM N~fJc Integ Tran• Svt 
Oln Set Reot Tral'l!l Non Alfil 

PJM PONf9c- Cut Rw'M\111 Cu-NA 
PlJM tcfTS Rnonlie ~ Cu:s-tUVI 

PJM 'fO SeN ffcv ~t Ou•NAtf 

Noi\Aff'~ P.JM Trans Enni"'C!m Rfl¥ 
NAffPJM RTEP RpyJot'JI.MI FR 

PRO'YISION PJM NITS V•III!C.,-NAI 
PROVISOON PJM Na'S 

RaVII!ua - Trana1!11aalon-NonAmUatod 
Raven• -Trana-lon 

~HtG!'RetaJ• ~CiiU 

Sb lot Rll • J:=ue! Rtv . An~ 

Ut:s fOI ~n·AJt' Pool Enetcrt 
Revenue - Raur.Afllllat.d 

SAitt lor R«""M• ~n.Anoc 
S&!et r()f Rt'u l.o-Bookoul Salts 

Sal" lOt llesa~..at)()Kout PUrcn 
V'VtllaiiM~~t~WtJ N fl Fuel Rn 

s.I<!Rewl,t · Nil · Full R"' 
W'nat/Murii/Pub AU!ft 8"" Rw 

~ Trdtng"Tran• E.Jp.N'o.nAI.JOt. 

Fln•nollf Sp.srtc Gal Rt•ICZ' il'd 

Fmt no• Ell'dtc ReG u.:f 

P.JM Energy SIH.J MltSJ!I'! 

Kantvcky ,.,_, 

lnt Conaol 

Gl$101$ 
Actual 

YTDJan2D1• 

16,572,014 
6,184.589 
9,822,327 

l2,578,1l0 
7 4B6,358 
1,:135,373 
1.381.712 
4,041,n9 

14,245,222 

5,648,017 
2.624,287 
7,432,151 

15,704,455 
15,704,465 

122,435 
33,na 

1&1,213 

12,1114,120 
0 

3 1\9,037 
0 

(3,105,532) 
0 

27283 
(27,165) 
(63.395) 
(18,310) 
(11,112) 

4.n5 
537 368 

(5.320.266) 
929,407 

(3.6 84,422) 
(931) 

6 ,036 
69,853 
23,846 

1,223,314 
7,611 

601 
230,686 

3.739 
27 779 

2,018 
(1 ,187) 
(6,7 13) 

(1,141,4141 
(6,014,5t5J 

(262) 
9,5~1 

5,479.520 
5,411,711 

206,249 
1,697, 195 

(3,004,446) 
328,065 

(211, 165) 
276.064 

(113) 
2 ,572 

1,386,305 
35.,4•47,973 

Page I 

Kentucky p,_, Kentucky P..-r Kanlucky Powwr 
Company- Company - Genaratlon Com!>lnY· 
Dlatrtbullon Tranamlaolon 

110 117 110 
Ac:tual Actual Actual 

YTDJan 201• YTDJan 2014 YTDJan2014 

16,539,061 32.947 0 
6 .172.334 12,255 0 
9,822,327 0 0 

32,533,721 45,202 
7,257 954 228,404 0 
1,292,430 42,943 0 
1,338,525 43,181 0 
4 ,041 ,779 0 0 

13,Sl0,111 314,134 

5,408,906 239,111 0 
2,523,376 100.910 0 
7,432,151 0 0 

15,314,434 340,021 
15,354,434 340,021 

116.541 5893 0 
33 i78 0 0 

160,311 5,113 

11,179,170 705,150 
0 0 3,707,100 
0 0 3,119,037 
0 0 59,902 
0 (3,105,5321 0 
0 (59,902) 0 
0 0 27.283 
0 (27 165) 0 
0 (63.395) 0 
0 0 (18,340) 

(3,255,H4) $,194,811 
0 (56,845) 61 ,619 
0 537,368 0 
0 (5 ,320,266) 0 
0 929,-107 0 
0 (3,664.422) 0 
0 (1 3.3661 12,435 
0 (8,0501 14,0BB 
0 69,853 0 
0 0 23,848 
0 0 1,223314 
0 0 7611 
0 0 601 
0 Q 230,686 
0 0 3 ,739 
0 0 27.n9 
0 0 2 .018 
0 0 (1,187) 
0 0 (6,713) 

(7,545,320) 1,611,131 
(10,102,:J13) 8,414,117 

0 (262) 0 
0 9,531 0 
0 5.479,520 0 

5,411,711 
0 206.249 0 
0 1,697 195 0 
0 (3,001,446) 0 
0 326.065 0 
0 (211 ,165) 0 
0 276,064 0 
0 (113) 0 
0 2 .572 0 
0 1 386,305 0 
0 95.447,973 0 
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American Electric Power 
Page 2 

INCOME STATEMENT Korotucky P-r Kerotucky P-r Kerotucky P-r Kerotucky Po•r 
lntCONIOI Co mpany · Company · Geno,.llo n Company · 

GLS8011 Dhrtrlbutlon T,.nsmlaalon 
Yltl Jan 21114 GLSI 111& 1111 117 110 
OVl\12014 11·39 Actua l Actual Actual Actual 

L..,..,t: GUIIIDII 
019 11'2-.cl1-ll1 Aa1ot.HC: ~CT.SEC Bualnau Unlta: REGIO~~CONS Yll>Jon 2014 Yltlhn 2014 Yltl J on 2014 Yltl Jan 2014 

~47000l PJM l rn,~ COf'ICies•Of'l·lSE (12.728.002) 0 ( 12.728.002) 0 
4.&700Qt PJM Oper Reuntt Rw·OSS (1,460,919) 0 (1,460,9 19 ) 0 
44700519 C•p.ac ly c;:, N•l Slt•t 52,484 0 52,484 0 
~ .. 70109 P.JM FTR Rtvtnu.OSS 969 0 969 0 
• •70101 PJM FTR Rew-enue-I.SE 3 ,816,850 0 3.816',850 0 
4470\ 0 ) P JM En-';y S.tet Co'\l 19,821.812 0 ,9,821 ,8 12 0 
4C70 f06 PJM PClPt r,_.,.., Pu1c.lt-Non.M (15) 0 (15) 0 
« 70101 PJM NITs Pu:tf'I-NoMft 929 0 929 0 
•U10l09 PJM F'TA R~e"ue-Ss>tC (210,346) 0 (210,34&) 0 
4470110 PJM TOMmlll &~·HoMII (176) 0 (176) 0 
.4470HS PJM M.tfrf Corrt.®I\..OSS (10,205) 0 (10,205) 0 
~7DH6 PJM M_,t! Con,nona.t.SE 30,328 0 30,326 0 
4470124 PJM O,a em""ol So«·OSS 0 0 0 0 
« 701<!1 PJM lnC2~1'tlll{ lmo Cong-OSS (12.969,559) 0 (12.969.559) 0 
••1o1•1 PJM COI')trl ct Nt~ Chit.!Gt Cfe61 (14) 0 (14) 0 
4070141 F\nlrc~• ~ RIP* t<l 49 0 49 0 
.. U70 \44 Rull( St,t nno ~ 06 SIA 69 0 69 0 
<4701!5 OSS PhytJcal Matgm Raoau 175 0 175 0 
4470150 ass o~ M•ro•f\ R•dass (175) 0 (115) 0 
AA10,10 Non-ECR Avc=on ~e:s~oss 333,803 0 333,803 0 
.. , .. 11. PJM Wllse F1"A Ftrl • bSS 81 0 81 0 
-t•7017! OSS ShiU'Ing ftedau - A ellA 65,562 0 65.562 0 
• • 70176 oss stw.n,o Redaa. Redua cm (85,582,) 0 (85,582) 0 
4470, 80 TfadifUI 1r.t1~ R•d.ul (78,477) 0 (78417) 0 
•410 181 Auellot~ ,,l:r .. bo~ Red tQ 78.477 0 78,417 0 
.co om PJM CpRmSE.C:.e<\1 355,360 0 355;160 0 
«•70103 P .JM OpRu4.S£.C~a'll• (2. 725,436) 0 (2.725.,436) 0 
... 70211 ~JM 10"' Svopl ~.,,,., C/1 o ss 28.173 0 28173 0 
4470220 I'JM R'91i ... n • OSS 93,524 0 93,5~4 0 
U 70221 P.,JM Sp.nn'f\9 RUII'Ye OSS 7 0 7 0 
4470222 PJM Reut,._e • OSS 339 0 339 0 
45&0050 OUt El•c. R~.CO-Ttd RUA G-t (9,217) 0 (9.2171 0 
55!100t0 PJM H"'"" Noi " '""' f UlC (6,966,798! 0 (6.966,798) 0 
5550094 Pufc:l'la .. d li'·~Mw • FU.. 1,305 0 1.305 0 

~ Ro .. nue • Ruol..,.OIIAfllllo .. d 13,514,070 23,514,070 
A RAI .. nue • Reeor.«oofiDd 
A RAI .. nue • Renr.«lok Mgrnt MTM 
A RAivenue • Retlle-Riak Mgmt Acllvltlea 

Revenue ·Sola ror Re .. le 21,072,151 2t,072,1St 
4.470014 .S1Ie ttw ReMI•M•Tint Pnc. 0 0 43,994,390 0 
4S4000t Allni, FrolftEledP.rupt:fTY · N 25.947 78 .632 0 0 

8 Revenue • 01her Ele-AmiMoted 25,147 71,632 4 3,tt4,310 ·- Forfotlld Olac041Mt 377,161 377,161 0 
45"1000\ MIS(: Sef'ltt l R• v • N'ont MI 19,625 18496 0 1.130 
45o0002 Rent From eta Propeny •. NAC 150 150 0 0 
•scooos ~~~"' ltom Ef.ee ProP-Pel• Atieh 409,23A 409.23A 0 0 
45600117 ~h EJect Rw .. DSM Prog(• m 640,109 640,109 0 0 

Revenue • OU!er El..,_.onAmllloted 1,445,:l7t 1,445,150 1,130 
Rovenue - Gu 

4H t00' tomp Mrw~ Giins.Ann t-k>• 8,533 0 8,533 0 
Golni(L0111) on Alla-ncea 1,533 8,133 

A Revenue • ot11et El..,.onAIIIIIIaled 1,454,812 1,44$,150 8,533 1,1:W 
Revenue • Othor Opr Electric 1,410,769 1,123,711 44,002,122 1,1SO 

0 Revenue Mercllandlolng & Contract Wo111 
0 RAivenuea Non-IJIHJty Opontlona • Aflllloted 
0 RAivenuea Non.utlllty Opo~llone • NonAI!IIIIIed 

Revenue a rrom Non-tlilllty Opo,.llone 
c Non-Ope,.llng Rantollncome . Aflllloted 

~180001 ~pt:ti'II'IO Rtf"tli }ncome 2 ,600 2.500 100 0 
4 110005 No;,.op•\l'lo R!Ut tncNJaPf (556) 0 0 1556) 

D Non.Oporatlng Rental IN:ome • NonAtrlllotod 2.044 2,500 too (555) 
Non.()peraUng RentallncorM 2,044 2,saa 100 (I&&) 

c: Non.Opo~tlng Mloc Income -Aflllllted 
4210007 lrli•c N~p '"~Msc:.Re"'• 139 59 ~3 37 
4:M0007 Mite~-Op Inc.· NonNc • oth 8~ 6 2 22 0 

0 Non.Oporatl.ng Mlec Income • NonAtnlloled U3 121 15 37 
Non.Qperallng Mise Income 223 121 IS 37 ·- Rt nl Fun BIIC'I PtOS»>ABl).Non.at 7845 7.845 0 0 
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INCOME STATEMENT 

GLSI01& 
YTtl Jan 2014 
C1211 11201411 Jll 

.._ui:G'--11 
Alc:aMmt: C!lJ:CCT_,IEC ._. ..... UniM: R£G10NAt...O.COHI 

• SGOOt.$' Olhtf eect~c fltvt'Wfll • ABO 

~10000 

501000t 

6010003 
.50100,9 

50! om? 

S01002J 

-S09000S 

~5000~ 

sssooos 
555007.1 
$.S$002$ 

5550046 
SSSO IOl 

SS50101 

SSSOOO t 

5550032 

SSSO<Il9 
SSilOOAO 

SS5004 ! 

55SCa7A 

5550075 

5550070 

ss500n 
5550078 
5550079 

SS5008l 

SSSOOM 

o Auoela,.d Buatnua Development Income 
Revenue • Oltler Opr • Other 

•ICJ llfemo: Rewtlll..oth Op,..cth Atf 
"101 Memo: R....,nu..oth Opr.cth Non 

1\evenue · Other Op11111ng 
A Provision for Ralil Rel\lnd • NonAnlllaiH 
a Pn>YIIIon for Rata Ref\lnd • Atnllllted 

Pravlalon for Ralll Rlllmd 
PM Puii:h Ol!aid. Svc Tetni'Y 

A Ravenua • P.-r 51181 
TOTAL OPERAllNG REVENUES 

Memo: GITID ~ .. nue 
Memo! 0 /het Atri#;at.<l Rov.nue 
Memo: Revenue-Oih Opr-oth Nf 
MemO.· Rewnue-Oth Opr.oth Non 

lllemo: Toflll Opetaffno Re .. nueo 
Memo: AllfJiljted ~~~~~rwe 
Memo. Non-Amliated Rewnue 

Memo: Tolal Operathtg l'lllwnuu 

Fuel 
Fuet Ccnaom~ 

FUEL EXPEtl SE S 

Fuel • ProcutaU,.'oad & toi.ancte 
FUM 01 Consum•c 

Gy~J~UIT' N~..,!¥<iftpanl CMa 

Gyoaum s.tn P1oceeca 
FuaiiEXponee Ta4al 

fud -. o.f•ned 
Del'e,...d FuoiiEXp~~,.. 
Ovttr UniMr Fuel E1p1n11 

Fuel lor Electric Gene rotlon 
~palim ti•NI.I\gi~AIIQ1 

Fuel lram Atnllatu lor Eleeutc G-relfon 
14Af'IN CoM urn 'hie W SOl 
An N,O,.Cons & a 

All-neu. Conaumptlon 
\Jrt&EI'Pin" 
i lClf'l.a&pen .. 

Llm•stone &~~e.nH 
~met v:p~~~nu 

Umt Hvdr«<e &penu 
Emtaalona Control • Cllemlcala 

Total Fuel lor Eleeutc Generollon 
,emo: Nt>IIAtr FueVAIIowiEmla" iom 

Put~std P<Jffll•~ool Cfp.~C!t( 

Puld'lhtd Pt.Hitr • P O«H EhiiQ\1 

P111d'! po.,.,.-.t.~oi\-Fud Pbfltl,.,"" 

Pu1c:b ~J·AueG-Ttns:fr Pna 
P.IJfd'IP~·Fliii!IPmtOf'\-Nfll 

Ptm:h Powrr.P~ Nof'lcFU .. ,AfJ 

f'ut PO'!Wr·Poof NonFUtci.OSS.Aif 
Pun:halld Eledrtclty lram AEP • Alftlla,.l 

f'urq. P\.W.N:mltt.d!I1Q•tlonauae 

Gn·C<&nV~f"JJft·Mone Pl1M 
PJM !n.ctv'llftt.M Mb Re·OSS 

·PJMinadv<rtO!Il Mil R .. -I.SI' 
PJM~I)' s.N Sfi'IC 

PJM A'UOiye.O!'Ittqe 

PJM R .. Me.C!eell 
PJMB~Ir. Slttt>Ch•rgc 

PJM ~ ~a,.creclt 

PJM Reg'lla~on.Chil:tg~t 

PJM ~rgliB1ion-Ciedl 
PJ ..,_ Sp.nl)tng RntiV..CMtge 

PJM SPI'II'Iing R•nN.Cr..C.t 

l<etlCUCky p..,.., 
lntConaol 

GLSI011 
Actual 

YTtl Jan 2014 

8,0 55 
16,700 
17,117 

17,151 
1,.481,721 

(258) 
(2511 

87,M1,661 

et, n6.961 
5,446,623 

17,967 
87,241,55! 
S,MU23 

8f, 7N,IZI 
17.241,551 

(16,8. 6) 
28.827,383 

1,344,632 
1,080,903 

15,357 
(102.328) 

31,141,101 
(2,706,347) 
(2,705,347) 

21,442,754 
1,286 
1,21& 

8• 4.368 
13.856 

Ut,ZU 
559,3~ 
26,189 
340,~6 

89~ 

1.• 52 
121,111 

30,230,850 
30,22f,lll 

181,949 
676,093 

3,n6,813 
0 

6 ,649,126 
168,508 
103,888 

11 ,5&5,377 
99,503 

106 336 
2.783 

682 
590 

162,064 
(213,930) 
11 2,608 

11} 
436,851 

(192.663) 
824,159 

C250.609l 

Page a 
l<entucky P..-r l<entucky P..-r l<entueky Power 

Cotnpany - Comp~~ny · Generation Comp~~ny· 

Dllfrlblltlon Tran1m1111on 
110 117 110 

Actual Acluel Aelual 

YTtl Jan Z014 YTtl Jan Z014 YTtl Jan 2014 

15,245 0 17.190) 
ZZ,IIO (7,1SO) 
25,511 115 (7,709) 

25,511 fl5 (7,701) 
1,54S,ZU 44,003,017 (6,579) 

0 (258) 0 
(211) 

U,521,.41Z 6Z,t71,0ZI 1,481,231 

63,424,319 16,7$1,676 1,600,966 
71,632 46,221,185 6,894,981 

25.511 165 (7,709) 
63,528,462 6 2,979,026 8,488,238 

71,632 46,227,115 UH.H1 
13,441,131 1$,751,141 1,513,257 
s:J,521,462 U,l7f,02S 1,411,231 

0 (16.~6) 0 
0 28,827,383 0 
0 1,344.632 0 
0 1,080,903 0 
0 15.357' 0 
0 (102,328) 0 

31,141,101 
0 (2,706,347) 0 

(2,70&,347) 

21,442,754 
0 1.288 0 

1,216 
0 84•.366 0 
0 13858 0 

151,223 
·o 559,304 0 
0 26,189 0 
0 340 846 0 
0 895 0 
0 , .52 0 

121,116 
30,230,150 
30,2U,f8J 

0 181,949 0 
0 676,093 0 
0 3 .778.813 0 

43 994,390 0 0 
0 6 ,649,126 0 
0 168 508 0 
0 103,888 0 

43,tM,3tO 11,551,)77 
0 99,503 0 
0 106,336 0 
0 2 ,783 0 
0 682 0 
0 590 0 
0 162,064 0 
0 (213,930! 0 
0 112,608 0 
0 (71 0 
0 436.651 0 
0 (192,663! 0 
0 824,159 0 
0 (250,609) 0 
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American Electric Power 

GLSI011 
YTDJan:l014 
OV1117.0lt 11:31 

5550090 

555009• 
S550100 

SSSOt07 

5000000 

5020000 

5050000 -5000002 
SO<IOOCJ 

sooooo• 
50001n5 

5560000 

5570000 
5510007 

5751000 

5151'001 

5600000 
561;000 

5&1?000 

5614000 
5614001 

5615000 
5616000 
58t8001 

5620001 

S&'.!OOOO 
5650002 

555000'7" 
~5SOOI2 

S5S00t5 

565001& 
5850019 

S650020 

s ....... 
SG70002 

S4100000 

5110000 

5il!l000 
SI)GOOO 

5!140000 

5150000 

SMOOOO 
5870000 

saeoooo 
SI900G1 
61190002 

9010000 

902Jl000 

9020002 

9020001 

9D~C 

90lOOCO 
9000001 

9~l0002 

INCOME STATEMENT 

u,.r.t: Ql.SIDtl 

Aa:Durlt oyc:c;y $EC 8..,...,_. Ul'lttl: REOIONAL..A.,CONS 

P.JM lOm SU~ R1m Chat fie LSE 
PJM PutChiSC'I ft~ECRTAIJCOCil'! 

Cepep·fYPul(f\ts&~l" 

~paatypilll«''ne • Tla«q 

I'UYChaMd Eleclrtclty for Ruale • NonA!IIIIated 
l'urchaaed Gaa for Re•l• • Amllatad 
l'trrchaaed Gaa for Raal• • NonAiflllatad 

Total Purchaaad POMr 
GROSS MARGIN 

OPERATING EXPENSES 
O:»tt SupaM:Il.:lft & ~~rM;J 

Steatn E.lrPMS-U 

EJe~~d 

,.,K Stum Powtt E11Mn'ltt 

Mlse SIUI'f\ POWtl bi>~CO~: 

R~m"""• Ccs1 &pense $tea~ 

NSR Stnltmt.nc &pense 
Mt•c- Stm Pwf Up EnvltiWIItlcfllal 

Steam Ganaratloll Op Eltp 
Nuclear Gonerallon Op Exp 
Hydfo Genarallon Dp Eltp 
S~ Coflt,ot ~ lold O!lpat~o 

0tJwf Etp!!Mft 

Otlle.r P'wt' E:Jp \.~..,art: REC. 

PJM ~&SC. 055 
PJM Aan\V'I<MAM&SC.IrPrnal 

Oilier Genaratlon Op Exp 
Opef 5up•Mta:on & Engtn•eMg 
t.cao D'tp.ttch • Re,.-fllt•tv 
l,QIIId O.S~MI\IJ&Op Tta...Syt 

Mol "'*"n.SSC&DS.OSS 
P JM Adi'T'Iln·SSC&.D~nhtrnt 

~a!ltt:i;kfv.PIIIg&Skh O...,etop 

P JM AOonln·RP&.SOS..OSS 
P~ ~,.RP&SOS.Iftletna! 

-S.i'IIQI"' €Jo011nU~ • NOfiHIOC 

OVefN •d lin• E.lrwoan 

fta~JIM~ EJee tJv Ottlc~·~lAC 
Ttl !'I Elec 01 0U'I•Ait· Tfl'l Pnca 
PJM r,.,, £1\hanum-el\t Ch•rae 

PJMTOS.rv~P·M 

PJM NtTS;&pet~~e • Air4111ed 

Alf4 PJM lr-•~ E'~~~et:.,.eN E..«p 
PRO'JISION P JM NITS Alii EJpem 
Mite 1 tansm~a .. on EJ-pemes 

Rma . Aatotteted 
Tranamt .. lon Op Exp 

Oper S ul)el'ltJolOn ll E""'neet~n_g 

lo1111 O!•Pl~dlt"' 
Sfolil:ln &pe:nset 

0¥11t1hu.S Ur~e EJ<pentu 
thloe:tgtO\IM~~ .. 

Sbeell..tghC!'1.9 & Signa! SV.t E 

MeUtf&~m•• 

CU!iiiJmt'r lnst:altabont E•p 

~K .. Mtout D atlltMon E)(D 
Rt-r.lt - Nonns:ocwrltd 

Re~s . Au-OCQ\od 

Dlelributlon Op Exp 
Su~on Cv.stomet A:c1s 

Meltll Reacir!o D!:Ptn .. s 

Mettf RuOf'lg Re~_., 

Mtolet Rt!ICt.oiV· l "''Qll Poo.wr 

~eto.tn 4. Rttd·OII\ MOler• 
CUll A•awdt & Cdtroon Elt"J) 

Custm~tef OrtHrt & fnCIVtllf't 

M•r~~e ~ 

Kentucky Powwr 
Jntco .. ol 

GLSI011 
Actual 

YTD Jan2014 

383,563 
503,5~9 

7,129 
9206 

1,tt1,S1ol 

13,547,9!11 
43,4!2,611 

295,38-4 
248,023 
37,729 

498,223 
5,502 

0 
(1,427) 

64 
1,013,497 

43,717 
1~.228 

1,241 
51,361 
83,985 

344,130 
78,660 

1,299 
67.339 
50,600 
83,056 
6,109 

19,093 
28.482 
23,692 
17,114 
24,526 

0 
334,874 

7,485 
319,986 

16,071 
130,740) 
68,918 

0 
1,11&,546 

83.212 
616 

10,122 
71 ,005 
4,859 
7 ,571 

55843 
14,161 

324162 
112,105 

6,652 
170,501 

22.747 
3 ,810 

32,258 
3,676 
5,391 

27,31 4 
175,616 

2 ,969 

Page4 

Kentucky Powwr Kentucky Powwr Ke ntucky l'owwr 
Co"""'ny · Company • Generation Company· 
Distribution Trantmlt~~lon 

110 117 110 
Actual Actual Actual 

YTDJan 2014 YTDJan2014 YTDJan2014 

0 383,563 0 
0 503.~9 0 
0 7,129 0 
0 9,206 0 

1,191,614 

43,tt4,3SO 13,547,981 
18,SJ4,0T3 11,200,015 1,461,231 

0 295,384 0 
0 248,023 0 
0 37,729 0 
0 4!18,223 0 
0 5 ,502. D 
0 0 0 
0 (1 ,427) 0 
0 64 0 

1,013,497 

43.551 158 
1,137 162,847 2 44 
1.241 0 0 

0 51 ,361 0 
0 83,985 0 

2,386 341,743 402 
165 ~85 78,010 

0 0 1.299 
0 0 67,339 
0 50,600 0 
0 83,056 0 

544 588 4,996 
0 19.093 0 
0 28,482 0 
0 0 23.692 
0 0 17114 
0 24,526 0 

3,707100 0 0 
0 334.874 0 
0 H85 0 
0 319,966 0 
0 16,071 0 
0 j30,740) 0 

1.272 1.391 66,255 
0 0 52,685 

3,709,011 165,857 311,391 
62.674 470 166 

171 0 644 
7 066 0 3 ,056 

71005 0 0 
4,859 0 0 
7 571 0 0 

55,770 (4) 77 
14.161 0 0 

321,617 335 2,210 
112,105 0 0 

6 ,652 0 0 
653,552 101 1,155 

22.747 0 0 
3,n4 27 10 

32.,2.58 0 0 
3,876 0 0 
5,391 0 0 

26.465 321 528 
175,475 141 0 

2,686 0 83 
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Ame rican Electric Pow.r 
PageS 

INCOME STATEMENT Kentueky P-• Kentucky P-r Kentucl<y Power Kentucl<y Pawet 
lntConsol Company - Co~ny - GeMraUon Co~ny -

GLSID15 Olldrtbutlon Transmlaalon 
YTOJan 2014 GLSID18 110 117 110 
0'2111tl01411'S Aelual Actual Actual Aetual 

Uyaut GLSI011 

CMIII-1.01 Account ~CT SEC ._,.,_.Uab: RE.Gl~~CONI YTOJan 2014 YTOJan2D14 YTOJan2014 YTOJan 2014 

9030003 Post,aee- Cvsl.om.e &I~ 57,687 57,687 0 0 
003000. Cathl•nno 7,842 7.171 333 337 
9030005 c•dlon~ F-eh& &p 127 127 0 0 
0030006" c,e.c;~ & orn Co&led;ttn Adrv• 56208 56,208 0 0 
11030001 Qlf.tdO" 44,810 44.810 0 0 
UOl0009 Cali" Proc:ts"Slng 14,824 14,824 0 0 
9Q.40001 Uf\(t.J ~~. M'd.c Reu...,atJe (2,408) (2,408) 0 0 
0050000 M..K. CI.Otomtt Aocouma ~ 1 277 1.277 0 0 
9070000 SU,.I"t''IIDf'l • C<&«OI'Mf s.ni\C• 9,760 9,765 (3) (2) 
90'1000t SUOoltfVt .. DI'! .- OSM 22 9 7 7 
11080000 Cuuomet As~tance £vpen'" 41,570 41,501 35 33 
JOIIOOOII CUIC AltWance &peos-. OSM 554,611 554 ,796 8 7 
,090000 II'IIGotmli!on & •Mtrud Ac:fvf1lt 299 69 154 5S 

••ooooo IV4tt CU:\1 S\lcAtnlonn~lon~ e.:. 207 66 90 51 
CUatomer sa.,lce and lnfonnallon Op Ellp 1,051,017 1,011,714 1,113 1,110 

1120000 Dtmon"'abn,g & Selng E.l(p 1,001 1,001 0 0 
,,2P003 Demo & S&ng Up • Art:a 04111 (323) (323) 0 0 

Sai .. Expenau 171 571 
Memo: ln...,.nH (t2AO !210) 712,094 31,7U 723,794 11,5&3 

QZOClOOO Adtnlns•a~e & Gtn S•l•nn 691 ,147 314,143 264 252 112,752 
9~10001 ott SUpf & Etp ... Nof'IUtoo:ated 154.6-40 9 3,429 40,538 20.673 
emooo Ad!M»sllratNe E.MpTt~~~f ~ Ot (56.424) (56,424) 0 0 
9220001 MmonE:tpT1n5fl oCNt1t11.on 138 005) (36,005) 0 0 
9230001 OUIS!do SYc:s c:,..p~ Non• P oe 97.473 49,783 30.661 17.030 
U2l000) AEPSC Bded to O ent Co 126,998 54,240 31,566 41 ,172 
@'2,(0000. P! Opel't1 lnwrilf'!C. 39,256 13.827 9,239 16190 
9250000 l,.wtn • l"'d D•m•on 101.985 69,093 2&.654 4 .238 
82-50001 S•fttv Olnnt" ' tnd Awatcts 165 128 33 4 
~250002 Emp Accdent P-tvl'lll'tlf'I·Mm S.p 768 679 73 36 
9250006 ~~CmptrslnPre.&Slf rntPIW 653,990 (32,.418) 686,978 (569) 
~ Pttnllt t""e.s&Ptop Ow'leoe-Pub 93 40 22 31 
S2SOO•a Frg B•n L01011'19 · Wolke" Comp (14,163) (12,611) (1 ,205) (367) 
0?&0000 Ef'I\P!cyu Pef'I'S..Ora I 8enel!,ts 382 382 0 0 
t26000t Ed!l & PIH'If EITIP PUb-Salann 975 357 381 237 
0200002 Pom!Cih &- Go\lp lm Admin 4,i~ 3.068 1,381 325 
9~ fJCI 'ft.41' PfJf'l 338,810 184,606 131.346 22,658 
9250000 Oraup ut• IMUfa!W'tl Pfof!fn!Vms 1 1;803 5,287 5,595 921 
92001)()S Gc011p l,(rC..C.f Ins Pt~vmt 342,066 234.049 65.6-45 42,373 
921l0007 Gfovp l.· T On• DfliY /Ill Ptem 96-4 696 143 123 
9200009 G1oup Oen1al lnsu,-.r;ca Ptell) (6 ,716 12,095 2 ,725 1 896 
11760010 Tta~ntt~oM~trt:~l'l E.s:~ 33 16 16 2 
9200012 Emplo¥teA~Itel 53 (23) 1 75 
mac> .. E~··~ilf'C:Of'trft:t 450 450 0 0 
9200021 Po1trlllle~t8ome:Ms OPED (271 ,557) (144,801) (106.497) (20,260) 
92110027 S.v•f'IIJ' Pl-an ConiA~toM 144.294 66.947 70,150 7,197 
92WOJ7 Svppt•m• fiCJI Pt~l«~ 252 252 0 0 
92110040 SFAS 1 t2 Poctetnplo.m~ Senff 1,818 0 1,816 0 
92SOMO F1g8enloodlng ? Pe~ (66,909) (53,556) (10.501) (2.851) 
9260051 Frg B.n Leading . Grp l'na (97,584) (79,744) (12,422) (5,41 8) 
U2G0052 F1g ~ l.u.dong • Savtngs (A0,675) (26,569) (11 ,998) (2.309) 
926005> Fto 6tn loading • OPES 25,550 19,802 4,168 1,581 
926COSS ln1efCOF'tlnQtO'tst1 Don' Uu (95,077) (23,556) (63,237) (8,284) 
·~6009 Posuet B~M M~t~ctte Subtl.~ 43,209 21)6-4 19570 2.365 
t26005a Fto Bel'! lo•Bnu • Aoenlllf (73,163) (53,667) (1 8.259) (1,057) 
92e0050 Alnort·Pcll Rd~,tenn.e(lll Se:IU.'ll 18,052 10,798 5,934 1,319 
11210000 'FftAdnle R:ICl'ilt*-l'llents 11.823 11 ,823 0 0 
i280000 RegUI•'O"' comm11s.on &p (98) (10) (81 1 (7) 
92!10002 Regui•'OJV CCtrti'I'I!UOO'\ &Qo'C"U• 1 421 579 411 430 
9301002 R•dio Stncn A«Ntnilfi'\,Sl Time 5 2 2 I 
9301010 "'""""' 144 5"1 61 32. 
VJOt0\2 Putl.cCIQrloo!'fS..I"¥m 110 110 0 0 
9)010\S OCt!• Cofpc,w,e eomm Elio 2,180 1,977 134 69 
9)02000 Mise Gttlt:lat e.-.pemn 60,785 21 ,42.4 2.4,346 15,013 
9]0200) COtPG!ttl & F"t~c:al &tJerttet 1,059 1,670 (4091 (202) 
9•)o:I004 RntJict'l Drf~op&Oemo.owtl EJ'P 274 274 0 0 
G':!Cll4~ AE.PSC N~N!bied MPIIW:t• 0 0 0 0 
0'1,0001 Rema • Rnl Pfopeny 7,635 7,635 0 0 
9lll)Q(Il Ret\b , P.-ao.W Propenv 16.564 9,598 6,017 969 
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American Electric Power 
Page& 

INCOME STATEMENT Kentucky P-r Kentucky POWIIr KentuckyPOWIIr Kentucky p....,, 
lntConeol Company- Company • Generation Company · 

GLSI011 Dllttlbulton Tranamlalllon 
'I'TD Jan 2014 GI.St011 110 117 180 
0'211112014 11'311 Actual Actuel Actual Actual 

~utGLSIOtl 

018V20...0t-<11 Al::aount~O&...,AC:C:TJ!.C 8uol-. Unllol RfGIONJII..)\...CONI Y11) J an 2014 Y11) Jan 2014 Y11) Jon 2014 Y11) J an 2014 

Admlnlatrallon & General a,1M,QO 111,201 1,207,271 261,408 
AI)IOOS Aecret~O.fl Et.petae 79.4&4 0 79.484 0 

Acc..tlon 71,414 7t,414 
At1&o00 GIN\ F1om ().spa.IIUif'\ ~ Pf•nt (335) (:135) 0 0 

Lo .. /(Galn) on Utility Plant (335) (335) 
9>021l00 At.ae Bus: o.v Mate.nl l'l ~ 2,500 2, 500 0 0 
~>0'1007 Au.ot ~neu Oeydopm•nl £rp 3 .806 1.029 47 :2.,729 

Alaoclaled Bualn ... Development Expenua 5,305 3.52t 47 2,721 
Gain on Dlapooolllon of Property 
Loae on Dlopoalllon of Property 

l.ou(Galn) of Sal• of Property 

42G5009 factl,..dClatNREx~ Af!i 73.240 73.240 0 0 
1265010 F'td C'-'tt AM-Bad OetllMfri: H7,134 197,~34 0 0 

Opr e.p and Facto,.d AIR 270,37) Z70,37l 
W•terHN I8ra 

QOSOOA Sooal & S.Nie:e t.111b OWs 4,410 I 552 1.884 974 
Expanu of Non-Utility Operation 4,410 1,552 1,114 174 

4210008 
M.'>C:Nat>Op Eo~ ·-- 846 162 577 107 
Mlec NonOp E.lqHinsn • NonANOC 141 112 m 107 

fl&tOOO Don .. on• 74,446 23065 47,865 3 .518 
Don.Uon Contrtloullona 74.441 23,011 47,811 3,515 
Provlalon for Pan11t1n 

«21114000 CNlC & Po;~ AdMll" 27,971 10455 11178 6 ,339 
Civic & Political Ac:tlvlllaa 27,t71 10,415 11,171 l ,llt 

42;;5002 Ouwr Oedl.lcUDm • NonaMOC 27 2 23 1 
4265033 Of\jo M«tiJiti .-"Tr•~Ccats 3,927 0 3,927 0 

Other Deduc:tlona l ,t54 2 l ,SSO 
Shutdown Coli Company Expenaea 

All Other Operallonel Elqlen••• 312,001 305,110 15;454 10,937 
Operational Expenua l,tot,11o 6,432,491 3,535,211 601,133 

s,ooooo Ml!nt Supv .& Ct~g~n.e~ 329).96 0 329,296 0 
51 10000 Mli.flflMnt• a.l SbvQu,,.,. 164.552 0 164,552 0 
~110000 MatnttU\II'ICe of eGilet Pl•nl 785,487 0 785,487 0 
Sl30000 M.lwir.Nnc:e d Bedilc Plane 292,727 0 292 727 0 
$1 .. 0000 M~nt•n•nt• of ~' Slttm ~ 155.820 0 155.820 0 

Stoam Generation Mllln!enenca 1,727,112 1,727,112 
Nuclear Generation Malnl8nlnce 
Hydro Generation Maln!en1nce 
Other Generation Mal"ntanonca 

!S!li!OQOO M•r"lt S":PY & &g!tlu""G 5,921 0 6 5,915 
5690000 J.talntiMr!Ce ofSttVc:tUif'S 36 0 0 36 
5681000 M•in1 of COm91Atn ~ri)Na"lt 2,259 27 21 2,212 
56~ MJtnt Gf Compu~ sonwa~c 35,-494 262 0 35.232 
569:1000" Mllnl of Comml.l'lieatlon Equip 3,047 0 0 3,047 
5700000 Melnl of Stauort El;lttpm~ 104.9(!9 8.746 0 96,193 
5710000 Mttn1e~M• af Overhe-ad Unu 133,008 1.663 0 131,345 
5720000• Malnt or Uncl•uu:nxmd Unu 108 0 0 106 
~730000 ~~of ,.._,,, Trtt~f'TtS1!~ ~~ 54.700 0 0 suoo 

Tranemlaelon Maintenance 331,511 10,&11 21 n a,11s 
5!100000 M•lntS~o~p,o & E'~""""9 999 374 1 24 
~910000 Mllllnit~Unee oJ Stn1c:h.rtt!l 391 347 0 44 
! 920000 Mtlnt af S\Qon Eqw!pm~: 21,087 15,310 46 5 ,732 
S8l0000 thtnlenange ol 0Yt(hu4 U"'" 2 ,084,085 2.083 933 3 149 
5930001 Ttu t nd lN~ Corrti.ol 29.863 20,863 0 0 
59)0010 Storm &pense~mz•oon 391,537 391 ,537 0 0 
5940000 M.:nt ol U~VJOI.md Une• 12 734 12 ,794 0 0 
S9SOOOO Mttnt of Ll\~ TiN R.ot_atoR&Ovl 6 .598 6 ,598 0 0 
s- M.lnl ot Sl;t lQP'!\Ag &. S-anll S 8,155 B.1 5S 0 0 
5970000 M-wlt•n•tl(o Gt Ml'lt!• 8,860 8,020 0 8~0 
S9e00()'!) Mathl ol "-'c: 0.•1nbVI•on P!f 15,399 ~5,322 0 17 

Dlablbutlon Meln18nance 2,579,101 2,572,113 10 1,1&5 
flS0001 ~illfll ofSWuttUitt!t • OWntd 17.3!14 18,198 (441) (363) 
9350002 Mlll'll of SINdiJtet .lJt.ttf!d 4,702 4,702 (0) (0) 
!1350003 Mllfll of PfPrty ~e!d Fblte Uu 0 0 0 0 
QlS001) Ma1m of Om.mnu~"' e:q.un• 40,288 36,S90 3.698 0 
iJS0015 M•~ of Of'l\u Fatni!Ur~t I Eq 106,032 71 ,373 34,659 0 
9350011 Mlffll o! Goo f'I.,.·SCAD.ll'q~~ IS 14 1 0 
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INCOME STATEMENT Kentucky Power Kentucky Power Kentucky Power Kentucky POMt 
lnt conaol Comp,any· Company • Gene,.uon Company-

GLSI011 Olatrtbutlon Transmlsalon 
YTD Jan2014 GLSI011 110 117 110 
021111101411:» Actual Actual Actual Actual 

UlyoutaUIOtt 
0~9 V200~.0M1 Acaluflt DI....,ACCT_SEC 8 u....._ UnJII: REGKI~'-CO ... YTDJan 2014 YTD.Jan 2014 YTDJan 2014 YTD Jan 20·14 

-· Mlln1 01 OA.AMI ~mrn Eq(l~ 8 8 0 0 
Admlnlat!aUon & Gltne"'l Malllllonance 1Q,43t no, an 31,117 (363) 

All Other Malnlenance ElpeMee 
Melrmonance Eapen ... 4,114,140 z,713,m 1,785,171 335,217 

Tollll epe,.uonll! and Mllnt-nc• Eapenon 1!,724,050 t,141,274 5,401,142 131,420 

4114ll001 Amon. ot A'• nt 275,768 122,106 107 234 46,428 
401!0001 ATJ!d"ft ol~l~Adf 3,218 0 0 3 ,218 

DOA Amor11DIIon 271,911 122,101 107,234 ''·"' 407:1000 ReQUtl1oiY O.bib 24,091 0 0 2A,091 
OOA !ltfgulatory Oltblta 24,011 24,011 
DOA Regulatory C,.df1s 

AmortlaUon 303,077 122,101 107,234 73,737 -· 0tl)f«tf'ICI.A t;lp 7,356,651 2 ,089,958 4,557 162 709,532 
DDA Depr~tclallon 7,351,C51 2,011,151 4,557,112 701,&32 
DOA STP Nuclnr Decommloalon lng 

40)1001 O.Pf • .t.u.1. At11rt1n.,. OtiJO 134,664 0 134,664 0 
DDA AaMI Retirement ObUgaUon 134,114 134,tl4 
DOA Removal Coota 

Dopteclatlon 7.411,315 2,0at,t51 4,191,125 701,532 
Oltpteclotlon and Amortlallon 7,1!4,3'1 2,212,053 4,7t8,058 783,28t 

F"'nchloe T .... 
AC810061• S1111a Grou Receipts- T•~ s.,ooo 0 5000 0 

Roven~lwTuaa s,aaa s,ooo 
4011001 FICA 366.271 149.527 201,.494 15.2.9 
• OA\003 Feotrtl UnemJi.oyl'!'lf!td Tt • 15 975 7 037 B-.136 802 
4GDI007 S1.11e Unttt!p(~rnff\1 1 a.; 48335 15.661 30,844 1.830 
40!1033 Fnnoe Btner.t lOIGn; ._ F"ICA (74,832) (48,6151 (21,883) l4.33<4) 
. 011103A Ffl®t 6et'let.f l.~~ . F:VT (409) (322) (611 (26) 

40a10JS f iN1IleB<n<MLood"'f·SVf (873) (698) 1123) (521 
Pa~IITuoa 354,415 122,1t0 211,407 13,411 

40810201. StMe 9U11nn• Oc:tup Tun 331,048 0 331 .048 0 
CaPIICitlfTa.aoa 331,041 ll1,041 

f081005i2 Rt .-1 Ptttonill Ptope.W Tutt 238,333 0 238,333 0 
408100$13 Real Ptla.QI\&I Propecw'Ta•" 852,no 499,437 753<43 277.990 
40110191ol R.r-' P~p,~ra. . .C:r.sLeases 1.791 1,352 104 335 
•o&10l614 ReJI PIDC»la• .caPLu au 2.125 2 ,125 0 0 
.C03'20051) Re .. Pt!I. PI'Ial PIOPfl'fV Ta..t• s 4,717 806 0 3,911 

PropertyTuea 1,Dtl,73& 50),720 313,710 212,231 
4081018 11 s• liubl s...v Com~n T *"'F e-cn 78,854 78,854 0 0 

Rogulatory Feoa 71,154 71,114 
Production T .... 

<t08 10t913 S1Jte S1ln •Mi Use T ~tt 1,295 0 0 
Mllcaltanaoua TaxH 1,1!15 

Other Noft.lncom• Ta1ea 1,2tS 
Tana Other Than lnco-To:aaa 705451 l&lll& 21&705 
TOTAL OPERA liNG EXPENSES 1 014791 11011426 20'6314 

Memo: SEC Tolal 0pel81ing E~nSI!!s 55,059,11& 54,847,37& 2,015,314 

OPERA nNG INCOME ~073,771 7~,!77 a1t31115o "472,844 

riON OPERATI~JG ltJCOr.1E '(EXPENSES) 

. 190002 IM A~ca.nd tnc. · Nonasl(),t 1,788 1.788 0 0 
lnlareat & OIVIdend NonAiftllalld 1,711 1,711 

4190001 IMtlftl lftt,. AJito: Non C8P 1 039 1,039 0 0 
•100005 rl){tretllnc:cwne • Anoe CBP 51 359 {2,305) 1,9911 

llllloreat & Dividend Alllllated 1,0SO 1,317 (2,306} 1,111 
Tolllllntotrellt & Dividend Income 2,178 3,18& (2,30f) 1,181 .,,_ 

Cll'lfVW'O ~•'Vl!" s,&ca 0 0 5,608 
lntareo1 & Dividend Carrying Chilli• S,IOI 5,10& 

M,.o: T~llnlflmst & DMdend Income W/ Ca17)1"9 1,415 3,115 (2,301) 7,10' 
411!1~ A11WQII F"rtei~ UtdOrngCMtf •32,339 37,525 281 ,335 113,480 

AFUDC 432,331 
Gain on Olopoalllon of Equity rnveatmenta 

37,525 211,335 113.480 

lnlllreot LTD FMB 
lnla!elt LTD IPC 
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American Electric Po-r 
PagaB 

INCOME STATEMENT Kentucky Pow.r ltontuckyP- ltontucky P..-r Kentucky P-• 
lntConaol Company - Company- GonoraUon Cornp.~ny-

GLSI01i Dlitrlbutlon Trantmloolon 
Y1tl Jan 2014 GLSI01& 110 117 180 
02111120\4 u 31 Actual Actual Actual Actual 

l.a}'OIII:Gl.SIDII 

11<18V20541-01 Accou"t:.G~CT SEC tlua&..a Un~ R!.GlONAL.....A....CONS vm Jan 201' Y1tl Jan 2014 vm Jan 2014 Y1tl Jan 2014 

<lOOIIOt ~rftl'tet.t b'p • Alaoe Non.aBP 87.500 34.780 25,741 26,979 
1m.reo1 LTD Notea Payable- Al!lllatad 17,500 3.4,110 26,741 26.'71 
lntereo1 LTD Notu Payable - NonAtmlolwd 
lntereot LTD Oablnlurlo 

UIODOG tnt on l TO ~ S•" Vntec NOtn 2,833,226 1,126.179 833,478 873.668 
lmreot LTD Senior Unsecunod 2,133,221 1,125,179 U3,471 173,611 

•710012 PCRS tnt~>t"tEX~c: 1,039 , 039 0 0 
lnt.rao1 LTD Othet -Ami 1,0, 1,031 

«170005 rn1 on L TO ~C'!Mr l TO 255,556 255,556 0 0 
lmraat LTD Other- NonAIIII 255,5K 255,5$$ 

lntoraot on Lano-Tonn Debt 3,1n,no 1,417,1l4 10,211 100,547 
llOOOOl lnt to Auoc Co • CBP 2,299 (219) 32.059 (29,541) 

1nto!'lo1 STD -AI!II 2,211 (211) 32,00 (29,541) 
j )t0007 LM:nOfQ edr.t 47.268 25,525 15.568 6 ,157 

lntoraot STO - NonAim 47,211 2S,S.U 15;&15 1,157 
lntereat on Short Te1111 Debt 41,617 25,301 47,644 123,314) 

ll- Amnz O.c:m&~p-.Sn Unsee No1• 39.266 15,608 11,551 12.107 
Amort of Debt Dllc. Pram & Eap 3S,211 16,101 11,561 12,101 

4211004 Amnz loM RCilWtd Oetlt•Dbftt 2 ,804 1.183 714 007 
Amort Looo on Roacqulrad Debt 2,104 1,113 714 907 
Amort Gain oq Roocq<IINd Debt 
Olhor lntoi'Ht- FUel Reco,.ry 

A31000t Ott'letlnlcfll iltU'P'!I'IN 776 0 lJ 753 
4310001 inll!fetl an CuttiOrr!et OeP!ft!b 1,853 1,853 0 0 

other lnllornt - NonAIIII 2,829 1,163 23 753 
Other 1m.rao1 Eapanee -AIIU 
lnte,..t ~-H•• Unrullad (Galn)ll.ooo ·- MW Bll"'Vft:: Fnch U..d Cns.u.CJ (309,1370) (26,7Q6) (200.935) (81 ,339) 
ARJ~.....,_d FU11dl (30t,070) (2G,711) (200,935) (81,339) 

Tollllntai'Ht Chi •• " 515 1 434 701 711 11 109 591 
INCOME BEFORE IHCOME TAXES and EQUITY EARNINGS 11" 010 1076271 119 54 6 714331 

11/CGr,tE TAXES >nd EOU>TY EARtlitiGS 

. 09100\ Income Tees &JC)l .. FeO.ral 6,220,981 2,29~.691 2,282.302 I 643,987 
A09?001 Inc: Tu o.n lnt&Oeci-fedeua (72.633) (37,162) (28,065) (7,407) 

Fedlrol Cu,.nt lnco,. Tu 5,141,347 2,257,529 2,254,231 1,131,411 
4101001 Prav Ott Ut \Jtl Oo !"<"Fed 3,709,425 196 674 3,236,0~8 276,704 
•U0100t PICN Oe!flfr 0ttt llO • Fed•r.-i 44571 31.271 7,452 5,849 
41H00t Prv 01IIIT·C' U\1 Op Inc-Fed (3884,690) (673.1681 (3.102,166) (1093561 

Fedorol Defe""d Income T•• (130,8S3J (446,223) 141,333 173,187 
4114001 IICAdo WfY~r- F'oa {8,003) (1.260) (1.926) (4,817) 

Fed.,.llnveotmem Tu Oradlla (1,003) (1.210) (1,121) (4,117) 
Federollncomo Tun 1,009,551 1,811,041 2,393,844 1,104,"0 

A!KU00214 fnc:omc Tax" UO\· S'.lt• 1.198.246 415,31 1 473,013 309,922 
409200214 tne Tl.l Oth lno OH • ~~~~ (12,607) (6,450) (4,8711 (1.268) 

Stata Cumont Income Te)l 1,1U,I3t 408,111 461,142 1oa,m 
4t HOOl PIV Otr lff,CI \JIIii0ptl'l:c>$U1G1 (50,960) 0 (50,960) 0 

Stata ~""Income Tax (50,910) (50,t&O) 
State lnvoo1mont Tn Cradlta 

Slata tnCOIIII TUel 1,134,179 401,111 417,112 301,1n 
Local C"'"'nt Inca,. Tu 
Loeo.l Do,.~Nd Income Tu 
Locallnveelment TIX Cradlta 

LoCIIInco,. Tuee 
Foreign c ..... nt inco,. Tu 
Foreign Dlf.,..d Income Tax 
Forolgn lnve•tnwntTax C'rodlta 

Foratgn Income Tax•• 
Totallncomo T•••• 7,144,330 2,211,107 2,11 0,121 2,113,597 
E Eemln • or Subo 
INCOME A~R INCOME TAXES end E.QUITY EARNINGS 407760 ll56n1 4 It i38 l 17074t 

407750 3151 71 4111131 3170741 
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ra;o 0 

AMERICAN ELECTftlC POWER COMPANY 
BALANCE SHEET Kentucky Power Kentucky Power Kentucky Power Kentucky Po-r 

GLS8Z1& lntConsol Company- Company - Genet11Uon Co~ny-

YTDJan2014 GLS821& 110 117 180 
G11.,1l0l-414t.11 

..,...: aua1t 
098 V2099-41- a.o..: Gl,. ACC:T IEC 

____ ,,_ 
YTDJan 2014 YTD J11n 2014 YTDJan2014 YTDJanZ014 

Cuh and Cash Equlv.lents 183,036 883,038 0 0 
Other Cash Deposits 0 0 0 0 

Customers 16;864,417 8 ,845,745 7 ,129,769 888,902 
Aa:n.ted Unbilled Revenues 195,496 195,496 0 0 
MisceNaneous Accounts Receivable 43,497,323 -4,004.732 100.273,208 9 ,671,200 
Allowances for Uncolledlble Aa:our\ts 182 0571 (1!>,1541 !6903! 0 

Accounla Recetvllble 60,415,178 12;970,811 107,396,074 10,560,103 
Advances to Amllates 25,289,945 23,628,948 (127,593,998) 130,258,995 
Fuel, Materials and Supplies 108,991,485 2,259,5&7 105,83&,201 895,697 
Risk Management Contracts -Current 3,075,649 t9 3,075,550 0 
Margin Deposita 2,066,416 17,137 2,049,329 0 
Unreco\Hit'ld Fuel • Cummt 0 0 0 0 
Other Cummt Regulatory Assets 0 0 0 0 
Pra!!!~•nla and Other Cun'Bnt Alsab 3,694,971 3,057,997 stt,m 117,194 

TOTAL CURRENT ASSETS 205,476,710 42,1115,603 91,282.934 141,829,990 

Electric PraducUon 1,472,614,140 738,141,811 1,490,862,538 505,.334,665 
Electric Transmlulon 510,318,011 0 0 0 
Electric Distribution 695,095,133 0 0 a 
General Property, Plentand Equipment 62,490,986 199,571 4,169,386 1,160,479 
Conalnlcllon Work·ln"Pragnoss 130,707,958 13,334,563 81 ,211,438 36,161,957 

TOTAL PROPERTY, PLANT end EQUIPMENT 2,871,276,209 752,375,745 1,57&,24S,36S 542,657,101 
Ius: Accumulated !!!J!reclatlon and Amorll.zallon 1948,747~081 (23~01,441 ! !549,822:~01! (166,523,766! 

NET PROPERTY, PLANT and EQUIPMENT 1,922,528,800 519,974,303 1,028,421,182 376,133,335 
Net Regulatory A .. ela 216,191,&52 103,9!9,808 56,715,085 55,536,758 
Secut1tlzed Transition Assets and Other 0 0 0 0 
Spent Nuctur Fuel and Decommissioning Trusts 0 0 0 0 
llWntmotnla In Power and Distribution Projects 0 0 a 0 
Goodwill 0 0 a 0 
Long-Term Risk Mwtagemant Alsets 2,962,489 0 2,982,489 0 
Employee Benefits and Pen.slon Assets 13,956,540 5,252,260 8,110,818 593,482 
Other Non CUmnt Aloaets 18,612,594 7,091,591 7,838,158 3,682,847 

TOTAL OTHER NON..CURRENT ASSETS 251,743,275 11&,283,660 75,646,848 59,11tl,067 

TOTAL ASSETS !!379t741,786 17&1o731SH 1! 193.3501144 517?76,313 

Accounts Payable 86,698,464 76,118,810 77,464,951> 3,498,514 
AdvancH from Amilates 0 0 0 0 
Short-Term Debt 0 0 0 0 
Other Cumont Regulatory Uabnlllee 0 0 0 0 
Long-Term Debt Due Within Ona Year Non-Affiliated 0 0 0 0 
Long-Term Debt Due Within One Year· Amtlated 0 0 0 0 
Rlalc Manll!Jement Uabllllles 779,891 955 778,743 0 
Accrued Toes 19,71.,314 8,570,127 2,273,527 8,870,730 
Memo: Propeny Taxes 15,999,752 6,811,516 5,356,657 3,831,579 
Accrued lntar .. t 9,624,840 3,848,&10 2,858,283 2,917,946 

Risl< Menaaameni Collateral 703,9-40 0 703,9-40 0 
Ul1111y customer Deposits 24,354,039 24,354,039 0 0 

Dapoalts • Cuatomer and Colletan~l 25,057,979 24,354,039 703,940 0 
Over·Rec:ovared Fuel Coats - CuiT'ent 144~91 0 144,211 0 

Di~tldencls Doclerad 0 0 0 0 
Praferre<l Stod< due WIIN 1 Yr 0 0 0 0 
Obllglllions under Capltalleates • CUrTMI 930,167 <454,453 371 ,682 104,032 

Tu CoMedians Payable 2,632,903 2 ,512,445 115,558 4,900 
Revenue Refunds - AccnJeo 1,378,946 0 259,350 1,,19.596 
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AMERICAN E.LECTRIC POWER COMPANY 
BAlANCE SHEET Kentucky Po-r Kentucky Power Kentucky Power Kentucky Power 

GLS8211i lntConeol Companv- Company • Gene~llon CompanY · 
YTD Jan 2014 GLSI216 110 117 180 
Ctti2D14tl' tl 

~;0Ub1f 

099 V209i-41· ~Ol._ACCT~vHC ..,.... ~ UGIOMAL.~A CONS YTOJan 2014 YTDJ11112014 YTDJan2014 YTU.lan20t 4 

Aea!Jed Rents · Rockport 0 0 0 0 
Acaued · P~oll 1,729,439 653,751 997,873 n .815 
Acaued Rants (1 ~1 (1,54!1! 0 0 
Accr\HidiCP 3,769,133 2,t93,152 1,172.992 402,989 
I\CI:tiJed Vacations 5,260,357 2,Q6Z,442 2,966,547 231,368 
Mosc Employee Benents 987,726 420,134 566,-435 1,156 
Payroll Deductions 223,014 99,600 109,056 14,358 
Severance/ SEI 0 0 0 0 
Accrued Worliers Co~~~Pensatlon 849,128 437,274 372,323 39,531 

1S30022. C""Oil'tl ,Advanoe RocefpiS 1.a35.132 1,335.132 0 0 
Customer A<Monce 1,335.132 1,335,132 0 0 
Control Cash Disbtlrsemanl Account 722,131 722,131 0 0 
JMG L)ability 0 0 0 0 

24200&7 Engage to G•ln lnunffve 421.26$ 21~.on 102 833 '5335 
24200SS Ecoo Oevelopmen4 Fu:nd Curr zn,ooo 0 2» 000 0 
2420512 tJncta;med f;unds 4,133 4.133 0 0 
242~2 Ace 0-ash FranchiSe Rtq 72,199 72,199 a 0 
242059211 S11tes Use T a• - t.eue E(lUIO 11,293 18,1)4 ~ 75 
2420eol3 ActtUed Audit Fees 38,.495 10 511 21.••• 8,543 
2420856 Fedtoal MM)IIotlon A<ZN (NSR'I ssc.l26 0 554 ,320 0 
2.420684 ST Stilt Jl,l;tiqOtfoo 0.1 (WSI'\1 246.1•1 0 2C5 ,101 
2530050 Oeltm!tl Rev ~Pole Attachment_. 3930 n ,Ju 0 
2530112 Olher O.fe1T1'11 crod~ .. curr 221 ,616 0 221 ,616 0 

Mise Current and Acx:rued Ullbilitias 1,848,811 417,416 1,379,441 51 ,953 
CuFTent Other and Acaued liablllues 20.735,169 10,851 ,927 7,939,576 1,943,666 

Olher Cu11'8nt Uetllllu 21,685,)36 1 ~.30$·,)110 1,311,257 2,047,6!18 
TOTAL CURRENT LIABILITIES 16),684,991 124,286,921 92,534,9H 17,334,8118 

long-Term Debi·Afflllated 20,000,000 7,949,800 5,1183,600 6,1&6,600 
Long-Term Debt· Non Amllated 730,000,000 210,661,700 355,t15,400 163,414,900 
Long·Tarm Debt· Premiums .,d Discounts Unamott (597,431) (.W,473) (175,752) (184,2061 

Memo· LTD NonAffiHaled end p,..mkJms 7,29,402,569 210,43~227 355,739:648 t 63,230,694 
L"'1Q-T 81111 Risk Managomenlllabllllfes • Hedge 0 0 0 0 

2Wl00.2 ~ T UM'al losses· Non Affil 2.107,46-4 0 2,107,464 0 
Long. Term Risk ~nl Uabil)tles • MlM 2,107,464 0 2.107,464 0 

Long.-Term Risk Management Uabllllles 2,107,464 0 2,107,464 0 
Defened Income Taxes 555,388,846 1117,530,210 269,962,192 117,196,444 
Deferred lnlltiStment Tu Credlb 117,744 22,905 35,902 58,937 
Ragulaiory U~tllllu and Dflfernod Credlb 23,380,6116 (30.470,047) 60,288,822 (6',418,089) 

Memo · Reg Uab end Def fTC 23,498,430 1'30 .447,142) 60,304,723 1<' 359,151} 
Asaal Retirement Obligation 20,552,318 81,236 20,491,162 0 
Nuclear Deeommlaslonlng 0 0 0 0 
Employee Benefits and Pension Oblloatfons 7,!185,02,11 ~.8119,'3&9 l i ,288,688) 402,339 
Trust Prefemtd Securities 0 0 0 0 
Cumulative Prefemtd Stocks of Subs • Mandatory Redt 0 0 0 0 

Obllgallons Under Capital Leases 3 .239.078 1,264,381 1,544,363 430,334 
Del Credits • Income Tax 679,196 360,765 275,890 ~2,541 

253011• Fedefl M<(jjOIIOn O.!tfii!NSRI 1,110.~ 0 I 110 044 0 
Del Credits· NSR 1.110,644 0 1,110,644 0 

Customer AdVances for Construction 111,772 1\1,772 0 0 
Oaf G·afn on Sale/leaseback 0 G 0 0 
Daferred Ga1n on Sale and Leaseback. Rockport 0 0 0 0 
Del (>ain on Oisp of Utility Piehl 0 0 0 0 

2S30000 ot~•· Dele·- CA!Cirts 6,gM 0 6.990 0 
25l0067 IPP · Srsiem UPOr&de Cn!dns 28t ,595 0 0 ~!9.$95 

.2530092 Fbf Optlns>ln KIM S""O!d Cns 156,UO 156,390 0 0 
2530"7 Fbf Opt ln,.SOid·Oefd Rev 102,044 0 0 102 044 

Oaf Credits • Other 535,028 f56,390 6,998 '371,639 
Total Dtl'ler Deferred Credita 646,800 268, 162 6,998 371,639 
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AMERICAN ELECTRIC POWER COMPANY 
BALANCE SHEET 

GLS8216 
YTD Jan 2014 
81ti2Dt4 Ht1t 

OIB V2098-01· 
...,..,. ;QL.Ifttl 

--.tC!\...ACC!uc ..._.u..a:~aCC~~t.-

A=nnulated Provisions - Rate· Refund 
Accumulated Provisions . Mcsc 

Other Non~urr.nt Ulbllltln 
TOTAL NON~URRENT UABIUTIES 

TOTAL UABIUllES 
Cumul•ttv• Pref Stocks of SUbs ·Nat 8Ubjec1 Mand Reder 
Minority lnterwet ·Deferred Credits 

Common Stock 
Paid In C..pltal 
Premfum on Capital Stock 
Retained Earnings 
Accumulated Oilier Com,..-henslve Income (Lou) 

TOTALSHAREHOLDERSEQUnY 
Memo: Total Equity 

TOTAL UABIUllES AND SHAREHOLDERS' EQUnY 

Kentucky Power 
lntConsol 
GLS8216 

YTDJan2014 

0 
932,000 

8,807.717 
1,315,542,443 

1,521,227,434 
0 
0 

50,450,000 
614,648,268 

0 
192,098,674 

(6,675,590) 
850,621,352 
850,52q ,352 

2,379, 748,786 

Pogo .t1 

Kentucky Po-r Kentucky P- Kentucky Power 
Compeny - Campeny • Generation Camp•ny · 

110 117 180 

YTDJan2014 YTDJan 2014 YTDJan 2014 

0 0 0 
0 932,000 0 

1 ,813,308 3,869,895 IIM,513 
367,289,008 716,071 ,9915 282,111,<131 

491,555,929 101,108,994 299,616,327 
0 0 0 
0 0 0 

22,404,049 10,287,1503 17,751,348 
106,025,371 424,t83,0e1 84,039,836 

0 0 0 
59,188,496 (43,598,460) 176,528,639 

(80, ~79) (6,5211,5 54) (66,757) 
117,517,637 384,743,660 278JI0,066 
187,517,637 3114,743,650 278,260,066 

679,073,586 1,193,350,644 m.n&,393 
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AMERICAN ELECTRIC POWER COMPANY 
BALANCE SHEET 

GLS8216 
YTDJ.an 2013 

-··~51 
098 V2099-01 ~ 

~~Ql.Sittt 

-..: Cll,Afe'l_nc ·-Ul'lt ~EGIONAI..A CDMI 

•.3SE TS 
Cash and Cash Equivalents 
Other Cash Deposits 

Customers 
Accrued Unbllled Revenues 
Miscellaneous Accounts Receivable 
AlloWances for Uncollectible Accounts 

Accounts Receivable 
Advances to Am nates 
fuel, Materials and Supplies 
Risk Management Contracts • Current 
Margin Deposits 
Unrecovered Fuel • Current 
other Current Re.gulatory Assets 
Pre!!a~ments and Other Current Assets 

TOTAL CURRENT ASSETS 

Elactrlc Production 
Electr1c Transmission 
etactr1c Dlstr1butlon 
Ganerai Property, P lant and Equipment 
Construction Work-In-Progress 

TOTAL PROPERTY, PLANT and EQUIPMENT 
less: Accumulated Dt!!reclailon and Amortization 

NET PROPERTY, PLANT and EQUIPMENT 
Nat Regulatorv Assets 
Securitized Transition Assets and Other 
Spent Nuclear Fuel and Decommlulonlng TruS1S 
Investments In Power and Distribution Projects 
Goodwill 
Long• Term Risk Management Assets 
Employee Beneflbl and ,pension Assets 
Other Non Current Assets 

TOTAL OntER NON-CURRENT ASSETS 

TOTAL ASSETS 

'-' :":I' ,.., _ ... 
Accounts Payable 
Advances from Afflllates 
Short-Term Debt 
Other current Regulatorv Liabilities 
Long-Term Debt eu. Within One Year Non-Atllllated 
Long-Term Oabt Due Within One Year· Amnated 
Risk Management Llabllltln 
Accrued Taxaa 
Memo: Property Tlll(es 
Accrued Interest 

Risk Management Collateral 
Utility Customer Deposits 

Deposits • Customer and Collateral 
Over-Recovered Fuel Costs· Current 

Dividends Declared 
Prefem!d Stock dl.le WnN 1 Yr 
Obllgailons under Capital Leases· Current 

Tax Cohectlons Payable 
Revenue Refunds • Accrued 
Accrued Rents • Rockport 
Accruad • Payroll 
Accrued Rents 

Kentucky Power 
lntConsol 
GLS8216 

YTDJan 2013 

1,125,832 
0 

14,293,727 
(25.425) 

13,368,620 
!9MB! 

27,627,105 
0 

88,266,015 
5,915,323 
1,973,442 

0 
0 

4,8n,412 
129,785,128 

559,3n,44& 
490,794,847 
657,82.4,972 

63,121,081! 
42,00·7,064 

1,813,125,416 
[605,870,2451 

1,207,255,171 
213,330,616 

0 
0 
0 
0 

8,207,854 
0 

47,768,874 
267,305,344 

1,604,345,644 

53,658,537 
16,278,255 

0 
0 
0 
0 

3,288,S81 
8,028,810 

10,850,061 
9,493,225 

56,324 
23,607,021 
23,663,345 

6,037,388 
0 
0 

1,327,597 
1,929,680 
3,704,841 

0 
920,505 

(2 795) 

Kentucky Power 
Company-

110 

YTO Jan 2013 

1,125,832 
0 

8,579,898 
(25.425) 

5,344,033 
!9,818! 

13,888,889 
0 

2,0$3,4n 
46,822 
29,783 

0 
0 

1,1189,1148 
19,174,531 

702,397,848 
0 
0 

199,571 
14,444,685 

717,042,104 
1211,sn,s19! 
499,364,585 
122,552,992 

0 
0 
0 
0 
0 
0 

5,511,352 
128,064,344 

646,603,480 

55,114,337 
15,900,475) 

0 
0 
0 
0 
0 

4,515,708 
·M79,013 
3,712,121 

0 
23,607,021 
23,607,021 

0 
0 
0 

866,790 
1.903,001 
1,635,430 

0 
570,656 

12,795} 

Kentucky Power 
Company • Generation 

117 

YTOJan 2013 

0 
0 

4,985,284 
0 

52,841,413 
0 

57,826,897 
0 

85,373,351 
5,868,501 
1,943,679 

0 
0 

2,772,542 
1S3,7B4,no 

568,085,115 
0 
0 

4 ;370,046 
2,282,769 

574,737,930 
(226,493,7171 
348,244,212 
34,769,218 

0 
0 
0 
0 

6,207,854 
0 

39,121,967 
80,099,038 

582,128,020 

42,897,439 
132,113,233 

0 
0 
0 
0 

3,288,591 
(2,916,090} 
3,160,184 
2,852,155 

56,324 
0 

56,324 
6,037,388 

0 
0 

241 ,380 
19,376 
14.573 

0 
251,868 

0 

Kentucl!,y Power 
Company· 

180 

YTO Jan 2013 

0 
0 

728,545 
0 

13,811,814 
.0 

14,540,359 
0 

799,U7 
0 
D 
0 
0 

•114,922 
16,454,488 

494,935,885 
0 
0 

1,129,887 
25,279,610 

521,345,382 
f161,699,009l 
359,646,373 

56,008,406 
0 
0 
0 
0 
0 
0 

3,133,556 
59,141,962 

434,242,803 

4,275,400 
11 09,934,503) 

0 
0 
0 
0 
0 

8,429,192 
3.210,864 
2,928,949 

0 
0 
0 
0 
0 
0 

219,427 
7,302 

2.054,838 
0 

97,981 
0 

P-atY 
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AMERICAN ELeCTRIC POWER COMPANY Pagtt 10 

BALANCE SHE£T Kentucky Power Kentucky Power Kentucky Power Kentucky Power 
Gl.S8216 lntConsol Company- Company • Generation Company. 
YTDJan 2013 GLS8216 110 117 1110 
CIVW2014 01 51 

UJ'D"l : Ol.SU1. 

O!IB V2099-01" McoW\t. G~-=·l.C - U!Ot ~-.A._C:CHI YTDJan2013 YTDJan 2013 YTDJan2013 YTDJan 2013 

Accrued ICP 3,822.9<41 2.~.638 1,111,142 367,160 
Accrued Vac:allons 3,240,629 1,989,4~ 912,879 338,286 
Mise Employee Benefits 1,033,531 759,716 251,166 22,650 
Payroll Deductions 147,237 86,187 42,829 18,221 
Severance I SEI 463,981 2$8,527 85.~9 120,415 
Accrued Workers Compensation 458,500 337,095 100,898 20,508 

2S30022 CUs,omer Adv•nce Receipts ~060.661 2,060,1561 0 0 

Custo·mer AdVance 2.060;661 2,060,661 0 0 
Control Cash Disbursement Account 1,753,628 1,753.628 0 0 
JMG Liability 0 0 0 0 

2420512 UnClaimed Fund$ 3,657 3,657 0 0 

~20~2 Ace Cash Francntse Req 77,148 77,1.8 0 0 
242059213 Sales V•• Tax· Lease EQUIP 12,589 397 12, 116 75 
24206<1:1 ACCNed Audll fees 30,027 13,135 11934 7,958 
2420656 Federal Mitigation Acct\1 (NSR) l76,7~ 0 376 794 0 
2420664 Sr Slate Mll!galton Del (NSR) 457,288 0 457 288 0 
2S300SO l)ele~ Rev ·Pole Atla<:llments 31,281 31 ,281 0 
2530112 Othor Dole~ c~rt .. curr 987,973 0 987,973 0 

Mise Current and Accrued Liabilities 1,976,756 125,617 1,843,105 8,033 
Current Other and Acalled Liabilities 21,510,094 13,821,824 4,632,875 3,055,394 

Other Currem UabiiiUes 22,837,691 14,6!18,615 41874,255 3,274,82.1 
TOTAL CURRENT UABILmES 143,285,942 105,737,328 189,203,395 (93,026,141) 

Long. Term Debt· Affiliated 20,000,000 6,907,200 7,335,600 5,757,200 
Long-Term Debt· Non Affiliated 530,000,000 197,753,600 176,839,800 155,406,800 
Long-Term Debt- Premiums and Discounts Unamort (764,156) (285,122) (254,9681 (224,066) 

Memo • L TO NonAmflated and Premiums 529,235,/Uti 197.468,478 176,584, 8j2 '/55,182, 534 
Long-Term Risk Management Uabll~ies ·Hedge 74,721 0 74,721 0 

2 .. 0002 LT Unreal Louu ·Non A/lil 3,730.9S. 0 3.730,98. 0 
2440022 vr \.illbll!ry MTM Cob1e~1 !517 1331 0 (~17 133} 0 

Long-Term Risk Management Uabll~les • MTM 3,213,851 0 3,213,851 0 
long-Term Risk Management Liabilities 3,288,572 0 3,288,572 0 
Deferred Income Taxes S57,0S4,049 158,6'12,682 90,467,9n 107,923,390 
Deferred lnveatmen1 Tax Cradlts 336,591 59,685 84,672 1&2,234 
Regulatory Liabilities and Deferred Credlta 25,649,112 (26,861,997) 57,509,058 (4,997,949) 

Me.mo - Reg Uab and Def lTC 25,985,703 (26,802,312) 57,593,730 (4,805 7151 
Asaet Retirement Obllgallon 3,930,712 57,822 3,872,889 0 
Nuclear Decommissioning 0 0 0 0 
Employee Benefits and Pension Obligations 31,680,538 20,072,405 10,001,116 1,807,018 
Trust Preferred Securttles 0 0 0 0 
Cumulative Preferrad Stocks of Subs ·Mandatory Reda 0 0 0 0 

Obligations Under Capital Leases 1,915;485 926,798 724,584 264,103 
Def Credb ·Income Tax 1,287,290 370,8n 876,869 39,.545 

2S30114 f'edt11 Wf!l•llon De[era!(NSR) 75-4.942 0 75-4.~2 0 
Def Credits - NSR 754,942 0 754,942 0 

2520000 Customer; Adv •or ConStructton 59,408 59,408 0 0 

Customer Advances for Construction 59,408 59,408 0 0 
Def Gain on Sale/leaseback 0 0 0 0 
DefiiiTed Gain on Sale and Leaseback - Roctcport 0 0 0 0 
Def Gain on Oisp of Utility Plant 0 0 0 0 

2530067 IPP- System Upgrade Credits 251,009 0 0 261,009 
2530092 Fbr Opl Lns-tn l<lnd Sv·Oid Gns 162, 146 162, 145 0 0 
2530137 Fbr Opt Lns-Sold·Oeld Rev 115,GDO 0 0 115,600 

Oef Credits • Other 538,754 162.146 0 376,608 
Total Other OafeiTIId CredHs 598,163 221.554 0 376,608 
ACcumulllted Provisions - Rate RefUnd 0 0 0 0 
Accumulated Provisions • Mise 0 0 0 0 

Other Non.Current Liabllltl•s 4,555,880 1,519J29 2,356,394 680,256 
TOTAL NON.CURRENT UABILmES 975,711,298 357 ,865,5().4 351,501,110 266,344,684 

TOTAL LIABIUTIES 1~118 .. 9971240 4631602.832 540 17041!05 173;3181543 
Cumulative Pref Stocks of Subs • Nol subject r.tand R•deiY 0 0 0 0 
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AMERICAN ElECTRIC POWER COMPANY 
BALANCE SHEET 

GLS8216 
YTDJ1n 2013 
0ll.l5(l01'08,,t-

098 V2099-01" 
t.-: Gl.Aiil 

-Gl..,.ACCT_!If:C --UM: UG10NAt_A.CONa 

Minority Interest - O.femtd Credits 

Common Stock 
P:ald In Capital 
Premium on Capital Stock 
Retained Earnings 
Accumulated Other Comprehenslvelncom• (Loss) 

TOTAL SHAREHOLDERS' EQUITY 
Memo: Total Equity 

TOTAL LIABILITlES AND SHAREHOLDERS' EQUfTY 

Kentucky Power Kentucky Power 
lntConsol Company. 
GLS8216 110 

YTOJ1n 2013 YTD Jan 2013 

0 0 

50,450,000 22,404,049 
238,750,000 106,025,371 

0 0 
196,509,410 54,631,786 

(361,006) (60,578) 
485,348.,404 183,000,628 
485,348,404 183,000,628 

1 .~345,6~ 646,603,460 

Page 11 

Kentucky Power Kentucky Power 
Company • Generation Company. 

117 180 

YTOJan 2013 YTDJan2013 

0 0 

10,287,803 17,758,348 
48,684,793 84,039,836 

0 0 
117,331,0471 159,208,670 

(217,834) (82,$93) 
41.423,515 2110,112~261 

41.423.515 260,924,261 

582,128,020 434,2.42,803 
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KE'NTIJCKY POWER COMPANY Pagt12 
FI~0211ZI201<& DETAIL OF ELECTRIC Ul1UTY PROPERTY 

YEAR TO DATE • JlllllfoiY, 2014 

GL.Sn10Q 02111/1.& 15:18 

BEOINHING ORIGINAL COST ENDING 
BALANCE ADD mONS REnREMEHTS ADJUSTMEins TRANSFERS BAlANCE 

Ul1Lf!Y PLANT 

1011106 GENERATION 1.-478,684,251.88 4,343,038.06 (1 ,583.436.15) (91:!) 0,00 1,.481 ,443.845.67 

TOTAL PRODUC110N 1,471,114,261.U 4;343,031.01 (1,583.436-15) (9.12) 0.00 1,.a1,44!,146.17 

101/106 TRANSMISSION 503,185,571,80 1,492,-309.80 (6,03933) 0.00 0.00 504,651,842.27 
1011-106 OISTRIBUTION 733,ne.sso,81 2,914,857 OS (912. 170 22) 0.00 0.00 7as,ns,277.64 

TOTAL (ACCOUNT8101 & 101) 2,711,121,414.41 a;n0,2015.81 (2,501,646.70! (9.UJ 0.00 2.721,t74,tt5.ft 

1011001/12 CAPITAL LEASES 8,27.9.149. 17 0.00 0,00 (521.258 91) 0.00 5,757",890,28 

102 ElECTRIC PLT PURCHASED OR SOlD 0,00 0,00 0.00 000 0.0(1 0,00 
1140001 ELECTRIC PlANT ACQUISITION 0.00 0.00 0.00 000 0.00 0.00 

TOTAL EL£C:TIUc: PLANT !N SERVICE 2, 7lt,801jiiUI ·a,no,201,81 (2,101,646.70} (621,268,03} 0.00 2,727,132,1&&.14 

1050001 PLANT HELD FOR FUTURE USE 7,.405,958.73 0.00 0,00 0.00 0.00 1,405,958 73 

107000X CONSTRUCTION WORK IN ·PROGRESS: 

107000X BEG. BAL. 128.599,148.19 
107000X ADDITIONS 10,859,016.03 
107000X TRANSFERS j8.750..2D5 911 
107000X END. BAL. 2108810.12 130,707,958.31 

TOTAL EL£CTRIC Ul1LJTY PLA'NT 2,157191U70,&8 1o1na1ou.o3 1&'01,145.701 (521,268.03} o.oo 2,Rii,7.W1n2.U 

NQHU11l.JTY PLANT 

1210001 NONUTILITY PROPEin'Y.OWNED 995,120.00 0.00 0.00 0.00 0.00 995,UO.OO 
1210002 NONVTILllY PROPERTY·LEASED 0.00 0.00 000 0.00 0.00 0.00 

124()()25..29 OTHER INVESTMENTS 4,534,315.74 0.00 000 (003) 0.00 ~.534,,315.71 

TOTAL NONU11UTY PLANT 61621~5.74 o.oo 0.00 j0.03l 0.00 61621.43&.71 

Prepared by: PSnVIslon Repo!1 GLS72100 
RevleWer. Cindy Buckbee - Prop Acclg Canton 
Source5 or lnro: Powerplanl Reporta and PS GL 
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KI!NTUC:KY powER COMPANY "-1101 1'J 
ACCUMULATED PROVISION FOR DEPR.ECIAllON. AMORTIZATION, & DEPLETTON 

FINAL 0211112014 yu,R TO DATE· Januuy, 2014 

GLS741GQ 0211011411:32 

II.EGINNING PROIMION ORIGINAL NET REM/ lRAHSFERJ ENDING 
BAUINCE TO DATE COST ~VCOliT ADJUS~ IIAI.AHCE 

UTIUTY PI.AHJ 

NUCl~ 
1080001111 OTHER 0.00 
1oaooow1o OECOMMISSIOHING COSTS ~00 

TOTAI.NUCI..l:AR 0.00 

1010001111 PROOUC'TlON 599.~.12U9 4,707,1126.86 (1,S8M36 15! (100,263.6 ll 0.00 602,628,05&.11 ., 
1010001111 TRANSMISSION 161,537,795.18 709,531 .11 (6.03933) (85,937.43) 0.00 16.2,155,350.31 ~ 
1010001111 DISTRIBUT10N 182,744,ISIIO.IW 2.080.;4211,87 {812 PQ..?21 (1o&,IW6 07) 0.00 1113.114.271.22 ~ 

1080013 PRODUC'TlON (3,620.015.26\ (~4.290.38\ (3,6&4,305.84) w 
1080013 TRANSMISSION 0.00 0.00 0.00 o.oo O.DO o.oo 
1080013 DISTRIBUTION (20G98.85) 0.00 0.00 0.00 (761.38) 127,460 23) 1/ 

RETIREMENT WORI( IN PROGRESS (8,320,252.52) 0.00 0.00 (121.112.80) ~.1147. 11 (8,146,518.211 w 

TOTAL (101.( •ccoijnlll) N 1,811,&1e.OI 7~7,515.71 tl.501,U$.70) ~15,959.91) ,.,,nus NI,I5Ut1..H 

NUCLEAR 0.00 
1110001 PRODUCTION 10,429,350.87 107,233.87 0.00 10.53UII4.84 y 

1110001 TRANSMISSION 1,607,782.61 ~.428.49 0.00 o.qo 0,00 1,654.22117 'I 
1110001 DISTRIBIJTTON 7,182,584.7.$ 122,105.78 0.00 0.00 o,oo 7,304,680..51 y 

TOTAL (11JX-UQ.Io) 11,21t,7a.IO 27$,7"-22 1),00 .0.00 11.00 11,4t5,4N.52 

10110015 CAPITAL lEASES 1.1169,*7,08 0.00 0.00 0.00 (260.821AI2J 1,581,845.27 " 
1150001 ACQUISITION ADJUSTMENT AMOR'T O,DO o.oo 0.00 G.OO 0.00 o.oo 

TOTAL AOCUM OEPR & AMORT. H2.101,11US 7,713,363.0 (2,501,"'5.70) c•1s.At.t1J (31.028.47) N7174U 3U5 

I!IONUTIUD' PLANT 

1220001 Depri.Amrt or NonuU ~p-Ownd 214,VSS.75 555,81 0.00 0.00 0.00 215,51Ui6 " 1240027 Oilier P11>po~- RWIP j3400,00) 0.00 Cl.OO 0.00 O.DO ('),400fJ0) 1 
1240028 0111or P11>po~ ·RETIRE 0.00 0.00 0.00 0.00 0.00 0.00 

TQT AL NONliTIUD' PLANT m:m.n 555A1 [05 0.00 i!:IRI Zltmli 
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February 27, 2014 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-0615 

American Electdc Power 
1 Riversrde Piaza 
Columbus. OH 43215-2373 
AEP~om 

Please find enclosed Form EIA-826, Monthly Electric Utility Sales and Revenue Report 
with State Distributions for the month of January 2014. 

Sincerely, 

Brian J. Frantz 
Manager - Regulated Accounting 

BJF 
Enclosure 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1457 of 1829

U.S, Department of Energy Monthly Electric Utility Sales and Revenue Form Approval 

Energy Information Administmtion Report with State Distributions- 2014 OMBNO.I905-0129 

Form E!A-&26 (Expires 11-30-2007) 

'nis rfiiOrt is IW&adatory 11ader Peblic Law 93-175, tbe Federol Eaeru Adralnbtratiaa Ad of ll'74, Poblic Law 95-91, Departaoat of Eaoru Orwaalzatloa Act, aad 

I Public Law I OZ-486, tbe Eaergy Polley A <I or 1991. lnfonnatlon ~ned on lhc Fonn EIA-826 is not constdered oon!identiol See Section V of lhc General tnstrue!lons for 

sancllom statement Pubhc reportlllg burden for thiS collechon of uuonnahon " estunated to average I S hours per response, mctudUig the ttmc for rcvu:w"''l the I<IS1Ncttons, 

1
seorchtng CJUJI!ng data sources, galhcnng and mamtammg the data needed. and completmg and fCVIOWIRII the coltecied tnformabon Send comments regarding thu fonn, Its 

!burden estimate, or any aspect of the> data collection to the> Energy tnformauon AdmtnlStrabon. StabSbcal and Methods Group El-73, tOOO Independence Avenue S.W .. 

!ForrcstaJ Bu1ldmg. Waslnngton. D.C 20585, and to the Office of lnformalloo and Regulatory AffiW'S, Oflioc of Management and Budge!. Wa.shUigton. DC. 2050) (A person 

[1s reqwred to respond to the coltedton of tnfonnotloo only 1f 11 displays a valid OMB number) Carefully read oad fallow all iulniciiona. If you need oubtaace, pleaoe 

looataet Alfred Plppi at: (101) lli7-16ZS or Cbarleae DarriJ,.Rutoell 11: (lOZ) 187-1747 or by E-Mollot 

!Please •ubmn by the> la5t calendar day of the month followmg the> reportmg month. Return eampleted fonnt by E-Moll 11 ela~16@eia.doe.cov or ru to {ZOZ) 187-1585 or (l0l)187-l9S9. 

1'-'0PIIIl t of_ Energy, _Ertc:r,gy I (_EJ.W. BG-076_iEIA-82~ DC <O< 

IUtilily Name: Kentucky Power Company .Code ... ..... by EIA): 22053 

·for the month of: Jan _X . Feb_ Mar_ An.r MAv .Jun_Jul Au2 Seo . Oct_ Nov_ Dec_, 2014 

I Contact Persoru Ro-.Jd F Davis I P hone 814-718-3525 

I Email! ~~ IF-= 814-'11~1'149 
RET An. SALES TO ULTIMATE CONSUMERS 

Schedule I· A: Full Service (Energy and Delivery Service (bundled)) 
Instructions: Enter the reporting month revenue (thousand dollars), megawatthoura, and number of consumers for energy and delivery service (bundled) 

_bl'_ State and consumer ela88_ category_ 

State Items ... lntft uotri"'l T1 Total 
IKY I• Revenue (Thousand Dollars) $ 32,579 $ 14~01 $ _1!;,7()_~ _$ 62,685 

lb Megwanhotlrs 338.050 140,625 248,421 727,096 
, Number or 140,271 30,792 1,300 172,363 

a Revenue (Thousand Dollars) 

lliliiii 
b Megwatthcnn 

Number of consumers 

a Revenue (Thousand Dollars) 

lllill!lli 
b Megwatthours 

Number of oonsumers 

a Revenue (Thousand Dollars) 

- :b Mcgwatthours 

lc Number of consumers 

I• Revenue (Thousand Dollars) 

lb Megwallhours 

Number of consumers 

I Note 
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AMI RICAN 

''""'" I'OWIR 
tylarch 27,2014 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-0615 

American Electric Power 
I Rtverstde PI aLa 
Coltmi!Ws, OH 4321~·2313 
AEPcom 

Please find enclosed February 2014 Financial Report pages for Kentucky Power Company consisting of the 
following: 

Income Statement: 

1-9 Income Statement 

1-3 Details of Operating Revenues 

4·7 Operating Expenses - Functional Expenses 

8-9 Detail Statement of Taxes 

Balance Sheet 

10 Balance Sheet - Assets & Other Debits 

10-12 Balance Sheet - Liabilities & Other Credits 

II Deferred Credits 

12 Statement of Retained Earnings 

Utility Property: 

13-14 Electric Property & Accum Prov for Depr & Amrtz 

~ly,r4 

~iMJ. ltt 
Manager -Regulated Accounting 

BJF 

Enclosure 
Cc: Lila Munsey (w/pages) 
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INCOME STATEMENT Kltntucl<y p- Ktnii!C~ P-r Kontuc~P-r Ktntucll}f P-r 
lniConaol Company . Company . GeiUiraUon COmplln)' • 

GL$1011 Dlairlbutlon TraMml .. lon 
vro Ftob 201• Gt.$1011 110 117 110 
Ol/1QQ0t<l 15 ll Actual Actual Actual Actual 

Layou.t Gl.Sa11 

Dt8V2014oQ2o.3 Aa:G\Int: oycc:r_s:e.c ~~~,...Unit&: RfGIONAL,A,CONS vro Ftob 2o14 vro Ftob 2o14 vro Ftob 2014 vro Feb2014 

REVEr<UES 

.C400001 Rt'..ct."'-!111 SllH·W'SJMC•H!g 30,2 41 .572 30,487.620 (246 ,048) 0 
••ooocr.l Reuati'IUW SIWH•WIO SPliCe HI 11 .022,491 11,109,138 (86,647) 0 
.CAOOOQ5 ReStd4"""' Ft~~,l Ft•v 17,018,471 17.018.471 0 0 

A Revenue • Rttldenlltl S1lo1 51,%1%,5~ 11111S.Z21 (:132,195) 
4420001 Comma~ou s.rc:s 13,667,9 24 13,640257 27,667 0 
4420006 $-alu to Pub Ault! Sd\oola 2,504,103 2,498,573 5,530 0 
4410007 Sat•• IO p,•b kith • EJ Se.hOOI 2,482,490 2,475.248 7,242 0 
U 10013 Co"'rne.!CJ.ai f ut! Reov 6,891 .160 6,891 ,160 0 0 

A Rlvonua • ComiMrcfel S1le1 21,645,177 2$,106,231 40,43t 
8 Rtvtnut . Jndllab1al S.ln . Alllllalllcl 

41.420002 '"""•lriol&-..tE>t! t.tn .. J 10.552,704 10,447A23 105.281 D 
4420004 lnd 5*' NonM,tlNII Monf'l l 4,964,498 4,952,031 32,467 0 
.U2M15 I.M!!Mltl r;..,. Rev 13,059.135 13,059,135 0 0 

A Revtnut-lndutlrlal Stfn - NonAftllllltd ZI,I !I,J37 21,4U,IIt 137,749 
Rtvtn .. · lnduab1al Stln 21,01,» 7 21,451,181 137,741 

A Revenue • G4t ProdUcts Saln 
A Rtvtnut · Gat Tra,.portaHon & Storage Salta 
s Rtvtn .. • G4a TranapolfaUon & Storage Selt t • Aftlllatttd 

''<10000 PWIOIC 501•~ I.JQhO~ 238,376 235,456 2 ,921 0 
4d0002 PUIIIIC> Sf & ttwy Uphf Fvel Reot 57,541 57,541 0 0 

A Rtvenua • Ollltr Ret.ll Saln 295,111 2t%,U7 2,tZ1 .. Revonua • Ollltr Retail Salta - Alllllo .. d 
Revenue • Rttall S.ln 1t%,720,4M 11%,17~.053 (151,587) 

.(560013 Otl'l EJec Rv-.T,,..,..,fi'.Tf'l"'f Pnee 0 0 0 6 ,630454 
~5G103J PJM NI'TS Re.nnue • ~tl'ted ~.927,147 0 0 5 927,747 
4S61COC PJM TO Ad~'!\ Sttv Rn Aft 0 0 0 109,914 
4.s&t01S PJM Ni'•td«d Tr-.._ NfT-S OM! (5.910,5281 0 (5.910.528) 0 
<SGIOlG P.iM N'e!M~ Tra~ TO C~t 0 0 (109,914) 0 
C51110Si AllliPJM fll,'ltEn._llllirl 54,483 a 0 54,483 
•stnooo ..,.,.. PJM 1'rtm EnhHcmnt C~nt (54.329) 0 {54,3291 0 
4S61D62 P~OV.~OH PJM ..nsNM-Cost (~26,813) 0 (128 8131 0 
4!.61063 P~OV\5001< I'JM lOTS Mlto<<d (37.856) 0 0 (37,856) 

8 RIYen.,. • Tranamluton-AIIIIIIItd (1U,zt&) (&,2113,584) 12,&14,74% 
4470150 --rtusm R.w ..Oectc WNlAIMur'l 9.285 0 (1094«) 118,729 
4410206 PJM Tfll\t knt c:rt:dlts.Q.SS 756,488 0 756,488 0 
4470107 PJM ttl.tUm lou d\*'OH · LSE (7.356,139) 0 (7.356.139) 0 
1470206 PJM f ti!WI'I .CIU c:rtdtb·l.SE 1,273,044 0 1,273,044 0 
4<?0:109 PJM IUIII'I'Im •ot.• thlllges-0SS- (5.651,603) 0 (5,651.603) 0 
456t007 RTO Form._,.U., Cost R•cu.-cr.y 5,776 0 (17.888) 23,664 
450,003 PJM &panllOtl C01t Rec:ov 16,901 0 (11,2541 28.155 
1561005 PJI.' Pont lo P01t1t r ,.nt Svc 132,330 0 132,330 0 
<15<11006 P JM l ran• OM!et A.ctrl!n Rt-v 46 112 0 0 46, 112 
4-$CH007 PJM NtlWQ•Ii lnltg fran• S•t: 2,336.735 0 0 2;136,735 
A!l61019 Ot" Ete.t R..., Ttan~ Non Afril 13,439 0 0 l3,/439 
<5611>211 PJM P~FuC•eRI'\I'Mit'C:~kA 787 0 0 787 
<15610'29 PJ'MNITSPevfl!.l.lf~Cu.KM 439.048 0 0 439,048 
A5610JO PJ~ TO SeN Rev W1[t C:~NAJI 7,044 0 0 704<1 
•-561058 NoMff1PJM n•nt &l+lnemt Aw 55,639 0 0 55,639 
.tSe1001 NM PJM'RTEP Rev for\'t\nl·ffi 4,036 0 0 4.036 
456106. PROVISION !'JI,I "'ITSv.!IIIIC"'-NAI (1 ,8301 0 D 11.8301 
4561005 PROVISION PJI,I NITS (12,795) 0 0 (12.795) 

A Rovanut • Tranamlulo!HtonAftlllated (7,121,703) (10,114,4111 3,018,713 
Revenua • Trantmlallon (1,074,111) (H,fii,OIO) 1S,743,501 

U70001 u., tor ~etiile fusoc: Ccs (262) 0 (282) 0 
4410035 Sb lor Rat ~ FUeJRflt ... A,u.oc 88,127 0 88,127 0 
447'0121 s..le• tor fta ·M Pool En•'lW 5.479.520 0 5 479,520 0 

Revenue • Rlllfe.Aftlllllwd 6,f57,315 5,517,315 
•410002 S•t•• tor 'Re,ule • No~~~ 3 ,131 0 3 ,191 0 
.. 10006 Sale• ftlf Reul...SIH)jr:OUI S.S 3.506.191 0 3.508, 191 0 
·~70010 St!H tor R• ••BOCikOI.It Pu1ctt (5,353 o498) 0 (5,353 498) 0 
4<70077 WltaiiMunll1)bAII\t:u• R,.. 594.,298 0 594,298 0 
4A70018 SaiVReuft • HI. · Futt Rev (8,069) 0 (8,069) 0 
U 700ll Mot.lliMIJNIPUb ~ Bn.• Rtv 524A74 0 524,474 0 
•470066 ~ TldltiO"Ttanl Ea~oMaaoc (39) 0 (99) 0 
... nooet l='ll'lanall SPII~ G• • Itt-~ 5,-418 0 5,418 0 
<<10C82 Rn1nc:sli EJIH:1Jjc A•ai:tta 1,823.691 0 1.823,691 0 
A.C70069 PJM [ne1_;y SM-t M1101n 51 ,341 ,6 73 0 51,341,67"3 0 
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Page2 

INCOME STATeMENT Kentucky P..-r Kentucky ,.,_, Ke i!WciCY 1'-r KentuciCY p.,.., 
tnt Conaol Company · ComP'Inr · Generation Company · 

GLSI016 Dlatrtbutlon Tra .. rnlulon 
Y11Heb 2014 GLSI011 110 117 110 
OVICVJ01 .. 15'"lt Aclwtl Actual Aclwtl Actual 

~GUIIII11 

119BV201.$211 -llt:Ol,..ACCT~ ........... Uftb: AE.GIOHAI.. ~COHS Y11) Feb 201.t Y11) Feb 2014 Y11) Feb 2014 Y11) Feb 20U 

4470093 PJM ln'!piiQI CcnQitlllon·lS£ (14,071,327) 0 (14,071 ,327) 0 
U7009& PJM Oper R·esetVf: Reov-OSS (1.6752.31) 0 (1 .675.231) 0 
•• 10099 CtOa~Cr Nt'lSa'H 88,662 0 88,662 0 
«70100 PJM FTR'J(evenue.OSS (5,482) 0 (5,<182) Q 
.t00101 PJM FTR ~w•~·LSE 5.100.901 0 5.100.901 0 
4470103 PJM E"ctoY Sat.- CMI 35,246.615 0 35,246.615 0 
.. 10106 PJM P!2PI Tro.,. l>ur<i>-- (271 0 (27) 0 
«70107 PJM NITS Purcn.-NctnArt 5,374 0 5374 0 
4470109 PJM FTR q .vaNI .. Spw:c (67,670) 0 (67.670) 0 
••70110 PJM TO Mnv• E>p ·~OoA~ (176) 0 (176) 0 
.. 7011$ P JM Meter C:onenoi'I..OSS (10.220) 0 (10,220) 0 
U7tlt16 PJM Mrir.i Cctteoc$ons-LS,e: 50.448 0 50.448 0 
·~70\24 PJM l"atmoMM Spot . .OSS 0 0 0 0 
.. 70126 PJM lnct•mant.al lmp Cc~SS (15.814,370) 0 (15,814,370} 0 
4471""' PJM CaNt• d. He!! C"-'~ c,edl!; (14) 0 (14) 0 
4.70l4l Flnlllt'lli HedQI' Rcalczed (3,194) 0 (3,194) 0 
&4'70141 Rnl't.$t\lilft9- 05 SIA 69 0 69 0 
•U101SS OS5 Pi'IY"c.l M~o!n fl'•;;f .. s 175 0 175 0 
.. 701!>5 OSS Opum MlrQin Atdast (175) 0 (175) 0 
4A70110 Non-ECR Audlon Sates..OSS 620.A04 0 620.404 0 
4A.7011A PJM 'MiN FlR Rtv .. OSS 81 0 81 0 
•470115 0$$ S"lnf\0 Atdlta • R.tall 108,139 0 108,139 0 
.c.c7017G OSS Si'!a11ng Redfn .Aed6t'Oort (108.1~9) 0 (108.139) 0 
.447016.0 Trading t!"!tn•boCM. R•d .. (125,896) 0 (125.896) 0 
u1o1e1 Al.lt'Uocrt IMt•bcall Rtctau 125.896 0 125,896 0 
AA10~'1 PJ" Oplt.....S~O.oQI 355,360 0 355.360 0 
4A1010l P .1M OPRn.tSE·Ch•ro• (3,052,310) 0 (3,052 .310) 0 
<4A102t.f PJM 30m Swppl ~"-"'• CROSS 28.173 0 28.173 0 
U70l20 PJM RtQ\fdOf'! • 05S 96-.1 88 0 96,188 0 
44702'lt PjM Sf;lllnlno Rtlettl• ~ OSS 6 ,201 0 6 ,201 0 
IC10W PJM Rl!la.Gv• . OS$ 104.719 0 104.719 0 
•540050 0\~ Elec ~w.Coal Trd ~ltd IH (9,835) 0 {9.835) 0 
sssooao PJM Hc:~tmv NM PUrc:l\ f"ERC (10,124.508) 0 (10, 124,501)) 0 
ss-. Pwd!t-tctd PCM'Wt futl 1.305 0 1,305 0 

A Roovenua • Roooale-NonAI!IIIoted 41,307,401 49,307,40& 
A Roovenue • Roo811Hiallled 
A Roovenue • RooaeiHUak Mgmt MTM 

Roovenue • RooaalHUak Mgmt Ac:tlvltlea 
Revt~nue • Salea for Reule 64,174,791 64,174,711 

.t470D7C s.;e toe Jhu~ ,.,, ~tee 0 0 81,408,085 0 
4s.tctl01 Rent From Elect P1op~ny · AI ,51 ,894 157,.,64 0 0 

II Roovenue • Oilier EINUIUllatad 61,114 117,264 11,401,015 ·- FO'foctcd o..eo.oo. 825,901 825,901 0 0 
C$10001 Mix s.nt~ce Rt't • Not~a.!lt 39,994 37,735 0 2,259 
•S<j)tm R• Fral'l)' EJeet Prrtpl'!?t·NAC 1.300 300 0 1,000 
45.11)005 ft.nt ftom E!• c "'op-Pd• Men 978,752 978,752 0 0 
•Y..0001 0\h Efed Rw .- OSM PtOQrt·m 1,277.817 1,277,817 0 0 

Roovenue • Oilier EI•NonAIIUIIand 3,123,711 3,120,10& 3,251 
Roovonue·Gaa .... C:omp ~ow CHI,...AM NOI; 8 ,533 0 8.533 0 
Galni(Lou) an AlloW!Incea 1,633 1,533 

A RIJftnue • Oilier Ele-NonAmlllated 3,112.211 3,1%0,505 1,533 1,261 
Roovanue • Othef Opr Eleetrtc l ,114,1tl 1.rn,no 11,411,691 3,211 

0 Revenue Men:handlalng & Contnt1 Wort. 
c Revenue• NOII.utltlly Op.ratlona • Allllllted 
0 Roovenuea Non-Utility Operallo~•. NonAmlldod 

RIYIInuea from Non.Ot111ty 0P'IraUona 
c Non-O.,.ratlng Rental Income • A!IIIINd 

.110001 Non-QPI'I~.R•nc.! lnc:omc 5,200 5,000 200 0 ··- Ncp.Opfa.ttto Rrltli~CJJ (1.1121 0 0 11 .112) 
0 Non-Oporatlng Rental Income. NonAmlla .. d 4,011 5,000 200 (1,112) 

Non-Operating Roonlllllncame 4,011 1,000 200 (1,112J 
c: Non-Operating Mloc Income -Ami land 

.,0002 htrlc N~lne.NonAI'"R•tn 397 118 205 74 
4210007 ,.ooNon.Op~o< · I'IIOOA><· Olh 170 124 46 0 

D Non-Openollng MIK Income. NonA11111ol!td &li7 242 %51 74 
Non-Operating Mile Income 517 242 251 74 

~0004 R•ni: Ftotn Ded Ptoo-AtJO.NoNt 10290 10,290 D 0 
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American Electric Power 
INCOME STATEMENT 

G\.51011 
YTD Feb 2014 
0311~14 15.l8 

~Ot.MII11 

Ac:rant: %tfflCT SEC 8u.llMu Un.lla: It£~ 'CONS 

. 56DO,S Chntl EWttnc R~Wei'!Uft • ,480 

5010000 

50!0001 
$010003 

!IOJDOU 

5!H00t9 
!iftiOQ27 

501002! 

.5010005 

5000000 

5090005 

~5000< 

M5000S 
SS50027 
!IS5002t 

5510~6 

5$50101 

5550102 

5550001 

55501t)l 

SSSOOl9 

SSS0040 

SSSOOCI 
5S5007 .. 

5550016 

55SOOT7 
Ss:i007S 

5550019 

sssoou 

o A .. oclllllld Bu11nt11 Developmentlnco'"" 
"-vtnue · Other Opr ·Other 

•tel lllemo: R ... nu..oth Opr-oth Aff 
•COl tremo: Revtnu..oth Opr.flfh Non 

Reve.nue -Other Optrallhg 
A Provl1l0n for ltn R.tund • NonAIIIIItled 
a Provl1l0n for Rn R.rund • Afllllaled 

Provlalon for Relit Rllfund 
Pwt Slllt• O""'M S.c- Ttfn'rt 
Pwt Putfh 0 VIto"M .$vt 1t'111YV 

A "-venlle. P-r Saln 
TOTAL OPERA11HG REVENUES 

Memo.• GIT/0 Rellenue 
Memo, Other Allfliated Re,.mJe 
Memo: Rownue-Oth Opr.Qtll Air 
Memo.· Re~~enue.Qth Opr.Qth Non 

llemo: TotOJ/ Opetaflnlll R ... "'"'" 
Memo: Altili«ed Re,.nue 
Memo: Non-AfllriiJitJd Revenue 

FUEL EXPENSES 

Fu~ 

FuetCon:a\.111\f!d 
Fuei P!a'WI._ Uriolkf & H'l"dt 

Fuel Survev AC1/Vt!V 
F\~ Ql Contwmei:S 

CiVPttJtn 1'1~~-~~ C:OUI 

Gyf,JIIU'tft s.-.. ,.eew!iil 

Fuel ~pane• Total 
f"ud · Deferred 

DeiiiMd Fuel Ellpanae 
Over Under Fuel Expen .. 

F.,.l for Electric Genorallo'l 
Gv~m~..,dltpt..;Jt~~~ 

i'utllrom Alllllat .. fot Eltdrlc Gtntratlon 
/V(Ntt Co,...I.Un T.UeiV S02 

Aft NO.-: Co11t E:Jio 
All-nceo • Conouft1plton 

Utea E:,~se 

Tron.aEJt~n•• 

1-•mHlonit E.tpenn. 

P-oiYIMJ ttDtMt 

\Jmt Hya•a~t e..~nw 
Emlall0m1 Comrot • Chtmlctla 

Total Flitl for Electric Generation 
llemo: NonAff FutiiAIIowJEmluloM 

Pul""'•&t'd P~ Pool C•~oty 

Ptttc!'t .. eOPowet. ~ EMtgy 

PL11tl'l ~ Non.fUt4 PINton-AA 

Pu,til Powr,,·At•oe.. TIM*'' Pf!u 

Putch POWitf•Furt Ponton-~ 
PUi' PI ~Pool Hon-Fue!.Arl' 

PUt PCI'Nir·POol NonF\It~SS,14f 

PUI'CMMd Eloc1tlclty '""" AEP • Al'llllelllt 
Pun:~ ~·~I'IT11dl!1g.Not'I&U!oe 

G••OonVert40n·Mont P1Jnl 
PJ M ln~•rter;l Mil Rft.OSS 

PJM •1111dV•"~' MtJ Rtt·LSE 
PJM ArrdJif't Setv ~nc 
PJM-.•acw...Cr-eigt. 
~JM~S!-..t..C:"etCf' 

P JM Sbdt SlM1.CreO' 

PJM R-tliMon Clllf1e 

PJM RtQiiiii:OI'I.Ctccf\ 
P.it.C Sp:nt~~ngRU*fii...Ch•IWI 

GLSI011 
Actual 

YTD Ftb2014 

.... ,087 
54,377 
51,033 

51,033 
3,243,224 

1,561 
(258) 

U04 
11 7147U 

157,235,n1 
5,469,983 

59,033 
162,764,786 

IS,41J,tl1 
f57,ZJ4,1N 
111,764,111 

22,004 
s•.sso,119 

2 ,635,480 
45'7.589 

1,352,107 
28,998 

(181 ,803) 
SI,UI,OM 
(8,51 1 ,254) 
(1,511.254) 

50,353,140 
18,031 
11,031 

1.713.733 
25.817 

1,740,560 
979,286 

59,155 
586,393 

10,285 
1,452 

1,531,672 
5:J,741,tt2 
53,7:JO,IIf 

181.949 
676,093 

7 950,750 
0 

11 ,852,306 
1611,508 
214,985 

21,044,111 
200,515 

(7 387) 
(66.982) 
(21 163) 

590 
(172.902) 
216,063 

(4.258) 
573,865 

(241 ,4on 
858,025 

KtnluckyP
C..mpany
Dllltri!Mion 

110 
Actual 

YTD Feb .21114 

s1,;m 
51,H7 

"·'" 
51.101 

3,344,671 

0 
0 

111 11132 

115,992,555 
157,.264 

66.'B09 
116.216,632 

157,214 
fff,OSI,:JII 
1fl,z1f;uz 

0 
0 
0 
0 
0 
0 
0 

0 

0 

0 
0 

0 
0 
0 
0 
0 

0 
0 
0 

81 .408.065 
0 
0 
0 

11,401,086 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

KtntuckyP
Company • Generation 

117 
Actual 

YTDI'eb2014 

0 

451 

41St 
11,417,04t 

1,561 
(258) 

1 
tUSh 506 

31,11t1,189 
80,771,166 

451 
118,9.53.506 
10,771,111 
Jl,flf,MO 

fff,J53,50f 

22.004 
5~ .550,719 

2,~5A80 
457,589 

1,352,107 
28,998 

(181.803) 
51,1&5,014 
(8,511 ,254) 
(1,111,254) 

60,353,140 
18,031 
11,031 

1.713,733 
26,817 

1,740.,650 
979,286 

59,155 
586,393 

10,285 
1,452 

1,131,672 
&3,741,112 
53,730,1ff 

181,949 
676,093 

7 ,950 750 
0 

11 ,852,306 
168,508 
21~985 

21,044,511 
200,515 

(7.,387) 
(66.982) 
(21163) 

590 
(172,902) 
216,063 

(4,258) 
&73,865 

(241 ,407) 
858,025 

Kltnlucky Power 
C<lmpany

Tram~mlaalon 

110 
Actual 

YTDFebZ014 

(7,190) 
(7,110) 
(I,Uil 

tr.z:n) 
(4,Hil 

0 
0 

15 731531 

3,062,023 
12.684,742 

(8,228) 
15.73B,S3B 
fl,II4,74Z 
l,05J,7t5 

15,731,531 

0 
0 
0 
0 
0 
0 
0 

0 

0 

0 
0 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

Page3 
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GI.SIOIS 
YTD Feb 2014 
0311(Lt201' 15 38 

55~ 

5S5009o 
555009$ 
5550100 
SS50107 

5000000 
5000001 

5«4'0000 
5050000 

5060000 -50GCOOJ -~ll6001$ 
~000 

5510000 

557(1007 

57S7@ 

$751001 

5600000 
St\11000 

5612«10 

5610000 
5614001 

5615000 

5&1!000 

5618001 

5620001 

56>0000 
5650002 
5650007 
5650011 

5650015 
5650016 

5650019 

56$0020 

56110000 

5670002 

51100000 
5610000 -56JOOOO 
5fWOOOO 

5850000 

5860000 
970000 

~000 

~!19000\ 

5!9000'2 

8010000 

91ll9000 
90'2(1002 
9020003 

9020004 
90:,0000 

INCOME STATEMENT 

L.oyood: GLSIO,. 

A=vnt: OIJ.CCT,SEC - Uolla: RfiGIOtW,A,CONS 

PJMS~AtNN.O~ 

PJM 30m SA..tppl RMI'V Cl'latgl \.Si: 
PJM Pu,cl\p""n~E'C~·~O, 

C.~City Plolrd\Mft..Aud»on 
Cajac::tly pt,Ht:Ntn • l iNing 

Purcllls•d Ellr:lriclty fOf Resile . NonAmtllted 
Purch11ad Gu tor R•••le • Amlllled 
Purchaud Ga. ror Ro .. le • NanAmtllted 

Total Purchuod p.,..., 
GROSS MARGIN 

OPERATING EXPENSES 

""'"' SuPM~tiWJn l Eng~nHMg 
~·' Swpet & EI'ID-RA TA-Aitlt 
Stc.m EMPt'!Mlt 

9teftlc: &.,.n~n 

M11~Sre1m Powl',El!Ptm" 
MliCS1e•m PCIIW., Elo-Att~ 
J:le"'.OII., Cos1&Pf-1WI Stum 

NSR Se(IM!ent EJtp•nse 
,_ k Slm P-M [)'p Emonmtnti1 

Slelm Generation Op EliP 
Nucl••r Generation Op Eap 
Hydro GanoraUon Op El<p 

Syt Co~10I.ll61d Olt~dlln_g 
O.l'lelbpemn 

Otllet ..... E>P Wlai ..... REC. 
PJM~M&SC-OSS 

PJM Admin-MAM.&.SC lnlt!inal 

other Generation Op Eap 
0pC!f $upeMtt~ & E~neenng 

LnM3 O..'PIICI\ • ReiJabihty 

lHd Ol•~»"tt·Mno6.0o T!aJ\l$y• 
P JM Admi•..SSCAOS.OSS 
~M Adn"n-SSC&O~tnlenal 

RNblltv Plno&.S~ D.,_,tcov 
PJM Ao:TIIn·"AP&SOS..OSS 
PJM Admrn-RP&SOS. I.W~ 

Sta:.tlon &ptntn Nof'•a,oc 
Olli'1'1 .. 4 lJnt E)pillllnttl 

l'tantlt'!Uft E,let bv O.l'!e,..NAC 

Tr•n a.t b1 Otn.Nf im P~tt• 

PJM Tran. En"~ncrment C~ot.,oe 
PJMTOServE.Jp .~ 

PJM NilS EJ~n .. - AlMatt4 

Am PJM T11m ~l'!tiUI'nt"' E:Jp 
PRO'JISIONPJMNiTSM e. .. ,. 
Ml&e TraM~~W .. .On €.1-p&Mft 

Re~l'·.-...ooe~d 

Tr1Mmlaalon Op El<p 
Ope~ SYPUIIIJetf! & £";Jnte(mg 

lolld OiaJ*tCh'l1g 

StdottE.t~n 

Ovei't'l .. :tllflt EI:Pirl'\ft 

Ul'ldergro~,~nd Ur.. £11Pf'ntCI 
SfiHt IJCihtng £ Slgnlf Sltt (_ 

M1!4et Ellpel'llet 

C~crner fftl~•l::et,.. &p 
Mcs«boto~.~t Oil tr!b.lbon Exp 

Rentt ~ N~n~·~ 

Aonb · .... OC>f\011 
Dl~bUUon Op Eap 

SoJperv\41on • Cuslomer Nc.s 

Mete, A••~o EtlJIMtl6 
Meier RnOflg •ReQUUr 
Mete' Rudol'g •l..alce Powar 
Readoln & 'Rtld.tlvt Mf(en. 

c .... t A:ecotltl I CO'Itdet!' E•P 

Kentucky POWIIr 
lnt CoNiol 

GLSIOUI 
Ar:IUII 

'fl1) Feb 2014 

(234,602) 
385.2•2 
819,959 

1<1,258 
18091 

2.437,108 

23,482,U7 
U,!33,2H 

623,260 
21 ,000 

406,724 
93,520 

1,508.099 
11 ,495 

f77649) 
(1.427) 

53 
2,515,07( 

78,599 
284,023 

1,654 
109,586 
165,303 
Ut,1M 
163,.642 

1,963 
129, 184 
95,895 

145,028 
14.325 
30,929 
44,783 
39.726 
19,575 
43 719 

0 
645,394 

11.871 
608,967 

32,141 
(62.726) 

229.217 
0 

2,184,132 
112,371 

9.9 
30,754 

133,572 
12035 
12,864 

105,329 
22,251 

726,551 
228.926 
13,304 

1,!11,t07 
44,975 

4,Q80 
59385 

7,390 
10813 
52254 

Page• 

Kentucky POWIIr Kentucky POWIIr Kentucky POWIIr 
Company. Co1119eny. Genen.Uon Coii191DY· 
Dla1rlbUUon Tr~na1!1111lon 

1f0 117 110 
Ar:IUII Actull Actual 

'fl1) Feb 201. 'fl1) Feb 2014 YTDFeb201• 

0 (234,602) 0 
0 385,242 0 
0 819,959 0 
0 14,2.58 0 
0 18,091 0 

2 ,437,101 

11,401,011 13,412,U7 
34,101,HI 41,722,011 15,731,UI 

0 623.260 0 
0 :l1 ,000 0 
0 406,724 0 
0 93520 0 
0 1,508.099 0 
0 11A9S 0 
0 (77,64~) 0 
0 (1,427) 0 
0 53 0 

2,585,075 

8 78.330 261 
1283) 284.016 290 

1,654 0 0 
0 109.,586 0 
0 165,303 0 

1,~71 137,:U. 551 
131 625 163 087 

0 0 1,963 
29 48 129. 107 

0 95,895 0 
0 145028 0 

1.301 1712 11.253 
0 30,929 0 
0 44 783 0 
0 0 39.726 
0 0 19 575 
0 43,719 0 

6,630,454 0 0 
0 645,394 0 
0 11871 0 
0 608.967 0 
0 32,141 0 
0 162.726) 0 

2.124 2301 215 792 
0 0 105,370 

1,134,03S 1,100,741 115,171 
110,630 716 1,025 

398 0 551 
25852 0 ~.902 

133.572 0 0 
12.035 0 0 
12,864 0 0 

105,101 2 226 
22.251 0 0 

720.820 911 5021 
228,926 0 0 

13,304 0 0 
1,385,154 1,&28 11.725 

44,975 0 0 
4600 59 21 

59,385 0 0 
7,390 0 0 

10,813 0 0 
50.92.4 2-16 1,084 
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PageS 

INCOME STATEMENT Kentue!ly Power KentuckY Power KentuckY Power Kelltuc!ly Power 
In! ConiiOI Compilny- Compony- Genorollon Company-

GLSI1111 Cl~on Tranamlealon 
YTDFel!:t014 GLSI011 110 117 110 
0311CV2014 15::18 A dull Actual A dull Actual 

._lltGU0011 
OCIUV20t.t-m-28 ,._..,ftt.G!,~CT.SEC 841 .. ,_,. Unlta~ RfGIONAk.._A..._CONS YlD Feb 1014 YTtl Feb 2014 YTtl Feb 2014 YTDFeb2014 

,9C)J0001 Customer 01detl A tnq\llnn 370.1147 370,706 1~1 0 
9030007 M1nu.M8i!hng 5,961 5,718 5 236 
90JOOOl POtt•.D• • C~o~stomtJ Bi'l• 122,561 122,561 0 0 
90lOOOC C.uhienno 16.105 15,453 325 327 
!030005 Collet'bon AotT'f• F·n-t-~ E:wp 4 ,947 4,947 0 0 
90l0006 &:1ecM & 0:~ Cchtt~o~ ~~ 105,861 105,857 3 1 
90JO<l07 COI1tc.'fCitl 82,133 82,133 0 0 
9030009 Celli Ptoena•no 26,806 26.806 0 0 
fiO.CllOO! Uneo" ~~ · Mete Rt~.wlr 2,116 (2,608) 4,725 0 
9050000 M!IC Cl.lltOI'I'Itl kcaVNS bet 2 ,531 2,531 0 0 
9070000 SU~ty~ • CuttOifl•t SerYit.e 22,596 22,598 ( 1) (11 
9010001 $.'Upef'VK_Q1 • OSM (71 (3) (2) (2) 
9080000 Cutt9nltu Au.lt.nea &l:lt.ntu 77.82.4 77.808 8 8 
90110001 DSM.Cw.tPm• A~r; Glp 862 862 0 0 
80110009 Cvtt Att:rat•n~ ~o • osM 1,106,380 1105,969 293 118 
901l0000 lniOtrntll:"" & '"W"ct Mvrn 10,520 3,139 5.,411 1.970 
9100000 MM Cust S'felinlormdoNI £& 1,424 875 446 102 

Culto-r S.rvlee mel lnfOtmllllon Op E.lp Z,UI,H5 z,1n,4n 11,851 '·'" 9t20000 Oemo~nhtng &. Sdino U p 2.692 2,69Z 0 0 
912000) Octno & S.iltn.v Qp • Alwt Oe\' (321) (321) 0 0 

Saln &pen ... 2,311 2,37'1 
Memo:IMurance (!240 !ZIO~ 301,120 107,1:12 151,1&0 40,131 

!1200000 Adml,.;a'IJ..We & Gtl\ Sil•nu 1,397,803 640.442 548,367 208,994 
9210001 Off SVJII '& b,D NontltOC:! .. td 202,530 123,797 45.332 33400 
•moooo Aom!l'lisl'I~He Ekp TlnU Ct (93,481) (93,481) (0) 0 
921000! Adm1n Ea,p Ttmf ro CnstJtton (81.042) (81.042) 0 0 
112~ .M.m1n &:o Tfm, to ABO (528 ) (528) 0 0 
YlJOOOl OU'tl!d~ S\tca EIT!pt NOI\6Uoc; 208,156 83,883 69,501 34.773 
!ll30ll0l AEPSC 8tued _., COet~l Co (26,428) (7.761) (12,6111 (6,056) 
112~0000 Ptop.rty IM'JJin« 17,733 27,513 18,061 32,159 
9250000 lnJurld and Damage$ 19 l ,437 139,869 43,064 8 ,504 
92$0001 Stttly·QMII' *'aAw-1dt 190 140 45 ~ 
11250002 El'rfp~ PNncon-Aoon Eip 1,157 897 206 54 
92.SOOCU lnj\lflnlo E'l""'oyen 105 0 105 0 
02.50008 WJ.r• Cmpmm Ptt&.S'f lnt Prv (29,593) (34,221) 3 ,885 744 
02S0001 Pttn,_ tf\lrln&Ptop O"'age·Pvb 96,608 36 96,544 28 
91.50010 f1g Be" Loactno • Workert Cornp (31 ,018) (27,101) (3,059) (857) 
9260000 E~Of•t PtMiont & 8entfi!S 864 864 0 0 
!1':!60001 [dtt&. Pt~f!l€mP P'tJb..SM•ne 2,.045 733 840 472 
11260002 Penuon &. Qoup IM Adntn 9 ,062 5,637 2,M1 584 
11260003 Pen~t-o~Ailll 702,349 369,612 287.421 45,316 
9160~ G!Oijp life lnsl.lfant• P1em111m1 25,417 10,401 13,366 1,709 
9150005 GrOUp Meeflctllm Pfem.ums 790,133 436,840 278.718 72,575 
9160006 P-&,-- 1 0 0 1 
9260007 GrOIJp ll T l)aabil;ty .,. Ptetn 2 466 1,397 860 211 
9760009 Group Pe11ta! tnsu'AM» Prem 42.317 24,241 14,755 3.321 
9260010 Tll&lr'I!I'IO Adfr\IMtfa'IIOfl Exp 33 16 16 2 
921!10012 EmPotee AC'IMhf. 326 103 130 93 
'92150014 Edl.otlon.al Asa;ltanc: .. Pmts 450 450 0 0 
9200D'21 PoslteCW•mtc\l 811Mflts OPES (548,456) (289,6112) (218.334) (40.520) 
92000Z7 Stvlrtlr' Pllrt Coofrt'l)uDJOf!s 313,888 137,733 160,690 15,465 
92500l7 StJPSiemental PtMH)n 505 505 0 0 
9250040 Sf A,S 112 Pcotom,..,..,.., S.••f 8,485 0 8,485 0 
9:1E0050 Frg 'Btn l 'oe®\g ~PensiOn (148,409) (115,095) (26,648) (6,666) 
9:1!0051 F!g:Benlo~ .. Giplnt (215,564) (171 .3741 (31 ,522) (12.666) 
9260052 Frg Ben Lo'tdlng • Sl'llf\911 (93,551} (57,988) (30,230) (5,333) 
fnfiOOSJ "FIG Ben to:a6ng · OPES 56',827 42,555 10,576 3,695 
-$ JnttrcoFMQe()fJ'I41r OoJ,' UN (213,073) (53,770) (137.404) (21 ,899) 
9)jl()QS1 Posu., 8~ Me4~1t SUbtJCtr 119.214 42.507 41,936 4,771 
~8 F'O 84.1' loacit!"g ·~AI (53.358) (27,848) (25.087) (423) 
92rolle0 Amort-Po11 Re\lteJmeru &nefit 36, 103 21 .597 11866 2 ,639 
!1'27000C ffl~• Rcq,.•lrmcnb 23,293 23,293 0 0 
9:280000 f;l!gU!ttary CDm"-t.lD'I EJ,P (69) (10) (52) (7) 
92eooot Regulltoty Commts:t~Gn EJp..~dm 27 12 7 9 
928000'2 R~lalcJ'Y Comm$.s»On EJ:p-Cne: 13.024 1.634 9 ,9!5 1.275 
11301000 Gt-Mral ""Ne~no E.:ptntn 848 298 362 187 
930t00' Ntow~papet" AI:Ne'b"'~G SJJKe 85 lO 36 19 
910!002 Rt~cto Stncn ~fi'WnO T~mt 10 4 2 
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Page& 

INCOME STATEMENT Kenl\lckyP-r Kentucky P- r Kentucky P-r Kentuci!Y P-r 
tntco.,.of Company - Company- Generation Compoll}' -

GLSI011 DlllrCblltion nanomlooton 
Y11> Fob 2014 GLSI011 1t0 117 flO 
D3/1tr.l'01-4 1S' l9 Actual .Actuol Actuot Actuot 

~OI.BICHI 

0118 V201"-'l2·21 Aocount: ~cr:r.~c B••a-. Unlllt: AEGIOHAI......A.....COHS Ylll Fob 2014 Y11> Fob 2014 Ylll "-b 201' Y11> Fob 2014 

9301010 PubUoty 1.617 569 691 357 
9101012 Pu~tt QP!n:on .su~..,. 68? 687 0 0 
9"30101S Olht., Cotpot•l• COMM Q'p V08 2,519 124 s• 
Dla:!OOO Mltc Ge!'leral. &oenscs 77.734 28,273 29.193 20.268 
93D:!003 CorpotMt & Fltel) E.lpenus 15,6~ 2 30• 13,364 27 
93D:!OC>< ReMI!ch, O....etqp&.Oemol'%ttt E.l,p 661 659 0 1 
9)10001 ~ntt "'Rut PtODettv 15,271 15,271 0 0 
9310002 Rent1 Per.Ontl Ptopeny 37.717 23.593 12.191 1.934 

Admtntllnllon & Genorot 2.111,073 1,263,211 1 ,251,SU US,Z30 
4111'005" Acanon &oe.m• 159,372 0 159,372 0 

Acenttton u e,3n 1 58,37% 
4116000 Gt.n F·tOffl 011pos:fton ot P\af!t (670) (670) 0 0 

L.ooi/IGoln) on Utility Plant 1170) IUO) 
9il02006 N.oe ~ Dev Maftftala Sd4 18,876 18,876 0 0 
9302007 .-,IIOC: SW""' Oe.eOI)mf'nl E:ip 14,584 9.975 43 •.565 

A .. oclelod lklslneA Develop,.nt E.spensea n,ut %1,151 4l 4,H5 
Geln on Dltpooltlon of Property 
L.oaa on Dltpooltlon of Property 

L.oaafGoln) or Sole of Property 

1 265009 r~ed Cltll AIR EAP ... AM 16 1,059 161,059 0 0 
120~010 Fact Cta1 AJR•81d0ebls.AIQI 361,108 361,108 0 0 

Opr Ellp ond Factored AIR 5%2,151 5%2,115 
WoterHHiero 

msooo Soall & SeNe. c•uc. oun 9 ,135 2.896 4,417 1.821 
Ellpi Me of Non-Ullllty Oparatlon 1,135 2,1H 4,417 1,1%1 

1210009 Mite: N.on-Op E.wo• t-M110' 2 ,857 ~4 2,292 221 
M .. c NonOp Elpenon - NonAu oc 2,157 344 2,2t2 221 

~2&1000 OoM~OM 100,137 42,806 52,412 4,919 
Donotton Contribution. 100,1!7 42,101 12,A12 4,11' 
Provtoton ror ....... lllu 

~20111011 Ctvl'C &Pom.c..IAc:tlvh!n 50,751 19,088 20,223 11.«0 
Ctvte & Polltlc:ol ActMIIH , 0,751 1t,OII 20,223 11.440 

·= ~~ OtdUdloM • Nof\IUJOC 18 7 7 4 
42051lll Ol'lili M.wo-• Tri~Coats 4,107 0 4,107 0 

OU.r Ooductlono 
Shut~ C011t Compeny Ellpen .. o 

4,125 7 4,U4 4 

All Oilier OperolloMIIEipenooa l lt,171 517,307 13,458 1 .. 405 
Operollonol Ell pen••• 1Z,741,71t 12,015,5&0 1,337,7C7 1,1N ,2U 

5100000 N!alftl. Sup, & ~!'ltef'ltWI 631,962 0 631,962 0 
5l10000 MJ'nt•t\lnoe ol Suutturn 407,044 0 407 044 0 
5120000 M..,..."•~ Gf 8o;.let """'"' 1.896,821 0 1.896,821 0 
SllOOOO M~n•nc.• Gl SK1r1t r:\ant 568.,918 0 568,918 0 
SIAOOOO Ma&n .. nlfl(lt d M..-t" Sftl.-n Pll 253,882 0 253.882 0 

Sturn Generation Motnllnlllce 3,751,tZ7 3,751,C17 
Nuclear Generation Mat-nee 
Hydro G- ratton Mll"'-nc• 
other GeMrallon Mtlnllnonce 

5680000 Mail'll SVpt & El'lg.n~n~ 12.480 0 16 12..464 
56!l0000 ~"'"''"1\C'e et1 Struc:CUtet 338 0 0 338 
56g1000 MaiM ot Comp.lltr H.1rdw»re 3,806 33 26 3,7A8 
5092000 ,_,.nl ol CCHI'Ipwet:t Soflw.fe 54,917 490 0 54,. 2ti 
569l000 M-nl ol Communtc:a'OII'I Eqvtp 4,807 0 0 4,807 
5700000 Ma1nt 01 S!A\Ion E~i)l'fttr.t 173,392 18.062 0 155.331 
snoooo Ma.ot\en•nc• ot Ove•n••d Uftu 238,298 68 0 238 230 
57:10000 Mt~nt of \Jndefgfound Unn. 181 0 0 181 
5730000 MMnt of Mtac TH•mt&!On Pn. 63,749 0 0 63.749 

Tranomto.aton Molnton•nce 651,117 1 1,1113 4% 5U,172 
5900000 Mafnt SIIPit & EIIQII"'Hm'IO 589 538 (1) 51 
59\0000 M11+nlen.1~ of StNru.rn 3,003 2.294 a 709 
S9~0 M•"" o1 ~~Qf' f qu f)mtnt 127.791 111,707 ~:! 16,042 
59100110 Mllntenlt'lt't of O¥tmead u"'" 5,894,514 5.890,. 73 2,981 1,06\ 
5930001 Ttte '"4 Bru,;n COI'IIof ~.605 54.605 0 0 
s~ Met~ Ovt-UMs S~l'!\ E)p.QvUI'Id 1.601 1,601 0 0 
S9l00l0 Slann E.Jc-n•• Aln":lfta'llton 783,074 783,074 0 0 
59<0000 Mlllll\1 Of U"CieiQIOII'I<I Ll~s 15,030 1~,030 0 0 
5050000 M~l of Lnt trf'll RQII\ori&Ovt 11,631 11,631 0 0 
5960000 Mton1ofSl!1L-Q I ~•s 10,599 10,599 0 0 
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American Electri~: Power 
Paqa7 

INCOME STATEMENT Kentuelty P- Kentuelty P- Kentucky Power Kentucky Power 
lntConaol Company. Company · Generation Company-

GI..SI011 Dlalr'ibutlon Trll\lml .. ton 
YTDFell2014 GLSI011 110 117 110 
0)1;012014 1S"ll Actual Actual Actual Actual 

~G'--11 

088V?QIA..Q2.28 Aamunt: 2!;a.ACCT -lf.C Bu...,... U,..._1 REGIONAL A CON! YTD Fell2014 YTDFell2014 YTD Fell2014 YTDFell 2014 

5910000 Mllnt•ntnu a4 M_.va 13669 12,595 0 1,075 
Y.JOOOOCI M .. f'lt or Ml't OtttntMJCitl PI\ 36,755 36,633 0 122 

DIW1butlon MalnteNnce &,tU,OI2 &,130,110 3,022 11,010 
9350001 M: .. nl of $1r\ld'Urtt Owned 27.3!13 26680 (1 t7) 830 
9l50Cl02 M•nt ol Struct~.~tU • Letud 7,326 7.322 (01 4 
9l5000l Ma.ntofPtP1Y HaldFtuft Ute 157 ~ 154 I 
9350013 ..-.. m of tmrrrne.Man Eq·Untll 101,568 68.176 13.392 0 
9350015 Mall'ltoforfletFUrt'IIO.If61 Eq 147,617 85,516 62 ,101 0 
IJ3SOD1Q M•ntofGen flilef!t·SCAOA Equ 30 28 2 0 
9JS002f Mou• ol OAoAMI O..,.,m Eouoo 8 8 0 0 

Admlnl.mlfon & Gen ... l M-nance 214,0tt 207,732 11,532 13$ 
All O!Mr Maintenance Expe,.... 

Maintenance Eq>enan 11,547,754 7,1&7,3&& 3,137,223 &53,167 
Total Operational and Mllnlanance EapenHa 24,21t,47C 11,172,12$ 10,17.4,180 1,117,3U 

-· "'"""off'lonl 559,226 247,504 217.727 93.995 
4060001 Amon or Pit Ac:q Adj 6,4·36 0 0 6436 

DDA Amortization 55&,1&2 247,&0C 217,727 100,01 
407:JDCO ROO"I.,•ryo- 48,181 0 0 48.181 

DDA Roogulatory Debita Cl,181 Cl,111 
DDA Regulatory era-

Amoltlzatlon 113,10 247,50C 217,721 148,113 

~· Otp~.O;atan Eap 14.728.539 4,185,054 9,122,400 1,421 ,084 
DDA Depracl1t1on 14,728,131 4,115,054 1,122,400 1,C21,014 
DDA $TP NuclearDeco!MIIsa1onlng 

«<JIQ01 Oetw ... A.N.l Retlteme-.t Ot:t.g 269,327 0 269,327 D 
DDA AIHI Retirement Obligation 211,327 2",327 
DDA Roomova1 Coabl 

Depradltlon 14,917,155 4 ,115,054 s,n1,727 1,421,014 
Deprac!aUon and Amorll.tallon 15,111,701 4,c32,6SI 1,10t,C54 1,61t,lt7 

FranchiHTI .. I 
40&100&13 State Gfo.t R•~ Ta• (5,942) (5.943) 0 
41)810061.4 Stl;1a Grou Rec:.pb T• • 10,000 0 10,000 0 

RIYin\JH!WIIt Toea 4 ,011 1 4,011 
• OS1D01 FICA 722,497 307,389 380,880 34,228 
4081003 Fedtul Uft•~ovm•J\1 Ta• 17.713 7,633 9.195 884 
•0&1001 S~• Vn...,.P'.:YmtM T•• 56,660 19,097 35347 2,216 
•oat an ~fti'IQe Bentfll l oedlnQ • ACA. (H1.262) (106,125) (55,137) (10001) 
<40&10].4 Frm011 Btntfil Load!nu • ~UT (909) (692) (155) (61) 
4.08103S ,:-nnge B•ntf•IL.btdong SUT (,1,933) (1 ,499) (311) (122) 

Payroll TOll 122,711 U&,IM 3U,I20 27,10 
40!11Ul01• Sl1te 8UIA'Ieu ~ Ta:" 662,095 0 662,095 0 

C.paclty Ta~aa IU,OU 112,015 
401100510 Real Pe1son•l Pfopt!fY T ••e-. 131 131 0 0 
4011t0051~ Rul Pe110Nf P1cperty t .. a 476,666 0 476,666 0 
•otiOOS1l Re-' Plf~· f:'tooerty TIJH 1 70S,340 996,874 150,486 555,980 
40ti1021Ha RNI•Pett Ptop lai.C¥ l•tus 1,042 792 68 182 
40li1Q29U f4ut·Pera P1cp T -.C .. \..e:bU 3,582 2,704 208 670 
4GII03613 R••Ptc.pTit..C..pluau (1 ,473} (1 473) 0 0 
401JHl361+ AtafPJopi•..Capl-.t•e.s 4,250 4 ,250 0 0 
AOS20CS13 qe., Persol"'t1 P toperty Tttts 9,434 1.612 0 7 ,822 

p,..partyTun 2,1H,S7Z 1,001,111 121,421 &M,554 
408101613 .StP\It:IIS~ttV~T-..F"" 157,707 157,707 0 0 

Regulatory Fill 1 11,707 111,707 
P"'ductlon Tuea 

40&101900 S"'"o S.':e and UM Trn.• 5,900 2,500 3.300 100 
•OB10191J 5\lte sa». •l'ld V.t Tnu 1,295 1,295 0 0 
.&01101911 Sllt.eS~C$ l nd VM r • ._ ... 2,211 2.211 0 0 

Mla<:allaneoue Toea 1,401 1,001 3,300 100 
O!Mr NaiHncome Tun 8,405 1,005 3,300 100 

Toea Other Than Income Ta•" 3,115,004 1~!11~7 ,, ... ,700 511,117 
TOTAL OP£RA llHG EXf'EHSES 43,&!!,117 25,001,110 2t 14611tcc 3,131,117 

~o SEC Tala/ Or>elllil!g Eltpen•s 110,717,171 1 01,4Qt ,tl& U,l 12,1lZ J18li,S17 

OPERAnNG INCOME 41,,17,111 e,aoe.,an 20,!7011TC u,nt,5ao 

rJCN·OPERATHIG HJCQ~,\E I tEXPErJSESi 
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American Electric Power 

GLSI011 
YTDFeb2014 
0111012014 1530 

.- t90002 

~1900().1 

4 190005 

4710006 

~2100l2 

4300003 

4310007 

4281004 

OtOO(n 

.. 3 10002 

4101001 

,4102001 

411100t 

INCOME STATEMENT 

l.iWOUt: GLSIDtl 

_A.coounl: GLACCT ,~E.C tlu..,._. Unb1 Afc»D5,~COHS 

trw & o..,.dfnd 11\C Non.• •oe 

lntefe.t 1o Dfvlclond NonAmllated 
IMflf'SI ri'IC' • Auoc- Non CliP 

t"'euss 1~1"• Auce C8P 

lnterwn & Dlvltlllnd Amllaled 
Totallnlarwat 1o Dividend Income 

Clll')'WtOCNrges 

lnleNel lo Dlvltlllnd Cerrylng Charge 

Memo. Toto/Interest & Dividend Income wl Canying 

AFUDC 
Gain on Olapoolllon of Equity lnveotment. 

lnternt L TO FMil 
lnletut LTD IPC 

IMotftl &:p Ntt~e Non.CBP 

lntetea L TO Noln Pl\yeble • Amtlllacl 
lnteten LTD N- Payable • NonAmltated 
lntetea LTD Deben111nto 

in\ on lTO · Stl'\ Untoe Nolls 
lntorea LTD Senior Unoecured 

PCR8 I:D!.eietl EliP.NtOC 

lnter.ot LTD Other· Ami 
tnton UO-OI:tlat l TO 

lntereel LTD Other- NonAIIII 
lntere.t o n L.ono·Tenn Debt 

·tf'lt kt AMce Co COP 
lnt.rwn STD. Aml 

lJMol Of Cr--

lntereel STD • NonA.ml 
lnternt on Sllort Tenn Debt 

Amtr£ Osa'li&bp.S" Un,ue No!• 

Amort of Debt Dloc. Pmn & EliP 
Am'tll.Jiu Ac::ql.lied O.t:t-Otlnt 

Amort La" on Reacq uiNd De.bl 
Amort Geln on R .. cquiNd Debt 
~her lntareel • Fuel Recovery 

O!f\olt lnlelnt ~~Me 

ll"lie1n1 Dt\ CuttomtJ O.paus 

Olher lntaNII • NonAIIII 
Other ln .. Nat &pMn • Am1 
lnleteel Rate Hedga UnNaiiZIId (Geln)lloea 

MwBri'Wid F'nO.IJt• d OMU.CT 
AFUDC-IIonow~d Funcllo 

Totalln1ernt Ch!IJI!I 
INCOME BEFORE INCOME TAXES and EQUilY EARHINGS 

INCO'~E TAXES and EQUITY EAR•JtNGS 
Income rues, VOI~FeOtt-.1 

'"' ru. ~"' tnd.OttJ.Hdtt lli 
Fedll"lii Curren! Income Tu 

PrOOf~ Iff U:JI Op ln:.~ed 

ProvO.t 'tfD!f\I&D · ~.ral 

Prv Od IIT~Ct \.IV Op tn~C'd 

Federal Dere mod tnco'"" Tu 
lTC Adjl1 lAAty 0ott" F..O 

F•da,.jtnveatment Tax CNdlta 
Fedenl lnco'"" Tax .. 

intOtM Tu:ttt UOl· State 
,l ,.t-liJI ~tncO.ct·StAIIe 

Stata CUfY'Iflt Income T•• 
PN 0.1 IIT~Ct WOD!no.st.r.• 

S- Defemod Income Tu 
Sta .. lnvelllr!llnl T .. CNdlta 

Sta .. lncome'Ta••• 
Local CUmonllncome Tu 
Local Defllrrwd Income Tax 
Locallnvealmlnl Tax Credlla 

Kentucky Power 
lniConeol 

GLSI018 
Actual 

YTD Feb 2.014 

3,609 

S,IOt 
2 ,137 
8,70~ 

10,1Jt 
14,441 
11 ,088 
11,011 

25.1~ 

916,275 
tfl,275 

175,000 
175,000 

5 .666,451 
5,188,451 

2 .137 
2,137 

472.569 
472.111 

1,311,151 
2.299 
2,2H 

129,148 
121,148 
1)1,447 
78.531 
71,5!1 

5.608 
5,101 

1 462 
3.766 
5,221 

(517.870) 
(517,870) 

1,011,101 
31,1tl,l2.0 

10,715,595 
(124 452) 

10,511,143 
7.337,679 

89,143 
(6 296,481) 
1,130,341 

(16.007) 
(11,007) 

11,705.Cn 
1,901 ,238 

(21,601) 
1,171,Cl7 
1101.920) 
(101,tZO) 

1,m,111 

Page& 

KenlvckyP- Kentucky P"""'t KenhlclryPowwr 
Company- Co~ny·Ge~Uon Company-
Otetrtbutlon Tnlnamloolon 

110 117 110 
Actual Actual Acllllll 

YTD Feb 2.014 YTDFeb2014 YTDFeb2014 

3,580 29 0 
3,510 2t 
2,137 0 0 
l .ql (25,942) 33,523 
3,251 (2S,M2) ll,523 ... ,. (2S,t13) 23,523 

0 0 1 1,088 
11,08t 

1,131 (2S,SU) 44,111 

83,672 560,911 251 ,692 
13,172 510,811 251,U2 

69'..561 51,482 53,958 .... ., 51,.482 "·"' 
2,252,358 1.666.957 1,747.137 
2,252,351 1,188,157 1,747,137 

2.137 0 0 
2,131 

479,167 (6,597) 0 
471,117 (1,117) 

2,10l,U% 1,711,141 1,101,015 
(219) 32.059 (29,541) 
(211) 32,019 (2t,541) 

55.960 61 ,509 11,679 
65,810 lt,SIII 11,17t 
51,741 131H7 (17,152) 
31.215 23,102 24.213 
31,215 23,102 24,213 

2,!&35 1,316 U$7 
2,435 1,31& 1,117 

0 35 1,427 
3,76ti 0 0 
3,756 u 1,427 

(46,711) (330,1)44) (140,516) 
(48,711) (330,144) (140,611) 

2,14t,Ut 1,4tt,211 1,170,214 
7,047,517 11,325,154 1 0,525,SSII 

2 ,967,876 4.789,880 2 ,957.840 
(72, 830) (47 .343) (4.280) 

2,195,041 4,742,53& 2,15),150 
475,619 6.257.544 604.517 

62,542 14903 11 ,698 
(1,270,107) (4 799.189) (227,1116) 

ll'31;MI) 1,473,251 31t,02t 
(2,520) (3,852) (9,635) 
(2,1.20) (3,151) (t,835) 

2,110,510 1,211,Ml 3,332,t55 
.27.22. 960,1~ 513 880 
(12,641) (8.217) (743) 
414,513 151,137 513,117 

0 (101 ,920) 0 
(101,t20) 

414,513 110,017 513,117 
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American Electric Power 
P11Qe9 

INCOME STATEMENT Kentucky P-r Kentucky P-r Kentucky P-r Kentucky P-r 
lntCOI\Iol Company. Company • Generollon Company-

GUI101S Dlolrlllutlon Tro,.mllllon 
YTlHob2014 GL$8011 110 117 180 
Ol/101201. 15:31 Actual Actual Actual Actual 

...._.,OLNOII 
008 V2014-Q2.21 Aca:H.tl'd:.Sa.ACCT KC 8u11Mu Unb: REGtON.AL.A._CONS Ylt) Feb 21114 Ylt) Feb 2014 vm Feb 2014 YlT) Feb 2014 

LOCIIIIncome Tun 
Foreran Currol'lllnco,.. Taa 
Foreign Oef..,..d l~ttome r .. 
Fol'lllgn lnvulmllnt Tu Crodlta 

Fol'lllgn Income T•••• 
Total Income Tlxee 13,413,1M 2,f71,1Sl 7,0&1,Ut 3,141,072 
E u Eamln ofSulla 
INCOME AFTER INCOME TAXES end EQUITY EARNINGS 41CIH ttl lfTt 

HoUI6 '17tf71 
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AMERICAN ELECTRIC POWER COMPANY Poo• 10 

BALANCE SHEET Kentueky Power Kentucky Power Kentucky Power Kentucky Power 
GLS8216 lntConsol Company. Compan~ • Gen11ratlon Compan~-
YlDFeb2014 GLS8216 110 117 180 
Oll11120t4 1~'1S 

""'- : Ola>ll 

098 V2014-42-. ~ GL_ACCT_I£C -UNI:Rl<IICINAI...."-.CI>NS YlDFeb2014 YT0Feb2014 YlDFeb20~4 YlDFeb2014 

~SSETS 

Caih and Cuh Equlvalenw 423,882 423,882 0 0 
Other Cash Deposits 0 0 0 0 

Customers 25,'!97,465 12.116,958 12.497,104 883,403 
.Accrued Unbilled Revenues F . 1:!9,9.48) t7,129 946) 0 0 
Mlsa!llaneoLis Accounts Receivable 32,573,459 7,450,959 7$,285,435 8,212.499 
Allowances for Uncollectible Accounts !66 581\ £74 .9531 111,6281 0 

Aceounts Receivable 60,854,398 12,363,017 87,770,912 9,095,901 
Advanc:es to Amllates 0 0 0 0 
Fuel, Materials and Supplies 94,697,620 2,471,406 91,339,814 88t,402 
Risk Management Contracts· Cum nt 4,691,891 (7,257) 4,599,154 0 
Margfn Daposlw 1,967,967 32,420 1,935,547 0 
Unnteovered Fuel • Cumnt 5,660,616 0 5,660,61& 0 
Other Cumnt Regulatory Assets 0 0 0 0 
Pntl!!)!ments and Other Cumnt Assets 3,225,779 2,794,886 334,1164 9&,038 

TOTAL CURRE.NT ASSETS 181,422.,167 18,078,354 191,640,896 10,078,341 

Elec;trtc Production 1 ,059,605,944 740,748,427 1,491,072,1ot 607,072,840 
Elec;trtc Transmission 510,896,781 0 0 0 
Electric: Dlstt1bu11on 691,709,132 0 0 0 
General Property, Plant and Equipment 477,410,965 199,571 4,189,386 1,180,479 
Constnlc:tlon Wortc-ln-Progrns 135,291,108 14,232,273 85,070,414 35,98'8,421 

TOTAL PROPERTY, PLANT and EQUIPMENT 2,879,713,920 755,180,271 1,580,311,909 544,221,740 
less: Ac:cumulllted DeJ!ntc:latlon and Amontzatlon j95S,403,674l {234,058,0761 !554,071,655} (167,213,9441 

NET PROPERTY, PLANT and EQUIPMENT 1,924,310,245 521,122,196 1,028,240,254 376,947,795 
Net Regulatory Assets 215,450,098 103,516,057 56,327,294 65,607,747 
Securitized Transition Assets and Other 0 0 0 0 
Spent Nuclear Fuel and Decommissioning Trusts 0 0 Q 0 
Investments In Power and Dfstt1butlo!l Projecta 0 0 0 0 
Goodwill 0 0 0 0 
Long-Tenn Risk Management Assets 3,173,940 0 3,173,940 0 
Employ" Benefits and Pension Auets 14,201,025 5,375,808 11,218,881 611,337 
Oth.er Non Cumnt Assets 16,436,094 6,517,283 6,526,023 3,3!12,789 

TOTAL OTHER NON-CURRENT ASSETS 249,266,157 115,408,148 74,246,137 59,611,872 

TOTAL ASSETS 2,334,998,559 654,608,197 1,2921127,288 446,638,009 

L•~B I L T•ES 
Ac:counts Payable 77,087,633 18,308,1107 65,845,715 3,308,545 
Advanc:es from AmUates 33,750,577 (12.408,243) 171,788,167 (, 25,627 ,348) 
Short-Term Debt 0 0 0 0 
Other Cumnt Regulatory Liabilities 0 0 0 0 
Long-Term Debt Due Within One Year Non-Amttated 0 0 0 0 
Long-Term Debt Due Within One Year - Amllated 0 0 0 0 
Risk Management Uabllltles 966,638 0 968,638 0 
Accrued Taxes 22,687,123 8,655,533 3,554,1011 10,451,484 
Memo: Property Taxes 13,808,462 6,247,334 3,671,765 3,889,363 
Accrued lntatnt 12,448,391 4,936,494 3,695,792 3,816,105 

Rf5k Management CoHateral 709,898 12.820 697,078 0 
uthlty Customer Deposits 24,582,145 24,682,145 0 0 

Deposits ·Customer and Colla teral 25,292,043 24,594,985 897,078 0 
OVer-Recovered Fuel Costs - Cu'"'nt 0 0 0 0 

Dividends Dedared 0 0 0 0 
Preferred Stock due W/IN 1 Yr 0 0 0 0 
Obligations under Capital Leases - Current 1,022.209 496,020 380,778 145.412 

Tax Colledlons Payable 2,692,002 2,580,074 105,513 6,415 
Revenue Refunds · Acaued 1,378,946 0 259.$50 1,119,596 
Ac:aued Rents - Rockport 0 0 0 0 
Acaued - Payroll 1,664.204 596,954 989,303 77,947. 
Accrued Rents 11'11 lr71 0 0 
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AMERICAN ELECTRIC POWER COMPANY p~~·~ 

BALANCE SHEET Ken!Ucky Power Kentucky Power Kentucky Power Kenluc~y Power 
GLSI216 lntConsol Compeny. Comp1ny ·Generation Company· 
VTDFeb2014 .GLS9216 110 117 180 
Oli\ tf10I4 14 15 

._: 01.812 .. 

098 V2014-02· - Gl_ACCT_4EC -UIIII:R£010~COIII YTDFeb2014 VTDFeb2014 VTDFeb 2014 VTDFeb2014 

Accrued ICP 4,192,558 2,355,147 1.419,263 418,149 
Accrued VacaUons 5.630.289 2.172.112 3,199,638 258,538 
Mise Employee. Benems 1.092,373 433,127 652,902 6,345 
Payroll Deductions 225,808 99,824 111,709 14,274 
Severance I SEI 0 0 0 0 
Accrued Worlcers Compensation 71'7,445 321 .461 356,528 39,456 

2530022 Cus101110r Advance ReceiPts 1,165,457 1,!65,457 0 0 

Customer Advance 1,165,457 1,165,457 0 0 
Control Cash Disbursement Accounl 702.336 702,336 0 0 
JMG llablllty 0 0 0 0 

2420057 Engage lo Goto lnce<>tkle 11(·• (lSt 0 0 
2420011l! Eoon Dovelopntont Fund CUr( 233,000 0 233,000 0 
2420512 Undalmed Funck 4,133 c ,t33 0 0 
2420542 Ace C..o!> Franclllse Req 83,669 83,669 0 0 
242059214 Sales: Use Tal( · Lease EqutP 2,067 1,499 •11 157 
2420643 Accrued Alidt.! f~>M 84,018 20,662 50,393 12,963 
2420656 Fedo"'l Mitlgatlon Atxru (NSR) 550,326 0 550,328 0 
24206&4 ST Stale M·~~auon Del (NSR) 246,141 0 2•6.i41 0 
2530050 Oefemtd Rev ·Po1e Attachment! 118,767 118,767 0 0 
2530112 Other Oefi!ITOd Crodlls·CUn' 262.276 40,660 221,&W 0 

Mise cu~rrent and Accrued Uabllitles 1,588,380 269,373 1,305,887 13,120 
Cwrent other and Accrued liabilities 21,049,711 10,695,848 8,400,094 1,953,140 

other Current Uabllltln 22 071 991 11191 867 8 780 872 2 099 251 
TOTAL CURRENT LIABILITIES 194,214,396 103,2~9,423 255,326,369 (105,945,962) 

Long-Term Debt.Amllated 20,0.00,000 7,949,800 5,883,600 6,166,600 
Long-Term Debt • Non Affiliated 730,000,000 210,669,700 355,915,400 163,414,900 
Long-Term Debt- Premiums and Discounts Onamort (683,530) (231,950) (171,66$) (179,922) 

Memo- L TO NonAffiliated and Pl8m/ums 729,416,483 210,437,750 .355, 743,735 163.234,978 
Long· Tenn Risk Management Uabilllles • Hedge 0 0 0 0 

1«0002 L T Uni1Jolloues • Non Aflil 2,014,046 0 2,014,048 0 
1440022 VT uoblljty MTM Collato~ ·~1661 0 (487601 0 

Long. Tenn Risk Management Uabililies • MTM 1,967,271 0 1,967,278 0 
Long-Term Risk Menagemenl Uabllltln 1,987,278 0 1,967,278 0 
Deferred Income Taxes 557,315,131 187,570,244 271,537,900 118,206,987 
Deferred Investment Tu Credits 109,740 21,645 33,978 54,120 
Regulatory Uabllltles and Defel'l"lld Credits 24,892,9115 ~1,033,876) 62,345,998 (6,419,1261 

Memo- Reg Uab end Def lTC 25,002,736 (3f 012,231,1 62,379,974 {6.365,007j 
Asset Retirement Obligation 20,561,650 61,529 20,500,121 0 
Nuclear Decommlnlonlng 0 0 0 0 
EmployH Banents and Pension Obligations 8,277,484 9,973,661 tz.m,3oZI 425,125 
Trust Preferred Securities 0 0 0 0 
Cumulative Praferr.d Stocks of Subs • Mandatory Recta 0 0 0 0 

Obllg811ons Under Capital Leases 3,321.300 1,320,505 1,519,686 481,109 
Oef Credits • lnccme Tax 679,196 360,765 275,890 42.~1 

2530114 Fedo~ Millg•tlon Oeferai(NSR) 1,110,644 0 1.110,644 0 

Def Credits • NSR 1,110,644 0 1,110.~ 0 
Customer Advances for Cons1ruction 111,674 111,674 0 0 
Oer Gain on Sale/Leasebaclt 0 0 0 0 
Deferred Gain on Sale and Leaseback· Roclt·port 0 0 0 0 
Dei' Gain on Disp of Utility Plant 0 0 0 0 

25::tJlDOO Ot~er Oefetre<J Cn>dlls 8,651 0 6,651 0 
2530067 IF'P • ISyslem Upg111de Credits U0,2&9 0 270,269 
2530092 Fbr Opt lns>ln Kind Sv,Dfd Gns 155,852 155,852 0 0 
2530137 Fbr Opt LM·Sold-Oeld Rev 100,91~ 0 0 100.91• 

Dei' Credits • Other .533,696 155,852 6,651 371.184 
Total Other Deferred Credits 645,360 26~.526 6,651 371,184 
Ac::c:umt.~laied Provlslons • Rate Refund 0 0 0 0 
Accumulated Provisions - Mlsc 932,000 0 932,000 0 

Other Non .Current Lllbllltles &,8811,499 1,9481796 ~.844,870 894,834 
TOTAL NON.CURREHT LIABILtnES 1,319,229,241 368,929,549 719, 7.,6, 175 282,563,517 
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AMERICAN ELECTRIC POWER COMPANY 
BALANCE SHEET 

GLS8218 
YTDFeb2014 
6ll11fl014 ,.!15 

099 V2014-02-
t..ayaut : QU.IZ11 

- G~_ACCf_.EC -.ollolt: IIIGIO~A_CGNII 

TOTAL LfA81LmES 
Cumulative Prer Stocks of Subs -Not s ubject Mand Rederr 
Minority Interest· Deferred Credits 

Common Stock 
Paid In Capital 
Premium on Capital Stock 
Retained Earnings 
Accumulated other Comprehensive ll'!come (Loss) 

TOTAL SHAREHOLDERS' EQUITY 
Memo: Total Equity 

TOTAL LIABIUTIES AND SHAREHOLDERS' EQUITY 

Kllf!tucky Po-r 
lntConsol 
GLS8216 

YTD Feb2014 

1,563,513,637 
0 
0 

50,450,000 
539,648,288 

0 
188,107,550 

(6,720,896) 
n1,4M.923 
n1,4B4,923 

2,334,998,560 

Palf"12 

Kentucky Power Kentucky Power Kentucky Power 
Company . Company· Generetlon Company-

110 117 110 

YTDFeb2014 YTOFeb2014 YTD Feb2014 

470,208,972 975,062,544 178,617,554 
0 0 0 
0 0 0 

22,404,049 10,217,603 17,758,348 
106,026,371 349,513,061 84,039,836 

0 0 0 
56,035,479 (36,215,403, 168,287,475 

(65,174) (6,590,517) (65,204) 
184,:199,725 317,064,743 270,020,455 
184,399;725 317,054,743 270,020,455 

654,601,697 1,292,127,281 446,638,009 
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AMERICAN ELECTRIC POWER COMPANY ~10 

BALANCE SHEET Kentucky Power Kentucky Power Kentucky Power Kentucky Power 
GLS8216 JntConsol Company- Company- Generation Company• 
YTD Feb 2013 GLS8216 110 117 180 
02125120 •• Dt,51 

""- : GUUII 
098 V2099-01-' -~.,!Ee -~ 111£QONOI..A.C01011 YTDFeb2013 YTDFeb2013 YTDAtb2013 YTDFeb2013 

Cuh and Cash Eqillitalenta 1,338,992 1,338,992 0 0 
Other Cash Depoalts 0 0 0 0 

Customers 18,482,34-4 13,2-44,139 4,410,776 827,429 
Accrued Unbllled Revenues 15.253,508) 15,253.508} 0 0 
Miscellaneous Accounts Receivable 6,159,654 3,863,610 54,818,996 8,494,935 
Allowances for Uncollectible Accoun15 !9,818! (9,818! 0 0 

Accoums Receivable 19,378,1173 11 ,844,424 59,229,771 9,322,364 
Ad'vances to Affiliates 0 0 0 0 
Fuel, Materials and Supplies 81,385,556 2,551,860 78,012,147 816,550 
Risk Management Contracts -Currant 5,411,965 19,7IUI 5,392,179 0 
Margin Deposits 1,836,777 34,896 1,101,1181 0 
Unrecovered Fuel- Currant 0 0 0 0 
other Currant Regulatoly Assets 0 0 0 D 
Pra!!!~enta and Other CurTent Assets 4,308,763 1,868,750 2,601,106 131,207 

TOTALCURRENTASSETS 113,860,726 17,483,707 141,937,785 10,277,120 

Electric Production 5110,383,894 708,650,256 561,097,330 495,121,.453 
Electric Ttanamlulon 490,771 ,562 0 0 0 
Electric Distribution 861,487,181 0 0 0 
General Property, Plant and Equipment 113,945,9111 199,571 4,370,046 1,129,887 
Construction Wortl-ln-Progress 41,175,740 12,989,536 1,990,994 28,215,211 

TOTAL PROPERTY, PLANT and EQUIPME.NT 1,817,744,283 719,1119,363 575,458,389 522,4611,551 
leu: Accumulated Del!raclatlon and Amortization j60.916771017l !219,193,7371 '228,211 ,17 .. ! {162,272,1061 

NET PROPERTY, PLANT and EQUIPMENT 1,2011,067,285 500,625,628 347,247,195 360,194,444 
Net Regulatory Assets 212,733,836 122,142,511 34,800,194 55,991,131 
Securitized Transition Assets and other 0 0 0 0 
Spent Nuclear Fuel and Decommissioning Trusts 0 0 0 0 
Investments In Power and Distribution Projects 0 0 0 0 
Goodwill 0 0 0 0 
Long-Term Risk Management Assets 5,702,034 0 5,702,034 0 
Employee Benefits and Penalon Assets 0 D 0 0 
Other Non CurTent Assets 45,405,969 5,341,3118 38,165,7611 2,898,835 

TOTAL OTHER NON-CURRENT ASSETS 284,841,839 127,483,879 78,487,994 58,8119,966 

TOTAL ASSETS 115ae15u183t 1145~73,212 572.652.975 429.381.530 

Accounts Payable 43,104,215 118,759,591 33,144,247 4,2111,264 
Advances from Affiliates 7,643,550 (10,209~89) 132,947,721 (1 1 $.094,6811 
Short·Term Debt 0 0 0 0 
Other Current Regulatory LlabiUtles 0 0 0 0 
Long· Term Debt D<le Within One Year f"on·Afflllated 0 0 0 0 
Long-Term Debt Oue Within One Year- Afflllatad 0 0 0 0 
Risk Management Ua.bllltles 2,171,293 0 2,978,293 0 
Accrued Taxes 9,388,850 8,2011,600 (~,065,$27) 7,243,577 
Memo: Properly Taxes 10,838,415 4,476,446 3,160,184 3,201 ,786 
Accrued Interest 12,i401,136 4,799,440 3,827,072 3,782,62-4 

Risk Management Collateral 44,072 0 44,072 0 
UtA tty Customer Deposits 23,851 ,603 23,651,603 0 0 

Deposits -Customer and Collateral 23,695,675 23,851 ,803 44,012 0 
OV.r·R•covered fuel Costs - Currant 5,196,011 0 5,196,081 0 

Dividends Declared 0 0 0 0 
Preferred Stock due W/IN 1 Yr 0 0 0 0 
Obligations under Capital Leases • CU11'8nt 1,300,626 837,229 242,539 220,8511 

Tax Collections Payable 2,255,985 2,229,827 18,364 7,794 
Revenue Refunds- ACCN8d 3,704,908 1,635,430 14,640 2,054,838 
Accrued Rents - Rockport 0 0 0 0 
Accrued - Payroll 905,709 561,010 2-46,582 98,117 
Accrued Rents f630l (63()) 0 0 
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AME.RICAN El,E~IC POWER COMPANY PaooH 

BALANCE SHEET Kentuclly Power Kentucky Power Kentucky Power Kentucky Po~ 
GLSI216 tntConaol Company · Company· Generation Company· 
YTOFeb2013 GLS8216 110 117 180 
02fW2014C*>6 

t..,... : GUit11 

09BV2099-01-' - GIJ'(:CT_SEC ·-Unlt II£G1<>HAI..A CONS YTOFeb2Q13 YTD Feb 2013 YTOFeb2013 YTDFeb2013 

AcavediCP 3,822,941 2,344,638 1,111 .142 367,160 
Acaved Vacations 3,379,217 2,060,099 961,823 357.294 
Mise: Employee Benefits 1,118,896 816,<491 273,502 28,902 
Payroll Deductions 1<45,342 85,1108 42,227 17,307 
Severance I SEI 463,981 258.527 85,039 120,41S 
ACCNed Workers Compensation ~67,881 338,<493 108,880 20,508 

2530022 CUS.Iomer Actv-'lce Reca!pt:. 1.~9,947 1,~9,947 0 0 

Cuslomer Advance 1,649,947 1,649,947 0 0 
Control Cash Disbursement Account 1,118,889 1,1111,889 0 0 
JMG llabUity 0 0 0 0 

2~20512 Unda•med Funds 3,657 3,657 0 0 
2.205•2 Ace Cash Franchose Req 89,750 89,750 0 0 
2•2059213 SAles Use Ta>t· Lease EQUIP 1,459 1,342 0 75 

2·2~3 Acaued Au~ Fees 58,078 25,390 17,279 15,.10 
2420656 Federal Mtligllton Atc:N (NSR) 376,794 0 376,794 0 
242~ ST Slate Mlhgallo<l Oei(NSR) 457,288 0 457,288 0 
2530050 OeleiTed !lev -Pole AHachments 254,169 254,169 0 0 
2530112 Olher Oole'"'d Credlts-Curr 987,973 0 987,973 0 

Mise Cunent and Acaved Llatillnles 2,229.168 37~.307 1,839.376 15,485 
Current Other and AccNed Llabllltles 21,262,232 13,472,838 4,701,574 3,087,820 

Otlll!r Current Uabllltl!IS 22,562,858 14,310,0117 4,944,113 3,308,678 
TOTAL CURRENT UABILmES 126,976,458 104,5111,812 180,01&,071 (96,541 ,5381 

Long-Tenn Debt • AmUated 20,000,000 6,907,200 7,335,600 5 ,757,200 
Long-Term Debt· Non Afflllatad 530,000,000 197,753,&0Q 176,839,800 165,40&,600 
Long-Term Debt- Premiums and Discounts Unamort (750,263) (279,938) (250,33J ) (2.19,992) 

Memo - L TO NonAfffllated snd Premiums 529,249, 738 197,473,662 176,589,467 155,186,608 
Long-Term Risk Management Liabilities- Hedge 53,873 4.669 49,204 0 

2~~0002 L-'1' Un111al Losses - Non AMI '3,389,167 0 3,389,167 0 
24~0022 I.1T L~>llty MTM Co"alenll PQ6,168) 13 nal (30~.395! 0 

Long· Term Risk Management Uablfllles • MTM 3,082,999 (3.773-, 3,086,772 0 
Long-Term Risk Man11gement Uabllltles 3,136,872 896 3 ,135,976 0 
Defemrd Income TIIII!IS 357,636,437 168,877,736 90,419,925 1 08,338,778 
Deferred Investment Tax Credits 317,424 58;458 80,414 180,5154 
Regulatory Uabllltlu and Defitmrd Credits 25,312,030 {21,078,4211 57,419,U9 {5,029,218) 

Memo· Reg U1b and Def fTC 25,629,4$4 127 021.965) 57,500,083 14.848. 88~ 
Asset Retirement Obligation 3,957,782 58,099 3,899,883 0 
Nuclear Decommissioning 0 0 0 0 
Employee Benefits and Pension Obligations 31,372,495 19,726,422 10,043,1543 1,602,531 
Trust Prefllrrad Securities 0 0 0 0 
Cumulative Preferred Stocks of Subs • Mandatory Rede 0 0 0 0 

Obligations Under Capital Leases 1,916 ,115 908,203 705,887 302,025 
Def Credits· Income Tax 1,287,290 370,877 876,869 39,545 

253011~ Feder! Millgotlon Ooferai(NSR) 754;942 0 754,942 0 

Del Credits · NSR 75<4,942 0 754,942 0 
2520000 Customer Ad11 for Construetfon 58,152 58, 152 0 0 

Customer Advances 101' Construdlon 58,152 58,152 0 0 
Def Gain on Sale/Leaseback 0 0 0 0 
Deferred Gain on Sale and Leaseback - Rockport 0 0 0 0 
Def Gain on Dlsp of Utility Plant 0 0 0 0 

2530067 IPP • System Upgrade Cnod4ts ?51,661 0 0 261.661 
2530092 Fbr Opt Ln:Hn Kind Sv-Did Gns 161,672 161,672 0 0 
2530137 Fbr Opt Ln .. Sold·Oeld Rov lt4,470 0 0 114.470 

Def Credits • Other 537,803 161,672 0 376,131 
Total Ditter Deferred Credits 595,955 ,219,82.4 ·0 376.131 
Accumulated Provisions- Rate Refund 0 0 0 0 
Accumulated Provisions· Mise 0 0 0 0 

other Non-Current Uabllltlas 4,654,302 1,498,904 2,337,697 717,701 
TOTAL NON-CURRENT LIABIUTIES 975,537,0110 357,520,9154 351,261,974 266,754,152 

TOTAL LIABIUnES 11102,513~38 46~040.765 531 a781045 170.212.614 
Cumulative Pre!' Stocks of Subs · Not subject M~nd Reda!T 0 0 0 0 
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AMERICAN ELECTRIC POWER COMPANY 
BALANCE SHEET 

GLS8216 
YTO Feb2013 
G'V2SQ01. ot 51 

098 V2099-01 .. 
Loyaool : cns&JII 

-GL._ACCT.UC -llftll: RI:CIIO·I~ .. II. CONS 

Minority Interest· Deferred Credits 

common Stock 
Paid In Caplt.l 
Premium on Caplt.l Stock 
Retained Earnings 
Accumulated Other Comprehensive Income (Loss) 

TOTAL SHAREHOLDERS' EQUITY 
Memo: Tollll equity 

TOTAL UABIUTIES AHD SHAREHOLDERS' EQUITY 

Kentucl!y Power 
lntConsol 
GLS8216 

YTO Feb 2013 

0 

50,.450,0(10 
238,750,000 

0 
195,154,205 

(297,912) 
484056 293 
484,056,293 

1,58&,569,831 

Kentucky Power 
Company . 

110 

Y'Tt) Feb 2013 

0 

22,404,049 
106,025,371 

0 
55,184,576 

(81,549) 
183 632 447 
183,532,447 

845,$73,212 

Kentucky Power 
Company · Generation 

117 

YTD Feb 2013 

0 

10,287,603 
48,684,793 

0 
(17,462,221) 

(135,246) 
41 374929 
41,374,929 

572,662,975 

Kentucky Power 
Company-

180 

YTD Feb 2013 

0 

17. 758,3<48 
841039,8U· 

0 
157,431,850 

(81,117) 
259148 918 
259,148.916 

429,381,530 
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I<£HTUCKY POWER COMPANY PageU 
Rwl"d Final 0311212014 OETNL OF a..£ClliiC unUTY PROPERTY 

YEAR TO DAn· Fellniary, 21114 

GUU210V 03112/U H :33 

8EGIHH1NG ORIGINAL COST ENDING 
BAlANCE ADDIITIONS RETIRfMEffTS ADJUSTMENTS TRANSfERS IIAl..AHCE. 

unuJYPLANT 

101/106 GENERATION 1.478.6&4.251.88 4,537,171~ !1.sn.313,91)) (9,12) 0.00 1.'181,~.106,18 

TOTAL PRODUCTION 1,n8,U4,21iUI •I,Q7,177AO 11,m,nue1 (t.12) o.oo t,411,M4,111t.11 

1011106 TRANSMISSION 503,165,571 80 :1,131,5&4.68 (6,64709) 0,00 0.00 506,290,489.39 
101/108 OISTRIBUTION 733,778,59D.e1 !;,218, 173.15 (1,444 622.13) 0.00 0.00 737,550,141.83 

TOTALIACCOUNTS 101 & loti 2,711i,IZS,4t4.4t t:l,lll,t11.2l (),0ZI,Iit3.20) (t.121 0.00 ;t,7Zii,414,737AO 

1.011001/12 CAPIT AI.. LEASES 6,279, 149,17 0.00 0,00 1276.468 74) 000 8,002,680.43 

102 ElECTRIC PLT PURCHASED OR SOLO 0,00 0.00 000 0.00 000 0.00 
1140001 ELECTRIC PLANT ACQUISITION 0.00 000 000 0.00 000 000 

'TOTAl ELECTRIC PLANT IN SERIIICE 2,7Z1,t01i,IU.M 1:1,en,ttli.2l (3,021,P3.201 (%76,477 .18) o.oo 1,711,417,411.13 

1050001 PLANT HELD fOR FUTURE USE 7,405,958..73 000 000 000 o.oo 7.405,958.73 

1070001 CONSTRUCTlON WORK IN PROGRESS: 

107000X BEG. SAL 128,599,148.19 
107000X AODrTIONS 1!},578,874.84 
107000X TRANSFERS ct:ts86 915 23! 
107000X END. BAl. :::::::::Ji,691 ,!15'9.41 135,291.107.60 

TOTAL ELECTIUC UTlUJY PLANT ;iii,t1o1~o.11 ,,,1~·.·74.14 (310ZI,68UO) (%71,477.111! 0.00 ;t741114,4a1S 

NONAJDlJD' PLAHT 

1210001 NONUTILI'IY PROPERTY-OWNED 995,120.00 o.oo 000 o.oo 0.00 995,120,00 
1210002 NONlmUTY PROPERTY-LEASED 0.00 o,oo 000 0.00 0.00 0,00 

12400~29 OTHER INVESTMENTS 4,534,315.74 0.00 000 (0-03) 0,00 4,534,31!!.71 

TOTAL NONUTlU'TY PLAHT 111zt1c:~u• 0.00 0.00 j0.03i 0.00 ••• 25.43&.71 

Pro~red by PSnVi54on Report GLR7210V 
R8VI-.: Ctncly Bucl<bee- PiliP Acdg Canlon 
Souroos Of IIIIo. P....,.rpianl Reports and PS GL 
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KamJCKY POWER COMPANY P•to14 
Final 031111:1014 ¥CUMU1-Ai TeD PROi/ISlON FOR OEPIIECIA T10N. Afo!ORTIZA TION. & QEPl.ETlON 

nAR TO DATE- Fobtuary, 2014 

GLA7410V 03111/14 14:~ 

BEGINNING PROVISION OltiGINAl NeTR£MI ~lRI ENDING 
BALANCE TO DATE COST SAI..\tCOST ADJUSTMENT$ IW.ANCE 

UDIJ!l PlANT 

NUCLEAR 
1090001/11 OTHER 0.00 
108000!1110 DECOMMISSIONING COSTS 0.00 

TOTAL NUCLEAR 0.00 

1080001/11 PRODUCTION 5119,504,126.89 9,423,330.78 (1,577,313 98) (100,420.01) o,oo 6()7,249,723.88 
1080001/11 TRANSMISSION 161,537,795.16 1,421,084.42 (6,S.7.CI9) (67.929.62) 0.00 182,1164,302.87 
10801101/11 DISTRIBUTION 102,744,860.S. 4,185,1192.98 (1,444,822.13) (1()9,855,28) o.oo 19S,J76,178.19 

1080013 PRODUCTION (3,6ZO,O 15.26) 0.00 0.00 0.00 (88,350 87) (3,708,366.1l) 
1080013 TRANSMISSION 0.00 0.00 0.00 0.00 0.00 0.00 
1080013 OISTR!IW110N (26,698 85\ 0.00 o.oo 0.00 (1.524. 16) (28.223.01) 

RfnR.EMENT WOAA IN PROGRESS (8.320.252.52) 0.00 0.00 (546.834.71) 298,204.9 1 (8.508.!82 32) 

TOTAL (101)( acc owtla) toU;I1t,l11..07 15,0l0,401.11 (l ,OZI,Sil,20) (IC5,031.S2) 201,3zt.ll w, 114,1l1.illl 

NUCLEAR 0.00 
1110001 PRODUCTION 10,429,350.87 217,726.75 0.00 0.00 84,785.27 10,731,872.89 
1110001 TRANSMISSION 1,607,792.68 83,995,44 0.00 0.00 0.00 1,701,788.12 
1110001 DISTRIBUTION 7,182,564.75 ~7,503.81 0.00 0.00 0.00 7,430,088.56 

TOTAL (111)( ICCOU~tal tl,21t,7li,;JO 55t,22t.09 0.0.0 0.00 14,71S.27 19;U~.741.57 

1011008 CAPITAL LEASES 1 .889,487.09 0.00 0.00 0.00 (2 10,296,20) '1,859,17o.&9 

1150001 ACOUISITION ADJUSTMENT AMORT 0.00 0.00 0.00 0.00 0.00 0,00 

TOTAL ACGUM DEPR & AMORT. 'S-·111M 1ii.At.a34.1e (3.021.583.:10) (84$,031.62! 12,128.15 174.707,551.1'5 

!jONUDUD' PlANT 

1220001 Olpr&Amrt of Nonutl Prop-Ownd 214,955.75 1.111.02 0.00 0.00 o.oo 218,067.37 
1240027 otllar Proporty • RWIP (3.~0000) 000 0,00 0,00 0,00 (3 400.0'0) 

TOTAL NONUDUTY PlANT 211,555.75 1,111.&2 0.00 0.00 0.00 212;887..37 

Pteplllld by: P&!Vision Report GlR74101/ 
R~ CUld)I.Bil~M- Prop Aeclg Conlon 
SoiR8s Of lnlo! Poweflllanr RepOIU end PS GL 
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March 27,2014 

Commonwealth ofKentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-0615 

American Electric Power 
1 R•vcrs1de Plaza 
Columbus. fJH 43215 Z373 
AEPcom 

Please find enclosed Form EIA-826, Monthly Electric Utility Sales and Revenue Report 
with State Distributions for the month of February 2014. 

Sincerely, 

Brian J. Frantz 
Manager - Regulated Accounting 

BJF 
Enclosure 
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ju.s. Department of Energy Monthly Electric Utility Sales and Revenue Form Approval 

Energy lnformahon Admimslmtion Report with State Distributions -2014 OMB N0.190S-0129 

!Form EIA-826 (Expires 11-30-2007) 

jThls rejfor1 11 111andalory und~r I'll bile Law 93-175, tile Federal Eftti'IY Administration Act of 1974, Publlt Law 9S.91 , Departasnt of Eati'IY 011:nlzatloo Art. and 

!Public Law 10l-416, tht EntriD' Poliq Ad of J99l. lnfonnanon reponed on the Fonn EIA-1!26ts not eoru1dcred tonfldtntral See Sectton V of the Generallnstrutbons for 

!sanctions statement l'ubhc reportiQg butden for thiS colltcllon of tnfonnation ts estimated to average I S hours per~. 111eludlng the tune for n:vtcwtng the uuiNCIJons, 

l•earclur!g <lUsllng data """""'· gathenng and matnialllln£ the data needed, and cmnplellll£ and rev1ewmg the eoUected mformauon. Send comments regJTdmg !Jus form. 1ts 

iburda! esttmatc. or any aspect of the data collection 10 ihc Energy Information Admtn!Sinlbon, Stausbcal and Methods Group El-73. I 000 Independence AvenueS W. 

IForrestal Bwldins. Wuhtnglcn, D.C. 20SBS, and to the Office of lnfonnabon and Regulatory AfT an ... Office of Management and Budg..t, w .. tungton, D c 20503 (A ~on 

111 required to respond to the collection of &nformatton only tf 11 dtsplay• a val1d OMB number) Ca•ofully read aDd follow all iaotntctioaL If yo a and u sistaR«, plouo 

co a tad Al!rtd Pippi at: {lOl) 1117-I 615 or Clto.rleae u . ' D. ·'I at: """"' u~ • ~·~ or by E-Mail at 

Please subrntt by the JesJ; caiC!!dar day of the monlh follOWUlg the reportlllg month. Return tolllpleted for111s by E-M• U at tb-816@tla.doe.cov or fn lo (lOl) 187-1!85 or (101) 187-195~. 

r of Energy, Energy Information Admunstration (EI-53). BG-076 (EIA-1126)' DC20S8S~SO 

Utility Name: Kentucky Power Company Code "- ~ by ElA): 22063 
:for the month of: Jan. .Feb_.X..Mar_ .Apr_ .May_ . Jun. .J ul • .Aut.. .Sep_ .Oct_ .Nov_ .Dec .. • ~014 

: Penon: Ronald F Davie I Phone . ~14-716-3~25 
[Email: .... .a. !Fax: 81 .. '716-1449 

RETAIL SALES TO ULTIMATE CONSUMERS 
Schedule I- A: Full Service {Energy aDd Delivery Service (bundled)) 

Instructions: Enter the reporting month revenue (thousand dollars), megawattho11n1, and number of consumers for energy and delivery service (bundled) 

by State and consumer class category 

State Items Total 
KY I• Re~uo (ThoUSIIId Dollars) $ .25_,704 $ /' 11,440 $ , 12,892_ 50,036 

lb. Megwatlhows / 270,774 /' 108,056 /211,383 590,213 
Number of consumers / 140,091 /' 30,721 / 1,302 172,114 
Rtven~(Thousat>d OoJJers) 

Mc;swallh01m• 

Number of coruumers 

Revenue (Thousand Dollars) 

Megwallhoun 

Number of consumers 

a, Revenue (Thousand DollanJ 

llllllli 
b Me~llhoun 

c Numberofcooswners 

a Revenue (Thousat>d DoJJars) 

b Megwallhoun 

.. 'C Number ,of consumers 
iNOie 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1478 of 1829

April 30, 2014 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box615 
Frankfort, KY 406024 0615 

American Electric Power 
1 Riverside Plaza 
Columbus, 0~ 43215;2373 
AEPcom 

Please find enclosed March 2014 Financial Report pages for Kentucky Power Company consisting of the 
following: 

Income Statement: 

14 9 Income Statement 

14 3 Details of Operating Revenues 

4-7 Operating Expenses- Functional 'Expenses 

Detat1 Statement of'Taxes 

Balance Sheet: 

10 Balance Sheet- Assets & Other Debits 

10-12 Balance Sheet - Liabilities & Other Credits 

11-12 Deferred Credits 

12 Statement of Retained Earnings 

Utility Property: 

lJ-14 Electric Property & Accum Prov for Depr & Amrtz 

~~~h: 
BrianJ.~::v 
Manager -Regulated Accounting 
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Page1of22 

American Electric Power 

G.lSBOtt 
YTDMor2014 
~/201.11:05 

·-1 
•• 00002 

44100005 

A 

4420001 

.420006 

.t420007 

U:.'OIU! 

• 
4C20002 

••20004 
A420016 

A 

• 
A 
8 

•-o ·-2 
II 
8 

4560043 

45610)3. 

AS81034 

A$6.035 
4SGU!la 
4501059 

4!0110110 

45610152 
456106'3 

• 
44i'0150 

,..70106 
«?020'1 
AA7Q3t8 

4410209 
.S61<Xr.l 

<561003 
4!011005 

4561006 
<561001 
A5610l9 

45610'28 
.561029 
4SCi10JO 

4561058 

•561061 
456, 0&4 

4SG106S" 

A 

•• 7QCX), 

••700lS 

••7one 
8 

4070002 

4470006 

4-470010 
U10t121 ' 

••1002& 
.. 700l3 
IU700156 

441001' 
.. 700!12 

44701>19 
4<70093 

INCOME STATEMENT 

Leput: GL.SI011 ,._...,G SEC Bu.altt_. ~ REGl CONS 

R~tlllnt~ll: Sales·WfS?Ie. Hl'll 
RllliOII'IbeiSIII.,_WO Spac_e tt' 

RH1oet4lllfFUttR~ 

R.,.nue • Resldonllol Salos 
Cofnmttalll 511,.. 

Sales to PobAutn - Sdloolt 
s.lu 10 Putt Awth • E.a Sdloafa 
Col't\men:MI Fuel Rft 

R-11•. COfllmorellll Sales 
RIIYot~Ue - lnduotrtol Sales· Amtlated 

•NNUl•l Sllln iEkd Mines) 
fnd S..NonA$41ntt ...,nl 

t~1!fW1Rt¥ 

RIIYOftue • lnduotrlol Sales • NonAmNated 
Revenue • lnduotrt-' Sales 
ReVIIftue • Gu Products Sal• 
R.,.nue • Gu Tranoportallon & St<lrage S.olh 
R~~Venue • Gu Tranoportallon & Storage Sales · AIIIOIIIed 

9UtSIC SDt.uH1tftlf-r\.ig)?!inQ 

P\.t~c 5I & ~ lJgN fvtf ~.., 

R..,...11e • OlhM RaUII Sales 
R~~Venue • OlhM Retail Salea • Alllllllled 

-nue -RIIIall Sat. 
0\h Elu Rv-Tin·M-T-"':1' Pnc. 
P 1M NITS AewrtUI • ~-eci: 
PJMTOAdm SetVR.,-Aif 

PJM~·~edTt~t~tNrfSCcal 
PJM Afllfa1ed. Trant TO C01t 

Mil RJM Trent EnhanPMtRn 

Af!lt PJM Ttana EMan~ COli 

I'ROI/1510111 P.IM NITS Al!ll- C4ol 

PROIII$0N P JM NITS Amhr.oo 
R.,.nue • Tronomlaslon-Amllmod 

ilt.nM\ Rev.(IOCIC: ~ 

P..JM TIInt.losaci~SS 

PJMU.MmiOb d\tiQn ·lSE 

PJM. Tuans-~t~ lou ae.QtH.SE 

PJMtttntfn lou dlt!ges..OSS 
RTO foltnib.on Coat Reccwery 
'P-JM D~on COil Re;Qv 

PJM Po~. to PerM Tt•r,s s.,e 

PJM Tt-l~ ~tl Mwn Rev 
PJM PjcMOnc ln,eg TriM Sll't-

Oth Bee RIN Tram ~Gil Nl\1 

PJM~ F~C••R•·,•Wffti,C"*NA 

PJM NITS RWftnut ~ Cus·t4AA 
PJMTO S.tv RwWI'IIa Cua-NNI 

Nof\A.JfPJMil•n• Ehhntm'~•v 
!'IN PJM RTEP R., ror-.m 
PROI/ISION PJM NITS Y\totCus·NAf 

PROVISION PJM N'ITS 

Rwenue- Tronamlulon-NonAmltaled 
Rellllnue • Tnonomlnlon 

S .. nrCl.IA~e ·ADoctot. 

Sis. tOt R.sl ·f~ Rev · ASIOC 
.SiiftfWR~lf P~Ent!Q'I 

Rwenua . AIINI..;Imlleled 
Sillu ro! R..-•. NoM&aoc. 
SMu ,01 Reuitt-lkuilour s.iet 
S.Ut:t ro't Rnllf•Boulc\11 Pwfdl 
\M'ItAf'M~b A.th FU.r Rft 
.Stte!Rnaft • NA 4 Fvtf R<W 
~..wP~bAI.i1h& .... Rw 

PWR Ttcir\,U Tr•na Elie>NonAuoc: 
F$1\tttd• Sptrk Gall• R•Wed 

Rl'!a.noal El•c:tnc. R•at.le<~ 
PJ I,4 &ltJQ'I ~ .. Mllgi<o 

PJMt,._c""""'-S£ 

3 9,418 

£~1 
180, : 

s,9b4~ 
I 0 

t5.~)o.s2s> 
0 

~,482 
l ,328) 

I~ l ,916) 
( ,251) 

4.754 
9 5,253 

(9,5 ,295) 
1 ,8~,7« 

18.8 ,322) 
1.750 
~0,633 

r 
,513 

3, ,871 
,846 
990 

.735 
,589 
,550 

~,053 3,154) 
I 9,653) (9,: ,182) 

(9, ,.,434) 
(262) 
,125 
,520 
,313 

3.131 
5, 180 
(8,8 1, 549) 

9 8,407 
8,089) 

1 069 
(39) 

) 8,171 
2.~1 .659 

83,;.197 
(18, ,235) 

Kentuclly Power Kentucky Powor Kenlu~lcy-r 

Company · Dlslrlbullon Company · Genenollon Company. 
Transmlaolon 

110 117 180 
Actual Actual Actual 

YTD Mor2014 YTD M•r 2014 YTDMor2014 

~3,420,171 (194,378) 0 
18,172,611 (1!6.696) 0 
24,637,736 0 0 
84,2.30,519 (2111,074) 
20,812.121 (196,348) 0 

3,874,230 (37,401) 0 
3,80~,880 (>4,335) 0 

10,515,471 0 0 
39,007,703 (268,083) 

15,940,526 {63,701) 0 
7,923,880 (58,409) 0 

19.791 ,671 0 0 
43,856,0711 (122,110) 
43,85&,0711 (122,110) 

360,311 (1198) 0 
83,~1 0 0 
~.380 (eta) 

117,337,817 (152.118) 
0 0 9,827,274 
0 0 9,031 ,956 
0 0 159,287 
0 (9,014.737) 0 
0 (159.2s n 0 
0 0 81,834 
0 (81,480) 0 
0 (191,709) 0 
0 0 (55,916) 

(9,4C7,2U) 19,04C,235 
0 (166.402) 181.155 
0 9 45,253 0 
0 (9,593,295) 0 
0 1,612,744 0 
0 (8,892.,322} 0 
0 (34,355) 36_104 
0 (2.1,600) 42,233 
0 199.955 0 
0 0 70.513 
0 0 3,574,871 
0 0 18,846 
0 0 990 
0 0 689,735 
0 0 10,589 
0 0 83.550 
0 0 6,053 
0 0 (3,154) 
0 0 (19.653) 

(13,810,022) 4,871,839 
(23,397,234) 23,716,074 

0 (262) 0 
0 88,125 0 
0 5,479,520 0 

5;517,313 
0 3,131 0 
0 5,052,180 0 
0 (8,851,549) 0 
0 928A07 0 
0 {8,089) 0 
0 746,069 0 
0 (39) 0 
0 8,171 0 
0 2 .541,659 0 
0 83,847,197 0 
0 (18,758,235) 0 
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INCOME STATEMENT 

lA)eut: Gl.SIOII 

Acz:DIInt: Q1J:et::r S8£C BatMu U"b: RE.GJDfti:LA,CONI 

PJ~ Opel ReMNe Rev-QSS 

C•.-Of't Cl -~ s.au 
PJM FT~ A:ev~..oss 

P JM FTR RevtrN.•LSE. 
P 1M Ene'gy S..fes C~( 
~JM PQPl Tfan• PvldWIIo.Mtt 

PM Nil$ Pu1Ch-Noi'IA.tf 

PJM FTR Row,.....Spco 

PJMTO- Elq>·NoMII 
PJM M.r.,-Co,IKto~ 

PJM ft.ll.,_ C:GIJK't':O~LSE 
PJM lno:rm•n1al Spcf.OSS 
PJM lno~al ffnp CohttOSS 

PM CDI'Ilfad Net C~pt; Cr•t*' 

,.-.,.nc. .. tlfd.OIIfte~ed 
AelfiZ. Shann9 • 06 SiA 
OSS Phrllfc:al Matg~n Re~a 

OSS Oi*M ~rgm Red .. 

lntt'tttR~te SW.~t 

Non-ECR Auction sat .. .oss 
PJM WiN FTR Rev · OSS 

OSS Sh11ing ~.a ... • Rtt.6 

OISS Sh1.M; Rtd.-·R.O..ceon 
l"•trtd!ng ln&l'l·boo~ Rtd••• 
A~on ..., •• boo._R•da .. 

pJM Ocllto<l.SE-C!ootl 
PJMOcfle..._SEA:hOigo 
RJM JOtn Suppl R•aeNt CR OSS 

PJMR ........ • OSS 

PJM SC:umtng ROMNt • OSS 
PJMRu~e· OSS 

Oth B ee Rw-Coal Tns Rtt4 G-t. 

PJM Houfly 1\let.PiMCf'\· FE.RC 

Purdlued Power • F'utl 
flewnue. R...,l...r4onAIIlllallld 
Revenue. Rnai-.ReoiiDid 
Revenue· Rne(-..Riall lolgmt MTM 
Revanue • ~1-..Riak Mgmt Actlvttln 

R.,.nue • Saln for Rnala 
S.t1 fot Rnii.-Aft· T'ltlf Price 
R•nt Fk)tn Sed Pf6peft1 • At 

R.,.nue ·Other Ele-Aflll(lot.d 
FOII<!It<IO..C.....,. 

114scSeMC'I Rev 4 Not~lltll 

A•nt F1om Becl Ptop!lftt NAC 

flel'llc trqm E!ee PI'~Po • ~!'I 
ot~ E .. ct R.., • DSM P1001am 
Revenue ·Other Elw.lonAIIIIIInlcl 
Revenue-Go• 

COrf!P Mow Gill.,_ T"rlt N 502 

Comp~ G~NOl 

Galni(LoOI) on Al-ncn 
R.,.,ua. Othar EIH'olonAI!IIHot.d 

Revenue • Ot!J• r Opr E!IICblc 
R-nue Men:handholng & Co111111ct Woflt 

R"""nuas Non-UIIflly O,.ratlona • Alllliot ... 
Revenues Non-UUIIIy Operations • NonAIIllloted 

Revenua from Non-Utility OperaUona 
Non.Operllllng RMtal lncome . Amllated 

Non.Op-.etng Rtf'IIIIIIIN:Ofl'l• 
Hon-Oprlllng Rnlal lf!O.Oepr 

Non.Qp-lng Rentallnoome • NonAmllated 
Non.Qperatlng Re.nlallncome 

Non-Operating MIK Income -Amllated 

MIK Ncn..Qp 11\e • ..,_,f\AK • Oltt 
Non-operating MIK Income· NonAIIIIIIied 

Non.Qpandlng Mlac Income 
Rert From BeG1-P1o~~cmat 

YTDMar 

(2·m·265) ,811 
,296 

6.5,6,487 
~7,11 2,228 

• (271 
5,042 

(~,078) 
,A&o4 

(r107) 
1 9,70~ 

118,, 0,831) 
(1.) 

(~1,424) 

I 69 

f'~;~ .285) 
9 ,663 

81 
1 ,8\9 

(1E.819) 
(1 Jl55) 
1 ,855 
3T.9,856 

(4, ,352) 
,180 
,188 

7,582 
1 ,295 

l 0,423) 
(12. 6.982) 

1,306 
15, ,311 

"t~ ,841 
,141 

1.1 m 
.242. 
.2~ 

1, ,317 
1,8 5,198 
4, ,271 

B,BOO 
1.1161) 

17,133 
I ,133 

I 
1,796 

284 

f~ 060 
9,~0 

Page2 

Kllnlucky """'*' Kenlllcky-r Kentucky p..,..., 
Company. Dlslr1butlon Compony. GIMration Company• 

TrwMmlulon 
110 117 110 

Actual Actual Actual 

YTD Mar2014 YTD Mar2014 YTD Mar 2014 

0 (2,330,265) 0 
0 128,811 0 
0 562,296 0 
0 6,518,487 0 
0 ~7,612.228 0 
0 (27) 0 
0 25,042 0 
0 (79,078) 0 
0 ~.A&o4 0 
0 (10,107) 0 
0 39,704 0 
0 0 0 
0 118,510,831) 0 
0 11•) 0 
0 (221A2~) 0 
0 69 0 
0 175 0 
0 (175) 0 
0 (3,285) 0 
0 920,683 0 
0 81 0 
0 144.619 0 
0 (1~.619) 0 
0 (154,855) 0 
0 154,655 0 
0 379.855 0 
0 (4 4113,352) 0 
0 28,180 0 
0 98,188 0 
0 7.582 0 
0 158,295 0 
0 (10,423) 0 
0 (12.826,982) 0 
0 1.305 0 

85,184,3811 

71,431,711 
0 121,397,976 0' 

235,695 0 0 
235,815 121,317,175 

1,197,277 0 0 
56,853 0 3,3119 

450 ~,889 1,105 
1,230,317 0 0 
1,815,1!111 0 0 
4,310,013 ~ .... 4,414 

0 383 0 
0 8,533 0 

1,916 
4,310,,093 43,605 4,4114 
4,$45.,911 121,441,511 4,414 

8,500 '300 0 
0 0 {1.657) 

1,500 300 (1,151') 
1,500 300 (1,187) 

1n 1,506 111 
198 68 0 
373 1,51'5 111 
373 1,515 111 

19.340 0 0 
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American Electric Power I 
INCOME STATEMEHT K-ckyPt; ~r KentuclcyPo- Klf\tllckyPower K811hlcky Power 

lniCon•• Company. Olatrlbullon Compony • Ge,.,.llon Coml'ft')'· 

Page! 

GlS801& I T,.,amJsalon 
Y11> Mor 2.014 GlSIOt 110 117 110 
04107/l014 11:05 - Actuol Actual Actual Actual 

U.yovt:~1t 

0111111201.~1 --GL ACCT SEC a .. ln .. IINto: DFnHWAJ 0. CONS Y11>Mor21 4 Y11> Mar2.0t4 Y11> Mar 2.014 Y11> Mor2.014 

t51Cl015 Qnlet S.ctnc Rw.l'll.lt'l ABO 

r 
58,874 0 (3,148) 

D Asoocl- Buslnaa Development Income ! 5,016 71,214 . (3,141) 
Revenue • 0t11er Opr • Other ,2.58 17,017 1,1175 (4,704), 

;fa) Memo: R<WMu.Ofh Opr-Oth Atr . . 
'fDJ ,_, Rewn--ortr opr-OtJt Non 2$8 V.OIT 1.175 (4,704) 

R..,.nue • Olhor Operating "·~ ,290 4,&33,075 121,~.456 (210) 
A Provlalon for Rm Refund· NonAmUolecl I . . . . 
8 Provlalon for Rm Refund · Alllllolecl . . . 

P,....,lslon for R* Refund . . 
Al10Dl1 Pwt s•• Otnl.ode Svc-T•:rn"Y 1,561 0 1.561 0 
4210032 ~ PurchOM.d•S\'c"T•rfl1rV (258) 0 (258) 0 .. Revenue- PowerSala t 304 . 1304 . 

TOTAL OPERATING REVENUES 2111 ~ 111 170'7&2 1111,127129 :tS 715.1114 

'(Ill M""'o: GITID Rewn .. 227.4 1,22.0 171,847,160 51,307,107 4,&76,333 
'(8) Memo• Other Allfllllt.d Rownu. s.~ 4,972 235,895 117.5111,146 19,044,235 

"'CI Momo; RlllfiiHJf>oOih Opr·Oih Atr 
14.2~ 

. 
(41~ -(0} ,_0: Rlve,...OUr Oi!·Oih Non 87 0117 1875 

,.fi)O: 1omJ Opot.rltrg RlvsnUM 233, ~.450 171,1170,782 168,827,129 23,715,884 
•(E)"(BJ+/CI Memo: A/11/iat.d Rownu. s.~ ~::: 2J5,885 117,51f,1U 1fi,OU.:Z35 
• (f}"(DJ'fA,) MfJI'IIO: Nof>.Aifll/a/8d Revenue 221 5 , 1717.U.II8 51.30UU i.e11,BZI 

Memo: T<*l Opetaflltfl Revsnuu 2U, 
i 
~,450 171,1711,712 111,121,12t 23,7111,114 

5010000 Fuel 9,811 0 79,811 0 
SD10'D01 Fuel ContUmH 75.$ ,003 0 75,229,003 0 
5010003 FUel · Pu:JOAe Vnfo.d & H•t~cJ• 3,S 5,356 0 3.575,356 0 
501001) FueiSUI'fey- • ,5!19 0 •57,589 0 
5010019 Fuf! Oil COMW~e.d 1,8 !8:166 0 1.828.166 0 
501C!J2'1 Gfr-1.1,. twdl~ eo~• 5,110 0 55,110 0 
501Gtl28 GJpaum S.. PtO(ftdt ( 1,585) 0 (221 ,585) 0 

Fuel Expense Total et:o il:450 11,003,4!0 . 
50 1COOS Fw.t · O.fen•a 113,.4 :t~) 0 113.M4.284) 0 

Delemod FuoiElq>ensa (13~ 114) (13,444,2114) 
Over Unde r Fuel Eltponu I 

~uellor Eltldric ~neroUon 67,, 9,166 . 67,559,161 
S0,002EI OIJIAllm ll•ndlino/liOpi.AIIioi 14:868 0 34,868 0 

Fuel fn>m AII!Watea for Elacll1c ~oration 1 ...... 34,868 . 
5090000 ~Cfllt C.o,..a;nt T.Ue N S02 2,3 7,999 0 2 ,397,999 0 
SCl9000S M NOJCona.&p ~f. 0,187 0 40,187 0 

Allowances • Consumption 2. 18,116 . 2,431,186 . 
!1020002 U,MEJ.PMM 1,2~486 0 1,253,418 0 
50'ZOQO) TtoM&peMe ,364 0 84,384 0 - um"tone &!penH ~1,573 0 961, 573 0 
502!lOM PDiym.a.fQ~nw 19,376 0 19,376 0 
502000? t.J~tt• Hyd, ... £-pen .. 1,452 0 1,452 0 

Eml01lons Control - Chamlcela z.~;o;zst 2,330,251 . 
Total Fu .. for Eloctrlc Ge,.,.llon 7$.:70 . 72,362,470 . 

Memo: NonAfl FueVAI~•IoM 72. ,1(12 . 72,327,1(12 . 
SSSOOO< Putd'laNd PIJillMt·Poc( Capaaty 

r 
0 181,949 0 

5550005 P~Wa•d PDW~~~er- · Pool EMrll'f' ,093 0 676,093 0 
SSS0021 Putd\ f'wt, Non-Fuef POMtt.Afl 11 , , 18~ 0 11 758,187 0 
5550029 Purcn Power-~oc;.Tmatt Pfie.t 121,397,976 0 0 
SSS0046 AUICII' P:cwt,..F'Uf! ~I'MI'I•.i.IN: 18, ,470 0 18,A22,470 0 
555010\ P"tdl: Powt,..Pctlf No~ul"I-.M ,506 0 188,508 0 
5SS0102 Put -Pv,wr.,PoCif N<H\Fuef.OSS·AJII ,985 0 2H,9a5 0 

Pun:haHd e actrlclly fn>m AEP • Amlloia 31,t192 121,397,978 3t,A:t2,192 . 
SS50001 PUJeh fl'M•NonTIAOI'Ig...Non&'IIOC ,975) 0 (2.0,975) 0 
5550032 U..C~I'IHI~Mone A~ ~,715) 0 (7715) 0 
55SOCX!O PJM l111tftel'tWtl Mil R..OSS ( ,204) 0 (72,204) 0 
6550040 PJM lnldrHI'tMI Mit ReH.SE IH,283) 0 (44.283) 0 
55500ol1 PJM Ancllwy Serv ~ 590 0 590 0 
ss5001• P JM Rt.tebvt<hld'oe ~1.793) 0 (11 ,793) 0 
5550016 P JM INQ SlM1-0!Ifoe-

.~::· 
0 317,858 0 

55SOQ77 PJM fJaetc 9111-ctellt 0 (12.006) 0 
555007! PJM Regli.OOtt~h;uge 0 1 ,071,793 0 
5$100'/Q P .JM "tf!Q1J.JbM.Ctec:tt ( 1,362) 0 (291 ,362) 0 
555C061 PJM 5llnn1n0 Rnt"Nr-·Ch• fat: . . 220 0 903,220 0 
5550084 PJM SPh~ Re~&N...Cteot (240,043) 0 (240,043) 0 
5550090 PJMlOm$\IJ:IPI~rvCI'I.,plS€ ,920 0 386,920 0 
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GROSS MARGIN 
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SINmE.ap.n. .. 
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Other Generation Op Eap 
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PJY I\Owln-SSC&O~S 

PJM Admiii'I·S'SC&DS,._nt•rntl 
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PJMTOS...E>p •Nt 
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~,.. · Auoo~ea 
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Cve~omtt o.ta RttCit'IO 
,_.., .. At_,"'Q • Rept 
Me-Tcw ReedlftO hfJI' Power 
Rttci•Tn a R.Nd-Out Mdll'l 

C~.tll R-.cotdl t. CcGtccon Up 
C~om.t Otde:'J: & fn~ 

Kentvc:ky+ 
lnti:<>M, 

GLSI01•' 
Aetual 
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707 
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0 
0 
0 

121397 976 
5057 781 

0 
0 
0 
0 
0 
0 
0 
0 
0 

190 
111 

10.851 
0 
0 

10,151 
579 

0 
29 

0 
0 

2,105 
0 
0 
0 
0 
0 

9,827,27~ 

0 
0 
0 
0 
0 

2,97Q 
0 
0 

9,1JZ,9&5 
242,7115 
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49;93 

206,550 
20,555 
27.838 

190,495 
34.349 

1,033,370 
350,111 

19,956 
2.1'78,012 

73,733 
1,174 

95 
96,707 
12,025 
15,044 
92,869 
616,~ 

117 
Aetull 

Yltl Mar 2014 

1,083,571 
21 ,387 
27,588 

3,11Z,544 

61 1211123 

983,993 
42.212 

605,351 
147,050 

2,H9.720 
15,980 

(71 ,758) 
{1,427) 

(11) 
3,871,113 

142,935 
469,127 

0 
142,607 
220,6!14 
975,3&3 

1,236 
D 

48 
122.129 
193,166 

3,115 
38,fl23 
55,441 

0 
0 

62,283 
0 

970,782 
14,501 

930,256 
48.221 

(93.970) 
3,504 

0 
0 

2.347,]15 
1,081 

0 
0 
0 

120 
0 

14 
0 

1.ne 
0 
0 

2,!113 
53 

116 
184 

0 
0 
0 

393 
22 

Klftlucky _, 

Company
Transmlulon 

110 
Attual 

Yltl Mar 2014 

0 
0 
0 

23715184 

0 
0 
0 
0 
0 
0 
0 
0 
0 

579 
(60) 

0 
0 

(0) 
520 

257,290 
2,801 

204,522 
0 
0 

15,035 
0 
0 

59,373 
22,300 

0 
0 
0 
0 
0 
0 
0 

371,685 
158,055 

0 
1,091,062 

1,746 
581 

5,931 
62 
44 

0 
276 

0 
7,4111 

0 
0 

18,055 
19 
42 
60 

0 
0 
0 

1,778 
0 

PaQjl4 
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INCOME STATEMENT KllllluclcyP- KenWclcy-r Kentllclly-r 
lntCono Company· Dllltlbutlon Company· Ge,...tlo!> Company -

GLSI016 I TRnslniiiiD!> 
YTD Mor2014 GLSI01 HO 117 110 
OW7f201.C 11:05 Actual Actual Actual Actual 

"-"'GI.S&C'" 
098 'i2014-<B31 Account: G CT SEC: ~Unfta:A!:GI CONS YTtlMar YTD Mar 2014 . YTD Mar2014 YTD Mar2014 

!mll002 Me~ Sti-ng 9,35$ !1,030 5 3.20 

·~ t'8111ge -C~~r8ob 973 188\973 0 0 
~OJ0004 Chto...,. ,657 25.910 375 Jn 
003C!005 Co!l.ci:on AgtnCI Feet & &p 4,993 14,993 0 0 ·- Ci.- I Oh COhdiOnARw1 ,9&4 1&4.939 33 12 
OQ-30007 CoUectora 5,355 135,355 0 0 
00>0009 Oitt.Pto"""tno 0,863 40.651 9 3 
i0<0007 Uncoil Acclt · Mitt: R•c:.vath ( 1 ,646) (26,570) 4.725 0 
9050000 Mosc CWS1om•r A.can.lnb Eip 

~~ 
8,135 0 0 

0070000 $~~PBN'fWII!\ . c ... ~,. s.Me. 36,&47 (3) (2 
8070001 Sup~~rtcacoo • DSM (1 1) (4) (4) (3 
9060000 C.U.otnef AU!IIAI'Ice &~ 1 ,067 1111,059 4 4 
90.0001 OSM·CW1om•r-Aai''OIY Grp 

1.5 .: 
862 0 0 

9000009 Cust .A.sltttli!tot e..~4! · OSM 1.558,400 513 200 
0000000 lnlo!r'I'MIIUW'o' tn111\1d ~M ,614 7.&42 13.175 4,797 
9100000 Mile CI.IIR S\I~I'!!OI'!'Nibon .. et 14,680 2,567 1,6&4 449 

Cuotomer S•rvlce and ln!orm.tlon Op Exp 3,* 1,477 3,112,112 21,:UC 1,052 
9120000 om-.-& SoJmo up 4,643 4,643 0 0 
01:1.0001 Oemo .& Sflilng £-.p • Ain Ot¥ (3.21) (3.21) 0 0 

S.la Expensu 4,322 4,322 
M...,.,: ln•tnoce (9240 9250) 

t~ 
185,371 188,010 62,880 

9200000 M~ltrWN• C Gl~ S4t1H11 1,057,994 903,435 370,211 
g?lOOO, Off Supl & &p . Nonat~ooitt41a 2 5,175 115.~10 67,309 32,455 
9220000 Adln!AO&tr~&Ne Etp T mat- c~ (1 2,559) (132,559) 0 0 
9220001 M~Wn EJip TfNI1a Ct~.ttrdiM (1 0.515) (1 10.515) 0 0 
022000. ""!n.l'l&.pl'tn~ftoASO t ' (528) 0 0 
9230001 Outstdl SVcs Emtl ~ NOI'IIUO"f 126,197 138,343 50,745 
!12'30003 AEPSC Blled to C•enl CD- ,641) (25,392) (31A19) (20,829) 
92....,0 ,._ope:ny lftttnf'l~ .969 <41,340 27.300 48,349 
0250000 ~~~-•,.,S.Delfti:OW ,171 194,116 62,717 10,338 
0250001 SatflyOIMttS II'ICIA'Nefda ,178 488 467 224 
!1250002 Ert\pJ!v:::c.ill"' PN ... ~m-Adm Eip ~,255 1,506 847 102 
925000< ~,._.,,ntoE"'~ .... 732 0 732 0 
02500015 W'Jut Cmpnat11 Pfa&Sif l'N PN ( ,543j l29,244) (4,8&4) 5 ,364 
0250007 Pr•nAI tn,..aPrcp CJ.M~P\i:tl l ,.594 11 103,574 9 
&2-50010 Frg Ben loulng- 'Nof'll.,. C~p ( 9,059) (42,639) (4,693) (1,526 
9~0 e~»'~ .. P~& e•"e~~ts 1.270 1,270 0 0 
92<10001 E«*t I Pttni E:ntP P\lb-SIII.,_ 3,853 1,305 1,514 835 
02110002 Pet'lliDn & Group ff'IS ~"*" .4.532 7,981 5,708 1143 
92t0003 Pei'IIIOnPIM 1,2p7,515 573,403 565,710 88,402 
II01iOOOO G,foup llta lnt:llflnee ?ferTWmt ~.259 15,529 20,206 2 .524 
!1260005 GtouJ) MlldiCII fn• Ptt1!!NI"rr 1,~4,560 643,648 477,954 102,ne 
11760006 P+r,trcad E:tatttna~n. 1 0 0 1 
!17ro007 GrQC~P l..-T Dt•bl•tv tnt Ptem J3.820 2 ,023 1,509 287 
9260009 G!OUO 0.~ l""'fltl(:e P11m r 413 38,399 26,269 4 ,748 
02E0010 ltliiNI'ID Adml!'lt'&J/110, &p 42 16 25 2 
11760012 E.nlpkJVM Adtvit .. 761 138 224 399 
9~1· EdUUCOf\ll A1111~• Pfnts 450 450 0 0 
112e0021 Pot.trf111etnen\ ~nt!ft• • O.PEB (~8.,445) (436',161) (421,827) (60,656) 
80160011 Stw"'S AMI Cont'lbuOont 1,900 214,531 306,691 20,678 
92Ql036 Oefetted Compenu•c!'l 1,958 1,956 0 0 
52t<OGJ7 Su~1mt~ p.,.,.,... 60 60 0 0 
!rniOOOC SF"AS 112 Pott.mplotmerrt a.M ~ 7,616 0 417,816 0 
!R61l~C Ftg 8~ LoaOn;'" Pe:,.,On (2 ,610) (181,930) (40,1184) (11 ,866) 
92G0051 Ftg 84f'! l om!'lo ~ Cfp hw ( 1.102) (270.810) (48,380) (22,551) 
11760052 Frg S.n loadlno . s.v,ngs (1 ,396) (95,720) (47,545) (10,133) 
0260053 Ffg &en \..OMI'IQ • OPE$ ,072. 67.2fj7 16,226 6,578 
11260065 lntfn:10Fnn~·O:ttt1 Uu t 0,113) (S0,310) (206,659) (33,073) 
92<!0057 Post''' &tn Mtc:tc::ar• SYbltctt I ,818 62,297 87,608 5,910 
~ F'tg Ben laiGinQ ... Aco-u.l ( ,025) (59,093) (23,060) (3,872) 
52.60060 All\Oit•Polt Rftrerm- S.n-"t .103 21,597 11,868 2.639 
9170000 Ftancb>M ·~Jfetr!e..cb ,749 3-4,749 0 0 
52&COOO Rt~l'oly Cof'YT\11\Ion Exl> 6,728 2,354 2,663 1,511 
.Q'2!Q001 Re9'd~taty ComiNtllOn Exp..Acion 14 6 3 5 
9280002 Regi,A1toty COM4'r'ltllo10n &f>(:Me 5,088 3,751 18,&46 2.491 
9301000 Gtne~"M Ntve,ttlwng Ea.l*'!us &48 298 382 187 
930100! NtwtptPff AOiC111WtD ~CI: 1,187 418 507 282 
~301002 R'ado Sl•on AdtercstnQ Time 15 5 7 3 
8')01010 P ...... 1y 1,690 599 724 !166 
9301012 Pun~ Optuon SWVeyt: U38 14,237 0 
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041D1Tl01411:05 

9:301015 

9>02000 
no2003 
9'>02004 
1301:45a 

9>10001 

!1310002 

1111005 

4116000 

• 265009 
4265010 

C210009 

5100000 

5110000 

5120000 

51201126 

5130000 

5l40000 

561!0000 -5691000 

5692000 

5693000 

5700000 

5110000 

5720000 

snoooo 

5900000 

5910000 

5920000 
5930000 

~930001 

5930001 

5930010 

5940000 

5950000 
5960000 

51170000 

INCOME STATEMENT 

Loyoot:Gl.lllllt 
.......... , QLAc:a RC lila-., Ul\b: RfatONAt..A. CONS 

Ol.her co,.,•• ec."'"' &p 
Mite Gtntrtl &pen• ... 
Co(pot•e & F'tsell EllpenNI 
A~•ea!M O.VtiOplbfrnof\111' ~p 

AEPSC NOn A."bled e.pv\MS 

R.,.. •Rt>IP!_,., 
A..u • PN~of\11 Property 

Aclmlnlstrollon & Glnoral 
AeaftanE~I'II• 

Accnollon 
Glln From CAt'*"on Of Plant 

Lo .. /(Galnl on U1l.II!Y Plon1 
Auo< au. ow. -'-at.n• Sc:id 
Al,.c-.....~HIIE>p 

A .. ocl- Buslneso Dollolopmen1 &poniiH 
Goln on DlsposMion of Property 
Lou on Dlapoolllon of Property 

lou(Galn) of Sole of Property 

fat(OfadC.U.t~Eap ... ~l 

Foci c .. tNR·S.d O.bi• .AIIit 
Opr EliJI and Factorad AIR 
W.aler H .. lers 

Soo• & So.N~H. CWb Dun 
Elcpense of Non-utility OperUion 

MoKNon-Op&p- -oe 
Mise NonOp Expenses. NonAuoc 

Ot»Mti'CM 

Donation Con11tbutlont 
p.-.. 

Provision for PonalliiS 
Ovte&~~¥tbl't 

ClYte & Polltfcol Aclfvltfa 
QM, O.duc$ans • Non.ac 
ONCIMeJO" ,.Tr&nlli~CO'Itl 

Other O.lluctlons 
Shutd"""' Cool Company ESJ~onau 

All OtiMir Open1Jonol Elcpenaea 
Operotio,al ESJ~onua 

.,_..nl S\IPif' Eng~net~"ftQ 
,..,l'r\eMf\Oid~ft 

M&trrteNnce f:I 9CI!MI PlAn& 

M6Cnt Of -8ff PI! E:nwrontntncll 
Mllln~MIIee at Electnc Aent 

.MIIMenii'IU d Mtlc st.•m Pit 
Slum Genenollon Mlln1onanco 
Nucl .. r Go-.llan Maintenance 
Hydro Glruorallan Maintenance 
other Genetall~>n Molntlna.nce 

MamtSu,pw-& £19neeNng 
MIWI~nce d S1Ndtnt 

~of Computer turO...r• 

Maurt of 0omp&M.I Sof'Welt 
MM1 of comrmhlc:.t\on Equ.p 

Mutof~M'Oh£qul~ 

MtJ'Iteftenc:f; o( Ovf'l'tlt«t LiCitS 
M• nt of Undl1g:ound lJnn. 
MNt Of Mitt Trn.mst.'On AI 

Tnnsmlulon lolllntenonce 
M..m~&.£nQ!neenl$ 

MlinteMnce ol Struc:lUfa 
Mar:ntoiS1.gn£~ 

~lef\i;ru::. (If Ov~~--d l,.tne:t. r, .. .,.,_c..,.oi 
M&i"t Ofh Unn Sum E.'llp-Ov\Jnd 
S\MM EtpottM Amoi'Ql.Jion 

Mlilnloll.Jt;ldl.rg!'ffUf\dl.Jnes 

M .. r!t of lilt l tnf,RP1of111.0v• 
M•m ot Son Lt htno • Slo\ol s 
U.nC.nance of t.lekf.-

- t 1nt Con 

GLS8CI16 
Ac:iuol 

YTtl Morlj 4 

4,587 
U85 
7,042 
1,123 

(0) 

f 
,706 

-4, ,317 
2 ,665 

,AS 
.005) 
,005) 

1,004 
3,066 

· ~,019 

~~::m 5 ,884 
ir.a,1o3 

7,131 
"',131 
3,287 

i 3,287 
1,830 

1 ",530 
~.1!60 
3,1160 
0,571 
ro.m 

47 
4.479 
4,52& 

t,q ~.311 
19,~ ~;: 9 

5 3,456 
4,8 ~,554 

30 
~ 5,837 
3 8.305 

1.t ro.•1~ 

1,517 
1,454 
5,880 
8,816 
8,185 

~:~ 155 
,897 
,174 
864 

r 8, .583 
,400 
,292 

1.j ,811 

~.357 8 1888 
4,807 
3,487 

P-e 

Kenlucl!y Powar Kentucky PDWtlr Kenluclly Powttr 
Compony - Distribution Compony - Genero!IOfl Compeny -

T<W~•mluloll 
110 117 110 

Actual Aetuol Ac:blal 

YTtl Mar 2014 YTtl MIT 2014 YTtlllllf 2014 

3,364 794 410 
27,292 27.962 19,132 
3,060 13,518 48.4 
1,099 0 23 

0 (0) 0 
25,408 0 0 
37,471 18,333 2,902 

1,177,119 2,491,157 597,171 
0 239,665 0 

239,185 
(1,005) 0 0 
(1,005) 
21,004 0 0 
14,728 47 8,292 
35,730 47 8,2.112 

235.939 0 0 
528,684 0 0 
7112,60J 

9,229 12.100 5, 798 
9,221 12,101 5,7!16 

518 2,424 328 
516 2,424 326 

81,560 54,388 5.703 
81,5110 54,361 5,703 
18,186 24,097 11,377 
11,181 24,0117 11,377 
25,884 28,889 15,838 
25,1114 21,tltl9 15,138 

12 27 7 
0 4A79 0 

12 4,607 7 

177,970 126,370 39,041 
11,007,111 10,082,788 1,760,1199 

0 950.230 0 
0 533,456 0 
0 4 .802,554 0 
0 30 0 
0 905,837 0 
0 378,305 0 

7,570,411 

0 5 21,512 
0 0 1.454 

27 21 5,632 
884 0 75,952 

0 0 6,185 
18,1U 0 219,187 

(461) 0 335,132 
0 0 155 
0 0 89,897 

18,545 26 755,104 
656 (1) 9 

4 ,006 0 828 
216.528 43 9,958 

8,186,!158 2,802 1,024 
86 . .WO 0 0 

1,292 0 0 
1.174,811 0 0 

28,357 0 0 
16,688 0 0 
14,807 0 0 
22,385 0 1.082 
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American Electric Power 
Pege7 

INCOME STATEMENT Kentucky • KentuckyP..-r Kantuc:l<yPower Kentucky P..-r 
tnt Cons Company • Dloblbutlon Company • Genendon Company-

GLSI016 Tronomloslon 
Yrol!lor201<1 GLS801 110 117 110 
IWII71201411to5 Actual Acluol Actulll Actval 

I.Joyaut:OUIOII 
ooa V201«Jl-l1 ...... ...,1: CII.JICCT SEC ... -. U•lb: REGIOICALA_C:ONS YTDMu2 4 YTDMar2014 YroMar2014 YroMar20,14 

S9110000 Mwnl of~ DllmtM!ol\ P!l 15.645 55,008 0 637 
Dlotnbutlon Mt.ln1ananc:e ··~ 1,731 

9,105,755 2,1144 13,331 
9J!i0<10) ~"''of SltloiCNrH • o.tm.d tS,473 73,593 (159) 2 ,040 
11350()()2 Mam1 of S'lrudv•n l ... ~ 

~·~ 
11,511 (0) (0) 

9350003 Malnt of PJP'T)' H!td Ftute Uu 22 ~66 17 
Dl50006 Matnt of Catr'HII E~prntnC 13 13 0 0 
9lS®12 ~!1'11 ot Oat• E~:pne-"1 

1 ,;:: 
0 344 0 

1350013 ~m~ o1 Cmmnc:all:m Eq.Unllll 185,917 16338 0 
9l50D1S ~·nc of O!flee FutMU.te & Eq 2 ,2.64 96,482 109,782 0 
Gl!IOQi9 Mlitnt of Gert Plat!1•SCADA Equ 78 78 2 0 
9J50024 Mttnt of 0.-...AAt ccrnm Equ•p 

t...: 
8 0 0 

Adm"'l-on & Ganeral Malnltlf1ance 3<17,123 1Z&,n3 2,057 
All Oilier Maln1ananca Elcpanses . . 

Mllnltonan"" EJ<peno .. 11, 276 10,171,!122 7.191,154 no,4!1!1 
fotal Opel'llllonal and M-nanca El<penau ll, 7,530 21,17t,O:II 17,712,122 2,5l1,19t 

0040001 AmCifl oiP';anl 

~~ 
374,805 329,536 H2,198 ......,, .......... "" ........ ,654 0 0 9,854 

DDA Amottlullon 6,193 374,10$ 329,536 151,852 
oonooo R•~otY0•1111 2.,272 0 0 72,772 

DDA RaQU~atory Otblts 2.,272 . . 72,272 
DD~ Reg_ulalory C- - . 

Amottlzatlon r464 374,10$ 329,536 224,124 ._, 
Oepeo1ton &p 22, 19.405 8,320.992 13,889,804 2,178,810 

DDA Oepnoctttion 22. ~.405 1,320,992 13,689,804 2,171,610 
DCA STP Nuclear Oecaml!liiiOio"l"g I . - - . 

40)11101 Oep • ,._., R-..•fMnt 0~ 4 3,991 0 403,!1!11 0 
DCA Asset -rwrnent DbllgadoP ~ 3,991 . <103,ftt . 
DDA Removal Coots . . . 

Deprwclatlon 22,f ~396 6,320,992 14,093,795 2,1711,610 
Oepnoctttion and AmottlzeUon 23,~ 1,861 6,895,797 14,42l,:t30 2,402,73<1 

Fronchi .. T...,. . . . . 
406\00511 51 ... Gloa•R~ l•:t 5,942) 1 (5,943) 0 
C08fCDJt4 Stallt Gtou ~..c.p ru s,ooo 0 15,000 0 

Rwenu•kWIIrT .... I t,ose 1 9,057 . 
408!002 FIC; .. 1,] ,759 413,793 841 ,725 39,241 
•at tOOl Federa1 Unvnploym•nt Til 7,989 7,779 9,306 885 
4Daf007 Slate Uf\eftlp(oymtnl T». ,437 19,471 35,719 2 ,2.47 
o40St03) Fn~ 8Uief- lo..O~g-FICA ( 1.080) (175.258) (88,713) (19.109) 
~Gt10l" fnnoe BenrfJt Lo~ • FUl 

J!:441) 
(1,094) (239) (109) 

4061035 Fn~.S•ndtload.,g - SUT 065) (2.370) (4n> (218 
Payrall Taus 578 212,321 599,320 22,!137 

.t08102Dtt StltiiBu~ .. •Oc:tt!PTun =,143 0 993.143 0 
Capacity Ta,_ ,143 . 193,143 . 

llliO&f00$10 R .. l PcJSOtttf P1orxrty Ta)n l 131 
131 0 0 

f08t00512 Rut Pe.~.ot\'1;1 Pteperty T .. n 7 4,999 0 714.999 0 
•oet0051l Rtll Pttwu! Ptopttty Tun 2.5 7,910 1498,311 225.829 833,970 
40&1029tl Reai.Pe,. Plop 'ru..C., t.Aaft 11,042 792 88 182 
40&101914 Re.t1Per1 P1op TM..Cip l 1aet. 5,373 4,056 312 1,005 
coatO:JS1l Rd P1op Ta~·.Ca,p l,.usu r~·~73) (1A73) 0 (I 
_.O&Hl3G14 ~&II Plop TU·Cep l .. ~ 8,375 6,375 0 0 
<4061'00S1l ReJI Pmon.al ProPft'lf TP:et 

'·f 
2,418 0 11 ,133 

Pn>pettyT- ~.510,609 Mt,009 846,190 
oiCI81018 tl S1 Plibl: Sert COP!m r._~Fea j ·=~ 238,561 0 0 

Regulatory Faa 23$,561 -
Pn>ducllon Tuas . . . 

4D610t714 StUClRQot.trttonlu·f~ 200 20.0 0 0 
.t01101!Kl0 Slate S&lft aoct.Ut•T~H ~2,.470) (156.655) (17a,n5) (7,040) 
40&101912 State Salft a.na 'USe T ~n 

I ~ 
89,065 119,078 9,896 

4£:8101913 Stille Sales and Ute Tates 1,295 0 0 
.t0810191.t ~· Sal• and Vt• Tau• 4,387 4.387 0 0 

Mlseallaneou• Tun ( 1,589) (11,728) (5!1,8!17) 2,156 
Other Non-lnCOI!la Taxes t 1,589) (81,721) (59,897) 2,158 

TuM Other Than lncoma Tales 5;ID,Z7& 11147 765 2,412,831 172,613 
TOTAL OPERATING EXPeNS£5 17 ~- li.J22,5!1!1 3<1,dl,713 5,101,615 

,.,.,o; SEC Total Opeta5ng EJipoMe• 174, 19,875 158,220,576 141,585,ll89 5,806,615 

OPERA liNG INCOME 5I. 10.575 13750186 27 241 140 17 901.2411 
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.. 101001 
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41 11001 
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INCOME STATEMENT 

...... UC:OI.SIDII 
_5£!: -~•-IMito: IWOIONAIJLCONII 

L OL OPERA T!iiG lrJ CO r1E , l EX YEfJSES , 

IrA & Ort!dtnd Inc • Nonasoc 

11~.,..,, a Dlvldond NonA!IIIlatod 
Infer at Ire: • Alltoc: NCJn C&P 
' nltJe:t1 tncDm• .. Astot' cep 

lnt.,..t a Dividend AmUomct 
TotallnUrut a Dividend Income 

Clt~gel\argn 

lnterost a Dlllldend CMrytno Cllorga 

AFUOC 

Memo. Tolllf lmr.est A 0/liiJsltd lncomt~ WI call)'lng 
AM.w 01!\ Fnda u.o Omg c..., 

Goln on Dfwpollllon of Equity lnlintmon!l 
Jntereat un Flo!B 
lnterewtLTDJPC 

IM•J .. t Elp .. Auoe Non-CBP 
lntereat L TO N- "-Yable • A!IIAatad 
lntlrllt LTD Nof .. Payolo • NonA!IIIIoted 
lnt-t LTD Dob.-s 

lnt on l.lQ .. Stn Ut\MC: Noett 

Jntenost LID Stonlor Unsocu,.d 
PCRB lnMrnt&p.~ 

lnterowt LID Other· Aim 
lntanLTO-~rllD 

lnterut LTD Other· NonA!III 
lnta,..t on Long-Torm Debl 

lnl to AMOO Co · CUP 
lntolftt sro. Ami 

LHtn OfCr«tt 
Jnt.,.wt SID - NonAIIII 

II'Uiftt on Sllott Tenn Debt 
Alrtrtl OloC:fi~U~Sn ~c Ndl11 

Amort of Debt Dfae. Prom a &p 
Amra lou. A~fed O.bl'.(blm 

Amort Loss on R .. cqulred Debt 
Amort Goln on Rlocqtl!rod Deb! 
Other lntarowt • Fuel ReCOYtlry 

Other ~f'fKI E,lipt"Ma 

l/'11ern.t en C.usto~MT Of~ 
lnttteM &p.fSf .. Sttte T&ll 

Other lnle""t • NonAmt 
Ot!let lnle""t EII-I · Alii! 
fnle~e~l Rote Hedge un,.allzed (a.lni/LOI~ 

Abi8UWtd Fra Uwd CMtr-Gf 

AFUDC.SolniW&d Fundi 
Totallntlrllt Ch 
INCOME BEFORE INCOME TAXES end EQUilY EARioiiNGS 

HI f1 f- r ., ,. .... '- Jr ,, .... .J II ! ( j.._ I ;;:;.• Jl 

lneo"'a Tun.Uot·F~ 
Inc Tu., Qh lnc:&~F<ederel 

Fede!'ll Curront Income Til< 
Pfo-J Df'fiiT\JtloJOpk'!c.-Fed 
PtOit Oef liT Ott'! i&O • Fe<k'f .. 
PtVOI'fl/f-Cf~ Opltte>Ftd 

PN Oef In •CI o:l'l llo.Ft'd 

Federol Def8mld Income Tu 
lTC Adt t..ltMy OPt' - Fe.:! 

Federol lnvKtment T111 Credlts 
Foderallneome T-

lf'I(!OIM r .. u UOt - Sate-

lncTu Olh lnc:Oed • Stltt 
Still CUMn! Income Tu 

p,. OeJIIT,C,WOpr..,SIIIe 

Shrill Dlflmod Income Tu 
State ln~~Utment Tax c,.dtu 

State lncomeTuas 
Local Cumtnllncome Tu 

3 ,193 
3,113 
4,025 
9,270 
3,2!15 
&,418 
8 ,441 
&,441 

2,928 

.en 
,6n 

4.025 
4,025 

~,139 
,139 

9, .340 

r270 
0,270 r: 1,944 

i 7,797 

' 7,197 11..412 

I 1,41~ 

14, ,982 
,; 1,627) .. r 11,1 J 1sn 
1 ' 11!6 

(14, 6,142) 
,388) 

2,E.01. 
~.010) 

A ,0101 
11, 0,331 

2, ,946 
1,525) 

2, ,421 

(~ ,1160) 
, , 2,11~ 

541 

PageS 

Kentucky Power Kentvd<yP- Kentucl<y Po,.,.r 
Company· Dltlllbutlon Company· G....,.tlon compony-

Tronomlsolon 
110 117 110 

Ac:IUtl Actuol Ac:IUol 

YTOMer2014 YTOM.r2014 YTOMar2014 

4,316 (1,076) (47) 

4,31& (1,076) (47) 
4,025 0 0 
1,121 (25,373) 33,523 

5,145 (25,373) 33,513 
9,411 (26,450) 33,.476 

0 0 16.441 
16,441 

9,411 (26,.450) 49,917 

131,006 925,993 399,4511 
131,006 925,993 399,451 

104,341 n,222 80,937 
104,341 n;z:u 10,937 

3,378,536 2,500,435 2 .820,705 
3,371,536 2,500,435 2.620,705 

4,025 0 0 
4,025 

728,738 (6.597) 0 
728,731 (6,597) 

4,213,631 2,571,010 2,701,142 
757 74,881 (65,348) 
757 74,161 (65,341) 

80.840 90,353 17,481 
80,140 90,353 17,411 
81,597 185,213 (47,167) 
41,823 34,653 31.320 
4&,123 34,153 36,320 

3,757 1,8011 2,850 
3,757 1,106 2,150 

20,228 27,152 4,328 
6,9&9 0 0 

545 523 27 
27,762 27,175 4,353 

a.539,306 6,444,252 4,371,404 
(109.640) (59.649) (12.338) 

3,429,666 6,314,103 4,359,0&6 
1,728,942 14,330,081 1,058,355 

93,813 42,806 17,547 
(2. 187, 183) (12.415.735) (373,245) 

0 (20,388) 0 
(3&1,407) 1,93&,714 700,55& 

(3.780) (5,778) 11-4.452 
(3,710) (S,T71) (14,452) 

3,059,479 8,315,511 5,045,270 
462.157 1.288,765 758,023 
(19,030) (10,353) (2, 142) 
443,127 1,276,;412 753,811.2 

0 (152,810) 0 
(152,810) 

443,127 1,113,532 753,112 

H;'GL.'IMK Team\RegulalOry & Govern~ ReJ)OIISIKen!Udly PO'Mir Monthly Report KPSC\2014120\4 03 Man:n\Pg 1 • 9 Income Sta1Bmonl2014_3 GL.S8018.xl$ 
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Amerlc:an Electric Power 'I Pago9 

INCOME STATEMENT K~r KeniuckyPoWer Kentucky p_., K<mtuckyPoWer 
lnteon. Company. Dlatrlbutlon Com.,.ny. Gen11111llon Com.,.ny-

GLSI011 

GLSID~~ 
Trulsmlulon 

YTDMIII'2014 110 117 110 
OMJ7Q01411.0S Actu.l A dual Actu~ Actual 

u,ou·tCiil...S*»tl 

YTD MIII'_J4 018 V2014431 -CIIJCCT a£C a..-. U.b: Af010MI.A CONS YTD MIII'2014 YTDMar2D14 YTD Mar2014 
I 

Lo .. l Dtll- Income Tax . . . . 
Lo .. ll,...ltment Tax Cnocftb . . . . 

l.GQIIncome Tun . . . . 
Foreign Cumtnt Income Tu . . . 
Foreign DefiHTIId lncoma Tax . . . . 
Foreign lnveatment Tax Cradtts . . 

Foreign Income Ta ... . 
Tobl lncome T.,.aa 11.t ~.171 3,502,106 !1,439,121 5,7,,152 
ECI<MY Eamlnaa of Subs . . . . 
INCOME AF"IER INCOME TAXES and EQUITY EARNINGS ::12. no 8013070 1LJe3.171 10071 543 

Dlaconllnued Opantlona (NIIt of Tax .. ) . . . . 
Cumulative El'lect or Accounting Chang .. . 
ExtnoordlnWY Income/ C&PenHal . . . 
NET INCOME 32. 77110 6 013070 16 3t3176 10 071 543 

Mlnonty lnleraat . . . . 
P,.,.rred Stock Dividend Subs . . 

Eemlnaa to Common Sh.,.,..,lderl 12. 17.790 6,013070 11393176 10071543 

! 
NET INCOME CLOSS) NODE befont PS 32,1 jrT. 7110 6,083,070 1&,3!13,176 10,071,543 

Oo\lbl• ChiiCk an Nllf lncxne Nodldet PS . (0) (0) . 

Rae:Mrd s.ctlon 

Page9ol22 H.'GLUMKTeam\Reoulatoty & Govem,....l Reports\Kenluc:ky Powe< Mot1111Jy Report KPSC\201~12014 OJ Mardl\Pg 1 • 9 Income Stal8me~l2014 3 GLS8016.xls 
It -
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AMERICAN ELECTRIC POWER COMPANY 
BALANCE SHEET 

GLS8216 
YTD Mar2014 
0410812014 12:52 

098 V2014-03-. 
l.lyo11" Gl.SU11 

A<:count: OI;.,ACCT SEC Bualnua Unit: AEOIONAL. A CONS 

"':JSETS 
Cash and Cash Equivalents 
Other Cash Deposits 

Customers 
Accrued Unbilled Revenues 
Miscellaneous Accounts Receivable 
Allowances for Uncollectible Accounts 

Accounts Receivable 
Advances to Affiliates 
Fuel, Materials and Supplies 
Risk Management Contracts - Current 
Margin Deposits 
Unrecovered Fuel ·Current 
Other Current Regulatory Assets 
Prepayments and Other Current Assets 

TOTAL CURRENT ASSETS 

Electric Production 
Electric Transmission 
Electric Distribution 
General Property, Plant and Equipment 
Construction Wortt-in-Progress 

TOTAL PROPERTY, PLANT and EQUIPMENT 
less: Accumulated Depreciation and Amortization 

NET PROPERTY, PLANT and EQUIPMENT 
Net Regulatory Anets 
Securitized Transition Assets and Other 
Spent Nuciear Fuel and Decommissioning Trusts 
Investments in Power and Distribution Projects 
Goodwill 
Long-Term Risk Management Assets 
Employee Benefits and Pension Assets 
Other Non Current Assets 

TOTAL OTHER NON·CURRENT ASSETS 

TOTAL ASSETS 

Accounts Payable 
Advances from Affiliates 
Short-Term Debt 
Other Current Regulatory Liabilities 
Long-Term Debt Due Within One Yur Non-Affiliated 
Long-Term Debt Due Within One Year· Affiliated 
Risk Management Liabilities 
Accrued Taxes 

Kentucky Power 
lntConsol 
GLS8216 

YTD Mar2014 

1,063,586,4 
510,961,5. 
698,685,3a. 
477,716,350 
139,320,829 

2,890,270,5~' 
(962,784,d } 
1,927,485,6~ 

214,764,7? 

2,880,4~ 

13,804,3~ 

14,612,1 

246,061,71 

2,322,141 48 

68,640,~, 
49,404,0 

• • • 
905,2: 

26,181,5 ~ 

Page 10 

Kentucky Power Kentucky Power Kentucky Power 
Company- Company • Generation Company-

110 117 180 

YTD Mar2014 YTD Mar2014 YTO Mar2014 

0 0 
0 

687,745 
0 

8,443,367 
0 

9,131,112 
0 

2,599,148 83,077,591 897,322 
14,088 4,262,725 0 
17,341 2,346,909 0 

0 10,593,646 0 
0 0 0 

2,794519 336,436 100 936 
17,617,977 175,7&0.979 10,129,371 

742,827,851 1,495,184,137 507,408,292 
0 0 0 
0 0 0 

199,571 4,169,386 1,160,479 
15,480,023 85,725,645 38,115,151 

758,507,445 1,585,079,168 546,683,922 
(236,221,890) (558,671,058) (167,891,91 0) 
522,285,555 1 ,026,408,110 378,792,012 
102,706,513 56,435,208 55,623,052 

0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 2,880,433 0 

(1,001,421) 14,495,630 310,125 
5,988,477 5,520,971 3,102,730 

107,693,569 79,332,242 59,035,907 

647,597100 1 281,501 ,330 447,957,290 

62,857,638 57,069,657 3,627,671 
(7,307,715) 184,024,952 (127,313,180) 

0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 905,269 0 

8,906,434 5,288,158 11,986,940 
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AMERICAN ELECTRIC POWER COMPANY Pll9e 11 

BALANCE SHEET Kentucky Power Kentucky Power Kentucky Power Kentucky Power 
GLS8216 lntConsol Company - Company - Generation Company-
YTD Mar2014 GLS8216 110 117 180 
0410&120H 12-52 

LJoyolll : OL$1211 

098 V2014~3-. Account OLflCT SEC Buslllua Unit: REGIONAL A CONS YTD Mar2014 YTDMar2014 -YTD Mar 2014 YTDMar2014 

Memo: Property Taxes 13,752,9t 6,242,232 3,671,765 3,838,998 
Accrued Interest 5,639,6 ~ 2,222,536 1,709,003 1,708,073 

Risk Management Collateral 693,5 ~ 0 693,570 0 
Utility Customer Deposits 24~95.1 24,595,002 0 0 

Deposits - Customer and Collateral 2~208,5 ,1 24,595,002 693,570 0 
Over-Recovered Fuel Costs - Current 0 0 0 

Dividends Declared 0 0 0 
Preferred Stock due WIIN 1 Yr 0 0 0 
Obligations under Capital Leases - Current 1,019,61~ 492,593 379,982 •147,040 

Tax Collections Payable 2,711,1 2,476,239 228,222 7,481 
Revenue Refunds - Accrued 1,378,9 0 259,350 1,119,596 
Accrued Rents - Rockport 0 0 0 
Accrued - Payroll 1,898,7 t 723,224 1,085,294 90,240 
Accrued Rents 1,2~ 1,222 0 0 
Accrued ICP 

~::::~ 
789,133 1,021,781 66,046 

Accrued Vacations 2,213,008 3,204,679 266,581 
Mise Employee Benefits 1,356, 463,530 876,626 16,484 
Payroll Deductions 223,8 98,693 110,732 14,432 
Severance I SEI 0 0 0 
Accrued Workers Compensation 755,5 315,942 400,180 39,452 

2530022 Customer Advance Rece1pl!t 1.116,5 1.116,519 0 0 
Customer Advance 1, 116,5' 1,116,519 0 0 

242051 l Control Cash Disburse Account 797, 797,341 0 0 

Control Cash Disbursement Account 797,31 797,341 0 0 
JMG Uability 0 0 0 

2420088 Econ Development Fllnd Curr 291.2 0 291,250 0 
2420512 Unclaimed Funds 4,3'1)1 4,371 0 0 
2420542 Ace Cash Franchise Req 93,:: 93.842 0 0 
242059214 Sales Use Tax- !.ease Equip 104 411 75 
2420643 Accrued Audit Fees 118,3~ 30,912 68,066 19,398 
2420656 Federal M"lgatlon Acau (NSR) 554,3211 0 554,326 0 
2420664 ST State MHigation Oef (NSR) 246;11 0 246,141 0 
2530050 Deferred Rev -Pole Attadlments 196,11 196,118 0 0 
2530112 Other Deferred Credits-Curr 269,1 47,559 221,616 0 
2530124 Contr In Ald of Constr Advance 85,4 85,471 0 0 

Mise Current and Accrued liabilities 1,859,6~ 458,378 1,381,810 19,473 
Current Other and Accrued liabilities 19,661,6 9,453,229 8,568,676 1,639,785 

Other Current Liabilities 20 6813 9,945822 8,948,658 1,786 824 
TOTAL CURRENT LIABILITIES 196,741,0~ 101,219,716 258,639,268 {108,203,671) 

Long-Term Debt- Affiliated 20,0DG,~ 7,949,800 5,883,600 6,166,600 
Long• Term Debt- Non Affiliated 730,000, 210,669,700 355,915,400 163,414,900 
Long-Term Debt - Premiums and Discounts Unamort (56-9,6 ) (226,428) (167,578) (175,638) 

Memo - LTD NonAffiliated and Premiums 729,430,3 210,443,272 355,747,822 163,239,262 
Long-Term Risk Management Liabilities - Hedge 

1,702.J 
0 0 0 

2440002 l. T unreal Losses - Non Affil 0 1,702,636 0 
2440022 L1T Liability MTM Collateral 172.79~1 0 (72,795l 0 

Long-Term Risk Management Liabilities - MTM 1,629,8~1 0 1,629,841 0 

' 
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AMERICAN ELECTRIC POWER COMPANY Page 12 

BALANCE SHEET Kentucky Power Kentucky Power Kentucky Power Kentucky Power 

GLS8216 lntConsol Company- Company • Generation Company-

YTD Mar2014 GLS8216 110 117 180 
04101!12014 12 52 

Layout : OLSI%15 

098 V2014.03~ Al:oounl: GL. ACCT SEC Bua!Mu Unit REGIONAl.. CONS YTD Mar2014 YTDMar2014 YTD Mar2014 YTD Mar2014 

Long-Term Risk Management Liabilities 0 1,629,841 0 
Deferred Income Taxes 168,270,620 269,533,856 118,594,097 
Deferred Investment Tax Credits 20,385 32,050 49,303 
Regulatory Liabilities and Deferred Credits (31,327,667) 62,005,705 (6,289,884) 

Memo- Reg Uab and Def lTC (31,307,282) 62,037.755 (6,240,582) 
Asset Retirement Obligation 61,824 20,526,476 0 
Nuclear Decommissioning 0 0 0 
Employee Benefits and Pension Obligations 

::::::11 
3,046,042 4,606,924 101,145 

Trust Preferred Securities 0 0 0 
Cumulative Preferred Stocks of Subs - Mandatory Rede 0 0 0 

Obligations Under Capital Leases 1,288,271 1,488,252 473,098 
Def Credits- Income Tax 681 ,409 361 ,821 277,000 42,588 

2530114 Feder! Mitigation Oefera~NSR) 1,110.~ 0 1.1 10,644 0 

Def Credits - NSR 1,110,, 0 1,110,644 0 
Customer Advances for Construction 113,6, 113,681 0 0 
Def Gain on Sale/Leaseback 0 0 0 
Deferred Gain on Sllle and leaseback - Rockport 

6,j 

0 0 0 
Def Gain on Disp of Utility Plant 0 0 0 

2530000 Other Deferred Credits 0 6.303 0 
2530067 IPP - System Upgrade Credits 21o.ggp 0 0 270,997 

2530092 Fbf" Opt lns-ln KJnd Sv·Ofd Gns 155,31~ 155,314 0 0 
2530101 MACSS Unli;lel]tified EOI Cash 4$ 463 0 0 
2530137 Fbr Opt lns.Sold-Oefd Rev 99,78~ 0 0 99,785 

Def Credits - Other 532,1 155,777 6,303 370,782 
Total Other Deferred Credits 646,5 269,458 6,303 370,782 
Accumulated Provisions - Rate Refund 0 0 0 
Accumulated Provisions - Mise 873,7 0 873,750 0 

Other Non-Current Uabilities 6,561, 1,919,550 3,755,948 886,467 
TOTAL NON-CURRENT LIABILITIES 1,366,853,0 360,383,827 723,722,223 282,746,989 

TOTAL LIABILITIES 461 603 543 982 361490 174 543 318 

Cumulative Pref Stocks of Subs- Not subject Mand Raden 0 0 0 
Minority Interest. Deferred Credits 0 0 0 

Common Stock 22,404,049 10,287,603 17,758,348 
Paid In Capital 106,025,371 327,394,246 84,039,836 
Premium on Capital Stock 0 0 0 
Retained Earnings 197,238,71 57,646,194 (32,0B&,9n) 171,679,441 
Accumulated Other Comprehensive Income (loss) (6,600,79 ) (82,058) (6,455,087) (63,652) 

TOTAL SHAREHOLDERS' EQUITY 758 547 3 185,993 557 299,139,840 273,413,973 

Memo: Total Equity 758,547,37 185,993,557 299,139,840 273,413,973 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 2,32~"'11 647,597,100 1,281 ,501,330 447,957,290 

out-of-balance 0 0 (0) 

ReMrved Section 
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AMERICAN ELECTRIC POWER COMPANY 
GLA8216N 

YTD Mar2013 
CWOB/2013 14;22 

098 V2099-01..o 

BALANCE SHEET 

Llyout: GI.AIZ11V 

A<:couflt: GI._ACCT !IEC Buolneu Unll: REGIONAl. A CONS 

-"SSETS 
Cash and Cash Equivalents 
other Cash Deposits 

Customers 
Accrued Unbilled Revenues 
Miscellaneous Accounts Receivable 
Allowances for Uncollectible Accounts 

Accounts Receivable 
Advances to Affiliates 
Fuel, Materials and Supplies 
Risk Management Contracts . , Current 
Margin Deposits 
Unrecovered Fuel • Current 
Other Current Regulatory Assets 
Prepayments and Other Current Assets 

TOTAL CURRENT ASSETS 

Electric Production 
Electric Transmission 
Electric Distribution 
General Property, Plant and Equipment 
Construction Work-in-Progress 

TOTAL PROPERTY, PLANT and EQUIPMENT 
less: Accumulated Depreciation and Amortization 

NET PROPERTY, PLANT and EQUIPMENT 
Net Regulatory Assets 
Securitized Transition Assets and Other 
Spent Nuclear Fuel and Decommissioning Trusts 
Investments in Power and Distribution Projects 
Goodwill 
Long-Term Risk Management Assets 
Employee Benefits and Pension Assets 
Other Non Current Assets 

TOTAL OTHER NON-CURRENT ASSETS 

TOTAL ASSETS 

L AB L T E.) 

Accounts Payable 
Advances from Affiliates 
Short-Term Debt 
Other Current Regulatory Liabilities 
Long-Term Debt Due Within One Year Non-Affiliated 
Long-Term Debt Due Within One Year- Affiliated 
Risk Management Liabilities 
Accrued Taxes 

Kentucky Power 
lntConsol 
GLA8216 

YTDMar2013 

4,948,52 

I~ 
2,379,5~· 
8,009,3 t 

Page 1P 
Kentucky Power Kentucky Power Kentucky Power 

Company· Company • Generation Company-
110 117 180 

YTD Mar2013 YTD Mar 2013 YTD Mar2013 

861,534 0 0 
0 0 0 

13,482,971 4,091 ,752 1,055,635 
1,794,374 0 0 
2,743,314 44,873,562 7,957,707 

9,818 0 0 
18,010,84i 48,965,314 9,013,342 

0 0 0 
2,359,582 66,420,635 813,829 

28,542 4,593,344 0 
28,871 1,787,920 0 

0 16,631 0 
0 0 0 

1,352,492 2,259,306 1il7103 
22,641,862 124,043,149 9,934,275 

709,207,245 569,045,511 495,293,305 
0 0 0 
0 0 0 

0 
0 

1,863 4,946,660 0 
0 0 0 

4,964,041 37,909,133 2,663,394 
126,895,966 78,995,206 58,834,125 

651,647 58 549,093,092 430,438,431 

57,310,545 28,988,274 3,847,150 
7,690,423 118,489,582 (115, 140,755) 

0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 2,379,578 0 

5,062,148 (4,092,274) 7,039,519 
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AMERICAN ELECTRIC POWER COMPANY Page1:1 

GLA8216N 
BALANCE SHEET 

Kentucky Power Kentucky Power Kentucky Power Kentucky Power 
lntConsol Company- Company- Generation Company-

YTD Mar2013 GLA8216 110 117 180 
lW/01112.013 14;22 

IA.Y<>ul : GI.AU11V 

098 V2099-01-l Account: Gl. ACflT SEC II-Unit: REQIONAI.,_A_CONS YTD Mar 2013 YTD Mar2013 YTDMar2013 YTOMar2013 

Memo: Property Taxes 10,711 ,3~ 4,354,858 3,160,148 3,196,349 
Accrued Interest 5,575,1'JP 2,250,925 1,546,819 1,n7,431 

Risk Management Collateral 146,5~ 0 146,524 0 
Utility Customer Deposits 23,811 ,14 23,811,141 0 0 

Deposits - Customer and Collateral 23,957,"t 23,811,141 146,524 0 
Over-Recovered Fuel Costs - Currant 0 0 0 

Dividends Declared b 0 0 0 
Preferred Stock due W/IN 1 Yr b 0 0 0 
Obligations under Capital Leases - Current 1,351 ,6& 875,208 243,021 233,462 

Tax Collections Payable 2,105,2~ 2,068,130 26,974 10,135 
Revenue Refunds - Accrued 3,704,8() 1,635,430 14,537 2,054,838 
Accrued Rents - Rockport 0 0 0 
Accrued - Payroll 1,005,111 623,881 273,146 108,086 
Accrued Rents 1,41 1,418 0 0 
Accrued ICP 596,3 406,758 134,344 55,280 
Accrued vacations 3,504,6 2,128,390 1,003,130 373,141 
Mise Employee Benefits 1,998,3 1,029,209 827,794 141,358 
Payroll Deductions 147,6 86,868 43,522 17,307 
Severance I SEI 1,4 1,425 0 0 
Accrued Workers Compensation 461, 332,154 108,672 20,508 

2530022 Custo~er Advance R.,cetpiS 1,651,2 1,851 ,235 0 0 
Customer Advance 1,851,2 1,851,235 0 0 
Control Cash Disbursement Account 401,5 401,529 0 0 
JMG Uability 0 0 0 

2420512 Unclaimed Funds 3 ,657 0 0 

2420542 Ace. Cash Fr11nchise Req 100,235 0 0 
242059213 Sales Use Ta~ - Lease Equip 4,5 u ss 145 3 ,240 
2420643 Acc.rued AUCIIt Fees 84,7+ '37,045 25,216 22,500 
2420656 Federal Mitigation Acc.ru (NSR) 376,7 0 376,794 0 
2420664 ST State Mltrgatlon Del (NSR) 424,41)4 0 424.404 0 

2530050 Deferred Rev -Pole Attachments 202,01t' 202,064 0 0 
2530112 Other Deferred CrerfltS-Curr 1,014,} 26.678 987,973 0 

Mise Current and Accrued Liabilities 2,211 ,1 370,854 1,81·4,532 25,739 
Current Other and Accrued Liabilities 17,990,3 , 10,937,280 4,246,649 2,806,392 

Other Currant LlabllltJes 19,342,0 11,812,488 4489,671 3,039,853 
TOTAL CURRENT LIABILmES 110,277,2 107,937,669 151,948,173 (99,436,802) 

Long-T ann Debt -Affiliated 211,000,1 6,907,200 7,335,600 5,757,200 
Long-Term Debt- Non Affiliated 530,000,0 197,753,600 176,839,800 155,406,600 
Long-Term Debt- Premiums and Discounts Unamort (736,3 ) (274,754) (245,697) (215,918) 

Memo - LTD NonAffiliated and Premiums 529,263,63 197,478,846 176,594, 103 155, 190,682 
Long-Term Risk Management Liabilities- Hedge 23,2~ 778 22,519 0 

2440002 L T Unreal Losses - Non Ani I 2,767,81,;z 0 2,767,872 0 
2440022 UT Uabillty MTM Collateral IHiM$11 (595) ll6Q.A941 0 

long-Term Risk Management Liabilities - MTM 2,606,7~t (595) 2,607,378 0 
Long-Term Risk Management Llablfitles 2,630,0 183 2,629,897 0 
Deferred Income Taxes 362,229,2~ 160,474,861 92,609,068 109,145,288 
Deferred Investment Tax Credits 298,2 53,227 76,155 168,874 
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AMERJCAN ELECTRIC POWER COMPANY II Page 1Z 

GLA8216N 
BALANCE SHEET 

Kentucky Power I Kentucky Power Kentucky Power Kentucky Power 
lnt Consol Company- Company - Generation Company-

YTD Mar2013 GLA8216 110 117 180 
0411!1112013 14:22 

Layout : GI..AI21tv 

098 V2099-01_. Accaullt: Ill. ACCT SEC Bll&lnaa Unlt: REGIONAL A. CONS YTDMar2013 YTDMar2013 YTD Mar .2013 YTDMar2013 

Regulatory Liabilities and Deferred Credits (27,606,403) 58,126,196 (5,261,390) 
Memo- Reg Liab and Def lTC (27, 553, 176) 58,202,351 (5,092,516) 

Asset Retirement Obligation 58,378 3,921,855 0 
Nuclear Decommissioning 0 0 0 
Employee Benefits and Pension Obligations 19,485,248 10,854,561 1,784,319 
Trust Preferred Securities 0 0 0 
Cumulative Preferred Stocks of Subs - Mandatory Rade 

I 
0 0 0 

Obligations Under Capital Leases 1,965,6, 954,667 689,594 321,404 
Def Credits- Income Tax 1,290,529 372,236 878,685 39,609 

2530114 Feder! MltlgaOon Oeferai(NSR} 754, 0 754,942 0 

Def Credits - NSR 754,9 ~ 0 754,9.42 0 
2.520000 Customer Adv foc Ccnstnldion 57, 57,952 0 0 

Customer Advances for Construction 
57,9 ·~ 57,952 0 0 

Def Gain on Sale/Leaseback 0 0 0 
Deferred Gain on Sale and Leaseback - Rockport 0 0 0 
Def Ga1o on Disp of Utility Plant 0 0 0 

2530044 Ne1gh Help Netg-Cust Donations l~l (222) 0 0 
2530067 IPP - System Upgrade Credits 262, 0 0 262,366 
2530092 Fbr Optl.ns-ln Kind Sv-Dfd Gns 161,1. 161,198 0 0 
2530101 MACSS Umclenllfied EDI Cash 2~ 218 0 0 

2530137 Fbr Opt Lns-Sold-Oefd Rev 113,310 0 0 113,340 

Def Credits - Other 536, 161,194 0 375,706 
Total Other Deferred Credits 594,85 219,146 0 375,706 
Accumulated Provisions - Rate Refund 0 0 0 
Accumulated Provisions - Mise 0 0 0 

Other Non-Current Liabilities 1 546 049 2 323 210 736 718 
TOTAL NON-CURRENT LIABIUTIES 358,397,589 354,470,656 267,521,691 

TOTAL UABIUTIES 466335258 506418 829 168 084,890 
Cumulative Pref Stocks of Subs - Not subject Mand Redan 0 0 0 
Minority Interest - Deferred Credits 0 0 0 

Common Stock 50,450,0 22,404,049 10,287,603 17,758,348 
Paid In Capital 238,750,00 106,025,371 48,684,793 84,039,836 
Premium on Capital Stock 0 0 0 
Retained Earnings 201,330,50 56,952,758 (16,257,254) 160,634,998 
Accumulated other Comprehensive Income (Loss) (190,4~9) (69,979) (40,879) (79,641) 

TOTAL SHAREHOLDERS' EQUITY 490134o,o!! 18513121200 42,674,263 262,3531541 
Memo: Total Equity 490,340,1 185,312,200 42,674,263 262,353,541 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 1,581,007,2 651,647,458 549,093,092 430,438,431 

out-of-balance I } 0 0 (01 

ReHrwdSoctton 
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DETAIL~~ ~OWER COMJ>AHY 
·fln•l 04/08/20f4 ~C UT1U1Y PROPEft'TY 

YEAR TOO TE ·MitCh, 2014 

P1gt11:l 

GLR1210V 04111111414:11 

BEGiNNING ORJG iu'LCOST EHDING 
BALANCE ADDmONS RET ~ENTS ADJUSTMENTS TRAM SEERS 8AUNCE 

UTIUYY Pl.ANT 

1011106 GENERA nON 1,478,5&4,25\.88 8,705,14432 1,631.936.20) (9.12) IUIO 1,485,757.~50.1!8 

TOTAL PRODUCTION 1,471,614,151.11 1,705,144.32 1,U1,135.20) (t.12) o.oo 1,485,757,450.11 

1011Hl6 TRANSMISSION 503,165,571.80 3,515,083;88 (58,932.75) 0.00 0,00 506,621.722 .. 73 
101110& DISTRIBUTION 733.n&,590.e1 7,744.480.$5 1,898.103.37) 0.00 0.00 739,622,948.39 

TOTAL (ACCOUNTS 101 & 101) Z,715,126,414At 11,114,511.11 3,PI,I7U%) (t.12) 0.00 2,7l2,0D2,122.00 

1011001112. CAPrT Al LEASES 6,2.79,149.17 0.00 

I 

0.00 (266,950.05) 0,0<) 6.012.199.12 

102 ElECTRIC PLT !'URCHI\SEO OR SOLD 0,00 0,00 0,00 0,00 0,00 o.bo 
1140001 ELECTRIC PLANT ACQUISITION 0.00 0 .00 0 .00 0.00 0.00 0.00 

TOTAL EUCTYUC PLANT IN SERVICE 2,721,!05,AJ.56 11,914,511.11 3,511,972.32) (He,959.17) o.ao 2,731,014,)21.12 

1050001 PLANT HELD F-OR FUTURE USE 7.405.958.73 0.00 0.00 000 0.00 7,405.958.73 

107000X CONSTRUCllON WORK IN PROGRESS: 

107000)( BEG. BAL 12B.S99.!48, j9 
t07000X AODmONS 30,686,360.34 
107000)( TRANSfERS ,,9,964,688.~ 
107000)( END. BAL. 11).721.671.39 139.320.819.58 

T07AL ELECTRIC UT1UTY Pi.AHT 2.157 110 170.51 30&15380.34 3111172.321 21110.17 0.00 2.114 741 Ost.43 

NQN\I!lU'TY PLANT 

1210001 NONliTIUTY PROPER'TY-OWNEO 995,120.00 0.00 0.00 0.00 o.ob 995,120.00 
1210002 NONUTIUTY PROPERTY-lEASED 0.00 0 .00 0.00 0.00 0 .00 0.00 

12.~0025-29 OTliER INVESTMENTS 4.534,315.7<4 0 .00 0.00 (0.03j 0.00 4.534,315.71 

TOTALNONUllunYPLAHT 5129435.74 0.00 0.00 0.03 0.110 1129,G5.71 

Frwpa111d by· PSnVition Report GLS7210V 
Rll\/1_, ClrltlY Buqd>oe-PI'Dp Acdg camon 

; 
Soun:es of Info Powerplanl Reports and PS GL 

i 
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KEHTUCKYPC ~COMPANY 
Flnal 0410112014 ACCUMutA TBI PROVISION FOR DEPRE ,.'TlON, AMotll1ZA noN, & DEPLETiON 

VUR TO~TE Man:ll,2014 

GUU410V llclal/14 14:12 

BEGI/INING PROVISIOW ORIGI ~ NET RENt lRAHSFERI ENOIHG 
BALANCE TO DATE co SALVCOST ADJUSTMENTS BAI..AHCE 

UTIU!YPlANT 

NUCLEA!l 
1080001111 OTHER O.Oll 
1080009/10 DECOMMISSIONING COSTS O.Oll 

TOTAl NUCLEAR 0.00 

108000111 1 PROOUCTION 599,504,126,89 1~.141.200.00 ':!~1.938.20) (1 51,958.04) 0.00 611,861.~32.,65 

1080001/11 TRANSMISSION 181,537,795.18 2,178,809,87 58,932.75) (88,130.02) 0.00 163.589,342.26 
1080001111 DISTRIBUTION 192,7«,660.~ 6,322,399.111 (1, 98,103.37) (~14,580.>41) 0.00 196,75>4,376.67 

1080013 PRODUCTION (3,620,015.26) 0.00 o.oo 0.00 (132,039.96) (3,752,055.22) 
1080013 'TRANSMISSION 0 ,00 0.00 0 .00 0.00 0.00 0.00 
1080013 DtSTRIBUTlON (26,698.115) 0.00 0.00 0.00 (2.288.3.5) (28.987.20) 

RETIREMENT WORK IN PROGRESS (8,320,252.52) 0.00 0,00 (1,187,451.82) 65>4,668.47 (8,853,035.87) 

TOT~ t10&X accouma) M1·,111,&1S.07 Z2,&4U.Ot.&l ~~ U,t7.Z.31) j1,M2,120.2t) 520,34CI.15 t5t,651,013.30 

NUCLEAR 0,00 
1110001 PRODUCTION !0,429.350.87 329,535.88 0.00 0.00 ~.795.27 10.~3.68\.82 
1i 10001 TRANSMISSION 1,607,792.88 1•2.1 911.12 0.00 0.00 0.00 ',749,990.80 
1110001 .DISTRIBUTION 7.1112.5~.75 374,804,98 0 .00 0.00 o.op 7.557,389.73 

TOTAI. J111X accaunta) 11,1'11,72UO M6,5:JI.71 o.aa 0.00 84,715.27 20,161 ,0&2.35 

1011006 CAPITAl LEASES 1,869,467.09 0.00 0.00 0.00 (126,503.29) 1,742,963 .. 80 

1150001 ACOUISmON ADJUSTMENT AMORT 0,00 0,00 0.00 0.00 0,00 0 .00 

'TOTAL ACCUM DEPR & AMOIIT. 512,901 11 Ul 23 481, 1CI.AI 3 I 9r2.32) 1,142, 12.0.21 471132.14 111 445 ott.45 

NONUTIU!Y PLANT 

1220001 Oepr&Amrt of NonUCI PJop.Q.omd 21>4.&55.75 1,687.43 0.00 0.00 0.00 216,623.111 
1240027 0111er Prapeny - RWIP (3,400.00) 0.00 0.00 0 ,00 0,00 (3,400.00) 

- 'TOTAl. NONunUTY PLANT ~1 SSS.1f jll7.43 0.00 0.00 0.00 213,W .11 

PR!parl!d By. PSnVlllan Report GLS741DV 
Reviewer, Cindy Buckbee - Prop Acclg. canton 
Sources oi info~ PowerPtanl Reparto•na PS GL 

i 
I 

! 
I 
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May 29,2014 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box.615 
Frankfort, KY 40602-0615 

American Electric Power 
I Riverside Plaza 
Columbus, Oil 43215· 2373 
AEP.COJTI 

Please find enclosed April2014 Financial Report pages for Kentucky Power Company consisting of the 
following: 

Income Statement: 

l-9 

1-3 

4-7 

8-9 

Balance Sheet: 

10 

10-12 

11-12 

12 

Utility Propertv: 

13-14 

s;:, J--t 
Brian!. an~ 
l\1anage ·-Regulated Accounting 

Income Statement 

Details of Operating Revenues 

Operating Expenses- Functional Expenses 

Detail Statement ofTaxes 

Balance Sheet- Assets & Other Debits 

Balance Sheet- Liabilities & Other Credits 

Deferred Credits 

Statement of Retained Earnings 

Electric Property & Accum Prov for Depr & Amnz 
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Pagel ofQ 

American Electric Power 

GL.S8018 
YlDApr2014 
OWin0,14 11· n 
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4420007 
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4420002 
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.442001&: 
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4470150 
A470106 

4410':.'01 

A47020! 

4470209 

(~1002 
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4SIIOOS 
45el006 

•1561007 
4561011 
A.561Q2.11 
4 M101!J 
4561030 

4511ctSfl 

4!111081 

·~1004 

CS6106S 
A 

A470001 

t47CD35 

4.4701211: 

0 
4470002 

4470000 
4'70010 

A·U0021 

U70021 
44700:31 

4-410* 
c~uocet 

C47<Mit1 

4470089 

447009.3 
4470001 

.. ~700U 

.... 10'00 
A41010t 
4410103 

INCOME STATEMENT 

l.a)taC Gl,.SIOII -· CT lEe ..._. Un .... : RE.QIO 

P EI/EIJIIE S 

Rnaell'fth&: Saln•WISpca Hlg 

RHHteflhl Sti...,WJO Sp.ce Ht 

Andeno.aiF~R.v 

Rwwnue - Rnlclen1iol Sale• 
Cornmcr"".SMn 
"Sale• tD Pub Au., · Sdloa!c 

s •n to PW> At.l, • E1t SO,acls-
CCimm .. plllf\tl:tR~ 

Ravenua • Comm•n:lel S.lea 
Ro...,ue -lnduo1rial8aln • Amlll•d 
f~S.Si&dllk!:n1 
lnd Saln-!ionAWI)"" ~~ 
lnd!A.W Fu.ei RIW 

Rwwnue -(l\dua1rial Soles - NonAif!Ra•d 
Rovanuo - lnduolrilll 9alH 
Revenue - Geo Productw S.IH 
Rovonuo- Goo Tranoportatlon & Sto1'111141 Bolo• 
Revenue -Goo Tranoportatlan & Storage Sale• - Alfll 

P\INic &Ottct'HIQfWt.Y Udlt~t.o 

P-SI4Hwy~F"" R'"' 
Rovonuo - Oilier RotaN Saln 
Rwwnue- Oilier RmR sa.IH- Aftlllolod 

R..,_,._ - Rotall8olu 
OtttEl«:RYTm-Alf·T'rJ~ 

PJM NITS R•~nu. ~ ~illttd 
PJM TO A<im $orv R•v Aff 
PJM ~.-d Tt.1N NfTS Colt 

P.JU Aflllt.atl'd 'ttlt\llO Co~ 

AIH P~ TtAt~S &!har!CfNll Rev 
Afw PJM TJJN Enhar!Gmr~l COJI' 

PROVlSIONPJM NITSAfa..Cvtf. 

PRO'ASIONPJMNITS~•d-

Rewn.,. -Tronornlnlon-Atmlotof 
TtWI5m.R.-v.OHic W'll~ 
PJW Trans\.qMQc-.oS$ 

PJW 0'11\Sm len dwOJd .-I,.$E 

PJU Trwwn lou~edtH5E. 

PJM trr.~m lou dlwg.n..()S.S 

RTOf~C-'RKCWt'Y 

P .1M bpamion CC$1 Rec:DW 

PJMPO!nttoPOint Tr.,.t.S-.c-
PJM Tr•t ewm.t Nlmlr~ R.-
PJ..-N~ tnt-a TT-.1 SVc 

Olt,EIKR.vT•-'"Not'~ 

N 'l Pw,~t Fcc C1e Rev ~sl f;u·NA 

PJM l4ITS R.wntHI 'Mu.l cu ... NM 

PJM TO Setv R~v v.tlls Co-NAif 

NQII¥.MI PJ.W r,.,..a EIW\Atn;lltn 

NArtPJMRJEPR..,Uw"~f'R 

PROVIS!OH PJM NITS W\tiCI.l..W.r 
PROVJSIOf4 PJM NfTS 

Rownuo -Tranornlulon-HonAI!lllot.od 
Rwwnue- Tronornlnlan 

Siln f« R~e ~Auoc COJ 
Sh fCf RtJ- Fuet R..,- AMOC 

Saln. tOf R....._lf flleol En.rvr 

Rwenue·Rn&-ftllloe.d 
Slfni«Aft.lle -~ 

s•n tor Rnale·Boo!UIIol1 ~ 

Sllln tor Rtsa~•BOo~t P\ltc:n 
~~AttFuctR•v 

.SIIIe/Ttc&*. HA • F~o~el Rev 

~~BitMRtv 

~TfltngTfiM Elj>HoMacC 

flt'l~nalll Spark 0. Rulll.t>d 

Flf'lltlaat~~Re..tl.za<f 

P JM Enefgy SetH M .. Qif\ 

1-JM l,..c.at 00fltJtt"n·lSE 
PJY ()p.tr RU~HV• Rt'i.OSS 

C•.art Cr Net 6ltn 
PJMfli!R,..-Q$S 
PJM FTA; R!Ne,..lSE-
PJU £Mttr1 Sales C1KI 

P~e1 

Kenlw:lcy P-r Kenlu~lcy Power Koonlvclcy POMr K""tuclcy P-r 
lntCon..,l Company - Company- GeMrallon Company -

DUtrtbutton Ttanarnlulon 
Gl.S8016 110 117 180 

Actual Aclulll Actual Actual 

YlDA 2014 YlDA 2014 YlDA r2014 YlDA r2014 

53,294,054 49.838.648 3 , 55.406 0 
17,054,928 19,084,381 (2,029,4531 0 
29,373,621 29,373,621 0 0 
99,722,603 98,286,150 1,~,953 
25.329, 776 25,592.540 (262,764) 0 

4,737,243 4,787,291 (50.048) 0 
4.804.306 4,72~,534 (121,228) 0 

13,602.898 13,802,898 0 0 
··~74,223 41,708,263 (434,040) 

20,763,039 20,930,420 (167,381) 0 
10,050,397 10,142,740 (92,343) 0 
28,126,735 28,126,735 0 0 
58,140,172 59,119,198 (2.59,724) 
58,940,172 51,189,191 (2.59,724) 

476,714 479,368 (2.655) 0 
111 ,308 111,308 0 0 
518,022 510,817 (2.155) 

207,52.5,018 208,795,U5 729,534 
0 0 0 12,121 .705 

5,927,747 0 0 12,026,450 
0 0 0 198,511 

(5,910.528) 0 (12,009,231) 0 
0 0 (198,511) 0 

5M82 0 0 108,700 
(54,328) 0 (108.545) 0 

{254,693) 0 (254,693) 0 
(73,822) 0 0 (73,822) 

(311,141) (12,570,910) 24.311;S..S 
18,502 0 (222,664) 241,167 

978,062 0 978,082 0 
(10,7311o-i) 0 (10,731 ,104) 0 

1,718.836 0 1 ,718,836 0 
(7,530 078) 0 (1,530,078) 0 

1 .. 224 0 (46,916) 48,140 
26,914 0 (29,396) 56,310 

255,282 0 255,282 0 
91,257 0 0 91 ,257 

4,782.661 0 0 4,782,661 
22,475 0 0 22,475 
1 ,362 0 0 1,362 

892,1180 0 0 892,!180 
13.847 0 0 13,647 

111.546 0 0 111 ,546 
8,071 0 0 8,071 

(4.417) 0 0 (4,477) 
(26,663) 0 0 (26,663) 

(t,llt,SOl) (15,607,178) 1 ,%38,474 
(1,810,844) (21,171,15&) 30,620,017 

(262) 0 (262) 0 
262 0 262 0 

5,479,520 0 5,479,520 0 
5,479,520 5,~79,520 

3,131 0 3,131 0 
6,499,835 0 6 1-4991835 0 
(7,857,27~ 0 (7,857,274) 0 
1,022.631 0 1 .022,631 0 

178,509 0 178,509 0 
913,618 0 913.618 0 

(39) 0 (39) 0 
11 ,003 0 11,003 0 

2 ... 11;n2 0 2,471,772 0 
73,282,344 0 73,282,344 0 

(19,442,705) 0 (19,442,705) 0 
(2,557,912) 0 (2,557,912) 0 

166,55& 0 166,55& 0 
571 ,255 0 571 ,255 0 

6,78M67 0 6,780.&67 0 
63,984,05& 0 63,984,056 0 

H·IGLUMK Team\RoguJalory 4 Gowlmment.l Reports\Kantud<y Power Monthly Report KPSC\2014\2014 04 Aprll\2014_ ~ GLS8016Jds 
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Amerlc•n Electr1c Power Pa_ga2 

INCOME STA TEIIENT Kantueky P.-r Kentucky Power Kanfflcky p._, Kentucky p._, 
lntConaol Comp~~ny- Comp11ny. Generetlon Compony-

Gl.SI016 Dlatrlbutlon Trenof!llu lon 
YT0Apr20t4 GLSIOt& 110 117 no 
CIS1011201411;3'7 Actual Actual Actual Actual 

UJIO'It GI.SIOII 
Oi8V2'01~l0 A_,M: 01, ~UC ·-Unlto; II£GIONAI.A CON YTOA...-2014 YT0Apr2014 Y10Apr20t.t Y1DARr201~ 

4f10t06 PJM PQPH,.,. P\llcfi..NoMf'r (27) 0 (27) 0 
.. 70107 PJM ,.l'S Purtft·NonAft 

II 
22,881 0 22,881 0 

4470109 PJM FTR R~e:nu ... ~ (81.232) 0 (81.232) 0 
4470110 PJM lO Ad!'nln qp.-Nc:n.M, 54,729 0 34.729 0 
4'170112 Non-lf•dlntl:look~MSUI...OSS II 4,9<13 0 4,1143 0 
.. U70115 PJM Motn Conedlon..OSS (12,1562) 0 (12.662) 0 
U701t& PJM Meter CornOon.•I..SS: It 38,505 0 38,505 0 
U70J7A PJ'-' l~wn""tflbl Spat.OSS 1 0 1 0 
tl7o-tM PJM !(IO'e~ lmpCO«<QoOSS 

I! 
(18,934,829) 0 (18,934.829) 0 

tt70141 PJM CatllrW3 Net Ch.arge Cr.Oc (14) 0 (14) 0 
40014) F.,III'ICIM Hadge AeW6>d (224,18S) 0 (224.185) 0 
4C'70144 Realllz:Shlnf\0 06SI.A 

li 
69 0 69 0 

tfflltSS OSS f'hr*al M•wn R~ 175 0 175 0 
4fl1)156 OS·S Op11tn M.tr11in Rtcau. (175) 0 (175) 0 
•i470~U &rtt•ret.l R ... SW..-PMt-t It (3.285) 0 (3.285) 0 
.... 70170 N~ECR Aa.ldlon Slild·OSS 1164,102 0 1,164102 0 
4410114 PJUW,tu FlH Rn ~OS$ 81 0 81 0 
• e1ous OSS SMMQ Radau. "--•a~t 

li 
119,313 0 179,313 0 

4.410115 OSS Sll:~g Ae'tlu.At..du-.et"" (179,313) 0 (179,313) 0 
-4410,10 lr~g!n..toc.tr Recta&6 (149.091) 0 (149,091) 0 
~470111 A\lcCcn f!\D•I:Iootl R.ciMt. 149.091 0 149,091 0 
. ... 7D;?02 PJM OoRtt.-l.SE.CrediC 919,021 0 919,021 0 
4470203 P .-•M OpAIM-lSE..CI'Iatoe II (4,962,996) 0 (4 .. 362.996) 0 
4411)204 PJM~e<lt (0) 0 (0) 0 
.4Al02:l~ P.Jhl aot'll.$uJifJ Rne"'"' c~ o.ss 

li 
28.180 0 28, 180 0 

~ClQ120 PJM~evu~~ .. oss 97,425 0 97,425 0 
U7022) P.lMS~RaseN~ .,OS$ 

II 

8,974 0 8,974 0 
U7021.2: P..IM~e.&Khe- OSS 210,996 0 210996 0 
4.56:1011 Fillii'Oal l••dono Rev~Utv•• 1212). (212) 0 0 .,.., ... Olh ElK Ro CoallJU AIU G-l (1D.-423) 0 (10423) 0 
Ss.socll4 P.JM ttowty Hit ~d'l ·FERC (15,084,962) 0 (15.084,9621 0 
sn- PtU<tta.d Pow• • Fulf 1,305" 0 1,305 0 

A Revan~~e - Raoale-NonAIIMiat.d 11,1143,1S1 (212) 19,144,043 .. Rawnua -Rual~lud 
A Ravan ... • Rua.le-Rlak Mgml MTM 
A R..,.nua- Reaal-..c Mgmt Ac!lvl!lea I• Rawnuo - Sa loa for Reaala 15,323,351 (212) t$,323,$113 

U70074 SalefotR; • ._.M.Tf'r!IPno 0 0 151,982AU 0 
•S.OOD1 RtmF'fl,mEIIdPtOII~ ~ IJ 

II 
103,787 314.527 0 0 

456000t O&h ElK~ R~ . A"*ll!.cl 4.908 0 4,908 0 
Re""nua -other El-llllllat.d 

II 
101.113 314.527 151,187,360 ·- Forl$ltd~ 1,534,126 1.5~.126 0 0 

•s,ooot Mt:sc: SaMce Rw • Non•l'!iil 113.591 109,072 0 U19 
a~OOIU R•ni F•om EltortPfoperty""'C ll 59.364 600 56,989 1,775 
U40GM ~~~~~ f!cm Sec Pfop-P:ole ~~ 1.639,078 1.1139,078 0 0 
4.§11"01 o., f3«t R.-v • OSM P,ogrtm 2,238,99<1 2.238,99<1 0 0 

ReVIInue- othar Ela-lllonAIIIWJelad 5,5~.152 5,511,170 56,10 li,2114 
Revenue-G•• II 41\1002 C<lmp Allow Gai,.llle fV S'Ct2 383 0 383 0 

4\11004 Comp Al.<:tW ~HO. 

II 
! ,533 0 8_533 0 

GalnJtloaa) on AlloW8ncew 1,116 ... ,. .. Re.,.nua ·other B~onA!IIlllat.d 5,592,061 5,511,170 85,905' li,a4 
Ravanua - Otllar Opr Elac1rfo I• 5,700,712. 5,134,317 152,05'3,.255 1.2114 

0 Ro.,.nue Merchandlalng & Contrect Worlr 
c RoYenuea Non-Utility Oparatlona ·A !IIIIa Iao 
0 ~nuaa Non-Utility Operation• - NonA11111al8c 

Revenuaa rrom Non-Utility .Op.rellona 
c Non.op ... llng Rania! l!lcoma- Arm.tao 

41&0001 NOflo-Op_,.,g Rll'llliN:OI"'I II 11.400 11,000 ~00 0 
4111100:1 Nort-Opralnf Rntll' tnoM..nt (16) 0 (16) 0 
.uevaos Hon•Opt*'q Rntat lnc-Otp (2.223) 0 0 (2.223) 

0 NorHJperatlng Ranlallncome - Nl>nA!IIIIat.c 9,111 11,000 lU (2.223) 
NorHJperollng Rentallncoma 1 ,111 11,000 lU (2.223) 

c Non-Operating MISe Income -AIIIIIat.o 
•tt20CQ .,_""' Noft.()p I~NonA.~«'nia II 2 ,059 236 1,675 148 
4210007 M~t~an--Ofi!~;W~·~• Oit\ 346 259 87 0 

0 Non-OparotlnQ lltllso lncorna - NonAIIIIIalac II 2,405" 495 1,762 148 
NorHJparatlftll Mise: In coma 2..405 415 1,712 148 

U4btiiM Atn4fromBI'ClPr~af 21.046 28.046 0 0 
<>tOOts Olhoor B~ Ra¥enuc. ~ABD 

II 
81 ,895 82,443 0 (54&) 

0 A11aclat8d B"1lna• Development Jncomt \09,t40 110,481 (5-41) 
Ravanve - Otllar Opr- otltar 121,501 12t,91l 2.146 (Z.W) 

=(CI lllamo: Ra......,..c)ftJ Op,._Oih Afl 
"(OJ llfttmo: Ran.IMI..otlt Opro-01/1 Norf fZf,50f fZf,fU :Z,14f (2.113) 

It 
Page 2 ore 
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Pago 3 ol9 

Amertc:an Elec:trlc: Power 

S010Cl00 
50t0!10l 

SO-DIIOJ 
5010413 

SOt<IUU 
SOIOOV' 
SOtCWII 

~10005 

SOIOG29 

!090000 ....... 
S020002 
S02000l 
S02Q004 
5020005 

S010001 

SSSOOO< 
S5SDDG.S' 
$550027 ....... 
SS500<8 
5550101 

!ISSOID1 

sssoooo 
SS6Cl001 
.S~5QOJ1 

5"00-19 

t5~C040 

555CO•U 
5~(1074 

55~76 

sssoon ,,,..16 
!"""It 
SSSOOOl 
SS50064 ·-6S5009t 
S!'SI)tQO 

55~0107 

INCOME STATEMENT 

RAt...,,.. · Other Oponling 
Prol/laloft lor Rata Rotund • NonAI!Illataci 

a Provfolon for Rata Rotund • Atnllallod 
Provlalon lor Rata RAtlund 

JlwJSIM~511'CTtrntYy 

Pwt' f'VIdol Cklt»dt SIIC l e:mtv 

Fuel 
Futd tcnllH1\ed 

~ Pr:lwret.Hotd& !'(ende 

FwdSuruvAc::IMt'r 
Fl,.t O.COftSi.lnlt d 

Gypwm.s .. nPfoce•cit 
F""l Exponoo Total 

Futt ~o.ttn.-4 

~md Fuol "-" .. 
O..r Undor Fuol EloponM 

Fuol for Boc1rio Gono,.llon 
Gw-rJm t'IM""'.VO..,..,........_ 

Fllot fn>m Alllllatas lor Eloctrk: Gonorollon 
Ntt:IW CoMUm T~e IV SOl 

An Noll con• Up 
Allowanc:u • Conoumpllon 

Uru~anw 

T!otta &ponu 

l..tme;UootEQoll1\a 

P~atpflt.l*e 

llftl8 Hydlu. btltnt• 
I;J!tluiDM Control • Chomlealo 

Total Fuol l or Eloc1ric Gonorollol'l 
Momo: ~~tA~rho.V.(~~~~Ioru 

,_.do!D•tfP(ftlll'ttoPodC~ 

p-.lthu.ctPow.t ~~o~E~w 

pwc;, Pwr-N~ .. ,..~ 
Pwm Po.w-'-AuOOofmslr Pnc• 
P\lfc:h Pow• r.f\1 .. Pcrton.-AIIIa 

Pwth PV¥1'•t.Paot Non.fud .Nf 

P\11 POI!I(N.f»cot Nonfliei·OSS.Aft 
Purch .. od Eloclrlolty trom AEP • AmNatn 

l'v!d'I.IIWdPowtt 
flute:~'! Pwt•NottT~g..N~.w.c 

Guc.t:Jwuuan,.,.~e pt-'1 
PJM M~l!tt!ftil Ub- N....OS!S 

PJMIA•ct¥ttttnl Mlf' Aft-I.SE 

P-JM Atdlr) Sm ~Srl'll: 
P .JM Rn,~..CI\•·t• 

P JM Sfttll SIM.Ctl;aro

PJM Gl'·ack Surrtt-Cftcat 
PJ.l4R•QIJ.wbo0-Chwo
P.W~•gt.iln~f~ 

P J)jl &91nnii'IO fi*MN~atgt 

P JJr.l SI)II'II'\IJ'lQ Rltk!'Ye-Cted!l 
PJl,I:IOn\S~o~ppl RuN Chat;• L5E 

PJM PutC'.h • ....,.o,..ECR Aut•~ 

Ciat'~tYP\11d\~on 

C~~~~~n~ Tr•dtl9 

Purch- Eleclrlclly tor Roulo • NonAmllaled 
Purch- Gaa lor RaMie • Atnllotad 
P11rch- Gaa for RoMit • NonAI!IIlaliod 

Kontuel<)I P-r 
lntConoo.l 

GLSI01t 

99,&09,5~ 
~.606,432 
(734,&02) 
2.4o40~553 

107,025 
1294,453) 

105,!15,571 
(1-4.037,226) 
(14,037,225) 

91,948,345 
52,769 
52,761 

.3,337,873 
51,482 

.3,319,355 
1 ,816,~98 

123,Cle5 
1.~61.747 

27.579 
2,923 

3,431,131 
81,122,300 
Jl,!lf,5Jf 

181,949 
676,093 

15,7~.126 

0 
23,7&0,982 

168,508 
214,985 

40,701,1!.43 
139 

166,179 
(7,2lll} 

(70,1011 
(31.~67) 

587 
(11,793) 
486,2 19 

(3,975) 
1,196.066 
(299,925) 

1,055,245 
(269,542) 
385,327 

1,312.567 
28,516 
J&,n9 

3,165,129 

llentucky P-r 
Compony 
Diablbullon 

110 

0 
0 
0 
0 
0 
0 

0 

0 
0 

0 
0 
0 
0 
0 

0 
0 
0 

151,982 444 
0 
0 
0 

151,112,444 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

Kentueky P-r 
Company · Gono1111fon 

117 

99,809,5~ 
. \6061-432 
1734,6021 

2,440,553 
107,025 

(294,453) 
105.!85,571 
(14.037,226) 
(14,037,22$) 

.,,,41,345 
52,769 
52,761 

3,337 873 
51.482 

3,3&1,355 
1,816,498 

123,085 
1,~61,747 

27 fj79 
2 ,923 

3,431,131 
11,1122,300 
11,71t,5Jf 

181 ,949 
676093 

157~ 126 
0 

23 760,982 
168 ,508 
214,985 

40,701,1!.43 
137 

166,179 
(7,293) 

(70,801) 
(38,467) 

587 
(11,793) 
486.219 

(3,975) 
1,196.066 
(299.925) 

1,055,245 
(269,542) 
385 327 

1,312.567 
28,516 
38,n9 

3,9115,127 

Kentucky P-r 
Company· 

T,.nsmleaiOfl 
110 

0 
0 
0 
0 
0 
0 

0 

0 

0 
0 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 

2 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
1 
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Amen~n Electric Power 
Page4 

INCOME STATEMENT t<.ntuclcy Powwr t<.ntuclcyPowwr t<.ntuclcy Po-r Kentucky P-r 
lntConaol Company- Compony- Ganerollon Company-

GLSI011 Olattlbutlon Tranamlaalon 
YlDApr:Z014 GUII011 110 117 110 
D5.'QIQU1. lt--11 Actual Actual Actual Actual 

U)Ovt OLSIG11 I o•vz.ot~ ,.,_,.e GL~AC:CT_UC - Unlla: lt£GIOHAI. A CON YlDAor 2014 YlOAor%014 YlDApr:ZOt4 Yltl Apr 2014 

5000000 Opor ......,....., & e__,g 1.271.850 0 1,271.550 0 
5000001 Opor lli<P<f 4 EOQ-AATA.,t.tll 52,712 0 52.712 0 
5020000 S! .. mE~ptf\..tH 830,515 0 830,515 0 
5050000 Eltc~r.c. EJpc.n"" 195.699 0 195,699 0 
SOGODOD MM; st .. m ~DWV bptf'lsilrt 2,110,032 0 2,810,032 0 
~ ...... M•K-S.Ium Powct" fap..A.uuo 20,633 0 2D.633 D 
505000) RiuNwal C~ En!M~-e ~.S.ea"' (71,189) 0 (71 .189) 0 
5050004 NSR S•ll•rr-.I!IM U;pmu (1.427) 0 (1 .~27) 0 
5060025 M!tc .s.tM Pwr &p Ermro:~mt/tt.lt (11) 0 (11) 0 

Stum Genarallon Op &p $,101,114 5,101,614 
Nuciear Generatlon Op &p 
Hydro Genera11on Op &p 

5560000 ~c~~,L~d~ 179,103 83 178,785 235 
\S70(100 otlrE.tpemes 605,606 411 605,01}1 1!14 
SS1DCI07 Ol'ler Pwt &p • INholeul• RECs 10,651 10,651 0 0 
5751000 PJM ~AM&SC:.._ ass- 192.676 0 192.676 0 
5151001 PJM ~MAMa.sc. tntemll 269,665 0 269,665 (0) 

Othor Goneratlon Op &p t,l57,7Dt 11,145 1,2A6,127 421 
>60Ciooo OPIH a u,.rt:lliOI'I & En~nnrto 343,843 829 1,1112 341,402 
ss,,ooo loadD>ol!<ll·~- 3,431 0 0 3,431 
5612000 l ·o•d O.~~nlf&Op T'iiMSy• 289,245 37 62 289,146 
58t4000 PJU A~·SSC605--0SS 165,658 0 165,658 0 
561400, P .1¥ AO~$SC40S-!nlen'llll 241,986 0 241.986 0 
Slli "'D7 RtO Admin O•,a..atl LSE 3,874 0 3.539 335 
S6l4001t PJM A6Wn OetWb OSS 2,417 0 2,417 0 
StU~ Rft.llllliiMr,Pf~o&Stcll O.V•'Oe 36,383 2 .923 4 ,446 29,012 
!161&000 PJM Admln~S.O$$ 46,619 0 46,619 0 
S61110CU PJM .Ad"'"~P&SOS. Intema~ 65,695 0 65695 0 
SGOOOl 5tai:IOI"!b,.,.n*"' ~ 57,760 0 0 57.760 
511)0000 O.O~•ad l.u'l• &"ens" 59,201 0 0 59,201 
S850:0Q2 T,.,'"'"" ElK by Olt..........C 73,225 0 73.225 0 
S$50007 Ttt.I'\Eilu:b)i'~·AII·l'm Pnc:c 0 t2,121.705 0 0 
SSS0012 P.!M ,,..,.., Enti~W~ceMeniCI'I&tgto 1.26&.-413 0 1,268,413 0 
SGS001S PJM TOSefYEtp ~Ait ~5.382 0 15,382 0 
SS$0016' P JM NJTS &fHnM • AIUMed 1,250,760 0 1.250,760 0 
S6S001V Mt PJM T ,.,_. EnMec!tMnt Ellp 64,388 0 64,388 0 
.s&SOD10 I'ROII!S10N PM NITS AAI e.,..,. 1124,256) 0 1124,256) 0 
5660000 UIK T,.,.,...H!Qn E.J:p•""" 457,159 4,583 6119 446 457 
5670001 Jt~u, • NOJ\BI.OQIICcd 250 0 0 250 
$170002 Ret'lft · .At.aocwUtd 0 0 0 210,740 
$1S10CI2. SPP Adtnii·MAM&SC 0 0 0 0 

Tronomllllon Op Eap •• ll1,433 U,UD,071 ~.011,018 1,437,733 
$110Cl<l00 Oper S~ I En"""""V 248,926 Z44,896 1,478 2.552 
~a·c~ l.o•ctC..,:a!chlr!g 1,545 931 0 815 
!11!'2.D<IOO Staten £J.P.,.._, 67,183 62,'113 0 5,051 
511l000<) O>ieifl.eM t..ne bp.nwt 287,131 287,189 (135) 77 , ...... Uf\odlrO'O\Ind llne &peMn 23,608 23.436 126 46 
~tA1000 01* ~ En.,cw Slcr• E~ 0 0 0 0 
$050000 S-cM ~bnQ I S91-' SY• E 39,369 39,369 0 0 
51te0000 M•t.tt EIPtN-n- 269,781 269412 16 353 
51170000 CvQo~ l~bp 

~ 
52,410 52;410 0 0 

SltOODO .M-..an.ous O.UIIbuton &p 1,341 ,637 1,329,946 2,463 9,229 
5!9000) At'nt5 - HOI'I~d ~78,965 ~78,965 0 0 
5690002 R~l\ · Auoaa&ed 26.609 26,609 0 0 

Dlallfl>udon Op &p I %,137,743 2.115,174 3,!14a 11,t22 
90,0DDO &..p~ .. QnlOrJMI, A.ccu 98,305 98,231 54 20 
9D2DQOO MttttRudw!t&PtMH 5,923 5,134 138 51 
0020001 Ow.lamer C.d Rndln9 325 97 167 61 
1020002 ~tllt"Rn~o · Ro~w 132.421 132,427 0 0 ·- Mea, Re-.o~n:o -LMp Pow• 16,947 16,947 0 0 

80:ZIJCI04 FlucH.n I Read-Out Mt1et• 

11 

20.4!19 20.~99 0 0 
l().lOOOO Cl.lllol RK:IW'Os I C Olt<IOn Dp 119.748 117,060 435 2,294 .., ... , Ctn.lomtrr Otcl.ra 4 lnqu,n•• 814,885 814,820 61 4 

10JOOOZ MW!U:ll~ 13.260 12.792 5 464 
00,..., f'01tage -~tolnef Sib !I 

264,544 264,544 0 0 
I Ol<lllO< 0-.iwMf\0 36,653 35,781 441 431 
90lOOOS c••t~o" ~o-ms fen- & bs:t :i 20,595 20,595 0 0 
90l00011 Cttcl\&OO\CCIII'ec.10n .Ac:::M 242,740 242,692 36 12 
10)0007 c- 189,801 189,801 0 0 
90)0000 O.taPI~O 56,094 56,082 9 3 
9040007 UneoM Ace!!~- M*" Rec.""abl" (23,90:ij (28.627) 4 .725 0 
oosoooo M-.c: ~1om• Ailtoalna &p 

J 
9,929 9.929 0 0 
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• 



KPSC Case No. 2014-00396 
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American Electr1c Power Pa.go5 

INCOME STATEMENT Kentvcky Power Kentucky Power Kentucky P-r Kantvcky P-r 
lntCc:tnaol Company- ~'"P""Y ·Generation Company • 

GLSID11 Dlltrlbullon T1'11ntmlulon 
YTDApr2014 GI..S8018 1 10 117 180 
OWII'lOi<t 11 J7 Actual Actual Actual Actuot 

Uyawt OUII011 

DIB VZDt4-0+30 A-QI.J.CCT IEC -.uniii:IWllONAI..ACONI YTDA~r2D14 YTD A_pr 2014 YTDApr2014 YTDApr2014 

J070.D(X) SUp«'MVQf''-Cus~ S.rv.u ~8.993 ~8.989 2 2 
907GD0t $upM'YtSIOf'I -.05M (3) (1) (1) (1) 
90!1CO,CO C\t\blnlef~·bJ)I'I'IUIS 163.107 163,109 .( 1) (I) .. ....,, OS .. •CVilorner AOmcwy Grp 862 862 0 0 
iOIOO!lll Cutl A""tr.c• E.pcf\H • OSM 1,896,215 1,895,427 589 220 - ln.*rn:Mof\ A tnslnc t Adwit 27,061 8,088 13,899 5.074 ....... fllm.CtA-1S¥c:lfn!or~& 

I! 
5,217 2,729 1,942 546 

c ... tomor Setvlao and lnfo,..tlon Op Exp 4,151,828 4,121,008 22,.479 9,141 
9!:!01100 OetnOAshbNJ l S.llll'l,O &p, 5,532 5,532 0 0 
9t20'Jt)l OamDI SdlrlgE.p · h .. Ow 

II 
(321) (321) 0 0 

s ar.a &pon- 5,210 5,.210 
Momo: IN!vranca (t240 9250) 459,441 114.315 262,091 IJ,028 

9'l.OOOllO Ad~T~nrt"lf.lht & 0... s.tlr.s. 3,06<1,847 1,404,499 1,190,814 489,534 
9210001 0 " Sop~& E>!> • ...,..,....,ed II 244,780 132,848 76,969 34.964 
9210001 0--&bp·T""' 6 6 0 0 
•UMOO Ad"'""~.w.&plma.f• C:r (182,437) (182,437) 0 0 
922000t Ad..., E,.p ltMf 10 Crjt.1td1Cf" 

I! 
(143.720) (143,720) 0 0 

·~ Adi!Wt &p ltMHCI ABO (528) (528) D 0 
!ll.lO'J41 Q,-.cse s~~ ·Hof'IM-N~c 415.936 175.829 177,333 62,774 
9alll002 ~e$¥Q&!o.pt AUIIIC (0) 0 (0) 0 
9'2.JOOOl AEPSC a..d ~ellen! Co (64,134) (21.787) (24.084) (18,264) 
9240IMMI PtopMy INtJUII'Itl 158,245 55,167 36,539 64,539 
925<l000 j,.., .. Md~ 367,248 264,793 87,844 14,610 
1250001 ~f)' Owl,.,. .-!d Aw• ta 1,239 516 495 228 
9~ e,.Awflf'll PM!~ a.,. 3,480 2,201 868 410 
01"""'" lry.,ti.Stof~n 732 0 732 0' 
92!00C6 Yh\rt. ~., Pte&.SI(ln, ·Pfv (1<14,551) (148,649) 36,753 7,344 
mtH~o1 f'Bnll (nf!a&Pt"aet Dmlcrt-Plib 104.245 162 104,039 43 
t25.0Dt0 Frg Ben toaono · Wr1111~• Camp 

II 

(69,195) (59,876) (5,172) (4,147) 
' ·lf!COOO E~•• PaMt~ & BcMits 1,653 1,653 0 0 
9'2fi:OGOt Ectt&Pmtflr1alf'ub..Sai.ann 5,235 1,879 2,163 1,193 
g·lfi_00:02 Pe:nti.on I Q:(qt IM Admon 17,520 9,244 7.328 948 
916-MQ:l P~PIIIt'l 1,640,042 764,538 784,302 91.202 - Gt~ U'e V'IWIMH Ptttt~~lHM 51 ,380 20,861 27,170 3,349 
mooos Groupt.t~ln&Pr~ II 1,660,793 851 ,078 675,691 134,024 
920<)006 Pf,~EJ!'-""'atlona 1 0 0 1 - GtCNp l·T~In$Prcm 5,300 2,730 2,189 382 --· Gloup DentaiiMUrance Pr_,. 92,640 48,648 37,696 6,296 
'2tl0Dt0 Trann;Ad~Mir~E..-p 42 16 25 2 
92'10012 E~e•Anottb" 813 148 235 430 
9160014 EdUt--a,an• A'W:'i~-t Pmt. II 450 450 () 0 
9'2G-0021 POIIJellfemtnl 8Htc&5 • OPf.S 11 .222,813) (581 ,548) (560.389) (80,875) 
02GC<I27 s.,.,..P~on.,_._ 

ll 
697,477 285,058 383,346 29,073 

92600)1; O.CI!!Ytd Corrt~H~HIIOn 1,956 1 ,956 0 0 
ll2000)7 Supip'elfH!nt• Ptm.ton 80 eo 0 0 
m~• .SFA$112P051~8ene1 II 424.888 0 424,888 0 
92t\QC150 Fta ~ I..Ndng • PcnM~ (385,744) (212,924) (80,574) (22,.246) 
IJ2&0o.~l ~~0 BM lOMoO • Grp In• (501.270) (375,017) (88,869) (37,384) 
92S<lOS~ Fr~ &en lo.Ong • ~ (214,237) {133,281) (65,510) (15,448) 
92100~3 Frg 6ftt lo-.Ong OPES I• 122.497 94,526 17,439 10.532 
92600)5 lntet~oFnng.Oihet• Oon1 Up II {490,743) (112,527) (332,302) (45,914) 
92:&0057 Pon·et~M..-..M• ~d't 206,823 83.063 115,879 7,880 
92600:55 ''' Btn t.oesno . Accruai 

II 
(172.338} (95,389) (62,551) (14,395) ._ AIJ\0!1•PO!t A.utllfl'MN 8tn1.llt 72,207 43,194 23,736 5,277 

027QClClCI F~ Req~,~lfemtntt 46,924 46,924 0 0 
92JIOOOCI '4•~C:OII\Iflli.SIOnbp. 

II 

10,594 3,745 4,-4-44 2,405 
91BCDOI ~·~Com~&p.Adnl 8 3 2 3 
9UQ<l02 R~ Co'"mu.on Etp..CaM 39.485 6.013 29,465 4,007 
9'30100!) fHn«f-~Etl»f''llft 848 288 362 187 
9)01001 N.-..pf1P•~nv1~ 2,082 741 877 463 
930100'2: fhctoStatonActttf'aW'.O f'ltM 

I! 
20 7 9 5 

9301010 Jlublloty 1 ,841 654 786 400 
930101'2 N>l!< """""' S\uvoyo 14,833 14,832 0 1 
0'301015 011\arC~Ctt~EJ.p 5.197 3,898 985 514 
$31!2<l()O YJW:GI!fl'"'&p~ 76,640 30,389 25.710 20,561 
9'30200CI Curpor..-e I F'nal E)penKt 17,246 3,135 !3,625 486 .,.,.. Rna.-c"-O~EJjp II 1,708 1,708 0 0 
~101451 AENC Non Af'IJiated ~penNS (0) 0 (0) 0 
9310001 RMts ... Relil Ptoptny 

II 
33,041 33,041 0 0 

S310002 RtnJS• Pf!f501'1 .. f"ropeny 79,858 51,553 24,480 3,625 
A4mlnlstl'1tllon & Gonoral 

II 
6,139,172 2,104,113 3,015,787 731,222 

• IHI!.OS At:t:znon&p.ent• 320,335 0 320,335 0 
Accntlon 320.33$ 320,335 

•116000 G~Frolft~Of\O(Pt..\4 (1 .340) (1.340) 0 0 
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Filing Requirements 
Page 1502 of 1829

American Electric: Power 
PageS 

INCOME STATEMENT KentilckyP-r Kentucky Power Kentucky P-r Kentucky Po,..r 
lntCOntol C~· COmp11ny • c;en.,..tlon COmpany-

GLSIOt& Dlatrlbutlon TranemluJon 
Yl0Apr2014 GL.S8011 110 117 110 
O!m8120i4 11~1 Actual Actuol Aetual Actual 

....,..t~to1a 

OIBV201~30 -t:a&..ACCf_.oEC ......... u-:llf:GIONI'LJLCOIII Yl0Apr:Z014 Yl0Apr2014 Y'1D Apr2014 Yl0Aor:Z014 

Lou/(Geln) on Utility Plont (1,340) (1,340) 
93.0~0015 Afo&.99 BW'l O.v .. ¥atertft Sold 22.,546 22,546 0 0 
9JD2:0IP ~Sus:.lnfUO~CTrtE.I!p l4,ns 25.547 39 9.192 

Aooocletoocl Bualnooo o. .. Jop-1'1 Expon ... 57,325 41,014 l9 I,U2 
Gofn on Dlopooltfon of Prvporty 
Loo11. on Dlepooltlon or Proporty 

LoU{Geln) or Sale or Propotty 

f1MOOS FlldotectC~~&p . Aifi 31 .. ,873 314,673 0 0 
lM:"0\0 FodC....Mt-edD-MI II 664,&44 664,844 0 0 

Opr Exp and Factored AIR ~71,517 '71,$17 
W.te.rH....,. II CMSCD-4 S'!JOIII & SI!I\Ce OW Oun 28.258 10,080 12,28~ 5,893 
Exp.,.. of Non-l.ltillly Dporatlon 21,1$8 10,080 12.285 5,8t3 

42,00Di M!t:e Na~toOp bop • HonAst~ 4,142 712 2,980 450 
Mloc NonOp &pon ... • NonAosoc 

II 
4,142 712 ~.teo 450 

.U61000 Oon•~ 149,184 81 ,966 59,693 7,525 
Donation Coillrlbutlon• 10,114 11,,66 51,193 7,525 

4~l0Dt Pena..'Cn 61,710 23,529 24,132 14,050 
Pf11111olon lor Ponaltf .. II &1,710 23,$21 24,132 14,050 

CM4000 CN>e a Pcl•bt;al ~~ 93.326 34,612 37,599 21,115 
Civic & Pollllcal Actlvttlu II n,Jz& l4·,f1Z l7,$9S 21,115 

Cle5001 O"'e' DeC..C,C"-- Ntii"*MOC 42 12 22 8 
42050:13 TtMIIbC!'Cr:Ms 1: 5,226 0 5,228 0 

otllor Ooductlona 5,267 12 5,.7.47 • Shutdown COol COmp1ny &penna II 
All Oilier Op.,.llonal &pon-

ll 
1,321,404 1,130,421 141,131 4!,040 

Oporatlonol &pon ... 21S,527,224 n ,571,&n 1l,Q25,l13 2,212,679 
5100000 Mau'!l Su,¥ A En,lllfHI.,..,G 1,281 ,811 0 1,281 ,811 0 
SHOOOO Mlimtnii'ICI ol liO\ItUet. 599,052 0 599,052 0 
5120000 MIUM.IttlWICI oi B.t.<tt Pilnt 5,711,339 0 5,711 ,339 0 
5,0000 Mwntan.w~ceotEf.IRteiPtll'tl 1,028,996 0 1.028\996 0 
5140000 Mlit'ftllt.wtcl of Mite Siaam Pit ll 480,5011 0 480,508 0 

Sllulm Generotlon Molntononca 9,101,716 9,101,718 
Nucl•r Gon.,..Uon Mof-.anco 
Hydro Gonorotson Molntonanco 

II 
other Genen~tlon M....,.nanca 

$610000 M1tnt S\.lpv I ~•amt 28,934 0 9 28,925 
S&SODQO u,.,tm..:c Gt ~n 3,058 0 0 3,058 
SSR1000 MIIM ot Co,.,olft HaflN¥•e 6,998 19 14 6,965 
SGUOOO M..m o, CO"P'ttf Sof'fw"we 94,734 1,579 0 93,155 
.5&13000 Mlllrt of Cqm~•-.on Eq.,o 7,424 0 0 7,424 
5'700000 Mas.,t Cf StnDn £~Mt 285,087 18, 114 0 266,973 
5710000 t.l~mtft'l...n ot Owtm·ead t.lt:S 415,918 11.490) 0 417,408 
5140000 M&lnt of Unftef"IU'tl U..n 

II 
161 0 0 161 

5730000 M~nl ct MIX frn'II'!!P'an PH 105.171 0 0 106,171 
Tranomloalon Malntonanco t41,481 11,223 23 t30,l38 

5900000 MIIMI Sllp'll EI'\Giftelfii\'Q I• 750 (;16 PI 14 
-'910000 MA~ntr.\lt'ICe ot s~" 

I! 
5,002 4,317 0 685 

5120000 Jrhunt or Staton E~mt 260,006 252,262 55 7,619 
$930000 Mllllttn.lflCI oi Otw'h11d t.lf\ft 10,801,971 10,799,475 2,578 (75) 
SSI:lOOOI TneMCSOI'\tMCCJMol 119.3n 1!9.,Jn 0 0 
51JJQOQfJ Wa~nrO'Ib l.,.aftesS1rmf,Jp4.1\]r\d 1.292 1,292 0 0 
51!0010 SICiflfl &ptnse ""'CIMIZR.Dn 1.561.148 \.566 •• 48 0 0 
5940000 Mlllnt of tJMWgrOU'US U1~ 31 ,071 31,070 0 1 
51$0000 M~nt cf Lit• Tmr Rglatrn&Ovt 24,071 24,071 0 0 
5960000 Jrhlnl ot s~ LgMng' s., .. s 20,930 20,929 0 0 
5870000 M•n'-"a.nc• 111' M•~ 29,029 27,956 0 1.073 ,......, "4111nlotM.-sc-Ost»b~cmPIII 79,811 79,200 0 611 

Dlolrlbutlon Molntonanct U,tl9,4f2 1,2.121,812 2,631 9,1111 
tUOOOI "~nt of Stutl.t!H • OWn.f.CI 100,864 91,716 (123) 2 ,271 
·~002 Mlllnt ot SW\IaJJrt• lnsed 18,482 18,482 (0) (0) 
tl5000:l Mll,tcfPrpny He!dfiufeiJu 451 11 ) 454 (1) 

' "0006 M 11nt or ClrnCJ Eq.~o~IP"""' 13 13 0 0 
135CICH2 ua~,a c' Oat. E~men' 34& 0 346 0 
JU0013 Ma~,l of C~T~~TW:af!ott E~· 277,194 254,967 22.227 0 
9!l50015 Malnl ot Ol'lk• F~r• & Eq 223,674 100,907 122.767 0 
9JMI01R Moline cr Gcln Pwti.SCADA Ecr.t 126 124 2 0 
Ol>002< Ma~nc cr OA·AMI Ccmm E~J.~~p 8 8 0 0 

Admlnle1rallon & Genorol Maln1ononco 821,151 473,211 145,172 2,270 
All Olt!or Mal..-nonCI &ponoao 

Malntonanco &ponau II 23;110,122 13,411,272 l,l$0.043 142.501 
Total Dporollonal ond M.olntenonco Exponou 41,131,047 i15,tll,t41 Z2,275,l55 3,205,117 

Paooa ore I! H:iGL~MK TeomiRe;ulalofY & Go•ommon1ol Reportslken1ud<y Power Monlhly Report KPSC\201412014 04 Apnl\2014_ 4 GlSIIDI6.• 1s 
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Filing Requirements 
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page 7 ol9 

American Elec:1tlc Power 

II GLSIOU 
V1DApr2014 
~ .• 18:37 

018V2014-0re-JO 

40(0001 ·-· 
•07:1000 

4Q10'Q01 

40l100J 

40!100613 

401100114 

4011002 

406100.1 

' 011007 

.01103J 
4061031 
4!Dt1103'5 

AOI1020t.t 

40at00:510 

I 

4DI100S12 

401100'51') 

40fi1029U 

406t0291A 
40ll10l61l 

'D4"\036U 
AOI20051l 

-401 10Uitl 

401101414 

AOI101714 

4011101100 
ACI 101912 

4C!U01"l 

40" 01'91A 

4190001 
4190005 

GIOO>t 

.... 000. 

·-

INCOIIE STATEMENT 

~tCJI..I.IDtt 

... ........, 0~ ACCT SEC --Uollo: MCIONAI, A CONS _ 

A~ ofP!Mt 

Anwt ot P• A~ Adj 

DDA Amottlzatlon 
R••laryO.W. 

DDA Aapalory Dobltl 
DDA Regulatory Ctwdltl 

AmortiDIIon 
0 tJpriQMonQ'p 

DDA Dopnteletlon 
DDA STP Nuelellr Doco'"""*'lonlng 

o.., .~~"~OIIIIo 
DDA Aaaat Alltlntmllftl Obligation 
DDA Removal Com 

Do predation 
Dapraclatlon end Amoott.ratlon 

francllt..TuM 
s• Gton R.cf'P'5 t .... 

SW.Cr"'aR~Tu 

Aavonua-IIW!IrTa .. • 
FICA 

F•de.t*' Une~mrnt TD 
S tlta U~t•Mp~ormentl• 
Fnnge BtM.fll l oiiMg . FK!A 
Fr!n;. BCMflt loacltng • FUT 
F'bng.Ben~ t..o~~Ctno~ &UT 

PoyroiiT-
Staat BW~W~.-sa Oc.cu:p t a .. s 

eopocllyT .... a 
R1tl Pe:~Ml PIOQ'Cfty Tan 
A .. IP~IIIPrcpettyT&J'K 
A .. l PetsOn•l Pr~onyTu..s. 
RtM-Pt rs P1op l u~ leeus 
~t.,.Pt!s Plop T-.. Cu l eaNS 
fljutPtop fM·~LU!.a:t 

~ • .,Plop tac-C-.p lnsrs 
R .. l PVMn&t P1~eny Ta.n 

ProplftyTuoa 
.SI ~SeN convn ht·F't h 

Regulatory F•• 
fNtr.t &aM Tu.n 

Produc:llon Tu•• 
"St Uc.R~fa~~ ·Feet 

StlittSMes.MICIUw T-.es 

S~tSafn&nciUnl.,« 

StMtSMKlll'ld0... T .. H 

.StaeS...II'IdU.e T .... 
Mlocallanoouo Tun 

Otlllr Non~nc...,.. T-
Ta ... other Th8n Income Tu• 
TOTAl OPERA'IWG EXPENSES 

Memo: SEC Total Opere Will/ Eltpenas 

OPERATING IN ME 

'l. r, c ;::E t:-;\ti~JG !r CO~'E I([:XPE/JSE.SI 

lnt & ~d•k· Nonaaoe. 

,.,.,_, & Dividend NonAIIDIDtd 

lru.tes.t ·~· ANOC Non COP 
"'tc''*'"~ · Aa.scx:ceP 

lntetat & Dividend Amii
Totol.,.ratt & Dhlllfand Income 

C~Ct!atg,eS 

lntetat & Dividend Corrytng cna.ge 
Memo; Total /(Jiertllll 4 OMdertd tncome w/Cofl')!ll!l 

AFUPC 
Gain on Dlopooltlon of E'!"lly lnveolmenta 

tni- L'TtJFMB 
lnlaraot LTD IPC 

1nwest &p . Auoc ~a..-

,....,. .. L TO NoiH Poyabll· AIIDiallld 
lntaralll LTD NoiH Poyabll - NonAIIIIIotad 

I• 

II 

II 

II 

II 

II II 
II 

P~ge 7 

Kontvc:toyP-r Kentvc:toyP-r Kantvcky P-r Kantvcky P-r 
lntConaol Company • Company • Generdo" Compony -

Dlatri.butlon Tren•ml .. lon 
GLSI011 110 117 110 

Actual Actual Ac:tval Ac:tval 

'(1t)~_pr2014 YlDApr2014 Y'TtJApr2014 Y'TtJApr2D14 

1.138,932 503,396 4~2 290 191.2.47 
12,872 0 0 12,872 

1,149.104 503,391' 442,210 204,111 
96,962 0 0 96.382 
H,UZ - II,:Jlll 

- - - . 
1,241,188 503,3H 442,210 300,411 

29,588,202 8,426,7:11 18,268,598 2..892,854 
21,511,202 1,421,751 11,211,511 2,1112,854 

- - -
538,655 0 S38,655 0 
531,155 - 5:Jll,655 -- - - -

:14,121,157 1,416,751 18,107,253 2,192,154 
31,373,023 1,130,146 19,.l41,543 3,193,335 

- - - -
(5.942) 1 (5,943) 0 
20,000 0 20,000 0 
14,051 1 14,057 -

1,408,893 553,511 798,651 56,731 
18,049 7,859 9,306 885 
57,644 19,678 35,719 2,247 

(388,431) (241 ,320) (118,376) (28,735) 
(2.380) (1 ,571) j633) (155) 
(5.665) (3,392) (1 ,944) (329) 

1,0II,U1 334,718 712,721 30,144 
1,324, 190 0 1 ,32-~ ,190 0 
1,324,1.0 - 1,324,190 -

131 131 0 0 
953,332 0 953,332 0 

3,410,480 1,997 748 300,772 1,111 ,960 
1,038 790 68 180 
7,164 5,408 416 1,340 

(1 ,473) (1,473) 0 0 
8,500 8,500 0 0 

18,868 3,224 0 15,644 
4,391,040 2,014,127 1,254,5111 1,129,124 

315,415 315,415 0 0 
315,415 315,415 - -

986 0 986 0 , .. - 116 -
200 200 0 0 

(342,470) !156,655) p 78,775) (7,040) 
218,039 89,065 119,078 9,896 

1,295 1,295 0 0 
6,198 6,198 0 0 

(116,731) (59,197) (59,697) 2,158 
(115,752) (59,1t7) (51,711) 2,151 

7024012 2.104.813 3,251.145 1,162.824 
17 535152 o7,:>1A,107 ""' 11743 75&1 118 

231,02J,t24 1t9,S07,151 181,216,513 7,561,148 

6'f:,.11&1,U3 1l.Z44.S03 31654332 23.011.531 

7.276 6,966 (218) 528 
7,278 1,961 (211) 5%1 
7,747 7,747 0 0 
9,692 1,121 (24,952) 33,523 

17,438 8,867 {24,952) 33,523 
24.714 15.133 (25,170) 34,051 
21.664 0 0 21 ,664 
21,818 21,864 

48,371 15,133 C25,170) 55,715 

1,907.~0 171 460 1,212,526 523,055 
1,907,040 171,4&0 1,212,5:1.8 ~23,055 

350,000 139,122 102,963 107,916 
350,000 139,112 102,1163 t07,11C 

H;\Gt.VMK Team\R~Iatory & Governmental Reports\Kentucky Power Montllly Report KPSC\201412014 04 Apr11\2014_ 4 GLS801!! •l• 
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American Electric Power Page& 

INCOME STATEMENT KentvclcyP-r K...tuclcy P-r Ken!UclcyP- Kentucky Power 
lntconsol Company- Comp•ny .. Genen~Uon Company-

GLSID18 Dlatrlbullon -r,..nllnfaalon 
YTDApr2014 GLSI01& ltD 117 1&0 
0510112014 11:17 Actvol Actual Actual Actval 

"-1:GI.5M11 
DI8V201...of-JG A-n<: G~ ACCT IEC -U-: II£GIOfW.J\..CONI I YTDApr2D14 YTDAP<2014 YTDApr2014 YTDApr2014 

In-LTD Dabentura . . . . 
~270006 "ot on t TO $m \JnMC Nolts 

li 
11,332.902 <1,504,715 3,333,913 3,494,274 

lnlatut L TO Senior Un_u,.d \1,33%.102 4,5114,715 3,333,!13 3,494,274 
4170012 PCR& IflllefeftE~~ 7,747 7,747 0 0 

lnla,.lt L TO OINr • AIIU 7,747 7,747 . 
1710005 lnlonlTO" "".,..l TD II 959.722 966.319 (6.~97) 0 

lnlaNot L TO otNr - NonAml 951,722 988,31! (8,587) . 
lnla,.lt on Long-Term Debt 12,&50,371 5,117,103 3,430,279 UDZ.1i8 

4JODDDJ 1M fO Asaoc Co · CBP 

I! 
19,332 2,234 112,04S (94,9H) 

lnla,.ot STD · Ami 11,332 2,234 112.045 (14,147) 
4310007 l.a\n Of Cfe'*l 262,392 106,12.7 132,702 23,S62 

lnlaNot STD- NonNIII 262,312 101,127 132,702 23,512 
lnlarat on Short Term Dabl 

II 
2.11,724 101,312 244,747 (71,315) 

A' IOOQI A..n:vU ~f;qt.Sh ~ Na:te 157.062 62,431 46,2.05 <18,427 
Amort or O.bl Dla c. P..m & Exp 157,0$2 e2,431 45,205 41,427 

4U t0o.t Anvil Lma Rc-qwre:d Ofb"OIInt 

1: 
11,216 4.<15& 3,300 3,456 

Amort Lo .. an Rooacqulred O.bl 11,215 4,ASI 3,300 3,458 
Amort Gain on Ra!lcqul,.d Deb! . - - -
Oilier lntarnt- Fuel Rocowry 

II 
- . . . 

43Ul001 Clftt•r (ntttn1 &p.Me 524S6 20,228 27,171 5.o~ 
4310002 lntorestcm Onloi"!M~ 9,065 G,0$5 0 0 
431002:1 ''""niE:rpmw · ~eTax 

II 
1,095 545 523 27 

Olfulr lnta,.lt - NcnNIII 12,116 21,131 27,6!4 5,015 
Other lnlarnt ExpenM - Allll . . - -
lnla...t Rala Hldgo UMUUrad (Gatn)ll.ou . - - -

•nocoo Mw &trwed ""ds Und ~!r.Cr I• l 993,178) (BB,636) (833.984) (270,5~) 
AFUDC-IIo,_ Funda (113,171) (U,831) (133,914) (270,55&) 

TolallntaiUtCIIOI'IIU 1,;119112 5,734,355 3,111,239 3.317217 
INCOME BEFORE INCOME TAXES and EQUIT'( EARNIIIIGS 57744171 Tlt7440 2S72l~ 20,324 011 

4091001 lMJOrM; T ...-n. !JOt • Fldctal 17.090.564 3,309.864 a ,1A9.9n ~1130,723 
·~001 t-.c: Ta., Olh lnt.&D•~fedtf .. 

II 
(234.37S) (144.483) (70.500) (19,393) 

Flldoral c..,..,tln._ Tu 18,151,119 3,tl5,3f2 e.m.•n 5,611,330 
410\001 Prvw Oef liT Ubi Op IN:.-Fed 19,633,922 1,912.366 16.391,224 1.330.331 
4101001 Prwoeri/T Clt~t 1&.0 . F•Wa& 198,738 12,5,084 50.258 2.3.39S 
4 i 1tCOt fiN DcriiT .Cr UU Op tnoFd 

II 
(18,257,310) (2.712,884) (15,0~ 186) (486.240) 

4 '12\101 Pf'tl O.fllf.ct 08'1 I&D-fld, (20,438) 0 (20,438) 0 
Fodo,.l Dolo,..d lncomo T• • 1,554,112 (175,433) 1,31Z,ISI 167,417 

4Ht001 tTCAdJ.W.tyOpar · f•o 

I! 

(32,013) (5,0<10) (7,70<1) (19,269) 
Flldo,.l lnvoatmont Tu C..dlls (32,013) (5,040) (7,70<1) (19,261) 

Federallnaoma Ton 11,379,0U 2.414,109 9,434,131 6,459,1141 
' 09100214 In~ hus UOI --Slel• 2,965.449 352,814 1,6<12.393 970.241 
4092.0021. me:-Tu Olh •~ Otd • SC.. (40,BBO) (25,078) (12,237) (3,366) 

Slalla Cu,..nl tncoma Tu 

II 

2,124,788 327,736 1,630,157 ,.8,175 
4111002 Pf\1 0.1 lit oGr Ue&Op.1~tatt- (203,6<10) 0 (204,6<10) 0 

Slala Dofwrad Income Tu (203,140) . (203,140) . 
Slala lnvo-nt Tax Cradllol - - -

stata fncome Tu• 2.72.0,921 317,736 1,f26,317 188,875 
Local Cu,..nt lncomo Toa . . . -
Local Dolorrod lncC>me Tall - . > . 
local ln-ont Tu Credlta 

1: 
- - . 

Loca' lnc::ome Teua . -
Fonolgn Cumont Income Tu . -
Fo,.lgn Dahi!Rd Income Taa 

1: 
. - . 

Fo..lgn lnvoscmant Taa C,.dlta - - - . 
F"o,.lgn l'ncomaT .... . . . 

Total Income Tans 11,100,018 2,112,145 tO,IBO,MI 7,428,423 
EllllliV &mint• or Sllba . . - . 
INCOME AFTER INCOMI! TAXES a!ld EQUITY EARNINGS 31,144,913 .... 795 1UI2,SOD 12,197 ... 

Dlacontlnuad Opa..Uona (Nat or Taaoa) . -
Cumulative etroct oil Accountlnll Cha"- - -
e.tr.ordl~ftO!YJncomal (Eapon""} . . . -
NE1 INCOME 36,1441 &3 4.&14.Tit5 11.112.SOO , 117661 

Mlnorliy lntarnt . . . 
Prof11rrod stocll Dlvfftnd Suba . . . 

Eunln• to Common Sluonlholda.- 3&,M<U63 ....... 715 11162.500 12,817111 

NET INCOME (LOSS) NODE befo,. PS 36,&44,tB3 4,114.795 11,182,500 12,19?,UI 
DadieOI,tiCicanHe1!nccm.~t.,_PS 

It 
(0) (0) - (0) 

Page 6 o!B 1201412014 04 Aj>oi\20H_ 4 GLS801bls H~IGL~MK Team\ReQ111atoly & Govem~Jal Repo11S\Konlud<y Pcwer Monthly Report KPSC 
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Amerlc:an Electric: Power 

GUi1011 
YlDApr:Z014 
05101J20t4111:37 

INCOME STATEMENT 

018V2Dt~ 

~OLSI011 I 
.._., 1\UT_sec -•-UOiio;REGIOIOAL,..A CON 

II 

I 

II 

Pago9 

!(entuclcy 1'-r ltenluclcy P-r KentuclcyP-r Kentuclcy !'ower 
ln1Conool Compony- Company - Generation Compony-

Dlatllbutlon Tranamloolon 
GLSI0'11 110 117 110 

Actvol Actwol Actvol Actvll 

YlDAor2014 YlDADr2014 YlDApr2014 YlDApr2014 
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AMEfUCAN ElECTRIC POWER COMPANY 
BALANCE SHEET 

GL.S8216 
YTDApr2014 
0Wat20U 14 52 

018 V201'-04-
La)"DDII : CJIAIZ'I 

- ......,.CC't.UC ·-u ... IUGitliW...A .CONI 

Cuh end Cash Equlvelenl5 
Other Cash Depoatts 

Customers 
Accnled Unbllled RevenueJ 
Miscellaneous· Accounts Receivable 
Allowances for Uncolledlble Accounts 

Accounts Receivable 
Advances to Amllatee 
Fuel, Materials ·~ Supplies 
Risk Management Contracts · Current 
Margin Deposits 
Unrecovered Fuel - Current 
Other Current Regulatory Assets 
Pre a ments and Other Current Assets 

TOTAL CURRENT ASSETS 

Electl1c Production 
Electric Transmlealon 
Electric Distribution 
General Property, Plant end Equipment 
Construction Wor11-ln-Progrns 

TOTAL. PROPERTY, PLANT and EQUIPMENT 
Ins: Accumulated De ntclatlon and Atnortlutlon 

NET PROPERTY, PLANT and EQUIPMENT 
Net Regulatory Assets 
SecurltiHd Transition Assets and Other 
Spent Nuclear Fuel and Decommissioning Trusts 
Investments In Power end Distribution Projects 
Goodwill 
Long-Term Risk Management Assets 
Employee Benents and Pension Assets 
Other Non Current Assets 

TOTAL OTHER-NON.CURRENT ASSETS 

TOTAL. ASSETS 

Accounts Payable 
Advances from Am nates 
Short-Term Debt 
Other Current Regulatory liabilities 
Long-Tenn Debt Due Within One Year Non-Amll 
Long-Term Debt Due Within One Year· Amllated 
Risk Management Llabllltlea 
Accrued Taxes 
Memo. Property Taxes 
Accrued Interest 

Risk Management Collateral 
Utlrrty Customer Deposlls 

Deposits • Customer a nd Colla tent! 
Over-Recovered Fuel Costs • Cumrnl 

Dividends Oeclat8d 
Pre!Bill!d Stock due WIIN 1 Yr 
Obligations under Capital l eases - C\JITt!lll 

Tax CoUec:llons Payable 
Revenue Refunds - Acaued 
Acaued Rents - Rockport 
Acaued- Payroll 
Acaued Rents 

P•ge1C 

Kentucky Power Kentucky Po-r Kentucky Power Kentucky Po-r 
lntConsol Company- Company - Generation Company -
GLSU16 110 117 180 

YTDApr201( YTDApr2014 YTDApr201( YTDApr201( 

663,352 663,352 0 0 
0 0 0 0 

2(,492.390 13,339,802 10,341,516 811,073 
(14,018.863) (14.0)8,863) 0 0 
31,752.712 5,287,421 70.574,374 7,331,58( 

(60 563~ 146,935! !11 6281 0 
42,185,675 (,559,425 80,90(,262 8,1(2.858 

0 0 0 0 
79,675,672 2,556,112 76,183,068 956,492 

2,920,709 (1 ,178) 2,921,887 0 
1,126,506 18,2.55 1,108,251 0 

11,188,588 0 11,186,588 0 
0 0 0 0 

2,075,549 1,1179,180 316,594 79,774 
139,81(,051 9,475,14e 172,600,150 9,178,922 

1,064,695,670 744,696,678 1,(98,505,5118 507,834,025 
511,321,1123 0 0 0 
700,231,136 0 0 0 
476,317,005 199,571 4,169,381 1,160,(79 
145,473,712 16,(64,707 69,695,288 39,413,718 

2,900,039,446 761,360,955 1,590,270,270 648,(08,221 
{969,039,294) 1237,874,5591 (562,510,397) (168,654,339! 

1,931,000,152 . 523,o488;396 1,027,759,873 379,753,882 
215,418,015 102,527,722 57,238,305 55,651,988 

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

1,793,141 (17) 1,793,158 0 
13,625,169 (1 ,067,934J 14,387,530 305,573 
13,027,308 5,<45(,119 4,750,512 2,812,877 

2(3,863,833 106,923,890 78,169,505 58,170,239 

2,314,677 .!37 639,885,432 1,278,530,028 447,703,044 

78,283,(02 58,415,024 67,738,475 3,552,589 
2(,3011,197 {10,329,610) 167,176,133 (132,637 ,326) 

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

826,950 0 828,950 0 
25,(81,90( 8,1<46,926 ( ,25!1,837 13,075,141 
13,699,487 6,202,01( 3,671.205 3,826,268 

8,5<46,512 3,382,30.5 2,557,976 2,606,232 
691.344 0 691,344 0 

24,510.548 24,510,548 0 0 
25,201,892 24,510,648 891,344 0 

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

1,445,590 515,416 786,510 143,664 
1,988,038 1,89(,343 88,300 5,396 
1,378,9(6 0 259,350 1,119,596 

0 0 0 0 
2,258,587 869,925 1,281.324 107,338 

(28,131) 125,131) 0 0 
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AMERICAN ELECTRIC POWER COMPANY P•~e II 

BALANCE SHEET Kentuc:ky Power Kentucky Power Kentucky Power Kentuc:ky Power 
GLS8216 lntConsoJ Company· Company ·Generation Company-
YTDApr2014 GLSII216 110 117 1110 
-141452 

UJ10111 :Gt.SU11 

098 V2014-44-- -ava:-r.uc _ ....,MCIOD11Al.J\,.COII5 YTDApr2014 YTD APf' 2014 YTDApr2014 YT0Apr2014 

Ac:c:rued ICP 2,341,744 903,095 1,350,500 88,149 
Ac:cnJed Vac:allons 5,796,954 2,246,373 3,283,477 267,104 
Mise: Employee Benefits 1,232,401 424,860 793,308 14,233 
Payroll Deductions 222,977 98,539 109,771 14,667 
Sevenmce/ SEI 0 0 0 0 
Ac:c:rued Workera Compensation 765,214 309,261 416,502 39,452 

2530022 CUstomer A.d.~ance ReceJpt1 1,359,231 1,359,231 0 a 
Customer Advance 1,359,231 1,359,231 0 0 

2420511 Conlrol C.•to Olst>u,..., Account 1,606,n2 1,606,722 0 0 

Control Cash Disbursement Ac:c:ount 1,606',722 1,606,722 0 0 
JMGUabillty 0 0 0 0 

2420088 Eeon Development Fund Curr 291,250 a 29\.250 0 
2420512 VnCI.IOmed Fvnds 4,271 4,271 0 
2420542 Aec Cash F"'~so Rcq 88,021 88.021 0 0 
24205921~ SiMes Use Tu · Lease Eqlllp 340 222 43 75 
2420643 Atctued Audil Fns 151.138 40.673 114.939 25,526 
2420656 Ftdoral M!llgat;on ACXN (NSR) 554,326 554,326 
2420664 ST Stote MJijgatlon Del (NSR) 246, 141 246.~41 0 
2530050 Otfemtd Rev ·Pele Attachmenlo 145,·121 145,121 0 0 
2530112 Olher Deferred Cnld1ts-Curr 653.180 653,180 0 
2530124 CaNt In Aid of Conotr Advance 69,242 69,242 0 0 

Mise: Current and Acc:rued Liabilities 2,203,032 347,551 1,829,880 25,601 
Current 011\er and Acc:rued Liabilities 21,125,716 10,031,769 9,412,412 1,681,535 

Otller Current Uabllltlas 22 571 305 10 547185 101911922 11125198 
TOTAL CURRENT UABlLmES 1115,201,163 94,672,377 253,447,6311 (111,478,186) 

l.ong-Term Debt· Amllated 20,000,000 7,949,800 5,8113,600 8,166,600 
Long-Tarm Debt · Non Amllated 730,000,000 210,169,700 355,915,400 163,414,900 
Long-Term Debt· Premiums and Discounts Unam !'t (555,750) (220,905) {163,491) (171,3541 

Memo - L TO Non.AI1flialed and Premiums 729,444,250 210,448,795 355,751,909 163,243,546 
Long·Tarm Risk Management Llablllliea- Hedge 0 0 0 0 

2440002 l T Unreol Lones · Non Affil 790,013 571 789,442 0 
2440022 UT l.tobHity MTM COIIaleral IUG'l) 0 12.~~7) 0 

Long·Tarm Risk Management Llablfilles - MTM 787,116 571 786,545 0 
Long-Term Risk Management Uabllltlas 787,116 571 7116,545 0 
Deferred Income Tun 555,947,931 1611,193,003 2611,943,744 118,811,1114 
Deferred Investment Tax Credlte 93,734 19,125 30,124 ....... 6 
Regulatory Liabilities and Deferred Credits 22,935,1156 {31.450,818) 60,710,443 (6,323,769) 

Memo- Reg Uab and Def fTC 23,029,590 {3 1.431,693) 60,740,566 (6.219,284} 
Asset Retirement Obllgetlon 20,646,325 82,120 20,5&.4,204 0 
Nuc:lear Dec:ommlsslonlng 0 0 D 0 
Employee Benanti and Panslon ObllgaUons 7,962,740 3,U1,511 4,726,572 104,657 
Trust Preferred Sac:urltln 0 0 0 0 
Cumulative Preferred Stocks of Sube • Mandatory ~de 0 0 0 0 

Obligations Under Capital Leases 3,966,321 1,423,423 2,062,992 479,906 
Oef Credits • hicome Tax 681 ,409 361,821 277,000 42.588 

2530114 F'ede~ Mlli~allcn Oefe"'l(NSR) 1,110,644 0 1,110,644 0 

Oef Credits • NSR 1.110.644 0 1,110,644 0 
Customer Advances for Constn.tction 116,031 116,031 0 0 
Oef Gall'l on Sale/Leaseback 0 0 0 0 
Deferred Gain on Sale and Leasebac:k- Roc:kp! 11 0 0 0 0 
Oef Gain on Dlsp of Utllily Plant 0 0 0 0 

2530000 Other Otferred CnldiU 1,732,211 0 1,732,211 0 
2530001 Oefemtd Revenues I 5.612 5,612 0 0 
2530067 IPP • System Vpg,..de Cr.dll> 

. ~ 
271,729 0 0 271,729 

2530092 Fbr Opt Lns·ln Kmd SV·Ofd Gns 154,776 154,77& 0 0 
2530137 Fbr Opt Ln ... Sald•O.fd Rev 98,655 0 0 98,655 

Oef Cmdlta • 011\er 2,262,983 160,388 1,732,211 370,384 
Total 011\er Deferred Credits 2,379,014 276,419 1,732,2.11 370,384 
Accumulated Provisions - Rate Reflmd I 0 0 0 0 
Accumullled Provisions - Mise: 873,750 0 873,750 0 

Otller Non.Current Liabilities 9.0111311 2 061 684 6056 597 1112an 

Page 11 ol3 
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AMERICAN ELECTRIC POWER COMPANY 
BALANCE SHEET 

GLS8218 
YTDApr2014 
OSIOIIZ01414."5Z 

099 V2014-04-

- ·-

CONI 

TOTAL NON-CURRENT LIABILITIES 

TOTAL LIABILITIES 
Cumulatl\le Pm Stocks of Subs - Not subject Mend R err 
Minority lnte111St- Deferred Credits 

Common Stock 
Paid In Capital 
Premium on Capital Stoc;k 
Retained Earnings 
Accumulated Other Comprehensive In coma (Loss) 

TOTAL SHAREHOLDERS' EQUITY 
Memo: Total Equity 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 

out-d-balance 

Kentucky Power 
lntConsol 
GLS8218 

YTDA 2014 

1,366,829,089 

1 552 030 

0 

50,450,000 
517,459,453 

0 
201,335,887 

(8,597,756) 
762647 584 
162,647,5 

2,314,677,837 

(0) 

Kentucky Power 
Compaov -

110 

YTD r 2014 

380,415,772 

088 14!1 
0 
0 

22,404,049 
106,026,371 

0 
56,447,919 

(80,057) 
184797 283 
184,797,283 

639,885,~2 

0 

Kentucky Power 
Company - Generation 

117 

YTD r2014 

723,473,738 

976 921 377 
0 
0 

10,287,603 
327,394,246 

0 
(29,617,598) 

(6.455,600) 
301 608 651 
301,608,651 

1,278,530,028 

0 

Kentucky Power 
Col'lpany-

180 

YTD 2014 

282,939,579 

171461 393 
0 
0 

17,758,348 
84,039,836 

0 
174,605,566 

{62,099) 
276 1650 
276,241,650 

447,703,044 

10) 

Page 12 
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Run Dale: 0510912013 13:19 

X_OPR_COS Rpt 10: GLR2200V LAyout: GLR22 1 

KYP CORP Cl V2099-01-01 Aa:l: PRPT__ACCOUNT BU: GL P h_cONS 

ASSETS 

PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL 
CONSTRUCTION WORK IN PROGRESS 
ELECTRIC UTIUTY PLANT 

Net NonUiillty Property 
Investment In Subsidiary & Associated 
Other Investments 
Other Special Funds 
Allowance - NonCurrent 
Long Term Energy Trading Contracts 

OTHER PROPERTY AND INVESTMENTS 

Cash and Cash Equivalents 
Advances to Affiliates 
Acct Rec - Customers 
Acct Rec - Miscellaneous 
Acct Rec - AP for Uncollectible Accounts 
Acct Rec- Associated Companies 
Fuel Stock 
Materials and Supplies 
Accrued Utility Revenues 
Energy Trading 
Prepayments 
Other Current Assets 

CURRENT ASSETS 

REGULATORY ASSETS 

TOTAL DEFERRED CHARGES 

TOTAL ASSETS 

CAPITALIZATION and LIABILITIES 
COMMON STOCK 
Authorized: 2,000,000 Shares 
Outstanding: 1,009,000 Shares 

Common Stock 
Premium on Capital Stock 
Paid-In-capital 
Retained Eamin s 

COMMON SHAREHOLDERS' EQUITY 

Kentucky Power Corp Consol 
Comparative Balance Sheet 

April 30, 2013 

Month End Balances December Balances 
2013 LastYear 

560,392,910.59 
490,868,434.64 
666,165,245.08 

58,863,060.14 
46,258,404.05 

1,822,548,054.50 
(836,700,385.91) 

1 '185,847,668.59 

884,320.47 
0.00 

258,837.67 
0.00 

2,361 •. 233.00 
4,789,174.94 
8,293,566.08 

1,310,636.02 
11,859,253.56 
12,286,794.46 
4,392,381 .13 

(9.817 70} 
6,556.184.15 

38,624,134.99 
.22,610,165.98 
(7,551,971.25) 
4 ,148,601.68 
1,238,906.19 
1,774,278.81 

97,239,548.01 

217,025,776.98 

68,310,117.26 

1,576, 716,676.92 

50,450,000.00 
0.00 

238,573,780.93 
203,343,368.61 
492,367,149.54 

0.00 
0.00 

558,934,668.00 
490,152,082.00 
652,615,328.83 

57,451,300.18 
44,281,291.91 

1,803,434,670.92 
~624,238 ,902.51) 

1,179,195,768.41 

5,498,717.60 
0.00 

260,727.67 
0.00 

2,361,232.37 
6,881,654.77 

15,002,332.41 

1,925,747.09 
0.00 

12,676,052.64 
3,141,697.43 
(141,538.08) 

9,241,088.58 
69,147, 176.47 
25,061.279.42 

816,939.53 
6,174,619.72 
1,569,794.80 
1,660,942.94 

131,274,000.53 

214,900,829.18 

78,498,798.33 

1 ,618,871, 728.86 

50,450,000.00 
0.00 

238,341,119.49 
190,818,915.56 
479,610,035.05 

0.00 
0.00 

Variance 
$ 

1,458,242.59 
716,352.64 

13,549,916.25 
1,411,759.96 
1,977,112.14 

19,113,383.58 
(12,461,483.40) 

6,651,900.18 

(4,614,397.13) 
0.00 

(1,890.00) 
0.00 
0.63 

(2,092,479.83) 
(6, 708, 766.33) 

(615,111 07) 
11,859,253.56 

(389 ,258.18) 
1,250,683.70 

131,720.38 
(2.684,904.43) 

(30,523,041.48) 
(2.451 '1 13.44) 
(8,368,91 0.78) 
(2.026.218.04) 

(330,888.61) 
113,335.87 

(34,034,452.52) 

2,124,947.80 

(10,188,681.07) 

(42,155,051.94) 

0.00 
0.00 

232,661 .44 
12,524.453.05 
12,757,114.49 

0.00 
0.00 

Page 10 
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Run Data: 0510912013 13:19 

X_OPR_COS RptiO: GLR2200V Layout: GLR22001 I 

KYP CORP Cl \12()99..()1-01 /V:.ct PRPT ACCOUNT BU: GL,. P tfT CONS 

2440002 
2440022 
2450011 

2520000 

2530000 
2530022 
2530044 
2530050 
2530067 
2530092 
2530101 

CUMULAnVE PREFERRED STOCK 

TRUST PREFERRED SECURITIES 

11 Long-Term Debt Less Amt Due 1 Yr 

CAPITALIZATION 

Obligations Under Capital lease-Nor~urrent 
Accumulated Provision Rate Relief 
Accumlated Provision - Mlscellanous 

Other NonCurrent Liabilities 

Preferred Stock Due Within 1 Year 
Long-Term Debt Due Within 1 Year 
Accumulated Provision Due Within 1 It ear 
Short-Term Debt 
Advances from Affiliates 
NPGeneral 
NP Associated Companies 
Customer Deposits 
Taxes Accrued 
Interest Accrued 
Dividends Accrued 
Obligation Under Capital leases 
Energy Contracts Current 
other Current and Accrued Uabilities 

Current Liabilities 

Deferred fncome Taxes 
Deferred Investment Tax Credits 
Regulatory Llabllltles 

II 

l T Unreal losses • Non Affil 11 
UT liability MTM Collateral 
UT Uabilily-Commodity Hedges 

Long-Term Energy Trading Contracts 
Customer Adv for Construction 

Customer Advances for Construction 
Deferred Gains on Sale/leaseback 
Deferred Gains on Dispostion of Utility F lant 

Other Deferred Credits 
Customer Advance Recefpts 
Neigh Help Neig-Cust Donations 
Deferred Rev -Pole Attachments 
IPP - System Upgrade Credits 
Fbr Opt Lns-ln Kind Sv·Dfd Gns 
MACSS Unidentifted EDI Cash 

Page 11 

Kentucky Power Corp Consol 
Comparative Balance She'!t 

Apr1130, 2013 

Month End Balances December Balances Variance 
2013 Last Year s 

0.00 0.00 0.00 

0.00 0.00 0.00 

549,277,525.00 549,221,950.00 55,575.00 

1 ,041,644,674.54 1,028,831,985.05 12,812,689.49 

, ,915,975.39 1,674,300.89 241,674.50 
704,292.00 1,635,430.00 (931,138.00) 

35,979.335.42 34,033,794.12 1,945,541 .30 
38,599,602.81 37,343,525.01 1,256,077.80 

0.00 0.00 0.00 
0.00 0.00 0.00 
0.00 0.00 0.00 
0.00 0.00 0.00 
0.00 13,358,855.63 (13,358,855.63) 

18,460,976.57 30,336,776.64 (11 ,875,800.07) 
20,616,233.95 41,052,680.18 (20,436,446.24) 
24,293,945.54 23,484,964.81 808,980.73 

5,089,833.84 6,548,714.64 (1.458,880.80) 
8,102,080.00 7,166,695.02 935,384.98 

0.00 0.00 0.00 
1,309,467.34 1,403,875.95 (94,408.61) 
2,097,022.53 3,320,068.02. (1 ,223,045.49) 

15!658,826.03 17,797,808.10 (2, 138.982.07) 
95,628,385.80 144,470,438.99 (48,84'2,053.19) 

388,663,480.28 385,153,166.17 3,510,314.11 
279,089.14 355,758.82 (16,669.68) 

5,338,208.84 13,831,965.72 (8,493, 756.88) 

2,720,170.151 4,200,196.07 {1 ,480,025.92) 
(119,515.00) (582,545.00) 463,030.00 

19,903.00 82,731 .00 (62,828.00) 
2,620,558.15 3,700,382.07 (1 ,079,823.92) 

59,351 .361 63,177.74 (3,826.38) 
59,351 .36 63,177.74 (3,826.38) 

0.00 0.00 0.00 
0.00 0.00 0.00 
0.00 0.00 0.00 

1 ,454,404.02 2,634,497.53 (1,180.093.51) 
0.00 0.00 0.00 

149,998.97 78,940.35 71,058.62 
263,073.91 260,279.72 2,794.19 
160,724.00 162,614.00 (1.890,00) 

0.00 0.00 0.00 
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i 
Page 12 

Kentucky Power Corp Consol 
ComparaUve Balance Sheet 

April 30, 2013 
Run Date: 0510912013 13:19 

X_OPR_COS Rpt 10: OLR2200V Layout GLR22001< 
I 

Month End Balances December Balances Variance 
KYP CORP Cl ~01-01 Acet PRPT ACCOUNT BU: GL PI PT CONS 2013 Last Year $ 
2530112 Other Deferred Credits-Curr 987.972,74 1 '113,326.72 (125,353.98) 
2530114 Feder! Mitigation Deferai(NSR) 754.941,55 754.941 .55 0.00 
2530137 Fbr Opt Lns-Sold-Defd Rev 112,210.82 116,729.42 (4,518.60) 

Other Deferred Credits 3,883,326.01 5,121,329.29 {1.238,003.28) 
Deferred Credits 61563,235.52 8.1884,889.10 j2,321 ,653.581 

DEFERRED CREDITS & REGULATED LU riLITIES 400,844,013.78 408,225,779.81 (7,381 ,766.03) 

CAPITAL & LIABILinES 1,576,716,676.93 1,618.,871,728.87 (42.155.05 1 .94~ 

Statement of Retamed Earnongs 

BALANCE AT BEGINNING OF YEAR '190,818,915.56 171,840,462.36 18,978,453.21 
Net Income (Loss) 18,774,453.05 
DeducUons: 

50,978.453.21 (32.204,000.16) 

Dividend Declared On Common Stock (6.250.000.00) -32.000,000 25,750,000.00 
Dividend Declared On Preferred Stock 0 .00 0 0.00 
Adjustment in Retained Earnings 0.00 0.00 0.00 

Total Deductions (6,250,000.00) (3z;ooo,ooo.oo) 25,750,000.00 

BALANCE AT END OF PERIOD (A) 203,343,368.61 190,818,915.56 12,524.453.05 

(A) Represents The Following Balances At rot ..... 
215.0 Appropriated Retained Earnings 0.00 0.00 0.00 
215.1 Appr Retnd Emgs- Amrt Rsv, Fed 0.00 0 .00 0.00 

Total Appropriated Retained Earnings 0.00 0.00 0.00 

2160000·1 Unapprp Retained Earnings Unrestr 190,818,915.56 171,840,462.36 18,978,453.21 
2160002+ Unapprp Retained Earnings Restr 0.00 0.00 0.00 
210.0 Gain on Reacquired Pref Stock 0.00 0.00 0.00 

Net Income Transferred 12,524,453.05 18,978,453.21 {6,454,000.16) 
Total Unappropriated Retained Earnings 203,343,368.61 190,818,915.56 12.524,453,05 

216.1 Unapprop Undistributed Sub Earnings 0.00 0.00 0.00 
418.1 EquitY Earnings of Subsidiary Co 0.00 0.00 0.00 

Total Unapprop Undistributed Sub Earning! 0.00 0.00 0.00 

Total Other Retained Earnings Accounts 0.00 0.00 (0.00) 

TOTAL RETAINED EARNINGS 203,343 368.61 190,818 915.56 12,524,453.05 

I I 

;I 

512912014 
I 
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KENTUCKY POWER COMPANY Paga1 
Flna.l DETAIL OF EL£CTRIC UTIUTY PROPERTY 

YEAR TO DATE • Apr11, 2014 

GLR7210V 015/12/14 07:45 

BEGINNING ORIGINAL COST ENDING 
BALANCE DDITIONS RETIREMENTS ADJUSTMENTS TRANSFERS BALANCE 

U'TIL!JY PLANT 

101/106 GENERATION 1.•78,684,251.88 9,o483,918.12 (2. 101,586.69) (9.12) 0.00 1,486,066,57 • . 19 

TOTAL PRODUCnON 1,478,e&U51.B8 8,483,918.12 (2, 101 ,586.69) (9.12) 0.00 1,486,068,674.19 

1011106 mANSMISSION 503,165,511 .80 3,931,214.88 (63,568.20) 0.00 0.0.0 507,033,218.48 
1011106 DISTRIBUTlON 733.716,590.81 10,008,907.67 (2,497.043.62) 0.00 0.00 741 ,288,454.86 

TOTAL (ACCOUNTS 101 & 101) 2,715,126,414.48 23,424,040.17 (4,662,188.51) (9.12) 0.00 2,734,388,2.41.53 

1011001/12 CAPITAL LEASES 6,279.149.11 0.00 0.00 962,943.15 0.00 7,242,092.32 

102 ELECTRIC PL T PURCHASED OR SOLD 0.00 0.00 0.00 0.00 0.00 0.00 
1140001 ELECTRIC PI.ANT ACQUISITION 0.00 0.00 0.00 0.00 0.00 0.00 

TOTAL EL£CTRIC PLANT IN SERVICE 2.7'21,805,563.86 II 23,424,040.87 (4.862,198.51) 962,934.03 0.00 2,741,830,339.85 

1050001 PI.ANT HE.LD FOR FUTURE USE 7,405,958,73 0.00 0.00 0.00 0.00 7,.405,958.73 

1070DDX CONSTRUCTION WORK IN PROGRESS: 

107000X BEG. BAL. 128,599,148.19 
107000X ADDITIONS 40,298,604.42 
107000X TRANSFERS (23.424,040.67) 
107000,X END. BAL. 16,874,563.75 145,473,711.94 

TOTAL ELECTRIC UTIUTY PLANT 2.U7 81G,i70.158 40 288,80·U2 (4,662,188.51) 862,834.03 0,00 2,884,1510 010.112 

NONUnqrr PL,ANT 

1210001 NONUTILITY PROPERTY-OWNED 995,120.00 0.00 0.00 0.00 0,00 595,120.00 
1210002 NONUTIL!JY PROPERTY-LEASED 0.00 0.00 0.00 0.00 0.00 0.00 

1240025-29 OTHER INVESTMENTS 4,534,315.74 0.00 0.00 (0.03) 0.00 4.534,315.71 

TOTAL NONUnLITY PLANT 5 529,43&.74 0.00 0.00 0.03 0.00 5,5211,435.71 

Prepared b~ PSnVIslon Repo11 GLS7210V 
Reviewer Cassie Crftes - Prop A~ Canton 
Sources of Info: Powerplant Reports and PS GL 

I ~ 
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KENTUCKY POWER COMPANY 
Flnll ACCUMUU TEn PROVISION FOR OEPRECIAnON, AMOf(TIZAnON, & DEPI.£TION 

Page14 

YEAR TO DATE - Aprtl, 2014 

GLRU10V 01/12114 fl7:47 

BEGINNING PRO ilsiON ORIGINAL NET REM/ TRANSFER/ ENDING 
IIAUNCE TO ~TE COST SAI.VCOST ADJUSTMENTS BALANCE 

UDUTY P!.ANI 

NUCLEAR 
1080001/11 OTHER 0..00 
1080009/10 DECOMMISSIONING COSTS 0.00 

TOTAL NUCLEAR 0.00 

108000-1/11 PRODUCTION 5119,504,128.89 $,870,"159.72 (2.101,586 G9) (;172,218 47) 0.00 615,900,781 .45 
1080001/11 TRANSMISSION 161,537,795.18 ,892,853.62 (63,568.20) (1:!.2.014 77) 0.00 164.245,065.81 
1080001111 DISTRIBllTION 192,744,660.64 ,428,628.22 (:!.497.043.62) (613.782,38) 0.00 198,062,-462-86 

1080013 PRODUCnON (3,620.015.26) 0.00 0.00 0.00 ( 175,435.05) (3,795,450 31) 
1080013 TRANSMISSION 0.00 0.00 0.00 a.oo 0.00 0.00 
1080013 DISTRIBUTlON (26,696 85) 0.00 o.oo 0.00 (3.053.95) l29,752.80) 

RETIREMENT WORK IN PROGRESS (8,320,252.52) 0.00 0.00 (1.802,817Jl6\ 1 ' 108.015.62 \9.015,053.961 
l 

TOTAL (101X accoutlla) 841,111,111.fl7 ~.111,841.51 (4,662, 1U .. 61) (2,110,532.68) 121,125.12 116,311,013.01 

NUCLEAR 0.00 
1110001 PRODUCTION 10,429,350.87 442,289.96 0.00 0,00 84,795.27 10,956,438.10 
1110001 TRANSMISSION 1,807,792.68 191,2A6.75 0.00 0.00 0.00 1,799,039.43 
1110001 OISTRIBOTION 7,182,584.75 503,:)96.53 0.00 0.00 0.00 7,685,9811.28 

TOTAL (111X accounto) 11,111,7211.30 1,1li,UZ.24 0.00 !1.00 14,7tl.21 20,441,-461.11 

1011006 CAPITAL LEASES 1,1169,487.09 0.00 0.00 0.00 (3&,285~5) 1,830,181.74 

1150001 ACQUISITION AOJusn,.IENT AMORT 0.00 0.00 0.00 0.00 0.00 0.00 

TOTAL ACCUM DEPR & AMORT, IIZ.IOII11M 1maruo 4,862,19U1 2 910,832.88 176031.M 1171ltll0.11 

NONUDUfY PLANT 

1220001 Depr&Amrt Of NonuU Pn>JH)wnd 214,955,75 2,223.24 0.00 0.00 0.00 217,178.99 
12~0027 Oilier Property· RWIP (3,400.00) 0.00 0.00 0.00 0.00 (3,400.00) 

TOTAL t!ONUnUTY PlAHT 211 1&5.76 :r..m.u 0.00 0.00 0.00 213nu11 

Prepared By PSnVIsiOil Report GLS7410V 
Reviewer: Canla Crilea-Prop ACCig. canton 
Sources of Into: POWIIIPIIlnt Rapo/IS and PS GL 
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AMIRICAN' 
llln'JIIC 
JIOWU 

June 24, 2014 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box615 
Frankfort, KY 40602-0615 

American Electric Power 
1 Aiversfde Plaz'· 
Columbus. OH 43215·2373 
AEP,com 

Please find enclosed May 2014 Financial Report pages for Kentucky Power Company consisting of the 
following: 

Income Statement: 

1-9 

1-3 

4-7 

8-9 

Balance Sheet: 

10 

10-12 

11-12 

12 

Utility Property: 

13-14 

fi:ly,~ 

Bri~l=tt 
Manager - Regulated Accounting 

Income Statement 

Details of Operating Revenues 

Operating Expenses - Functional Expenses 

Detail Statement ofTaxes 

Balance Sheet- Assets & Other Debits 

Balance Sheet- Liabilities & Other Credits 

Deferred Credits 

Statement of Retained Earnings 

Electric Property & Ace urn Prov for Depr & Amrtz 
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American Elec:trlc Power 

GLSU1S 
YTD M,.y2014 
OMJ11'2014 18.14 
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••70209 
4.561Dal 
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INCOME STATEMENT 

l.ayovt GLSI011 

Accoii.M! ACCT IEC Bt.taln .. Uefta:: Rf 

R~dllrn., SAia-WfS'pa~ H\o 
R..,dltnull Sai•··WI'O Space HI 
R•lii41Mla•F'W-1Rt-~ 

Rovenuo • R•lde>~tlal Sales 
COI"'mttO:ai Sat• 
Stl•• to PUb AW't • Sd\ools 

Saln co Pl.ib AlAn e. Sc:t'ICJQis 

c~rntro•! FUel R-v 
R.,..nuo • Commen:lll Sol• 

Reven111 • Industrial Sol• - Amllated 
ti'Q."'tnal Saltt te..:s ~~ 
lncl S..S·No~r.d M.-fte• ) 

inout'D'ial fu.l Rt Y 

R.,..nuo -Industrial Soles • NonAmftated 
R.-..nue - lnduatrlol Sol• 
RoY"'""'· Goa Producta Sol• 
R.-..nuo • G11 Transportation & Slonoge Solo 
Revenue · Goa Tronaportallon & Storsge Solos· Anllllled 

PU--l~S.••~U&Mnt 

Put:11!co $1 & tiwy l.Jgt!t Ft.tel Rev 
R~~vt~nue • Olhor RHIII Sal .. 
RIIYtlnuo. Other -II Sales· Amneted 

Revenue - Retail Sileo 
Oln Elete A¥·Trn-M-.Tmt Pnct 
PJM NITS Re11enue • Atflll_.ed 

PJMTOAdm S.rvRw· Nf 
P J~ AMINI~ ffant t4rTS Cott 
P.IMAifi:ICtctTr•n. TOC:Jtl 

M~ PJM r,_,. ~tmt'll Rev 
Mil PJM r,.,, &i!Micmnl c.,, 
PROVISION RTO Cost · Am 
PROVISION RTO Rev Alfo!nle'd 

Revenue - Tronsmfulon-Afflllaled 
Tfl f\tm Rw.Oedc: !M\1~ 
PJM lrll'l• loa a'e<Sit..OSS 

PJMtril\ll!'llcnc:n&~;t"S - l.SE 

PJM ita""'' lou oeclrt·lSE 
P JM UI\IIT'I Iot.t Cl\lfQH--OSS 

RTO ~OfiM.DOft CDU Rt-COVt iY 

PJU E::qwinslonCcatRecov 
PJ~ P_.,. to Pol"'l. Ttl,... .Sli t 

PJM 'TIII'It Ovwn~r ).dwfljn Re'f 

PtJM Nerwo'"lnteg Trans SVc 
0tn Eire Rw T~rs Non Affil 

P .1M Pc. F'K Ct• Rev VJMl Cu-NA 
IVMj<UTSR.,_Wouc ... NAf! 
P-JM TO Sew R .. \Nhls CIA-NM 

N~mt P.JM Ttlfll. Et!~l rtev 
NA.ft' P..IM RTEP R•v lot ~J.FR 
PROI/ISION RTO R"' 'MtiC.,._NAI 
PROVISIONRTO RtN .. NAM" 

R~~vt~nuo-Troi!SI!Il•sla,.-HanAmlleted 
R.-..nue - Tnonsmllllon 

Slln (Of R..,... .. Au.oe Cot. 

Sb,OIRIIi · Fut:!Rn - Nioc 
Sli••lor Rn-A" POd Et~tfQr 

RIIYtlnue • Reoole-An!UIIIIId 
Salts fot Rttale · NoMa~"' 
S•IH ror R"Jl...,Book~ SAl•• 
SalniOI Rnat.BoolllNl P\freh 

~•'IIIMunll'fb-""'F\IelR.., 

SI1•1R""'• • NA • l'ulll Rev 
Wl•aiiMUnll1>1ibA1Jih e.u R.n 
P\\R Tt'ding TiiM Elr~!'IA.l'lO( 

Fm11,~;~ .. Spt1~ 0 • • R~olla:ed 

An•na..-tEJitdt<ef'l!~fld 
P JM En.J~ .!:a._n MiiJg.n 

P .1M lm'PfiCiC Conot.~ton.U£ 

i - -· tnt ol 

G I 
A 

YTD 2014 

,101 ,877 
,313,504 
,585,875 

6,001,256 
2,285,757 
6 ,021 ,533 
6 ,003,614 
7,601,559 
2,112,663 

,5112,890 
3,156,259 
7,191,188 
6,1110,337 
8,910,337 

612,484 
137,398 
741,182 

2 ,774,131 
0 

5,927.747 
0 

(5,910,528) 
0 

54,482 
(54,328) 

(31 7.741) 
(91.692) 
(312,~9) 

24,106 
1,218,588 

( 0,366.719) 
1,640.157 
9,354,080) 

1,992 
33,932 

305,879 
111,706 

6,036,343 
26,348 

1,703 
1,123,666 

16854 
139,592 
10,089 
(5,801 ) 

(33.710) 
9,069,417) 
1,411,47&) 

(262) 
262 

5,479,520 
5,4711,520 

3, 131 
7,930,960 
9,066,659) 
1,206,749 

H9,457 
2,270,586 

(39) 
13,745 

2,375,150 
6,652,960 

( 6,026,1541 

K-uclcy Poww Kontuclcy Power 
Company - Dlatrl.bullon Company • Genwatlon 

11D 
Actuol 

YTDMo 2014 

57,)!87,319 
22,696,776 
~.585,875 

114.748,970 
31,839.078 
5,940,441 
5,916,373 

17,601 ,559 
61,417,449 

26,221,663 
12.900.302 
37.191,188 
Tl,31l,153 
76,313,153 

599,194 
137.398 
738,5S2 

253,2117,164 
0 
0 
0 
0 
0 
0 
0 
0 
0 

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

0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

H7 
Actual 

YTD M 2014 

834.558 
416,729 

0 
1,251,286 

446,682 
81,091 
87,441 

0 
615,214 

~1.227 
255,958 

0 
597,115 
597.115 

13.28~ 
0 

13,211 

2,476,974 
0 
0 
0 

(15,097 899) 
(239158) 

0 
1135,562) 
(317 741) 

0 
(15,710,3801 

(279,383) 
1,218,588 

(10,366,779) 
1840,157 

(9.:154,080) 
(58,585) 
(38.455) 
305,879 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

(11,930,851) 
(32,721,011) 

(262) 
262 

5,479,520 
5,4711,520 

3,131 
7,930,980 

(9,066,6591 
1 ,206,749 

149,457 
2,270.566 

(38) 
13;745 

2,375,150 
76,652.960 

(18,026,154) 

Kentuclcy Power 
Compony

Tronamlaolon 
110 

Ac:1Ual 

YTD II 2014 

0 
0 
0 

0 
0 
0 
0 

0 
0 
0 

0 
0 

14,881,451 
15,115.118 

239,158 
0 
0 

135716 
0 
0 

(91,692) 
30,258,751 

303,489 
0 
0 
0 
0 

60,576 
70,388 

0 
111 ,706 

6 ,036,343 
26,348 

1,703 
1,123,666 

18.854 
139,592 

10,089 
(5,801) 

(33,7 10) 
7,161,241 

31,120,992 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

Page' 

R~Vcm90prd'Fln_Repol1s\Segrnenl Fam~y Tree Consolldauon s\2014_5\2014_5 Gl.S6016 xis 
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American Electric Power 

GlSI016 
YlD May 2014 
OBIDW1C1-4 18'14 
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4470107 

070109 
4.470\10 

41170\12 

.u rous 
4470\16 
44"10124 

W0176 

44170tf1 

4470tCJ 

.&.t701U 

f470t55 

•• 70156 
4470168 

••1ano 
4470174 

447017S 
.470176 

" 7otao 
"7otai 
447~202. 

.. tom 
447020' 

&4102'14 

U70220 
.. 70Zl1 

.. 70222 ·-SSSCCIO 
SS50l»C 
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A 
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411aoo.t 

A 

0 
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0 
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0 
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INCOME STATEMENT 

LQowt OUII01a 
CT .SE.e RW•tn.•Unk REGI 

P-JM ap., R•••N• R•"tt . .OSS 

CIPiJOtr c.- Hire S&ld 

f'JM FfR Ra\lttW"'OSS 
PJM FTR R•nn'Lt.,LSE
PJM Entr~satt•Cost 
PJM Pa~ TfiM Purth--NonM 

PJ"' NITS Pu1<1>NonNf 
PJM FTR Reve-nu...spe.c 
PJ M TO Aclmfn EIS~ No!\Nr 

Non. flectwlg 8oo~ Sain-OSS 
PJN M~tr C'Oftt<'llon..OSS 

PJM Metl!t CGt1taon:t·LSE 

PJM ll'lo-lftn.-nlW Spol-OSS 

PJtr.t lnp•~~ I""C) Cono-QSS 

P .IM Contt1ct N«t ~fQI Ct'ecM 
Ftt~atldil kec!Of ReltQo.O 
stl'lalq~ti"' ~OIS&A 

0SS P~Meal MIJGI'I Red•:s 
OSS 0~ Mit~ Aeclall 
li'UIHI Rita SWilpa..-F'owtt 

No~£CR ~"" Sale.OSS 
P JM ~ .. FTR Rev • OSS 
oss 'Shanno Rltdlu • Retail 

OSS Sl'otMO RtctMa-Rt.duC:UJt' 

n.ono •nv•book Rcd.a .. 
~on ifWt,boot> Rtdua 
PJM OpRH-LSE..-C1•1$t 

PJ,_, OPRu·LS'&~ge 
P JM SlJrt~Vf!O'Creclt 
P..IM 30m Sl.lpP RtMf\ot CROSS 

PJMII"'IJ- - OSS 
PJM s~~ntno R.-uJV~. oss 
PJMRus"vt • OSS 
Oth Etee At¥·COII l1d Fntd G L 
PJM HouJ!y Ntl P~.t,m ·fERC 

P\lreN.t4tdPCJtttWt --flM't 
Revenue· R•al•·NonAIIIIIatad 
Revenue . R•ale-Reall .. d 
Revenue • R•aJto.Risk I'! gmt MTIII 
Revenue - R•aJto.Riok Mgmt Acthlllt•a 

R.,.n.,. • Sotea f« Resale 
Slit ror R....,,.,, ft,.,. Pttce 

Rent ftom 6ed Propw1Y • A.t 
Olh El•cr Reot Alfll~eo 

Rwenuo • Othlf Ele·AIIIIIIIIIed 
Forlt!lltd o.»ul'lb 
Mile ScMo• Rw • Nonam 
Renl FrOfn am P~·N.AC: 

Rent ._ant Bit "op..Po&it Aikh 

CUI El«t ~"" ·OSlo! Pt..,.m 
Revenue· Other ~onAIIIIilated 
R.,.nue-Gu 

Comp Mrwtt G.aiM T"'e1V SOl 
C~p "''lNt a.,..-Ann NOw 
Gllni(Lou) on AIIOW8nces 

Revenue· Othlf Ele-NonAIIIIIIatad 
Revenue · Other Opr Bactrtc 

CONS 

Revenue Merchondlalng r. Contract Worlt 
Re1111nues Non.UUIIty Opandlons. Alllllated 
Reven111111 Non·UUIIty OperMJons • NonAIIIHatad 

Revenu• frDm Non-Utility Operations 
Non.Op-lng Renlllllncomtl. Allllloted 

Non-Opcttti'IO Rtf"dal lnc::otM 

NO"'-OJw'M\g Rr4-' lqc.M~t'fl 

Hor.OprttnQ Rt~tlll !t'I:CI~ 

Non.Qp-lng 118111111 Income· NonAIIIIIatad 
NOC>o()penltlllg Rental Income 

Non.Qp-lng Mise Income -Alllllated 
tbc:~Plftl>~o-Ref!tl 

-1-lnt ol 

GLS 11 
A 

YlD ·2014 

(2. 718,718) 
207,532 
621,811 

6,838,276 
8,12~,4&4 

(27) 
21 ,032 

(86,9118) 
34,810 

4,943 
(6,011} 
42,029 

1 
'< 3,115,510) 

(1~) 
(315,498) 

69 
175 

(175) 
(9.493) 

1.419,803 
81 

178,231 
(178.231) 
(119,835) 
119,635 
392.473 

4,&40.155) 
(0) 

28,181 
97,42.5 
8.611 

261 ,056 
(10,423) 

( 8.035, 183) 
1,305 

7tS,IS5 

0,275,375 
0 

108,645 
4,906 

113,551 
1.797,659 

149,737 
80~4 

2.047,823 
2,598,448 
6,153,821 

383 
8,533 
1,911 

1,662,1145 
6,1711,398 

14.000 
(16) 

(2,n9) 
11,205 
11,205 

2,197 

P•go 2 

Kennocky Power Kentuclcy Power Kentucky Powet 
Company • Dlotrlbutlon Company. Genen~tlon Company· 

Tranamlaaton 
110 117 110 

Actu.ol Actual Actual 

YTD Ma 2014 Y'IDM 2014 YlDMa 2014 

0 (2,718,718) 0 
0 207,532 0 
0 621,811 0 
0 6,838,278 0 
0 76,124,4&4 0 
0 (27) 0 
0 21032 0 
0 (86,988) (I 

0 34,880 0 
0 4,943 0 
0 (8,0171 0 
0 42.029 0 
0 I 0 
0 (23,115,510) 0 
0 (14) 0 
0 (315 498) 0 
0 69 0 
0 175 0 
0 (175) 0 
0 (9,493) 0 
0 1,419,803 0 
0 81 0 
0 178;!31 0 
0 (178.231) 0 
0 (119,635) 0 
0 119,635 0 
0 392.473 0 
0 (4.540, 155) 0 
0 (0) 0 
0 28,181 0 
0 97,425 0 
0 8,611 0 
0 281,056 0 
0 (10,423) 0 
0 (18.035,183) 0 
0 1,305 0 

104,795,855 

110,275,375 
0 187,57il,514 0 

323,909 0 0 
0 4,906 0 

3.23,tot 187,5&3,420 
1,797,659 0 0 

144,089 0 5,648 
1,050 56,989 2.225 

2.047.823 0 0 
2,598,446 0 0 
6,51t,087 5&,819 7,173 

0 383 0 
0 8;533 0 

11,916 
6,519,067 65,905 7,173 
6,912.976 117,649,325 7,173 

13,500 500 0 
0 (16) 0 
0 0 (2,779) 

13,500 414 (2.779) 
13,500 ..... (2,779) 

295 tJ1a 184 

R·Vcm90prd\Fin_Report5\Segment Farmly T'" Consofidabons\2014_51201~_5 GLS8016.xls 
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American Electric Power 
INCOME STATEMENT 

GLS11D11 
VTI) May 2014 
DMlW201C 1a.1<t 

'-"-t GUII011 
Acoo&lnt: GL..f'fc:T"_}j~ luan-.a U~tlta: REotONA!.,A,CQQ: 

•'ltOODl' M..c: N:m~p \fl,c: Noi\Aac • Olh 

o Non~pandlno Mise Income - NonAmllotiMf 
No~pe..Unollllac Income 

4541)004 R• nt F•om Ekct Pfop.-'00-Nonaf 

•Sti001S Otne,EJe'dr,c"ReoretJf1t"t • A90 

.t2100J1 

<110012 

o Asaoclated Buslneu Development Income 
Rwanue - Other Opr- Other 

-ICJ /llwno: --oth Opr-Oih Aft 
•(01 /llwno: Rttw,.,..ottl Opr·OIII Non 

R ... nue- Olha.t Operating 
A Pn>lllalon for Rallo RefUnd • NonAfftlla'*d 
B Ptolrlslon lor Rallo RefUnd· Afftlloled 

Provlalon for R..., RefUnd 
PwfSUsO.."ttldiS'\IcTtmllV 
Pwt· Pun:ft ~de 5n1'ermty 

A Rewnue- POW8r S.lu 
TOTAL OPERA llNG RE\IEHUES 

'W Memo:: GITID RfMinue 
=1111 /llamo; Other Alflllelfld Rellflnue 
o(C 1 Memo; Rewnu&-Oih Opr-0/lt M 
•101 Memo: Rttllflnue-Oih Opr·OIIt Non 

- : 1-1 o,..,_,ngRe..,.,. 
•rl<lo(BJ>fC 1 Memo: AJ66alfld R ..... nue 
•rFI"{DJ+f-'J Memo: Noi>Aflfliiltod R.,..,nue 

lri-: T-1 Openlllng ,..,.,._ 

FUEL E•PEfJ3ES 

5010000 t=lld 

!.010001 Fuel Ccm.uf1\ed 

SCI ,0003 F~o~d • P!CKUro UnkJ,td ·& tl..,ct~ 

50\001) F'!tfSu.NeVA"""-"1 
5CU0019 f'ucCOtCons-urnta 

scuoan O,psl.l!ft t\at"'di!~JIO'U'1 •• 

50,0026 "'"'~"'So!H Pioe«dt 
5470004 Fvet •GIITUJb • PUttti i HW 

Fuel Expenaa Total 
~01000·$ Fv.l.- 0ete~1~d 

o.re,.,.d Fuel Expense 
Over Under Fuel Expanse 

Fuel for Electrlc Gerwatlon 
$1)10029 0,.0\IPI "'""'~""AI!'oll 

Flllll lrvm Affiliates for Electric Gen-on 
SC90000 AUON COO.Um 'fll.l• IV SOl 

5090001 NII:W(III\ee ~C:OQfl· No-

SOQOOOS At! NO){ Cons E•p 
Allowencu- Consumption 

'S020002 v,e. ~t 
502000J Tto!1a ~DtMe 
'SO~ tJmn.tone &~l\J.-

S02000S Poty,...t l'.llptnu 

Stl10007 l.Jme Hyctnte Etpenn 

5S50001 
5550005 
S$50<127 

5550020 

5550006 
5550101 

5550102 

~5601100 

~$50001 

5S500l2 

5550039 
-5550040 

S5SDIU1 
SS5007~ 

Emlsalona ConiR>I • Chemicals 
T-1 Fuel for Electrlc Ge-on 

Memo: NonMF<J.VA-IuloM 
P\ltd'IUe<IPow.t.Poc:iiOa~ 

"'-'cNt'ed Powet ~ Enft11f 

P1.1Jd'l f'IM-Nooo-F'Vol Po~AA' 
P\lld\ Powtt.A:n.oc>Trmtr P~ 
PUrd1 ~~.f'U•! Poi'IG!'I•NN 

P~Powe,·POII/t~~ti ~AIJ 

PW p_.,.~DI NMF!M-OSS.M 
Purcho- Bectr1clty from AEP · Aftlllotes 

P\lfd\IM<IPow.t 

Pvtdt P'<Nf·P-~'I~!tt~Jt-No~~MI 

G'I .. C\onvt~ono-MOMI Pttrt1 
PJM !n11Ntlt111tMU Aet..OSS 

PJU fnad\<e·l'\lnl Mlf Rtl-t.SE 

PJM .-.,c.lory S"" .$WI< 
P..IM Rt".actJY•.OWge 

I 

36.~09 
31,806 
31,808 
30,891 

106,078 
131,76B 
111,510 

111,0() 
8,964,978 

80,196 
9,4o48,.518 
5,497,261 

(rn.&02) 
3,104,166 

168,900 
(399,777) 

(218) 
,Z24,444 

( 2,963,61 1) 

' 2,llll3,811) 

'•$.280,833 
70,605 
70,805 

3,945,438 
5,280 

59,490 
4,010,201 
2,2tl6,235 

156.050 
1.809.947 

36,513 
6,371 

4,277,118 
I 811,782 
1 lUI, 1ST 

181.949 
676,093 

0,2!7,798 
0 

7,556,592 
1118,508 
21~.985 

,085,t13 
13 

741 ,762 
3,271 

(T1 ,22n 
(38,613) 

974 
(11 ,793) 

Kourtuc:ky Power Kentucky _, 
Company. Dlatrlbutlon C0111pany. Ge-.llon 

110 
Actual 

VTI) Ill 2014 

330 
825 
&25 

30,691 
108,126 
138,111 
150,Mt 

fiSO,Mf 

7,063,t17 

0 
0 

1 Olt 

150941 
260,361, 0111 

323,10, 
2tQO~f7Z 

210.311,011 

0 
0 
0 
0 
0 
0 
0 

(8) 
(I) 
0 

(I) 
0 

0 
0 
0 

0 
0 
0 
0 
0 

(8) 
(I) 
0 
0 
0 

187.578,51~ 
0 
0 
() 

117,571,514 
0 
0 
0 
0 
0 
0 
0 

117 
Ac:Wal 

VTI) Mo 2014 

36,079 
37,797 
37,797 

0 
0 

38,211 

Jl,21f 
1&7,1187,601 

38 81 
287,737,106 
f77,27l.AfJ 
eo4 6al 

217,737,101 

80, 196 
119,446,518 

5,497.;161 
(rn.602) 

3, 104.166 
166,900 

(339.777) 
(204) 

127,224,451 
(12,963,611) 
(12,llll3,61 1) 

114,260,147 
70,805 
70,605 

3,945.~38 
5,280 

59,490 
4,010,208 
2268,235 

156,050 
1,809.947 

36,513 
6 ,371 

4,2n.11e 
122.&1a,ns 
122,IUI, 171 

181,949 
678,093 

20,287,786 
0 

27,556,592 
168,506 
214.985 

49,015,t13 
13 

741.762 
3..271 

(71.227) 
(38,613) 

.974 
(11 ,793) 

Kentucky Po-r 
eo11111any· 

Transml .. lon 
110 

Ac:Wal 

VTI) Ill 2014 

0 
114 
114 

0 
1,952 
1,852 
(643) 

(UJJ 
7,231 

0 
0 

223 

7,119,114 
30,259,151 

0 
0 
0 
0 
0 
0 
0 

16) 
(6) 
0 

(&) 
0 

0 
0 
0 

0 
0 
0 
0 
0 

(I) 
(8) 

0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 

Page3 

R'\lcm90prd\Fin_RepotU\Segmof11 Family Tree Conso~dations\201~_5\2014_5 GLS8018Jds 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1518 of 1829

Paga4ot9 

American Electric Power 

GLS8011 
YTO May2014 
oe.wmt1.t 18! 'l-4 

018 V2014.4S-31 

55::.a076 
sssoon 
SSS0018 

S5S0019 
SSSOO!Il 

SS50011• 
5550000 

5550099 
S$50100 

S550\C71 

SOOOClCO 
SOOQOOt 

SOJOOOO 
w..oooo -5060Q02 
SOil0003 
506000<· 
SOflOC2S 

5110001 
5200000 

sa-

5490000 
~0 

SS10000 

5510001 
S1S7000 

5757001 

SliDOOOO 
S6l1000 

5151200) 

SI"'IIICOO 
561AOCU 

581'0U7 

Sliuooa 
5<115000 
51511000 
5318001 

5820001 

SliJOClOD 
56SOCltn 
S6S00l7 

5650012 
585001S 
5050018 

5650019 

5650020 
56600Cl0 
SG70001 

5670007 
5157002 

5&00000 

5810000 

S&20000 
SllOOOO -sa&1000 

INCOME STATEMENT 

~111:~1 

Aa:xiYnf: Gt....E9".....SfC B..,.lf'aa Unlta: f'EOIONAI,)LCOHS 

PJM B',ac;i SCI"l1.CI'Iatgt 

PJM B'«t..SI~ttt..Cr•~ 

PJtr.t Rea-.iatc.,..cttwo-
PJM Rt'O'o41bM.CI«IM 
p-JM S~f\Nng FJ.,..N...Ci'l.tfOt 

PJM SpMitiQ FlJtMN•Cre& 

PJM 3Gm $u~ RuN Ct\wge LSE 
P JM Pu•dt.:Mf'!·ncn·ECR-AIIQ.On 
cap.~ Purcn•·• ·Ai.lc;;an 
C•peQJy f'Utd'\Ma ,. n.s.nu 

Purchuecl Eloctnclly lor ~MI•- NonAmllatecl 
Purchuod Gu lor Raaate - Amllmd 
Purchaaod Gu lor Reulo- NonAmll•lad 

TotaiP11n:h ... d _, 

GROSS MARGIN 

OPCR:o 'TH G E..-:PE"JSES 

O~r~IE."'l"'8 
Opet~l & &\g-RAf..,.Affd 

Stum&Dtntu 
Eifl!lne: &pfNn 

Mis.'t Ste•m Pow.c &:pe.nsu 
~ 5\eem POMt Elp.Aatoc 

Rerr.0¥1t Coli & peru .. Sl••m 
NsR Sll'lt~runf e,.pe,.. 
M4c Sl:rtl Pwf &p EI'IIIHO!"menQI 

Steam Gonorallon Op Elrp 
Opel S\4)eM•on & EniJU'HUno 

Stum&p.n'" 
Nucloor GonoraUon Op Ellp 

Mis.c f'tydJ POIIW' Glfl41aGn E1;p 
Hydn> Genorallon Op Elrp 

Mo-.:~ Othct p-,.r GI!Mtaton E.ap 

Syt C.O!'Itroll A U.d OIIOI~IJ 

Ottt.IEJ!~nl" 
Other PWf £ip • ~~ftMe REC6 
PJM Aanin.JMM&SC,OSS 

PJM Aani"·~SC. Inlet~ 
Olhv Gonllflltion Op flip 

Op.tl Supervtvon I El'lfMf""' 
l o.dO!tpa!th RBtb•..-

l..o>~ O.. .. td!-M••l Ot> T1a....S,. 
P JM ....... In-SSC&OS-055 
PJM Admfn..SSC&O.S..Inieh\11 

RTO ...... n OeiM l.SE 
P .iM Amlin Drf ..... OSS 
RelloboiOy,P!nQ&SI"' O.•<Mop 
PJM Ac*nln-RPISOS.OSS 

PJM- n-I<PISOS· I"""ntl 
St.tO!\ E.Jpe:na.tt - Nonanoc 

OVtlfneadUIIe &pan;aH: 

T-ran•IMt.:nB~bfOit!ert HAC 

Tra"aecbt~T,np~ 

PJM TraM Ef'il'l~~ncemel'll C.hat~ 

PJM TO Sct't &p .. Nt 
PJM NITS Etpoil't!M • Attti_,.d 

.AA"If PJM Tr•n• Efi\ram•nt Ea'o 
PROVISION RTO MJ El!-e 
Mtk'rt.JAttmur:anUptntn 
Reru Ncntaooe,~d 

~ema .. ,._oot\td 

5PP AI>M>·MAMUC 

TraMmlaalon Op Exp 
Op•r SUpefV!.IIOI't '- EnUJII .. '"''G 
.t.o.d Oe~!CPIInQ 

StaiJI)f'I &Pf!M8 

Dvtl"-ld t.me &pen'" 
Ul'lcf•r;JolJMiline &,~n 

Oper 0! E!'ltrG'! Sklt41Qt Equtp 

tnt 

YTO 2014 

572,828 
(7) 

1.365,073 
(308,135) 

1,149,304 
(292,276) 
385,385 

1,501 ,120 
35,646 
45.663 

5,071,187 

1,578,196 
40,462 

1,024,789 
248 8EI6 

3,435,553 
24,905 
(77,445) 
(1,427) 

(9) 
6,211,170 

12 
6 

11 
1 
1 

(1 .271) 
220,845 
718,411 

10,715 
230,500 
333,491 

'1,512,111 
438.835 

3,772 
370.704 
204,231 
301 ,556 

3,8H 
2,417 

48,617 
5M46 
78,455 

109,478 
8M13 
86,834 

0 
1,B12,7S2 

17,339 
1,587.589 

80,605 
(155,081) 
586,487 

250 
0 
0 

s,4M,1n 
286,781 

1,536 
96,777 

367,218 
29,534 

0 

Page4 

Kentucky Power Kentucky Powllt Kontuclcy P-r 
company - Distribution Company • Gonoratton Compony-

Tranamlaalon 
t10 117 180 

Actual Actual Actual 

YTO lola 2014 YTOM 2014 YTO Mo 2014 

0 572.828 0 
0 (7) 0 
0 1,365,073 0 
0 (308,135) 0 
0 1,149,304 1l 
0 (292.278) 0 
0 385,385 0 
0 1.501 ,120 
0 35,646 
0 45,863 0 

5,07Ut7 

54114900 
10t5U31 31128 

29 1,578,148 19 
0 40,462 0 
0 1,024,789 0 
0 248,8EI6 0 

44 3 ,43SA81 28 
0 24,905 0 
0 (77,445) 0 
0 (1,.427) 0 
0 (9) 0 

73 6,271,750 47 
0 12 0 
2 3 1 
2 11 1 
0 1 0 
0 1 0 
0 (1,271) 0 

(100) 220,862 83 
(728) 719,391 (253) 

IIL715 0 0 
0 230,500 0 
0 333,491 (0) 

9,117 1,502,974 (170) 
t 046 ·2,130 435,458 

0 0 3,772 
47 76 370,581 
0 204,231 0 
0 301,556 0 
0 3,539 335 
0 2,417 0 

3,707 5,729 37,181 
0 54,448 0 
0 78,455 0 
0 0 109,478 
0 0 83,413 
0 86,634 0 

14.861,451 0 0 
0 1,612,752 0 
0 17.339 0 
0 1,587,589 0 
0 80,605 0 
0 (155,081) 0 

4,827 8,898 554,764 
0 0 250 
0 0 215,264 
0 0 0 

14,e71,078 3,819,313 1,810,496 
281,910 1,442 3,429 

1,302 0 234 
97.~7 0 1,540 

367,335 1135) 18 
2.9,362 126 46 

0 0 0 

R \lcm90prd'F•n_Roports\Sagmont Famtly Ttee Con•olldatiOtls\2014_5\2014_5 GLS8016 ~· 
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American Electric Power 
PapS 

INCOME STATEMENT K...Wc!cyPower KontuciiY Power Kontuc!cy Powor 
Company · Dlatrlbutlon Company · GeMtlltfon Company-

GlSI016 Tranamlaslan 
Y1tl l,loy 2014 110 117 180 
0810W201 .. 1ttf4 Actuol Actual Aduol 

OIBV20i4.QS..l1 _,_,G OHS YltlM 2014 Y1tl Mo 2014 YlOM 2014 

58SOOOO StJ .. tt . ..;t!Mg & Stgnll Syt; E 58,186 58,186 0 0 
5160000 Mettr ~Pll'lft 351 ,478 3S0,255 997 223 
s•7oooo C:uttomer ltllt&ltlclor. &p 88,895 58,895 0 0 
51110000 Ml~neovt OlltutJuOon EQ 1,839,995 1,e2S,n1 2,903 11,321 
SIG0001 R.,...~ N:meuooeted 606,459 606,..459 0 0 
5&9000, Rent~ ~ Naoaa:ed 28,1!65 28,1!65 0 0 

Dllblltutla n Op Exp 3,537,521 3,s1s,ln 5,333 16,111 
9010000 Su.pent~pn • CutJomer Acdl. 126,554 128,480 54 20 
~020000 M•itl' Rttt.c*o9 Ei:oe""' 1,615 1,381 171 63 
'9020001 C:Ustcmtf C~td Rl'adlng 325 97 167 61 
-902000'2 M'''' Rn~ng w RitV'far 1&4,!516 164,616 0 0 
91120003 M•ter ~et.4ng · L-.r;e ~ 22.814 22.814 0 0 
illt2000A Read-In I R .. d-Out M•~•,_ 25,132 25.132 0 0 
90:)()01)0 Cust A:e~at & Celetlon '-P 150,428 147,291 213 2,924 
903<1001 Cl.l61.omer 01tt."' & lnquann 1,057,088 1,058,918 138 32 
9Dl0002 Mant:ai&,..cng 17,501 16,865 5 631 
90:10003 Postilg«. CI.Ktomer stt. 330,201 330,201 0 0 
!l0'.l0004 Cui'ltet'flg 46,946 46,643 « 59 
9030005 Coledlcn A~ Feet & &p 20,722 20,722 0 0 
OOlOOOf! Cu.~ &01\calll'~ fdNI 317,711 317.863 36 12 
90:10007 Colecto~ 247,076 247,076 0 0 
!1030009 0111 PrOCftS!fi'O 70,753 70,740 9 3 
9C4000T \'.lnc:alf ,IIQta _,_, Ruoew~a (42;6151 (47,340) 4,725 0 
!1050000 Mi•t C~.ato1nec Aa:icMIIO &p 12,413 12.413 0 0 
9070000 SuPirYfi!On · C~JSU~m• SeMce 69,1!68 69,686 1 1 
9070001 SupeMfian . OSM (111 (41 (4) (31 
!iOJIOOOO C"'tame-rhlll&.nc•~ 203.(197 2D3,092 3 3 
9()80001 O~.C:Uila.lfler.~ Gtp 862 862 0 0 
90110009 I;Uit ...... nee E.!Jplf!l• • OSM 2 ,178,629 2.176,040 569 220 
9090000 tntorm•tcn & tn&truel A~m 52,606 15,963 26,676 9, 987 
8100000 MIK Ctat S¥c&JnlcrmWDn•1 Ea 14,085 5.926 6,091 2.058 

Cul1omer Setvlce and lnformlllon Op Elcp 5,106,418 5,051,459 31,896 16,063 
9120000 o.·monsu•lrf'tO & S.UO Elp 7, 765 7,765 0 0 
11120oo:l O.mo & Se1Ung £);p ~ .-., •• o .... (321) (321) 0 0 

Saln Ellpanus 7,444 7.444 
Momot lns...,..,ce (1240 9250) 5111,521 201,191 287,017 73,237 

nooooo ..._.."''*'ltrla I ~ Sl:'•nu 3 ,874,307 1 758,878 1,549,857 587,n2 
9'210001 Olf Sup! & Eap · NonM.o<ia'-d 320,978 199,314 98,878 22,788 
0210003 OMce SVM!n & &P• iH."' 6 6 0 0 
92~000 AdrnH'tl~t.We EAp Trnd· Cr (227050) (227,0S0) (0) 0 
9220001 Admin E)l) Trnst to t;nsucuon (176,099) (176,099) 0 0 
11220000 Adrn!fl &,p Tmsf fo ABO (1,512) (623) 0 (889) 
9230001 ou~ Svct Em~ • NOfMIOC 481,332 213,781 198,717 68,835 
92:!0002 Outawse S'lca Emji • NMc: (0) 0 (0) 0 
9230003 AE.PSC Bl!lf!d lo Client Co (185 522) (51,539) (83,969) (49,994) 
92AOOOO P1ope.ny tnsu1al'ljta 195,501 88,993 45,n9 80,729 
9250000 hyuues ._M O•m•.oes 472,214 338,341 114,519 19,354 
92SOOOI S•!e~ O.Mt" aM ""rc, 2,672 1,189 1,164 319 
9250002 .£~np Acc'drtnl PIVflbOn-Adm &p 4254 2.,!130 993 432 
92S0004 lr.Jut•ntc~~ 1075 0 1,075 0 
9250006 W1u• CmllfW.ln Pr•&Sif Ins PiY l126A3n (117 195) 9,935 (19,178) 
92>0007 Pllntlln}ll ",f.1)rop Dm.aot-PUD 119,597 82 119,510 6 
9250010 F•o 81111'1 LDt~nt . Wo•ittfS Cc1rt0 (100,356) (86,044) (5,886) (8,426) 
!1-260000 EmPiovu Ptf'llfON & Btr~l* 2.022 2 ,022 0 0 
9160001 E'<M & Pfllll Empt Pob-St&illl" 8,760 3, 146 3,641 1,974 
9260002 Pt~lon & Gl'wp ln1 .M.mln 22.225 11 ,320 9,76<1 1,141 
9160QC)l PII'ISlOft P!a.tl 2,072,588 955,672 1,002,893 114,003 
D260Cl06 Group W• !~U~Hanc.e Pt•miUJns 6<1,368 26158 34,042 4,190 
926000~ Gloup MtO:al [M PrtiTI!I.In'll 7.099,654 1,060,649 873,470 165,535 
li2600Q6 Fhya-.al &.amf!l l!ans 1 0 0 1 
0260007 Q,oup 1,..-T D.w.b-"!1)' '"' PJ-nt 7,312 5 ,169 1,810 333 
9260009 G' oup Oenun lmUUH'tce P'tm H78SS 60.916 49,094 7,646 
9260010 TnWnlng.AdnuMtraiiOn EIP 115 43 37 3S. 
92600l2. ElnpiQttH Aclrtlift 1,435 523 406 500 
11160014 e~orw A.t...-mnee Pmll 450 450 0 0 
!1260021 Pcstf111Dfemmt Beflll'lfl · OPEB {1,527. 181) (726;935) (699 152) (101,094) - SIVIIWS Plan CantlibhCI!I\1 937,498 391,112 504,093 42,301 
02001Y.l8 Oef•"•dC~ctl'l 1,956 1,956 0 0 
Q_26(1Dl7 ~amental P•n~.--<on 100 100 0 0 
!1-2110000 SFAS 112Potlft71~mar'l'l8tr!ef 426,707 0 428,707 0 

P11ga 5 ol9 R;Vcm90prd\Fl'!_R"!'orls\Segmenl Family Tree Consolldallons\2014_5\2014_5 GlS8016 xtJ 
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American Electric Power 
PegeB 

INCOME STATEMENT Kenrucky-r K.,.tucky Power Kentucky Power 
Company· Distribution Company· Genen&tion Company-

GLS101& Tranarnlsolon 
YTD May 2014 110 117 110 
CUMv.l014 18:.-M Actual Actuol Actual 

......... Ol.SID11 
DiS V'20 14-05-31 -- CTRC BualMU Uftb: R£010 CONS YTD M l014 YTDMo 2014 YTDMo l014 

9160050 Fro &n l.DttSil'tO • Pe,.,a" (618,876) (~38,046) (139,632) (39,196) 
0260051 Ftg Dtn loadi~ · GrP ,,. (745,711) (534.960) (149.1"1 (61 .608) 
92600S2 FIQ Benlol~:ttt:O .. S•lMOS (303,663) (187-317) (92,iM3) (24,3~) 

9260063 F'CI Ben loa$1\,11- OPEB 172,628 136,395 19,244 16,988 
V:MOSS lnlefco.Fnn~ft. Oor;'t Usa (730,766) (163,191) (501,888) (85,686) 
112150057 Postltt Dtl\ Mt<ttllf Sutiii"V 257,629 103,829 144, 150 9.850 
·~a Ftg &eft i..PII4ng Ataval (17,547) 3 ,374 (19,362,) (1,559) 
92600110 Amct~ Post Rse;~Mrtt S.f\ef.t 90,258 53,992 29,669 6,597 
0270000 Fr.,ause fttqLtferNI'!tl 58,887 58,887 0 0 
!126DOOO Aeott•10fY Cornm!HIOn Ellp 21 .415 7 ,653 8 ,846 4,916 
9280001 R.lllOfY Comm~..on &1>Adrn 0 0 0 0 
9200002 RegJ•ttuy Catnii'I!Ur.VI &~•u 80.214 11 ,457 41 .529 7..228 
9301000 GfJ\Q .Ativmstng £.cpeN" 848 298 362 187 
tl01001 N~~~ Ai1fl'l'hii'IQ SpaCI!' 8,442 3.~3 3,506 1.893 
9301002 R•tto Sl• ll'nn Ad¥eminO 1"knc 3,418 1,237 1,1113 768 
9301010 Puti!Ott 1 ,891 674 808 409 
9301012 ~JC~nSUIVIYI 15.401 15,398 0 3 
Ql0t015 Olhilt Corpot-.1e Comm Ellp 5,403 4,596 1 257 551 
• l<X!ooo MiloC GMttflll &pt.nu1 73,405 31.~3 22,192 20,170 
stl0100l COfPO'IIt• & FIICiil &p!Mft 20,004 4,107 14,815 f,081 
$l02004 ffN .. ld'l, Oevtlopi.Otmorwt: E.:«p 2,695 2,695 0 0 
Ol024SI AEPSt Non M'Aitt:d ftpeMel {0) 0 (0) 0 
9;110001 R•I'I1• •Ru•Pf~ 40,676 40,676 0 0 
9l10002 RMs " Pe..onlt PfopMV 102,901 87,458 30,1!75 4 767 
al10004 Rtt11t • Pt:taontt PJCIC) • ANot 704 0 7~ 0 

Aclmlnl-on I. Glneral 7,414,282 2,931,460 3,674,248 BC1,S73 
4 \!100S Aco-"on Upe,..• 401,415 0 401 ,415 0 

Aecrwtlon 401 .415 401,415 
1\116000 Cii.wn From~.,_.cn otPIIM {1,675) (1,575} 0 0 

Loui(Gatn) on utility Plant (1,875) (1,&75) 
b02006 AMce 8u. Oew • Ulill.t~th Salci 30,899 30,899 0 0 
$>02007 Auoc.OUIII\111 O.We•opme"' Elrp 58100 41 ,ell1 7 18.498 

Aoaoelad BualniU Development ExpenMa 19,005 72,500 7 16,498 

Gain on Dlapoaltton of Propony 
l.oso on Dlspoalllon or Property 

l.ou(Goln) of Sale of Property 

<l'BSOO~ F•~OfldCutt~E.I:P ·Aml 390,87 1 390,871 0 0 
4'265010 Fact CUlt AIR·S.d Otbi .. Ntil 789,767 789,767 D 0 

Opr Expand Factorad AIR 1,110,638 1,110,138 
WotarHH•rs 

4MSCIGC Soalll & $e.rvtce C(\tb O!JH. 29,549 10,!>47 12,819 6,184 
Eapenu of Non-UUilty Operation 28,549 10,5017 12,819 6,114 

4210009 U.tc ~p E:lp~ Nc,W.ac 4,452 916 2.964 573 
Mile NonOp Elcpenaes • NonAssoe 4,451 918 2,H4 573 

4261000 Oorrt'•OI'I- 189,203 100,188 60,888 8. 129 
Donation Contrlbutlons 1119,103 100,188 10,111 1,13 

42$.3001 P•noaJ~~es 82,109 23.921 24.132 14.058 
Provlalon for Penalll .. 82,109 23.,921 24,132 14,056 

·~000 CW!c & PCilllul -"=""'•• 109,873 40,072 « ,536 25,064 
Clvle I. Political Actlvlttn 109,173 40,on 44,S36 25,0U 

<2115001 Oll'!e1 Ot.O.Q~ora .. Nof\Mt.Oe 58 12 38 8 
<211503> Ttan.OOI\ C"Oitt 5,267 0 5,267 0 

Ottwr Deduc:tlono 5,322 12 5,302. I 
Shutdown Coal Company &pen ... 

All Othor Operallonol Elcpensa 1,5&o,M7 1,356,295 150,638 54,013 
Operatlonal Expenan 31,3114,101 27,120,901 15,934,590 2,715,U1 

S100000 ~nl Supw & En .. necn!'lo 1.829,931 e5 1,629,857 9 
51 10000 Mllnt.nance Clf S•.u;c;Mtt m .•es 0 m ,4&a 0 
~110000 Mlln'•NI'ICI Cf 8ot4H Pltnt 7,301,333 0 7.301,320 13 
51!l0000 Mai~~ Of Bfc:tnCI P.!llf'll 1'.,3~.~3 0 1,304,350 (307) 
5 \jOO()O t.IIJ""-n&Qu ct Mtk Ste•~n Pft 679.986 0 879,9118 0 

stum Gonerallon Malntenonce 11,692,710 65 11,192,910 (2115) 
SJWOOO Mllnl cf A•.a01 Piant EQl.Ap {5) 0 0 (5) 
~~20009 s......,eq....,.., (3) (1) (1) ( 1) 

Nud...,. Ge,.,.tlon Malnlllnance (I) 11) (1) (6) 
Hydi'D Generation Mek*nonc:e 

S5l0001 Ma1n1 ot Gtn Pl~nt . GH rurt> (3,063) 0 (840) (2,423) 
Other Generation Malntenanco 13,013) (1140) (2,423) - Jr,11!nt SuQ~tt 1 Enon"""G 37,235 0 10 37,225 
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KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1521 of 1829

American Elec:trtc: Power P,a~7 

INCOME STATEMENT Kentucky Po-r K8111uclcy Powor Ket!luckyPo-r 
Compal\y - Distribution Company - Gllll8rolfon Compony-

GLSI011 T{'lnam'-•lon 
YlO M IY 2014 110 117 180 
De.I08QQ1418,. Actvol Actual Ac:tllol 

Uoplii:GUI011 
088 V2014-0531 -"" SEC BaJMU UnKa: R£GI CONII YmMa 2014 2014 

011!10000 M•n.,.n•rc• ~ Sluc.'l\.lfn '3.~.22 0 0 3,422 
5691000 M• f'l• ot Cctn~et Hlifdwlfe 9 ,008 10 7 8,991 
56112000 Matnl Of Co!rr41Utff .So~re 133,717 2,172 0 131,545 
56!13000 Malnt oC Ccl"'lrnl.l!'llcacn 'Equ.p 6 ,682 0 0 6.682 
S1DOOCO aMinf of StAon E~nl 334,014 18,182 0 316,832_ 
-571000.0 ~•t~ant• 131' Ove,urad lJf\a 564.024 (1.8331 51 565,807 
$1'20000 Manl ~ Url~round LJ.ne• 68 0 0 68 
snoooo Ma!nt of r.\se Trrwl'f'I.A..on P,t 120.746 0 0 120.746 

TranamiUian MalniDMnce 1,208,915 18,531 II 1,190,316 
5000000 Metr,t SttP~t I EncJ~~.Mnt!O 1,309 1,313 (1) (3) 
5010000 M•nten~r'ICe of Strue'Nfe. 6,702_ 6 ,126 0 576 
5020000 M-'nt ot Sf lOOft Emmtftt 300,955 298,958 11 1.985 
5830000 M•'lft:l!ance of Oi«rt'!ud Llna• 2,891.022 12,688,523 2,576 (78) 
SQ]000" Tree tnd Br~o~Joh C<Wl.trol 149,811 149,811 0 0 
SIJOGDO ~atnt c:Nh Unit'S ~m &p-0¥\lrws 1,292 1,292 0 0 
S!UOOto St.orm Elp.I'IIO Alno/'ttUtion 1,957.685 1,1157,685 0 0 
.Si40000 Maor4 Cl UMitJQIOUnd UM.t 32,308 l2.308 0 0 
515001!0 Mt!tlt ot I.J1t-TH'f,R"•t0ft40¥+ 27,996 27,996 0 0 - Ill 11m o1 S1n lghtng 'Sgnll s 27,185 27,185 0 0 
5970000 Mllnt•n•t~c• f4Met.•• 35.016 33,248 0 1,768 
5Qft0000 ~a.fll ~ t.\.sc Ots4nbutc!f\ PIS 96,733 96.200 0 533 

Distribution Malnlm\lllce 5,521,01) ~5.520,645 2,517 4,711 
OnoDCI M•nt 01 Slll~CCU,e• " Ownl<l 120,302_ 117.~ 153 2,703 
9)5000l M•ft\ at SOl.tdu,es. -l ... •ect 22,688 21 ,003 1,078 586 
Dl5000'l M•nt of Pf~:WtY Hf)d Fwtt U.e 451 (1) 4~ (1) 
9)500()0 Ma!nt ot Cll'l'tef Equ~prnent 13 13 0 0 
9350012 Mlllnl of Dr.a EQto~•P!Jient 346 0 346 0 
9350013 M .. !'!l oJ Ontnn~CII'\ Eq.Urtltl 320,881 297,314 23,567 0 
93SODIS Mafnt ot otfic. FUifW.1Uft> & £q 399,051 210,384 118.1175 0 
9350019 M .. nt ot Gon PIII'II·SCAOA Equ 174 172 2 0 
83500Zl Slflt Co~rrttJrueaf!,Mt, Serv.ces 268 0 268 0 
9l50Q2.C 

""'""' ot CJA.,AMI Com"' ~p 8 8 0 0 
Admlnl-on & Ge"""'l Mllmnance 1114,117 1146,331 214,561 3,2&9 
All Olhor Malnl8nlllco &pens .. 

Malnt•nance Eapen~~es 9,290,103 16,115,578 11,909,556 1,195,171 
Total Oper.tlonal and Malnlenonco Elcpenaa ,684,911 44,0041,471 :r7,M4,1+f :!,911,003 

.04000\ ...... oiPI>N 1,431,901 833,831 558,922 241.148 
~060001 Amon<IPH""'"dJ 18.090 0 0 16,090 

DDA Amartlzatlan 1,447,891 633,131 556,922 257,231 
.073000 A~lfO'YOtbttl 120,1153 0 0 120,~53 

DDA Rogulolory Debits 120,453 120,453 
DDA Roeulatory Crodlts 

AmartlUUon 1,561,444 633,131 556,922 377,190 
4<)30001 Oe-prltC.etlo!'l&p 992,681 10,537,063 22,848,017 3,607,611 

DDA Doptedl.llon ,992,691 10,537,063 22,848,017 3,807,111 
DDA STP Nuclear Docommlsalar\lng 

00)1001 Oe-pr- AaMt Rt'll7~nt Oblig 202.333 0 202,333 0 
DDA A .. -t Rorllromen1 ObNgatlon 202,333 202,333 
DDA R.,ov•f Caob 

Oeprecllllon ,195,02A 10,537,063 23,050,350 3,607,611 
Deprecllllan and AmarUzaQan ,76J,468 11,170,194 23,807,272 3,915,301 

Franch'-' To ... 
408100611 ~teGfo .. ReO!'IP!J,Tu (5,942) 1 (5,943) 0 
fi08100GJ4 Stl~ Gto.t R•c:ci~ Tu 25,223 0 25,223 0 

Rwen.,.kWhrTuoa 19,281 1 11,280 
408t002 RcA 1.719.384 705,316 938,540 77,528 
408t003 Fdtr.IVn~meni'Th 18.148 7,878 9,349 921 
4081001 State Une,...oymmt T u 57,924 19,787 35,828 2 ,308 
•UM103l Fn..,ge Benefit l..oadlng . FtCA (546,063) (338,115) (165,128) (44,820) 
4081.0. FMUe S.n.rrt lcre&ng~ F\lf (3.756) (.2,304) (1,221) (231) 
•081035 F~e aener,t f..afltt:~tg • S\JT (9,800) (4,962) (4,127) (511) 

P•~IIT.,... 1,236,031 319,601 111,241 35,188 
•oa1020t4 St.ie 8uain"' ~ Ta'u 1,855,238 0 1.655,238 0 

Copac~Tuos 1,855,238 1,855,231 
405100509 Rul& Pe~.a~P1opettyTnn 3,975 3,907 0 69 
40810M10 ~til Pt'ftOMI PfopottY fun 131 131 0 0 
403t00512 Rt.ll P•nll'nlll Piopeny Tan• 1,349..282 112,328 1,2D9,471 27.~4 
4051001\il Roll P1oraonl!1 ~peny T•ira 4,263.050 2 ,497,185 375,915 1,389,950 
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KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1522 of 1829

Amerlc:an Electric Power 
PageB 

INCOME STATEMENT Kentuc! Power Kentucl<y Power Kentucl<V Power Kerrtucl<yPoWIW 
lnld nool Company • Olatrlbutlon Company· Ganarollon Company -

GLSI018 Tr111amlulon 
Y1P llllay2014 Gl.S 101tl 110 117 110 
0510W201411t1. A ual Actulll Actual Actual 

~UI:GLSII11 

YTP~ OIBV2014.C).S...31 --OI._ACCT SEC e .. ~o .. u.n.: REGIOIOAI.. <l CONS 1Y 2014 Y1P May2014 YltlMay21114 YTD MIY2014 

~OOID:>913 ~etJ.P•r• P~op T.,..c.p t .. " 1,038 790 68 180 
4Qe1029tlll Reaf.-Pett Plop T•·e..p\.easn 8,955 6.760 520 1,675 
406103613 Rt ll Pfup ii...CIP ltltel (1,473) (1,473) 0 0 
4C&,018t4 Rtal PfQP'T••··C~ t,eesu 10,625 10,625 0 0 
4015?00$1) Roll PI!Mnal Ptlni•"Y Taa• 23,585' 4.030 0 19,555 

Proparty Tuas 5,851,161 2,634,212 1,515,974 1,~.913 

• 015101 813 SlPwblSaN ChmmTa..S--. 394,268 594,268 0 0 
RIIQU(ai"'Y F- 3114,2.68 l14.2U 

4011014U4 F~tll Eaau l•~t" 988 0 986 0 
Production Ta•• - 911 

40510171. S\ I.Jc RD5~n T•...Fea 200 200 0 0 
.DIS101900 SIAle~andUuT&l!H (342,470) (156,1555) (178.715) (7,040) 
.08101912 stale~ •M Uu TllJin 218,039 89,065 119,078 9,896 
401101913 Stale S... •na Use T D«t 1,295 1.;!95 0 0 
•ostoteu S~e s.tes •l'ld OM Ton 7,384 7,384 0 0 
•oe1on •• t.WnlttPti ltc:-IM•Fen 300 300 0 0 

Mlac:allaneoua Ta .. a (115,253) (51,411) (59,191} 2,15& 
Other Non~nco- ra ... (114,255) (51,411) (58,711) 2,158 

T- 0111er Than Income T- I .;114!1727 335974 1 -4013022 1 47&_.915 
TOTAL OPERATING EXPEJIISES 1118.2t110S 58.137,113 55,4&4,A31 • 37l,lt11 

Memo; SEC Total Operabnv Expense& ,~,011,7&7 248,115,&19 232,241,114 9,373,2&3 

OPERAnNG INCOME ~-11414 1~ 35.~ 21754HO 

!JQrJ OPER..:.. ilfJG lrJCOt.'E I IE)I:P[i"JSES) 

.,110002 lr« & DMdlmli inc:- ,.,NnOC 18,825 7 ,252 11 ,113 480 

lntt.,ut & Dividend NonA mil- 11,125 7,252 11,113 410 
CHIOOCU lnttfett Inc - NaOC Non COP 11,344 \1 ,344 0 0 
CHICIMS lm¥att~· ·~c:CBP 9,980 1,121 (.24,683) 33.~ 

lnt.I'UI & Dividend Alflll .. d 21,324 12,414 (24,613) 33,523 

Totallnteroat & Dividend ln~ome 40,149 18,718 (13,550) 33,913 
q!OO)t C.~n;Ow,gn 26.758 0 0 215, 75& 

lnt.,..l & Olvtdand Carrying Chara- 2&,751 26,751 

Memo: 7'oto/ /nlll"'sl & Oi-lncome ..VCall)'illiJ &&,907 19,716 (13,550) 60,740 
4191000 ~ Olh F-f'ldt Vaq Of~ CMU 2 ,343,506 211 ,575 1,490,520 &41,D1t 

AFUOC 2,343,506 211,575 1,4110,320 641,811 
Gain on Dlapoalllon ol Equity lnvutmanb 

lnt.,..ILTDFMB 
lnttuat LTD IPC 

CQCJOOf lnCIHtt.t EI-P• Auoe No....C9P 437,500 17~,902 128,704 134,894 
lnte,_l LTD Not• Payable • AlfiUated 437,500 173,902 121,704 134,194 
lnttual LTD Not• Payabla • NonAmlla18d 
lnt.,..l LTD Debenturw 

<Vl>006 IMonLTO .. S«r. UnMC Naltl 4 ,168,128 5,630,894 4 167.392 4,367,842 
lnlarut LTD Senior Unaacurwd 4,161,121 511130,114 -4,111,392 4,367,142 

~270012 PCfUJ foMitt l"'' &p.Mtoc- 11.344 11.344 0 0 
lnterwol LTD 0111ar . Alfll 11,344 11,344 

4210005 lnt on llO Ot:h• f LTD 1.207,292 1,2 13,&&9 (6,597) 0 
lntarwal LTD Other- NonAml 1,207,.292 1,213,889 (&,597) 

lnttual on Long-Tann Debt 5,122,283 7,030,029 4,219,491 4,502,737 
o.JOODOl 11'11 WI A&aoc C4 • C8P 24,813 2,864 143,683 ( 121 ,935) 

lntarul STD -Mil 2A,IIU 2,184 163,883 (121,935) 
-tll0007 LtnH OfQMit 318.713 129,459 160.278 28,975 

lntaroal STD • NonAml 311,713 12.1,451 160,271 21,975 
lnt.,...l on Shoot Term Debt 343,321 132,324 303,911 (92,151) 

4 280005 Arnrtt.Otcni&.Etp.S, Unsee Holt 196,328 78,038 57.756 60,534 
Amon ol Debt Dloc. p,., & Eop 194!,321 71,031 57,751 60,534 

.211004 Amnz u. Rcqwed 0.1:11-Q.ttlt 14,020 5,573 4,124 4,323 
Amon Lou on Raocqulred Debt 14,020 5,573 4,124 4,323 
Amort Gain on Raacqulrad Debt 
Other 11'1111,..1 · Fuel Rac:overy 

4)\0001 OIMIInternl Eip.,..e 67,520 20,228 41,474 5,1119 
j l1000'l ff'llet•t en Cus""""r OePGMt 11 ,301 11.301 0 0 
~liOO:U f,_.,"tb~•·SYM 't• 1,095 545 523 27 

Othar 11'1111-1 • NonAml 71,91& 32,073 41,197 5,146 
Othar 1-t Eapanaa. Ami 
lnl-1 Ratio Hedge Unrealll;acl (GalnJILou 

4120000 Altw81'twed fncitUted Cnttt.O (1,209, 184) (108.486) (771.452) (329.225) 
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KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1523 of 1829

American Electric Power 
Page9 

INCOME STATEMENT KnUq fPo .. r KetrtuckyP- Kentucky Powet Kentucky Power 
sntc llftiOI C0111pany • Dlotrlbullon Company • Genenollon Compeny-

GLS8016 Transmission 
YlD Mey :zen• Gl.l 101& 110 117 110 
DMIIII20141e.14 A laW Actull Actual! Actual 

,._OUII01. 
018 V2014-0S-31 -nt:~_IEC --. U_, AECIIONAL-._CONS YTD!tl W2D1• YTD Mow :zD14 YlD Moy201( YTDMoy2014 

AFUOC-8orrowed Funclo (1,20S,164) (108,486) (771,452) (32t,225) 
Totallm-t Cll ..... 15~1H 7 16t 551 392511M .151.2SC 
INCOME BEFORE INCOME TAXES 8nd EQUITY EARNINGS 15653131 7307203 3303tl7t 25.:10tL057 

4091001 l~ome Te:Mn, UOI· ~eoeJ~I 20,867,168 3,550,029 10,268,131 7,0o49,008 
409200t tne T*' Qlh lne.&bto..Fecletll (263,992) (178,974) (68,784) (26~34) 

F1cll,.l Cu!Tint lncom• Tu 20,103,178 3,371,055 10,209,347 7,022,77. 
410100~ Pte..' Off tiT lJ!It Op lnc-Fed 21.730,081 2,056,892 18,061,60o4 1,611,585 
410l001 PttW Otf.rf OCI\I&Or F:edetli 243.355 156.356 57,755 29,244 
41t10CU Prv o.r ' IT·C' Uti:l Op lt~c-f•CI 21,681,172) (3,210,721) ( 18,067,294) (603,156) 
41\2001 p,.., Oe( ur.c. 0111 1&o.FM (20,438) 0 (20.4(18) 0 

F_,., Defenwd lncomo T .. 71,828 (917,474) 31,827 1,037,673 
4114001 tlC A4 \A t)' Op•t * f'•cs (.0.016) (6,300) 19,630) (24,086) 

Fecll"'l l,_lrlllnl T .. Credlla (.0,016) (UOO) (9,130) (24,016) 
Fecle,.l Income T•- 20,634,986 2;367,281 10,2.31,344 8,036,311 

•0910021~ II'IC:OrMTu .. UOI·St:Me UOo4,332 333,8SS ~.055,471 1,215,026 
6092002:14 Inc. Tet OV! I"" O•d • Stlle- (45,821) (31 ,064) (10.203) (4,553) 

Stole c ...... nt Income Tax 3,551,511 302,771 2,045,281 1,210,473 
"11tQ('J2 PI'¥ Od 1/T"·C• UDtQpi~Sata (203,840) 0 (203,840) 0 

Stole Dor.!TIId Income Tu (203,840) (203.840) 
Stile IIMIItme nt Tax Orocllts 

Sllle Income Tu81 3,354,671 l02;T71 1,141,421 1,210,473 
Locel CUIT8nl Income Tu: 
Locel Def"'"'d Income Tu 
Locel lnvutmont Tu Credits 

l Locel Income TilliS 
Foreign Cu1T8nt Income Tu 
ForoiGI'I Dlr.necl Income Tu 1 
Forolgn Inv-ent Tu Credits 

Fol'llgn Income Taa. 
Total In-Ta- 23,9t9,657 2,670,052 12,072,772 9,246,W 
Equity Eomlnp o1 Sub• 
INCOME AFTat INCOME TAX£5 and EQUITY EARNINGS 4168~411 4,13715'1 20 967107 11,1159,~ 

OIS~>ontlnued Opemlono (Net ol Tues) 
Cumulltlvl Etr.ct ol Accounting Chang• 
El<lnontlniiiY Income/ (&p-.]_ 
NET INCOME 41.613,411 . 137151 20 967 107 11059~ 

Minority ln'-t 
~d Stock DIVIdend Subs 

I Eomlnpto Cemmon Sllll'llllolcllro •1.H3.411 4,137151 20167107 11,059,Dl 

NET INCOME (LOSS) NODE before PS 41 ,183,481 4.137.151 20,167107 16,0St.224 
Pol.lble Chide. on NIC tncom• Node..., PS 0 (C) (0) 

._.,....Section 
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KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1524 of 1829

AMERICAN ELECTRIC POWER COMPANY Pat~o10 

BALANCE SHEET Kentucky Power Kentucky Power Kentucky Power Kentucky Power 
GLSI218 lntConsol Company - Company • GeneraUon Com,u.ny-
YTOMay2014 GLS8216 110 117 180 
06'1anGU tl'21 

u-:OU&2ll 

088 V2014-QS.. -Gt,.ACCT I EC - Unll: llEOIO""'-A. CONS YTDMay2014 i YTDMay2014 YTD Mey_2014 YTDMay2014 

Cuh and Cash Equivalents na,46~ n8,467 0 0 
Other Cash Deposita 0 0 0 

Customers 17,~5,021 13,288,848 3,485,982 620,191 
ACCNed lJnbllllld Revenues (9,330,03f (9,721,102) 391,067 0 
Miscellaneous Accounts Recervable 23,495,24~ 5,758,425 62,330,489 8,359,259 
Allowances for Uncollecttb!e Accounts 141 sse 130 2221 111 6281 0 

Accounts Receivable 31,518.38~ 9,286,949 86,196,910 8,979,451 
Advances to Amllatea ~ 0 0 0 
Fuel, Materials and Supplies 73,423,72A! 2,468,006 70,034,383 821,339 
Risk Managament Contracts - Cumont 2,531,03~ 1,nl 2,529,2$7 0 
Marg.ln Deposits 782,238 15,4N 766,746 0 
Unracoverwd Fuel • Cumont 10,112,97! 0 10,112,973 0 
Other Cumont Regulatory Assets 0 0 0 
PraDIIYI!Mints and Other cumont Assets 1 781 28 1 460083 242753 58.453 

TOTAL CURRENT ASSETS 120,928,10 14,039,783 149,882,024 9,959,243 

Electric Production 1,084,287,62 748,237,223 1,496,098,057 508,817,898 
Electr1c Tranamlulon 512,284,01 0 0 0 
Electr1c: Dlstr1butlon 703,144,02 0 0 0 
General Property, Plant and Equipment 478,986,95 199,571 4,169,386 1,160,479 
Constn.lctlon Worlc-ln·Prograss 150,183,14j 15,427,584 94,52",911 40,230,670 

TOTAL PROPERTY, PLANT end EQUIPMENT 2,908,865,75 763,864,357 1 ,594, 792,354 550,209,047 
Ius: Accumulated Detlt8clatlon and Amortlzltlon {974,1104 99 1239 586 035) 1565.497 114) 1169521 845} 

NET PROPERTY, PLANT and EQUIPMENT 1,934,210,71! 6.24.278,322 1,029,295,240 380,687,202 
Net Regulatory Assets 217,178,95 102,344,740 59,164,213 55,888,008 
Secur1tlzed Transition Asaets and Other 0 0 0 
Spent Nuclear Fuel and Decomml .. lonlng Trusts 0 0 0 
Investments In Power and Dlstr1butlon Projects 0 D 0 
Goodwill 0 0 0 
long-Term Risk Management Assets 1,836,57; 61 1,136,516 0 
Employae Benefits and Pension Alaets 13,44&,ooj (1,134,448) 14,279,430 301,022 
Other Non Current Aa1ets 11,844,101 4,950,232 4,191,450 2,522,419 

TOTAL OTHER NON-CURRENT ASSETS 244,103,84 108,140,588 79,471,809 58,491,447 

TOTAL ASSETS 2 299 292,.50: -~458671 1 268848..872 449137 891 

Accounts Payable 71,714,14! 59,230,784 81,154,275 4,282,012 
Advances from Amllates 23,101,81: (4,492,466) 152,103,800 (124,509,668) 
ShOrl·Tirm Debt 0 0 0 
Other Cumont Regulatory UabliiUes 0 0 0 
Lon.g-Term Debt Due Within One Year Non..Amllated 200,000,00 0 200,000,000 0 
Long-Term Debt Due Within One Year - Amllated 0 0 0 
Risk Menagement liabilities 903,57: 0 903,572 0 
Accrued Taxes 27,816,90: 1,124,017 5,733,899 13;958,986 
Memo: Propet1y Taxes 13,5n,9s 6,136,655 3,656,072 3,785,226 
Accrued Interest 11,445,50. 4,542,151 3,398,983 3,504,391 

Risk Management Collalellll 315,05 0 315,051 0 
U111ity Customer Deposits 24,426,891 2.4,426,896 0 0 

Deposits • Cuatomer and Collateral 24,741.~ 24;426,896 315,051 0 
over~ecoverad Fuel Costs - Cum~nt 0 0 0 

Dividends Declared 0 0 0 
Preferred Stock due wnN 1 Yr 0 0 0 
Obligations under Capital Leases • CutTen! 1,166.22J $19.060 503,221 143,939 

Tax Collections Payable 2,595,07 2,137,426 419,638 38,012 
Revenue Refunds· ACCNed 1,119,591 0 0 1,119,596 
ACCNed Rents • Rockport 0 0 0 
Accrued • Payroll 878,70: 34o,3n 495,035 43,292 
Accrued Rents 1,8si 1,866 0 0 

Paoo 10 of3 H.IGLI ~ Team\RIQU!jllol)' & Govemmenl~ Reports\Kontudty Pow.r Monlhly Report KPSC\201•12 014 05 M~014_5 GLS8216 "'' 
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AMERICAN ELECTRIC POWER COMPANY 
BALANCE SHEET 

GLS1218 
YT1l May 2014 
c./1QI20141l:2t 

D9B V2014-G~ 

~$30022 

2420511 

242008a 
2420506 
~420512 

~420542 

242059214 

2420643 
2420656 
2420664 
25300$0 

2530112 
2530124 
2530177 

2440002 
244002,2 

2530000 
2530067 
25300!12 
2531)137 

2530178 

..... ,., : QLIQfl 

--....:a CT_SEC ...._.UftltftEGtO 

ACCII.Ied ICP 
ACCNed Vecatfonr; 
Mise Employee Benefrtr; 
Payroll Deductions 
Severance I SEI 
Accrued Workerr; Compensation 

CUstomer Aclvance Receipts 

Customer Advance 
Control Cult Otsbun;e Aa:.ount 

Control Cash Olsbursemenl Accaunl 
JMG Liability 

Econ Development Fund CUlT 
Est F1n1ne1ng Cos I ... Bonds 
UncJ..,ed Funds 

Ace Cllsh Franclloso Req 

Sales Use To.• · Lease E~uop 
Acaued Audol Fees 

Federal Millgallon Aa:nl (NSR) 

ST Stale M•tigeuon De! (NSR) 

De!emtd RaV -Polo Atlaclunents 
Other Delamtd c,..c~;ts-C\Jrr 

Contr In Atd ot Constr Aclva.n<e. 

Oe!aned Re\0-l:lonus Lease Curr 

Mise Current and Acaued Ua.blllties 
Current Other and Accrved UabiiiUes 

Other Current Ltabilllln 
TOTAL CURRENT LIABtUnES 

Long-Term Debt. Affiliated 
Long-Term Debt- Non Amllatad 
Long-Term Debt- Premiums and DlscoLinls Unamort 

Memo- L TO NonAmtlated and Premiums 
Long· Term Risk Management Ua.bUIIJes- Hedge 

LT Unrnllossu - Nol\ Allil 
LIT !Ja~tly MTM CoUatara! 

Long-Term Risk Management Uabilitles • MTM 
l.ong-Term Risk Managementl.labllltles 
Defemtd Income Taxes 
Det.~d Investment Tu Credits 
Regulatory Uabllllles and Defemtd Credits 

Memo- Reg Uab and Def lTC 
Asset Retirement Obligation 
Nuclear Decommlsalonlng 
Employee Benefits and Pension Obligations 
Trust Prefe~d Securtlles 
Cumulative Pnlfemtd Stocks of Subs· Mandatory Rede 

Obligations Under Capital Leases 
Oaf Credits - tnmme Tax 

Fed•rt MiliJiallon Delenoi(NSR) 

Def Credits • NSR 
Customer Advances f04' Construction 
Oef Gain on Sale/Leaseback 
Deferred Gain on Sale and Leaseback - Rockport 
Def Gain on Dlsp of Utility Plant 

Olher Dere'"'d C.Wirs 

IPP ·~lam UP11f11clo Cntd<i> 
Fbr Opt Ln>-ln Kind Sv-Oid Gns 

Fbr Opt Ln ... So!d-Oeld Rev 

Oefetn!d ReY-Bonus Lease NC 
Del Credits· Other 

Total Other Deferred Credns 
Accumulated Provisions • Rate RefUnd 
AccLimulated ProVIsions· Mise 

Kentucky Power 
lntConsol 
GLS8211 

Kentucky Power 
Company'-

110 

1,225.743 
2,177.,115 

515,024 
99,715 

0 
326.006 
1,32.0.815 

1,320,815 
1,528,211 

1.528,21 1 
0 
0 
0 

4, 128 

96,934 
1,331 

rtWJ 
0 
0 

~.125 
0 

7,949,800 
210,169,700 

(215,382) 
210,454,31/J 

0 
412 

0 

412 
412 

161,019,471 
17,885 

(31,li24,661) 
(31 506, 796) 

62,418 
0 

3,190,954 
0 
0 

1,438,545 
362,465 

0 

0 
117.290 

0 
0 
0 
0 
0 

154,238 
0 
0 

154.238 
271.528 

0 
0 

Kentucky Power 
Company • Gener.alfon 

117 

YTDMa 1014 

1,833,070 
3,217.932 

809,497 
109,353 

0 
404.320 

0 

0 
0 

0 
0 

251,250 

! IT.$911) 
0 
0 

151 

{,.~ .\ 

554,326' 
2~6.1~1 

0 

221-616 
0 

~31,564 

1,725,202 
9 ,01 4,043 
9 17 264 

433,128,125 

5,183,100 
155,1115,tCOO 

(159,4 03) 
155,755,997 

0 
710,393 

(6,270) 

704,123 
704,123 

217,192,614 
21,1911 

80,$4.4,1149 
60,572,847 
20,629 ,220 

0 
4,721,472 

0 
0 

1,B04,4n 
278,593 

1,110,6+1 

1,110,644 
0 
0 
0 
0 

5,607 
0 
0 
0 

1690,293 

1,695,900 
1,695,900 

0 
873,750 

Kentucky Power 
Company -

110 

YTDMa 2014 

119,643 
271,238 

19,668 
14,246 

0 
20.508 

0 

0 
0 

0 
0 
0 
0 
0 
0 

1,699 

t6.07CI 
0 
0 
0 
0 

0 
0 

(4,375) 
1,641,829 
1785 767 

(100,978,512) 

6,166,600 
163,414,900 

(167,071) 
163.247,829 

0 
0 
0 
0 
0 

119,021,410 
39,669 

(6,443,517) 
(6,403,848) 

0 
0 

91,529 
0 
0 

470.454 
42,656 

0 

0 
0 
0· 
0 
0 
0 

Z7Z.489 
0 

97,525 
0 

370,015 
370,015 

0 
0 

P"!!o1f 
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AMERICAN ELECTRIC POWER COMPANY 
BALANCE SHEET 

GLSI2111 
YTD May2014 
O&IIW2D14 12.21 

098 V2014-05-

- -

t._. : GI..IU11 

-<Gl ACCT IEC -Uolt:II£GIONA1,..A,CONS 

other Non.Cummt UabllltiH 
TOTAL NON-CURRENT LIABILITIES 

TOTAL. LIABILITIES 
CumulaUve Pref Stocks of Subs - Not subject Mand Radarr 
Mlnol1ty lnterast - Oafarrad Cradlls 

Common Stock 
Paid In Capital 
Premium on Capital Stock 
Rata.lned Earnings 
Accumulated Othar Comprehensive Income (Loss) 

TOTAL. SHAREHOLDERS' EQUITY 
Memo: Total Eqtlfty 

TOTAL. LIABILITIES AND SHAREHOLDERS' EQUITY 

out-ilf-balance 

Kentucky Power 
lntConsol 
GLS8216 

YTDMIY2014 

a 719 021 
1,165,128,00 

1 546 637.29 

50,450,00 
517,459, 

752,655, 

Kentucky Power 
Company-

110 

YTDMay2014 

2 072.5311 
360,293,123 

462607 030 
0' 
0 

22,404,049 
101,025,371 

0 
53,500,275 

(78,055) 
1111511140 

644,461,671 

0 

Pege 1~ 

'Kentucky Power Kentucky Power 
Company - Genarauon Company -

117 110 

YTDMa~2014 YTD May_201.4 

5763 364 183125 
521,123,236 283,011,645 

954 950061 182 033133 
0 0 
0 0 

10,287,103 17,761,341 
327,394,241 84,039,836 

0 0 
(27,512,991) 165,367,121 
(6,470,047) (60,547) 

3031911111 267104 751 
303,698,811 267,104,756 

1,251,641,172 449,137,8111 

0 10) 
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Run Date: 06/1112013 13:44 

X_OPR_COS RptiO: GLR2200\I LIIY"ul: GLR2200V 
KYP CORP Ct V2099-01-01 N:s:J; PRPT ACCOUNT BU: Gl PRPT CONS 

ASSETS 

PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL 
CONSTRUCTION WORK IN PROGRESS 
ELECTRIC UTILITY PLANT 

less Accum Provision - Deere. Def!l. Amort. 
NET ELECTRIC UTIUTY PLANT 

Net NonUtillty Property 
Investment In SubsidiaJY & Associated 
Other Investments 
Other Special Funds 
Allowance - NonCurrent 
Long Term Energy Trading Contracts 

OTHER PROPERTY AND INVESTMENTS 

Cash and Cash Equivalents 
Advances to Affiliates 
Acct Rec - Customers 
Acct Rec - Miscellaneous 
Acct Rec - AP for UncoUectible Accounts 
Acct Rec - Associated Companies 
Fuel Stock 
Materials and Supplies 
Accrued Utility Revenues 
Energy Trading 
Prepayments 
Other Current Assets 

CURRENT ASSETS 

REGULATORY ASSETS 

TOTAL DEFERRED CHARGES 

TOTAL ASSETS 

CAPITALIZATION and LIABILITIES 
COMMON STOCK 
Authorized: 2,000,000 Shares 
Outstanding: 1,009,000 Shares 

Common Stock 
Premium on Capital Stock 
Paid-In-Capital 
Retained Earnings 

COMMON SHAREHOLDERS' EQUITY 

PS Subject To Mandatory Redemption 
PS Not Subject Mandatory Redemf!lion 

Kentucky P 
Comparatl 

M 

,656,098.42 
0.00 

258,363.67 
0.00 

,361 ,233.00 
,431 ,338.56 
,707,033.65 

1,401,481.80 
,204,717.01 
,g26,511.96 
,195,711.76 
(19,505.97) 

,408,890.11 
,020,866.67 
,552,325.87 
.288.420.30) 
,062,534.47 
996,461.31 
535,132.24 

,996,706.92 

21 ,950,324.08 

,450,000.00 
0.00 

,562,663.63 
,663 094.32 
,675,757.95 

0.00 
0.00 

December Balances 
Last Year 

558,934,668.00 
490,152,082,00 
652,615,328.83 

57,451,300.18 
44,281 ,291.91 

1,803,434,670.92 
62.4.238.902.51 

1,179,195,768.41 

5,498,717.60 
0.00 

260,727.67 
0.00 

2,361,232.31 
6 ,881,654.77 

15,002,332.41 

1,925,747.09 
o.oo 

12.676,052.64 
3,141,697.43 
(141 ,538.08) 

9,241,088.58 
69,147,176.47 
25,061,279.42 

816,939.53 
6,174,819.72 
1,569,794.80 
1,660,942.94 

131,274,000.53 

214,900,829.18 

78,498,798.33 

·1,618,871, 728.86 

50,450,000.00 
0.00 

238,341,119.49 
190,818,915.56 
479,610,035.05 

0.00 
0.00 

Variance 
s 

(2.842,619.18) 
0.00 

(2.364.00) 
0.00 
0.63 

(2.450.316.21) 
(5,295,298. 76) 

1,049,494.90 

(9,153,865.94} 

(28,2.22,257.34) 

0.00 
0.00 

221,544.14 
8,844,178. 76 
9,065,722.90 

0.00 
0.00 

Page 10 
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Kentucky P mer Corp Consol 
Comparatl ie Balance Sheet 

Ma 31, 2013 
Run 0111 .. : 06/1112013 13:44 

X_OPR_COS RptiO; GLR2200V Layout GLR2200V Month ndBalanees December Balances Variance 
KYP CORP C« 1/2099-01..01 Pa:t: PRPT_ ACCOUNT BU: Gl PRPT CONS ' 2013 Last Year s 

CUMULATIVE PREFERRED STOCK 0.00 0.00 0.00 

TRUST PREFERRED SECURITIES 0.00 0.00 0.00 

Long-Term Debt Less Amt Due 1 Yr SA ~.291,418.75 549,221,950.00 69,468.75 

CAPITALIZATION 1,0 !1,967,176.70 1,028,831,985.05 9,135,191.65 

Obligations Under Capital Lease-Noncurrent 1,871,938.13 1,674,300.89 197,637.24 
Accumulated Provision Rate Relief 704,292.00 1,635,430.00 (931 ,138.00) 
Accumla!ed Provision - Miscellanous ~.319,431 .89 34,033,794.12 2,285,637.77 

Other NonCurrent Liabilities 8,895,662.02 37,343,525.01 1,552,137.01 

Prefened Stock Due Within 1 Year 0.00 0.00 0.00 
Long-Term Debt Due Within 1 Year 0.00 0.00 0.00 
Accumulated Provision Due Within 1 Year 0.00 0.00 0.00 
Short-Term Debt 0.00 0.00 0.00 
Advances from Affiliates 0.00 13,358,855.63 (13,358.855.63} 
AlP General 9,369,335.96 30,336,776.64 (10.967.440.68} 
AlP Associated Companies 0,490,096.28 41,052,680.18 (1 0,562,583.90} 
Customer Deposits 14.672,951.28 23,484,964.81 1,187,986.47 
Taxes Accrued ~.346,513.87 6,548,714.64 (202.200. 77} 
Interest Accrued 0,930,743.39 7.166,695.02 3,764,048.37 
Dividends Accrued 0.00 0.00 0.00 
Obligation Under Capital Leases 1,270,367.79 1,403,875.95 (133,508.16) 
Energy Contracts Current ~. 156,659.53 3,320,068.02 (1 '163.408.49) 
Other Current and Accrued Liabilities 5,029,997.07 17,797,808.10 {2,767,811 .03) 

Current Uabllltles 1 0,266,665.17 144,470,438.99 (34,203, 773.83) 

OeferTed Income Taxes 3 1,124,343.97 385,153,166.17 5,971,177.80 
DeferTed Investment Tax Credits 259,921.72 355,758.82 (95,837.10) 
Regulatory Liabilities 5,699,797.46 13,831,965.72 (8,132,168.26) 

2440002 L T Unreal Losses - Non Affil 2.521 ,991 .891 4,200.196.07 (1 ,678.204. 1 8) 
2440022 Uf Liability MTM Collateral (92,936.00) (582,545.00) 489,609.00 
245001 1 ur Uability-Commodity Hedges 7,563.00 82,731 .00 (75, 1 68.00) 

Long-Term Energy Trading Contracts 2,431),618.89 3,700,382.07 (1 ,263,763.18) 
2520000 Customer Adv for Construction 59,401.361 63,177,74 (3,776.38) 

Customer Advances for. Construction 59,401.36 63,177.74 (3,776.38) 
Deferred Gains on Sale/Leaseback 0.00 0,00 0.00 
Deferred Gains on Dispostlon of Utility Plant 0.00 0.00 0.00 

2530000 Other Deferred Credits 0.00 0.00 0.00 
2530022 Customer Advance Receipts 1,564,239.53 2,634,497.53 (1,070,258.00) 
2530050 Deferred Rev -Pole Attachments 97,588.73 78,940.35 18,648.38 
.2530067 IPP - System Upgrade Credits 263,810.52 260,279.72. 3,530.80 
2530092 For Opt Lns-ln Kind Sv-Dfd Gns 160,250.00 162,614.00 (2,364.00) 
2530112 Other Deferred Credit s-Curr 987,972.74 1,113,326.72 (125,353.98} 
2530114 Feder1 Mitigation Deferai(NSR) 754,941 ,55 754,941.55 0.00 
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Page 12 

Kentucky P, ~er Corp Consol 
ComparatJl le Balance Sheet 

Maj 31, 2013 
Run Daie: 0611112013 13;4.4 

JU)PR_COS RpiiO: GLR2200V l ayout GLR2200V Month nd Balances December Balances Variance 
KYP CORP CC V209~1-01 Acd; PRPT ACCOUI'IT BU; Gl PRPT CONS 2013 Last Year $ 
2530137 Fbr Opt Lns-Sold-Defd Rev 111,081 .17 116,729.42 {5,648.25) 

Other Deferred Credits I 3,939,884.24 5,121.329.29 (1 '181.445.05) 
Deferred Credits 6 435,904.49 8 884,889.10 (2,448,984.61) 

DEFERRED CREDITS & REGULATED LIABILITIES 4 3,519,967.64 408,225,n9.81 (4,705,612.17} 

CAPITAL & LIABILITIES 1,5 0 64~,471.53 1 618,871,728.87 (28,222.257.34} 

Statement of Retamed Earnmgs 

BALANCE AT BEGINNING OF YEAR 1 0,818,915.56 171,840,462.36 18,978,453.21 
Net Income {Loss) 1,344,178.76 50,978,453.21 (29.634,274.45) 
Deductions: 

Dividend Dedared On Common Stock. ( 2.500,000 00) -32,000,000 19,500,000.00 
Dividend Dedared On Preferred Stock. 0.00 0 0.00 
Adjustment in Relained Earnings 0.00 0.00 (0.00} 

Total Deductions ( z,soo.ooo.oo) (32,000,000.00) 19,500,000.00 

BALANCE AT END OF PERIOD (A) 1 9,663,094.32 190,818,915.56 8,844,178.76 

(A) Represents The Following Balances At End Of Period 

215.0 Appropriated Retained Earnings 0.00 0.00 0.00 
215.1 Ap1Jr Retnd Erngs- Amrt Rsv, Fed 0.00 0.00 0.00 

Total Appropriated Retained Earnings 0.00 0.00 0.00 

2160000-1 Unapprp Retained Earnings Unrestr 1 ~.818,915.56 171.840,462.36 18,978,453.21 
2160002+ Unapprp Retained Earnings Restr 0.00 0.00 0.00 
210.0 Gain on Reacquired Pref Stock 0.00 0.00 0.00 

Net Income Transferred 8,844,178.76 18,978,453.21 (10,134,274.45) 
Total Unappropriated Retained Eamfngs 1 ~.663,094.32 190,818,915.56 8,844,178.76 

216.1 Unapprop Undistributed Sub Earnings 0.00 0.00 0.00 
418.1 EQuitv Eaminos ofSubsidiaryCo 0.00 0.00 0.00 

Total Unapprop Undistributed Sub Earnings 0.00 0.00 0.00 

Total Other Retained Earnings Accounts 0.00 0.00 (0.00) 

TOTALRETAI.NED.EARNIN.GS 1 9,663,094.32 1.90,818 91.5.56 8,844.,178]6 
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KENTUCK'lf ~RCOMPANY Page 13 
Final 0111112014 DETAI.L OF W:~~ IC UTU.nY PROPERTY 

YEAR TO ~TE · May, 2014 

GLR7210V 01111114 08:07 

BEGINNING ORIG lfw_COST ENDING 
BALANCE ADDITIONS REn EMENTS ADJUSTMENTS TRANSFERS BAL.ANCE 

UTILITY PLAN! 

1011106 GENE.RATION 1,478,6&4,251.88 9,742,248,89 (2,266,690.57) (9,12) o.oo 1,486.159,801.08 

TOTAl.. PRODUCTION 1,478,884,251.88 1,742,248.81 (2,266,690.57) (9.12) 0.00 1,A81,168,801.08 

101/106 TRANSMISSION 503,165,571.80 4,914,646.92 (64,785.75) 0.00 0.00 508,015,432.97 
101/106 DISTRIBUTION 733, n6,590.81 14.038,971.85 (3,050,446.99) 0.00 0.00 744,765,115.67 

TOTAl.. (ACCOUNTS 101 &.1011) 2,715,126,41.4.49 2&,185,817.88 (U81,923.31) (9.12) 0.00 2,738,1140,348.72 

1011001112 CAPITAL LEASES 6,279,149. H 0,00 0.00 527,720.03 0.00 6,806,869.20 

I 

102 ELECTRIC PLT PURCHASED OR SOLD 0.00 0.00 0.00 0.00 0.00 0.00 
1140001 ELECTRIC PLANT ACQUISITION 0.00 0.00 0.00 0.00 0.00 0,00 

TOTAl.. ELECTRIC f>LANT IN SERVICE '2,721.805,583.8& 28,815,887.&8 (5,381,923.31) 1127,710.91 o.oo 2,746,747,218.82 

1050001 PLANT HELD FOR FUTURE USE 7,405,958.73 0.00 0.00 0.00 0,00 7,405,958.73 . 
I 

107000X CONSTRUCTION WORK IN PROGRESS: 

107000X BEG. BAL. 128,599,148.19 
107000X ADDITIONS 50,279,863.93 
107000X TRANSFERS ,28.695,867.66! 
1D7000X END. BAL. 21.583.996.27 150,183,144.46 

TOTAl.. ELECTRIC UTIUTY PLANT 2,857 110,670.58 50,2711,883.83 5,381,923.31 &27,710.81 o,oo 2 803,336,322.1 1 

NONUnLnY PLANT 

1210001 NONl/TlLITYPROPERTY-OWNED 995,120.00 0.00 I 0.00 0.00 0.00 995,120.00 
1210002 NONl/TIUTY PROPERTY-LEASED 0.00 0.00 i 0,00 0.00 0.00 0.00 

12-40025-29 OTHER INVESTMENTS 4,534,315.74 0.00 0.00 (0.03) 0.00 4,534,315.71 

TOTAl.. NONUTIUTY PLANT 5,528,436.74 0.00 0.00 (0.03) 0.00 5,&29,436.71 
I 

I 
Prepared by: PSnVlsfon Report GLR7210V 

' 

Relliewer. Cifldy Buckbee - Prop Accl; Canton 
Soun:es of Info: Powerpfant Reports and PS Gl 

I 
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KEHT\JCKY PO~ ~COMI'AHY 
Anal DI/11/ZD14 ACCUMULATED PROVISION FOR DEPJU:C!A ON, AMORllZA'TlOH, & DEI't£1'10N 

'YEAR TO DATE · fev•2014 

GLRT410V 01111/14 111;07 

BEGIHNIHG PROVISION ~~ NET REM/ TRANSFER/ EHDIHG 
BALANCE TO DATE SAI.VCOST ADJU&niENTS BALANCE 

tlT!UJY PU\NT 

NUCLEAR 
1080001n1 OTH.ER 0.00 
1080009/!0 DECOMMISSIONING COSTS o.oo 

, TOTAl NUCLEAR 0.00 

t 080001111 PROoucnoN 599,504',126.89 23,129,358.96 (2,266, Sea. 57) (374,3!10.24) . o.oo 8 (9,9112,405.04 
1080001!11 TRANSMISSION 161,537,795.16 3,807,8111,89 (~ 8575) (206.372.!10) 0.00 1114,BR247,40 
1080001/11 DISTRIBUTlON 192.744,860.114 10,539.,410.08 (3,050. ~6.99) (6'28,812.09) 0.00 199,805,011.84 

1080013 PRODUCTION (3,1520,015,26) 0.00 0.00 0.00 (2111.7~7.52) (3,B38, 77276) 
1080013 Tf!ANSMISSION 0.00 0.00 0.00 0.00 0.00 0.00 
1080013 DISTRIBUTlON Q6,698.85) 0.00 0.00 0.00 (3,820.98) t30.S19.83) 

REnREMENT WORK IN PROGRESS (8,320,25~.52) 0.00 0.00 (2,751,924.38) 1,209,375.~ (9.86'2,801 ,67) 

TOTAL (IOIX accoiiJlta) M1,111,11&07 31,271,:J7S.tJ (1,311~ 23.l1) (J,861 ,2it.61) tM,7N .73 170,7Jt,ltU1 

NUCLEAR 0.00 
1110001 PRODUCTION 1D.429,350.87 556,922.31 0.00 0.00 84,795.27 11,071,088.45 
1110001 TRANSMISSION 1,807,792.68 241 ,147.87 0.00 0.00 0.00 1,1148,940.35 
1110001 DISTRIBUTlON 7,182,584.75· 633,830.78 0.00 0.00 0.00 7,816,415.51 

TOTAL I tUX accounlll) 11,218,728.30 1,431,100.74 0.00 0.00 14,711.27 20,7.3$,424.31 

1011008 CAPrT All.EASES 1,869,-467.09 0.00 0.00 0.00 57,705.89 1,927,172.98 

1150001 ACQUISmoN ADJUSTMENT AMORT 0.00 0.00 0.00 0,00 0.00 0.00 

TOTALACCUM DEPR&AMORT. ti:Z.to1.111.AI 31701 210.17 5,311 23.31 3,S61 ,.21UI 1121217.11 183AQil,tl7.10 

NOHUTIUTYPIANT 

122000 i Copr&Amrl or Nonutl Prap-Ownd 214,955.75 2,779.05 0 .00 0.00 0.00 217,734,80 
1240027 Other Prope~ • RWIP (3.400.00) 0 .00 0.00 0.00 0.00 (3.400.00) . TOTAL NONUTIUTY PUIHT 211111.11 2.771.01 0.00 D.OD 0.00 214 334.10 

Prepared b~; PSnVISion Reporl GlR7410V 
Re\11.-: Cindy Buclcbee- Prop Acdg Canlon 
SOUIUII of Info: P"""''1'Janl RepcxiS and PS GL 
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AM•IUCANL 
IUCntiC 
J~GWE• 

July21,2014 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-0615 

~merican Electric Power 
I Riverside Plaza 
Columbus, OH 43215·2373 
AEP.com 

Please find enclosed June 2014 Financial Report pages for Kentucky Power Company consisting of the 
following: 

Income Statement: 

1-9 Income Statement 

1-3 Details of Operating Revenues 

4-7 Operating Expenses - Functional Expenses 

------~--------- ~ Statement ofT8J(es 

Balance Sheet: 

10 Balance Sheet - Assets & Other Debits 

10-12 Balance Sheet - Liabilities & Other Credits 

11-12 Deferred Credits 

12 Statement of Retained Earnings 

Utility Prooerty: 

13- 14 Electric Property & Accum Prov for Depr & Amrtz 

Manager - Regulated Accounting 
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American Electric Power 

GLSI01S 
YTDJun2014 
07JttW.Z014 ta1s 

4400001 

••00<102 
4400005 

A 
4A.20C01 

•• 20006 
•• 200(17 

•4mll 

A 

8 

Af20002 
4A20004 

4420018 

A 

A 
A 

B 
4440000 ·- A 

B 

45000o!J 

45610)) 

456103A 

4561035 
t5010XI 

456lft5g 

4561060 

4661~ 

450105) 

• 
44101SO 

44~ 

4410201 

.4470201 

•U10209 
A56\002 

.S6\00J 

A681005 

4'561006 
4681007 

·~·011J 

4561028 

45610'29 

• 5010l0 

45&1C68 
4561061 

4561054 

A56105S 

A 

U70001 

.. 700JS 

••70tza 
8 

C47001:11 

U1000& 

4470010 

4470021 

Aol70028 

44700J-3 
4410(&1 

0470061 
4170012 

4470088 

INCOME STATEMENT 

~OUIID11 -- ccr IEC au.an... u..tts.: RE 

REVENUES 
Rn<~enbtl S._·WISPK• Htg 

AH141f'lttaf Satet;•W.O SPtte Ht 

R ..... mratF..-Rt'l 

~·- • Ralclenllal SIIH 
Comm•,o•t Saltt 
Sales ID Pub Aum • Sdl-
St'-o Co Alb Allth & S'Ctlcalt 

Comm-.~ Fue!l Rev 

Riven• · Commercii! S1lea 
Roven• • lndultrlal S•ln - Amll&ted 

Jndo"'"ll s.o .. ,..,. - • 
tM~f\AIIQ(Ifd"'-l'll!l) 

lt\dl.la.tii:MFUftRIV 
~venue -lndu111111 Saln • NonAIIIIllt1d 

~ven,. ·lndustr111 Saln 
~..n .. - Goa Producu Saln 
~ven .. • Gl& Tranap-llon & S1araga S1lu 
Raven,.- Gil Tranapottallon & SIDrage S.IH ·AIIII ....... SIJ.--"""""9 

-~ St & Hwy !>gilt Fuel R"' 
R1venue- other ~tall S.ln 
R1venue- Other R1tall S1ln • Alllllalod 

~v1n,.-R1tall S.ln 
Ofh Efet Rv·Ttn-Nf Tt~ Pttu 
PJM NITS RrHn:~~~t • Nfiil••d 

PJMl'O Adtn .ServR•v ~M 

PJM ~ed Tt•ns NITS Coat 
PJM Nfif"GiedTtiN TO Cotl 

Mil PJM it an• EnhanOMI R•v 
Mil PJM Tfll'!a Enhanannt Cc«l 

PAO'IIISION A:TO Coat· Alii 
PROVISION RTO ROi Al!\ .. l<ld 

~·- • Tranamlnlon·AIIIllatad 
Tr•Nm. Rev .. oeoe. 'Mft~UN 
PJM lr&M loa aeota.oss 

PJM tr&~:~~n~la.& etlt!Qolt. .. t,SE_ 

PJM Tr•nw los• oec)b·t.SE 

PJM IR'l"" lo.a therge.OSS 

RTO Fo!.!'M~ Coat Reawtry 

PJM ~Mion Co'll RIC411 

PJM Ptl~M to ~tnt"Ttans Svc 

PJM n.,.,. G.wlcu Adfnm R~ 

P.JM Netwofk:fnteg-y, .. "' Svc: 

ott! a.~ R.v Ttw~a Non AMI 

PJM Powf"ac C•• A.-.' "1'iat CIJ.NA 

PJMNrTSIC""'"""~ Cu.NA!f 
P JM TO S.N Aw-Wiia CUI ·toWf 

NonAIJV PJM Tra(la ~ncmt-Rev 

NAil P.llo\ RI£P Rw 101 ~R 
PROVtSION RlO RfN' V«'ttaCo.HAI 

PIIO'<ISION RTO Rw · No""" 
RIYIMUI • l'ranlmllllon-*'onAIJIIIatad 

~ven•- Tra,.rntaalon 
S..te.fotR.-•• Anoc:Cos 
StlfotRII · Fut. Rev -~ 

SMI lot Rft,AI P~ En~gv 

ReVIll,.· Reni&.AIIIMetad 
S.-.1orRes••·~ 
Slltt fo1 QI!'!We-B*a-~t hln 

s-. fat Aeaat..Sot*tKII P\lrc!h 
'NM.VM~ Att\ fwtf Rtw 

$a.!eWtftlle .. NA· Fu.t Rev 

Wl'l•~t»~t18•e RD'I 
PY..W-T,ctfla Trtnt &~onAuclc 

Ana !"'at Spark Gn . Rtaxz.eo 

Fi"a.ltdM Elec:mc. Raekuld 

PJM En~t~gy s.ru MNIJII 

Pa,ge I 

Kontucky P"""'r Kentucky p....,., Kentucky p....,., Kontucky P"""'r 
lnt Conaol comp1ny - Company - Genonllon Company -

Dlatrtbutlon Trantunllllon 
GLSI015 110 117 110 

Actual Actual Actual Actull 

VTDJun 2014 VTDJun2014 VTDJun%014 VTDJun2014 

65.869,484 66.077.904 (208,420) 0 
27,709,096 27,867,963 (158,867) 0 
40,376,332 40,376,332. 0 0 

133,t54,112 134,322, "' (367,217) 
38,840,770 38,814,513 26,257 0 

7,261 ,156 7,174.244 86,912 0 
7.262,597 7 ,242.798 111799 0 

22,090,529 22,090,529 0 0 
75,4U,052 75,322,015 UU17 

31936,026 31 ,799,317 13~708 0 
15.~56.083 15,318,905 137,158 0 
46,153,913 46,153,913 0 0 
13,541,002 $3,%72,135 273,117 
t3.~,002 13,272,131 273,117 

738.459 731,215 7,244 0 
161,855 161855 0 0 
!100,314 113,0?0 7,244 

303,151,210 303,10t,4., «1,1t1 
0 0 0 17,712122 

5,927,747 0 0 18.1ooan 
0 0 0 283,818 

(5,910,528) 0 (18,063,653) 0 
0 0 (283.818} 0 

54.482 0 0 162,702 
(54.328) 0 (162,548) 0 

11 .864,598) 0 (1 ,884,598) 0 
'2.722,731 0 0 2 .722,731 
1,075,105 (20,114,117) 31,112,245 

(11 ,695) 0 (376,573) 364,878 
1,363 ,306 0 1,363,306 0 

111,253,792) 0 (11,253,792) 0 
1,743,143 0 1,743,143 0 

110,698,353) 0 (1 0,698 353) 0 
1 ,~3 0 (71,26&) 72,611 

40J24 0 (44,3411 84,465 
356.403 0 356,403 0 
134,335 0 0 134,335 

7.252,867 0 0 7,252,867 
30,671 0 0 30,671 
3,748 0 0 3,748 

1,346,911 0 0 1,346,911 
20,261 0 0 20,261 

187,667 0 0 187,867 
12,107 0 0 12,107 

204,403 0 0 204.~03 
1,108,591 0 0 1,108,591 

(1,177,151) (11,111,474) 10,103,115 
(7,102,453) (39, 171,091) 41,715,760 

(262) 0 (262) 0 
262 0 262 0 

5,479,520 0 5,479.S20 0 
5,471,620 5,47t,520 

2,725 0 2,725 0 
9 .092,354 0 9,092.354 0 
(9,951,305) 0 (9,951,305) 0 
1,437,695 0 1,437,695 0 

151,564 0 151,564 0 
2,531 ,680 0 2,53\,680 0 

(64) 0 (64) 0 
23,040 0 23,040 0 

2.366,550 0 2.366,550 0 
88,507,869 0 88,507,869 0 

H·IGL~MK Team\RegulatOI}' & GIM!mmental Roports\Ken1oclty PaN,.. Monthly Report KPSC\2014\2014 06 June\2014_6 GLS8016.Jds 
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American Electric Power 
Paga2 

INCOME STATEMENT Kentucl!y Power K•ntucl!y Power Kentucl!y Power Kentucl!y POWIIr 
lnl Coneol Company· Company- GeneraUon Company-

GLSI011 Dlllrlbutlon Tnlnellllaalon 
YTD Jun 2!114 GLSI011 110 117 110 
07.aol2a14 11.15 Actual Actual ActUal Actual 

Uyo>UI: <JI.UOII 
OQ8V'2Qt4oQS..30 Aa::DU~ CT SEC 8il.al,... U'nlla: R£0i YTDJunZD14 YTD Jun 2!114 YTDJunl014 YTDJunl014 

AA10003 PJM IJ'I'!Ciflol Cang~t~I'I..!..SE. (17,093,078) 0 (17,093,078) 0 
44700Gd P iM ()per A ... Ne Reo.-OSS (2,770.504) 0 (2.770.504) 0 
• 470099 Col'Picty 0 Ned Safn 261 ,146 0 281,146 0 
4oil70100 PJM FTR R .. tnu.OSS 622,050 0 622,050 0 
4470101 PJM nR Rwenu•lSE 7,685,089 0 7,685.089 0 
._70103 PJ M EI'MIICI)' Saln (.osi 94,719,927 0 94,719 927 0 
4470106 PJM PGIPt ltant Puu:h-NonM (27) 0 (2n 0 
AA10101 P JM NtTS Pu'Ch·N"C""" 19.229 0 19,229 0 
447010t PJM FTR Rwen~Je.Sptc (52.763) 0 (52,763) 0 
... 701 10 PJM TO Adft'l•n. &p ·NonM 35,073 0 35,073 0 
4470112 Ncu> TO-., &ooi<>UISOI .. oss 4,943 0 4,90 0 
44701iS PJM Mtrttt C«fec:lloi\.StOSS (10,230) 0 (10.230) 0 
.... 10118 PJM~ .. w-Corr«:~~o~ 40,~5 0 40,545 0 
A41012A PJ!o1 1n .. -Si>ot•OSS 1 0 1 0 
4470126 PJM tnalfMn&li 'Imp conoo-oss (24,345,469) 0 (2A.34SA69) 0 
A-470141 PJM COf'o\tlld Net: Cluorge CIM!t: (14) 0 (14) 0 
447014) An....., Hodge Ruolud (283,399) 0 (283 399) 0 
A4701A4 R....._s""""~~"'"Si" 69 0 69 0 
4470155 OSS Pbplc:al M-.1111" Rta;au 175 0 175 0 
4470156 OSS Optim Marg,n Redan (175) (175) 0 
••70186 h'll".l"l A:ttt SW.fJI•F'O'!Wt (9,493) 0 (9493) 0 
A470110 Non.E.CA: Aut"ton Sal«s··OSS 1,405,218 0 1.A05.~10 0 
"7Qt'74 PJMV.Wse FTRAtv · OSS 81 0 81 0 
44701'75 OSS Sl'llllr'!CJ Rtdhs • Rtt'tall 206,124 0 206,124 0 
44?01'76 oss- snanne Rl<f..tN·RedUiotlon (206,124) 0 (206,124) 0 
4410180 Tr•~ •ntra.booll. Aed.u (t 1o,no> 0 (1te,no) 0 
•• 70 1&1 A\l~on II"'W'•·baolt Redn.a 119,770 0 119,770 0 
4470202 PJM OpR .. l SE·Cfedil 571 ,690 0 571,690 0 
441'0203 PJM OpR• t..SE.Ct\trQot (4.593671) 0 (4,593,671) 0 
•~oa~ P JM SpMitiO-(IrecM (0) 0 (0) 0 
44702,,. PJM 30m S\~Wf Rt~Nrv• CROSS 28.200 0 28,200 0 
441'0220 PJMA-0<' · 055 105,057 0 105,057 0 
4410221 PJM Spnnlt!Q Rewrvt .. OSS 8,646 0 8,646 0 
4A70222 PJM R~onave-OSS 312,310 0 312,310 0 
4S60050 om £Jtc Rw..CNI Trd Rild G-t (10,423) 0 (10,423) 0 
5550010 J\JM Koo.ay Nt' Pl.llth fERC (21 ,322,!134) 0 (21,322,334) 0 
SS50094 PllrWe .. d Pl1H« • Fuotl 1,305 0 1,305 0 

A R8venue • Raai!WionAIIIIImd 121,411,471 1lt,411.47t 

" Revenue - R8aa!HIMJ!zed 

" R8venue - Renle-Riok Mgmt MTM 

" R8..,.,. - R8 .. ltt-Riak Mgmt AC11vltlla 
Rev•nue • Salea ror Raul• t34,170,t9t 134,170,tlt 

«1001t .Sale tc• R~.Atf.Trflt PriCe 0 0 226,094,993 0 
45-tOOOI Rel'iflom Bect.Pro.,.-ny .. Jd 130,374 388,691 0 0 
4560001 OCh £il,d Re¥ • MB~t.o 4,908 0 4,906 0 

• R8ven&a - Other a..AIIIIIla\lld 135,280 381,U1 22&,0H,I9t 
4500000 Fartai .. d OltCOijf\b 2,038,7~2 2,038,742 0 0 
451000\ M1$C: Sttvl~ Reo~ Hona. 184.991 178.213 0 6.na 
4540001 R- From Elect Ptooe"V'NAC 60864 1,200 56,989 2 ,675 
4$4000$ Ft11nt ffom EJ•c: Pi011>POit Air~ 2.233,400 ~~33,400 0 0 
A560<>01 Olh Elftt Rw ... OSM PfOVt.m 2,988,757 2,986,757 0 0 

R ... nue • Olher EJe.MonAI!Illlatwd 7,104,71i4 7,438,312 S&,tlt , ,453 
R8 .. nue-Gu 

~11~ Cornp ~..ow Gltn"a '11011 IV 902 383 0 383 0 
4118004 CDPlP ~ G•,.-Ann NO. 8,533 0 8,533 0 

Galnl(l..oaal on Allo....ncn '·'" 1,111 
~ Re .. nue -Other El~onAIIIII-d 7,513,170 7,431,31% 15,905 t,453 

Revenue - other Opr Eleotl1c 7,&411,150 7,127,003 221,115,803 t,-453 
0 R8venuo Merchandla lng A Connct Work 
c R8..,ue1 Non.UIIIIIy Operallone - Allllloted 
0 R8venuee Non.utlllly Operallone- NonAmlla 

R8venuea from Non-U1ftlty Openllone 
c No.w:lperaUng Rental Income- Allllllted 

4 1eo<I01 Han-<>p.tldtlg Rtnllll fnc:ome 16,600 16000 600 0 
f11K100l N.,..O..ttna R""' lnc-M""'I (16) 0 (16) 0 

••aooos I<Of>()jlf114r<Q R...,lnc.O.,. (3,335) 0 0 (3,335) 
0 I'ICIIM)pe,.Ung Rental Income- NonAITIIIIIAtd 13,2.50 11,000 514 (3,331) 

Non.Ope,.llna R8ntallncacne 13,2.10 16,000 &84 (3,33&) 

Page2ot9 H:IGL~MK Te•miRegulalol)' & Govemmental Reports\Kan1Ucl<y Power Monthly Raporl KPSC\201.12014 06' Juoa\201 t_6 GLS8016)ds 
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American ElectriC Po-r 
INCOME STATEMENT 

GL$8011 
YT0Jun:Z014 
07~11201A111>15 

Lorwaot OIMOII 
Ofi8 V20t.-30 CT ae:c au .. ,... Unrta: RE.OIONAL_ 

c Non~rat11111 Mlac lt~come -AI!llllted 

4210007 Ml~eHon.-Oplnc-•NonAK ~ an 

o No...Oparatlng Mite '"""""' • NonAIYIIIIlted 
Non-Oparetlng Ml•c Income 

4540004 Refit f1nm .Bed Ptcp-AB~ 

•seoots Othct a.ctnc RI'Vanun . ABO 

(210031 

4210012 

~010000 

!.010001 

SOIO<lO'l 
5010013 

S010019 

50100'11 
5010028 

SOl ODDS 

S010CI29 

5090000 
SOIIOCOI 
50110005 

5010002 
502000l 

5020004 
502QD05 

5172U007 

5550004 

SS!ii)OM 

s>M<m 
S5500?9 

5SSOCI'6 

SS50101 
5550102 

.S5SODOO 

5550001 
55500)2 

5551103G 

o Auaclated Bualneaa Devalapmtnt Income 
Revenue - 0111et Opr • Other 

~ .,...,o: -nu..oth Opr-ofh A" 
"(OJ l!lemo: Rewnu..oth Opr..oth Nan 

Revenue - Other Operating 
A Provlalan for Rftt RefUnd - HanAiftllated 
8 PI'OIIIalan lor Rallt RafUftd • Allllllted 

Pnwlalan far Rftt Ratund 
Pwr s.an Outtlldlt S'flelemtry 

Pwr.t ~n:n Out~fd• Sole. Tamtry 

A Revenue· P-r SaiH 
TOTAL OPERAllHG REVENUES 

M"'"a: GITID Re .. nue 
Memo: Other AJMIIIfKJ Re .. nue 
Memo: Revenue-Oih Opr<Jih AJf 

lhma: Re1111nue,.Oih <Jih Non 
lllema: TaW O,eraftr1vl'lllvwtluu 

Memo: Allillalltd RftiiWnue 
Memo: Non-AIIfll'ated Re""nue 

fVIt 
FVtCCOI\tU!Md 

FUEL EXPErJSES 

F\ll!t • PnKIJ16 UNoiid & f11Mf1 

Fvll Slii'Vtoy Ac1Ntly 

Fud:OICora~Cf 
Gy~um nanclti'~al a.ts 

Gr~Wfl s-. Ploc...ct. 

Full &pen .. Talal 
F1Jif . Qtf61Utd 

Detwmtd Fual Ellpenae 
OVer Under Fuel &pena• 

Full far Eleclrte Generation 
G1paum~•c 

Fuel tram Alll!lallta tar Elactrlc GeneMJan 
.AIOWOQI'I'IU'I"' TiU. IV S02 
Aoawanc:e Cons~~mpoon .. N01' 

""NO. CoM E>p 
All-nC88 • Canaumpllon 

TtOI'Ia &j)*I'IN 

l.ltn .. tont EWPI"'M 
P~tntr~ponte 

LJme Hydfttl [lpetJW 

Emlaelona CanlrOI • Chotmlellla 
Total Fuel lor Eladffc G•nerellan 

Memo: NonA" FueVAI. 
PU!chlud Pawet•Pool C•paatry 

Pwct)ued'PON• • Pool" £1\•rgy 
P\ltth Pwf·NM·Fue:l PottiM<M 
P\tf't" Pow• M toe:o-TmaN P"« 

Put~ PC~W~rr Fu•• Pcrto~~ 

Pwth Powet•Pvol No~FiJfl """ 
Pvf Powee1Pool ~CIIIflolt:).()SS.M 

P urclltud Electricity tram AEP • Alllllallta 
PWchu•ci POWfll 

Pvr'OI,~Nol'llr~~~c 

ou .. CorwlnMOI\-Mor\1 ~·"' 
PJM lnlr.t.-•rt~t Mil R .. ..OSS 

Pa~~t~ 3 

Kentur:llyP..-r Kentur:llyP- K•nluGlcy P..-r Kentucky P-r 
lnt Canaol Company· Company • Generetlon Company· 

Dlttrlbllllan Trenamlaalan 
GL$8011 110 117 110 

Actual Actual Actual Adllal 

YTDJun 2014 YTDJun%014 YTDJun2014 YTDJun 2014 

1.175 354 500 321 
72,457 394 72,063 (I 
7),132 741 72,!13 321 
73,1ll 741 7%,H3 321 
46,300 46.300 0 0 

134,871 120,644 0 14,227 
111,171 115,144 14,227 
268,0$3 113,112 73,141 11,21S 

211,053 11UJ2 73,141 1f.Z13 
7,117,002 1,010,Uf 221,231,151 20,111 

51 .759 0 a 
(5SS) 0 (1 

11 
4311 032 3111201 .. 41101 21 

432,734,674 311.247,1J01 10,812.968 
6;690,305 388,691 311,982,245 

268,053 183.692 73148 11213 
439,693,032 311,120, 184 322,131,1153 49,1J06,4l6 

1,180,305 311,111 2ff,3U,I02 Jl,ti2,24S 
433,002.727 311,431,.4U 110,147,052 10,1Z~111 
4li,IU,D32 311,120,114 322,131,153 41,101,421 

313,401 0 313,401 0 
145,528,554 0 145,528, 554 0 

6 ,645,188 6 ,645,188 0 
(734,602) D (734,602) 0 

3,447.281 0 3 ,447,281 0 
206,244 0 206,244 0 

(388.9111 0 (388,3111 0 
151,017,711 165,017,711 
(19,025,208) 0 (13,025,208) 0 
(13,021,2011 (13,025,201) 

141,t92,147 141,112,647 
87,186 0 87186 0 
17,11& 17,11& 

4,816.168 0 4 816.168 0 
12,837 0 12,837 0 
70,971 0 70,971 0 

4,1,,175 411H,t75 
2 ,795,701 0 2,735,701 0 

182,136 0 182.136 0 
2.016,659 0 2..016,659 0 

44,984 0 44,984 0 
8,396 0 8,396 0 

4,117,177 4,117,177 
111,167,51& 151,117,1&8 
151,110,311 151,110,311 

181,949 0 181,949 0 
676.093 0 676,093 0 

24.673,268 0 24,873.268 0 
0 226,094.993 0 0 

33.445,957 0 33.445.957 0 
168,508 0 168,508 0 
214,985 0 214,965 0 

$1.,310,710 225,094,tt3 51,310,750 
34 0 33 1 

4118131 0 488,131 0 
3,282 0 3.282 0 

(65,551) 0 (65,551 ) 0 
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American Electric Power 
P•ge4 

INCOME STATEMENT Kentucky Pawar Kentucky Power Kentucky P- Kentucky POWitr 
lntConsol Company- Company. Gonorellon Company-

GL$1011 Dlotrlbullon Tren.mloalon 
YTDJunZ014 GL$1011 110 117 110 
07/0&'201411:15 Adual Awol Actual Actual 

010\12014-015-30 
Uwout:O~I 

A<coonl: Ol._ACCT_ SEC 8-u ... : R.EDIOIIIAl & r:< 01, YTDJun 2014 YTDJun2014 YTDJun2014 YTDJun201C 

5~00) PJM l""'"'••...t Mit R .. -LSE (32.7.90) 0 (32,790) 0 
SS500C I PJM ~ .. serv -Sfn< 5464 0 5,464 0 
5S50014 PJM 14t~..Ot!•f0l (11 ,793) 0 (11,793) 0 
~550016 PJM Bltck S'an..c.narg• 6&9,122 0 669,122 0 
~5501)17 PJM 91aelc$att·Cr•tit (7) 0 (7) 0 
5510071 PJM lloQIA ...... Cha<OO 1,470,976 0 1,470,976 0 
5510079 PJM RfOUI.:aon-C,ec't (339.293) 0 (339.293) 0 
SS-SIJMl PJ,_, SPIIf'llf'!O ReseN .. CI'Iatge 1,310,965 0 1,310,965 0 
555006A PJM SpA~ Re•eN•Otdt 1317.478) 0 (317 .476) 0 
5550D9D PJ M JOin S~P$11 RMtv CN!Qe LSE 366 ,553 0 366.553 0 
5550090 PJ~ ~C:I'!bCoi'!Cn.·ECfi·~C:1UI:I" 1,471;,048 0 1,476,048 0 
5550100 C•Po'c:a~Y Purd'IAMS.·Aiolttofl 42.383 0 42.383 0 
5SS0107 C...-oN JJW,c:lll•w. T'.OflQ 83,593 0 83,593 0 

I'UIChalll<l Electricity for RHalo • Non.AmiC.Ied S,1SI,63t 5,119,1ill 1 
Purchoaod Goa for Reaalo • Amllolad 
Purchaood Gu for R11111 • Non.Amllated 

14 5311.31t Tobli Purchoaed POWitr 2.21014 ,., Ml30)tl 1 
GROSS MARGIN 2.23: '" 1147 11725112 105W,170 4SIOCC25 .. . 

SODDDOC Oper SWj:~eN.Ven & ~eHrtQ 1,858.484 0 1.858,184 0 
5000001 Oper Slipu & £n;-RA TA-AIQ ~0.482 0 40.482 0 
5020000 &can~ Elr:stnlft 1,248.713 0 1.2~8,713 0 
5050000 Elec:tnc &pinsf!. 293,210 0 293,210 0 
SC6DDDO Mit~ Stearn Porte( Etpen~et 3,9154,688 0 3,964,688 0 - Mise St••m PIM't.t ~p-Naoc 29,860 0 29,860 0 
5060003 j:lt:matJIII Cosl EkPIM• • Stt~rn 177,750) 0 (77750) 0 
S060D04 N$" S.t~...,.nt Es!HM• (1 ,427) 0 (1,427) 0 
5000025 M-tc SW P'M' e., EtwtranmWIWI (11) 0 (11 ) 0 

Slalm Generation Op Eap 

IJ 
7,lii,02t 7,351,0%1 

Nuclear Gonet~~tlon Op Eap 
Hydro Genantton Op Eap 

5560DDD Sp Conuol 4lood """*""""" 21>4.272 (20) 264,243 49 
SS7DCOD Oth.,£ilptMtt 

II 
876,212 173 875.994 45 

M7DOIJ7 ot~··""' EJp . ............ R£Co 11 ,866 11,866 0 0 
5'157000 PJM-.MAM&Se. OM 285.517 0 285.517 0 
5157001 PJM Aclm•,..MAM&SG. lnl•m•t 385,509 0 385,509 (0) 

Other G.anemlon Op Eap 1,123,371 12,015 1,111,213 •• - O~SIIPtMIIon & En"""MQ 527,352 1413 2,585 523,354 
50tiDOD J.ood D!>Oil<:h • RdNIWi" 4,409 0 0 4,>109 
5612000 load Ol•~leh-Mntr&Op Trar.S'p 4~0.712 45 75 440.591 
5614000 PJM ...,.,..ssc&os.oss 254,222 0 254,222 0 
561tD01 PJM -.ssc&D~n,.,n>l 345,544 0 345,544 0 
561M:Kt7 RTOArJmt.n.O•tOWitlSE 3,874 0 3,539 335 
5014001 PJM-Oe!-OSS 2,417 0 2,417 0 
se;,sooo Re!IAiliMV1Pif'!QAS44\ Develop 52.268 4,145 6.444 .41 ,878 
661&000 PJM Acftlln RP&SOS.OSS 65,693 0 65,693 0 
561eDDt PJM~RP.&SDS.InMtfl<ll 87,713 0 87,713 0 
~OOI Sta111011~sn_..~._ 159,635 0 0 159,635 
SG'lODOD O.lf~ •• ad\Jne &p«nta. ; 90,669 0 0 90,669 
5650002 lt'lntmun 9tc by Olh•~AC 100,633 0 100,633 0 
5150007 l'tln 'Er.eby 0\1\-AI'f·Ttl'! Pl'lee 

I 
0 17,712,122 0 0 

5650012 PJM Tt11M Enl'lantemcnC Cha.ga 1 978,.492 0 1,978,492 0 
515DDI5 PJM ros ... E<P·"" 17,989 0 17,989 0 
50500t6 M.O""rse..- .... ~ .... 1,916,833 0 1,9 16,833 0 
.5650010 Alfll fiJM nan• Enhnte'tl.e,_ £ap 96,851 0 96,851 0 
5650020 PROVISION RTO Aft! &pen .. 1,273.709 0 1,273,709 0 
5660000 M~IC Tl1tltfnul(ln E:l"pi~Mtl 663,779 5,273 7,572 650,934 
S67DODI Rel'lts 4N~~ed: 250 0 0 250 
5670002 A•MAI • AM.ocltt!G 0 0 0 258,317 
571!7002 SPP Mmin.MAM&SC 0 0 0 0 

Tnnamlaalon Op Eap I,Oil,045 17,7%3,000 6,110,312 2,170,172 
~800000 Opet ~Nitlon & Eng~noe.•llnO 396,950 391 ,104 1 739 4,108 
56IODOD Load Do•pol<ll.ng 1,798 1,524 0 274 
58200DO Slatton £)Ptnus 112053 110,315 0 1,738 
5130DOD ~ .. tl ... dl.vt• &pentet 436,740 436,875 (135) (0) 

s.t40000 tJnoti"OUI'Ict lJnt & peMa 49,388 49,216 12.6 46 
664,000 Oper of tr.efgo; Stor•~ EQUip 0 0 0 0 

Paga4ol9 H;IGLUMK T eam\Regulalory & Govemmenlal Reports\Kanlucky Power Monthly Report KPSC\201 412014 OS June\2014 _ 6 GlSBD16.xl~ 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1537 of 1829

Amerlc•n Electric Power 
PageS 

INCOME STATEMENT Kentucky POWBr Kentucky POWBr Kent!lcky Power Kentucky Powwr 
lntConaol Company· Company • Generation Company· 

GLSID11 Olalrlbutlon Tn.namla•lon 
YTO Jun 2014 GLSI011 110 117 110 
07A:IIII201411l'15 Actu.l Actu.l Actual Actual 

"-'OUIOII 
01& \12014.Q6..3D Aocollnt: CT SEC ._&Mu Unb:: •o•o Yltl Jun 2014 Yltl J un 2014 YltJ Jun 2014 Yltl Jun201.4 

5~0 street l.lo~ &. &QNllh'• e 70,824 70.82. 0 0 
$!110000 Meter E»Pintes 407,861 406,412 998 391 

~· CIIS10tft•rlr.Md••a,_ E:rp 78,386 78,386 0 0 
saeoooo Mlll:eltan.eou• Dlstr;b!taoo Exp 1,886,472 1,867,954 4,467 14050 
569000\ R•nts Nvna-uooar.a 864,525 864,525 0 0 
56110002 R•nt• • Altoaalod 34,398 34,398 0 0 

Dlalrlbutfon Op e.p 4 ,3U,U5 4,311,514 7,1!4 20,107 
9010000 5U$JI'I'Y~ ... cus.,mt.r~ 146.801 146,727 54 20 
11010000 MettH Ae~&pltftMS 116 (170) 208 78 
GO<llOO\ Ciitotorner Card R••cfng 325 97 167 61 
!1020002 Met11 Rndll\g • RtgUitl 216.146 216.146 0 0 
IIO:roocll M•t•r ReaGng- lu·gt Pow.. 27,486 27,486 0 0 
,9«)2()004 Read-In & ftt&doOut Meht.- 29,787 29,787 0 0 
81ll0000 Ct,;tt A'«;"CWcll I Cd:tcton Elll> 183.848 180,230 132 3.485 
9010001 CIJI(omet0ft1efl: & l~es 1,256,073 1,255,681 290 102 
00l0002 Manu•IBil:~ 20,651 19,913 5 734 
9030003 ~•g.& • CW~k)mw Slf.- 389,364 389,364 0 0 
9030004 Cathie~ 69,002 68,841 75 86 
0030005 CCIIIHion~F'en&&p 32,444 32.444 0 0 
9030006 Cn~o.t & OUt Cdl•dlot\ Adv1 370,096 370,0~8 36 12 
90l0007 Ooll•ctot• 290,109 290,109 0 0 
9030009 Oai•Pig~ng 82,022 82,010 9 3 
91)40007 Vnc::oll Acds ~ Milt AM*IV•bl• (55,924) (60,648) U25 0 
9050000 MIIC CUitofMI McouMa E.WP" 14,140 1~,140 0 0 
907(1000 S\ipetv!StO" Custcmer S.MU 81 ,097 81 ,097 (0) 0 
9070001 SU~J¥1!NOI' • OSM (11) (4) (4) (3) - c~ ... AMtt.Wtce £uenut 238,570 238.575 (3) (2) 
906000\ OSM-CIAfG.m., AdtiHIY Gfp 862 862 0 0 
906000& CUll Aulllanct E;.p•na.• • OSM 2 ,473.397 2 ,472608 569 220 
9090000 11\fO,IM\Dp&l,..-tfl.l(.'t:~ 52,867 16,044 26806 10017 
9\00000 Mi~eCust s-~n1oltn .... l Ell 17,954 7.441 7,849 2,664 

C11etomer S.rvk:e ancllnronn•aon Op EJ;p f,S37,222 5,171,,27 40,!11 11,477 
auoooo 06moMtralrtQ & w.ng El:p 11 ,547 11 ,547 0 0 
9\;>0003 Demo & Sellt,.g &p- AI•• Ow (321) (321) 0 0 

SaluExpenaea 11,226 11,225 
Memo: Insurance (!240 1250) U7,1!5 %11,210 167,342 92,143 - A~N.Jt..W• & Cen ~~n 4,808,393 2,132.~11 1,987,947 688,()36 

IJ210001 Oft Swpt & &:o • Nonauoa1ted 282,092 160.768 98,854 22,470 
9210003 Ot!!ree SuCIIIfles & &p .-TfJWf 6 6 0 () 

972001)0 Adrtwi!Jttriii:Ve~pTint.t .. o (265.409) (265,409) 0 0 
S12000\ ~E.tpTrnefloCn11:u:toon (210,925) (210,925) 0 0 
rmotl04 AdmmEJ:pTr,..ftoNJ£J (1,627) (623) 0 (1 ,004) 
Q2.10CX\\ 0\lbtO't SYcs E.Jnpt 4 Nonanoe 639516 280,.420 267,169 91,928 
92)1)002 0\lbldoS... Empi · Aoace (D) 0 (0) 0 
92.10003 AEP.SC Bl"Ved to Cbtnl Co (237,896) (87,7421 (107,320) (82.835) 
92AOOOO P1~ ln.,n .. nG• 232,<412 82.609 53.481 96,323 
~~000 I"Nr..-. ctnd Ottn.age$ 572,291 409 019 139,646 23,616 
·~00\ S•lefV DM•r. utd /l.IJrtllna 3 ,120 1,399 1,372 348 
!1250002 E'tnpActdenf Prvf'$~ &p 5,087 3,2.'-4 1 303 550 
92SOO(W ltUUII ... IO Em.Poven 1.075 0 1,075 0 
11250008 W'J-a Cmprav. P!•&Sir 1na PN (203,154) (96,688) (88,653) (1'7,812) 
n50007 p,,~ I-PI1ft&P'cp 0Jn.tQ!f-PUb 65,581 89 65,,(80 12 
OlSOOlO flg l!.nua·~o -Worltttll Ccn-tQ (118,717) (101 ,452) (6,361) (10,9()4) 
9l60000 Employee Pi~M!C.fa & BeneMs 2,360 2,36() 0 0 
9260001 Eat I P«n• Em,a ~•nn 11.662 4.200 4,631 2,631 
9260002 P .... DI'I & ~C~o~ptn• AdnW\ 22,622 11 ,411 10,044 1,187 
!1260003 P~I'I".OI'I Aan 2,505,094 1,146,807 1,2.21 ,485 136,803 - Qfoup Ute fntutal'IC• Pnm&Un'l$ 77,072 31 ,177 40,858 5,036 
11260005 GfCil.lp M.Ccal Irs PlfiNI.rfM 2,534,655 1,267,!156 1,069,224 197,473 
1260006 P~ll1 & .1rf\ll\&to.- 1 0 0 1 
9260007 GtCM.Ip L~T l)util ry lnt P1em 8931 6,327 2 ,209 394 
D;!I!D009 GICk.lp O~tntl& \MVranct Pr•m 142,978 73,130 60, 397 9,450 
D2600fD T1-.mng.t.dmnlllttUOn E•S) 278 115 120 43 
9280012 Em,.gyctAQYQft 1,502 549 436 517 
82J;0014 Ed\UIJQflal A.aMVII'C'c Pl'l'fb. 900 9()0 0 0 
82600~1 ~>o.rr.w~ &•MAts OP£8 (1 ,831.549) (872.322) (837,914) (121 .313) 
9'le0027 Sa"'flD' Ran Conblb.tJant 1,117,583 479,036 567,039 51 .508 
92eODlS O&feucd Comptt\Niton 4325 4.325 0 0 

PageS o!8 H:IGLUMK Team\Regulalo!y & Govommenlal Reparts\KI!ntudty Power Monthly Repott KPSC\2DHI2014 06 June\201 4_6 GLSB016ol<ls 



KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1538 of 1829

American Electric Power 
Page& 

INCOME STATEMENT Ktlntucky Pawer Kentucky Power Kentucky Power Kentucky PCIWilr 
lntConsol Company - Compeny - Gene~don Company -

GLSI011 Dllotributlon TniMnUIIOn 
Yltl Jun Z014 GL$1011 110 117 110 
07,QII'20U118 15 Actual Actual Actual Actllll 

l.AWOut. QL.58)11 

o;iB V20, 4..QIS. )0 --"'- Sf.C aw... untt.: ftEOIO Yltl Jun 2014 Yltl Jun 2014 Yltl Jun 2014 YTDJun2014 

9160037 SupPemtnUd Pci'IMOI'I 120 120 0 0 
9'4~0 SFAS 1 t2 PmM~etovm~nt &tn•r 428.525 0 428,525 0 
9'le0050 fro 819 l.C_,!J.II • PeNJ1an (755,433) (527.471 ) 1178,952) (49,011) 
9260051 Fro Sen Lotdttg - Grp Ins 1894.282) (829.374) (189.275) (75,634) - Frg 811n t.Oictng ~ Savlngt (360,697) (221,245) (109970) (29 482) 
9;16005l ftg Be" l_t:w~dng " O"EB 202,187 161,014 20 446 2.0,727 
lllG0055 lntliCOFIIftgl otfslt- Don't Uu (891 .158) (196.825) (813,027) (81.306) 
0260C57 Paali4118.,.. Mtckattl SUI*d, 308,836 124,595 172,420 11820 
92110050 F1gBett~• A<::t1Vtl (16,106) 9,391 (23.992) (1.505) 
9260060 Amo:rt>Post Rtl ftument S.n~t 108,31D 64,791 35,603 7,916 
11210000 ffanc:tllM R•Q~Fr•menls 70,975 70,975 0 0 
9210000 Re(IIA,..ry Co~M'!~SIOt' E•p 24.917 8,918 10.270 5,728 
t210001 Rc~lfiiY Comft'llUIQft EI.I)<Adm 2 1 1 1 
9200002 Rt~J~.at.oty CotnJntUU)1\ &p.C.- 76.747 15,728 50,978 10,043 
0>01000 Gei'IIIJI Mfe~ E.ipt.ttMS 848 298 362 187 
.9301001 Newsc:s•Pif A611~0 S~ 8 ,843 3,188 3 ,672 1,983 
9301002 A.Oo .!Sl if~On ~crhli'!O li~ 4..430 1,603 1,832 996 
83010\0 Pu~acry 2,235 802 952 481 
8l010t2 Pu~ Qpr'</Cft Surveys 15,608 15,605 0 3 
9301015 Othet COIDCW.tl Comm &0 7'.928 5 ,159 U79 890 
8311'2000 ,_..,,. G..netaf £,afJ;fnw~ 122,671 66,651 31 ,369 2.4,650 
9lG:lOOl CorpOf.ll!l. & FiacaJ E)llenset 19,839 4.041 !4.769 1,029 

·~· 
ReuMtf\ OtYrilop&o.tnonacr Exp 2.974 2 .974 0 0 

Q3~.t58 AEPSC Non Nlliillled bptNe• (0) 0 (0) 0 
fll!OOOI Rentt • Ro l PtoJ*lV 48,312 48.312 0 0 
tll0002 R•"ta .. Pe1tonal ~~ 126.692 83,954 37.010 5,728 

Admlnltdnltlon I. GIM!'II 1,8)3,511 , ,5tl,28& 4,2.117,510 ISt,ltS 
410005 Aeattan &p~n~e 482,632 0 482,632 0 

Accntlon 412,132 412,132 
41115000 G.iln From OapoUion of fltal'lt (2,010) (2.010) 0 0 

l.Dai(GIInl on Utility Plant (%,010) 12,0101 
93<12006 AuoeS.. 0..· "''"""' Sdd 

31,087 31 .087 0 0 
9:moG7 N.oc::B~~o~wn ... O..~l'l'l~tnl&p 65.427 46, 499 5 18,923 

A11octated llu81n ... Development Expenae• 91,514 n..s•• ' 11,823 

Geln on Dlapoeltlon of Proper1)' 
Lon on Dllpo•lllon of Property 

Loa1(Galn) of Sale 11( Propor1)' 

4010001 o,... •• o" &p . Norlauocuttd 30 0 30 0 
-4'265009 f•d«t."d C...t AIR Etp · Nft6 486.527 486,527 0 0 
Cll55010 Fld C...t MI·B14 Dtto>-Mll 929,892 929..892 D 0 

Opr Exp and Facto!'ld AIR 1,31&,441 1,311,411 30 
W...,Hoalan 

4265000 Soaal & SeMce Oub Dun 43.751 15.577 18.886 9.309 
Elpenu of No....UIIIttv Ope~don a ,1s1 15,177 11,151 9,3111 

4210009 Mise N011·0p E-.p • Not\Au4c. 4.784 1.090 9,013 681 
Mile NonOp Elpenlel • NonAa1oc 4,7&4 1,010 3,013 &11 

42111000 OMiiOM 201 ,560 122,151 68.417 10,993 
Donation Contributl- 201,510 12%,161 18,417 10,tU 

C2113001 P•na!Od 62,109 23,921 24,132 14,056 
Prov111on for PenaiUn 12,101 23,111 24,132 14,015 

C26<000 CNIC I P'otteaiAQY\tl" 129,731 47.513 .52.142 30,077 
Civic I. Political Acdvtdes 12t,731 47,113 li2,142 30,077 

C265002 Oa"wt 0e(UQ.Iom • Nonau oc 107 S3 55 20 
4265033 T~"Wo\~ctG 5,267 0 5,267 0 

Other Deductions 5,374 33 l,lU 20 
Shllhlown COlli Companr EIP"""'' 

All Other Operational Ex'ponon 1,143,719 1,101,704 171,tZO IS, US 
()pe!'ltfonal Elp1n ... 38,804,7&8 33,115,148 20,2t7, .. 3 3,212.1114 

!J1CXJOOO Main< S'4Pt I Et~g~nHMD 1,891,516 0 1,891 ,516 0 
51 \0000 M•"""•"u of swa ... ..,. 947,909 0 947,909 0 
5120000 M.ln••n•ne• of eca~. ,...,, 11,015,646 0 9,015.646 0 
5130000 Mamten.nu tA El•ecne A1n1 1,485,221 0 1.485,221 0 
$1~ Mllr~tetllft'e of ~St•a~~J: Pit 797,605 0 797,605 0 

St11m c;.neratlon Mal"'-nce 14,137,.1H 14,137,811 
Nuclear Gener~llon Malntlanance 
Hydto Gen-llon Maintenance 
OU.r GeiWntlon Maintenance 
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American Electric Power Page T 

INCOME STATEMENT Kentucky POMr Kentucky Power KontuckyP- Kentucky POWitr 
lntConsol Company· Company • Generation Company· 

GUI011 Dlntbutlon Tranamlaelon 
YTDJun 2014 GLSI011 110 117 110 
07..wll201.11! 15 Actuel Actual Actual Actuel 

I.")'DIII:GUIC11 
oua \12014-es.>O Aa:o.unl:G CT sec lu.ltn-• Unb: AEGIO YTOJunZ014 YT0Jun2014 YTDJun 2014 YTDJun2014 

5680000 Ma•nl SU911 & EnpneeMg 43,144 18 8 43.117 
5610000 ..... ,..,,Mntf ~ $tr\IQIJJ8 3.439 0 0 3,439 
5691000 Mllll'll of Compu4_, h.tl'diMIII• 10,939 0 (1) 10,940 
569>000 MMI! of Co'"pota' Sc....,t~t 143.551 2.556 0 140.995 
5<193000 Ma~nc of Commurva~Don E"-'•P 7,828 0 It 7828 
5700000 Mliltll ot S!Abai'\ E.-,PI'*'Il 383.069 18.210 0 364,859 
:moooo MaltlttMMCI d CNett\lad lion 808,168 (1 ,786) 55 809,899 
5720000 M•ml 01 UnooelgtCWIId UMI 15 0 0 15 
57JOOOO ~'"t of .. K Ttr&nlUI!O~ PM. 137,063 0 0 1.37,063 

Trenamlulon Matnlenenco 1 ,637,215 11,,, 12 1,51 8,153 
SIIOCOOO Mlllnl SIJ~ & EnpMenng 1.575 1.585 (1) (g) 
s~.uoooo Mll"'•f'!•t)lte al Svud.~• 6 ,908 8,3<46 0 562 
!020000 MIWII cf St.a'*' ECM:!meM 328,420 326.824 21 1,574 
5!30000 MWIIeN"'* r# Otatntld l..tftH 18.747.320 16.744.208 2.583 529 
~9)0001 tlte • nd Br~h Control 172,873 172,873 0 0 
S9:WOOB Malnt Orh linn Scun Eip-(M)nd 1,292 1,l92 0 0 
.$9l()(l10 S.otm EJIPO.nN Amortaatot~ 2,3<49,222 2,3.49.222 0 0 
5940000 M111n1 of UnotrQicmd 1.-*t 41 ,928 41.928 0 0 
~95DOO<I MamlollMT~~dOttt 32.369 32,369 0 0 
59eOOOO Matnc Cf Stn Lgh(ng I Sgnlll S 31 ,462 31 ,462 0 0 
!>870000 Ma1nte~e ot ~Hte'!• 39,303 37,S70 1.733 
50110000 lthtnt of Mite OillirtbUiton Pit 103.068 102,558 0 510 

Dlatrlbutlon MalnlloOWice 11,155,741 11,1141,231 2,5G4 4,100 
9:150000 Ma~n'tnJJIC• Dl Ge~e1111 P(int 179 0 0 179 
050001 Mi111nt of .SIIUtWn • Ofwned 141,985 139,911 (130) 2,183 
935C002 Mafn4 of Sliruc1ura • LMMd 25.774 24,109 1,078 588 
9JSOOO) W.tN cf Prprty Held Flu! I Uu 451 (1) 454 (1 ) 
IY.ISOOOO &Mii\1 of Cltlltt Eq\npMnf 13 13 0 0 
9150012 MA~nl o1' 04\1 E~!cnntnt 348 0 346 0 
9>50013 M11nc of Cmmi'IC8ian £,ct.i.l'nall 363,908 336,462 27,446 0 
0350015 MWtt • Oflllce Fun\llb.uw I Eq 301 ,862 144.272 157.591 0 
8350016 MllntiMIKt of \lrdeo Equ~pment 120 120 0 0 
91500,9 Millt!\t of Gen Plan!·SCAOA (qu 222 219 2 0 
935002! Sf!t Co!TWnUfiiAlons &tr¥iCin 288 0 286 0 
IUSOD24 Ma~~nt ot OA-AMI Comm E.q.Ap 59 59 0 0 

Mmlnlalntlon & General Maintenance U6,11S US, 1M 187,CJ73 2,847 
All OUier Maintenance E.Jrpenou 

MalniBnanco E.Jrp•- 35,:MI,Ol7 20,512,401 14,327,135 t,i%1,000 
Total Operational and M•lnton•n•• E.Jrpen ... 7$,170,105 53,727,141 34,125,489 4,711,104 

<040001 Nnon. ot Pt1,.. 1,729,912 765,721 672,473 291 717 
40110001 Ar.lotl of A t Ac;q Ac\ 19,308 0 0 19.306 

DCA Amorllullon 1,741,2:20 7&5,121 672,473 311,026 
4073000 Rtp.lato"f OfDtlt 1-14,54·3 0 0 144,543 

DCA Rogule1ory Debita 144,143 144,643 
DCA llagul.tory Cre-

AmortiDtfon 1,193,7i3 716,721 172.473 466,5" 
•. I!JililD1 0tPt.c:t80f\£;cp 4 4,418.056 12.858,478 27,428 ,385 4.331 ,194 

DDA Depreciation 44,411,051 12,&SI,471 21,42JI,315 4,331 ,114 
DCA STP Nuclear Dlcornmt .. tonlng 

-1031001 Oopr . Aa.aal Reiu•m•Mt C*lg 243,039 0 243,039 0 
DCA Aeut llelkament Obligation 243,039 243.031 
DCA Removal Coota 

Depreciation 44,111,094 12,851,471 27,&71,4%3 4 ,331,114 
Depre~lltUon and Amortization 48,154,151 13,424,111 1.1,343,1!& 4 ,711,162 

FntnchlaeTun 
401100013 Sla1e G1~ R~ T•:.t {5,942) 1 (5.943) 0 
tOfiiDOelC Sta4e Groa ReCI!!Ipil's Tu 30.223 0 30223 0 

Revenue.lcWhr Texn 24,211 1 24,210 
~Oil002 FICA 2.048;798 883,3<49 1.069.086 98,361 
• ostOO'J Ffldttlll UnM~Jlloymal'lllo 18,231 7.919 9.340 972 
4011007 stale lht~oymtnt lu 58,158 19,900 35,859 2,399 
4081033 FMg~~Se.,.!'it lCiil~ • FtCA (~8.915) (395,952) (198,729) (5-4.23.4) 
0061030 Fr.nge Den.ef!t La.~"'· FLIT (4,8 19) (2,732) (1,612) (2751 
tCI1035 F nt~Qa B•Mffl LJuodlnQ • StJT (12.on) (5.881 ) (5,580) (616) 

PayroHTu .. 1,481,674 411,&02 t30,3&3 -14,10!1 
4011Q2:014 s~ au..n"• O«up ,, .. ,. 1,988,285 0 1,988,285 0 

CepecllyT .. n 1,181,2JI& 1,11&,215 
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•06107910 

40&1021113 
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408101813 

40l110l&14 

110&200513 
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406101900 

.4C8l01912 
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408101914 
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4190001 
419000S 

4210039 

419UJOO • 

4270002 

000001 

4770006 

4270012 

C27D005 

ClCOOOl 

010007 

~-
•ntooc 

INCOME STATEMENT 

l..lylo.-t:Ol.Sm'\1 

- -"'-JJCCT SEC B• oi- Liob;Af.GIOIIAL..._'I..CCil!o 

R•• & PetiONI PtoD*f'IY Tun 
Rell f1tl'10n)l Pcopeny TMts 

Rell Pa:t,mll Plo~ T .. u 
A t ill P•u~W Pcopen) lues 
ReaJ.:Pen PtopT•-Capten n 

Rul~•• Ptop fM·CiP l._eu• 
Re .. ·Peta Prop Ta..C':ap L•un 

fl•ll PtopT .. -CitpU•u 

R .. l Prop l .u-Ctp l eiaH 
Real P~mcnal P1opmy reau 

Properly Tuea 
StP\iti~CammTar..F.,.. 

Regulatory Fa .. 
Fttdlt&IEJ:o .. Tun 

Produdfon Tana 
St ltc.RQitrton lU;•Ftet 

~,. s• •nd u .. r.~ .. 
St.ttt S.la •l'ld u .. r ...... 

Stalle Sttts Jtld Ul t TU:H 

Sta&t S*n •i'l-d UN Tal .. 

Muntc~p.)ll.;un .. F .. • 

Miacallaneoua Tl.lu 
OtherNot'Hncome 1Uaa 

Taxu Other Than Income Ta•• 
TOTAL OPERATING EXPEHSU 

Memo: SEC TOia/ Operating Expenses 

OPERA11NG INCOME 

'JOtJ OPERAT i tJG ltJ C0/.1E liEXPENSESI 

lnt &DMdtndtM---Non.....oe 

lnteNat & DMdend NonAIIIIIatlld 
IM•Itttlnc. "'AII OC Nan C:SP 

C'lltfRil~• ~ Auae CSP 

1nteNat & Dividend Amllatad 
Total lnte,..t & Dividend Income 

Ca~ryif\g CtiWOft 

lnte,..t & Dhldand Clrrylng Chllrge 

Memo; Total lntefflst 4 /JMdend Income wl ca 
NIW OCh Ff\41 U.d Orng Chill 

AFUDC 
Gain on Dlepoalllon of Equity lnve-nto 

lnlereat L TO FMB 
1n1 on lJD • 1n~r.t P\11' cono-

lntereat l TO IPC 
ll\'letnl EJ'p • Aucc Non-OBP 

lntereat l TO Notaa "-lflble • Amllated 
lntereat l TO Notaa "-lflble • NonAmlletad 
lntereat LTD Debenture• 

Hrt on l TD~ S•n Ul'\liec Notn 
lntereot LTD Senior Unoocured 

PGRB tnttt•_t E•p.Ntoc 
ltlleroot L TO Other • Aim 

lm 011 LTD- 00torl1'0 
lntereat L TO Olhtr • NonAIIII 

lnteroet on LAinO· Tenn Debt 
lnl to ~oo Co • CBP 

-rwatSTD·Aifll 
t...nn0f0•41 

lntereet STD • No nAIIII 
lnterw1t o n Shott Tenn Debt 

....,.. o.-&~>sn y.,., No!• 

A molt of Debt Dlac. Prem & bp 
A1tvu lotio Rc:qW~ted Oeti.Obnl 

Amott to .. on Reacquired Debt 
Amort Gain on Reacquired Debt 

I 

,I 

Page& 

Kel'llllckyP- Kel'llllckyPower Kel'llllckyP..-r Kenlllcky Power 
lntConaal Company- Compapy • GeMrallon Company-

Dlll1rlbU11on Trensmloolon 
Gt.$1011 110 117 110 

Actual Actual Actual Acllnll 

'('11)Jun2014 Y'TD Jlln 2014 Y'TD Jun 2014 '('11)Jun.2014 

3975 3.907 0 69 
131 131 0 0 

1.,587.617 112.328 1.447,805 27,484 
5 ,115,620 2.996.622 451.058 1,667,9-40 

12 12 0 0 
1,038 790 sa 180 

10,746 8 ,11 2 624 2;010 
(1.473) (1,473) 0 0 
12,750 12.750 0 0 
28,302 4 ,836 0 23,466 

1,761,711 3,131,014 1,att.sn t,n1,14t 
473,122 473,122 0 0 
473,122 A7J,t22 

986 0 986 0 

'" 911 
200 200 0 0 

(342,470) (156,655) 1178,775) (7,040) 
218,039 89,065 119,078 9,896 

1,295 1,295 0 0 
8,515 11,515 0 0 

300 300 0 0 
(114,1211 (57,Z11) (51,187) 2.166 
(tt3,t34) (57,271) (51,711) 2,151 

tOSIOU& 4040;..u • 711173 1711113 
tU,Jtl 501 711_~211 17751111 11.34l 410 
34&,114,413 117,217,2.12 214,2.4S,152 11,343;411 

t017U31 1413Ut2 3711 701 31M1.UI 

22.745 9.044 11.263 2.438 
22,745 1,044 11,2t3 2.431 
14,193 1'1,193 (1 0 
11 ,446 3,021 (26,807) 37,232 
25,131 1'1',214 (2t,aon 37.Z32 
41,314 21,251 (17,144) 31,170 
31 ,720 0 0 31,720 
31,720 31,720 

10,104 21,111 (17,544) 71,310 
2, 716,016 230,631 1,709,809 n5,576 
2,71&,011 230,531 1,701,101 17C,&7& 

801 801 0 0 
101 101 

525,000 204,805 160,889 159.306 
525,000 204,105 1&0,111 1n ,3o1 

16.999,353 6 .631,533 5,209,537 5,158,284 
1i,tH,U3 &,131,533 1,201,537 &,151,21.& 

14,193 14,193 0 0 
14,113 14,1!3 

1.446,875 1.453,472 (6,597} 0 
1,441,171 1,453,472. (l,st7) 

11,tii,Z23 l,l04,104 6,3S3,12S 5,317,510 
28,026 4,289 169.411 (145,673) 
21,021 4,211 161;411 (141,173) 

379,608 154,745 169,606 35,257 
371,101 114,745 111,106 35,157 
407,131 1 69,034 351,017 (110,411) 
235,593 91 ,906 72.199 71,488 
235,513 tt ,IOI 72,111 71,4&1 

16,824 6,563 5,156 5,105 
15,12.4 5,113 1,1A 5,105 
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American Elecltfc Power 

I 
INCOME STATEMENT Kenluc!IY Power KentuciiY P..-r Kentucky POMr Kentucky Power 

lntCo•ol Company- Company - Generation Compeny-
GLSI015 DlaCrlbuUon Tran•l!'lnlon 
YTD Jun 2014 GL$1011 110 117 110 

P•ge9 

07101Q:01411. 15 Actual Actual Actual Actual 

~~·· ' ~·ill. 0116Y2Jitc.<l6-l0 -GI.._AC!:T_SI!C a.-UnJto: R£GIO""' YTD Jun 2014 YTD Jun 21114 YTD Jun 2014 YTDJun 2014 

Oilier lnterelt - Fuel Recovery . 
4310001 au., ,,.'""·'~· 68,244 20.,228 41 ,494 6 ,522 
~310002 '"'.,."'on C~Atomef tt•pow H ,259 14,259 0 0 
01~ ll'!tetetl8:5*fWe • Ste1e T• 2,203 1 ,098 1,052 53 

Oilier lntarelt - Noi\AIIII 14,70& 35,585 41,546 1,671 
other lnlllreat ExpenM ·Ami II . -
lnlllreat flit. Hedge UnreaiLI:Iod (Galn)lloaa . 

·~ Allw&I'Md Fna~ u .. o CNar..Cr II ( 1.389.378) (114,308) (879,754) (395.317) 
AFUDC-8~d Funds (1,311,371) ('14,301) (171,714) (315,317) 

Totallntlt....t Cfu!1118• 11341 &03 1413115 4 1&2"12 4 IU,026 
INCOME BEFORE INCOME TAXES and EQUilY EARNINGS 71,333 067 I 301.117 34,111 S74 34,414,01 

4081001 lncorN Taxeos. t.JCM • F•~ 25,140.436 J,37a,sn 12,039.188 9 ,724,571 
40!Q1)0t U\CT~. OU\ ldO.D-F.ow• (299,868) (215,511) (51 ,459) (32,898) 

FedeTal current Income T .. 24.140,511 3,151,111 11,187,721 t,&t1,C73 
•U01001 P,cv Oet Iff llllt Op ll'lt-F'eel 25,128,423 2,665,965 20,521,681 1,940778 

··~· 
Pto-o Od Iff Ott'! t&O FeaerJI 308,314 187,627 85.594 35,093 

• \11001 PN D•f llf·Cr Ulil O,.lnc·F' .. (26,661 ,255) (3 ,899,948) (22,010,167) (751,140) 
4l12001 PN O.fln·CrOIIl l&o-Ffd (40,885) 0 ,40,885) 0 

Fedtnll Deferred ln~me T .. (1,215,403) (1,041,351) t1,443,m) 1,224,731 
41 1<40CH lTC Mj, W.l)l o,.., • F'•cl (48,019) (7,560) (11,5561 (28903) 

Federelln~oltmentTu Ctedlta (41,011) (7,1101 (11,1&6) (21,103) 
Focleral lnc:ome Tax• 2),527,141 2,107,241 10,532,3H 10,117,501 

f0910021f Income Tu., UOI · St.tie 4.357,360 234,441 2 ,429,511 1.693.A09 
<ICMI2002U IMC Till 0.1'1 Inc o.d " St*• (52,048) (37,406) (8,932) (5,710) 

St.t. Current Income Tu 4,305,112 197,035 2,420,57! 1,&17,511 
411l002 PN o.f Iff ·Or WOpinc-Siott• (305,760) 0 (305,760) 0 

Stalll Deferred lncomo Tax (30&,710) - (305,780) . 
Stat. lmreetment Tax Credlla . . - . 

Stat. Income Tlxn I• 3,,S,U2 117,035 2,114,111 1,&a7,na 
Local Current Income Tu . . . 
Local O.,.,._d IJM:ome Tax - . . -
LOAIInv81-..l Tu Credlia II . . . . 

Local Income T .... . - - . 
Foreign Current Income Tax - . . 
Foreign Defenwd Income Tu - . . -
Foreign lilv8ltment Tax Credlta . . . 

Foreign Income Taa .. . - . 
TOilallncome Tax• 27,521,118 2 ,304,284 12.547,215 12,675,191 
E4Uity Eamlnp of Subo . . . . 
INCOME AFTER INCOME TAXES ancl EQUITY EARNINGS 47.806.UI 4001 113 21114 7U 21 131117 

Dlacontlm&ed Operalfona (Not of Ta•••l - . . -
Cumulative Elfec:t of Ac"ountfn; Chanpo - . . 
ExtnordlniiY lneome /le-1811 - - . . 
NET INCOME 4710830 4001113 211&.4 711 21131S87 

Minority lnllll'lll I . . - . 
P..,.nwcl Stocll Dividend Sube . . . . 

Eernlnp to Common S,.lllloldera 47 ID&,lH 4001 ,,, 21114,70 %1831 fl7 

NET INCOME (LOSS) NODE before PS !I 47.806.351 4,001,113 21,154,751 21,131,117 
00\lble CMcll on Hilt ~ffl• NDdlt *' PS (0) 0 0 

I 

Page9of9 
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AMERICAN ELECTRIC POWER COMPANY Page10 

BALANCE SHEET Kentuck~ Power Kentucky Po-r Kentucky Power Kenttlcky Power 
GLS8216' lntConaol Company- Company - Generation Compan-y-
YTDJun 2014 GLS121& 110 117 180 
G7.QW3114 14-:57 

&...yald : otaUtl 

088 V2014-0&- - ol,)lccr_oa: ........ Uflft: REGIOMA&..A.._COU YTDJun 2014 YTDJun2014 YTOJun 2014 YTDJun 2014 

Cash and Cash Equlvalants 828,240 121,l40 0 0 
Other Cuh Dapoalls 0 0 0 0 

Customers 20.289,597 6,364,316 11,850,633 2,074,648 
Accruect Unb!Ued Revenues II 9,678 (361,3891 391,067 0 
Miscellaneous Accounts Receivable 28,533,609 21.611 ,315 176,020,578 11 ,270,3&4 
Allowances for UncoKec:tible Accounts ~26,54 11 116,914\ 111.6281 0 

Accounts Ra<:elvable 41,104,343 27,577,329 188,250,651 13,345,012 
Advancu to Afflllatas 49,347,801 69,742,313 (146,832,906) 126,431,3114 
Fuel, Mate11als and Suppllaa II 63,441,516 2,333,712 60,205,411 902,393 
Rlalt Management Contracts -Currant 5,388,954 (310) 5,319,2~ 0 
Margin Depo1lts 820,506 32,226 781,280 0 
Unracowred Fuel -Currant 10,174,570 0 10,174,570 0 
Oth.,. Current Regulatory Auets 0 0 0 0 
Praj)lymants and Other Currant Assets 2 641724 2 413 671 194971 38 074 

TOTAL CURRENT ASSETS 111,452,723 102,827,1&1 118,170,318 140,723,873 

Electric Production 1,137,929,576 751,3811,,34& 1,601,5&5,474 509,259,972 
Electric Transmission 512,825,105 0 0 0 
Electric Distribution 708,035,506 0 0 0 
General Property, Plant and Equipment 511,154,041 1911,571 4,169,316 1,160,479 
Construction Work-ln.-Progress 93,023,178 15,702,428 35,899,758 41,420,99!,1 

TOTAL PROPERTY, PlANT and EQUIPMENT 2,!140,787,405 767,2111,344 1,641,634,618 551,841,443 
tua: Accumulated Depreciation and Amortization {982,243,236} [241 ,487 ,742) !570 574 287) [170 181.206 

NET PROPERTY, PLANT and EQUIPMENT 1,171,1124,170 525,803,602 1,071,060,331 381,660,237 
Nat Regulatory Aaaets I 213,918,813 101,946,424 56,37&,&11 55,665,778 
Securlt12ed Transition Assets and Other 0 0 0 0 
Spent N'uclear Fuel and Oecommlaslonlng Truats 0 0 0 0 
lnvemnentaln Power and DlatrtbuUon Projecta 0 0 0 0 
Goodwill 0 0 0 0 
Long-Term Rlak Management Asaats I• 1,6311,523 f19) 1,631,602 0 
Employee Benefits and Pension Aaaets 111,900,972 112,290 15,33&,774 451,9011 
Other Non Currant Aasats 10,911,150 4,399,814 4,330,787 2,181,249 

TOTAL OTHER NON-CURRENT ASSETS 242,440,158 108,451,441 77,682,774 51,2111,936 

TOTAL ASSETS I 2.402 417 052 735 1119 231 1 261913423 5110 683 045 

Accounta Payable 83,114,701 172,734,150 70,476,290 20,342,110 
Advances from Afflllatea 0 0 0 0 
Short-Term Dabt 0 0 0 0 
Other Current Regulatory Uabllltlea 0 0 0 0 
Long-Term Debt Due Wltl11n Ona Year Non-Afflllat ~ 285,000,000 0 265,000,000 0 
Long-Term Debt Due Wlthfn One Year- Affiliated 20,000,000 7,083,600 7,356,600 5,579,800 
Risk Management Uabllltlaa 814,387 0 1114,387 0 
Accrued Tax•• 

[I 
32,423,411 7,767,782 7,995,168 16,660,549 

Memo; Property Taxes 13,582,152 6,139,966 3,656,243 3,785,9-43 
Accrued lntaraat 6,627,371 2,342,254 2,457,412 1,127,705 

Risk Management Collateral 323,557 16,496 307,061 0 
UWIIy CIJStomer Depos11£ 24,662,061 24,662,061 0 0 

Depoalts • Customer and Collateral 24,985,&18 24,671,556 307,081 0 
OVer-Recovered Fuel Costa - Cummt D 0 0 0 

Dividends Dedared 0 0 0 0 
Preferred Stocll' due WllN 1 Yr 0 0 0 0 
Ob~gattons under CepHal Leases - Current 1,158,006 510,174 504,231 143,601 

Tax Collections Payable 2,397,340 2,296,514 93,609 7,217 
Revenue Refunds - Accrued 1,159,596 0 40,000 1,119,596 
Accnled Rents - Roc~port 0 0 0 0 
Accrued - Payro~ 1,029,458 378,747 599,109 51,603 
Accrued Rents 0 0 0 0 

Poge 10 ol3 \201 412014 06 Juno\2014_6 G( S8216 xis H:\Gl~MK TumiRegulaiOiy & Govemmenlll RepoN\Kencud<y Power Monllllv·R-rt KPSC 
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AMERICAN ELECTRIC f>OWE.R COMPANY Pogo1 1 

BALANCE SHEET Kentucky Power Kentucky Power Kentucky Power Kentucky Po-r 
GLS82.16 tntConaol Company - Company- Generation Company-

YTD Jun 2014 GLS821& 110 117 110 
Q7A:IIf'201'41C$ 

u~:oume 

098 V2014-06- -01. OK" .. -.. UWt: lt£GIOMl,_'-.CONI YTD Jun 2014 YTD Jun 2014 YTD Jun 2014 YTDJun 2014 

Acaued ICP 4,04~,42 1 1,637,944 2,256,037 146,440 
Accrued Vacations 5,485,550 2,126,340 3,091.769 267,4~0 

Mise Employee Benelils 1.261.379 464,632 771,026 5,721 
Payroll Deductions 225,614 101,506 109,460 14,649 
Severance I SE I 0 0 0 0 
AcalJed Wor11ers Compensation 739,418 325,912 392,998 20,508 

25J<Jol!2 Cusl!lfflorAdllaoce Rtcejpts 1.194,12 1 1,194,121 0 0 

Customer Advance 1,194,121 1,194,121 0 0 
2420~11 Conbl>l Cos!l Oi$l>ijroe ~~ l,991,6a4 1.991.634 0 0 

Conlrol Cash Disbursement Aoc:ount 1,991,634 1,991,634 0 0 
JMG Liability 0 0 0 0 

2420088 Econ Oevoloponenl Fund CUlT 349,500 0 349,500 0 

2420!>06 Es! F111onclng CoJI - eondJ 1~2.•1$) fnillli 0 

2420512 Uncl••med funds TA16 7,416 0 0 

2420542 Ace Cosh Frondll11 Req 85,871 85,871 0 

242059214 Sales Use Tax · lease Eqllop ;en 0 151 39 

2420643 Acc:Ned Audil Fees 15,915 331 15,383 201 

2420656 Feclenol Mdlgafion Act:nJ CNSR) 554,328 0 554,326 0 

2420664 ST S!ale M•~gabon Del (NSR) 2~.141 0 246,141 0 

2530050 Dolen'ed Rev ·Pole At\aollmenls 43,126 43.128 0 

2530112 Olher Oofom~d Credot ... curr 227.650 6.033 221 ,616 0 

2530124 O>ntr In Aid of Cons~ Advance 40,020 40.020 0 0 

2530177 Oefemtd Rh·Bon·us L..,.e Curr 431,564 0 43 1,564 0 

Mise CUII'et11 and AcalJed Uabilllies 1,969,244 182,799 1,786,205 241 
Current Other and Acaued Uablllties 21 ,493,775 10,720,150 9,140,212 1,633.414 

Other Curnnt Uabllltles 22,651.J81 11,230,323 9,644,442 1,111,o15 r 
TOTAL CURRENT LIABILITIES 455,757,347 225,817,468 364,121,350 46,117,179 

Long-Term Debt • Affiliated 0 0 0 0 
Long-Term Debt· Non Affiliated 530,000,000 187,185,400 194,949,900 147,864,700 
Long• Term Debt- Pntmluma and Dt.counte Una rt (527,963) (186,466) (194,201) (147,296) 

Memo -LTD NonAmNsled and P/'flmlums 529,472,038 186,g98,934 194,755,699 147,717,404 
Long-Term Risk Management LlabO!tles - Hedge 0 0 0 0 

2440002 l T Uo<Ul Lonos - Non Aflil 774.123 0 774,123 0 

Long-Term Risk Management llablllties - MTM 774,123 0 774,123 0 
Long-Term Risk Management Llabllltlea 774,123 0 774,123 0 
Deferred Income Ta•es 553,864,087 168,325,722 2U,284,329 119,254,038 
Deferred lnveatment Tax Credits 77,721 16,605 26,272 34,152 
Regulatory Liabilities and DefemMI Credits 23,966,591 (32,2~8,801) 62,596,703 (6,371,312} 

Memo-R~ Uab and Def lTC 24,044,319 132.242,196) 62,522,975 (6,336460) 
AIISet Retirement Obligation 63,370,710 62,717 63,301,063 0 
Nuclear DecommJaelonlng 0 0 0 0 
Employee Benente and Pension Obligations 7,611,0111 2,963,761 4,620,418 98,902 
Truat Preferred Securities 0 0 0 0 
Cumulative Prtfernd Stocka of Subs • Mandatory 0 0 0 0 

ObNgatlons Under Capital Leases 3,623,426 1,402,901 1,761,172 459,353 
Def Credits- Income Tax 683,714 362,465 278,593 42,656 

2530\14 Fedot1 MO!gaoon Oelenoi(NSR) 1t11D~.644, 0 1,110.644 0 

Def Credits • NSR 1,110,644 0 1,110,644 0 
Customer Advances for Construction 116,873 116,873 0 0 
Def Galh on Sale/leasebadt 0 0 0 0 
Defetred Gain on Sale and Leaseback - Roc 0 0 0 0 
Oef Gain on Dlsp of UlBity Pl8111 0 0 0 0 

25MOOO Otho< Oolen'Od C111dots 5,140 0 5,140 

2530067 IPP • SysU.m Upgrwde C...Oia 273, 193 0 0 273,193 

25300112 Fbr (}p1lf!s-ln l<lnd Sv-Dfd Gns 153,700 153,700 0 0 

2530137 Fbr Opt Lns-Sold-Defd Rev 96,396 0 0 96,396 

2530176 Deferred R•v-BOI!us Lease NC 1,654,329 0 1,654,329 0 

Def Credits - Olher 2.182,757 153,700 1,659,469 369,566 
Total Other Deferred CredHs 2,299,630 270,573 1.669,469 369,588 

Accumu!ated Prt!Vlslons • Rale RefUnd 0 0 0 0 
~m~aledP~~ns-Misc 815,500 0 815,500 0 

H. \GlUM!< To...,IRovuleloJY& Govommenlal R8!>ortsll<enWd<)' Power Monii11Y Repo11 I<PSC\20HI2D14 06 June\2014_f; GlSft216.xl• 
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Poge12 ol 3 

AMERICAN ELECTRIC POWER COMPANY 

BALANCE SHEET 
GLS8218 

OtB V2014-08-

~mrllf a.dlell 

Uywl: Gt.all11 - _ .. c o..-. u ... llfGIOIOAl.J\.001<* 

Other Non-current Uabllltl .. 
TOTAL NON..CURRENT LIABILITIES 

TOTAL LIABIUTIES 
Cumulsthre Pnlf Stocks or Sube • Not subject Mend 
Minority tnterast - Deferred Credits 

Common Stock 
Paid In Capital 
Premium on Capital Stock 
Retained Earnings 
Accumulated Other Comprehenalve Income (L 

TOTAL SHAREHOLDERS' EQUITY 

Memo: Total Equity 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 

out-of-balance 

Kentucky Power 
tnt Consot 
GLSI21& 

YTDJun2014 

a 5321113 
1,187,739,348 

1 643 496 694 
0 
0 

50.4$0,000 
517,459,453 

0 
117,497,283 

(6,486,379) 
751920 351 
758,920,357 

2,402,417,052 

10) 

Pogo 12 

Kentucky Power Kentucky Po-r Kentucky Po-r 
Company- Co.mpany ·Generation Company-

110 117 180 

'YTD Jun 2014 YTD Jun 2014 YTOJun 2014 

2 0351138 5625,378 871,597 
328,144,883 597,990,1186 2&1,603,478 

55396 349 962,112 338 307 790 657 
0 0 0 
0 0 0 

22,404,049 10,287,603 
106,025,371 327,394,246 

0 0 
52,865,037 (26,515,339) 

(67,576) (6,365,423) 
181 226 812 304801 011 
181,226,882 304,801,087 

735,189,231 1,266,1113,423 

0 0 
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Run Date: 07109/2013 19:19 

X_OPR_COS RpliO! GLR2200V Layout7GLR22 
t 

KYP CORP Cl V2099-01~1 Ac:ct: PRPT ACCOUNT BU: GL 

ASSETS 

PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL 
CONSTRUCTION WORK IN PROGRESS 
ELECTRIC UTIUTY PLANT 

less Accum Provision - D re De I. Amo. 
NET ELECTRIC UTIUTY PLANT 

Net NonUtlllty Property 
Investment In Subsidiary & Associated 
Other Investments 
Other Special Funds 
Allowance • NonCurrent 
Long Term Energy Trading Contrads 

OTHER PROPERTY AND INVESTMENTS 

Cash and Cash Equivalents 
Advances to Affiliates 
Acd Rec - Customers 
Acd Rec - Miscellaneous 
Acd Rec - AP for Uncollectible Accounts 
Acd Rec- Associated Companies 
Fuel Stock 
Materials and Supplies 
Acc!\Jed Utfllty Revenues 
Energy Trading 
Prepayments 
Other Current Assets 

CURRENT ASSETS 

REGULATORY ASSETS 

TOTAL DEFERRED CHARGES 

TOTAL ASSETS 

CAPITALIZATION and LIABILITIES 
COMMON STOCK 
AuthoriZed: 2,000,000 Shares 
Outstanding: 1 ,009,000 Shares 

Common Stock 
Premium on Capital Stock 
Paid-In-Capital 
Retained Eamin s 

COMMOt<l SHAREHOLDERS' EQUITY 

PT_CONS 

Kentucky Power Corp Consol 
Comparative Balance Sheet 

June 30, 2013 

Month End Balances December Balances 
2013 Last Year 

560,291,983.53 558,934,668.00 
491 ,244.101.82 490,152,082.00 
670,751,770.72 652,615,328.83 

60,048,699.53 57,451 ,300.18 
49,072.108.54 44,281,291 .91 

1 ,831,408,664.14 1,803,434,670.92 
(642.578.519.74~ t624,238,902..51) 

1,188,830,144.40 1,179,195,768.41 

2,655,542.69 5,498,717.60 
0.00 0.00 

257,889.67 260,727.67 
0.00 0.00 

2,361,233.00 2.361 ,232.37 
4,864,432.21 6,881 ,654.77 

1 0,139,097.57 15,002,332.41 

1,360,304.07 1,925,747.09 
4,600,407.43 0.00 

15,459,580.18 12,676,052.64 
1,385,987.57 3,141,697.43 

(18,278.76) (141 ,538.08) 
6,341,860.36 9,241 ,088.58 

47,192,625.57 69,147,176.47 
21,406,062.10 25,061,279.42 

319,568.55 816,939.53 
5,937,218.20 6,174,819.72 

727,224.22 1,569,794.80 
1 ,434,529.82 1,660,942.94 

106,147,089.30 131,274,000.53 

213,627 ,4"28.69 214,900,829.18 

69,210,229.69 78,498,798.33 

1,587,953,989.65 1,618,871,728.86 

50,450,000.00 50,450,000.00 
0.00 0.00 

238,537,123.01 238,341,119.49 
201 ,692,949.40 190,818,915.56 
490,680,072.41 479,610,035.05 

0.00 0.00 
0.00 0.00 

Variance 
$ 

1,357,315.53 
1,092,019.82 

18,136,441 .89 
2,597,399.35 
4,790,816.63 

27,973,993.22 
(18,339 ,617 .23) 

9,634,375.99 

(2,843.174.91) 
0.00 

(2.838.00) 
0.00 
0.63 

(2,017.222.56) 
(4.863,234.84) 

(565,443 02) 
4,600,407.43 
2,783,527.54 

(1.755,709 86) 
123,259.32 

(2.899.228.22) 
(21.954,550.90) 

(3,655.217.32) 
(497.370.98) 
(237 .601.52) 
(842.570.58) 
1226.413.12) 

(25, 126, 911 .23) 

(1 ,273,400-49) 

(9,288,568.64) 

(30,917,739.21) 

0.00 
0.00 

196,003.52 
10,874,033.84 
11,070,037.36 

0.00 
0.00 

Page 10 
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1\ 

Page 11 

Kentucky Power Corp Consol 

[I 
Comparative Balance SJ!eet 

June30, 2013 
Run Oatll: 07/0912013 19:19 

X_OPR_COS Rpt fO: GLR2200V Layout: GLR2200' Month End Balances December Balances Variance 
KYP CORP Ct V209~1..01 Acd: PRPT ACCOUNT BU: GLJ' PT CONS 2013 Last Year $ 

CUMULATIVE PREFERRED STOCK 0.00 0.00 0.00 

TRUST PREFERRED SECURITIES 

,! 
0.00 0.00 0.00 

Long• Term Debt Less Amt Due 1 Yr 549,305,312.50 549,221,950.00 83,362.50 

CAPITALIZATION 1,039, 985,384.91 1,028,831,985.05 11,153,399.86 

Obligations Under Capital Lease,-NOI ~~Current 1,884,605.14 1,674,300.89 210,304.25 
Accumulated Provision Rate Relief 0.00 1 ,635.430.00 (1 ,635.430.00) 
Accumlated Provision - Miscellanous 35,364,175.40 34,033,794.12 1 ,330,381 .28 

Other NonCurrent Liabilities 37,248,780.54 37,343,525.01 (94,744.47) 

Preferred Stock Due Within 1 Year 0.00 0.00 0.00 
Long-Tenn Debt Due Within 1 Year 0.00 0.00 0.00 
Accumulated Provision Due Within 1 Year 0.00 0.00 0.00 
Short-Tenn Debt 0.00 0.00 0.00 
Advances from Affiliates 0.00 13,358,855.63 (13.358.855.63) 
AJP General 19,463,537.36 30.336,776.64 (10.873.239.28) 
AlP Associated Companies 30,456,150.48 41,052,680.18 (10,596.529.70) 
Customer Deposits 24,615,929.59 23,484,964.81 1,130,964.78 
Taxes Accrued 3,885,206.06 6,548,714.64 (2,663,508.58) 
Interest Accrued 6,378,411 .26 7,166,695.02 (788.283.76) 
Dividends Accrued 0.00 0.00 0.00 
Obligation Under Capital Leases 1,246,833.16 1,403,875.95 (157.042.79) 
Energy Contracts Current 2,822,360.57 3,320,068.02 (497,707 45) 
Other Current and Accrued Liabilities 15,465,726.78 17,797,808.10 (2.332,081.32) 

Current Liabilities 104,334,155.26 144,470,438.99 (40,136,283.74) 

, I 

Deferred Income Ta;~es 392.,148,521.91 385,153,166.17 6,995,355. 7 4 
Deferred Investment Tax Credits 240,754.30 355,758.82 (115,004.52) 
Regulatory Liabilities 7,084,863.51 13,831,965.72 (6,747,102.21) 

It 
2440002 L T Unreal Losses • Non Affil 3,097,635.531 4,200,196.07 (1.102,560.54) 
2440022 UT Liability MTM Collateral (217,432.00) (582,545,00) 365,113.00 
2450011 UT Liability-Commodity Hedges 5,964.00 82,731.00 (76,767.00) 

Lon.g-Tenn Energy Trading Contracts 2,886,167.53 3,700,382.07 (814,214.54) 

2520000 Customer Adv for Construction 58,084.491 63,177.74 (5,093.25) 
Customer Advances for Construction 58,084.49 63,177.74 (5,093.25) 
Deferred GaTns on Sale/Leaseback 0.00 0.00 0.00 
Deferred Gains on Dispostion of Utility ~ant 0.00 0.00 0.00 

2530000 Other Deferred Credits 0.00 0.00 0.00 
2530022 Customer Advance Receipts 1,691 ,821 .39 2,634,497.53 (942.676.14} 
2530050 Deferred Rev -Pole Attachments 45,666.29 78,940.35 (33.274.06) 
2530067 IPP - System Upgrade Credits 264,491,41 260,279.72 4,211 .69 
2530092 Fbr Opt Lns-ln Kind Sv-Dfd Gns 159,776.00 162,614.00 (2.838.00) 
2530112. Other Deferred Credils-Curr 940,629.05 1,113,326.72 ( 112,697 .67) 
2530114 Federl Mitigation Deferai(NSR) 754,941 .55 754,941 .55 0.00 

; 
~ 
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Kentucky Power Corp Consol 
Comparative Balance Sheet 

June 30, 2013 
Run Date: 0710912013 19:19 

X...OPR_COS Rpt 10: GLR2200V Layout GLR220C v Month End Balances December Balances Variance 
KYP CORP Cl V2099-01.01 Aa:t PRPT ACCOUNT BU: GL ·~PT CONS 2013 last Year $ 
2530137 Fbr Opt Lns-Sold·Defd Rev 109,951.52 116,729.42 (6,7n.90) 

Other Deferred Credits 3,967:277.21 5,121,329.29 (1154.052.08) 
Deferred Credits 6!9111529.23 8,884.889.10 (1,973,359.8!} 

DEFERRED CREDITS & REGULATED L ~BILmES 406,385,668.95 408,225, n9.81 (1,840.1 10 86) 

CAPITAL & LIABILITIES 
==--= 

1,587,953,989.66 1,618,871,728.87 (30.917,739.21) 

Statement of Retamed Earnmgs 

BALANCE AT BEGINNING OF YEAR I 190,818,91 5.56 171 ,840,462.36 18,978,453.21 
Net Income (Loss) 23,374,033.84 50,978,453.21 (27.6.04.419.37) 
Deductions: 

Dividend Declared On Common Stock (12,500,000 00) -32,000.000 19,500,000.00 
Dividend Declared On Preferred Stock 0.00 0 0.00 
Adjustment in Retained Earnings 0.00 0.00 (0 00) 

Total Deductions ('12,500,000.00) (32,000,000.00) 19,500,000.00 

BALANCE AT END OF PERIOD (A) 201,692,949.40 190,818,915.56 10,874,033.84 

' (A) Represents The Following Balances A End Of Period 

215.0 Appropriated Retained Earnings 0.00 0.00 0.00 
215.1 Appr Retnd Emas- Amrt Rsv, Fed 0.00 0.00 0.00 

Total Appropriated Retained Earnings 0.00 0.00 0.00 

2160000-1 Unapprp Retained Earnings Unrestr 190,818,915.56 171,840,462.36 18,978,453.21 
2160002+ Unapprp Retained Earnings Restr 0.00 0.00 0.00 
210.0 Gain on Reacquired Pref Stock 0.00 0.00 0.00 

Net Income Transferred 10,874,033.84 18,978,453.21 (8,104.419.371 
Total Unapproprfated Retained Earnings 201,692,949.40 190,818,915.56 10,874,033.84 

216.1 Unapprop Undistributed Sub Earnings 0.00 0.00 0.00 
418.1 EQuitY Eamlnas of Subsidiary_ Co 0.00 0.00 0.00 

Total Unapprop Undistributed Sub Earning 0.00 0.00 0.00 

Total Other Retained Earnings Accounts I (0.00) 0.00 (0 00) 

TOTAL RETAINED EARNINGS 201,6921949.40 190,818!915.56 10,874,033.84 
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KEN'l\ICKY POWER COMPANY 
Flnol 07/0111014 DETAIL Of EL£CTIII(; UTIUTY PROPeRTY 

YEAR TO DATE .J....,, lOU 

GIJU:tiOV 0710t/141&:10 

BEGIHN4NG ORIGINAL COST ENDING 
IIAI.ANCE ADDITlONS R£11AEMENTS ADJUSTMENTS TRANIFEAS BALANCE 

UTIUTY PLANT 

101/106 GENERATION 1 ,47&,654..251.88 115.327,430,08 {2,382,717 26) (9.12) 0.00 , ,$91 ,1128,89$.50 

TOTALPAOOIJCTlON 1 .. 71,1N,l51.11 11S,JZ1,430.111 (2,;182,777.26) (9.12) 0,00 1.511.1%1,115.54 

1011106 TRANSMJSSION 503,165,571.10 5,397,794.84 (105,859.4)) 0 .00 0 .00 508,457,507.21 
101/108 OISTRIBVTION 733,778,590.81 17,864,398.18 (3,726,089.14) 0 .00 0.00 747,914",899.25 

TOTAL (ACCOUNTS 101 & 101) z.ns,aa,414.Aa 1'li,5H,IZJ.III !'.214,72&.4.1) (1.12} 0.00 2,Nt,001,301.02 

1011001112 CAPITAl LeASES 6,279, 149.17 0 .00 000 521,38U6 0 .00 6,807,5~1.03 

102 E.i.ECTRIC PLT PURCHAsEll OR SOlD 0 ,00 0 .00 0.00 0 .00 0.00 0 .00 
1140001 El£CTRIC PLANT AWUISmON 0.00 0 .00 0.00 0 .00 0.00 0.00 

TOTAL ELECTRIC PlANT IN IERIIICE Z.T:ti,...,.,SA.II 131~,123.111 (6,2.14,72'-43) 5'JI,l7l.74 0 .00 2,154,110f,I33.0S 

1050001 Pl.Nlf HElD FOR FUTlJRE USE 7,405,950.73 o.oo Q,OO 0.00 0,00 7.~5.858,73 

107000X CONSTRUCTION WORIC•IH PAOGflE.SS; 

107000)( BI;G.BAL 12.8.599.148.18 
107000)( ADDmONS 80,435,840.02 
107000)( TRANSFERS 198,01 U10 45j 
107000X ENO. BAL !35,5'i6.970.All 93,023,177.76 

TOT AI. EUCTRIC l1TliJTY PlANT 2~.810:170.51 I 10J.01 85%.15 6.214 , U3 521,3 c74 D.VD 2,155,2S7,HI.54 

II 
NONUJ!LID' PLANT 

1210001 NON UTILITY PROPERTY .OWNED 895,120.00 0 .00 o.oo 0.00 O,QO 895,120,00 
12100112 NONUTIUTY PROPERTY· I..EASEO 0.00 0.00 0 .00 0,00 o.oo 0.00 

124002S.2D OTHER INI/ESTloiENTS 4,534,315.74 0.00 0.00 (003) 0 .00 4,534,315.71 

TOTAL NONUT11..1TY PLANT ~.~28,4);!'4 u.uu u.uu 0 .03 O.CIO 5,511~. 

/ll:.d 1 07 rranll~n~ (96,011 .810 .• ~) 
Pnopared by; PSnVlalon Repot1 GLR72101/ Acd 10116 Additions 138,509,823.011 
R~ Cindy~- PiliP Acc1a canton 42,577,812,83 
Sou~ oftnro; p.,.,..rp~~.nc~ PS GJ. 

AAO- ASHII1 BfQ sandy Asll Pond 06/2014 42.sn.a12.8l 
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KENTUCKY PO~ COMPANY Page14 
ACCU~U ,A TED PROVISION FOR DEPRECIATION, AMORTIZATION, & DEPLEilON 

An•J 071011/201 4 YEAR TO DATE·June, 2.014 

Gl..R7410V OT/09114 1&:11 

BEGINNING PRO IS ION ORIGINAL NET REM/ TRANSFER! ENDING 
BAl.ANCE TO lATE COST SA1.VCOST ADJUSTMENTS BAl.ANCE 

.YTIUTY P\.ANT 

NUCLEAR 
1080001/11 OTHER 0.00 
1060009110 DECOMMISSIONING COSTS 0.00 

TOTAL NUCLEAR 0.00 

1080D01M1 PRODUCTION 599,504.128.89 ·,788,233.89 (2;3112,m .26) (1,585, 1:!8,90) 0.00 623.Jn.444.sz 
1080001/11 TRANSMISSION 181,537,795,18 ,331.193.80 (105,859,43) (Z17,836.83) 0.00 185,545,292.50 
1080001111 DISTRIBUTION 192,744.680.84 1 ,881,293.73 (3,728,089.74) (958,912.88) 0.00 200,722,951.75 

1080013 PRODUCTION (3,820,015,28) 0.00 0.00 0,00 (262,141.37) (3.882,158,63) 
1080013 TRANSMISSION 0,00 0.00 0.00 0,00 0.00 0.00 
1080013 DISTRIBUTION (26,698.85) 000 0 .00 0.00 (4,589.42) (31,288.27) 

RETIREMENT WORK IN PROGRESS (8,320,252.521 0.00 0 .00 (3,227,881.92) 2,739,888.81 (8,808,045,.113) 

TOTAL(101K accounts) 941,119,616.07 4 758.721.21 (6,214,726.43) (5,967,510.53) 2, 473,157.82 976,1&9,198.15 

NUCLEAR 0.00 
1110001 PRODUCTION HM29,350.87 872,473.19 0,00 0',00 84,795.27 11,188,619.33 
1110001 TRANSMISSION I ,807' 792,88 291,717.34 0.00 0,00 0,00 1,899,510.02 
1110001 OISTRIBUTION 7.182,584,75 765,721 .07 0 .00 0,00 0.00 7,946.305.82 

TOTAL (111X account•) te,21t,721.30 725,911.60 0,00 o.oo 84,U5.27 21,034,435.17 

1011006 CAPrT ... L LEASES 1,889.467.09 0.00 0.00 0,00 158,632.8-4 2.028,099.75 

1150001 ACO\JISillON ... OJ\JSlMENT AMORT 0.00 0.00 0.00 0.00 0.00 0.00 

ToTAL ACCUM OEPR & AMORT. 962.908 811.46 ~ 46163:L82 6'214 72&Al 5967 510.53 2,714 515.73 999 929 733.05 

NQIIIU1111TY PlANT 

1220001 OooprV.mtt of NanuU Ptopo()wnd 214,955.75 3,334.86 0.00 0 .00 0.00 218,290.61 
1240027 OCI1er PtopOf!Y • R\MP (3,400.00) 0.00 0.00 0 ,00 0.00 (MOO.CO) 

TOT At. NONUTIUlY PLANT 211555,15 3334.88 0.00 Cl.PO 0.00 214 890.61 

Prepart!d by· PSnVislan Repalt GlR7410V 
Rll'liewer. Cjndy BuQcb&e- Ptop Acctg Canton 
SoU!'Ce$ or tnro: f'oWetl>lanl Reporl$ end PS GL 
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s 
AMI.ICAN10 

IUt:rlfiC 
flOW •• 

August 20, 2014 

Commonwealth of Kentucky 
Public Service Commission 
2 11 Sower Boulevard 
P.O. Box615 
Frankfort, KY 40602-06 t 5 

American Electric Power 
1 Riverside Plaza 
Columbus, OH 43215·2373 
AEPcom 

Please find enclosed July 2014 Financial Report pages for Kentucky Power Company consisting of the 
following: 

Income Statement: 

l-9 Income Statement 

t-3 Details of Operating Revenues 

4-7 Operating Expenses - Functional Expenses 

89 Det&il Ststemeot of T!t!tes 

Balance Sheet: 

10 Balance Sheet- Assets & Other Debits 

10-12 Balance Sheet- Liabilities & Other Credits 

I t -12 Deferred Credits 

12 Statement of Retained Earnings 

Utilitv Property: 

13-14 Electric Property & Accum Prov for Depr & Amrtz 

Brian . frantz 
Manager - Regulated Accounting 
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Poge 1 of9 

American Electric Power 

GLSIOf& 
Yltl Jul 2014 
OUJI120t4 15:11 

4400001 

4400002 
«OOOCIS 

A 

4~~· .. _ 
«:11>007 

-'·U0013 
A 

• 
4A2<>002 

••20004 
-·~ A 

A 

A 
8 

4440000 

44".0002 
A 
8 

•sr.ooc3 
4561033 
4>e11n4 
A.56100S 
4561036 

45CI10S9 

4501015!) 

4:56101$'2 

Al6106J 
ll 

«7'0150 

447020G 

4170207 
44702011 
4410209 
.561002 
.. 561(X)l 

4561005 

458"1006 
4561007 
CS6t019 

4561028 
4561029 
-45Ci10Y.I 

.6561QS8 

45610$1 

4!fUDB4 

C5at055 

A 

••rooot 
4•7003S 
44?01"21 

441000< 
447000& 
4470010 

44700'27 

« 701728 
447003) 

4470066 

4470081 

U700U 

U70010 
•470093 

INCOIIE STATEMENT 

Re.-OifltlaJ s_,~~t«g 
~HIO.Mil s.I"·W.O Sp.ce .,_ 
RHICitMi.tii'FwtRev 

R....,nue. R•ldentlaiS&Ies 
COfl\ll1~atiS.I .. 
S11n: 'o PUb o\Uih Sc:t\ooll 
Sates\o PubAt.Ah &Sdw:ICII'I 

CDI'M'IetoatFd Rev 

Rrienue • Comt~~erclol Sales 
Revan"" ·lndu.trial Sale · Amllatltd 

tncNUrfW Sal•l£iid Mlnct} 

ltlds..a..-Hc.Mfll(ltiCfMin") 

~lllf'u.!Ftev 

R-u• ·lnduotrlal S.la • NonAIIIDatltd 
Revan"" -lndu.trial Sal• 
R..,.n .. . Gu Producto S.la 
R"""""" · Gao Transportation~ Sb>nlga SoJH 
R-·Gao Tranopottallon ~ Slonlge Solea • Allll 

P""li:St>t--U ....... 
Putllc 514-UQ!It F""' Rov 

R-Ile· Othot Retail Saln 
Revenue· Othar ~all saies • Alllll.ted 

R..,.nue • "--oll Sala 
01h El•c R.,_lff\·An'·'tm' Pnce 
PJM NIT'S R~'"i.le Arl'li.•td 

PJMTOAdm s. .. ~tv · A/1 

PJMAfillla&ectTiai'!S NCTSCatl 
PJM AflltiltedTillfttl0CDI1 

NN PJM "Pena EI'II'II/'IOMI Rev 

AIM PJM Tl•l'l• EMin-ctMI Coli 

PROVISION RTO Cctt · All 

PI!O'.'ISJON RTO RIY M"41!f~ 
Revenue . Tronamlulon-AIIIUatltd 

t,...,..~"~'~ ~ -CliCk. wnt~Mur. 

PJM T,~ fCtU CJW!!..OSS 
PJM bamm leu c:i'WOh • LSE 

PJM lfan,tn tcu ct..OtlolSE 

PJM b'IMI!n 1M& UlilfQIH-OSS 

RTO fotmuon Coat Rec:ov4ti'Y 
P JM £1pantton Cos! R.aov 
PJM PCIInC to P01n1 T1tns S.c 

PJM Ttaftl CN.ntr ~~"~ R.v 
PJM N~11l. ln~ f11MS'vc 
Oth Elfi!C R.v 'rtant No·" Al'lt 
PJM Pow Fac C1e An Wlll C~Wt. 

NM ~~ITS Rtvfi'Wt 'Nltl C'l.r• ·NM 
PJM TO Se-N Rcw 'Mil• Cu.-NNf 

NoMiflf PJM Tt•n• Eroi\!Km\ Re• 
NAif PJM RTEP f;fev fot W'ai-FR 

PROVISION RTO Rw v.N!C.S.tw 
PROVISION RTO R"' • """'-'~! 

R""'"""" · Transmlaalo~onAIIlllallld 
- • Trantfi\IJtlon 

S.,...f01 ~ella ~ AuocCQa 

51• lor RJI • J:"uet R.fV .. .Auoc 
Sit•• lo1 R•~M PcQ Enfot~ 

R""anua • Rtoslla-Afllllat.cl-
SM.Itl fOI ~eufe " NonAaloc: 

~ f01 R...W•~~ Sllu 
Sa'a for Rnii•Booii<KI'I P\11ch 
....,,~bAthf'l.ldR~ 

S~•••~NA - F"ue!Rav 

WMiiiM.l.I!VA'\lb AWl 81H R•v 

~ TIOng Tran. f.:lp.NonAisoc 
R n11'10al Sptlk GM • R ... llr.O 

fm~nQei'Eiec:tn: Re-~ald 

PJM £nlfgy SIIH MttQIIf\ 

P JM tm;pae~~. eo·"~ucwH...SE 

Page 1 

KentuckyPow-r Kentucky p.,...., Kentucky Power KentuckyP-
lntConsol Company · Distribution Company· Generation Company. 

Tranamlsslon 
GLSI0111 110 117 110 

Actuol Actual Actuol Actuol 

Yltl JUI 2014 Yltl Jul 21114 Yltl Jul 21114 YTD Jul2014 

74,0115,517 74,715,979 (650,462} 0 
32.548,585 3.2,968.710 (420,145) 0 
46,490,651 46.~90.651 0 0 

15J,104,7l3 154,175,340 (1,070,107) 
45,248,251 45,481,505 (233,254) 0 

8,197,013 8,110.102 88.911 0 
8,445,303 8,4&7.386 (22,083) 0 

26,057,681 26,057681 0 0 
17,!MI124t 11,116.674 (111,425) 

37, 190.920 37.256.9911 (66,078) 0 
17,545814 17.485,214 60600 0 
53.938196 53,938,198 0 0 

108,874,932 108,110,410 (5,471) 
108,674,932 108,810,410 (5,478) 

861,659 853,866 2.973 0 
185.451 165,451 0 0 

1.047.310 1,044.337 2,973 

350,TI5.224 352,011,762 (1,2>41,531) 
0 0 0 20,458.476 

9 .... 1.944 0 0 21,615,068 
0 0 0 349,212 

(9, 173.308) 0 (21,346,432) 0 
0 0 (349.212) 0 

131,5&4 0 0 239,7114 
(125.895) 0 1234.115) 0 

I 1 .530,542) 0 (1.530,542) 0 
2,435,1!42 0 0 2..435,1142 
1,119,404 (23,410,302) 45,091,112 

(12,356) 0 (440,790) 42M34 
1,494.459 0 1 494,459 0 

(12,097.839) 0 (12,097,839) 0 
1,833,699 0 1,633,899 0 

(12 025;149) 0 (12.025,449) 0 
2.150 0 (82.898) 85,048 

47,182 0 (51,361) 98.543 
414.453 0 414,458 0 
166,937 0 0 166,937 

8.697,251 0 0 8.697 251 
35,027 0 0 35,027 
3,893 0 0 3,893 

1,610 335 0 0 1,610.335 
25.250 0 0 25.250 

2.41,751 0 0 241,751 
17,885 0 0 17,885 

184,883 0 0 1114,863 
t,065.no 0 0 1.065.no 

(1,2M,7t6J (20,1155,722) 12,6&1,008 
(7,115,312} (44,416,02>4} 57,75.,,111 

(262) 0 (262) 0 
262 0 262 0 

5,479,520 0 5,479.520 0 
5,4711,520 5,479,520 

3, 131 0 3,131 0 
10 • .467,675 0 10,4&7,675 0 

(10,916.326) 0 ( 10,916.326} 0 
1.875.019 0 1.675,019 0 

151.564 0 151.5&4 0 
2,797 339 0 2,797.339 0 

1116) 0 (118} 0 
32,347 0 32.347 0 

2,150,182 0 2,150.182 0 
97,491,189 0 97,491, 189 0 
(17,803.579) 0 (17,803,579) 0 

H:IGL\IMK Tum\Regula\Diy & Govemme111al Reports\Keniu.d<y Pawer Montlllv Rop<llf KPSC\201~12014 07 July\201~7 GLS8016,lds 
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INCOME STATEMENT Kentucky P-r Kei)Nc:kyPower Kentucky~ Komt\H:ICy-
lnt Conaot Compti\Y • Dllrll'lbullon Company • Gene,.tlon Company . 

GlSID1& Tnmmlsslon 
Yn> J ul 2014 GlSID16 110 117 110 
0&/0IQOt ot 15 1t Actual Actuol Actual Actual 

~t~ll 

018 \'201..07..31 Acooltrit Q CT I€C 

__ ...,.., __ 
YlDJul 2014 YlDJul 2014 YTOJUI2014 Y1tl Jul2014 

U 7C109S PJ,_. OpaJ Ru.Ne Rn..OSS (2,83M56l 0 (2,838056) 0 
•U70c:J9V c,_.,.otv Ct ...,.. s .... 319,088 0 319,088 0 
<14'70100 P JM FTR Re'llenu.OSS 622,050 0 822.050 0 
4470101 PJMFTRR~o~enut--tSE 8,230,948 0 8,230,948 0 
,4J170103 PJM E-""'!GY S.IH C~ 110,775,088 0 110,775.!l68 0 
4.70~06 fl'JM Part T,.,, Putefl.t\ICW\A.N (27) 0 (27) 0 
4470107 P>MMTSPura..NonAII 17.483 0 t7,483 0 
4470\09 PJM FTR R"'e"~•c (32,888) 0 (32,688) 0 
4A701\0 PJM TO~ Etp •NcnA.Iof 35,173 0 35,113 0 
.. 70112 N~TI~I'IO Boa~ut S«•·OSS 4,943 0 4 943 
f 470115 PJM Metet Cotrtc11GM-0SS (9,513) 0 (9,513) 0 
..... 70116 P .1M Metet COti~OM-LSE 41,375 0 41,375 0 
4C'70t24 PJM l bt1f'!'!tl~a1 Spot.OSS 1 0 1 0 
.U70t26 PJM lncutm•M .. II'I'IP CO!\~OSS (26,302.348) 0 (26,302,348) 0 
44701.1 P .1M t.onuaa Net Cl'lero- Crecat (14) 0 (14) 0 
.... 70141 ~ H«tg• Rt .. IUd 815,898 0 815,898 0 
4.470144 Rellcl~g~ OftSIA 69 0 69 0 
4410tSS os-s Pl'!vt!.al M• rQln ~•ct.s 176 0 175 0 
<14'701S6 OSS Oplm Mlr" " Rtdua (175) 0 (175) 0 
·4.470161 111torn l Rar. sw.:-P~ (9,~93) 0 (9,493) 0 
4410110 Non-ECR Audon SM•0&5 1,386,855 0 1.386 855 0 
>4'70H• PJM WQe ~ ~..., .. OSS 81 0 81 0 
... 70176 OSS Sl\ill!n'IJ RKfillll • R~a;l 231 ,970 0 231 ,970 0 
41.4'70176 OSS SNn~ ~td•u·A.0UdJI)fa (231 970) 0 (231,970) 0 
U70180 t""~$nQ •'*•·boOIIi R• dala 1!19.770) 0 (i19,770i 0 
... 7018 t ~U~!Oft jft••baoll. R t d BI 119.770 0 119,770 0 
• • 70102 PJM OpReto\.S&CI•Cit 642.660 0 642,660 0 
U70l0l P JM OpRu-t.SE·Ct\atg• (4,671 489) 0 (4,645,111) (~.358) 
AA7tr:!OA PJMSpn~ (0) 0 (0) 0 
«70214. f'JM 30(11 SUQPII'ituf't'• CROSS 28.200 0 28,200 0 
IIIA10:220 PJM ROQWtion • 0SS 112,392 0 112,392 0 
<4.47022\ PJM Spn~W\g Rew rv• OSS 9,976 0 9,976 0 
... 70122 P JM Mt llt:On OSS 382,920 0 382.920 0 
.seoo50 Ofh EltC A'ttir·CO• I Tid Aud Gt.. (10,423) 0 (10A23) 0 
SS500841 PJM H.OJWty Net P11ttl..f£RC (2(.359,993) 0 (24,359,993) 0 
$5500'l4 Put~ ... td P~ . Fult 1.305 0 1305 0 

A Revenue · R•at.NonAI!III- 151,222,6111 151,249,0411 (2&,351) 
A Revenue . R•ele~ollud 
A Revenue · RaaiHUok !lgm1 MT111 
A Revenue . R•lle-R~ak Mgm1 ActiVJIJ•• 

Revenue. Sal•• tor ReMie 156,702,201 156,721,588 12&,351) 
• •10014 Salt fOf RtN1•M· Tint Pntt~ 0 0 282.598,284 0 
4540001 RM Ffom Dtct Property ~ 152,103 ~53,472 0 0 
Cstl0001 OM\ EMdR" ·~ed 25,574 0 25,574 0 

• R..,.,nue- 01'-EI-.AI!IIII- 177,87t 453.472 2$2,823,858 
4500000 F o!feted: Q.leOU"D 2315.900 2,315.900 0 0 
.510001 MI"JC StN!ct Rtv Not~.atfi 22~,620 216,713 0 7,908 
~0001 RM F10m Eltc1 PfOJ)etty·NAC 82,589 1,500 57,489 3,600 
4S40005 R•IJI 11om E'-c: P1~PoN Nkh 2,686.501 2 .6e0,501 0 0 
<!>110001 Ofh lt.n Rw • OSM Ptooram 3,391 ,424 3,391,424 0 0 

Revenue ·Other El41-NonAftiDialad 1,1111,034 1,512,031 57,4119 11 ,501 
Reven.ue-Gu 

4118002 Qomp /4JOtN GaiN! Tih IV 502 383 0 383 0 
.118004 COI'tlp NJr:NI Gti,...Ann Now 8,533 0 8 ,533 0 

Galfii(Loaa) on Allowanca 1,111 1,911 
A Revenue. OCIMJ' EJ4o.NonAIIHII- 1,6119,850 1,512,031 611,405 11,501 

Revenue • Othar Opr Electric 1,147,626 9,045,510 262,690,263 11,501 
0 Revenue Marchandlalno & Contract Wor1c 
c Revenu• Non• Utility Opemlona • Alftll-
0 R-u• N...,.utlllty Openltlona • NonAinh 

Revenua from Non-Utility Ope"'tlon• 
c Non.Opemlno Rental Income · Alllll-

4110001 N~PIIItr'IO Rtl!tall~~ 19.200 18.500 700 0 
41110001 NoM)prMo Rrul lno-MaJI'!.l (16) 0 (16) 0 
4 t iOCI05 Non-Opr-alng RAI. II\OO.Jif (3,891) 0 0 (3,891) 

D Non.Qpamlng Rental Income · NonAI!IIIaled 15,294 11,500 614 (3,191) 
Non.Opemlno Rental Income 15,294 11,500 ... (3,1191) 

c Non-Opamlng Mlac: Income -AIIIReted 
A7\0002 MIK Non-Op~"'A:Itl'• 1,312 412 543 357 

Pl!ge 2 ol9 H'IGLIIMK Taam\RIIQU!alory & Govemrnenial Reporis\Ken\Jcky Polliler Monthly Report KPSC\201412014 07 July\2014J GlS8018JdS 
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INCOME STATEMENT Kentucky PC>W8r Kentucky Power Kentucky Power Kentucky Power 
lnt Consol Company • Dlatrlbullon Compen~ • GIII\.,.Uon Company-

G!-$1016 Tnonamlaslon 
Ylt>.NI201o& GLSIOIS 110 117 110 
0Mlti20141S.11 Actual Actual Actull Actull ..... ..,~,. 

018 V'20,'-07~1 _,:_GL,_AC_cr I£C ....... u..lla:S£0MENr_COl" YIO Jul 201ot Ylt> Jut 2014 Ylt) Jul 2014 Ylt) Jul 201" 

<1210007 "'" N01t-Op lt~e • Noi'\Aic t 011\ 108,,506 ~58 108,048 0 
0 Non-Operollnll Mlac Income • NonAftiQIIted 108,817 170 101,590 351 

Non-Opel'llllng Mlac II'COme 109,117 870 101,590 357 
45<0110<1 Rent f'fom EJect PJcp.A80-NDna1 48.1145 ~8,!145 0 0 
A500015 OIMt Eledpc RWI!W41S - ASD 149.769 1!13.~2 0 16227 

D Asaocl- Buolneaa Development Income 
1: 

118,714 112A17 18,227 
R ... nu• • other Opr • otner 323,825 201,851 109,275 12,1!14 

•(C) flhmo: R....,u.OII! OpNNh Atr 
o(O) lllemo: R ... n...a~~~ Opr-0111 Non 323,125 201,151 109,715 fUM 

Revenue· otl'ler Opel'llllng t ,111,41i2 •• 2~7,367 282,7!19,537 2.4,201 
A Prvvlalon lor R• RefUnd· NonAftllaiiKI 
8 Provision lor R .. Refund • Allllloted 
P~on for Rot. RlfUnd 

~IOQll Pwl Saln Ou:sld• S...c: Terr•.,., 51.759 0 51.759 0 
4210032 Pwr P\uch Out~~* ~c Tet"try (555) 0 (555) 0 

A Revenue-"-S•IH 51204 51204 
TOTAL OPERATING REVENUES 508,;!!:!.776 311,2&4,129 373,921,748 57,751,031 

•W fofflma. GITID R-nuo 502,424.350 360,6011,1100 12g, 159,395 12, 6411, 155 
>(B) Memo: 0""'' Allliaflld R_,ue 11,136,601 453,4n 244,643,07/J 45,098, 1B2. 
</CI Aletrla: Re_,.,..Oth Opr-011> AfT 
"(01 fHmo: RlvenuHJ/h o41r-oitt Non 32:!,.825 201,857 109.215 12,594 

ltl.,o: T.,./ Opetdlrg ,_..,._ 509,5B.4,n6 361,2114, 129 313,921, 146' 51,757.031 
"{EJ"!B/'ICI fofflmo: ~ Re..,nuo 1,131,1101 45J.-4n 2.44,143,1111 411,091,112 
•(fJ"{{JI•IAI ~.~--~~Re\le/IUIO fif12.741,f7f 380,110,457 1u,rn.no 12.5U,N8 

flhmo: Toe./ Openlflng ,_wnuu SOI,su,na 381,2N,1Jt 373,121,748 67,751,031 

S010000 , ... 763,226 6 763,217 3 
501000\ J:ut!l C.o.nwm.«j 189,8~.277 0 169,654,277 0 
S01000l f'Utl • ~IOCUif \JnfO~ I. HII'!Ch 1,519,216 0 7 519.216 0 
<SOlDO') l'lltls .... y-.., (73~602) 0 17~.602) 0 
.SO tOOtS f'l.lt' 0•1 Cont.llmod ~ 007630 0 4 ,007,630 0 
50tOCJ;17 GyPfufl'l 1\ltf'dllf"icboo.a c:G~IJ 2.0.955 0 240, 955 0 
5010021 ~C:.Uff'l s.Jd Pfoc:eedl (~50,191) 0 (~50,191) 0 
5470110<1 Fuei • Gas 1Utb• Puttn, Hand 93 2 90 2 

Fuel E.lp&41oe Total l1U00,604 8 181.200,591 5 
SOIOOOS futt o.t.,tc<l ( 13,352,4«) 0 (13,352,~44) 0 

Defe....i Fuel Elrpense 
O...rUnderF .. I E.lpena 

(13,3$2,444) (13,352,4«) 

Fuel lor EJ-c Genentlon 167,144,160 • 1117,8411,147 5 
,50t0029 "'""""'_""'_AI!;oot 92 H6 0 92146 0 

Fuel from Aftlllatn for EIKtllc Genen111on 92,1 •• 92,148 
50i0000 Mow Cor.~~m Tille IV sa1 5,600,183 0 5.600183 0 
5090001 ~1'\U Ccnt:Unt$1101\ ~ NCb 19.912 0 19,912 0 
S09000S ""NO> C.... e.~ 81 ,735 0 81 ,735 0 

Allowanca • ConaumptiOII $,701,t3D 5,701,130 
5o20002 till• Eao.nat 3,2114.318 0 3.284,318 0 
5020003 Tr~&P~MS• 212,656 0 212.856 0 
502000ol U.,t.ton!ll Ellotnte 

IJ 
2-519,745 0 2,519,745 0 

5ctl.OOM ~meteue·nu 51 ,861 0 51 ,861 0 
5o20001 IJme W,cb1e &pcnu 9. 436 0 9,436 0 

Emlaolcma Control • C!1emlcala e,on,otS 6,078,016 
T.,..l Fuallor EleCtric Generation 179,720,152 • 1,,720, 139 5 

lllemo: NonA" Fue/IA/ll ~~lon• f7t,IU,OD5 I f711,127,1U 5 
S650004 PV1ct.nt4 P-.(·~ C.PIItlty 181,949 0 181,949 0 
5550005 Pu!CM'Md POINt P~ Entia¥ 678,093 0 676093 0 
56!i0017 Pmcm Pw'f.Non·Niel Pol'tlr>n-M 2M75,353 0 2,8A75,~53 0 
5550019 Pun:h Pow., Auoco 'T(fllh P'.ttl! 0 2112.598.2811 o· 0 
~6 Pllld\ PO'W'tt-FUtl PoliO,._~ 38 827.352 0 36,827352 0 
~SS010l Pwcl\ Pow.r~P«~~ Non.FUtr .A/t 1118,508 0 168,508 0 
SSS0102 Put Pow.1 Pool Notf'u. .. OSS-M 214,985 0 214,985 0 

Purdlelld Elect!lclty f\'1>111 AEP • AIIIR- 51,544,2.40 282,511,284 18,544.240 
5550000 Pufch.Htd POWit. 156 0 136 20 
5510001 P\Hti\ PIM•Noi'ITftClng.Nonuaoe ~98.135 0 498,135 0 
~50032 Gt .. Cot~Y•.ttoon.MoM Pli!\1 

I! 
3,274 0 3.274 0 

55500)9 P JM tn&Ottrtfflt Mlr Rn-OSS l62,321) 0 (62,321) 0 
$550040 P JM tnlottnent Mtr ReM..SE !30 101) 0 (30 101) 0 
555110<1 PJM A.N:tlf•IJ Sew .s,nc; 5, 492 0 5,492 0 
55!JG07' ~JM A••di'I..CI'Iwve- (11,7931 0 (11 ,793) 0 

P.-oo3of9 H:\GL\IMKToam\Regulall>!y & Govamme,._, !lepcrts\KeniUcky Power Monthly R"!""'KPSC\201412014 07 July\2014_7 Gl.S8018.xls 
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INCOME STATEMENT Ketmlcky Po_,. Kentucky PaWOir K•ntucky Power KemuckyPower 
lntl:omol Compeny • Olsltfbutlon Compeny • Gen.,.tion Compeny. 

GLSID1& Transmlulon 
YTDJul2014 GLSID1& 110 117 110 
DMIIIZ014 15;18 Actual Actual Actual Actuol 

l_.o: 111.!10011 

<108 \11!HU7-31 .._.no: OIJCCT_SEC - Unk SEGMENT CD I YTDJul2014 YTDJul2014 YTDJul2D14 YTDJul2014 

5S50076 PJM 0114 St.rt·Gha1oe 878,703 0 878,703 0 
sssoon PJM Blad Slan·Oe.ctt 

I m 0 t7) 0 
5550010 PJM Rtgwla»on·Ch•GI' 1.586.582 0 1,588,582 0 
5550019 P.N ~liltlon.Creeit (380,002) 0 «380,002) 0 
5550011J PJ~ 5pntl8lQ Rt .. I'II•O\I'Od 1,321,882 0 1,521,882 0 
5550064 PM Spnrmg RetaN•Cutd.C (320,390) 0 (320,390) 0 
5550090 PJM !tOm Suppt Rt..v Ch11ge &..S£ 388.829 0 388,629 0 
5550099 PJM PU~dl•n.-ng1'1.£:C~·~ 1,488.$18 0 1 468,818 0 
5550100 C•CIIIO!Y Putc:ftaa•Auc:lton 49,120 0 49.120 0 
55·50107 C•Pia!Y pu!cft•f'!l • T!t<frQ 133,535 0 133,535 0 

Pun:llaHd Becltfdly for Reule. NonAmUot.cl 5,527,512 5,527,492 20 
Pllfdlued Gu for Rnole. AJnllated 
Pureh-d Gu for Rual•. HonAmUated 

Total Purch ... d P- 74071752 212,59&.214 74 071 732 20 
GROSS MARGIN 255. 7i2:873 IUI$.1137 120 12!1.175 51751001 

5000000 Oc-~an & Engnur-.na 2,214,901 116 2,214,686 97 
5000001 Oe>tJ S®tr & Eltt'RAlA.A.fl&4 ll 5Q,982 () 50,982 0 
50<0000 Sc••m EMP*f\H11 1,501,884 0 1,501 ,8114 0 
5050000 Elfdl'k E.i:perwtt 33e,S77 0 338,sn 0 
5000000 Mtae Slo~ ~, EI:Pf'l'lt.n lj 4,771,149 116 4,770,903 129 
!iCG0002 .._~st .. '" Po'"• &po,N.~~t~e- 33,824 0 33,824 0 
w..oooa P1mcw11 C061 E•ptnt.l • Sl•am (77,138) 0 ,n,138t 0 
5060004 NSR Stelcrntnr Ex:PtJII• (1 ,427) 0 (1.427) 0 
506CIRS ¥11M:$~ Pwt &p Erwuan:nen~l (11) 0 (11) 0 

stum GeneRilon Op e:.p 1,830,721 U3 1,1130,262 22t 
Nudear Generellon Op &p 
Hydro Ge-on Op e:.p 

55600110 SV• Com1o1 'I. oM ~ct~tno 316,614 1 316,546 65 
55701l<l0 Olh•t E"xpe,.., 1.026.294 1.208 1,024,289 797 
5570007 0Uw1 Pwf &p • W'l~tsllt REOs 12,0M 12,054 0 0 
SS70C101l Ollwor Pw! EJoo VoiiJf\!Orv ~ECs :I 

10 10 0 0 
5757000 PJM ...,.O>MAM&s~ ass 344,559 0 344,559 0 
51S7001 PJM Actft,...MAM&.SC fnlf'H\111 

: ~ 
445,045 0 445,045 (Ot 

01""' Go-on Op !:lip 2,144,516 13,273 2,130,441 IU 
SllDOOOO Oott S\ipi""!I;!On 4 E"~rl"f!O.II 823.,144 2,120 3,592 617,432 
S6110GO Lo1d O...patd\ • Rekabl1~ :I 5.on 0 0 5,077 
56120GO Lc.., O..p;ttc.h·'-"'VAOp Tn~~R~Sf• 511 ,880 45 75 511.541 
581.000 PJ" A-.SSC&OS.OSS 308.895 0 308895 0 
5614001 PJM A«Nit-SSC&OS·IMt tn• 394,63;2 0 394,632 0 
seuocu RTO AMlin OerM LSE 3874 0 3,639 335 

~"ooa PJM MNt~ o·ae...m oss 2.417 0 2,417 0 
5151~ R<l!lbolofy,P1~14> Dovtl<>o 56,953 4,632 7,318 47003 
S6111000 P JM Aamln·RP&SOS.OSS 77,536 0 77.536 0 
S6UI001 PJM ~in-RP&SOS-Int••Nl 98,373 0 98.373 0 
51120001 Sta~ £a_pentet NeNUC~C 223958 0 0 223.956 
Sll;oOOO 0Ve1hrud LIM &p1nut 94. 166 0 0 94,186 - Undlltg.O~Jnd lint Eipl:l'llts 4 0 0 4 
5650002 i f•l"'f'l.l~ Eltc: by OftletS·NAC 113,599 0 113,599 0 
SllSOOOr lll!'l eec: b¥ Oth-M~Tut Pftce 0 20,458476 0 0 
5850012 PcJM Tu1na £Milncc-tNnt Cnarge 2 ,302,200 0 2.302.,200 0 
S6SG015 PJM TO s.tv &p • Nf 21,643 0 211143 0 
Sll50016 PJM NilS &penH • AMI1a:ted 2,674,218 0 2,674,218 0 
5E.50019 Mi PJM T'''" EnhrK,HMnt Ea_p 188,738 0 166,738 0 
5&50010 P.ROVISfDN RiO Am E.Apensl 1 148,82>4 0 1,148,824 0 
S660000 MI .. C: f ratlolff'IUIOf'l &s-rt~n 781,6114 6,088 8 440 767,158 
~0001 R•"'' ... No.M.uooarti!l 250 0 0 250 

-~ Aem AUOOilad 0 0 0 301370 
5157002 SPP AOt'lin. MAM&SC 

I• 
0 0 0 0 

TI'IRimlnlon Op Exp t,l12,044 20,471,359 7,332,240 2,5611,291 
5600000 Ope'~~ I EnvrHt'lnQ 398,318 388822 2,215 5,281 
51,0000 L ... o..,. .... no 2,325 1,172 0 553 - S4•,on ~PI:I'tMI 130, 151 124,5H 0 5sn 
salOOOn Ovc1tM1d line EIID•n.a 585, 344 565,468 1135) 11 
-5840000 t.Jndt•QfOCJnd Lille Elipti'IS*' 61 ,215 61 ,043 126 46 
5e.t10QG o,., ot Et!ftQ't Stortg.e Eq-.. p 0 0 0 0 
5650000 S.Ht I.Jglt>ng & s.g,.o Syo E 91,637 91 ,637 0 0 
5tli0000 Mfi'''Eltpe.nMt: ,, 470,693 469,390 991 313 
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American Electric Power 
Pago S 

INCOME STAlBIENT KINI!uck)' ,._, Kentucky Powor Kentuok)' P-r Kentuok)' POWif 
lntComol Company· OllltiDUIIon Company- Ganentlon Company-

GLSIOl l Tranaml .. lon 
YTDJul201• GLSI016 110 111 110 
DIIDif2014 15:1a Actwol Actwol Actual Actual 

U,..ut:GUI8011 
018 VZ014o07..J1 Acoourll: ACCT M:C !WI&.-.. t.Mtt.: 8EGMEHT YTDJul2014 YTDJul2014 YTDJul2014 YT'DJul2014 

5870000 Clca1ome4 ln111alfMont [Jp 92.'179 92,479 0 0 
~aeoooo ~I&Clli·I'I·DtiS OIH:tb~t~Of' &p 2.240.985 2.218,820 5.113 17,052 
!.woool Rents .. Nonauoa•ur.d 996, 497 996.497 0 0 
58110001 AINI • AUOdltect 40,131 40,131 0 0 

Ola1rlbutton Op EJql s.o117,m 5,05!1,63$ 1,309 21,133 
9010000 '&l.lc-MHn · C.U.toJI'ICt~ 170,3 17 170.243 54 20 
11020000 MaW'r Ru6ng &penMw 4,873 4,538 244 91 
11020001 C:Wt.lome' Cald RuGf'lg 325 97 167 61 
90>0001. M.tl' ,..,d-1\g Regui.llr 257073 257,073 0 0 
11020003 Mo\4u ll•..,o · uroe .,_, 32,327 32,327 0 0 
902000. Reao.tn a. Reid-Out Ml'telt. 33,751 33,751 0 0 
90:10000 Cv't ReocCII$ & Cal:cc:ion ~p 212.837 208,660 210 3.91!6 
Wl0001 Customet Q,ckrt:l & IP!<JJI''" 1,497.91!6 1,497.217 571 178 
90~ MIJ'I.u.JIUdlo.ng 24.375 23,555 5 815 
90>0003 Post•a-~ Cu•IOIMI g,kt. 463,582 463 582 0 0 
110:10004 Cuh;enrt; 88.345 87,735 312 298 
9030005 Ccilltc:tiOn ,Aoanl:a Ftt~ & E>P 32,680 32,680 0 0 

·~ CteOI I O!h CoQ•c:t04\ Aclll'l 439812 439,563 36 12 
8030007 Colfe&.'felrn 343,397 343.397 0 0 
110:10009 01\t Pfce«$$1t'l0 96,823 96,810 9 3 
9040007 Uncojj Ac:c:u Mite: R~~• (55,92~) (60,648) 4725 0 
9050000 M•tc; CldlOMir kc:aunt• E;rp 17,522 17,522 0 0 
11070000 S~Cift ~"Gmtofl\ .. Sen.tte 92,764 92,768 (2) (2) 
9070001 $v.ptrvtll0n 4 OSM (11) (4) (4) (3) 
90110000 CtJIIome' Al.wst&M!t Er~ 280,225 260,234 (5) (4) 
OCIOOOI OS.M..C~mcl """••Oi)' Gtp 862 862 0 0 
!1000009 CUll AM418Ace E.cPtM:I • 0SM 2,791 ,601 2.791 .012 569 221 
!1090000 tnformltOft & lr~.ctt~ .t,cMta 54.350 16.494 27,556 10,300 
9!00000 "'" Cusa Sl;tAI""'""il~onll Ex 20,272 8,327 8,865 3080 

CldlomarSarvlce and lnfo""alton Op Exp 11,900,153 6,137,115 43,311 11,017 
9120000 Dt:mona1raing & $elll'lfil & .p 15.962 15,982 0 0 
9120003 O•mo & S.lhng f.-p AIN 0... (321 ) (321! 0 0 

Sales Eopenua 15,1110 15,660 
Memo: lnauran .. (1240 1250) 711,154 l52.5l5 295,611 121,101 

IY.IWOQO Adrr"'"-lu$~• & ~fl' Stllllet 5.696,647 2,517.696 2,355,217 823.935 
i210001 Oft .Sup~ & EJo .. NoMUoo.ted 471, 196 268.567 \ 45;279 39,351 
9210003 Ott.te SI.IQ5lt• 4 E'ip · Tuwl 9 6 2 0 
11210000 Adm!ll•hMN• E•P Ttrtt f .. C' (302,955) (302,955) 0 (0) 
gnooo1 Adll'lln ~ TrfiSIICI Cl'lf{fCI.on (250.130) (250, 130) 0 0 
9120004 A.dtn!~~t &o Ttl'llt to 1180 (1,627) (623) 0 (1,004) 
92:M)()()1 Outstde Sva Empl • No.l\ft&OC: 774,406 348,6711 318,778 108,950 
9230002 ~SvlaEm~ -AaW1c: (0) 0 (0) 0 
GUOOOl A,EPSC Silllld lo Cl~'" Co (85.850) (20,6 18) (35,356) (29.875) 
92COOOO Pullpt.nyln.S&Hanc.- 290,120 96,904 80060 11-3,156 
nsooao ltUut~n: and Ol:fMO" 892,280 483,876 173,859 3A,546 
02:50001 Safety Dnf'!etS and Awa4dll 3,12.6 1,403 1.375 349 
9150002 EmPActdoni PIV~>Acl,., ~I) 5.397 3.367 1,426 804 
925000. tntut•e.1o Er'ft!ployees 2064 0 2.064 0 
»250006 'M.._,-a Cmp111ll\ Ptt&SIIIn• PIV' 1178,207) 1137,855) (24.760) (15.793) 
92.S0001 ~Vllt ."fla.&P1C1p O!'M~Fit.tl:t 67,208 684 58511 14 
nsooro Fra Ben laa$ng • WDtktt• Comp 1112,054) 196,043) (4,937) ( 11,075) 
97fiOOOO Empti!YH PtMiom a 8-"'ll'lfl 2735 2,735 0 0 
1)2'GQDOI EcM & Pt.,, Empl Pub-S . .-•"• 14,801 5,378 6,135 3,387 
9260002 Penar.or- & Cii.WC) It'll A,dmtn 25. 138 12,449 11 ,421 1,288 - Ptr$on Plan 2,937.821 1,337,941 1,440,078 159,604 - Gtoup t.J,. IniUtanc. Ptemiums 88,265 35,531 46, 903 5,830 - Gcoup M«lelt 1"1 P'lr!'lums 2.969.407 1,475.750 1,263,268 230,389 
lll60006 ~E:umMC!ot\J 1 0 0 1 
~007 Oloup L· T DPbft)l Ins PJtm 10,545 7,491 2,596 457 
9260~ Gloup Oe.nUillf\IUJanc:a P1.-n 142.978 73,130 60,397 9,450 
!il60010 Ttllft'()O Adf'IWUtitoon E\P 445 194 197 54 
9260012 Em~•• AciN~tes 1,607 571 486 550 
926001< Edw;at~ ,.._l..,,u Pma 987 900 0 87 
9260019 E,.'*'l .. e..,.., E>o . ~,:ou 10.000 0 10,000 0 
92e0021 Posue·arem«~t BtnefltJ ~ OPES (2.13s.9m (1,017,709) (976,676) (141.532) 
9260021 St~~tf'IUI Pl-an COtllhb.lfl:on• 1,263,461 556,398 666651 60411 
92600J6 ~•ned Cornp.nu&on 4.437 4,437 0 0 
9260037 Supplement.! Pera10rt 139 139 0 0 ......... SFAS 112~aymtN 811'1- 430,343 0 ~30.343 0 
92ll0050 Frg B•n Lo~g • Pet1$10f\ (879,366) (813,939) (207,298) (56. 128) 

PIICI05of9 !i:\GLI!MK Team\Rogulacory & GOYIIII1!1Ien18l Reports\Keni!Jclty Po..erMonlhly Repon KPSC\201412014 07 JUif\2014_7 Gl.S8018.xls 
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American EIIICtric Power 
Page6 

INCOME STATEMENT KentuckyPoww Kentucky Power Kentucky Po.,., KentuckyPuw.r 
lnl Conaol Company· Distribution Company- c;....,.uon Company-

GLSI016 T"'"smlaalon 
Yl1) Jul 2014 GLSI018 110 117 110 
OU)II2Df4 1$11 Actual Actual A.ctull Actual 

.._utGLUD1t 
080 V201-'-01·l1 -Ill: SEC lu•ln•• Unb.: SEGMENT YTD.Jul2014 YTDJul2014 YTDJul2014 YTDJul2014 

91e00~1 FJg Ben l~ttQ • Gr_, IN 11.040.955l (725.9S2J (227,617) (87.3117) 
92EOOS1 FtgBen l~· Sa'flnQ'I 1416,392) (258,038) (126,737) (33,617) 
Olf;CC53 F,o Ben LoaMg t OP£.8 263424 212,008 23,979 27,437 
921100S5 ll'tlerc:oFt"'~-'1 0cnlUM (1.0214641 (224,858) (701,441) (95.164) 
$'260057 PGWet 811\ Meclcere Sul>ll~ 359.643 145.381 200,691 13,791 
92600M f ID Ben L.CMI:nQ .. Ac.cual (73,182) (25,702) (42 283) (5197) 
91600110 AmOfiiPosl Rnrermmr 8enef'1e 126,362 75,589 4\,537 9,238 
·~70000 ~·,.~· ~fl(pret'n~ 82,945 82,945 0 0 
9200000 ReCP".WUoJY Comri'"UIM E:..p 24.857 8.918 10,211 5,728 
92110001 RtQ!;Iatoty CMni'MtiM E.w~ 2 1 0 1 
92110002 R••totr CIIIMt6aocn &f>(:au 83,908 19,135 5.2.088 12,885 
9l01000 Gt-l'leral Al:to/trtn~"CC £.r'pen•n 848 298 362 187 
9301001 N4twt.Dolper ,..tfhl~ S,.c:e 9.084 3,267 3,765 2,033 
9'101002 Ra<lo Sc•D.on A~efbl~ Time 4,435 1,605 1,8.34 997 
Sl:JOIOtO P\!tlloty 2,250 807 958 484 
9l01012 Putfle O~n Su"'tot• 16.310 18,306 0 4 
8lOi0iS Ctf'l•l C!orpotolle CoJM'I Elp 8,338 !>.578 1,872 1188 
0.102000 Mlac Gfntrll E•s:-tntcs 138,865 72.419 37,226 29,020 
9302003 G01por~ & t:"I'IGM €-'*'"' 20,755 4,438 15,152 1,165 
9)0:100<1 A"u'd\. D.wtop&Oernon•V ~o 3.218 3218 0 0 
eJ0'2•se A(~ HM M\~ed11p1:n .. a (0) 0 (01 0 
93,0001 Rent.a ~ AUI P•CC~erty 55.395 55,395 0 0 
lfll0002 R•,.• · Pe1aon• P1op1ny 150,284 100,494 43,102 6,687 

Admlnlolnltlon & General 10,778,885 4,385,714 5,181,7311 1,224,112 
4UI005 Aa:J.oan' Etpeftle 5&4,407 0 584,407 0 

Ace roll on 584,407 S&t407 .. ,,6000 O....nFtoti'IDit.pellft~II'!Pfent (2.345) (2.345) 0 0 
Loaa/(Galn) on Utility Plant (2,345) (2,345) 

0302005 Aaao~; BYt OeY Ma~ Sdd 31 ,321 31 ,321 0 0 
OJO>OOT Anoc au .. ,.. Otvwt~opmef'!l Eap 54,801 32,089 23 22,508 

AH!lCIIRd kllniH C.V.loJIIMIIt ~pm~n u,uz i3,JIO 23 U,501 
Gain on Disposition of Pn>perty 
Lou on Olopa.llton of Pn>porty 

Loas(Galn) of Salo of Propor1y 

•26S009 f:.adOft" C~t AIR EIP ~ Mil 558, 172 558,172 0 0 
t26SOtO F•d CUlt NR.Q•d Oetb-~ 1,088,607 1,088,607 0 0 

Opr &p ond FactoNd AIR 1,144,m 1,644,779 
WatarHoalllra 

•26SOCU SooN & S.Mce Club""" 45,384 1e,1eo 19,549 9,875 
C26S007 R•e»IM...,E>- 1.932 690 806 434 

Eaponaa of Non-Utility OporaUon 47,315 16,150 20,357 10,109 
42\0009 M*: N"an-Op E)p • NI>Muoc 5.218 1,305 3,094 819 

Mlac NonOp &ponau. NonAuoc 5,211 1,305 3,094 119 
oil281000 OG,.IIIG"a 254,943 173,067 70.540 11 .338 

Oon.Uon Co<ltriblltlono 25<\,M3 173,067 70,540 11,338 
42&'l001 PtNftln 62,109 23.921 24, 132 14,056 

Provlalon for 1'11nallloa 62,109 23,t21 24,132 14,056 ·- .C,Woc-&PCIIJII('II.Ac:l.,_. 143,048 52.838 56,968 33,240 
CIVIc & Political Acti.W.S 143,048 52,831 58,961 33,240 

c2e5001 Olhet OeOXSiar. • No~~•aoc 318 95 164 59 
•265033 fr.nat.an Ctol.ts 5267 0 5-267 0 

Other Oecluctlons s,sas " 5,430 59 
Shuldown Coat Companr Eqleno• 

All Otllar Opont~onal EaponiiS 2,112.1t5 1,11:!,158 180,520 69,&20 
Operational Expons .. 46,110,604 38,748,65'11 24,251,252 3,933,539 

5100000 ~t Sup.t & Eng!n~g 2.225,188 185 2,22~,973 28 
5110000 Mtin~,c:e ol Stluttwlet 1.038.378 0 1.038.378 0 
5120000 Ma;ntenanc. d eo;tt, PJ.n.t 10,228,587 (25) 10,228.592 0 
5130000 M.n'-l'llnc. d Ei•c:tnc AAn\ 1.698,262 0 1,698,420 (158) 
SltOOOO M~nle~• c1 M1•c S•••m P« 933205 0 933,131 74 

steam Gonenlllon M.alnten-• 1&,121,5tt 110 1&,121,4M ($6) 
5210000 M~t SUprt & E"tPnHnf\0 485 0 485 0 

Nuclear Gonorallon Molntenan .. 485 485 
Hydro GenoraUon Molnlelllnc:a 

~5l0001 M&lfltcf Gtn P':ant · GeaTu1b 0 0 0 0 
OtllltGoneraUon llo"*nance 0 0 

SI!MOOD U.tfll 5~ I Ef'ICJnHnng 50,458 25 3 50,427 
51100000 ~t,.t4U'I&nc•o1 Sttu~utn 4,218 0 0 4,218 
55DlCIIlO Mtll'lt of ComPJttt t-IMdwat• 11,11157 31 24 11 ,812 

Pago 8ol9 H \GLUMK Toam\Regulolory & Governmental Ropolb\Kon!Ucky Power Monlllly Roport KPSC\201412014 07 July\2014_7 GLS8016 >ls 
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INCOME STATEMENT Kenlllci\Y P0111er Kentucky Power Kemucky Power Kentucky Power 
lnl Conoal Company - Dla1rtbutlon Company . Gene,.llon Company . 

GLS8018 r ..... mlulon 
Y1D Jul 21114 GlS6011 110 117 160 
0M-.l014 1$.,. Am..l Actuol Actual Actual 

~~~~ 

018 V201...01.-:St -D ACCT&EC ... ..._. UAft:l:: &EOMEHT Y1D Jul21114 YlDJu12014 YlDJul2014 Y1DJ.,I2014 

5159'ZMO ~f'll of Cam,._.., s.c.-. •• 1&4,103 3,043 0 161 ,059 
SG93000 Mamt of tommu111~ E~P 9.975 0 0 9,975 
5700000 M11m Cf S'lacn Eqr.npm .... t 4314<40 18,210 0 413,230 
5710000 Malntln~flce of ~meAd UnH 1,406,568 (1,789) 59 1 408,298 
5720000 Mlll'!l of UndltorounO Ut!ft 108 0 0 lOB 
57JOOOO MIIN OC Mae T1n~n AI 145.153 0 0 145,153 

Ttansmlulon Mallltenance :Z,2l3,147 11,521 17 2,204,260 
sgooooo Metnt SUI" & ENJ~n""~'~V. 1.705 1,696 (1) 10 
5910000 Ma"lntM~nc:t. t:I.Stru~'" 7,323 6 ,665 0 658 
5!120000 ,.,..,., ol S1a\on E~pm*"' 394,883 382,885 36 11 ,763 
5!1l0000 M-.,1'1'-~"~•~• of Ove!l'!e i d UM• t8,9H,455 18,911,217 2,576 682 
59l0001 i t<t,.-1Nitlluti1C«tt!oi 205,701 205,701 0 0 
59l0000 Mllf'lt~n unes.SUm~ 1.292 1.292 0 0 
59300\0 StOflft £alt-nu Nnonu•an 2,740,759 2,740,759 0 0 
!IN)OOQ Mo\ln& oA Uw\dfrgro\tnG ~ 51,224 51 ,224 0 0 
S950000 u .. nto(l.ne frnfA~JtloOY1 37,476 37,476 0 0 
591!0000 M.llnt of 5U1 LQ.~ & !i!J)al S 35,565 35,5115 0 0 
!1970000 Ma1n1anaoce Ql M•wa 46,657 4<4 851 0 1.807 
5000000 Ma~nt ol ~be: 01Mnbl.rllon Pit 106.603 105,051 0 551 

Dla1rtbulfon Malntanance 22,543,443 22,525,3111 2,611 15,451 
0150000 M .. ncan.M:e d Gmt:rlll PI•M 149 0 0 149 
9)$0001 Ml•nt ot st1uetu'" • OWned 211,801 209.428 2 2,372 
9.)500(12: Melfi\ ot Sl'ftlc:turn • lANd 32,017 30,352. 1,078 586 
9350003 ,_,..,,.. of F'MY ..Wd f'h.rfe Ute 451 (1) 454 ('\) 

!rnOOOe MllnlotGaMtiE~t!'lt 13 13 0 0 
9lS0012 Mllnt010«.tEq,~o"Ptntnt 346 0 348 0 
tlS0013 M•.n1 ot Cmmnwon EQ4Jhlii 412,482 378756 33 726 0 
9350015 M•lf\1 of ~e.e Fwrwue & Eq 345,626 188,524 177,103 0 
9l50015 M•lflltMnte of Vtdtlo £.-Pf!'tl'll 120 120 0 0 
Ol$COtU M11111 ol Gtn Pllnt"-t;CAO~ Equ 289 268 2 0 
8350023 Sl.le Comm\i~OM S."'1<4't 268 0 286 0 
$150011• Matnl of DA..AMI Co~ EQ!.IIp 100 100 0 0 

Admlnlotr.tlon & Ge- Malntena"ce 1,003,661 717,551 212,117 3,106 
All Other Malnlanance Eapanus 

llhlntana~~Ce &jleno .. 41,193,075 23,332,120 16,337,674 2,222,711 
Total Opantlonol end Molnlen..,ce El<pensea 81,073,679 62,011,271 40,595,925 6,156,320 

4040001 Amort. fllpq•nt 2.030.022 695,080 791.535 343,408 
4050001 ....... atPitA<qAcft 22.528 0 0 22.526 

D~A111oltlullon :Z,OS:Z,$48 Bts,OI!O 791,535 365,134 
401:1000 Rcpto<yDobRo 168.1134 0 0 168,634 

DDA Regulatofy Debits 188,634 1&U34 
DDA RegulaiCMY Credits 

Amortization 2,221,112 895,010 781,535 534,5611 
<GJOCOt Ofor.aaiOI\EliJ' 52.046.451 14.787,058 32.211,556 5,047,837 

DDA OepNclatlon 57,046,451 14,767,051 32,211,556 5,047,137 
DDA STP Nudelt Ottcommlaalo!llne 

0011001 o-... ..... ~"'""""'o"'• 283,74<4 0 283,74<4 0 
ODA AIIMI Retirement Ollllgailon 213,74<4 213,744 
ODA R...,ovol Coats 

D....-cloUon 52,330,115 14,717,051 32,4!t5,299 S,047,t 37 
OepreclaUon and A.moltlratlon 54,551,377 15,6112,1311 33,216,134 S.512,405 

F"'"cl1lMTaxu 
401100613 Sta~ Gro.• ltflutpn. f•~ (5.942l 1 (5.9431 0 
AOIStiXMHA sau. Glee• ReoeiJ* Ti• 35,223 0 35.223 0 

Rwenu•kWht Taxeo 2t,211 29,210 
1061002 FICA 2.378,309 1J007,89l 1,254.19~ 118,2.2~ 

•011003 Fe~Un•m.plo,rntttTaa 18.327 7.953 9,40Et 989 
~!001 Sta'- Unemptooy"*"' T•• 68,018 25.142 37.680 3,21 5 
401103) FI'I:I'IQe e.n•" lad-1'10 • F'ICA. (745,0821 (457,100) (226,247) (81,735) 
~0110lt Fnno• S.M!JC t.o.cing . fiJf (5.322) (3,1191 (1 ,886) (317) 
.. C610J.S f:nnge 8Anef11LC.-.,ng • SUT (14, 128) (1;.847) (6.566) (115) 

Pa~I)Tue• 1,691,121 513,t21 1,066,560 57,641 
408102014 SU.It 8\i•ntu Oc:alp T~et 2,317,333 0 2 317.333 0 

CapacltyT .. es 2,317,333 2,317,333 

.001100509 fb41 ~ P~~ Pio~ nus 3,975 3,907 0 69 

.. 01100510 Rul P..-oMt p,~ ru.- 131 131 0 0 
401100$12 Rui Plf.anal P~Tun 1,565,555 111.154 1,447 63-4 26,788 
408100513 Rni Pe.tot\11 P1001rttTa• H 8,1114,802. M 96,059 74.2.813 1,945,930 
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Paoe8ol9 

American Electric: Power 

GLSID18 
YlO Jul ·2014 
()U)IQS)1C 15:11 

. 081029JO 
-t081Q2g1) 

t0S1029U 

,..0110J61l 

40f)10JCS14 

CGI2~1l 

408101113 

_,0610Ut4 

40810t4\f 

408101714 

40810\800 

41081tHIJl2 
40110191) 

408101914. 

4GS102214 

.,110002 

4l9000t 

41JIC005 

QIOCDII 

4111000 

42700tfl 

000001 

'1270006 

4770012 

Cl10005 

4J00003 

4Jt0007 

42f0002 
~260000 

4261001 

tllOOOt 

C310002 
C1lOD23 

Rul Pel• Ptcp Tai·.C.p l.••a 
Aeaf.Pcrl PlOp TU.Ctp L .. n 

Rul P•op i&JtCap leas•s 
RNI PfpQ lh>CIP lt"lt 
Rul Pttao.W Pro~ny T .,. .. 

p,., ... rtyT-
St Pub6ServComm T .. 1feu. 

51 Pubt Strv C~m T PF"M.I 

Regulatory Fe• 
Fedltt'aiOauTtU"' 

Proclucilon Taus 
Sl tJc Rgttlton Ta:a Fen 

Stale S•les 1MS Vn t .. u 

St.leSAin~UuTat.H 

~· Sll .. and u .. Tou 
S~lte $Mn ANt liM Ta.n 
M..ncpat t...lltl!nae F.n 

MlscellaneousT
Otlwt Non~ncome Ta ... 

Tu• DI!Mir Than lncomo Tu• 
TOTAL OPERATING EXPENSES 

DPERAnNG INCOME 

lnt I OMdtnGinc • Honaeuc-

tntorast & Olvldena NonAftll-
fnternt Inc • ~aoc:Non ~BP 
lnltttstlr.came • Assoc: CBP 

lm-&t & DIVIdend Amlletad 

Total lnterasl & Olvlda11d Income 
C;IJ1'flng Ch•tlltl 

'""''"' & Dividend C.~rtlng Chwv• 
Memo: To/01/nltltfJJt & Dl-nd Income wfC. 
Mw o.h Fndll Usd Drf\0 Ct!ll 

AFUOC 
Gain on Olapoaltlon or Equity lnvutments 

ln....,otLTDFMB 
In! on l TO • IM.l.lll PUr Conu 

11\terut l ro IPC 
tfttttMtE:.p · Auoc NoP-CBP 

lntareat L TON- Peyablo • Amllated 
lnteNat L TON- Payable . NonAiftlllted 
lnt-11 LTD Debentures 

lntonlTD · Se!'U...ue~-. 

lnl.,..t L TO 5enlor Unae..,red 

PCR9 lnt•'"' &p.Aaaac: 
lntereat L TO Other • Aflll 

INO~I.10.CMtleJ LTO 

lnt .... t LTD Other· NonAiftl 
lnt.,..t on LCK'Ist-T""" Dltlt 

11'11 to AM<1c Co .. C8P 

lntenHII STD ·Ami 
UneaCI Cttcit 

Interes t sro. NonAmt 
tns-at on Short r ..... 0.111 

Alftf'Q Qtbl Oacn'II.£1J>lntl Pu! 

Mrtz OaetUE.vp.SI"'l.lfiM<: ~ot• 

Amort of Dobt Olac. Prem & &p 
Amrtt lDM R~red Detii·Dbnl 

Amort LDis on Reacquired Debt 
Amort Goln on Reecqulred 0.111 
Oilier lntereat • Fual Rocowry 

Ott!•, ,,.. .... , E:IPt",.. 
..,...,.nl on Cwtomer O.P'C*ftl. 
tl'f.rep E'.t~• • Stlfe T .. 

l 

II 

K....WCicyPower 
lntCCK'Iaol 

GLSI016 
Actual 

Yl0Jul2014 

12 
1,038 

13,!112 
(1,413) 
14,875 
33,019 

7,135,5411 
473,122 
89, 12.9 

562,252 
I 745 
1,7.S 

200 
t :W2,470) 
218,039 

1.295 
9,1562 

>125 
(112,849) 
(111 ,104) 

1i»1 421 

408,748,387 

1CMU31.311 

2~,$:11 

24,537 
14,193 
25,851 

40,044 

84,511 
36,552 

3&,552. 

101,133 

2,948,981 
2,!1<11,981 

4,114 
4,114 

812.500 
&12,500 

19,832,579 
11,132,579 

14,193 
14,"3 

1,694,444 
1,694,444 

22,157,830 
28 026' 
28,028 

462,902 
4112,902 
410,929 

1,701 
274.859 
276,567 
19,628 
19,&21 

69368 
18,516 

2.200 

K...tucky Power Kentucky Power 
Company· Dlalrlbutlon Company . ~Uon 

110 
Actual 

Yl0Jul2014 

12 
790 

9,464 
(1,413) 
14.875 

s .S-42 
3,640,580 

473,122 
89129 

582,252 
0 

200 
(158,655) 

89,065 
1,295 
9,862 

425 
(51,001) 
(58,001) 

4720721 

11.111615 

10,836 

10,1136 
14.193 
1,322 

15,515 

21,351 
0 

2&,351 

247.558 
247,558 

4,114 
4,114 

235,708 
235,708 

7 632,171 
7,'32,171 

14,193 
14,193 

1,701,042 
1,701,042 
9,517,221 

4,289 
•• 219 

183,355 
183,355 
1&7,844 

0 
105,774 
105,774 

7,554 
7,554 

20 588 
16.516 

1.098 

117 
Actual 

YTOJul2014 

0 
68 

1.803 
0 
0 
0 

2.112,311 
0 
0 

1745 
1,7.S 

0 
1178,775) 
119,078 

0 
0 
0 

(59,697) 
(57,S53) 

5 54753!1 
71,4SO,lll 

333,222,169 

11.2113 
11,263 

0 
(38,678) 

(31,67&) 

(21,413) 
0 

(21,413) 

1.818,506 
1,811,(06 

0 

183.074 
193,074 

6,251 ,682 
8,25!,682 

0 

(6597) 
(6,591) 

6,438,159 
169,.11 
119,411 
235.848 
23!1,141 
405,257 

1,708 
86,642 
18,350 

8187 
6,187 

41,514 
0 

1,052 

K...tuclcy Power 
Compony· 

T 111nornlaslon 
180 

Actual 

YlO Jut 2014 

0 
180 

2.3<15 
0 
0 

27 377 
2,002,187 

0 
0 

0 

0 
(7,040) 
9,896 

0 
0 
0 

2.156 
2,856 

2 0113184 
1:ll01181 
13,101,913 

43155.UI 

2,.438 

2.431 
0 

63,205 

113,205 

15,842 
36..552 
36,552 

102,194 

882,917 
882,117 

0 

183,71 8 
113,711 

5,948 725 
5,!1<11,72.5 

0 

0 

8,132,443 
(145,873) 
(145,673) 

43,701 
43,701 

(101,972) 
0 

82) 149 
82,~3 
51887 
5,187 

7,287 
0 

53 

Pago8 
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Page 9ol9 

American Electric Power 

GLSID11 
Yltl Jul 2014 
0Mw2o14 15.'14 

088 V2014o07~21 

4091001 

•0!12001 

4101001 

4102001 

A1\l00t 

.112001 

tt 1A00t 

__ .... 

INCOME STATEMENT 

Uyout~1a 

CCf aEC 81i:IM'I'_. Uftlla: SECIMEHT _ 

Other lnterwst • NonAIIH 
Other II*,_. ~pense • Al'ltl 
lntereot Rate Hedge Un,.•lfud (Galn)lloss 

Mw&rrwed Fnct~ u .. d enau.cr 
AAJDc.ao'"""d Funda 

Total Interest Ch 
INCOME BEFORE INCOME TAJCES and EQUITY EARN IN 

IMCOIM TD:e&. UCN • FeGetal 

''""' ru.. Olh tntAOtd-Ff!data~ 
Federal Cur.-nt Income Tu 

Puw Ott Vf lJttt ~ lno-Fed 
PtC'N Otf Iff Olh 1&0 F~ 

~" Oef lff..CtODI Op Inc-Fed 

Ptv O..lff>CI Olh I&O.ft.d 
F-ral Dlllemtd Income T .. 

ITC,I4 UlflyOptr Nd 

F-rallnvetment Tu Credits 
Federal Income T-

•,conw i a.tn UOI· State 

+"' fu Olh Ire Otd Stl'i• 
Stole cu,.ntlncome Tax 

p,.. ~ 1/T--C;t UlliOpii'\CiStMe 

StMe Oefemld Income Tu 
Sr.te ln-111 Tax C,.dtts 

Stata lncorNI Ta ... 
Local Curntrlt Income T .. 
Local Detomtd Income Tax 
Locallnllftlmont Tax Cntdlts 

local Income Tueo 
Fo,.lgn Cu,..nt Income T .. 
Foreign OefWiwd Income Tax 
Forelgnlnv-.nt Tax C..-

Fortllgn Income T .... 
TotallnCOIMT-

E ofSubs 

Mlnot1tylnte7at 
~mtd Stoc:lt Dividend Subs 

Eatnl to Common Srw.holde.-

NET INCOME !LOSS) NODE befo"' PS 
Oowbfl C".Q:oft N« Income,... alt• PS 

Page9 

Kentucky P-r Kentucky~ Kl!1tucky P-r Kentucky~ 

lntConaol Company. Olalrlbutlon Company. Ge.....Uon Company-
Transmission 

GLSI011 110 117 110 
Actual Actual Act ... l Actual 

Yltl Jul ·2014 Yltl Jul2014 Yltl JUI 2014 Yltl Jul 2014 

11,011 31,1112 <42,546 7,340 

(1,495,174) 112Z,507) 
(1,415,17<4) (122,~07) 
21537H7 1103175 

135 e as1 121 

28125,101 3,786,344 13,2SO,OS6 11,088,671 
(423,474) (262.310) (129.959) (31.208) 

27,701,127 3,524,034 13,120,127 11,057,465 
26.734,608 2,855,966 21,867,003 2,211,639 

434,435 218,898 174 596 40,942 
(29, 139,521) (4.363.n1) (23,920,662) (855,088) 

(40,885) 0 (40,885) 0 
(2,011,363) (1,al,901) (2,119,148) 1,317,413 

(56,022) (8,820) (1 3,4~) (33,720) 
(56,022) (1,120) (13,412) (33,720) 

25,634,242 2,226,307 10,881,.,7 12,421,237 
4,886. 173 249,761 2,708,631 1,927,n8 

(73,502) (45.528) (22.557) (5 ,416) 
4,112,670 204,235 2,111,014 1,122,312 
(356.720) 0 (356,720) 0 
(351,720) (3541,720) 

4,455,150 204,235 2,329,354 1,122,362 

30,010,1.92 2,430,542 13,318,0$1 14,343,591 

1117 24 t109fl 

s 251443 4 221117 23 344 2411 113 

443 4221117 231 344 24110113 

52,251,443 4,221 ,117 23,126,344 24,110,913 
(0) 0 0 
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AMERICAN ElECTRIC POWER COMPANY Poge 10 

BALANCE SHEET Kentucky Power Kentucky Power Kentucky Power kentucky Power 
GLS8216 lntConsol Company- Company ·Generation Company-
YTOJul2014 r! GLSI216 110 117 110 .I GW11T.!n413:25 I 

Lopvt : GLIU11 I J 088 V2014-47. - GI...JI"l._8EC ......._ Ufllt:UGMI!NT_COIU YTOJul2014 YTDJu12014 YTOJul2014 YTOJul 2014 
I 

Cuh and Cuh Equivalents 557,112 557,112 0 0 
Other Cash Depoe Ita 0 0 0 0 

Customers 22,266,184 9,926,239 10,016,714 2,323,232 
Accn!ed Unbl!led Revenues (9,29Q,374) (9,681,440) 391,067 0 
MlscaUaneous Accounts Receivable I 29,085,775 7,701 ,203 71 ,692,390 11.421 .00~ r 
Allowances for UncoUectlble Accoui\IS nss~1 1 · .1169!41 111 628J 

Accounts Receivable 42,033,044 7,928,081 12,011,543 13,744,233 r 
Advances to Afflllataa 72,514,272 (13,30l,942) (29,776,818) 115,599,032 
Fuel, Matartal!l and Supplies 59,756,909 2,33!1,931 56,506,229 910,740 
Rlak Menagement Contracta • Current 

' 
4,307,253 4,105 4,302,441 0 

Marvin Deposita 2,009,740 1!1,123 1,!1!10,617 0 
Unrecovered Fuel • Current 10.,501,106 0 10,.501,106 0 
Other Current Regulatory Asaels 0 0 0 0 
P1'81111vmanta and Other Current Aneta 379!1 019 2,870,117 742148 116 053 

TOTAL CURRENT ASSETS 195,471,924 413,013 126,355,613 130,440,058 

' Electric Production 1,147,857,440 751,874,796 1,611,733,157 510,219,712 
Electric Transmission 513,528,045 0 0 0 
EJec:trtc: Distribution 713,356,635 0 0 0 
General Property, Plant and Equipment 511,615,061 199,571 4,169,316 1,160,479 
Conatructlon Wotti-ln.Progrwaa 79,319,866 9,397,775 21,839,432 42,012,659 

TOTAL PROPERTY, PLANT end EQUIPME.NT I 2,965,677,047 761,472,142 1,643,741,975 553,482,929 
l111: Accumuletad OIPraclatlon and Amortlz.ltlo 1988,96-4,024) 1242.852 0001 1575,226,3811 IH 0,885,643h 

NET PROPERTY, PLANT end'EQUIPMENT ' 1,971,713,023 525,620,142 1,061,515,584 312,577,216 
' Net Reguletory Aaaeta 214,021,012 101,745,239 58,5!10,830 55,&14,913 

Securitized Transition Aaaeta and Other 0 0 0 0 
Spent Nuclear Fuel and Decommlsalonlng TNatl 1 0 0 0 0 
lnvntmenta In Power and Dletrtbutlon Projecta 0 0 0 0 
Goodwill 0 0 0 0 
Long-Term Risk Management Aaaels I• 2,010,612 0 2,010,612 0 
EmployH Beneftls and Pension Aaseta 15,721,107 .cs,m 15,228,674 447,358 
Other Non Current AaHta 9,151,947 3,711,043 4,171,946 1,191,951 

TOTAL OTHER NON-CURRENT ASSETS 241,&05,517 105,572,059 71,009,231 58,024,227 

TOTAL ASSETS It 2.413 791 465 631 805·214 1.272.110 499 571 041 571 

1! I 
Accounts Payable II 11,714,605 65,211,169 73,301,877 4,985,679 
Ad\la·nc:aa from Amllatn 0 0 0 0 
Short-Term Debt 0 0 0 0 
Other Currant Regulatory Liabilities 0 0 0 0 
Long· Term Debt Due Within One Year Non·Afflll lad 265,000,000 0 265,000,000 0 
Long-Term Debt Due Within One YNr. Afflllatec 20,000,000 7,063,&00 7,358,800 5,579,800 
Risk Management Liabilities 521,599 779 520,120 0 
Acc:NedTaxu 34,465,104 11,153,332 8,052,313 111,280,011!1 
Memo: Property Taxes 12,193,486 6,1 40,917 2,267,343 3,785,226 
AccNed Interest 9,521,920 3,372,270 3,516,253 2,640,397 

Rlsk Mani!Qemen! Collaleral 307,188 0 307,188 D 
UIDily Customer Deposits 24.890,779 24.890.779 0 0 

Dapoalta • cuatomer and Collateral 25,197,961 24,1190,7711 '307,181 0 
Over-Recovered Fuel Costa ·Current I 0 0 0 0 

Dividends Declared 0 0 0 0 
Preferred Stock due WIIN 1 Yr 0 0 0 0 
Obflgations under Cap!lalleases - Curten! 1.149,142 500,002 505,752 143,388 

Tax CoUec!loJls Payable 2,187,996 2,091 ,087 90,742 6,168 
Revenue ReflmdS - Acaued 1,156,158 0 36,562 1,119,596 
Acaued Rents - Rockpol1 0 0 0 0 
Acaued · P~l 1.5110,310 611 ,860 8118,972 79,479 
Acaued Rents 1,207 1,207 0 0 

I 
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AMERICAN ELECTRIC POWER COMPANY Pogo II 

BALANCE SHEET Kentucky Power Ktntucky Power Kentucky Power Kentucky Power 
GLSI21 & lntConsol Company - Company - Generation Company-
YTOJul201 .. GLSI211 110 117 110 
011'111Xn.4,l2S 

-!GUa11 

09BV201~7- - fC ........_ UJeaEGIIEJfT_COIII YTOJul2014 YTDJu1201• YTOJu1201• YTOJul2014 

Accn.lediCP 4.6zo.m 1,790,625 2.654,891 175.261 
Accrued VacaUons 5,171,837 2,035.786 2,879,828 256,223 
Mise Employee BenerJts 1,327,.052 <!88,094 833,872 5,087 
Payrol Deductions 203,089 89.147 102,001 11.9<11 
Severance I SE.I 0 0 0 0 
Accrued Workers Compensation 695,623 279,632 395,483 20,508 

2530022 Customer Advance Re-ceipts 1,314,527 1,314,527 0 D 

Customer Advance 1.314.527 1,314,527 0 0 
2420511 ConiR>I Clsh llbbU!M Accoun1 3,967,125 3.967.125 0 0 

Control Cash OisbUTSement Account 3,967,125 3,967,125 0 0 
JMG Liability 0 0 0 0 

2420088 Ec.an. Development Fund CUlT 116,500 0 116,500 0 
2420506 EsiFilllt>Ong Cost - Bonds (II~ Jill 'I 0 p •U tl) 0 
2420512 Un<111mod Funds 70.,217 70,217 0 0 
2420542 Ace CHh FranchiSe Req 64,503 64,503 0 
242059214 Sales Use T n . leue .Eq~p !2 0 43 39 
2420643 AcctUid Audit FH• 50,207 10,561 :13,023 6,623 
2420656 Federal llllt>Qo~on At=U (NSR) ~.,26 0 554,326 0 
242~ ST Stale M!tioalion o.f (NSR) 246.141 0 246,141 0 
2530050 Ooi81'Ted Rov -Pole Anachmonts 52,815 52,815 0 0 
2530112 Oilier Oele<ml Credits-CulT 221,616 0 22Ul16 
2530124 Con!tln Aid orconstr Advonce 27,942 27,942 0 
2530177 Oet.rred R•v·Bonus La11a Curr 431,564 0 431,564 0 

Mise Cum:nt and Accn.led llabilllles 1,716,522 226,038 1,483,822 6,663 
Current Other and Ac:cnled Uablltues 23,94Z.222 12,895,127 9,366,173 1,660,922 

Other Cumont Uabllltln 25 091 364 13 395 1 21 9171 125 1 824,310 
TOTAL CURRENT liABIUTIES ..S1 ,590,259 122,094,757 3&7 ,134,046 33,290,275 

long-Term Debt- Arllllated 0 0 0 0 
Long-Term Debt - Non Afflllated 530,000,000 187,115,400 tN,t .. 9,900 147 ,1&4,700 
long-Term Oabt- P,.mlums and Dlacounts Un. (514,069) (181 ,559) (189,090) (143, .. 20) 

Memo - L TO NonA11iflated and Premiu 529,485,931 181,003,841 194,760,810 141.721,280 
Long-Term Risk Managamentllabllilles - Hedge 0 0 0 0 

2440002 LT Unreal Lonas. ·N.., Mil 1,133,051 3.4:13 1,129,618 0 
Long-Term Risk Management Liabitltias- MTM 1,133,051 3,433 1,129,618 0 

Long-T•rm Rlak ManagementUabllltln 1,133,051 3,-'33 1,129,611 0 
Deferred Income Tun 553,171,114 111,2113,239 265,431,519 119,470,05& 
Def111'1'11d Investment Tu Credits 61,725 15,345 24,346 30,035 
Reguletory Uabllltln and Oefemod Credits 25,165,336 (32,345,866) 113,905,398 (6,394, 197) 

Memo - Reg Uab and Def lTC 25,23S,De2 (32.330,521) 63,929,745 (6,364.162) 
A111et Retirement Oblls-tJon 6!,589,918 83,011 63,506,900 0 
Nuclear Oec.ommlaslonlng 0 0 0 0 
Employee Benefits and Pension Obligations 7,124,5:1<( 3,057,157 4,869,491 97,179 
Truat Preferred Securttlu 0 0 0 0 
Cumulative P~t~ferrad Stocks of Subs - Mandato Red 0 0 0 D 

Obligations Under Capnatleases 3.539,410 1,370,302 1,719,063 .. 50,045 
Oef Credits - Income Tax 683,71 .. 362,465 278,593 42,656 

253011. Fedort Mlbgalion Oel•rai(NSR) 1,110,644 0 1,110,644 0 
Del Credits • NSR 1,110,644 0 1,1 10,644 0 

Customer Advances !or Construction 115,127 115,727 0 0 
Oaf Gain on Sale/leaseback 0 0 0 0 
Osfemtd Gain on Sa.le and leaseback - R 0 0 0 0 
Oef Gain oil Olsp of UUilty Plant 0 0 0 0 

2530000 Other o.fOI'od Credits 4,673 0 4.673 0 
2530067 lPP -Sysiem UP9f'ldo Crodlll 273,956 0 273,958 
2530092 Fb< Opllns-Jn Kind Sv-Ofd Gns 153,162 153,162 0 0 
2530137 Fbr OpllnS..Salci-Oeld Rev 95.266 0 95.266 
2530178 Oefal"''ed Rev...Bonus Leue NC 1,618.365 0 1,618,365 0 

Del Cred'~.s - 0!11er 2.1~.<12 .. 153.162 1,623,038 369,224 
T alai Other Deferred Credits 2,281,151 268,889 1,623,038 36g,224 
ACQJmulated Provisions • Rate RefUnd 0 0 0 0 
Aca.~mulated Provisions • Mise 815,500 0 815,500 0 
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PtiJO 12 all 

AMERICAN ELECTRIC POWER COMPANY 

BALANCE SHEET 
GLS8216 
YTOJul2014 
DM 1/l014 13;2$ 

098 V20t4-D7-
L.~vwt : c:u.au11 

~o~_IEC ...... Uiiilt;IEGIIf flf_.COJfl 

TOTAL NON-CURRENT LIABIUnES 

TOTAL UABIUnES 
Cumulltlve Pref Stocks of Subs -Not 1ubjec:t M1nd 
Minority Interest - Deterred Cr-cllta 

-~ J! 1' ,-.Jr, ·:w~ ;:1--f 1 •l~r!-':.- r1.LJIT, 

Common Stock 
P1ld In Cepltel 
Premium on C1pltel Stock 
Retained Eamlnga 
Accumul1ted Other Comprehensive Income (l 

TOTALSHAREHOLDERS'EQUITY 
Memo: Total Equity 

TOTAL LIABIUnES AND SHAREHOLDERS' EQU 

out-of-balance 

Pogo12 

Kentucky Power Kentudly Power Kentucky Power Kentucky Power 
lntConaol Company - Comp1ny • Generation Company -
GLSI21& 110 117 180 

YTOJul2014 YTOJul 2014 YTOJul2014 YTDJul2014 

• 410 418 2 001,656 5 546,837 861 9.25 
1,188,830,729 328,062,523 598,981,928 211,78&,2711 

1 &50 420 918 450157 210 9&6 915 974 29507& 553 
It 0 0 0 
0 0 0 0 

50,450,000 22,.404,049 10,287,603 17,758,348 
517,451,453 108,025,371 327,314,248 84,039,836 

0 0 0 0 
201,8411,3117 53,084,311 (25,353,754) 174,218,110 

(6,481,344) (65,798) (6,363,570) (51,976) 
763377477 181447 934 305 96 524 275 965 011 
763,377,477 181,447,934 305,964,524 275,965,018 

2,413,791,465 631 ,105,214 1,272,180,499 571,041,571 

IPI 0 0 (0) 

HJIGL~MK Tum\Roglllatoty & Govemmet~tal Repartsll(aniiJdly Pawet MonUlly Report KPSC\201412014 07 J\lly\2014_7 GlSS21&-I(Is 
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Run Date: 0810912013 13:17 

X_OPR_COS Rpt iO: GLR2200V Layout:: GLR22 

KYP_CORP Cl V2099-01-01Aa:t:PRPT_ACCOUNT BU: GL_p PT c:ONS 

ASSETS 

PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL 
CONSTRUCTION WORK IN PROGRESS 
ELECTRIC UTILITY PLANT 

Net NonUiility Property 
Investment In Subsidiary & Associated 
Other Investments 
Other Special Funds 
Allowance - NonCurrent 
Long Term Energy Trading Contracts 

OTHER PROPERTY AND INVESTMENTS 

Cash and Cash Equivalents 
Advances to Affiliates 
Acct Reo - Customers 
Acct Rec - Miscellaneous 
Acct Rec - AP for Uncollectible Accounts 
Acct Rec - Associated Companies 
Fuel Stock 
Materials and Supplies 
Accrued Utility Revenues 
Energy Trading 
Prepayments 
Other Current Assets 

CURRENT ASSETS 

REGULATORY ASSETS 

TOTAL DEFERRED CHARGES 

TOTAL ASSETS 

CAPITALIZATION and LIABILITIES 
COMMON STOCK 
Authorized; 2.000,000 Shares 
Outstanding: 1,009,000 Shares 

Common Stock 
Premium on Capital Stock 
Paid- In-Capital 
Retained Eamln s 

COMMON SHAREHOLDERS' EQUITY 

Page 10 

Kentucky Power Corp Consol 
Comparative Balance Sheet 

July 31, 2013 

Month End Balances December Balances Variance 
2013 Last Year $ 

560,353,613.06 558,934,668.00 1,418,945.06 
491 ,204,759.66 490,152,082.00 1,052,677.66 
672,713,158.90 652,615,328.83 20,097,830.07 

60,916,643.83 57,451,300.18 3,465,343,65 
51 ,735,106.99 44,281 ,291.91 7,453,815.08 

' ,836,923,282.44 1,803,434,670.92 33,488,611.52 
(646,444,574.92) {62.4,238,902.51) (22,205,672.41) 

1,190,478, 707.52 1,179,195, 768.41 11,282,939.11 

2,654,986.88 5,498,717.60 (2,843,730.72) 
0.00 0.00 0.00 

257,415.67 260,727.67 (3,312.00) 
0.00 0.00 0.00 

2,361,233.00 2,361,232.37 0.63 
4.881,000.29 6,881,654.77 (2.000,654.48) 

10,154,635.84 15,002,332.41 {4,847,696.57) 

1,449,717.79 1,925,747.09 (476,029.30) 
19,927,105.24 0.00 19,927,105.24 
14.239,196 .. 44 12,676,052.64 1,563,143.81 

1,521,502.98 3,141,697.43 (1,620,194.45) 
(18,278.76) (141 ,538.08) 123,259.32 

60,505,83483 9,241,088.58 51,264,744.25 
50.663,910.98 69,147,176.47 (18,483,265.49) 
21 ,057,551 .59 25,061,279.42 (4,003,727.83) 
(5.838,863.21) 816,939.53 (6,655,802.74) 
6,225,310.09 6,174,819.72 50,490.37 
2,427,973.62 1,569,794.80 858,178.82 
1,330,336.89 1,660,942.94 (330,606.05) 

173,491,296.47 131,274,000.53 42,217,295.95 

213,009,841.46 214,900,829.18 (1 ,890,987. 72) 

68,730,099.11 78,498,798.33 (9,768,699.22) 

1,655,864,580,40 1,618,871,728.86 36,992,851.54 

50,450,000,00 50.450,000.00 0.00 
0.00 0.00 0.00 

238,552.728.41 238.341,119.49 211,608.92 
204,611 j 735.34 190,818,915.56 13.792,819.78 
493,614-,463.75 479,610,035.05 14,004,428.69 

0.00 0.00 0.00 
0.00 0.00 0.00 
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II 
Run Oste: 08/0912013 13:17 

.X_OPR_COS Rpl 10; G~R2200V Layout GLR2200~ 
KVP CORP Ct V2099-01·01 ~ PRPT _ACCOUNT BU: Gl_F~PT CONS 

CUMULAnVE PREFERRED STOCK 

TRUST PREFERRED SECURITIES 

Long-Tenn Debt Lass Amt Due 1 Yr 

CAPITALIZATION 

Obligations Under Capital Lease-Nc nCurrent 
Accumulated Provision Rate Relief 
Accumlated Provision - MisceUanou! 

Other NonCurrent Liabilities I 
Preferred Stock Due Within 1 Year 
Long-Term Debt Due Within 1 Year 
Accumulated Provision Due Within 1 :Year 
Short-Term Debt 
Advances from Affiliates 
AlP General 
AlP Associated Companies 
Customer Deposits 
Taxes Accrued 
Interest Accrued 
Dividends Accrued 
Obligation Under Capital Leases 
Energy Contracts Current 
Other Current and Accrued Llabilitie 

Current Liabilities 

Deferred Income Taxes !I 
Deferred Investment Tax Credits-
Regulatory LlabiiiUes .l 

2440002 L T Unreal Losses - Non Affil 
2440022 UT Liability MTM Co11ateral 
2450011 UT Liability-Commodity Hedges 

Long-Term Energy Trading Contracts 
2520000 Customer Adv for Construction 

Customer Advances for Construction 
Deferred Gains on Sale/Leaseback 
Deferred Gains on Dispostlon of Utili!) Plan I 

2530000 Other Deferred Credits 
2530022 Customer Advance Receipts 
2530050 Deferred Rev -Pole Attachments 
2530067 IPP - System Upgrade Credits 

I• 2530092 Fbr Opt Lns-ln Kind Sv-Dfd Gns 
It 

2530112 Other Deferred Credits-Curr 
2530114 Feder! Mitigation Oeferai(NSR) 

I! li 

Kentucky Power Corp Consol 
ComparaUve Balance Sheet 

July 31, 2013 

Month End Batancu December Balances 
2013 Last Year 

0.00 0.00 

0.00 0.00 

549,319,206.25 549,221 ,950.00 

1,042,933,670.00 1,028,831,985.05 

1 ,948,068.32 1 ,67 4,300.89 
0.00 1,635,430.00 

35,709,993.88 34,033,79<4.12 
37,658,062.20 37,343,525.01 

0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 0.00 
0.00 13,358,855.63 

20,837,973.83 30,336,776.64 
85A13,873.87 41.052,680.18 
24,554,945.42 2.3,484,964.81 
5,731 ,408.79 6,548,714.64 
9,206,898.51 7,166,695.02 

0.00 0.00 
1,246,137.64 1,403,875.95 
3,087,695.60 3,320,068.02 

16,073,561.96 17,797.808.10 
166,152,495.61 144,470,438.99 

391,522,277.17 385,153,166.17 
221,586.88 355,758.82 

11,200,123.03 13,831,965.72 

3,205,154.43 1 4,200,196.07 
(266,827.00) (582,545.00) 

1,540.00 82,731.00 
2,939,867.43 3,700,382.07 

56,251.531 63,177.74 
56,251.53 63.177.74 

0.00 0.00 
0.00 0.00 
0.00 0.00 

1,583,777.81 2,634,497.53 
86.555.17 78.940.35 

265,231.99 260.279.72 
159,302.00 162,614.00 
221,616.17 1,113.326.72 
754,941.55 754.941 .55 

Variance 
$ 

0.00 

0.00 

97,256.25 

14,101 ,684.95 

273,767.43 
(1,635,430.00) 
1,676,199.76 

314,537.19 

0.00 
0.00 
0.00 
0.00 

(13,358,855.63) 
(9,498,802.81) 

44,361 ,193.68 
1,069,980.61 
(817,305.85) 

2,040,203.49 
0.00 

(157,738.31) 
(232,372.42) 

(1.724,246.14) 
21 ,682,056.62 

6,369,111.00 
(134,171.94) 

(2,631 ,842.69) 

(995,041.64) 
315,718.00 
(81.191.00) 

(760,514 .64) 
(6.926.21) 
(6,926.21) 

0.00 
0.00 
0.00 

(1.050.719.72) 
7.614.82 
4,952.27 

(3,312.00) 
(8~1 .710. 55) 

0.00 

Page 11 
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Kentucky Power Corp Consol 
Comparative Balance Sheet 

July 31, 2013 
Run Date: 0810912013 13:17 

X_OPR_COS RptiD: GLR2200V Layout: GLR22001 I Month End Balances December Balances Variance 
KYP CORP Cl V2()99..0t-Ot N:ct: PRPT ACCOUNT BU: GL P ~PT_CONS 2013 Last Year $ 
2530137 Fbr Opt Lns-Sold-Oeftl Rev 

II 
108,821.87 116,729.42 (7,907.55) 

Other Deferred Credits 3,180,246.56 5,121 ,329.29 {11941,082.73} 
Deferred Credits 61176,365.52 8,884,889.10 j2l08,523.58l 

DEFERRED CREDITS & REGULATED U !'BIUmES 409,120,352.60 408,225,779.81 894,572.79 

CAPITAL & LIABILITIES 1,6551864,580.41 1,618,871,728.87 36,992,851.55 

I 
Statement of Retamecl Earnmgs 

BALANCE AT BEGINNING OF YEAR 190,818,915.56 171,840,462.36 18,978,453.21 
Net Income (Loss) 26,292,819.77 50,978,453.21 (24,685,633.43) 
Deductions: 

Dividend Declared On Common Stock (12,500,000.00) -32,000,000 19,500.000.00 
Dividend Declared On Preferred Stock 0.00 0 0.00 
Adjustment in Retained Earnings 0.00 0.00 0.00 

Total Deductions (12,500,000.00) (32,000,000.00) 19,500.000.00 

BALANCE AT END OF PERIOD (A) 20.,611,735.34 190,818,915.56 13,792,819.78 

(A) Represents The Following Balances J. 4 Encl Of Period 

215.0 Appropriated Retained Earnings 0.00 0.00 0.00 
215.1 APpr Retnd Erngs - Amrt R.sv Fed 0.00 0.00 0.00 

Total Appropriated Retained Earnings 0.00 0.00 0.00 

2160000-1 Unapprp Retained Earnlngs Unrestr 190,818,915.56 171,840,462,36 18,978,453.21 
2160002+ Unapprp Retained Earnings Restr 0.00 0 .00 0.00 
210.0 Gain on Reacquired Pref Stock 0.00 0.00 0.00 

Net Income Transferred 13,792,819.78 18,978,453.21 {5, 185,633.43~ 
Total Unappropriated Retained Earnings 204,611 ,735.34 190,818,915.56 13,792,819.78 

216.1 Unapprop Undistributed Sub Earnings 0.00 0.00 0,00 
418.1 Equity Earnings of Subsidiary Co 0.00 0.00 0.00 

Total Unapprop Undistributed Sub Earnin s 0.00 0.00 0.00 

Total Olher Retained Earnings Accounts 0.00 0.00 (0.00) 

TOTAL RETAINED EARNINGS 204,6.1 1, 735.34 190,818,915.56 13,792,819.78 
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KENT\JCI<Y POWER COMPANY PagtU 
DETAil. OF ELECTRIC UTlUTYPROPERTY 

Final Dlff212014 YEAR TO DATE-July, ZD14 

GlR7210V 01/fZ/14 07:12 

BEGIHNING ORIGINAL COST ENDING 
BALANCE ADD mONS RE11REMENTS ADJUSTMENTS TRANSFERS BALANCE 

unurr PUI!!T 

1011106 GENERA noN ~ .~78,61W,251 ,68 125.539.704.96 (2.-426.401 .52) (9.12) 0.00 1,801 ,797.~.20 

TOTAL PRODUCTION 1,471,514,251 .•• 1Z5,535,7D4.H (Z,428,401.52) (t.1Z) !1.00 1,101,7'7,54$.20 

101/106 TRANS!o!ISSION 503.165.sneo M10,37&.07 (180.573 08) 0 .00 0.00 509,415,376.79 
1011108 DISTRIBUTION 733.776,590,81 26,327,005.15 (4,566,93&.62) 0,00 0.00 755,536,660.34 

TOTAL (ACCOUNTS 101 1.101) 2,715,52S,414,At 161,277,011.11 (7,1U,tJ0.22) (t.121 o.oo Z.165,741,5U.33 

10!1001112 CAPITAL LEASES 6 ,279,149.17 0.00 0 .00 393,053,48 0,00 6,672,202.65 

102 ELECTRIC PLT PURCHASED OR SOLD 0.00 0.00 ·0.00 0 .00 0.00 0 .00 
1140001 ELECTRIC PLANT ACOUISmON 0.00 0.00 0.00 0 ,00 0.00 1).00 

TOTAL ELECTRIC PUINT IH 5ER111CE Z.7Z1,805,513.58 151,277,011.11 (7,1U,.t10.22) 313,044~ 0.00 Z,873,4Z1,7U.tl 

1050001 PLANT HELD FOR FUTURE USE 1,405,958.13 0.00 0.00 0 .00 0.00 7,405,958.73 

107000)1 CONSTRUCTION WORK IN PROGRESS: 

107000X BEG. BAL 128,599,148 19 
107000X ADDIT10NS 66.419,993.55 
107000X TRANSFERS (115699.275.5Sl 

1o1000x ENO. BAL 49 279.282.00 79,319,866.19 

ToTAL ELECTRIC UDUTY P1..AHT -~157 tiD 570-11 101-117101.11 _[1, 151 t10.ZZ 113_,11&4.15 UIO Z,HD 147 &10.10 

NONU!!UTY PWT 

1210001 NONUTlUTY PROPERlY-OWNED 995.120.00 000 0.00 0.00 0.00 995,120.00 
1210002 NONUTlUTY PROPERTY·LEASED 0.00 0.00 o.oo 0.00 0.00 OJIO 

124~29 OTHER INVESTMENTS 4,Sl4,31S.74 0,00 0.00 (0.03) 0.00 4.534.315.71 

TOTAL NONUTlUTY PLAHT 5521415.74 0.00 0.00 0.03 O.OD 6121.435.71 

f'«t. 107 Transfm (115,699,275.55) 
f'«t.10116 Additions 158,277,088.18 

Pmpan!d by. PSnVislon Repor1 GLR7210V 42.577,812.63 
Reviewer: Clnay Bud<bee - Prop f'«t.g Canton 
Source• of Info: Powerplanl Reports and PS Gl.. ARO • ASHln Bia Sandv Ash Pond 0712014 42.577,812.£3 

II 
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KENTUCKY POWER COMPANY Page f4 
Final Dl/1 712014 ACCUMU .AlBl PROVISION FOR OEPRECIATlON, AMORTIZATION, & DEPt.ETlON 

YEAR TO DATE- Jut~, 2014 

GUl7410V OIIUM4 07:11 

B!:GINNCNG PI~_?N ORIGINAL NET REM/ TIWISFER/ ENDING 
BAI.AHCE ODATE COST SALVCOST ADJUSTMENTS BALANCE 

UT1UTY PLANT 

NUCLEAR 

I 
1080001/11 OTHER 0.00 
1080009/10 OECOMMISSIONING COSTS 0.00 

TOTAL NUCLEAR 0.00 

1080001111 PRODUCTION 599,504,126.89 32,832,389,68 (2.~26.401 .S,Z) (1,64<1,395.34) 0.00 628.265,719.71 
1080001/11 TRANSMISSION 161,537,795.18 5.047,838.98 (160,57S.08) (240,721 .33) o.oo 166,18C,337.73 
1060001111 DISTRIBUTiON 192,744,660.64 14,790,343.8C (4,566,935.62) (1 ,081,660.89) 0.00 201,866,407.97 

1080013 PRODUCTION (3,620,015.26) 0,00 0.00 0,00 (305,54-i.24) (3,925,559.50) 
1080013 TRANS,.,ISSION 0.00 0.00 0.00 o.oo o.oo MO 
1080013 DISTRIBUTION (26.698.65) 0,00 0.00 0.00 15.359.29) (92,058.14) 

RETIREMENT WORK IN PROGRESS (8,320.252.52) 0,00 0.00 13,684,858.72) 2,9613.7Tt.SJS (9,018,333.68) 

TOTAL (101X acco11nt.1 .. , ,., ••• , •• 07 52,1711,&7UO (7, 1Sl,11D.UI (&,ll1,SU,%11 2,U6,174.03 113,360,514.10 
I 

I 
NUCLEAR o.oo 

1110001 PRODUCTION 10,429,350.87 791,534.74 0.00 0.00 8C,795,27 1 1,!105,6110.88 
I tl0001 TRANSMISSION 1,607,792.68 J.C3,40UO 0.00 0.00 0,00 1,951,200.38 
1110001 DISTRIBUTION 7,1li2,58C.75 895,079,62 0.00 0.00 o.oo e,on.B84.37 

TOTAL (111 X accountll 11,21!,721.30 2,030,0z.t.O& 0.00 0.00 M,71U7 21,334,545.13 

1011006 CAPfT Al LEASES 1,669,o467.09 0.00 0,00 0.00 114,18C,19 1,993,651.28 

1150001 ACOUISffiON ADJUSTMENT AMORT 0.00 0,00 0,00 0.00 0.00 0.00 

TOTAL ACCUM DEPR & AMORT. tf2,101,11Ul 14 70Dii2.K (7, 163 11D.1il t•&;; uua UUISUiJ t OO&.IJI 7it .01 

~ONI!DUTY PLAN! 
!( 

1220001 Oepr&Amrt of Nonuu Prop..Qw11d 214,955.15 I 3,890.67 0,00 0.00 0.00 218,646,42 
1240027 ·Oiher Property- RWIP (3,400.00) 0.00 0.00 0.00 0,00 (3.400,001 

TOTAL NONUT1UTY PLAHf 211 555.75 31110.17 o.oo o.oa 0.00 215""-'2 

PrwpNed by. PSnVISlon Report GLR7410V 
Reviewer. Clnd1 Bud<bee - Prop Al:dV canton 
Scurats or InfO: Powe~J~Iant Report» and PS GL 

I 

I) 

I• 
I 

I 
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September 241 2014 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-0615 

American Electric Powe1 
1 R1versfde Plazlt 
Columhijs, OH 43215 1373 
AEP.com 

Please find enclosed August 2014 Financial Report pages for Kentucky Power Company consisting of the 
following: 

Income Statement: 

1-9 Income Statement 

1-3 Details of Operating Revenues 

4-7 Operating Expenses - Functional Expenses 

8-9 Detail Statement of Taxes 

Balance Sheet: 

10 Balance Sheet- Assets & Other Debits 

10-12 Balance Sheet - Liabilities & Other Credits 

11-12 Deferred Credits 

12 Statement of Retained Earnings 

Utility Property: 

13-14 Electric Property & Accum Prov for Depr & Amrtz 

i:p~ 
Brian J. Frantz 
Manager - Regulated Accounting 
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Amerf~n Elec:trtc Power 

GLSI018 
Y1t) Aug 2014 
0911110'201~ ·~56 
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4470056 
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44700112 
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•<t7009l 

INCOME STAl91ENT 

.._III:OUID16 -- CT SEC 8"-•tn- Unn.: SEG1!1EJCT CCH$ 

Rndf't'l!lal Sat""WISPK• H!g 

Restc»rmal Sates.W'O S~e HI 

R.vdentt.al Fwl RN 

R._,ue- Ruklentlal S.ln 
oomm.m.,s-. 
SMe.stoPvb~ -~ 

S"'e-•to Pub A.UIIh • Ex Sohoolt 
COI'IVM:Ititf FUel~~ 

Revenua- Oammen:t.l Sales 
R-nue •Industrial S.les-Aftlllatled 

tlld-s.ln fElrd ..... , 
INS SUei,NonAJI:I(Inc:f Minn) 

I ~IIStr.aiFUIIPIRn 

R-nue -lndustrtel Sales - NonAIIIllaled 
Rwenue -Industrial Sola 
R-""" • Goa Ptoducts Sales 
Revenue· Gu Tranaportdon & Storage S.les 
Rwenue - Gu Transportation & Storage Sales- Aftlllatecl 

Pubc su~ UQtiOI'!O 
PlltJIIC Sl & tfwy Ugi'C Full! Rev 

R-nue - Othef Retail $Illes 
R-nue- Other Retail S.lu - Aftlllortood 

Revenue - Ratall Salu 
0\h Efec-R""Tm·M~l rnf Pnc. 
PJM NITS RC't'*"u.e ~ MltiM.O 

PJ,..lOAd!rl SeN~w-AJf 
PJM AfNII(td Hal"' NITS Cml 
P.JM AlfiiiiMect Trans iO Colt 
A1f•i PJM Trans EM•u::mnc Rev 

,Mil PJM Trans E:MII"tnJI'lt Cost 
PROVISION RTO Coat • M 
PROVISION RTO R., ...... ,ed 

Ro--Trenomlnlon-Aftlllaled 
ll~ Rtv ·Otck W1!~up 
PJMTfMIIo&ett~OS$ 

PJM trintm lgn, ctJ.•vn "' lSE 
PJMTrWitfJ:'kruCI"t!G1a..t.SE 

PJM hNm lou chJJgo.OSS 
RTO Fo~on COlt Reccvery 
PJM ~n CCl'll RecxW 

PJM Potl'll 'o F'olnl T,.ns S\te: 
PJM Tt111.1 C>M'tlf Adtnln Rn 
P JM NtfWI:IIi.tnt•a ,.,.,.. sw 
Olt\ Eire Rev »-ns Noo AlfiJ 

1J:..IMP'owfecC•t:Rt-v.....,..,~ 

P JM NCTS R•~nu. 'M'ttf 04-N.M 
PJM TO S.rv RoY Wit C\4-NNf 

Non,yil PJM Tr~ EM~ Rev 

NAtfPJMRTEPRtvt~~ 

PROvtStO/i RTO Re; w..tcu .. NAt 
PROVISION RTO Rev- Non.Ait 

RIIVe"u•- Tranomlnlan-H0!1Aftllllted 
Revenue- r .. nsmlsalon 

SIIUicr~nll• .. ~oe-Cot 

58 fo; R-' • Fu.t R•V· Al:soc 
S1!H I« Rn.AK ~ EniiCW 

R-nue • R .. ale.Aiftllaled 
Satn rot Rn•e · Noi\Aaaoe 

s-:n ror R~•8oottctA .S•t• 
SM tot RNII•Boobur Putc:l'l 
~OAII'IF'uciR.-v-

S.~eUie · NAt- FueiRev 

~~A.UihBIHMI'I 
P'IMl Tr~MQ Tt•na etp.f\lo4'tAuoc 

F•nane~t.l S:P'ik GM, • Rhkl.ed 
flfi•MI~ 8ec:tnc: ReWed 

PJM EI"'IDV Slltt Mat~ 
P JM tft'\ptlc:t Cong:enon-t.SE 

Pa~1 

KOfllueky-r K-..ekyP-r Kentucky Power 
C:amplnY- Dlttrlbutfan Company- Genoretlan C:om,.ny-

T11111Smlulan 
117 180 

Aclu.l A duel 

2014 YmA 2014 YTDAu 2014 

81 ,828,184 81 ,449,543 378,641 0 
37.073,099 38.832,745 240.355 0 
52.066,435 52,066,o435 0 0 
70,167,711 170,341,722 &18,995 
51 ,110'1.142 51 ,760,873 43,:!119 0 
9,229,333 9 .142,422 86.911 0 
9,667,583 9,6ol5,679 21,884 0 

30,145,677 30,145,677 0 0 
OO,e4e,715 100,894,851 152,084 

43,019,433 42,819,221 200,212 0 
19,928,243 19,775,701 152,543 0 
82.524,228 82,524.228 0 0 
25,471,904 125,111,149 352,755 
25,471,904 125,119,1411 352,755 

987,390 979,088 8,303 0 
212.522 212,522 0 0 

1,199,912 1,191;609 8,303 

98,486,249 317,354,131 1,132,118 
0 0 0 23,142,332 

12,945,597 0 0 25,118,722 
0 0 0 417.518 

(12.436,087) 0 (24,609,212) 0 
0 0 (417,516) 0 

208,415 0 0 316,634 
(197,463) 0 (305,682) 0 

(1,423,045) 0 (1,423,045) 0 
2.192,597 0 0 2,192,597 
1,210,014 (26,755,455) 51,187,800 

8,790 0 (502,887) 511,677 
1,611 ,116 0 1,611 ,116 0 

(12,865,657) 0 !12,665,657J 0 
1,915.482 0 1,915.o482 0 

(13,085,418) 0 (13,085,418) 0 
2.884 0 (94,800) 97.484 

54,077 0 (58,543) 112.820 
465,375 0 465,375 0 
198,224 0 0 198,224 

10,152.185 0 0 10,152.185 
39,513 0 0 39,513 
4,351 0 0 4 ,351 

1,873,760 0 0 1.873,760 
30,404 0 0 30.404 

316,087 0 0 316,067 
23,663 0 0 23,663 

167,226 0 0 187,228 
977,041 0 0 977,041 

(8,111 ,117) (2U15,333J 14,~,211 
(8,121,10J) (4!1,370,787) 65,892,016 

(262) 0 (262) 0 
282 0 262 0 

5,479,520 0 5,479,520 0 
5,479,510 5,479,520 

3,131 D 3,131 0 
11,725.197 0 11 ,725.197 0 

(11,770,693) 0 (11,770,693) 0 
1,916,111 0 1,916',111 0 

151.584 0 151,564 0 
3,059,977 0 3,059,977 0 

(84) 0 (84) 0 
35,102 0 55,102 0 

1,914.715 0 1,914,715 0 
05,111_174 0 105,111,174 0 

(1 8,095,704) 0 (18,095,704) 0 
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Non-Operating Rental Income 
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Page2 

KontuclcyP_, Kentucl<y P-r Kentucky Powwr 
Company- Distribution Company- Ge_,tlon Compony-

Transml .. lon 
110 117 180 

Actuol Actual Actulll 

YTOA 2014 YTOA 2014 YTOAU 2014 

(2,906,342) 0 (2 •. 906.342) 0 
375,746 0 375.746 0 
622,050 0 622,050 0 

8,481,926 0 8,481 ,928 0 
28,775.4<1~ 0 128.775.~3 0 

l27J 0 (27) 0 
15,119 0 15,119 0 

(56.290) 0 (56,290) 0 
35,467 0 35,467 0 

4,943 0 4,943 a 
(17,359) 0 (17,359) 0 
23,967 0 23.967 0 

1 0 1 0 
(26,841 ,817) 0 (26,841,817) 0 

(14) 0 (14) 0 
2, 189,533 0 2 ,169.533 0 

69 0 69 0 
175 0 175 0 

(175) 0 (175) 0 
(10.998) 0 (10,998) 0 

1,385,701 0 1,365,7a• 0 
81 0 81 0 

260.979 0 280.979 0 
(260,979) 0 (260,979) 0 
(119,770) 0 (119,770) 0 
119,770 0 119,770 0 
637.665 0 637.665 0 

(4,722,555) 0 (4,896, 197) (26,358) 
(0) 0 (0) 0 

28 .. 200 0 28.200 0 
132.995 0 132,995 0 
10,096 0 10,098 0 

411,699 0 411 ,699 0 
(10.423) 0 (10,423) 0 

(27, 185,929) 0 (27' 165.929) 0 
1,305 0 1.305 0 

75,430,741 175,A57,099 (26,351) 

10,910,261 110,831,119 (28,358) 
0 0 297..290,978 0 

173,832 518,254 0 0 
22,77• 0 22,774 0 

111,606 518,254 297,313,750 
2,624,890 2,824,890 0 a 

'260,502 251,464 0 9,037 
83,1119 1,650 57,489 4,050 

3,094.798 3,094,798 0 0 
3,600,567 3,600,567 0 0 
9,&43,746 t,573.181 57,489 13,017 

383 0 983 0 
8,533 0 8,533 0 
8,91& 8,91& 

9,652,M1 9,573,189 88,405 13,017 
9,149,287 1D,ot1,42A 287,310,155 13,017 

21 ,800 21 ,000 800 0 
( 18) 0 (16) 0 

(4,448) 0 0 (;&,446) 
17,338 21,000 714 (4,446) 
17,338 21,000 714 (4,448) 

1.448 470 585 394 
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PJM l~e~tnt ~~ R .. ..OSS 

PJM ll\l~l!I1Mt ~~ Rn-LSE 

PJM AnclltlffY Serv ~vno 

Page3 

Kentucky-r Kontucky-r Kenlucky-r 
Com..-nv- Distribution Comp.tny- GeMAUon Company-

Tnn•mlsslon 
1t7 110 

Actual Actual 

2014 Yll>A 2014 vro Au 21114 

1.W,555 522 1.W,D33 0 
146,003 !192 144,111 394 
146,00) !192 144,111 394 

51,590 51.590 0 0 
173,G44 153,817 0 19,227 
224,134 205,407 19,227 
387,974 227,391 1·65,402 15,174 

ll7,.r4 227,111 fU,402 16,174 
10,237,242 10,318,122 297,525,557 28,211 

0 0 
0 0 

953 ,, 
154.221,609 14,.490,945 
216,031,815 51.187,800 

227.398 145,402 15,174 
407,672,953 430,~04.126 65,693,919 

511,251 211,0:17,116 51,117,100 
4(17,151191 151317,011 14, 1ft 
4m,ln.tsJ 4J0.~.121 IJS,IIll3,llfll 

997,546 14 997,525 9 
95,941,387 0 195,941,387 0 
8,314,840 0 8,3U,840 0 

(21 .791) 0 (21,791) 0 
(734,602) 0 (734,802) 0 

U95,748 0 4,595,748 0 
:269.084 0 269,084 0 
(511 ,873) 0 (511.873) 0 

142 0 142 0 
,l!i0,481 14 201,150,458 9 

(14,JJS,070J 0 (14,335.070) 0 
(14,ll5,070) (14,335,070) 

!14.515,411 14 194,515,3111 9 
120.641 0 120,641 0 
120,641 120,841 

6,473,558 0 6,473 558 0 
27,969 0 2.7.989 0 
93,948 0 93,948 0 

6,595,474 6,515,474 
3,754,2.44 0 3,754.2+1 0 

236,171 0 238.111 0 
2,702,427 0 2.702.427 0 

61,541 0 61 ,541 0 
13.407 0 13.407 I) 

1,717,71! 1,767,788 
,9!19,315 14 207,t98,282 • 
,178,174 14 207,178,1/Sf 9 
181,949 0 181,949 0 
676,099 0 676,093 0 

32,2611,553 0 32,280.553 0 
0 297,2!10.976 0 0 

44, 555,768 0 44,555,788 0 
168,508 0 168.508 0 
214,985 0 214,985 0 

71,057,19 297,290,971 78,H7,19 
146 I) 143 3 

~81,4[>4 0 ~81,454 0 
3 ,333 0 3,333 0 

(80.217) 0 (60,217) 0 
(28,825) 0 [28,825) 0 

5492 0 5A92 0 
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Americ;an EIKtrlc Power 
Paoe4 

INCOME STATEMENT Ktlnlu ~-· Kontudcy P-.r Kentuc)W PC)Welr Kontucl<y P..-r 
lnt onsol Com pill}' • Dls1ributlon Com pall}' • Generation Complll}'· 

GL.S8011 Tranamlulon 
Y1tl Augl014 Gl. 1018 110 117 110 
OM&'.ZO\C 15'·55 A ;lull Actual Actual Actual 

...,-GUIID1a 
OOB Vl0\441-31 - Gl, N:CT Jf:C --.11n11o: 5EOMENT CONS Y1tl 11111.2014 YTtl AU1120t4 Y1tl Aual014 YTDAU11l014 

SS5001• PJMR•iltCllt•.O,..rge (11,793) 0 (11 ,793) 0 
SSSODifi P·JM Bltc:'lt Sllf'\.CI'lUQe 1,067, 169 0 1,067,169 0 
sssoon PJM 91-aclt Stei'I.CrtcM (7) 0 (7) 0 
~50070 PJM Rtaii.VOn.·ChltOt 1.850.677 0 1,650.677 0 
5S5007Q PJM Reogllii!IOI'I.Oodt (398,955) 0 (396.9SS) 0 
5SSOOfJ3- PJM Spi~ R"e~c·n•'tt' 1,33&,!MS 0 1,33&,!M5 0 
5SSOotiA PJM SpnA:nQ Rase:t~~•C.-«SR (322,622) 0 (322,622) 0 
S:SS0090 PJM lOrn Sw~ Rlerl ChliOt lSE 388,837 0 388,837 0 
SS50099 P·JM P~chiHS'<nOn-EtR~on 1,452,744 0 1,452,744 0 
5550100 C.~ Purcn....-A\Ioc:ton 55,122 0 55, 122 0 
S!.5o107 C~JM(~; f'tedl\g 177.879 0 177.879 0 

Pu..,hued Bectrlclly for Rnlole • NonAIIlllaled 5,797,110 5,797,177 3 
Pu..,haaed Gu for Rnlole • Afllllated 
Purchaled Gu for Reule -1\ionAIIllialad 

Tolal Pun:llued P..-r 83.15l.03& %97 2110V711 113&55 033 3 
GROSS MARGIN 91131.1111 \111.381.183 131.550502 t15.1a.9011 

5000000 Oper S"f))N! .. On & EI'IQJ'nllteitng 2,543,898 131 2,5.43,653 113 
6000001 OOt' SUf;ltl I Er19-Ro\TA-NII 52,7'12 0 52,712 0 
5020000 -s, •• "' &p.nte~ 1,672,1l58 0 1,672,958 0 
5050000 8tC't7lc.E.apcl'!\t$ 359,215 0 369,215 0 
5ll60000 tklc: Stn1Tf Po.r ~ptl\.a 5,176,954 130 517a.7-41 83 
SO(;()OIIl Mttt 'S1..,f'll Powlt &p.-Auoe 36,396 0 38;396 .0 
5060003 Remool C011 b'p.nse • SUtam (77,088) 0 (77.088) 0 
5060004 NSR Sl!f'OemenlEip.ttiU (1,426) 0 (1.~28) 0 - Mts; s.m Pwr £tp E'rwwOMt~"fa! l11) 0 (11) 0 

Steam Generation Op Exp 1,775,608 2f1 9,775,151 196 
Nucl .. r Ge.....Uon Op Exp 
Hydro Genetation Op Exp - Sya Ctlnbol & i.Dild (b~IJIO 357,070 6 356,990 74 

5570000 Ott\tt ~Pimft 1,164,390 342 1,183,875 173 
SS70007 Oflwlr PM &p · W'~Oie .. le RECt 12,054 12,054 0 0 
ss1oooe Olh.lf PWt Et:p • vm~t.fY R£Cs 40 40 0 0 
5757000 PJ>oi-·MAWSC• OSS 398,018 0 396,018 0 
5757001 PJM ,4cin.n.twf.AM&SV Imem·•t 496,934 0 496,934 (0) 

Othv Gelwation Op Exp 2,448,508 12,442 2,435,818 247 
5600000 ()rptr SupeMs;on. & EnQI'l"ll~Q 704,846 2,722 6,948 695976 
S&UOQD l.o•o 0.1>01i:ll · RMitb>My 5,641 0 0 5,641 
5e12000 u•d Oi:lpM~MI\v&.Op T••MSp 575,324 45 75 575.204 
56·14000 PJM Adrnion-SSC&OS-OSS 354,316 0 354.316 0 
5614001 PJM ~SSC&OSAMM\.:1 432,713 0 432,713 0 
*1~007 RTOAmw1 Dolou~t.SE 3,874 0 3,539 335 
56l•UXI!- P.JM Actnon befiUI".l OSS 2 ,417 0 2.-417 0 
S61SOOO Rtlliaf)olol'f.P'Ingl~tts: Oe.•efop 65,386 5.353 8,611 5M02 
5618000 PJM -"·FV'&SOS.OSS 89,080 0 89,080 0 
561&001 P-JM~RP&SO$-I,.Iff'\lt 107,791 0 107,791 0 
S620001 Sla!~Gtl EJptNM ~llt.OC 267,642 3,4-43 0 284.400 
5&."0000 Owttlwllflm• Elpen:Ma 119,093 21 0 119,072 
Sll60002 Ttlt\511'\1"'- Eltc by O!her.<NAC- 124,875 0 124,875 0 
5650007 Tr~ Eke Uy Otti-.Nf· TlPI Pnce 0 23,142,332 0 0 
56SOD12 PJM T'W EnN.<-.c:tmtnt CtlaiQt 2.772.279 0 2.772.279 0 
5650015 PJM TO S.l"' ~-Nf 26,399 0 26,399 0 
5650016 PJM NrTS eJI:Pti\M • NMt~ 3 ,431 ,604 0 3,431,604 0 
5650019 ~ PJM TfaMEM.nc:ftMniElp 236,625 0 236.825 0 
5650020 PAOVI~ON RTO Al!l Eapem• 1,021 ,163 0 1.021 ,163 0 - Mlec: Tfa~n EIPt111ts .878.005 6,489 9,047 882,469 
5670001 Raf'IU ... HMat:SOCated 250 0 0 250 
5670002 Rtnfi • Asaoalk'ct 0 0 0 :144,423 
5157002 SPP. Admmo.MAM.&SC 0 0 0 0 

Ttanamllollon Op Exp 11.219,302 23,160,405 1,6211,410 2,919,171 
5500000 OPI.t~&E"""te'lllD 514,142 504,168 "3,774 8.200 
S610000 I.Olld OtiPIItc"""'Si 2,559 2.018 0 541 
50.."0000 Sta•on EiP':,.... 137,143 133,851 0 3.292 
seJOOOO 0\tetJt.eadlm• £llpe"'" 669,999 670.131 (135) 3 
5 .. 0000 UndeJgfoUIId l.IM: Ex,.,.n. 70,429 70,257 126 48 
SM1000 Opt'! or En•tgrS\OtaQe E~ 0 0 0 0 
50SOODO S..N\t.ol>lng &S(...,SvsE 106.088 106.088 0 0 
50150000 M•~et £-Pt'""ltt 528,026 526,600 990 437 
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CUltotnt' AUirtttntt.-E.Jpen.tt 
OSM.CuttoiMI' ,.,.,.0/Y Grp 

Cult All+~ &pe:Ne.405M 
lnloun.a':lon & it'll&ttUct A6tdl t 

~be: ~~ s~c:&ln1ormaonaf e. 
Customor S""'lce ond lnformollon Op Exp 

Oe~~tcont1rR!1G & Stt\ng Eao 
0.1!)0 & S.llf'!l Erp. lu•~ o._. 

Sol .. &peMa 
Momo: Insurance (9Z40 92501 

Acf«<!n .rt•• &. G.n. Slil&.!'le. 

crt sup~ & Elp· Nonusoa 11ed 
Ofk. Sl.lpPfl:• I ~ l'lmf 

AtllntnrtreNe Eap l1nsr • Cr 
..Y.mt" &p Trns.·l to Cnttrcto" 
Aefmlft El(p Tr ... r to ABO 

0~.• S\ta Empl ~t.lont&ac. 
O~• S\rcs EmP. . ,\hoe 

AEPSC Bt!lf<l lo C·ltef'lt 0.0 
Pr~lns~.ota~ 

h'JUI!n aNi O.m•G" 
Salt~ D.Mtl't tr,d AWitdl 
Emp ACCCIIMl Prvnwn-Adrn l!)tp 

WIIO• Cmp.o•'" P 1e&Sif I 'It Pt¥ 

Prsnal ,,.,._,~,p,op Drni.QO-P\itl 

Ffg Ben Loaclno • Woric.a11 c.om,p 
Employ ... Pens.ON & Bone!b 

ECII• & Pllf'!l EmP! Pu1>Sa!at1e 

Pt,..ton I. Grouo tnt ,A.ckntn 
PIH'IS!Or.PIIn 

Gfnup life !rta4H&l'K':I Ptanuuma 

Guwp Mtd:cailf\1 Plent~UTM 

P~E•tmMtG"" 

Grq t.~T OtutlllY '"" Prem 
GJovp O.OUI! il'!tl.ltiMI PtiJn 

nA~ntnv ADmlnettnen Etp 

EcPJntofloll Aud~"'"' ~"' 
EtnlltCI'f'' a.,.~~ &p ... cou 
POS\lello!~ll'ftt Bent,fi~ ~ OPED 

Sntrqs Plan CoMJfi:K.mor.a 
o.rentd Comi*"N44on 

Su~en:ttntll Pe~on 
Sf AS 112: Pe:sl~aym.,. &ena! 
ffg Seq ~_Qr PtntiDfl 

Polj86 

Kent\Joky Power Kentueky P- KM'ltucky Power 
Company- Dlotri~Hdlon Company- Gonorollon Compony . 

Transmlulon 
117 110 

Actual Atlval 

21114 Yltl Au 21114 YltlA 21114 

108.062 108.082 0 0 
2.547,478 2.,521,765 6,239 19,475 
1,125,849 1,125,849 0 0 

45.- 45,864 0 0 
5,855,648 5,114,661 10,993 29.9t4 

196,562 196,488 54 20 
7,547 7 ,184 265 99 

525 97 167 61 
294.694 294,694 0 0 
37,719 37,719 0 0 
38.414 3M14 0 0 

233,881 229,328 335 4.218 
1,tl67,564 1,688,785 675 204 

27.021 26.148 5 868 
526472 528.472 0 0 

96,521 95,844 350 326 
43,971 ~.971 0 0 

502,699 502.651 38 12 
390.256 390.256 0 0 
108,856 108,843 9 3 
(56,466) ($,466) 0 0 
18,896 18,896 0 0 

104.579 104,578 2 2 
(11) (4) (4) (3) 

~24,379 324.380 (1) (0) 
92.4 924 0 0 

3,057,231 3.0$,443 569 220 
54,612 16,574 27,688 10,350 
30,412 11 ,787 13,n8 4,918 

7,1a7;l2. 7,642,0C9 43,877 21,291 
17,345 17,346 0 0 

(3.21) (321) 0 0 
17,024 17,024 

972,355 454,814 371,156 148,384 
8.323,0<44 2,800,747 2,609,711 912,585 

465,733 274,013 152,114 39,606 
9 6 2 0 

(410,902) (410.902) 0 (0) 
(309,838) (309,836) 0 0 

(1, 954) (950) 0 (1,004) 
948,241 448,266 375.554 124.421 

(0) (0) (0) 0 
(132,100) (35,627) (56.251) (40,.223) 
3<15,390 112,620 102,175 130,595 
799.840 555,081 206.558 38.201 

3.126 1,403 1,375 349 
6,20C 3,942 1,811 651 
2,459 0 2.459 0 

(147,038) (128.647) (6,224) (12,187) 
67.250 555 66665 30 

(104,876) (90,139) (3,483) (\1,275) 
3,116 3 ,1\6 0 0 

17.840 6 .441 7,344 4.055 
25,312 12,454 11,585 1.273 

3,370,147 1,529,075 1,658,1568 162,404 
99,382 39.613 52.929 6 ,640 

3,396.640 1,681,538 1,455,229 259,873 
1 0 0 1 

12.062 8.227 3,295 560 
142,978 13,,30 60,397 9,450 

446 194 198 54 
2,040 757 668 615 
1.438 900 455 83 

10,000 0 10.000 0 
(2,440,284) (1, 163,096) (1,115.438) (161,751) 
1,441 ,710 630,789 741,787 69,194 

4,437 4,437 0 0 
159 159 0 0 

43.2161 0 4:!2,161 0 
(1,013.704) (708.273) (236.638) (68,795) 
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INCOME STATEMENT KwrtuckyP.,_ Kentucky Power Kwrtucky-r 
Company- Dtolril>utlon Company- Ganerotlon Compony-

GLSI01& Transmlnlon 
YlO Aug 21114 110 117 180 
D9109Q014 1555 Aciual Aetual Aetual 

l.-.c;G1.NOII 
OiB V201441-l1 Ac:collnt. CCT SEC a-. Unit&: S!GMEHT CONS YlOAu 2014 YlOA 2014 YlOAu 2014 

81600Sf l=t Q S t n l.OMSif'IQ- Gtp ,,. (1,199,752) (831,314) (267.302) c1o1.nn .,..,.,., ,:,g8enLOadii!O -~ (473,573) !292.241) (143,110) (38-.222) 
92ISOO!Jl Fto sen Loaono • OPES 330.567 267,645 27,835 35,287 
0280055 !NtH:OF I•I'\,OeOftU(• Ool\1 lJM 11.t62,ean (251,043) (793.109) (118,535) 
92!10057 Potlff'l Ben MtOCIUI SIJtJI;tiff 410,649 166,127 228,982 15,761 
92600511 F1g &en lOI$fiO • &c:ovt l (92.694) (41.084) (45.5S6) 10.054) 
ll2e0060 Arnoft·Poot R.Wotntmt Stnl!ftt 144,413 66,387 47.471 10,55!> 
9270000 f!tanc:tns.e A•qv;.emeMS 95,544 95,544 0 0 
9280000 RtQI.I~IIMY COfftm.t ~t~Otl &p 24,857 8,918 10.211 5.728 
.921DOCH AtgU;Itp(y Comm4$1~1 E..r~Mrn 0 0 0 0 
9280002 Rt QUJatorf Com~•o.<t b;p-C.Me 100,793 23,013 63063 14,717 
9301000 GtM!~ AO!t!11.Wng ~n 648 ~98 382 187 
930\00\ ~,.,e.r Alttielfttoflo Space 9,643 3.473 4.007 2,163 
9301002 Atclo $.~ton A4otttUinO r..,. 4.440 1,606 1,838 998 
.9301010 PUtlitOty 2252 eoe 959 485 
ill01012 PtoiU>e Oprnon &l~ey• 111,858 16,854 0 4 
.9301015 Other C~~~ Comm EIP 8,883 6,116 1.877 890 
~302000 P.it-c Gt-ner.t E•pentn 167,713 82,983 •s.sss 36,176 
93m00l Corpo<a•tFISCOIEloi'O'!SH 21,338 4,663 15,345 1,329 
t >02004 R-...a.n$1 Oentop&O•tnOAtU Etp 3,341 3,341 0 0 
9301~ AEPSC """Miofltd .,.,.,... (0) 0 (01 0 
931000\ R•nla• ~tM Plo:P-"Y 70646 70,646 0 0 
0:110002 R•.M'l ~ Paaon• Plopeny 173,792 118,979 49,168 7,~ 

Admlnlslrlllon & Ge,.,.l 12,011,111 4,680,114 5,715,304 1,353,<100 
.. 111005 Aeo .. .,., £.:~"'· 646,412 0 &46,472 0 

Acctlltlon 846,472 846,472 
4118000 G.ln From Q'4)c-tarn of Pf:e~ (2.680) (2,680) 0 0 

Lon/(Galn) on Utility Plant (2,680) (2,810) 
t l02006 Aat« a~ .. o...- . ~·"• Gdtd 32,030 32,030 0 0 
9lQ1Q07 Alt« SiJatntu O..etopme-m &p 59,579 35,616 76 23,886 

A01oda1lld B&nlnas Development Expenses 911609 67,&4& 76 23,888 
Gain on Olspoeltlon Df Proponty 
Lo"" on OlopoeH!on of Propelty 

LON(Giln) Df Sale Df Proponty 

4010001 Opc.ftGon b:P • f40nUtotllttd {343) 0 (343) 0 
42GS009 Fae~ored C.us1 AlA &t» Al'N 645_958 &45,958 0 0 
t ·26SO\D F"act C~o~~t AIR·Sed Oe~~t~;..AI'fil 1.215.183 1.215,163 0 0 

Opr EliP •nd Factored Ml 1,110,791 1,111 ,141 (343) 
Wllar HNiooro 

c2e5004 Soali 'S.Mta Ckib 0\ln 52.218 17,633 23,658 1'0.127 
•265007 R•IJ'I•tory EA'pemu 1,932 690 808 434 

El<PIMI Df Non:Utillly Openlllon 54,149 11,523 24,488 n,110 
.210000 Mix Non~ Exp 4 Non.a. .. oc 5,,557 1,463 3,176 918 

Mise NonOp Eapenns - NonAuoc 5,557 1,413 3,178 911 
1261000 O<IMIIOM 282,698 196,110 73,768 12,820 

Oona!Jon ConiJ!butlons 212,UI 196,110 73,711 12,820 
42'51001 p .... ,.. 62,111 23,922 24.133 14,057 

Provlelon for Ponaltin 12,111 U,922 24,133 14,057 
42S.DOO CN~<•P-M....,. 162,499 59,857 64,757 37.885 

Clvi~ & PDIItic:al Actfvtll•s 182,4S. 59,157 64,757 37,885 
•MS00:2 OU\t.f Oe®~.dns " Nonaato' 1,297 449 583 264 
.f26SOll Tr.,.SIIUI"Cotts 5,267 0 5,267 0 

OthM Oaductfono 6,564 448 5,130 2U 
Shutdown Cool Company Ez~>en•• 

All Other 0!*1111onll Expenoea 2.434.377 2,181 ,465 195,787 n,125 
OperollonoJ ~ .. 52,211,909 43,753,387 21,519,951 4,425,318 

StOODOO M.-nt s""" & £J9n-.n~ 2,515.026 273 2..514,713 4.1 
SltOOOO M~tn'-l'te: cl Stf\ltturts 1,1156,185 0 1,168,185 0 
>!lVOOO M.wen•~ d &ol~ Air« 11,175,675 (25) 11,175,700 0 
5131>000 MNn.ttt'll nte ol EieCIJ!C Plant 1,689,175 0 1,889,219 (44) 
5,COOOO Mllnlen~ a1 Ml•c: SINm At 1,012.386 0 1,012,386 0 

Ste1m Gononllon Malnt•na,.. 11,751,447 248 17,758,202 (l) 
S2f!OOOO Ma~n~~ St.tPf & En""Hting 779 0 779 0 
SJOOOOO Maull of Reactct P\ant Eqt.~p 7!17 0 739 27 

Nucl•ar Generollon Mollllanon .. 1,541 1,511 .27 
Hydro Genorollon Malntanance 

55')0001 Mt1111 of G.n Ptant .. Gu T'wfb (3) 0 0 (3) 
Otlllf G....,.llon Malntan•n .. (J) (3) 

56110000 M_.f'd Su,w & El\gnftn'/'lg 57,017 35 0 56,983 
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P'IJ"7 

INCOME STATEMENT K...Wcl<y-r K41111ucl<y-er Kantucl<y _, 

Company· !lls~bllllon Company- Gene,..tion Company -
GLSI016 Tnlllllmlsslon 
YTD Aug 20·14 110 117 110 
O&GVJ01A 15 55 Actual Actual Aclull 

~utGLA011 

01811201~ -""" CTSEC Bullln-.a Uftlla: S£GM£NT. CONI YTDAu 2014 YTDAu 2014 YTDA 2014 

5090000 M.tlnk'n~~nc• of S!r\lc:tU!ft 4,580 0 0 4,580 
5691000 1Min1 of Co~ HerdWita 12,822 35 2.7 12.759 
5692000 U. nt of Corn~•~ Sotrwa1• 177,047 3,370 0 17J,en 
smooo M~J ot C4~m~on &luop 11 ,135 0 0 11,135 
5100000 Ma.nt o4 st. on E.,-.pmem 496,589 18,215 1 476,373 
57111000 M•nttn~"" ot O..tn•.a unn 2,393,494 (1 ,653) 62 2,395,085 
5720000 ..-~ of IJn.cNrgtour-c:J t..nn 260 0 0 260 
snoooo ..U~t~t ~ ~ac Tr~Of' Pit 161,163 0 0 161,163 

T,..nomln lon Maint.nanca 3,314,128 20,002 90 3,294,038 
5900000 MamtSupv&~lft'IO 1,635 1,800 (1) 36 
S!ll\0000 M..,._,,nr. at Strucua 7,481 11,885 0 596 
59'111000 M-"'t of St .. C1'1 E~pm•nt 475.415 457,861 33 17,521 
59'l0000 M.Mn~•n.ll'IIC• of O.enMad lJr.H 21,308,949 21 .309.;!88 2,576 (2.914) -· T rt• •fl4 91'l1Sn CCIIIIIIaf 237,368 237,368 0 0 
59l000& ~lftl 0..1\ l.IM.J Som bp.(MJM 1,292 U92 0 0 
59J0010 SCotm El!PtnW Mtoncr:IIM 3,132296 3,132,298 0 0 
s .. oooo M••M ot Unoergrou:nd unn 56,11&4 56,11&4 0 0 
5950000 Majn.t of 1.11• Tr"' Rc1.U::1SitM 43,881 43,861 0 0 
51160000 M••nt of Stn l~n.g & SOtt•l s 36,369 36,369 0 0 
591DOOO ~~rM~MI!U d M•,.,.. 54,913 52,031 0 2 ,882 
Sa«>>OO Mtln1 of li4r.c Oat~ueon Pft 121,887 120,783 0 1,104 

Diatrlbullon Maintenance 25,410,550 25,451,718 2,609 19,214 
9350000 Mtllnltn.t~".t:• of G.neral Pin 149 0 0 149 
9~500CU MAIII!I Q'f SU~IH . Own'td 182,261 179,976 (24) 2 ,309 
93501102 Mknf ot Strudl#• t .. \Aat.d 37,sn 35,912 1,078 586 
9350003 M~t at Prt:Wft HRlc:t Fttni.Juo 451 (1) 454 (1) 
8150006 Mill!• ot C.n* Etr~•~ 13 13 0 0 
9)500(2 M.,..<liO...f:~ 346 0 346 0 
51lS001J) IMM\1 o1 Cmmnu!IJon Eqo.V.nall 458,860 <120,800 36,260 0 
9350015 U..nt d Clt8c.t fum.lute & Eq 372,5 10 192,360 180,150 0 
9350016 ~!n\•J1.6Rt.t af VIdeo £Q\IIponenl 120 120 0 0 
sa50019 ~nt <liGen -..sciWA Equ 318 313 2 0 
glbQ023 51!1• Communo:..&lofls SeMca 286 0 286 0 
U5002• ~..ntofOA·A.MI CommEcpp 154 154 0 0 

Admlnlotntlon & Ge_.l Malntonanca 1,051,041 129,447 211,552 3,042 
All Ott>er Malntenonce Eapensos 

Maintenance Elqlenaes 47,805,709 26,308.414 17,!110,972 3,316,324 
Total Operational and Malnienanca Expenses 98,817,119 70,061,801 45,500,930 7,741,1142 

·-· Am0f1 oi'P11"' 2,334.356 1,025,948 912,396 396,01~ -· ........ ,..,Acq.._ 25,744 0 0 2~.744 

DDA Amortization 2,380,102 1,025,9411 !112,315 421,751 
«>73000 ~tCPMto!YOtl:* 192.714 0 0 192.724 

DDA Regulatory 0- 192,724 112,724 
DDA Regulatory CMitJI 

.Amortization 2,552,126 1,025,1141 912,396 614,412 
40l0001 Dtl'l'tal-..n &p 59,722,652 18,937.502 37.019,383 5,765,767 

DDA O.prwdatlon 51,722,652 16,!37,502 37,019,313 5,7&5,767 
DDA STP Nuc!Hr O.commlsslo,,!>ll 

<10)1001 De01 • AtMt. R.t, • mtfPI ObllO 324,449 0 324,449 0 
DDA Anlll R-ment OI>Hgatlon 324,449 324,449 
DDA Removal Costs 

Deprwc:latlon IO,IW7,101 1&,937,502 37,343,832 5,715,7&7 
DeprwclaUon and Amortization 82,59t,927 17,963,450 31,256,221 5,3110,249 

Franc:l!iae ra ... 
•oatooeu Stl\• 01011 Rtce.Jv.t T111 (5,942) j5,943) 0 
•ot\OOOlt Stlt. O.otc RtaiP'!I Tall. 33,930 2 ~.928 0 

Rwe,...lcWhrTUH 27,!111 3 27,!115 
•oa1002 ••CA ~.67~.330 1,147,825 1,392,108 134,397 
~0&1001 F"tdllul Unef't'4lllovmtnl Tak 18,348 7,954 .9,424 969 
.051007 Sttte Unwn.ptoym.tnt Tet 73,463 30,195 39,414 3,854 
4011013 Fnnge Betl.C11 l,.D.tdln; ~ RCA (845,674) (52o,60n (255,025) (70,042) 
~081004 rnnge Btntff. LotciDO • FVT (8,0n! (3,540) (2, 170) (367} 
.061035 Frtno• Bltn.tlt Lotlino · svr (18,319) (7.901) (7,588) (832) 

ParfO!ITa- 1,8 .. ,070 &53,926 1,176,10 67,979 
ADAUQ01& SW.8wMA01Xl,;pTQn 2,&1l1,360 0 2,848,380 0 

Cepaclty Tu• 2,1141,JIO 2,1141,380 
-401100$09 Rtii & 'P•IoOM~ Propeny T••" 3,975 3,907 Q 69 
•MJQOS)O Ae,-.IP..-ta~Pr~lun 131 131 0 0 

Page7 o!9· Hi\GLUM Team\RegulaiOry & Govenvnen,_. RepoltS\Kenlllcl<y PtH/er Mon!Ny Repon KPSC\2014\2014 08 A!Jg\2014_8 Gt.S8016.xJs 
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American Electric Powe r 
PageS 

INCOME STATEMENT l<ontu II)' Power l<onluclcy Po'"r Kentucky Power Kentuoky PoWer 
lnt ::onaol Company - Dlotributlan Company. Gonorollon Company• 

GLSIOI& Tmuuntulon 
YTDAug 2014 Gl SIOII 110 117 180 
0MJW2014 15 ss ~- Actual Actual Actulll 

'-<ltGI..SID1t 
018V201~1 -:GUCXT:W: .. ..._. Uftla: SEGIIEHT CONI YTD ~..._2014 YTDAUll2014 YTD~II!l2014 YTDAUD2Df4 

408100St2 Rut P_,toNt PtqMny la••• 1.586.369 111,154 1,.U7,634 27,581 
4~10051) Ru1 p.,,tnli P'Jopeny T•:. .. 7,253,984 3.995.~96 1,034,568 2 ,223,920 
40810?S1D RutJt•• Prop 1' 11 C.tp 1..••• 12 1Z 0 0 
.t03UJ2913 Reii•Pert P1op fa..Cap luus 1,038 790 ee 160 
401HOJ91.C RtJI·PetJ PlOP ru.c.ap ltUI$ 16.478 10.816 2.982 2 ,680 
404101511 Reif P1op Ta1t4p lt-n.n ( 1,473) (1,473) 0 0 
4CNI10l51.4 Aul Prop Tlt•C•p l~nn 17,000 17,000 0 0 
.. 04100511 Rul P~Pfal)rf1'v fPd 37,736 5,448 0 31.288 

Property Tuoo 8,915,251 4,144,280 2.485,253 2,285,718 
.t06101e11 S1 PuDI !im COmnt Tu·.f'e .. 473, 122 473.122 0 0 
408101814 S. Publ S.nt tt~~m T»•F'M'I 178,259 178,259 0 0 

Rogulotory F- &51,311 651,111 
.f01101414 Fttdeta1 EICIM illts 1,745 0 1.745 0 

Proclucllon Tua 1,745 1,745 
40810171t Sl tJc: Rgstl'flon fa-Fees 240 240 0 0 
.tQ81019ClO SIMe S•ln ~ Uaa Tat:n (342 470) (158,655) (17e.n5J (7.040) 
406101D!2 SYte S1ln aN u .. T &Itt& 218,039 89,065 119.078 9,896 
<1101101913 S..'- Sllft •ttd u .. n..n 1295 1,295 0 0 
'C8101914 Sr.\1' s., .. and tJ•• r-u .. 11,008 11,008 0 0 
.fi0ft022" MI.IP'OPifllJt_...,et:t 425 425 0 0 

Mlaooll•neoua T- (111,414) (54,622) (59,697} 2.858 
OUuor Nan~ncoma Ta- (101,111) (54,622) (57,953) 2.8511 

Tua Othat Than Income Tu• 14031351 53NHI 6,1]?.131 135&.553 
TOTAL OPERAnNG EXPENSES 171,441,117 tl,4211,21t eo,me.eu 11,471,444 ,.,o: SEC Total Ope,./1'!11 &,__s 411,303,2.41 390,711,209 311,811,313 16,471,455 

OPERAnNG INCOME 114.1111 n1 16111744 e,51~513 49 15444 

C\90002 lnl & OMdltnd lt~e- NDAaaOC 98,488 ~6.698 47,829 3,961 

lntmtt & DI\II.S.IId No!IAII'IIIaiM 91.~ ....... 47,829 3,981 
4190001 'MtfKI II'Ic: • As toe Non C9P 14,193 14. 193 0 0 
41190005 lnlernllnwrM • Auac CBP 42,298 (5..458) (40,505) 88~0 

lntwrnt & Dividend Amllotad .511,411 1,735 (40,505) 11,260 

Totallm-1 & Dividend Income 154,971 55,433 7,324 92.221 
c2100l.!l COifV!IIDCM!Oft 41.251 0 0 41 ,251 

tmwat & Dividend CortYing Chl l'll" 41,251 41 ,251 

Memo: TO/II lnierest & Olvit»nd Income WI C.rry/'!9 1H,Z30 55,433 7,324 133,472 
-1\91000 Ntw Olh Fndt Ut.d Dtng Cratr 3.215,347 276,411 1,923,914 1,018,022 

AFUDC 3,211,347 271,411 1,923,914 1,018,022 
Gain an Dlopoolllon of Equity lnvealmenbl 

lntwesllTDFMB 
.-210002 IN on Ln:t II'MII Pur Conu 1,m 1.m 0 0 

lnl.,...t LTD IPC r,m 1,m 
naooG1 ~,,., EJp . Nt1ttx Nctt-CBP 700,000 269,022 220,347 210,631 

lnl.,...l LTD Nola ,_ylble ·AI!Uloled 700,000 219,022 220,347 210,131 
Intern! L 10 Not• ,_ylble- NonAIIIllated 
l,.,.....t LTD Debonluros 

•270006 l,r onllO• Siti'I.Ut!NeNIM$ 22.665.604 8,710.885 7.134.no 6.820,169 
lrrtor.at L TO Sonlor Unsoc:utWC! 22,&65,804 1,710,1&5 7,134,no 6,820,158 

•l?001C PCRB •nk1et~ EYp.AI'I&)C 14,193 1~,193 0 0 
lntweot L TO Other - Ami 14,183 14,193 

~270005 lf't o,.LTO · CltMtLlO 1.942,014 1,948.&11 (Q,597) 0 
lnt..-st L TO Dthor - NonAml 1,942,014 1,141,111 (6,597) 

lntarut on long-Tonn Dobt 25,329,711 10,950,469 7,348,520 7,030,100 
4lqOQO) '"" ~~oeco ~ ceP 28.028 ~.289 189.411 (145,873) 

lntorost STD ·Ami 21,026 4,219 159,411 (145,673) 
0 10001 Unn OfCl..:llt 523,771 201,1155 "Z65,181 49,935 

lntaroot STD - NonAml 5Z3,n1 201,855 265,111 49,935 
lnterost on Short Titrm Dobt 551,797 212.1144 434,591 (95,138) 

4210002 At'l\ltz O•tx OKnl&Ei~lrd Pur 3 ,394 0 3,394 0 
•210006 Al'n'l'a: O.c:Ma&p.$1"1 VI"'MO ~. 31~.124 120.n~ 98880 94,520 

Amort of Dobt Dl•"· Pnom • Exp 317,511 120,72A 102.274 94.520 
4281004 Am!'IZ Low Rt:4Uttd ~.Otlrll 22,432 8,621 7 ,081 6.750 

Amort Looo on Rl!ooqulml Debt 22,.432 1,121 7,061 6,750 
Amort Gain on Reacqulml Debt 
Other 1-1. Fuol Rec:o .. ry 

010001 ottltf IA'IMnt E:.P4!m41 7 0,155 2D.568 41.533 8,054 

Page8of9 WGL~M Team\Regylatoty & Govomme>1tal Repor1s\X4ntlld<y Pawer M0111t11y Repon ~PSC\2014\2014 OII\1JV\20i4_8 GlS80t8,liJs 
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American Electric: Power 

GLSI016 
Ylll Aug 2014 
QA,QV,l014 15::5.5 

01111 V2D14-0I-)1 

•09t001 ·-· 
410t00\ 

.. 102001 

. 111001 

.fH2001 

•11.001 

.U910D2~A 

.092C021C 

4 U1002 

RaMrveciS.CUOn 

INCOME STATEMENT 

Ll,.av1:~1· 

CCT SEC ._ Ulllla: SEGMENT CONS 

l!'kfl'lt on Cuttomtf O.po!Mt'a 
lfUJtsC £)pe_,.... S~e TU 

Otllor 1-t-NonAtm 
other I-t Exp-. Ami 
1,._1 Rm Hedge Unroallucl (Galn)ILosa 

AI!WBII'WI!C FndaU.KCt~~ti•O 

AFUDC-Boi'I'OWIICI Funds 
Total l-ot C • 
INCOME BEFORE INCOME TAXES and EQUilY EARNINGS 

l nco~r~e Tuet. UOC ._r:.derel 
I At l' a Oih fn~De6.f'Nr:1• 

Federal Currolll Income Tu 
p,~ Od l/f Ubt Qp lfto.Fed 

Ptcw Oc(tff Otht&O. Ftci.,W 

Prv Del ·ff·CI Uti 0p lnc:.f".o 
Pt. O.rfff·Cf OlrlllO-Fed 

Federal Oeferrod Income Tax 
llCMj, '-'""Opor • Fod 

Federal lnvutmelll Tu Crodlta 
Fedorel Income Tuu 

1ntornt haH UOI ~ Sl&Ct 

lnc:Ta.t Olh 1nc Oed -~e 

S-CUrrant lt>Come Tex 
PtV Ol!fln·Cr UoiOJMnc·St.te 
~ Defllrrod lnc:omeTu 
S-I11VUimenl Tao Owcllta 

5-lncomeT...,. 
Local Curront Income Tu 
Local Deferrod Income Tu 
Local lnveltment Tu Crodltl 

Local Income Tues 
Foreign Currant Income Tu 
Forolgn Defllrrod Income Tax 
Forolgn lrwatment Tu c,..dlta 

Forolgn Income Taus 
Tole! Income Tues 
E Ellml DfSuba 
INCOME AFTER INCOME TAXES and EQUITY EARNINGS 

Minority rm-t 
Prefllrrod Stock Dividend Sub• 

to Common Sharolloldera 

NE'T INCOME ILOSSI NODE-.. PS 
~· C'hiD em Nl'l: lnc:of'I"Mt ,.._ ._ PS 

18,792 
2,203 

91,150 

31,871,SS8 
(396,116) 

31,475,442 
29.4113,859 

479.007 
32,268,914) 

{40,885) 
(2,3&5,1311) 

(64.025) 
(14,025) 

29,0411,271 
5,563.406 

(68.754) 
5,494,1153 
1407,680) 
(407,MO) 

5,0111,913 

34,133,251 

59 135 

59 135 

511 135 

5,.21lJ,135 

Kontilcky Po ... ,. K-ucky Power 
Com pan~- Dls'"butl"" Company - G_,..tlon 

110 
Actull 

\'TOAu 2014 

18,792 
1,098 

40,458 

4,014.230 
(290,730) 

3,723,501 
2 ,970.210 

250,169 
(4,885.92.3) 

0 
(1,665,544) 

(10,080) 
(10,080) 

2.047,en 
230.301 
(50..4621 

179,8311 
0 

1711,139 

2,227,711 

3 134 

3 1134 

l 134 

3,818,1134 
(0) 

117 
Ac:tuol 

YlllA 2014 

0 
1,052 

42.515 

1S,S00,599 
(75.301) 

15,425,291 
23,993,959 

182.047 
(29,418.948) 

140,885) 
(2.283,127) 

(15,408) 
(15,401) 

13,121,083 
3.188.785 

(13,070) 
3,173,1185 
(407,680) 
(407,810) 

2,766,015 

15,.,2.071 

27800 200 

27100 00 

27 200 

l7,800,200 
10) 

Kentucky Po,..r 
Company

Tnuwmlaalon 
110 

Actual 

YlllA 2014 

0 
53 

1,107 

12,3S8,729 
(30,085) 

12,3241,144 
2.499,484 

4e,791 
(962,1143) 

0 
1,584,231 

(38,537) 
(31,537) 

13,17.2,331 
2,1>46,341 

(5,222) 
2.141,119 

0 

2,141 ,119 

16,013.457 

27 811001 

27111 01 

27 11001 

27,811,001 

Page9 
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Page 10 al3 

AMERICAN ELECTRIC POWER COMPANY 

BALANCE SHEET 
GLS821& 
YTDAug2014 
OW1QI201415-U 

098 V2014-48--
l..l)laiUt: GL.SIZ11 

~ GI.....,ACCT_I£C 8WU..:.. Ur'llt: IEGIIEHT_COHI 

Cash and Cash Equivalents 
Other Cash Deposita 

Custpmers 
AccnJed Unbllled Revenues 
Mlscellanepus Accounts Receivable 
Allowances fPr Uncolledlble Accounts 

Accounts Receivable 
Advances to Affiliates 
Fuel, Materials and Supplies 
Rlslt Management Contracts - Current 
Margin Deposlte 
U'nrecpva.ntd Fuel ·Current 
Other Current Regulatory Assets 
Pra nts and Other Current Assets 

TOTAL CURRENT ASSETS 

Electric Production 
Electric Transmlaslon 
Electric Olsttlbut)on 
General Property, Plant and Equipment 
ConstructJQfl Woril:-ln·Progress 

TOTAL PROPERTY, PLANT and EQUIPMENT 
less: Accumulated De · elation and Amortization 

NET PROPERTY, PLANT and EQUIPMENT 
Net Regulatory Assets 
Securitized Transition Assets and Other 
Spent Nuclear Fuel and Decommlaslonfng Truste 
lnvtstments In Pow.r and Dlslrfbutlon ProJects 
GoodWill 
Long-Term Risk Management Assets 
Employee Benefits and Pension Assets 
Other Non Current Assets 

TOTAL OTHER NON-CURRENT ASSETS 

TOTAL ASSETS 

Accounts Payable 
Advances from Affiliates 
Short-Term Debt 
Other Current Regulatory Uabllltles 
Long-Term Debt Due Within One Year Non-AIIlllated 
Long-Term Debt Due Within One Year· Affiliated 
Risk Management Uabllltles 
Accrued Taxes 
Memo: Property Taxes 
Accrued Interest 

Risk Management Collateral 
Utility Customer Deposits 

Deposits ·Customer and Collateral 
Over-Recovered Fuel Costs · Current 

Dividends Declared 
Preferred Stock due WIIN 1 Yr 
Obligations under Capital Leases- Current 

Tax Collectioos Payable 
Revenue RefUnds - AccnJed 
ACCIUed Rents • Rockport 
Accrued • Payroll 
AccnJed Rents 

Kentucky Power 
fntConsol 
GLS8216 

YTn 2014 

3066 7S 
131,741,33 

Page10 

KentuckY Power KentuckY Power Kentucky Power 
Company . Company • Generation Company• 

110 117 180 

YTDAu 2014 YTD 2014 YTDAu 2014 

0 
0 

2,390,069 
0 

26,607,259 
0 

28,i97,128 
62,822,485 

931,638 
0 
0 
0 
0 

167 394 
92,918,1146 

761,225,340 
0 

442,804 
3,759,709 1,651,660 

79,233,928 57,812,613 

1 273 618 1141 534142 501 

73,485,810 98,336,489 5,551,137 
0 0 0 
0 0 0 
0 0 0 
0 265,000,000 0 

7,814,100 6,233,800 6,151,600 
2,718 1,828,488 0 

1,373,875 10,862.858 19,750,081 
6,141,136 2,265,144 3,785.226 
4,739,189 3,911,208 3,801,874 

0 307,092 0 
25,085,924 0 0 
25,085,924 307,092 0 

0 0 0 
0 0 0 
0 0 0 

491,575 508,464 143,637 
1,993,936 85,431 6,318 

0 31,488 1,119,596 
0 0 0 

671,185 9n,408 86,097 
8,687 0 0 
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AMERICAN ELECTRIC POWER COMPANY 

BALANCE SHEET 
GLSB216 
YTDAug2014 
OW10fl014 1511 

099 V2014-08~ 

2530022 

2420511 

2420088 
2420506 
24205f2 
2420542 
242059214 

2420643 
2420656 
2420664 
2530050 
2530112 
2530124 
2 5!10117 

2«0002 
2440022 

25J0114 

2530000 
2530067 
2530092 
2530137 
25·30178 

UQWt: Ol.SI211 

-GUICCT. UC -llftii:IEGIIEKrCQNS 

Accrued ICP 
Accrued Vacations 
Mise Employee Benaflls 
Payroll Deductions 
Severance I SEt 
Accrued Wo11<ers Compensation 

Cu.stOfT'er Advance Recetpts 
Customer Advance 

Control Cash O,sburu Account 

Control Cash DisbUrsement Account 
JMG Liability 

Econ Oevelopm~1 Fund C\II'T 
Est Fonar>Qng Cost - Bor1ds 

Unclalmed Funds 
Ace C:Uh Franchise Req 

Sales Use Tu · Lease E~p 
AcctUed AudJt FHS 

Federal r,4oo~gallon Ac:au (NSR) 

ST Stale M~ogauon Oel (NSR) 

OeltrTed Rev -Pole "'tlacllmonls 
Other Oefened Cfedjt$-Curr 

Colllr In Aid or eonstr A<lvan<* 
OeleiTI!d Rev-80IIU$ Lase Curr 

Mise Current and ACCI\Je<l Liabilities 
Current Other and Accrued Liabilities 

Other Cunwnt Liabilities 
TOTAL CURRENT LIABIUTiES 

Long-Term Debt- Affiliated 
Long-Term Debt- Non Affiliated 
Long-Term Debt - Pntmlums and Discounts Unamort 

Memo-LTD NonA/Mated and Ptumiums 
Long-Term Risk Management Llablllt.les - Hedge 

L T \Jnreallossu • Non Alf-
IJT Loobollly MTM CoNalenol 

tong-Term Risk Man•gement Uabllitles- MTM 
Long-Tenn Risk Management Llabtlttles 
Deferred Income Tues 
Deferred Investment Tax Credits 
Regulatory Liabilities ·end Deferred Credits 

Memo- Reg Uab and Def lTC 
Asset Retirement ObllgatJon 
Nuclear Decommissioning 
Employn Benents and Pension Obligations 
Trust Preferred Securities 
Cumulatl~~tt Preferred Stocka of Subs - Mandatory Rede 

Obligations Under Capital Leases 
Def Credlts- Income Tax 

Feclerl Mihgatoon Oern(NSR) 
Def Credits· NSR 

CuS1omer Advances for Constl\lction 
Def Gain on Sale/leaseback 
DeferTed Gain on Sale and Leaseback • Roc)(port 
Def Gain on Dlsp of Utility Plant 

00/oer Deferred Crecl•ls 
IPP - Svstem 1lpgrado Cred\LS 
Fbr Opt Lns·ln Kind SV.[l(d Gn• 
Fbr Opt ln•>Sold.Qeld ReY 

Oefened Re'I-Bcnu.s Lease NC 
Def Credlts - Other 

Total Other Deferred Credits 
Ar:cumulsted Provtsions - Rate Refund 
Accumulated Provisions- Mise 

Kentucky Power 
lntConsol 
GLS8216 

YTDAu 2014 

8681, 

~~ 

863,1 
863,1 

553,425,7 
61,7 

22,439,1 
22,500, 
63,847,1 

3.464, 
77,533 

Kentucky Power 
company. 

110 

YTDAu 2014 

2,021,483 
2,036,239 

558,361 
78,800 

0 
279,373 
,,60ll, 117 

1,600,117 
637,215 

637.215 
0 
0 
0 

64.349 
59,796 

257 
20.S57 

0 
0 

271.129 
0 

87,123 
0 

503,211 
10,388,608 
10 880 183 

130,162,349 

0 
201,788,900 

(190,432) 
201,596,468 

0 
5,406 

(9, 17!1) 

2,227 
2,227 

188,348,519 
14,085 

(32,633,490) 
cn .s19.(05J 

83,320 
0 

3,100,574 
0 
0 

1.334.526 
42,619 

0 

0 
119,142 

0 
0 
0 
0 
0 

kentucky Power 
company • Generatlon 

117 

YTD 2014 

2,979,674 
2.779,745 

903,880 
88,311 

0 
397,609 

0 

0 
0 

0 
0 

116,500 
1126893) 

0 

218 
50.257 

554,326 
2~6. 1~1 

0 
221 ,,616 

0 
~31 ,SM 

1,493,929 
9 ,737,475 

10 46 939 
39&,725,853 

0 
165,195,700 

(155,900) 
165,039,800 

0 
1!62,730 

117M \ 

860,942 
860,942 

265,370,622 
22.420 

81,466,863 
61,489,283 
83,783,812 

0 
4,898,124 

0 
0 

1,680,845 
6,599 

1.110,644 

1,110,644 
0 
0 
0 
0 

U05 
0 

Kentucky Power 
Company-

110 

YTDAu 2014 

198,222 
265,695 
27,2.8 

9,602 
0 

20,508 
0 

0 
0 

0 
0 
0 
0 
0 
0 

190 
12.898 

0 
0 
0 
0 
0 
0 

13,088 
1,746,375 
1 890 011 

37,149,711 

a 
183,017,.400 

(153,8#) 
162,863,556 

0 
0 
0 

0 
0 

119,706,758 
26,2111 

(6,394,197) 
(6.368,979) 

0 
0 

97.~3 

28,315 

0 
0 

449,475 

0 

0 
0 
0 
0 
0 
0 

274.725 
152.62~ 0 

0 9~, t36 

0 1.582,402 0 

152,624 1,586,607 368,861 

0 0 0 0 
815, 0 815,500 0 

PeQf 11 

2.227,~ 2T1,766 1,586,607 368,861 
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AMERICAN ELECTRIC POWER COMPANY 
BALANCE SHEET 

GLSB21& 
YTDAug2014 
DIIUliZOt4 1$ t 1 

098 V2014-0I~ 
LQaut : Qt.a:ltl 

- CllJ.CCTJIEC a-."'*' ~EG»EHT_cooa 
Other Non-Current Liabilities 

TOTAl. NON-CURRENT UABII.mES 

TOTAL UABiunES 
Cumulative Pref Stocka of Subs - Not subject Mand Redltll' 
Minority Interest- Deferred Credits 

~~or.:i-1(':1 3H;.>REHCLOERS EUU!T1 

Common Stock 
Paid In Capital 
Premium on Capital Stock 
Retained Eamlngs 
Accumulated Other Comprehensive Income (l.oss) 

TOTAL SHAREHOLDERS' EQUITY 
Memo: To/ill Equity 

TOTAl. LIABILinES AND SHAREHOLDERS' EQUITY 

out-of-balance 

Kentucky Power 
lntConsol 
GLS82111 

YTD 

Kentucky Power 
Company-

110 

472302 64 
0 
0 

22,404,049 
101,025,371 

0 
41,746,046 

(69,013) 
170106 

642,409,417 

0 

Kentucky Power 
Company -Generation 

117 

9113168 632 
0 
0 

10,217,803 
327,394,241 

0 
(20,879,898) 

(6,351 ,542) 
310 0 9 

1,273,611,941 

0 

l<el)tucky Power 
Comp.any-

180 

314 296169 
0 
0 

17,758,348 
84,039,831 

0 
118,104,911 

(55,7S3) 
211147 342 
219,847,342 

534,142,501 

tO I 

Poge12 
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Rvn Date: 0911112013 15:22 

X_OPR_COS RptJO: GLR2200V LayoutGLR220DV 
KYP_CORP C« \12099-01-01 Aa:t: PRPT ACCOUNT BU: GL_PRPT_CONS 

ASSETS 

PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL 
CONSTRUCTION WORK IN PROGRESS 
ELECTRIC UTILITY PLANT 

less Accum Provision - De(!re. De!!l. Amort. 
NET ELECTRIC UnliTY PLANT 

Net NonUtility Property 
Investment in Subsidiary & Associated 
Other Investments 
Other Special Funds 
Allowance - NonCurrent 
Long Term Energy Trading Contracts 

OTHER PROPERTY AND INVESTMENTS 

Cash and Cash Equivalents 
Advances to Affiliates 
Acct Rec - Customers 
Acct Rec - Miscellaneous 
Acct Rec - AP for Uncollectible Accounts 
Acct Rec - Associated Companies 
Fuel Stock 
Materials and Supplies 
Accrued Utility Revenues 
Energy Trading 
Prepayments 
Other Current Assets 

CURRENT ASSETS 

REGULATORY ASSETS 

TOTAL DEFERRED CHARGES 

TOTAL ASSETS 

CAPITALIZATION and LIABILITIES 
COMMON STOCK 
AUthorized: 2,000,000 Shares 
Outstanding: 1,009,000 Shares 

Common Stock 
Premium on Capital Stock 
Paid-In-Capital 
Retained Earnings 

COMMON SHAREHOLDERS' EQUITY 

PS Subject To Mandatory Redemption 
PS Not Subject Mandatory Redem!!lion 

Kentucky F Pw&r Corp Consol 
ComparaU~ Balance Sheet 

Aug st 31, 2013 

Month ~nd Balances December Balances 
2013 LastYear 

558,934,668.00 
490,152,082.00 
652,615,328.83 

57,451,300.18 
44,281,291 .91 

1,803.434,670.92 
. 624,238,902 51 

1,179,195,768.41 

2,652,288.12 5,498,717.60 
0.00 0.00 

256,941.67 260,727.67 
0.00 0.00 

2,361 ,233.00 2,361,232.37 
4,536,732.27 6,881,654.n 
9,807,195.06 15,002,332.41 

975,531.68 1,925,747.09 
9,581 ,843.31 0.00 
2,805,228.95 12,676,052.64 
1,881,284.n 3,141,697.43 

(18,278. 76) (141,538.08) 
7,386,899.99 9,241,088.58 

,427,324.92 69,147.176.47 
0,701,674.75 25,061 ,279.42 

(2,586,967 47) 816,939.53 
5,526.179.51 6,174,819.72 
2.222.119.85 1,569,794.80 
1,215,451.97 1,660,942.94 

'1 3,118,293.45 131,274,000.53 

2 1,682,881.15 214,900,829.18 

7 ,540, 729.73 78,498,798.33 

1,618,871,728.86 

,450.000.00 50,450,000.00 
0.00 0.00 

,537,532.10 238,341 ,119.49 
388.641.74 190,818.915.56 
,376,173.84 479,610,035.05 

0.00 0.00 
0.00 0.00 

Variance 
s 

(2,846,429.48) 
0.00 

(3,786.00) 
0.00 
0.63 

(2,344,922.50) 
(5,195,137.35) 

(1 0,958,068.60) 

(13, 708,946.66) 

0.00 
0.00 

196,412.61 
9,569,721).18 
9,766,138.79 

0.00 
0.00 

Page 10 
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Page 11 

Kentucky J ower Corp Consol 
Campara• ve Balance Sheet 

Aug ~st31, 2013 
RLill Date: 09/t 112013 15:22 

X_OPR_COS Rpt 10 : GLR2200\I layout GLR2200V Month End Balances December Balances Variance 
KYP CORP Cl ~1-01 Accl: PRPT ACCOUNT BU: GL PRPT CONS 2013 Last Year s 

CUMULATIVE PREFERRED STOCK 0.00 0.00 0.00 

TRUST PREFERRED SECURITIES 0.00 0.00 0.00 

Long-Term Debt Less Amt Due 1 Yr ! !69,333, 100.00 549,221,950.00 111,150.00 

CAPITALIZATION 1,( 38,709,273.84 1,028,831,985.05 9,8n,288.79 

Obligations Under Capital Lease-NonCurrent 1.901,134.15 1,674,300.89 226,833.26 
Accumulated Provision Rate Relief 0.00 1,635,430.00 (1.635.430.00) 
Accumlated Provision - Mlscellanous 36,016,285.17 34,033,794.12 1,982,491.05 

Other NonCurrent Liabilities !f7,917,419.32 37,343,525.01 573,894.31 

Preferred stoclt Due Within 1 Year 0.00 0.00 0.00 
Long-Term Debt Due Within 1 Year 0.00 0.00 0.00 
Accumulated Provision Due Within 1 Year 0.00 0.00 0.00 
Short-Term Debt 0.00 0.00 0.00 
Advances from Affiliates 0.00 13,358,855.63 (13,358,855..63) 
AlP General :20,553,161.87 30.336.n5.64 (9,783,614.77) 
AlP Associated Companies 35,137,795.77 41 ,052,680.18 (5,914 ,884.41) 
Customer Deposits 24.689,782.89 23,484,964.81 1,204,818.08 
Taxes Accrued 6,654,256.63 6,548,714.64 105,541.99 
Interest Accrued ~2.024,236.31 7,166,695.02 4,857,541.29 
Dividends Accrued 0.00 0.00 0.00 
Obligation Under Capital Leases 1,203,227.67 1.403,875.95 (200.648.28) 
Energy Contracts Current 2,740,322.71 3,320,068.02 (579.746.31) 
Other Current and Accrued Uabilities ~6.633,186.41 17,797 808.10 _!1.'164.621 .69) 

Current Liabilities U9,635,970.26 144,470,438.99 (24,834,468.73) 

Deferred Income Taxes ~1 ,482,869.36 385,153,166.17 6,329,703.19 
Deferred Investment Tax Credits 202,419.46 355,758.82 (153,339.36) 
Regulatory Liabilities 11,0.49,753.09 13,831,965.72 (2,782,212.63) 

2440002 L T Unreal Losses - Non Affil 2 .925.527.91 I 4,200,196.07 (1.274,668.16) 
2440022 UT Liability MTM Collateral (249,897 .00) (582.545.00) 332,648.00 
2450011 UT Liability-Commodity Hedges 701 .00 82,731 .00 (82,030 00) 

Long-T erm Energy Trading Contracts 2,676,331.91 3,700,382.07 (1 ,024,050.16) 
2520000 Customer Adv for Construction 80,086.36 1 63,177.74 16,-908.62 

Customer Advances for Construction 80,086.36 63,177.74 16,908.62 
Deferred Gains on Sale/Leaseback 0.00 0.00 0.00 
Deferred Gains on Dispostion of Utility Plant 0.00 0.00 0.00 

2530000 Other Deferred Credits 0.00 0.00 0.00 
2530022 Customer Advance Receipts 1,602,837.78 2.634,497.53 (1 ,031 ,659.75) 
2530050 Deferred Rev -Pole Attachments 296,768.25 78,940.35 217,827.90 
2530067 IPP - System Upgrade Credits 265,974.64 260,279.72 5,694.92 
2530092 Fbr Opt Lns-ln Kind Sv-Dfd Gns 158,828.00 162,614.00 (3,786.00) 
2530112 Other Deferred Credits-Curr 221 ,616.17 1,113,326.72 (891,710.55) 
2530114 Fedeli Mitigation Deferai(NSR) 754,941 .55 754,941.55 0.00 
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Kentucky P ~er Corp Consol 
Comparatt re Balance Sheet 

Augl st31, 2013 
Run Date: 0911112013 15:22 

X_OPR_COS Rpt 10: GLR2200V layout GLR2200V Month nd Balances December Balances Variance 
KYP CORP Cl V2D~1-01 Acct: PRPT ACCOUNT BU: GL PRPT CONS 2013 Last Year $ 
2530137 Fbr Opt Lns-Sold-Defd Rev 107,692.22 116,729.42 (9,037.20) 

Other Deferred Credits 3,408,658.61 5,121 .329.29 (1 '712,670.68) 
Deferred Credits 6,165 076.88 8 884,889.10 (2 719 812.22} 

DEFERRED CREDITS & REGULATED UABILITIES 4 8,900,118.79 408,225,n9.81 674,338.98 

CAPITAL & LIABILITIES 1 6 5162 782.21 1,618 871,728.87 (13. 708,946.651 

Statement of Reta1ned Earnmgs 

BALANCE AT BEGINNING OF YEAR 1 0,818,915.56 171,840,462.36 18,978,453.21 
Net Income (loss) 8,319,726.18 50.978.453.21 (22.658.727 .03) 
Deductions: 

DiVIdend Declared On Common Stock ( 8,750,000.00) -32,000,000 13,250,000.00 
Dividend Declared On Preferred Stock 0.00 0 0.00 
Adjustment in Retained Earnings (0.00) 0.00 (0.00) 

Total Deductions ( 8,750,000.00) (32,000,000.00) 13,250,000.00 

BALANCE AT END OF PERIOD (A) 210,388,641.74 190,818,915.56 9,569,726.18 

---
(A) Repl'9sents The Following Balances At End Of Period 

215.0 Appropriated Retained Earnings 0.00 0.00 0.00 
215.1 ft.Ppr Retnd Emgs - Amrt Rsv, Fed 0.00 0.00 0.00 

Total Appropriated Retained Earnings 0.00 0.00 O.QO 

2160000-1 Unapprp Retained Earnings Unrestr 1 K>.818,915.56 171,840,462.36 18,978,453.21 
2160002+ Unapprp Retained Earnings Restr 0.00 0.00 0.00 
210.0 Gain on Reacquired Pref Stock 0.00 0.00 0.00 

Net Income Transferred 9,569,726.18 18,978,453.21 (9.408.727 03) 
Total Unappropriated Retained Earnings 2po,388,641.74 190,818,915.56 9,569,726.18 

216.1 Unapprop Undistributed Sub Earnings 0.00 0.00 0.00 
418.1 Equity Earnini~_s of Subsidiary Co 0.00 0.00 0.00 

Total Unapprop Undistributed Sub Earnings 0.00 0.00 0.00 

Total other Retained Earnings Accounts (0.00) 0.00 (0.00) 

TOTAL RETAINED EARNINGS 2 0,388,641.74 190,818,915.56 9,569,726.18 
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KENTIJCKYF ~-COMPANY 
DETAIL OF B..ECTRI UTILITY PROI'£RTY 

Pa.gefl 

ANA&. Ot/1012014 YEARTODAT - Aueu.._ 21114 

GLR7210V 0111011-417:11 

8EGIHNING ORIGIN [u.cOST ENDING 
IIAI.ANCE ADDrnONS s ADJUSTMENTS l"RAHsFERS 8AI..ANCE 

UTIUJl' PLANT 

101/106 GENERATION 1.478,684,2.51.88 128,492,312.70 (: 97~ 454.14) (9.1'2) o.oo 1.602..202.101.3:2 

TOTAL PRODUCTION 1,471,1M,U1AI 121,482,JU.70 ( ,7 •• ~.14) (9.12) 0.00 1,102,202,101~2 

1011108 TRANSMISSION 503,165.571.80 14.337,534.89 434,518 55) 0.00 0.00 517,088,588.14 
101/106 OISTRIBUnON 733,776,590.81 2.9,176,147.89 ( 085 790,93) 0.00 0.00 757,886,847.57 

TOTAL (ACCOUNTS 101 I fOI) 2,711,121,41 ..... 170,DOI,Itl..21 ( ,A74,76U2) (1.121 0.00 2,177,117,137.03 

1011001112 CAPITAL LEASES &,279,149.17 0.00 0.00 410,466.52 0.00 8.869,615,69 

102 El.ECTR!C PLT PURCHASED OR SOLO 0.00 0.00 0.00 0.00 0.00 0.00 
1140001 ElECTRIC PLANT ACQUISITION 0.00 0.00 o.oo 0.00 0.00 0.00 

TOTAI.B..ECTRIC PLANT IN SERVICE 2,721,8111~M 170,001,"'.21 ( 474,76U2) 410,417.AO 0.00 2,113,147,U2.72 

1~1 PLANT HELD FOR FUTURE USE 7,405,958.73 0.00 ·o.oo 0.00 0,00 7 ;405,958.73 

fDTODOX CONSTRUCTION WORK IN PROGRESS: 

1.0700DX BEG. BAL. 128,599.148.19 
107000X AOOmONS '74.873,019.66 
107000)( TRANSFERS ~.428,182.65\ 
107000X END, BAL. ~.555J62.99j 76,043,985.20 

TOTAL B..ECTRJC IITIUT'( PLANT z.ii71t1D1170.A 1t7,410~21 II 474,763,62 410417.AO 0,00 Z.tl72171ft." 

NONtlT!UJY PtAN! 

1210001 NONUllUTY PROPER'TY.QWNEO 995,120.00 0.00 0.00 0.00 0.00 995,120.00 
1210002 NONUTIUTY PROPERlY-LEASED o.oo 0.00 0.01,1 0.00 o.oo 0.00 

124002&.29 On1ER INVESTMENTS 4,534,315.74 0.00 0.00 (0.03) o.oo 4,534,315.71 

TOTAL NONUTIUTY PLANT U2:1,4K.74 O.IIU o.ao 0.03 o.oo I '121,431.11 

Prepared By: PSnVblon Report GlR7210V Acct 107 Tranlf.,. (127 ;428.112.55) 
Rov_.r. Cln4y Buckbee- Pn>p Acdo. CaniDn Acct 1Dfll Addltl- 170 005 111.21 
Soun:ea af Into: POM!Pianl RopartJI tild PS GL ~577.812JI3 

ARO • ASHI1 BH1 SaMv Alii Pan<l 07/2014 42.577,812.63 
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ICEHTUCI(Y POW OR COMPANY ...... ,. 
ACCUMIJI.JITED PROVISION FOR OEPRECU :noN. AMORTIZAnON, A DEPLETION 

FINAL ot/1G/21114 YEAR TO DATE- I llguel, 2.014 

GI.R7410V DtNQ/14-17:01 

BEGIHHING PROVISION ORIGINI NET REM/ TRANSFEA/ ENDING 
BALAHCE TO DATE COST SALVCOST ADJUSTMENTS BALANCE 

unurt Pt.AHI 

NUCL£AA 
11l80001111 OTHER 0.00 
108000Q/10 DECOMMISSIONING COSTS 0.00 

'TOTAL NUCteAR 0.00 

1080001/11 PRODUCTION 599,504,126.89 37,923,201.48 (2,97 .454. 14) (1,708,332 77) o.oo 632,744,541.46 
1080001111 TRANSMISSION. 181,537,795.16 5,765,787,05 (A" ,S18SSI (240.721.33) 0.00 186,628,322.33 
1080001/11 DISTRIBUTION 192,7<M,560.64 t6.941 ,258.99 (5,06 ,790.9.3) (1.271 ,39008) 0.00 203,348,736.67 

1080013 PRODUCTION (3 620.015.26) 0.00 0.00 0.00 (349,071 32) (3,969 086 56! 
1080013 TRANSMISSION 0.00 0.00 0.00 0 ,00 0 .00 0,00 
1080013 OISTRIBVTION (16,69885) 0.00 0.00 0.00 (6,13081) (32.629.46) 

RE'TlREMENT WORK IN PROGRfSS (8,3~0.~52.52) 0.00 0.00 (3.~5,022.18) 3,220,444.18 (9,0&4,.1130.52) 

TOTAL (101X accounts) M 1,111,11t.07 10,130,22.L52 {1,47 ,763.621 17 ,20$,411i.38f 2,M6,242.21 118,A4,tA.M 

NUCLEAR Q.OO 
1110001 PRODUCTION 10 ,429,150,87 912,395,91 0,00 o.oo 84,795.77 11,426,542.05 
1110001 TRANSMISSION 1,607,7!12.68 396,013.57 o.oo 0.00 0.00 2,003,806.25 
1110001 OtSTRmiJTION 7,162,584.7~ 1,025,848.04 0.00 0,00 0 ,00 ~:1:08.532,79' 

TOTAl ft11X I Ctollnla) 11,211,7211-'0 2,334,357.52 0.00 o.oo 84,715.27 21,131,NUI 

1011006 CAPrT Al LEASE'S I ,869,467,09 0,00 0.00 0.00 211,628.01 2,081 ,093. 10 

1150001 ACQUISrTlON ADJUSTMENT AMORT 0.00 0.00 0,00 0.00 0 ,00 0.00 

TOTAL ACCUM DEP!t A MORT. 112.8011t1M 12.114113.D4 {1,47 763.62 1205,466.31 l 111 AU3 1 013314 121.05 

NONUDUTY PLAHJ 

1220001 Oepr&Amn of NonuU Pro~ 214,955.75 4 . ....S.48 0.00 0.00 0.00 219,402.23 
12<10027 Other Property - RWIP (3.400 00) 0.00 0.00 0.00 0.00 (3,400001 

TOTAL NONYnUTY PLANT 211 515.75 4 441.41 0.00 0.00 0,00 21800U3 

Prepared By; PSnVIilon Repott GLRT410V 
Rev~ CindY Sutl<bee- Prop A.ccro. Callton 
Soun:es of Info: Powerf'1ant Reporis and PS GL 
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October23, 2014 

Commonwealth of Kentucky 
Public Service Commission 
211 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602-0615 

American Electric Power 
1 Riverside Plaza 
Columbus, OH 43215·4173 
AEP.com 

Please find enclosed September 20 14 Financial Report pages for Kentucky Power Company consisting of 
the following: 

Income Statement: 

1-9 Income Statement 

1-3 Details of Operating Revenues 

4-7 Operating Expenses- Functional Expenses 

8-9 Detail Statement of Taxes 

Balance Sheet: 

10 Balance Sheet - Assets & Other Debits 

10-12 Balance Sheet- Liabilities & Other Credits 

tl-12 Deferred Credits 

12 Statement of Retained Earnings 

Utility Property: 

13-14 Electric Property & Accum Prov for Depr & Amrtz 

:;:~ 
Brian J. Frantz 
Manager - Regulated Accounting 
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Non-O~r~!rlg R"Mttln~»me 

NO{) Opt_,gAI"hh!«--MIIM 

N.,.,.,.,o!ng R .. ol lnoOo .. 

Nan.Opandlng Rllnlal lncome - NonAmll.ntd 
Non .Operating Rantallncame 

Non.Opandlng Mite Income -AI!IIIICed 
Mnc N~lne>NonAioRen:s 

Y1D 

35,331 
4,943 

(17,491) 
23,677 

1 
,961 ,999) 

(14) 
,197,413 

69 
175 

(175) 
(13,559) 

,385.398 
81 

275,336 
275,336) 
119.710) 
119,770 
657,210 
789,252) 

(01 
28,208 

182,167 
10,260 

461,059 
(1M48j 

.698,354) 
1,305 

14,099 

195,581 
22,774 

211,335 
,881 ,701 
296,785 
82,789 

,525,618 
,965,693 

1 732,514 

383 
8,533 
1,116 

741,500 
158,135 

2~.400 

P61 
(5,002) 

19,312 
19,312 

1,585 

Paga2 

Kllnluclcy Pow.r Kentucky Po-r Kel'luclcy Pow.r 
Company- Oltttlbutlon Com,.ny- Genen~tlon Compeny-

iran•ml•slon 
117 180 

Ac1val. Actual 

Y1DS. 201. YTDS. 201• 

0 (2,963,832) 0 
0 432,e;64 0 
0 807,303 0 
0 8,824,172 0 
0 139,3;!0,427 0 
0 (27) 0 
0 13,477 0 
0 (53,406) 0 
0 35,331 0 
0 4.943 0 
0 (17,491) 0 
0 23,677 0 
0 1 0 
0 (27,961 999) 0 
0 (14) 0 
0 2,197 413 0 
0 69 0 
0 175 0 
0 (175) 0 
0 (13,559) 0 
0 1,385.398 0 
0 81 0 
0 275.336 0 
0 (2]5,336) 0 
0 (119,710) 0 
0 119.770 0 
0 651.210 0 
0 (4,762.894) (26,358) 
0 (0) 0 
0 28,208 0 
0 182.167 0 
0 10,260 0 
0 481,059 0 
0 t10,448) 0 
0 (28,696.354) 0 
0 1,305 0 

188,2.0,457 (2.6,351) 

1!14,719,977 (26,351) 
0 326~ 148.151 0 

583,036 0 0 
0 22,774 0 

513,036 321,170,925 
2 ,881.701 0 0 

286,618 0 10,167 
1,800 SM89 3,500 

3.525,616 0 0 
3,965,693 0 0 

10,M1,421' 51,489 13,617 

0 383 0 
0 8,533 0 

8,116 
10,6411.4.28 641,405 u,m 
11,244,4&4 321,237,330 13,117 

23.500 900 0 
0 (16) 0 
0 0 (5,002) 

23,500 114 (5,002) 
23,500 814 (5,002) 

527 G28 430 
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Pa.ge3of9 

American Elec:trlc P-r 
INCOME STATEMENT 

GLS8016 
YJDSop2014 
1CW'7/1D1• 19.41 

OIBV201a..oe.3D -
,.21000' Ml.sc NOf\.-Op' ru:. N.of\AK · OOt 

o Non.Opet'lllng Mise Income· NonAmll.ted 
Non.()penotlng Ml•c ln....,. 

•S&0004 Rent FlO"\ Elecl Prop.AQ[)-Non111f 

-156001$ ~, Elednc.,.evef'IUB ASP 

5010000 

5010001 
5010003 

5010012 

SOlOOll 

SO lOOt!) 

5010027 

501002.ft 

5010005 

5010029 

5090000 

5090001 
SQ!lOOOS 

555000<1 
~ssows 

sssoozr 
5S50CXlJI 
SSSOOOG 
SS50101 

-S5S0t02 

.SS50000 

5550001 
5550002 
SSSOCU!I 

5550040 
5550041 

5550071 

o Aaaoclolecl BUIIneoa O.V.Iopment Income 
Revenue- Othllr Opr- O!Mr 

•(C) ftf1011to: Rewnu..or/1 Opr-0111 Atr 
"(DJ ftf1011to: Rewnu..or/1 Opr-0111 Non 

Revonue - Other Operating 
" Provl•lon for Ratoo Refund- NonAmUatad 
s Provision f« Rille Re!uncl- Amllotod 

Provlafon ror Rille Refund 
PM Siln o.m.da SVc: T •nnrt 
Pwr P!Jidl ~ S¥e Temty 

" Revenue· Power Sales 
TOTAL OPERATING R£VENUES 

Memo: G/TID Rewnlltl 
Memo: Olher Affiliated Rtwenue 
Memo.• R ... nu&-Oitl Opr-Cth All 
Memo; Reven-0111 Op!-Cth Non 

-o: T-1 OpereflngRewnua 
Memo• Alllllatod R ... ftlltl 
Memo:. Non-Aitilfaled Re-

Mento: T-Oplnt/ng Revenuu 

Fu~ 

Fud C"GMtan~cd 
Fult " PIOC\I'fe l.ln!o.aU & liande. 
Aal'l Sales Ptoce!Kt$ 

F'uld Sul'll'ev A~ff!f 

Futl OJI Consumco 
~~~~m n:.t~ng~a~tpo'ial cOJts 

Gfps\lf'l\ s.les ~fOC:Hd'l 
Fuel &penae Total 

FUtll • Oe'tened 
Dllfei'I"'ICC Fuel Elq>enae 
Over Under Fual Expenu 

Fuel for EJecttlc G.,.,.tlon 
OyP6"mha.,.n~-., 

Fuel from Amllo!U lor Beclrlc GenaratJo" 
AIICJrolfCDftlvtn Ttlle rll SeQ 

AJIOW'fnc. ConsA.m!J:IIon · fiK)jll 

An NOtC«t~ &p 
,. Uowa.nc:e • COni Uf!!ptiOn 

!Jfn~u 

TroME.I!PinM 
UmHIOM &~l'l!le. 

Pof'tm.r e:•s:-nu 

'-'""" .-.;c~:•'e EJpatte 
Emlulona Control- Chemlcels 

Total Fuel for Electric Generation 
Memo: NonAtrFueVAIIow!EmlnlaM 

PutcNnel PCIW'I!r-Pool Cepadry 
RUIGrtnld P~J • PDot EniJW 

P~dJ Pwr-Non.Fu.l Pa~.A'I 
PIJJdt Ptrwtt;.Aal.oc-Tt,.., P~« 
PUJtn P17!11r;ef ~F'Uel Povt~on-Am 

Pufcn Pow't.p.Pocl Nan-Fuel ~M 

PUI p_,.,.r.Pool N~ud--OSS.Aif. 

Purch81ad Electttelty from AEP- Amll.._ 
PUt~Nsa<lP~ 

PVfct! P'Wf~NOnTradlng...Non.ns.ot: 

Gas-ConYr"'on;-Mcne PI•M 

PJM tn..We~e"c Mll Res-OSS 
PJM ln•«Nenant Mu Re.• UE. 
PJM AnQILify Sm <Sfnc 
PJM ReaQt¥e..Ctt.,.O" 

Y1ll 

180,604 
112,1at 
182,119 
67,199 

201,050 
268,250 
419,821 

4fJ,I21 
43,655 

430,99!5 
21 ,076,995 

669,227 
(10,817) 
(n.282t 

1835\156 
325,319· 
S63,04l) 
701,553 

(1 ,840,727) 
(1 840,721) 

21 165,126 
138,375 
131,375 
,000,454 

33,844 
102,874 
137,172 
,051.612 
288,030 

,011,044 
68,696-
13,540 

411,122 
552,495 
4 14,12ct 
181.9<19 
876,093. 

3 .221,397 
0 

,423,531 
168506 
214,985 .... ..., 

273 
440,550 
19,874 

(S8, 182J 
(25,854) 

5,661 
(11 .128) 

Kontuclcy- l<anluclcy P-
Company - Dlalrlbutlon Compof!Y · Generation 

2014 

588 
1,115 
1,115 

67,199 
165,873 
233,on 
257,618 

267.111 
11,502,152 

0 
0 

441157718 

0 
0 
0 
0 
0 
0 
0 
0 

0 

0 

0 
0 
0 

0 
0 
0 
0 
0 

0 
0 
0 

326, 146,151 
0 
0 
0 

321,141,151 
0 
0 
0 
0 
0 
0 
0 

T17 
Actull 

YJDS. 2014 

180,016 
110,644 
180,644 

0 
0 

111,521 

111,626 
326,418,151 

181,875 
(555) 

111320 
471028131 

168,136,202 
301,111,40! 

1,430,996 
212,076,995 

6,689"227 
(10,817) 
(n.2&2l 

4,835,156 
325,319 
(563,042) 

226.706,553 
(11 840,727) 
(11,840,727) 

214,165,126 
138,375 
131,375 

7.000,454 
33,844 

102,674 
7,137,172 
4 ,051.812 

266,030 
3,011,044 

68,696 
13,540 

7,411,122 
~8,552,485 

22 .. 414,120 
181,9<19 
678,093 

37,221,397 
0 

49,423,531 
168,506 
214,985 

17,181,463 
270 

440,550 
13.874 

(58,182) 
(25,854) 

5,661 
(11,628) 

Kentuclcy P-• 
Compef!Y

Transmlulon 
110 

Ac:tual 

YJDS 2014 

7 

0 
430 
430 

0 
35,1n 
35,177 
30,805 

30, 1116 
44,172 

0 
0 

5I 

15,25!,.274 
55,&19,577 

30505 
72,938,555 
5f,lft,IT7 
1121 17J 
T2,t.JI,461 

0 
0 
0 
0 
0 
0 
0 
0 

0 

0 

0 
0 
0 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 

3 
0 
0 
0 
0 
0 
0 

Page3 
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Filing Requirements 
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Amerfc;an EIIIGtric Power 
l'llge ~ 

tNCOME STATEMENT Kentuclcy ower Kentucky Po-r Kemucky-1' K4>nlucky-r 
lnl Co~ lol ComP'UIY- Dlalributlon ComP'UIY- G...,.,.tlon Company-

Gl.SI016 Tranomlaalon 
YlDS.p2014 Gl.SIO 6 110 117 110 
t0071201• t&: . ..a Actu Actual Actual Actual 

....,....., GLSIIIII 

OIBV2014-41>-l0 Aocovnt fJI._ACCT SEC --Unb: S2CIMEHf CONS YlDs.tl ~· YTD Sell 2014 YlDS.P2014 YlDSep2014 

5550075 P.JM Bltc:k Slart~h¥811 226,353 0 1.226 353 0 
S'i50an PJM B!acll Sl•rt.Oedlt (1) 0 (1) 0 
.5550071 PJM Rc-aUdon..Ct'l•ae 689,301 0 1,689,301 0 
5550070 PJM Reg~Mion·CitGC 413,590) 0 (413,590) 0 
55SODeJ PJM Sp:n~ RtseN•Chal~ 347,829 0 1,347,829 0 
S5SOOU P..'M Sprwq Reserv•C!adrt 323,380) 0 (323,380) 0 
5SSOOSO P.rM lOn'i SUppl R.erv CIUI_gelSE 386,657 0 386,857 0 
SSSOI»J P.u Hcnn Avail dWoe ... \.SC (67,133) 0 (67,133) 0 
555Cim P JM Pwcnu.-.non-ECR..Auc!lcn 451 ,310 0 1,451.310 0 
5SSO,OO C•paliflV Puemas".,fol,fCDCf\ 61,814 0 81 ,614 0 
5SS0107 C•pa~ pt.t.ld!Uft • Trading 219,363 0 219,363 0 

Purchaoed Electricity for Resale - NonAmtlotad 942,113 5,942,110 3 
Purcha- Gu for Resale- Alllllat.d 
Purchaaed Gu for Resale- NonAIIIIIat.d 

Total Purchaoed- 9C 129.271 321.141151 '3Alli.Z73 3 
GROSS MARGIN 31 ..1111379 120,509,&1& 147,647370 72,ta553 

5000000 Oper SWPIMIJO" I 'Englnnflng 1116,196 0 2,816,198 0 
500000\ OptrSupet & EI"!~RATA.Atftt 52,712 0 52,712 0 
501000.0 SlumExpen.MS- ,850,356 0 1,850,356 0 
sosoooo i!lecttl~ £Jpentf'l 406,113 0 406,113 0 
500)000 ~s:: Steam POINtJ Elpe~t~et .678,999 0 5,678.999 0 
5060002 M~•eo Slum &nwt Exp.AIIioc ~3.~2 0 ~3.~2 0 
5060003 R~m~m., Cmt ExPM~Se. S.eam (74,926) 0 (74,926) 0 - NSR S8t'll.n"~eN Expe:Mit (7,679) 0 (7.679) 0 
5oe0025 M!t.t: -Stm Pwf £1:-p EfyvlrCW\q\tn.1JJ (1 11 0 (11) 0 

Slum Gonenol.lon Op Eap 785,103 10,765,103 
Nuclear Go-on Op Eap 
Hydrc Go-on Op Eap 

SS60000 Sy. ConiuM & Lo•d O,tptlehlng 366.47~ (1) 386,410 65 
S$1lX100 QbciUIJCOSO ,27&,na 614 1,275,822 ~2 
SS71)007 Olh" Pw< E.q> · IMIDiftMO REC. 12,054 12.054 0 0 
S570008 Obtl Pwr Ea;p Vobl.4aty RECt 70, 70 0 0 
5757000 PJMArt'nln·~lSC· OSS 438,556 0 438,556 0 
5757001 p JM Altnf'I·~SC. \ntl'ff\•1 5<14,003 0 S44.Q03 (0) 

Olhar Go.....Uon Op Eap 635,935 12.737 2,622,790 407 
5600000 Op11 SllpeM.-on & EI\Pnftll~ 845,718 3,917 6,403 835,398 
5611000 l,.oad(Jos- • R.,.bl., 6,000 0 0 6,000 
5012000 L<*J Oal~1ch-~v&Op ltantSyt 631,371 56 93 631.~1 
5&1~000 f>JM ~-SSC&OS.OSS 404,311 0 404,311 0 
581.4001 PJM .4drMl·SSC&0S-tl'llem .. 491,8n 0 491 .877 0 
!l&t.D07 RTO ,Ad"""' O•,•ult \.S£, 3,87~ 0 3,539 335 
50'.400& PJM Adrwn Oef11Jitl. OSS 2,417 0 2,417 0 
551SOOO Reirlabley,P'In.o&.$1121 Ot~tlop 78,878 5,1572 9,183 62,02~ 
561!000 PJM Admii\-RP.&SOS-OSS 96,721 0 96,721 0 
5611001 PJM Al:hw\-RP&SOS· In.:em.ot 116,874 0 116,874 0 
5&20001 Sbtran EJ-penaes • N.onat.Oe 281,308 5,460 0 275,849 
51>30000 0¥tthead Una &per~~n 120,214 21 0 120.183 
5550002 T,atWM.atl ElK ,by ~·r-.HAC 134,056 0 1~,058 0 
5650007 T11NJ El:toby OV,.Nf-Tm Pnct 0' 25.314,6&1 0 0 
5&50012 P JM Tt tn"J Entiii\Cetntnt ChilO• ,151,033 0 3,151,033 0 
SES001$ PJMTOSef\IElfp Alf 28,506 0 28,506 0 
5&50016 P.J\M lilTS &pti\'M .. Alfi .. &d ,184,557 0 4,184,557 D 
5650019 NU PJM Tlans Enhnccment Ellp 306,511 0 306,511 0 
51150020 PROIIISIONRTOAIII&I*!S• 899,183 0 899,183 0 
S06UOOO MIR Tranamwcn &ptnan 958,168 6.9~ 9,679 941,5>42 
S&'100C), ~em. ,:O"!tsut~lltd: 250 0 0 2.50 
se7oocn Rentt.• Asaooat•d D 0 0 387.475 
5757002 SPP Ad/\'~Jn-MAMLSC 0 0 0 0 

ll"'ll\\mlulon Op Eap 719,831 25,33&,751 1,12ot.M7 3,260,2117 
51100000 ODif S4.lpt~ & Ef9"Hrtrl0 489,540 478,095 4,123 7,322 
58110000 Load 0\spa,cl'll~ 2,989 2,210 0 759 
S82ll000 S1aton e..p.I'IM$ 150,589 145,174 0 5,415 
SA30000 O...e1bead l.JI'!e ~1'1 ... 751.794 751.820 (135) 109 
.sa•oooo Ul1dorgro"f\d Lldt El!Pifllft 79,664 79,492 126 46 
5641000 ()per af EnM~ 510Jage Eqv;p 0 0 0 0 
5!50000 Slt4!trt Ugf*fl8 & ggr'!al Svs E 120.282 120.282 0 0 
Sli&)OQO Mettr'EJI)t,..n 562,189 560,742 1,009 439 
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American Electric Power 
PaveS 

INCOME STATEMENT KIN'ItUcky-r Kentu~Power Kentu~ Power 
Company • Olstrtbutfon Company • Generation Company-

GLSI016 Trw10mlsalan 
YTDS.p2014 110 117 180 
11W71'201415"ol8 Actual Actual .._..,GU*I,. 

018 Vl014-Cll-l0 -- EC Bualn-~ SEOM!Hf CONS 2014 YTDS. 2014 YTDSa 2014 

Si70f>l0 Customer ll'lllall•liom Elip 152.245 152.245 0 0 
51180000 M-•~•ll¥~nUa OlstnbUtle~t Eip 768,272 2 ,739,079 7,108 22,084 
SIJIIQ001 Aef!ts- ~cnuaotdted ,254,829 1,254,829 0 0 
51110002 Rem Aa.aoo,.tted 51 ,597 51597 0 0 

Dlolrlllutlon Op El<p 3t3,fl'O &,335,564 1~230 310,175 
S010000 SVJ»MI;IOf'l• Cvlto~MJ"""' 217,429 217,355 54 20 
.90;zoooo Me~ Rucil\o Ea~•• 10,680 10,272 282 106 
902000. Cu~o.rn.r C.!d RQG.ng 325 97 167 61 
90l0002 Me.ltr Rud;r,g- Re..,-.11 329,091 32.9,091 0 0 
S02000l MeWr R1t.S"'O • l a'u- Puw.r 40,790 40,790 0 0 
90~ A .. ~~ & ~•ad-Du~ ... ._.,. 43,140 43,140 0 0 
90l0000 CUI.l RKO:tdll & Cc:l£t'CIIon Uf:t 251,922 247,145 368 4,410 
90J0001 CUMMIIW 0 ....... & l~n: ,798,707 1,7f7.888 769 251 
·9030002 Man"1la.ting 29,109 28,213 5 892 
9010003 Post•oe • c~"'"' EW-1 600,207 600,207 0 0 
90JOOO• c.ulone1111UJ 104.382 103.550 494 l98 
11030005 CQIIedion A gents F•n & &p 50,299 50,299 0 0 - C11M!A & Olh Coiledllen ~~ 556,3<13 556.295 36 12 
9010007 Colfr-Clor. 451.813 431 ,(113 0 0 
9010000 Oata Ptocn:!Jng 122,739 122.726 9 3 
OOA0001 Uncoil Aa:ts·J.bc: R~e (56,468) (56,468) 0 0 
0050000 Mise CUSIM\et .At:cilliMS Etp 19,7!6 19.788 0 0 
9010000 SuprrviQQit .. Cus'IOmer ScrYICI 113,222 113,216 3 3 
!101ll001 SUptMS40n • OSU (11) (4) (4) (3) 
11()110000 C\diOfnti A.s111tance ~ma: 381,504 361 ,490 7 7 
'1<)60001 OSM.Cuatomes ActtiSO!'V GJp 924 924 0 0 
9010009 CustA&UIIIIICie EXJ»f''il• OSM .323.958 3,323,169 589 220 
90!10000 lnlcwmalCin I 1nt.llut1 AtH,_ 68,123 20,862 34,816 13.045 
IJlOOOOO Mix Cust Svc&lnlcrm•too•l EJ 35,423 14,687 15,259 5.496 

Customer s.Mce and lllfonnatlon Op Exp ,454,018 1,371,323 sz.n• 2.4,121 
9120000 DflMft'llr_.bng & Sdng &p 20.8SS 20.855 0 0 
9120003 O~tmo & Stll!ng Elp • Aln O.V (321 ) (321) 0 0 

Salos Elq>enMs 20,$34 20,534 
MM\o: lnauttnc:a [9240 9250) ,330,1118 857,170 .a&,976 115,173 

9200000 AcHnil'llt.!tablle & Gen -SalanH .822,939 3,035,431 2,801 ,382 9&6,127 
9210001 Otr SIJpf & Ea:p • NoNa.aa&Jed 543,558 325,210 165,953 52,396 
9210003 Office Sl.l~ & EIIP itf'd! 12 7 4 1 
9220000 Admil'llatr.we EJcp Tm•f • C1 457 259) (457.259) 0 (0) 
9220001 Admin Ell) TI'Mf lO Cni'U'tton 349,357) (349,357) 0 0 
9l2<lOIM Admtn Etp Tuar to A80 (2,3951 (1,011) 0 (1 ,3&4) 
9230001 Outlad~ S\lce E'inP • Noneuoc .122,680 ~95,870 477,561 149,249 
0230002 OUtside SVt:1 Em~ -.Asset (OJ (0) (0) 0 
!1230003 AEPSC BUie;d to Cl•~ Co 188,685 61,677 99,411 25,597 
rnoooo Pfo.pettyiMU~ 395,947 125,690 125,024 145,2::!3 
9250000 II'IJUIIft &nd D.ama,gn- 907,403 626.289 239.258 41.857 
92S«l01 SICety t:knnm tAd AWMdS 3,126 1403 1,375 349 
9250002 Eft'!JI Aa:de:.nl f'IVrmon-.Adn! E..p 7,512 4,828" 1,924 760 
92$0004 lfVUIIa IO E~nploye..- 2.9~9 0 2,949 0 
9250()Qj; Wkl• Cmpm\n' P1e&S" lhl P~ .1 ,439 {19,402) 51,768 9.074 
!m0001 Pttnat lf"Qf\ft&Pfop ~ge.A.Ib 69,&41 3 ,058 68,751 32 
tnS0010 FfQ Ben l.Da(lftg . W'o.!n1• co~ (98,199) (&4,696) (2,072) (1 1 .~31) - Em!MvH 'Ptns!~"llt &. Btr'..- 3,452 3,452 0 0 
9260001 EOll & Pl"itll Empl Put>-S".t.l'l" 19,703 7 ,109 8 ,117 4.,477 
V260002 Ptft'l•on I GOliP ln• ~ 32,538 15,884 15,325 1,529 
~0003 Pe:nt+CM\P!'II\ .80~.673 1,720.210 1,877,259 205,205 
9J!60004 GJcwp lif• !Ml.IJan~ Pr.mr.~JM 110,898 44,428 59,049 7,'123 
9260005 GfOI.t;l Mediclll tns Pf'lfl"'lutns ,825,129 1,890,613 1,645,100 289,417 
.260006 P~ll &alrindont 1 0 0 1 
!1200007 GJoup l.-T D.sab1itY lns Pfern 13,619 8,968 3,989 662 - Gloup o.m.t !I"SUJanc.e Pttm 142,978 73,130 60,397 9,450 
9260010 Tf•!nmg .A.Ommtcunon bp 455 198 202 55 
0260012. EmJictH Adav"n· 4,532 3,231 685 616 
9260014 E~.aoON! ~lilltlt'lee p,n~, 1.438 91)0 455 83 
11260019 EmPloye• 8-1 E<p• OOI.J 10,000 0 10.000 0 
9260021 PO:ttri'IHemff!t 8ene1lt1 • OPE8 ,744,652) (1,308,483) (1,254200) (181,969) 
9280027 Sn!rtgt Pltll COI'Ith~t.OM .585,600 698,366 809,242 77,991 
.<'00036 Oe!ened Cc"'i'•Msabc»n 4,504 4,504 0 0 
11260G37 SUpplemenlil Pens.1on 179 179 0 0 
11760040 SFAS 112 PosttMpiOym&nt Ben.ef •33,979 0 433,979 0 
92W05G Fro 8e.n t.oadiMQ . Peorn.~n ( ,136,730) (795,281) (284,329) (77,140) 
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American Electric Power 
P~B 

INCOME STATEMENT Kllf'lluclcyPo-r KentuclcyP-r Kel'!luclcy-.r 
Com~M~ny • Dl•lrillutlon Compatly • Genendlon Company-

GLSID1& TIWISmlulon 
YTDS.p2014 180 
1CW712014 1~4& Actual 

l.,....t:OUII01e 
OQ6V2014$.lQ -0 CT sEC ......... Unlla: SEGMENT CONI' 2014 

I 
9?60051 ~'0 S.n loading * Grp ,,. ( .3<45, 126) (928.~72) (~.760) (111.895) 
9260~ FI081n L*no· S.V'11\Gt I 521.23<4) (322,858) (158.838) (41.940) 
9260061 Fro Ben Loold•no" OPES 391,462 318,948 31,087 41,429 
9260fl5'> ln1.-c:oFrln;o.tc::wflll-'· Con, U.t ( ,292,479) (273.401) (878,215) (140,863) 
9:!60057 POI!Jtl B.n Mtt!Scart S'tb&>dy <\61.856 t81i.892 257 ;t33 17.731 
~ Ffg 8ert lotdlr~v• Ar:au.J 112.988) (53,903) (53,602) (5,483) 
92000!l0 Amon1Pott Ret1Uttmt.n1 8en.l!f1t 162,465 97,166 53.405 11 ,874 
92700CQ Ftandtrle ReqWtmt:m 106,590 108.590 0 0 
!1:!1100011 R~gtJ];I~i)f'( Cvmmtaston Eap 24,857 8,918 10.211 5,728 
~ .... , A.t~;g&/IIOfY Clomi'/'II:Uilon E.rp..Ad.m 0 0 0 0 
9110001 Regu11tory Cotnmi::taion U:>-C•• 140,493 34,358 84,990 21 ,145 
9:J010ClD Gt:nerM ~&l»Mn 848 298 362 187 
9301001 N~t Adv•~Spue 9,643 3,473 4,0a7 2.163 
9301002 R•lloStwonAIHt1'PI!'IG lime 4,445 1,808 1,838 999 
9301010 """"" 2.492 894 1,059 538 
93010l2 P~e OPI!Mrt Su.Nev• 33,895 33,892 0 4 
9301015 ot.Mr COfPOftle Comm En 10,028 7,103 1,980 945 
9~000 M:ac~etll Qpenu• 158,852 80,180 44,384 34,287 
9307003 COipofMt I F"clocat &PtllSH 21 .379 5,000 15,173 1.207 
9301 ... Auearc:h Oentop&O"Of'IOMtf E,.p 3,483 3,483 0 0 
~)()2~54 AE~ Non ~t.O IP.!IflotNH (0) 0 (0) 0 
9)\0001 Rema • Retl Pro,aoen'1 82,806 82,806 0 0 
$l10002 Ranta . Ptf.so-n-.1 Pfopcrry 197,445 13'3,519 55.324 8.602 

Admlnl•lrallon & General 141,110 5,111,412 6,&04,394 1,512,314 
4111005 Acttf!CI~ E~Cpente 728,946 0 728.948 0 

Ac-..n 721,946 721,946 
,_ 

Gilt\ F1om Qe.pa.tltun of A•l'!l (3.015) (3,015) 0 0 
Loaal(~ln) on UtHity Plant (3,015) (:S,015) ·- Al•oc au. DeY· Mltenal• Sold 3<4,853 3<4,653 0 0 

tl02001 AQoc: BIJ•n•u DeuOOp!nef'lt Eiq) 63,910 37,592 61 26.257 
Anoclllllod Bu•IMN Development ExpenaH N,763 72,445 61 21,257 

Gain on Dlopoaltion or Property 
Lou on Dl•poolllon of Property 

Lou(Galn) of s.ta of Property 

0010001 Opeiltlon bp • NonB~oal\..0 (0) 0 (0) 0 
.26500!1 F aacneo Cult~ E.Mp • Atfit 712,054 7 12,054 0 0 
-4265010 F4dCutlNR··9•d~11:•Ami ,356,445 1,358,445 0 D 

Opr ElOfl and FactCII'Id AIR 088,4tt 2,011,499 (0) 
WatorH•ataiS 

4285 ... Soalll & 5a:Mc:• CtUllo Dun 53,011 18,261 23,898 10.~ 
.265007 A~oto.yElo_. 2,879 1,028 1,204 848 

Ex~M~nw of Non-Utility Or>eAIIOf! 55,UO 11,2.110 25,100 1 1,501 
·~10009 Mite Non.OpElop· -- 5,791 1,801 3,184 1,006 

Mlec NonOp ExpemoM • NonAuoc 5,711 1,&01 3,114 1,006 
~261000 o ........ 308,788 217,521 78,006 13,241 

Donailon COI'!Iributlona 301,118 217,521 76,006 13,241 
<2e300t Penallits 62,248 23,973 24,194 14,01!1 

Provlalon tor Penalll.,. 12,241 23,1T3 24,194 14,011 
.164000 Ch'lc I Pdaoelll Ac::IMba 202,116 74.698 80,298 47,120 

Civic & Polltlelll Activities 202,118 74,191 10,2H 47,120 
065002 Ott\tt Ocdu*na • Nonauoc 1,320 455 518 287 
<MSOU Tl•t'l-'11~ CG&1t 5,267 0 5,267 0 

Oilier Deductions I,Sn 455 5,845 217 
Sllllldown Coal Comp..,y ~nses 

All othet 0peAIIonal Expenaa 707,191 2,4041,037 214,127 17,235 
ep.,.tlonal Expensa ,3&0, 172 41,218,114 30,825,172 5,017,51& 

5 100000 M~1 SU"fJ¥ e. E.ng~neeMg ,813,997 0 2,813,997 0 
5110000 Mtontonance of SDUd\lrn ,231.472 0 1.231.472 0 
St~OOO M~P!CI oi 90!1illr ~ ,099.93<4 0 12,099,93<4 0 
$1JOOOO M.._l\tltMnce .. BedrK fl\1"11 .222,.884 0 2,222,884 0 
5140000 Mao.Mt.nanc:t cf Mlu- SI•Jm Pll ,088,928 0 1.01!6.9il.8 0 

Steam Genel'lllon Malntoonan .. 1 ,4$5,215 11,4$5,215 
Nucl .. r Ge,..llon Maln!llmnce 
Hydro Ge-*lon Melnt.nance 
otwGenanotlon Malnt.na nca 

S680000 Milil'll Sv;trt & Eng~nft'llf'IV 62, 136 17 0 82, 119 
5600000 """''*-~"~~~"~et at Strvcues 5 ,628 0 0 5,626 
5691000 Mt~nt of t otnP't'el HA!'dwioll 13,713 13 9 13,891 
5692000 Mt.~nrof C:otr~,..a•' Sof'IWI;I• 191.643 3.6n 0 187.971 
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American El ec;trlc Power 
Paga7 

INCOME STATEMENT Kentucky Power Kentvclcy Power Kentvck)'P-r 
Com,..ny- Qlolrlbutlon com,..ny- Geno"'tlon Compony-

GLSI011 T"'"omlnlon 
YTDS.p2D14 110 
t CW7Q01 .. 1S .t8 Actull .._QUill,. 

098V2014oQI..lO -M:OI.....\CCT - o Uoltr.llf:QMOII' CONS 2014 YTDS. 2014 

509l<l00 MaiM or Co~on Eqwp 12,921 0 0 12,921 
5700000 Mlln.t a1' Staton Equ~PI"'•"' 554,543 18,215 1 536,328 
5110000 Ml~~t~.tef\MC:e of OYe~head Ut~e• 369,264 {1,519) 66 2 .370,717 
5120000 M•!nt of VAdefOf9ilnd lmtl 208 0 0 208 
57l0000 Malftl of Mac TIMmll&lon Pn I 111.358 25 ~1 171,.291 

T"'"omlulon Molnl8nanca 381 ,411 20,422 1t7 1,3&0,173 
5110()000 M•tnt Su~ I £nc:'I'IHA"' 1,171 1,73-1 (1) 38 
5110000 Mwn~•~nt:ro ~ Slntttut" 8,941 8,319 0 823 
5920000 Maw or Stri«\ Eq!JICM"MM 589.~~ 548,807 50 20,587 
SllOOOO M~•,..nc• d 0\oelf'ltllf lJn.s 2 702, 197 23,702.815 2 ,576 (3,1~) 

59)1)001 Tr .. and Btu&h canu·d 284,586 284,588 0 0 
~JODOe Ma~m CNh LinK sum Ex,po.OvVnd 1,292 1,292 0 0 
SflOO'O Storm G.,ense. Amonaullon 523,833 3,523,633 0 0 
5 .. 0000 Molntcf Uru)trground UMs 68,256 68,258 0 0 
5MOOOO M•l~cf t..ne Tu'l.RI1•tora&~• 49.125 49,125 0 0 

~- Mt!n\ cot Sut Lohtno & S.gntt G 41 ,540 41,540 0 0 
5970000 Mlln,•Nnce of M~m 59,539 58,842 0 2,897 
5910000 Main' Gf Mst- 01&1~~~~ PI 133,944 132.~1 0 1.003 

Plslrlb<Alon M•lne.n-• 424,469 21,399,190 2,125 21,t53 
ll'l5000P M•ten•rce d Genttll PlaM 149 0 0 149 
9lS0001 M~ of strUC'I!JfeS • Owned 211,934 209,621 IS 2,299 
Q3S0002 M•!N af StrudUfH- loted 43,088 41.423 1,078 586 
Q350003 M•~ G1 f'~ Htld Fiu,-• Use 451 (1) 45-4 (1) 
935ClOOG Ma1n1 of C.wer Eq.upmenl 13 13 0 0 
SlJS®11 M•intcf ~.a E'c;ppm•r.t 346 0 346 0 
93500\3 Mli.nt af en,'l'l'!ct!IOn Ect-lJft~ 509,845 466,155 43,690 0 
O$SOOI5 Ma~ of Offiu Fu;MlH• 6 Eca 408.~5 213,506 192.939 0 
9:150016 MaanteNnre et \ltdfO E~m.nt 120 120 0 0 
!rJS0019 Maint ar Get~ Ptam·SCAOA Equ 363 380 2 0 
0150023 Slle CammunteatiQI'!S Strv~es. 266 0 286 0 
9350024 -.ta~nt of ~MI Comm Eq!J!p 13.963 13,963 0 0 

Admlnllllntlon & GIIMI"'I M.,ntonance 117,003 945,1150 238,110 3,032 
All OtMr Malnl8nance &pen-

Mllnt.nance Elqlono• 441,0S8 21,365,472 11,181,717 3,31S,t51 
Total Optontlonlll ond Mllnten1nce Elcpensaa 11 101,271 77,514,336 50,522,838 8,403,455 

.o.ooo. """*" GfPtal'll ,84&,631 1,180,418 1,038.458 449,759 

•oeooo• Amof1cJP!•A.cqA~ 29,862 0 0 28,962 
DDA Amortization 875,593 1,1&0,418 1,031,451 471,721 

40T3000 Regu!atoryo.bo 218,815 0 0 216,815 
DDA ReglllalofY Debita 218,115 218,115 
DDA Ravul•tory Crocllls 

Amortization 1,1&0,418 1,031,451 195,531 
40l0110! DepreaNon &p 19,122.206 41 ,830,585 8,512,502 

DDA lleprKI.Uon 19,122.206 41,830,5&5 6,512,&02 
DDA STP Nuclev Decommissioning 

oi<))IC»I D•pr ~Asset Retfemtnt 0~ 0 365,154 0 
DDA Allot R.Uremont Obllgotlon 3t5,154 
DDA Remo,., Costs 

D...-lellon 19,122.205 42,115,711 6,512,502 
Depnoci.Uon and Amortlutlon 20,212,122 45.232,175 7,201,031 

F"'nc:ltl .. TIUs 
401100813 St. .. GtonR~TII (5,942\ (5.~3) 0 
.t011Q()f;W SW.GMuReacl(llta T•• 38,930 2 38,928 0 

Reven.......WhtT- 32,111 3 32,MS 
.011002 FICA ,945,761 1,273.502 1,520,293 151.966 
.. 01100! hderef Un•f"ploymenl Tet 18.423 7,984 9,491 969 
.fO&tD07 Stal.e Unemployrncnl Ta. 66,379 25,187 39,014 3,179 
•oa1m Fnnge Benetli lo~Mi~rl,g • FICA (929,226) (573,751) (278,701) (76,774) 
.08103A Fnnge SencM i.oadlng • M (6,772) (3,929) (,2,437) (407) 
401UCl!i Fnnge Benl!f!llo.C..,g . StJT (18,3-15) (8,872) (8550) (923) 

PavroNTnu 071,220 720,102 1,271,101 71.,001 
"'0810401. StJt.•Bv.~n .... Occ:up Tun ,979,428 0 2,979,428 0 

c.,..c~ey r .... 879,421 2,979,428 
~01100509 Reill & Pertanal P!OPII'!Y T l '•es 3,975 3,907 0 69 
.08100510 A alii Per•oMI Propeny Tl•.n 131 131 0 0 
•oetoost2 R,.l PertJOnll PtopeltV Tn" ,586,311!1 111 ,154 1447,634 27,581 
~OD\00S1J ~e• Personel Proptny "t••ca ,323,186 v~,933 1,326,323 2,501 ,910 
40!1102DIQ Rni.Pe~• P,op T~~o..Gaop leua 12 12 0 0 
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t 

American Elec:trtc Power 
Page& 

INCOME STATeMENT K8ntu•IIY ~· l<entuelcy !'awe< Kantuelcy P-r Kentucky-
lntCon ~ Company • Distribution Compony • Ge--ctan Cam,..ny-

GLSI016 
GLSJ 

T,.,.mloalon 
YTl) Sep Z014 I 110 117 110 
101D71201. 15'8 Actut Actual Aetval Actull 

~.oyv..,oum,. 

IDle 018V201~l0 
--QIJICCT SEC ---Unllr. SEGMENT COHS 

YmS.Il YmS .. Z014 Ym SID 2014 YTl) SeD 2014 

41011Gl91J ReM•Peta Pfop f&'I(.C..pl.e8U'J 2,~5 790 1,974 180 
4081025U4 R•• ·P.,. P1Pp l U ..(;tplclstl 18.821 12,168 1.438 3,015 
408103611 R .. i Plop T.- C.p L111.n (1,473) (1,4731 0 0 
.. 08103614 Au~ PtOp T a.-:•CIP leeau 19,125 19,125 0 0 
40I!l00:51l ReN Perwn•l P.to~ny TUK 44.852_ 7.254 2,199 35.199 

PropenyTuaa ' 9!15,522 4,141.000 2,719,5111 2,567,954 
~11018l3 Sf P\1~ SeN Comm, T~t~·f"eu 473,122 473,122 0 0 
'0610\114 Sl Pu~ S.rv Co"'"' To .ftrt 267,388 267,388 0 0 

Rlogulatofy Fea 740,510 740,510 
40810\4HI F"toc,.; & a .. Ta•ts 3,744 0 3,744 0 

Production Toua 3,744 3,744 
.011011 14 St Llt Rgst"'on Tu•Feu 240 240 0 0 
408101500 StefeS•In•nd 0w1un 342470) (158;655) (176.775) (7,040) 
•oaJ01912 s,~te Stlet 1M Uu Tbn 2111.039 89,065 119,078 9,898 
40110191·3 S..te S•tt tftd \IM Ta:tu 1.295 1.295 0 0 
.4Dtl101914 Sl•t• .sa.n ancl u .. ~ Ttllf!s 12,550 12.550 0 0 
.t08 102214 Muii!OPif{~efea 445 445 0 0 

Mlaeella.-uo Ta.., 109,901) (53,010) (59,Q7) 2,156 
Othtot Na.Wnc:ame Taua 101,157) (53,080) (55,153) 2.156 

T-Other Than Income Tuos 11 71U12 6.055555 7 0141:!1 2.648820 
TOTAL OPERAllNG EXPENSES 111'1 2411117 101.1122.513 100 7U1150 11.211Un 

""""o: SEC To181 Ope"'~flll E>t~s s2l: 631',311 430,.070,1&4 424,150,711 11,2110,3111 

OPERATING INCOME 11 143 712 11,517,102 48,8714211 54,11a,240 

~ 1110002 tnt&. Drvfdand I n~: ~ Nl)l'I•IOc 1~250 48,490 56,799 3.981 
1-t & Dividend NonAIIIUa1ed 109,250 48,4!10 51,719 3,'161 

~ 110001 irl\etet.t Ire: Anoc Non CUP 14.193 14,193 0 0 
Cl 90005 lnt~ttl tneome • Anoc: CaP 44,807 (11.642) (46.455) 102,904 

lntonast & Dlvi-AIIIM- 51,001 2,552 (4&,455) 102,,104 

TatallntllrUt & Dividend lncoma 111,251 51,042 10,345 108,185 
4J t00ll C•PY~noCNrge 45.817 0 0 45.81? 

Int-I & Dlvt.nd Carrying Chlflle 45,111 45,117 

Moomo· Total /nl'alest & Di-nd Income WI C.tr)'if!!l 214,061 51,042 10,345 152,&12 
f,1f1QOO MVII ~1'1 FAdl U.d 0U"IO Cnstr 485,788 300,822 2,037,160 1,147,1105 

AFUDC 415,7N 300,122 2,037,1&0 1,147,105 
Gain on DlapasiHon vi Equity lrweelmenta 

lnterostLTDFMB 
. 270002 Ifill 01'1 lTD • l.nau.l PUI Co....U 10,507 10.507 0 0 

lntll-' LTD IPC 10,507 10,507 
4:J0000t IMM'nl e.p • Auoc Non-COP 787,500 302.336 247,620 237,544 

1-r LTD N- Poylbte • Alllllallld 717,500 302,3311 247,1:!0 237,544 
1.-1 LTD N- Payable · NonAIIUiallld 
I m-ot L ro DelMintuNI 

4V 0006 ~nt on LTO" s.~n UnsK Hot..:• ,499,030 9,789,559 8 ,017,658 7,691,612 
1-t L 11> Senior Unsecured ,499,030 9,7n ,m 1,017,151 7,691,612 

•270012 PCfl8 fl'llttftt Eap.,A,Moc 14.193 14 ,193 0 0 
Interest LTD Othar • Allll 14,1tl 14,193 

···nooos lnt on UO- Olh•r L TO ,176,606 2,183,403 (6,597) 
lntenaat LTD Othlf . NonAIIII 171,106 2.143.403 (&,597) 

lnt-t on Long-T.., Debt ,035 12,299,tte 1,251,U1 7,929,151 
4-3oooo:t ln1 ~ AaioO<lo ~ ~ap 28,078 5).57 171,182 (148,381) 

Interest STD • Allll 21,078 5,257 171,182 (148,381) 
4l\000"7 Una or crf'd!l 6«,088 233.on 3 55,380 55.1114 

lntetett STD • NonAiftl 144,088 233,072. 355,310 55,1114 
lnt ... t on Short Tenn Debt 672,144 231,321 528,562 (92,747) 

4110002 At!Utz: o.tJt O#nliEI.~..t Pur 5,280 0 5.280 0 
<210006 Alnrtr.Osc::nt&&~f\~Noote 356,202 138,7~ 111,998 107,463 

Amort vi Debt Disc. p,.., & Exp 361,482 138,744 117,275 107,413 
.2111000 Amrtz l ·OII R~!td 0e01•0Dn1 25,238 9,689 7,935 7 .612 

Amort Lota on RHequlnod Dlbt 25,23& 9,1119 7,935 7,612 
Amort Goln on Rllaequlred Debt 
Other lntel'llllt • Fuel RlltoYify 

U \0001 o.n., inltfet1 exp.n.. 70.905 20.5~ 41,552 8,760 
<310002 fl'llt'"' on C'\nlontel OtPQIIf.:ll 21 ,783 21783 0 0 
4}f00'2l tl1telat b;c-ente · Stlta Tb (29,9331 (14.313) (14,9611 (559) 

Otllerlnta-1· NonAiftl 62,755 21,064 26,591 1,101 

Page 8 ol9 R:Vcm9Dprd\Fin~Reports\Segment Family T ,.., Co!l$oNdatioMI2014_ 9\2014_ 9 GLS801!1.xls 
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Page9of9 

American Elactrfc Power 

Gl.SI011 
Ylil Sep 2014 
101D71101.t 15~41 

_.09U)()1 

40112001 

4\0\0IH 

4 102001 

4U1001 

•Hl001 

.. ,,400, 

40Qt00l14. 

4092'00214 

4111002 

~~--..... 

INCOME STATEMENT 

Diller Inte-l EJiponoe • Allll 
lntllf8ollbt8 Hllclge Unrullud (Galn)/Loas 

N:'N Btrwed FNil U1td 0\ti:I•C:. 

AFUDC.So.......d Fundo 
Totallnt....t Cha 
INCOMe 8Ef~ INCOME TAXES ond EQUI1Y EARNINGS 

JCO'I £ t.:..,£ S J n dEO UIT1 EARfJrJGS 

inc:ome T.un, UOI • Fedt:ral 
li\IC'r,. OlttlnUO.Uectttal 

Fedel'll Cuft'llnt IN:ol!te Tu 
Pnw Off trr lltll Oe~ lnc:.-Fed 

Ptov o.t fiT Olh 1&0 F'.cit'l'lll 
PN Ott ltT.c!r ~ Op '"c·Fcn~ 

Prv Oef 1/f..Cr OtJ\ I&O.f~d 
F...se..J Dofllft'lld Income Tilt 

nc AdJ~ IJ&IIity Opu • Fed 
F-rallnVIIImlnt Tilt Crllclllll 

Fedlrallncome TIUI 
Income 'fta•t tJOI . Stl\e 
Inc: r.._ Olb 111c: Otd • S1~e 

s-Current Income,. .. 
PIV Der vr.c, utJOp::nc-Stat• 

S-Dlleft'lld Income Tu 
S!Mit ln.,.stment Tu c..-

St.- Income Ta-
LOCIII Currwrt Income Tu 
Local DlllrTIId Income Tu 
lo.-llnvestmant Tu Crllclila 

Loclllncome Tlltls 
Foreign Cumont Income Toa 
Foreign Dlfllft'lld Income Tu 
Foreign ln-tment Tu Crllclits 

Foreign Income TIUI 
Total Income Tuu 

Eaml ofSubl 
INCDIIE AF'IU INCOME TAXES and EQUI1Y EARNINGS 

Dlaconllnullcl Operallono!N•t of TiltH) 
Cumulative Eflec:t of Accounting C...,._ 
EJIIraorclln Income/ 
NET INCOME 

Minority lnterall 
~ft'lld Stock Dividend Subl 

Eaml to Common Sh.,.,..,de" 

NET INCOME (LOSSI NODE blfOf'l PS 
Cauble Check on Nil: Income NocM .,.., Ps-

112,111 

Kentuci\y P..-r 1<8ntucky Power 
Company- Dlotrlbutfon Compony - Generation 

3,643,020 
(330,007) 

3,513,013 
3.362.559 

281 ,440 
(5,Sol5,038) 

D 
(1,901,019) 

(11.:lot0) 
(11,340) 

1,100,634 
126,263 
t57.279) 
68,964 

0 

68,964 

1.669,611 

7056-U 

705642 

05642 

~705,642 
(0) 

117 
Ac:tull 

201' 

15,399.805 
(73,973) 

15,325,1132 
25,893,288 

209,886 
(29J)40.AB8) 

(61,273) 
(2,911,517) 

(17,33ot) 
(17,334) 

12,JOt,911 
3,215,043 

(12.839) 
3,202,2114 

1458,640} 
(<451,640) 

2,7.,,564 

1 5,053,475· 

2517 eG 

87 4112 

25-17 4112 

25.176,662 
0 

Kentucky Power 
Compony 

Tranomllllon 
180 

Ac:tuol 

Ylil Se 2111, 

13.608,719 
(32.735) 

13,575,8M 
2 .806,1!08 

52.640 
(1.095,065) 

0 
1,764,313 

(43,3Sol) 
,.,.~, 

15,217,013 
2.375,245 

(5,682) 
2,369,583 

Q 

2,369,5'63 

17,611&,576 

3D 101 

3D 101 

301 101 

30,125,101 
0 
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KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1596 of 1829

Paga10 all 

AMERICAN ELECTRIC POWER COMPANY 
BALANCE SHEET 

GLS8216 
YTOSep2014 
1Qiall20tt 1J !11 

098 V2D14-G9· 

..._,a.._,. 
en EC •-u..a:sEGIIEM: CCHa 

C.ah and Cash Equivalents 
Other Cash Deposits 

Customllt$ 
Acaued Unbllled Revenues 
MlscellaneoiiS Accounts Receivable 
Allowances for Uncollec:tlble Accounts 

Accounts Receivable 
AdYBnces to Affltlatea 
Fuel, Metertals and SuppOes 
Risk Management Contnlcts ·Current 
M1ugln Deposits 
Unrecovarwd Fuel - Current 
Other Current Reguletory Assets 
Pre a mts and Other Current Assets 

TOTAL CURRENT ASSETS 

Electric Production 
Electric Tranamlulon 
Electric Dlatr1butlon 
Generel Property, Plant and Equipment 
Construction Work-In-Progress 

TOTAL PROPERTY, PLANT and EQUIPMENT 
less; AccumulaiH De cletlon end Amortization 

NET PROPERTY, PLANT and EQUIPMENT 
Nat Reg11latory Assets 
Securftlzed Trenaltlon Assets and Other 
Spent N11clear Fuel and Decommissioning Trusts 
Investments In Power and Distribution Projects 
Goodwill 
Long-Term Risk Management Assets 
Employee Benefits and Pension Assets 
Other Non Current Assets 

TOTAL OTHER NON-CURRENT ASSETS 

TOTAL ASSETS 

Accounts Payable. 
Advances from Affiliates 
Short-Tenn Debt 
Other C11rrent Regulatory Liabilities 
Long-Term Debt Due Within One Ynr Non.Afflllated 
Long-Tenn Debt Due Within One Yur · Affiliated 
Risk Management Liabilities 
Accrued Taus 
Memo: Property Taxes 
Accrued Interest 

Risk Management Collateral 
Ullllty Customer Deposits 

Deposita • Customer a.nd Collaterel 
Over·Recovarwd Fuel Costs • Current 

Dividends Declared 
Preferred Stock due WllN 1 Yr 
Obligations under Capital Leases· Current 

Tax Collections Payable 
Revenue Refunds • Aa:rued 
Accrued Rents ~ Rockport 
Accrued - Payroll 
Accrued Rents 

Kentucky Power 
lntConsol 
GLS821.6 

YTOSe 2014 

653,780 
0 

3,519,779 
0 

34,906,486 
23817 

311,402,449 
9,577,1111 

71,679,1101 
4,345,901 
1,061,125 
8,990,089 

0 
2784 63 

137,484,338 

2 58159788 ' 

91,366,477 
0 
0 
0 

65,000,000 
20,000,000 

2,083,963 
39,297,367 
12,186,843 
5,663,851 

307.092 
25,260,450 
25,567,542 

0 
0 
0 

1,135,747 
2 ,296,476 
1,149,493 

0 
2,093,459 

6,423 

Kentucky Power 
Company. 

110 

YTD.Se 2014 

763,811,201 
0 
0 

199,571 

D 
0 
0 

180,001 
2,939,773 

104,317,031 

743 34862 

131,073,972 
0 
0 
0 
0 

7,814,800 
(6,770) 

9,371,577 
6,145,167 
2,123,489 

0 
25;260,450 
25,260,450 

0 
0 
0 

483,159 
2,200,692 

0 
0 

802,633 
6,423 

Kentucky Power 
Company • Generation 

117 

YTDSe 2014 

448425 

200,884,5311 
0 
0 
0 

65,000,000 
6,233,800 
2,090,733 

15,222,222 
2,256,450 
1,742,152 

307,092 
0 

307,092 
0 
0 
0 

509,013 
88,505 
29,897 

0 
1,188,954 

0 

Kentucky Power 
Company· 

180 

YTOS 2014 

0 
0 

2,011,539 
0 

47,667,534 
0 

49,619,073 
73,967;218 

890,273 
0 
0 
0 
0 

148 699 
124,885,163 

567749 7111 

8,080,985 
0 
0 
0 
0 

6,151,600 
0 

14,703,557 
3,785,226 
1,8911,230 

0 
0 
0 
0 
0 
0 

143,574 
7,279 

1,119,596 
0 

101,872 
0 
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AMERICAN ELECTRIC POWER COMPANY Pll)e 11 

BAlANCE SHEET 'Kentucky Power Kentucky Power Kentucky Power Kentucky Power 
GLS821& lntConsol Comp.~~ny. Company ·Generation Com,pany. 
YTDS.p2014 GLS8218 11a 117 111a 
1MIII'20t413 Jt 

~! O.LSI211 

OIIB V2a14-09- - ACCT IEC 8WINU Llnl: afQIIEHT COMa YTDSe 2014 YTDSe 201'4 YTDS 2014 YTDSe 2014 

ACCI\.Ied ICP 5.449,971 2,185,992 3,063,036 200,943 
ACCI\.Ied VacatiOns 4,998,899 : 2,01!1,737 2,717,608 262,554 
Mise Employee Bene(rts 1,501,871 • 544,607 924,007 33,257 
Payroll Deductions 174,164 ! 75,671 88,959 9,534 
Severance 1 SEI O' 0 0 0 
ACCNed Wor1ters Compensation 71 1,fl0.4 1 297.137 386,268 28,199 

2530022 Custol"(\er Advance Receipts 1 ;505.~92 1,505.~92 0 0 

Customer Advance 1,505,492 1 1,505,492 0 0 
2.~20511 CQntrot Cash Dlsbtlrse Account 1,05S,290 1.053,290 0 0 

Control Cash Disbursement Account 1,053,290 ' 1.053,290 0 0 
JMG Liability 0 0 0 0 

2~20088 ~ Oeve:.>pment Fuod Cun 174,750 0 17~.750 0 
2~20506 Est F!l1anclng Co•t - Bond< t•33,,m · 0 (133,127) 0 
2420512 uttda;med fWid~ ~.948 62.948 0 0 
2420542_ A.QC cath Franchise Req 70,093 70,0113 0 0 
2~2059214 Siiies U•o Tax - Lease Eq"'p 291 0 218 73 
~20643 ACCNed Audit Foes 118,00+ 30,788 67,896 19,320 
2~2~ fedora! t.IIU;-'•on A<= (NSR) 554,326 0 554,326 0 
2. 20664 ST State Mitigation Oef (NSR) 173.10C 0 173,10C 0 
2530050 Oefell'td Rev -Pole Attachments 2.7.227 2.7,227 0 0 
2530112 Oltler O..fell'td Cted"..C..tr 230.828 9,212 221.616 0 
253012~ Contr In Aid of Constr Advanoe 38,321 38,321 0 0 
2530177" Deferred Rev-Bonus Le••• CUlT ~31.~ 0 •at.~ 0 

Mtsc Curren! and ACCNed Liabilities 1,968,328 458,588 1,490,346' 19,394 
C1Jf'11!11t Other and ACCNed Liabllllfes 22,909.470 11,149,263 s,9n,580 1,782,627 

Other Cumnt Liabilities 2.4045 17 11 &32 22 10 48& 593 1926202 
TOTAL CURRENT LlABIUnES 272,924,406 1117,069,719 3a1, 767,130 30,Ha,574 

Long-Term Debt. Afflllatad 0 0 0 0 
Long-Term Debt· Non Afflllat.d na,ooo,ooo 247,474,500 282,598,500 1VI,Il27,000 
Long-Term Debt· Premiums and Discounts Unamort (486,281) (185.142) (151,569) (149,570) 

Memo- L TO NonAmT/ated and Premiums 129,513,719 247,289,358 282,446,931 199,7n,4Jo 
Long-Term Risk. Management Liabilities- Hedge 0 0 0 0 

l440002 l T UnruJ l.OISOS • Non Air~ 627,940 1}16'1 619,973 0 

2440022 liT Uobiliiy MTM Collale<31 112.!>141 {9,217) tl.2'171 0 

Lon~t-Term Rl•k. ManagementUabllltles • MTM 815,426 n.2so1 616.676 0 
Long-Term R1sk Management Llabllltlee 615,426 r1,2SO} 616,676 0 
Defemd Income Taxes 552,969,299 168,393,166 264,627,m 119,948,35& 
Deferred Investment Tax CnKflts 53,719 12,825 20,494 20,401 
Regulatory Llabllltlft and Deferred Credits 22,542,1114 (33, 105,523) 62,1a2,424 (6,454,7171 

MeJOO -Reg Uab and Def fTC 22,595.903 (33.092,698) 62,122.918 (6.434,317) 
Aaaet Retlntment Obligation 64,112,917 113,623 8.4,049,294 0 
Nuclear Decommissioning 0 0 0 a 
Employee Benefits and Pension Obllgilllons 7,863,534 2,158,237 4,806,4111 100,88a 
Trust Prefemd Securftln a 0 0 a 
Cumulative Prefemd Stocks of Subs ·Mandatory Reese 0 0 0 0 

Obllgatlons Under Capital leases 3,370,535 1,298,283 1.635,240 437,013 
Def Credits· Income Tax 84.201 43,549 12.298 28,354 

2~301 ~~ fedo~ Mi(lgation Delo111I(NS~I 1.110,64-4 0 1,110.M4 0 
Def CreciHs • NSR 1,110,644 0 1,110,644 0 

Customer Advances for ConstruCII!on 117,511 117,511 0 0 
Def Gain on Sale/Leaseback 0 0 0 0 
Deferred Gain on Sale and Leasebaak - Rockport 0 0 0 0 
Def Gain on Dlsp of Utility Plant 0 0 0 0 

2530000 Other Oefo..-d CfwditSc 3,738 0 3,738 0 
2530067 IPP - Systom Upgrade Credits 275,~31 0 0 275431 
2530092 Fbr Opt Lns4n Kind Sv-Ofd Gns 152.086 152,086 0 0 
2530101 MACSS Un)donflliod EDt Cast> 0 0 0 0 
2530137 fbr Opt Lns-Sold-Oofd Rev 93,007 0 0 93.007 
2530178 Oj!ftrro<t Rev-SO(lus LeaH NC 1,546,438 0 1,546.~311 0 

Def CredHs - Other 2,070,700 152,086 1,550.176 368,437 
Tolal Other Deferred CredHs 2,188,211 269,597 1,550,176 368.437 
ACOJmulated ProvlsTons - Rate Refund 0 0 0 0 

Paga11 of3 H:\Gl Toam\Regthtory & Govemm0111a1 Roports\Kentudrf Power Mol\lllly Report KPSC\Z0!~\2014 09 Sep\2014_9 GLS8218J<Js 
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P1ge 12 ol3 

AMERICAN ELECTRIC POWER COMPANY 

BALANCE SHEET 
GLS8211 
YTDSep2014 
UW11'20tAU;3t 

088V201~8~ 

fil ... ,., .. .~tce~on 

...,_! OUIU11 

- Cli..J'CC1' SEC - Uolt St:GIIEtn: COliS 

ACCIJ!Tlulated Provisions • Mise 
Other Non-Current Llabllltl" 

TOTAL NON .CURRENT UABIUTIES 

TOTAL LIABILinES 

Cumulative P1'11f Stoclta of Subs - Not subJect Mend RedaiT 
Minority Interest. DefeiTed Credits 

Common Stock 
Paid In Capital 
Premium on Cap ital Stock 
Retained Earnings 
Accumulated Other Comprehensive Income (Loss) 

TOTAL SHAREHOLDERS' EQUITY 

Memo: To/a/ Eqtlity 

TOTAL UABIUTIES AND SHAREHOLDERS' EQUITY 

out-of-balance 

Kentucky Power 
lntCoiUiol 
GLS8216 

YTDS.e 2014 

757,250 
7510840 

1,385,1111,138 

1658 108 044 
0 
0 

50,450,000 
617,459,.453 

0 
139,298,330 

(6,354,038) 
700853 745 
700,853,745 

2,358,959,788 

(0) 

I 

Kentucky Power 
Company-

110 

YTDS 2014 

0 
1 111 429 

387,219,885 

574 9514 
0 
0 

22,404,049 
108,025,371 

0 
40,582,764 

(67,096) 
161945 079 
168,945,079 

743,234,662 

0 

Kentucky PoW8r 
Company- Generation 

117 

YTDSe 2014 

757,250 
5065 807 

683,735,820 

985 602750 

0 
0 

10,287,803 
327,394,248 

0 
(22,503,436) 
(6,232,738) 

301945175 
308,945,675 

1,294,4411,425 

0 

Kentucky Power 
Company-

1110 

YTDSe 2014 

0 
B33 804 

314,228,163 

718727 
0 
0 

17,758,348 
14,039,136 

0 
121,219,012 

(54,205) 
962 991 

222,962,991 

517,749,718 

ICI) 

Page 12 
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Run Oatec 1010912013 14:39 

X.,.OPR_COS Rp110: GLR22DOV Layout GJ.R2200V 

KYP CORP Cl \12099-01..01 ADct:. PRPT ACCOUNT BU: Gl PRPT CONS 

ASSETS 

PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL 
CONSTRUCTION WORK IN PROGRESS 
ELECTRIC UTILITY PLANT 

less Aocom Provision- DeEre. DeEI. Amort. 
NET ELECTRIC UTILITY PLANT 

Net Non Utility Property 
Investment in Subsidiary & Associated 
Other Investments 
Other Special Funds 
Allowance - NonCurrent 
Long Term Energy Trading Contracts 

OTHER PROPERTY AND INVESTMENTS 

Cash and Cash Equivalents 
Advances to Affiliates 
Acct Rec - Customers 
Acct Rec - Miscellaneous 
Acct Rec - AP for Uncollectible Accounts 
Acct Rec - Associated Companies 
Fuel Stock 
Materials and Supplies 
Accrued Utility Revenues 
Energy Tradfng 
Prepayments 
Other Current Assets 

CURRENT ASSETS 

REGULATORY ASSETS 

TOTAL DEFERRED CHARGES 

TOTAL ASSETS 

CAPITALIZATION and LIABILITIES 
COMMON STOCK 
Authorized: 2,000,000 Shares 
Outstanding: 1,009,000 Shares 

Common Stock. 
Premium on Capital Stock. 
Paid-In-Capital 
Retained Earnings 

COMMON SHAREHOLDERS' EQUITY 

PS Subject To Mandatory Redemption 
PS Not Subject Mandatory Redemption 

Kentucky P r Corp Conso! 
Comparatlv~ alance Sheet 

Septemb r 30, 2013 

December Bafances 
Last Year 

558,934,668.00 
490,152,082.00 
652,615,328.83 

57,451 ,300.18 
44,281 ,291 .91 

1,803,434,670.92 
624,238,902.51 

1,179,195,768.41 

2 685,724.31 5,498.717.60 
0.00 0.00 

256,467.67 260.727.67 
0.00 0.00 

2 361,233.00 2,361,232.37 
1293,823.73 6,881,654. 77 
9 597,248.71 15,002,332.41 

1 239,844.35 1,925,747.09 
~ 300,209.02 0.00 
5 292,987.24 12,676,052.64 
2 132,776.72 3,141,697.43 

(68.626.62) (141.538.08) 
9 290,122.35 9,241,088.58 

54 323,865.24 69,147,176.47 
20 259,349.70 25,061,279.42 

48,846.07 816,939.53 
5 041,531.97 6,174,819.72 

006,581 .35 1,569,794.80 
1102,209.48 1,660,942.94 

969,696.86 131,274,000.53 

164,561.05 214,900,829.1 B 

101,374.30 78,498,798.33 

746,349.32 1,618,871, 728.86 

450,000.00 50,450,000.00 
0.00 0.00 

506,174.80 238,341,119.49 
460,940.04 190,818,915.56 
417,114.84 479,610,035.05 

0.00 0.00 
0.00 0.00 

arlance 
$ 

(2.812.993.29) 
0.00 

(4.260.00) 
0.00 
0.63 

(2,587,831.04) 
(5,405.083.70) 

(685,902.74) 
6,300,209.02 

{7,383,065.40) 
(1 ,008,920.71) 

72,911.46 
49,033.77 

(14.823,311.23) 
{4.801 ,929.72) 

(768.093.46) 
(1.133,287.75) 

436,786.55 
558,733.46 

(24,304,303.67) 

(10,736,268.13) 

(34,397,424,03) 

(68, 126,379.54) 

0.00 
0.00 

Page 10 
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Page 11 

Kentucky Poll rer Corp Consol 
Comparative Balance Sheet 

Septem~ ~r30, 2013 
Run Dale: 1010912013 14:39 

X_OPR_COS Rpt 10: GLR2200V Layout GLR2200V Month Er "Balances December Balances Variance 
KYP CORP Ct V2099-01-01 Acd: PRPT _ACCOUNT BU: GL PRPT CONS :a 13 Last Year $ 

CUMULAnYEPREFERREDSTOCK I o.oo 0.00 0.00 

TRUST PREFERRED SECURITIES 0.00 0.00 0.00 

Long-Tenn Debt Less Amt Due 1 Yr 54~ ~6,993.75 549,221,950.00 125,043.75 

CAPITALIZATION 1,011 7&4,108.59 1,028,831,985.05 (11,067,876.47) 

Obligations Under Capital Lease-NonCurrent 1 ~72,461 .75 1,674,300.89 198,160.86 
Accumulated Provision Rate Relief 0.00 1,635,430.00 (1,635.430.00) 
Accumlated Provision - Miscellanous 33 ~29,323.17 34,033,794.12 (504.470.95) 

Other NonCurrent Liabilities 35 !401,784.92 37,343,525.01 (1 ,941 ,740.09) 

Preferred Stock Due Within 1 Year 0.00 0.00 0.00 
Long-Term Debt Due Within 1 Year 0.00 0.00 0.00 
Accumulated Provision Due Within 1 Year 0.00 0.00 0.00 
Short-Term Debt 0.00 0.00 0.00 
Advances from Affiliates 0.00 13,358,855.63 {13,358.855.63) 
AlP General '18 892,719.15 30,336,776.64 {11.444.057.49) 
AlP Associated Companies 2g 915,408.66 41,052,680.18 (11 ,137,271.52) 
Customer Deposits 24 769,417.37 23,484,964.81 1,284.452.56 
Taxes Accrued 5 475,503.58 6,548,714.64 (1 ,073,211 .06) 
Interest Accrued 5 104,735.71 7,166,695.02 (2,061,959.31) 
Dividends Accrued 0.00 0.00 0.00 
Obligation Under Capital Leases 1167,112.52 1,403,875.95 (236,763.43) 
Energy Contracts Current 2 382,683.51 3,320,068.02 (937,384.5 1) 
Other Current and Accrued Uabllitles 14 934867.47 17 797,808.10 (2.862,940.63) 

Current Liabilities 102 642,447.97 144.470,438.99 (41,827,991.02) 

Deferred Income Taxes 388 432,046.15 385,153,166.17 3,278,879.98 
Deferred Investment Tax Credits 183,252.04 355,758.82 (172,506.78) 
Ragulatory LlablliUes 10 183,753.39 13,831,965.72 (3,648,212.33) 

2440002 L T Unreal Losses - Non Affil 2 702.317.30 I 4,200,196.07 (t ,497,878.77) 
2440022 UT Uability MTM Collateral 216,446.00) (582,545.00) 366,099.00 
2450011 UT Uability-Commodity Hedges 3,392.00 82,731.00 {79,339.00) 

Long-Term Energy Trading Contracts 2 489.263.30 3,700,382.07 (1,211.118.77) 
2520000 Customer Adv for Construction 101 .947.71 1 63,177.74 38,769.97 

Customer Advances for Construction 101 ,947.71 63,177.74 38,769.97 
Deferred Gains on Sale/Leaseback 0.00 0.00 0.00 
Deferred Gains on Dispostion of Utility Plant I 0.00 0.00 0.00 

2530000 Other Deferred Credits 0.00 0.00 0.00 
2530022 Customer Advance Receipts 1 774,062,09 2,634,497.53 (860,435.44) 
2530050 Deferred Rev -Pole Attac:Oments 245,283.25 78,940.35 166,342.90 
2530067 IPP • System Upgrade Credits 266,658.07 260,279.72 6,378.35 
2530092 Fbr Opt Lns-ln Kind Sv-Dfd Gns 158,354.00 162,614.00 (4,260.00) 
2530101 MACSS Unidentified EDI Cash 83.81 0.00 83.81 
2530,2 Other Deferred Credits-Curr 241,799.92 1,113,326.72 (871,626.80) 
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Page 12 

Kentucky P~ ,_, Corp Consol 

ComparatJv~ BaJance Sheet 
Septemi llr 30, 2013 

Run Date: 1010912D13 14:39 

)(_OPR_COS Rpt 10: GLR2200V layout GLR2200V Month El d Balances December Balances Variance 
KVP CORP CC V2099-01-01 Acct PRPT ACCOUNT BU: Gl PRPT CONS jp13 Last Year $ 
2530114 Federl Mitigation Deferai(NSR) 754,941 .55 754,941.55 0.00 
2530137 Fbr Opt Lns-Sold-Defd Rev 106,562.57 116,729.42 (1 0,166.85) 

Other Deferred Credits 3 547,745.26 5,121,329.29 {1,573,584.03) 
Deferred Credits 6138 956.27 8,884 889.10 12,745,932.83) 

DEFERRED CREDITS & REGULATED LIABILITIES 404 938,007.85 408,225,779.81 {3.287,771.96) 

CAPITAL & LIABILITIES 1 560 746,349.33 1,618,871 728.87 (58,125,379.54} 

Statement of Retamed Earnmgs 

BALANCE AT BEGINNING OF YEAR 19~ 818,915.56 171,840,462.36 18,978,453.21 
Net Income (Loss) l 392,024.47 50,978.453.21 (43,586,428.73) 
Deductions: 

Dividend Declared On Common Stock (18 750,000.00) -32,000,000 13,250,000.00 
Dividend Declared On Preferred Stock 0.00 0 0.00 
Adjustment in Retalned Earnings 0.00 0.00 (0.00) 

Total Deductions (18 750,000.00) (32,000,000.00) 13,250,000.00 

BALANCE AT END OF PERIOD (A) 179 460,940.04 190,818,915.56 (11,357,975.53) 

(A) Represents The Following Balances At End Of Period 

215.0 Appropriated Retained Earnings 0.00 0.00 0.00 
215.1 Aj.,pr Retnd Erngs - Amrt Rsv, Fed 0.00 0.00 0.00 

Total Appropriated Retained Earnings 0.00 0.00 0.00 

2160000-1 Unapprp Retained Earnings Unrestr 19C 818,915.56 171,840,462.36 18,978,453.21 
2160002+ Unapprp Retained Earnings Restr 0.00 0.00 0.00 
210.0 Gain on Reacquired Pret Stock 0.00 0.00 0.00 

Net Income Transferred (11 357.975.53) 18,978,453.21 (30.336.428.73) 
Total Unappropriated Retained Earnings 175 460,940.04 190,818,915.56 (11,357,975.53) 

216.1 Unapprop Undistributed Sub Earnings 0.00 0.00 0.00 
418.1 EquitY Earnings of Subsidiary Co 0.00 0.00 0.00 

Total Unapprop Undistributed Sub Earnings 0,00 0.00 0.00 

Total Other Retained Earnings Accounts (0.00) 0.00 (0.00) 

TOTAL RETAINED EARNINGS 17§ 460,940.04 190.818,915.56 (11,357,975.53) 
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KENT\ICKYP WERCOMPANY Page t3 
DETAIL Of' ELf.~ UllUTY PROPERl'Y 

Anii1CIIOI/2014 YEARlO DATE ~"*'·~· 
GL.R72:10V !11/ft/1413!» 

BEGINIIING ORIG!d COST EHDING 
BAL.AHCE. AIXIITIONS s ADJUSTMEHTS lRAHSFSIS BALANCE 

UTJYTY PLANT 

101/106 GENERAOON 1,478,684.251.88 126.906,316.39 (3j ~.973.51) (9.12) o,oo 1,602.481.585.64 

TOTAL PRObUCTIOH 1,411,1M,U1.11 1H,IOI,J1UI (3, ~1,97a.51) (8.12) 0.00 1,eCIZ,411,111.14 

101/106 TRANSMISSION 503,165,571,80 1~.\l65 .750,90 ( 161,802 95) 0.00 o.oo 517,669,5111.75 
1011106 DISTRlBlmON 733,776,5110.81 32.428,069.87 (Sl 00 111.07} 0.00 0.00 760,504,549.61 

TOTAL(I'CCOUNT$101 £ 101) 2,711,l2t,414.48 t74.200,1J7.11 (8j 70,117.63) (9.12.j 11.00 2,110,1156,115.00 
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(s) 

 
 

Filing Requirement: 
 

A copy of the utility’s annual report on Form 10-K as filed with the Securities and 
Exchange Commission for the most recent two (2) years, any Form 8-K issued during the 
past two (2) years, and any Form 10-Q issued during the past six (6) quarters updated as 
current information becomes available; 
 

 
Response: 
 
Kentucky Power Company is no longer a registrant with the Securities and Exchange 
Commission and has not filed Forms 10-K, 10-Q, or 8-K since 2007. 
 
The following Company reports to the Board of Directors and Shareholders are 
attached: 
 

Kentucky Power Company 2013 Q1 Quarterly 
Kentucky Power Company 2013 Q2 Quarterly 
Kentucky Power Company 2013 Q3 Quarterly 
Kentucky Power Company 2014 Q1 Quarterly 
Kentucky Power Company 2014 Q2 Quarterly 
Kentucky Power Company 2014 Q3 Quarterly 
 

 
Please see 807 KAR 5:001 Section 16 (4)(q) for Kentucky Power’s annual reports. 
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1 

GLOSSARY OF TERMS 
 
When the following terms and abbreviations appear in the text of this report, they have the meanings 
indicated below. 
 

Term  Meaning 
   
AEGCo  AEP Generating Company, an AEP electric utility subsidiary. 
AEP or Parent  American Electric Power Company, Inc., a utility holding company. 
AEP Credit  AEP Credit, Inc., a consolidated variable interest entity of AEP which securitizes 

accounts receivable and accrued utility revenues for affiliated electric utility 
companies. 

AEP East Companies  APCo, I&M, KPCo and OPCo. 
AEP System  American Electric Power System, an integrated electric utility system, owned and 

operated by AEP’s electric utility subsidiaries. 
AEPSC  American Electric Power Service Corporation, an AEP service subsidiary providing 

management and professional services to AEP and its subsidiaries. 
AOCI  Accumulated Other Comprehensive Income. 
APCo  Appalachian Power Company, an AEP electric utility subsidiary. 
CAA  Clean Air Act. 
CO2  Carbon dioxide and other greenhouse gases. 
FERC  Federal Energy Regulatory Commission. 
FGD  Flue Gas Desulfurization or Scrubbers. 
FTR  Financial Transmission Right, a financial instrument that entitles the holder to 

receive compensation for certain congestion-related transmission charges 
that arise when the power grid is congested resulting in differences in 
locational prices. 

GAAP  Accounting Principles Generally Accepted in the United States of America. 
I&M  Indiana Michigan Power Company, an AEP electric utility subsidiary. 
IRS  Internal Revenue Service. 
Interconnection Agreement  An agreement by and among APCo, I&M, KPCo and OPCo, defining the sharing of 

costs and benefits associated with their respective generating plants. 
KPCo  Kentucky Power Company, an AEP electric utility subsidiary. 
KPSC  Kentucky Public Service Commission. 
MMBtu  Million British Thermal Units. 
MTM  Mark-to-Market. 
MW  Megawatt. 
MWh  Megawatthour. 
OPCo   Ohio Power Company, an AEP electric utility subsidiary. 
OPEB  Other Postretirement Benefit Plans. 
OTC  Over the counter. 
PJM  Pennsylvania – New Jersey – Maryland regional transmission organization. 
Risk Management Contracts  Trading and nontrading derivatives, including those derivatives designated as cash 

flow and fair value hedges. 
Rockport Plant  A generating plant, consisting of two 1,300 MW coal-fired generating units near 

Rockport, Indiana, owned by AEGCo and I&M. 
RTO  Regional Transmission Organization, responsible for moving electricity over large 

interstate areas. 
SIA  System Integration Agreement, effective June 15, 2000, provides contractual basis 

for coordinated planning, operation and maintenance of the power supply 
sources of the combined AEP. 

Utility Money Pool  Centralized funding mechanism AEP uses to meet the short-term cash requirements 
of certain utility subsidiaries. 

VIE  Variable Interest Entity. 
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2 

 KENTUCKY POWER COMPANY  
 CONDENSED STATEMENTS OF INCOME  
 For the Three Months Ended March 31, 2013 and 2012  
 (in thousands)  
 (Unaudited)  
          
   Three Months Ended March 31,  
   2013   2012   
 REVENUES       
 Electric Generation, Transmission and Distribution  $  166,418   $  158,803   
 Sales to AEP Affiliates    14,554     5,025   
 Other Revenues    132     202   
 TOTAL REVENUES    181,104     164,030   
          
 EXPENSES        
 Fuel and Other Consumables Used for Electric Generation    43,721     29,985   
 Purchased Electricity for Resale     3,370     3,994   
 Purchased Electricity from AEP Affiliates    57,664     56,028   
 Other Operation    13,267     14,343   
 Maintenance    11,696     18,794   
 Depreciation and Amortization    14,666     13,541   
 Taxes Other Than Income Taxes    3,135     3,193   
 TOTAL EXPENSES    147,519     139,878   
         
 OPERATING INCOME    33,585     24,152   
         
 Other Income (Expense):        
 Interest Income    27     122   
 Allowance for Equity Funds Used During Construction    261     699   
 Interest Expense    (8,885)    (8,765)  
         
 INCOME BEFORE INCOME TAX EXPENSE    24,988     16,208   
         
 Income Tax Expense    8,226     5,190   
         
 NET INCOME  $  16,762   $  11,018   
         
 The common stock of KPCo is wholly-owned by AEP.  

         
 See Condensed Notes to Condensed Financial Statements beginning on page 8.  
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3 

KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Three Months Ended March 31, 2013 and 2012 
 (in thousands) 

(Unaudited) 
        

   Three Months Ended March 31, 
   2013   2012  
Net Income  $  16,762   $  11,018  
        

OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAXES       
Cash Flow Hedges, Net of Tax of $118 and $65 in 2013 and 2012, Respectively    218     (121) 
        
TOTAL COMPREHENSIVE INCOME  $  16,980   $  10,897  
        
See Condensed Notes to Condensed Financial Statements beginning on page 8.    
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4 

KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF CHANGES IN COMMON SHAREHOLDER'S EQUITY 

For the Three Months Ended March 31, 2013 and 2012 
(in thousands) 
(Unaudited) 

 
           Accumulated   
           Other   
     Common  Paid-in  Retained  Comprehensive   
     Stock  Capital  Earnings  Income (Loss)  Total 
TOTAL COMMON SHAREHOLDER'S                
 EQUITY – DECEMBER 31, 2011  $  50,450   $  238,750   $  171,841   $  (625)  $  460,416  
                
Common Stock Dividends          (8,000)       (8,000) 
Net Income          11,018        11,018  
Other Comprehensive Loss             (121)    (121) 
TOTAL COMMON SHAREHOLDER'S                
 EQUITY – MARCH 31, 2012  $  50,450   $  238,750   $  174,859   $  (746)  $  463,313  
                
TOTAL COMMON SHAREHOLDER'S                
 EQUITY – DECEMBER 31, 2012  $  50,450   $  238,750   $  190,819   $  (409)  $  479,610  

                
Common Stock Dividends          (6,250)       (6,250) 
Net Income          16,762        16,762  
Other Comprehensive Income              218     218  
TOTAL COMMON SHAREHOLDER'S                
 EQUITY – MARCH 31, 2013  $  50,450   $  238,750   $  201,331   $  (191)  $  490,340  
                
See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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5 

 KENTUCKY POWER COMPANY 
 CONDENSED BALANCE SHEETS 
 ASSETS 
 March 31, 2013 and December 31, 2012 
 (in thousands) 
 (Unaudited) 
  
     March 31,  December 31, 
   2013   2012  
 CURRENT ASSETS       
 Cash and Cash Equivalents  $  862   $  1,482  
 Accounts Receivable:       
  Customers    18,630     15,666  
  Affiliated Companies    5,319     10,152  
  Accrued Unbilled Revenues    1,794     817  
  Miscellaneous    84     151  
  Allowance for Uncollectible Accounts    (9)    (142) 
   Total Accounts Receivable     25,818     26,644  
 Fuel    47,169     69,147  
 Materials and Supplies    22,425     25,061  
 Risk Management Assets     4,622     6,175  
 Accrued Tax Benefits     3,679     5,186  
 Prepayments and Other Current Assets    5,551     6,626  
 TOTAL CURRENT ASSETS    110,126     140,321  
        
 PROPERTY, PLANT AND EQUIPMENT       
 Electric:       
  Generation    560,292     558,935  
  Transmission    490,860     490,152  
  Distribution    663,710     652,615  
 Other Property, Plant and Equipment    64,383     63,151  
 Construction Work in Progress    43,808     44,281  
 Total Property, Plant and Equipment    1,823,053     1,809,134  
 Accumulated Depreciation and Amortization    613,219     603,373  
 TOTAL PROPERTY, PLANT AND EQUIPMENT – NET    1,209,834     1,205,761  
        
 OTHER NONCURRENT ASSETS       
 Regulatory Assets    214,240     213,734  
 Long-term Risk Management Assets    4,949     6,882  
 Deferred Charges and Other Noncurrent Assets     45,537     48,880  
 TOTAL OTHER NONCURRENT ASSETS    264,726     269,496  
        
 TOTAL ASSETS  $  1,584,686   $  1,615,578  
        
 See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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6 

 

 KENTUCKY POWER COMPANY 
 CONDENSED BALANCE SHEETS 
 LIABILITIES AND COMMON SHAREHOLDER'S EQUITY 
 March 31, 2013 and December 31, 2012 
 (Unaudited) 
  
     March 31,  December 31, 
   2013   2012  
    (in thousands) 
 CURRENT LIABILITIES       
 Advances from Affiliates   $  11,039   $  13,359  
 Accounts Payable:       
  General    21,553     30,337  
  Affiliated Companies    18,422     40,965  
 Risk Management Liabilities    2,380     3,320  
 Customer Deposits    23,958     23,485  
 Accrued Taxes     11,688     11,818  
 Accrued Interest    5,575     7,210  
 Regulatory Liability for Over-Recovered Fuel Costs    -     7,928  
 Other Current Liabilities    23,321     25,685  
 TOTAL CURRENT LIABILITIES    117,936     164,107  
        
 NONCURRENT LIABILITIES       
 Long-term Debt – Nonaffiliated    529,264     529,222  
 Long-term Debt – Affiliated    20,000     20,000  
 Long-term Risk Management Liabilities    2,630     3,700  
 Deferred Income Taxes    358,249     353,578  
 Regulatory Liabilities and Deferred Investment Tax Credits    25,557     26,159  
 Employee Benefits and Pension Obligations    32,124     30,981  
 Deferred Credits and Other Noncurrent Liabilities    8,586     8,221  
 TOTAL NONCURRENT LIABILITIES    976,410     971,861  
        
 TOTAL LIABILITIES    1,094,346     1,135,968  
        
 Rate Matters (Note 3)       
 Commitments and Contingencies (Note 4)       
        
 COMMON SHAREHOLDER’S EQUITY       
 Common Stock – Par Value – $50 Per Share:       
  Authorized – 2,000,000 Shares       
  Outstanding – 1,009,000 Shares    50,450     50,450  
 Paid-in Capital    238,750     238,750  
 Retained Earnings    201,331     190,819  
 Accumulated Other Comprehensive Income (Loss)    (191)    (409) 
 TOTAL COMMON SHAREHOLDER’S EQUITY    490,340     479,610  
        
 TOTAL LIABILITIES AND COMMON SHAREHOLDER'S EQUITY  $  1,584,686   $  1,615,578  
        
 See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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7 

 

KENTUCKY POWER COMPANY 

CONDENSED STATEMENTS OF CASH FLOWS 

For the Three Months Ended March 31, 2013 and 2012 

(in thousands) 

(Unaudited) 

 
     Three Months Ended March 31, 

  2013   2012  

OPERATING ACTIVITIES   

Net Income  $  16,762  $  11,018 

Adjustments to Reconcile Net Income to Net Cash Flows from Operating Activities:     

  Depreciation and Amortization   14,666   13,541 

  Deferred Income Taxes   6,096   (1,191)

  Allowance for Equity Funds Used During Construction   (261)  (699)

  Mark-to-Market of Risk Management Contracts   1,798   (22)

  Fuel Over/Under-Recovery, Net   (7,945)  5,784 

  Change in Other Noncurrent Assets   3,278   (1,052)

  Change in Other Noncurrent Liabilities   75   (135)

  Changes in Certain Components of Working Capital:     

   Accounts Receivable, Net   826   11,412 

   Fuel, Materials and Supplies   24,614   (5,081)

   Accounts Payable   (27,906)  (13,128)

   Customer Deposits   473   315 

   Accrued Taxes, Net    1,377   4,881 

   Other Current Assets   912   603 

   Other Current Liabilities   (6,661)  (6,990)

Net Cash Flows from Operating Activities   28,104   19,256 

     
INVESTING ACTIVITIES     

Construction Expenditures   (20,558)  (23,660)

Change in Advances to Affiliates, Net   -   12,454 

Other Investing Activities   452   83 

Net Cash Flows Used for Investing Activities   (20,106)  (11,123)

     
FINANCING ACTIVITIES     

Change in Advances from Affiliates, Net   (2,320)  - 

Principal Payments for Capital Lease Obligations   (245)  (304)

Dividends Paid on Common Stock   (6,250)  (8,000)

Other Financing Activities   197   6 

Net Cash Flows Used for Financing Activities   (8,618)  (8,298)

     
Net Decrease in Cash and Cash Equivalents   (620)  (165)

Cash and Cash Equivalents at Beginning of Period   1,482   778 

Cash and Cash Equivalents at End of Period  $  862  $  613 

     
SUPPLEMENTARY INFORMATION     

Cash Paid for Interest, Net of Capitalized Amounts  $  10,315  $  10,459 

Net Cash Paid for Income Taxes   111   186 

Noncash Acquisitions Under Capital Leases   590   152 

Construction Expenditures Included in Current Liabilities as of March 31,   6,115   7,819 

   

See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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1.  SIGNIFICANT ACCOUNTING MATTERS 
 
General 
 
The unaudited condensed financial statements and footnotes were prepared in accordance with GAAP for interim 
financial information.  Accordingly, they do not include all of the information and footnotes required by GAAP for 
complete annual financial statements. 
 
In the opinion of management, the unaudited condensed interim financial statements reflect all normal and recurring 
accruals and adjustments necessary for a fair presentation of the net income, financial position and cash flows for the 
interim periods.  Net income for the three months ended March 31, 2013 is not necessarily indicative of results that 
may be expected for the year ending December 31, 2013.  The condensed financial statements are unaudited and 
should be read in conjunction with the audited 2012 financial statements and notes thereto, which are included in 
KPCo’s 2012 Annual Report. 
 
Management reviewed subsequent events through April 26, 2013, the date that the first quarter 2013 report was 
issued. 
 
2.  COMPREHENSIVE INCOME 
 
Presentation of Comprehensive Income 

 
The following table provides the components of changes in AOCI for the three months ended March 31, 2013.  All 
amounts in the following table are presented net of related income taxes. 
 
 Changes in Accumulated Other Comprehensive Income (Loss) by Component 
 For the Three Months Ended March 31, 2013 
  
    Cash Flow Hedges    
       Interest Rate and    
    Commodity  Foreign Currency  Total 
    (in thousands) 
 Balance in AOCI as of December 31, 2012 $  (127)  $  (282)  $  (409) 
 Change in Fair Value Recognized in AOCI   161     -     161  
 Amounts Reclassified from AOCI   42     15     57  
 Net Current Period Other         
   Comprehensive Income   203     15     218  
 Balance in AOCI as of March 31, 2013 $  76   $  (267)  $  (191) 
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Reclassifications Out of Accumulated Other Comprehensive Income 
 
The following table provides details of reclassifications from AOCI for the three months ended March 31, 2013.     
 
 Reclassifications from Accumulated Other Comprehensive Income (Loss) 
 For the Three Months Ended March 31, 2013 
       
     Amount of 
     (Gain) Loss 
     Reclassified 
     from AOCI 
 Gains and Losses on Cash Flow Hedges  (in thousands) 
 Commodity:    
   Electric Generation, Transmission and Distribution Revenues  $  19  
   Purchased Electricity for Resale    54  
   Other Operation Expense    (3) 
   Maintenance Expense    (2) 
   Property, Plant and Equipment    (4) 
 Subtotal - Commodity    64  
       
 Interest Rate and Foreign Currency:    
   Interest Expense    23  
 Subtotal - Interest Rate and Foreign Currency    23  
       
 Reclassifications from AOCI, before Income Tax (Expense) Credit    87  
 Income Tax (Expense) Credit    30  
 Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit  $  57  
 
The following table provides details on designated, effective cash flow hedges included in Accumulated Other 
Comprehensive Income (Loss) on the condensed balance sheets and the reasons for changes in cash flow hedges for 
the three months ended March 31, 2012.  All amounts in the following table are presented net of related income 
taxes. 
 
 Total Accumulated Other Comprehensive Income (Loss) Activity for Cash Flow Hedges 
 For the Three Months Ended March 31, 2012 
            
     Commodity  Interest Rate  Total 
     (in thousands) 
 Balance in AOCI as of December 31, 2011  $  (283)  $  (342)  $  (625) 
 Changes in Fair Value Recognized in AOCI    (350)    -     (350) 
 Amount of (Gain) or Loss Reclassified from AOCI          
  to Statement of Income/within Balance Sheet:          
   Purchased Electricity for Resale    216     -     216  
   Maintenance Expense    (1)    -     (1) 
   Interest Expense    -     15     15  
   Property, Plant and Equipment    (1)    -     (1) 
 Balance in AOCI as of March 31, 2012  $  (419)  $  (327)  $  (746) 
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3.  RATE MATTERS  
 

As discussed in KPCo’s 2012 Annual Report, KPCo is involved in rate and regulatory proceedings at the FERC and 
the KPSC.  The Rate Matters note within KPCo’s 2012 Annual Report should be read in conjunction with this report 
to gain a complete understanding of material rate matters still pending that could impact net income, cash flows and 
possibly financial condition.  The following discusses ratemaking developments in 2013 and updates KPCo’s 2012 
Annual Report. 
 
Regulatory Assets Not Yet Being Recovered        
     March 31,  December 31,   
     2013   2012   
 Noncurrent Regulatory Assets  (in thousands)  
 Regulatory assets not yet being recovered pending future proceedings:        
         
 Regulatory Assets Currently Not Earning a Return        
  Storm Related Costs  $  12,146   $  12,146   
  Medicare Part D    2,599     -   
  Mountaineer Carbon Capture and Storage Commercial        
   Scale Facility    873     873   
 Total Regulatory Assets Not Yet Being Recovered  $  15,618   $  13,019   
 
If these costs are ultimately determined not to be recoverable, it would reduce future net income and cash flows and 
impact financial condition. 
 
Plant Transfer 
 

In October 2012, the AEP East Companies submitted several filings with the FERC.  See the “Corporate Separation 
and Termination of Interconnection Agreement” section of FERC Rate Matters.  In December 2012, KPCo filed a 
request with the KPSC for approval to transfer at net book value to KPCo a one-half interest in the Mitchell Plant, 
comprising 780 MW of average annual generating capacity presently owned by OPCo.  If the transfer is approved, 
KPCo anticipates seeking cost recovery when filing its next base rate case.  In March 2013, KPCo issued a Request 
for Proposal to purchase up to 250 MW of long-term capacity and energy.  KPCo also requested costs related to the 
Big Sandy Plant Unit 2 FGD project be established as a regulatory asset and be recovered in KPCo’s next base rate 
case.  As of March 31, 2013, KPCo has incurred $28 million related to the FGD project, which is recorded in 
Deferred Charges and Other Noncurrent Assets on the balance sheet.   
 
In April 2013, the Kentucky Industrial Utility Customers, Inc. (KIUC) filed testimony that recommended (a) the 
one-half transfer interest of the Mitchell Plant be limited to a 20% interest contingent on a determination that the net 
book value is less than market value, (b) the transfer should occur on June 1, 2015 and (c) that the request to defer 
the FGD project costs be denied.  If the Mitchell Plant transfer is approved, the KIUC requested that the 
shareholder’s portion of off-system sales decrease from 40% to zero.  A hearing at the KPSC is scheduled for May 
2013.  If KPCo is not ultimately permitted to recover its incurred costs, it could reduce future net income and cash 
flows and impact financial condition. 
 
FERC Rate Matters  
 
Corporate Separation and Termination of Interconnection Agreement 
 
In October 2012, the AEP East Companies submitted several filings with the FERC seeking approval to fully 
separate OPCo’s generation assets from its distribution and transmission operations.  The AEP East Companies also 
requested FERC approval to transfer at net book value OPCo’s Mitchell Plant to APCo and KPCo in equal one-half 
interests (780 MW each).  This transfer is proposed to be effective no later than December 31, 2013.  Additionally, 
the AEP East Companies asked the FERC, effective January 1, 2014, to terminate the existing Interconnection 
Agreement and approve a new Power Coordination Agreement (PCA) among APCo, I&M and KPCo with AEPSC 
as the agent to coordinate their respective power supply resources.  Under the PCA, KPCo would be individually 
responsible for planning its respective capacity obligations and there would be no capacity equalization 
charges/credits on deficit/surplus companies.  Further, the PCA allows, but does not obligate, KPCo to participate 
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collectively under a common fixed resource requirement capacity plan in PJM and to participate in specified 
collective off-system sales and purchase activities.  Intervenors have opposed several of these filings.  The AEP East 
Companies responded to intervenor comments and filed a revised PCA at the FERC in March 2013.  The revised 
PCA included certain clarifying wording changes that have been agreed upon by intervenors.  A decision from the 
FERC is expected in the second quarter of 2013.  Similar filings have been made at the KPSC.  See the “Plant 
Transfer” section of Rate Matters.   
 
If KPCo experiences decreases in revenues or increases in expenses as a result of changes to its relationship with 
affiliates and is unable to recover the change in revenues and costs through rates, prices or additional sales, it could 
reduce future net income and cash flows. 
 
4.  COMMITMENTS, GUARANTEES AND CONTINGENCIES 
 
KPCo is subject to certain claims and legal actions arising in its ordinary course of business.  In addition, KPCo’s 
business activities are subject to extensive governmental regulation related to public health and the environment.  
The ultimate outcome of such pending or potential litigation cannot be predicted.  For current proceedings not 
specifically discussed below, management does not anticipate that the liabilities, if any, arising from such 
proceedings would have a material effect on the financial statements.  The Commitments, Guarantees and 
Contingencies note within KPCo’s 2012 Annual Report should be read in conjunction with this report. 
 
GUARANTEES 
 

Liabilities for guarantees are recorded in accordance with the accounting guidance for “Guarantees.”  There is no 
collateral held in relation to any guarantees.  In the event any guarantee is drawn, there is no recourse to third parties 
unless specified below. 
 
Indemnifications and Other Guarantees 
 
Contracts 

 
KPCo enters into certain types of contracts which require indemnifications.  Typically these contracts include, but 
are not limited to, sale agreements, lease agreements, purchase agreements and financing agreements.  Generally, 
these agreements may include, but are not limited to, indemnifications around certain tax, contractual and 
environmental matters.  With respect to sale agreements, exposure generally does not exceed the sale price.  As of 
March 31, 2013, there were no material liabilities recorded for any indemnifications. 
 
KPCo is jointly and severally liable for activity conducted by AEPSC on behalf of the AEP East Companies related 
to power purchase and sale activity conducted pursuant to the SIA. 
 
Master Lease Agreements 

 
KPCo leases certain equipment under master lease agreements.  Under the lease agreements, the lessor is guaranteed 
a residual value up to a stated percentage of either the unamortized balance or the equipment cost at the end of the 
lease term.  If the actual fair value of the leased equipment is below the guaranteed residual value at the end of the 
lease term, KPCo is committed to pay the difference between the actual fair value and the residual value guarantee.  
Historically, at the end of the lease term the fair value has been in excess of the unamortized balance.  As of March 
31, 2013, the maximum potential loss for these lease agreements was approximately $1 million assuming the fair 
value of the equipment is zero at the end of the lease term.   
 
CONTINGENCIES 
 
Carbon Dioxide Public Nuisance Claims 
 
In October 2009, the Fifth Circuit Court of Appeals reversed a decision by the Federal District Court for the District 
of Mississippi dismissing state common law nuisance claims in a putative class action by Mississippi residents 
asserting that CO2 emissions exacerbated the effects of Hurricane Katrina.  The Fifth Circuit held that there was no 
exclusive commitment of the common law issues raised in plaintiffs’ complaint to a coordinate branch of 
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government and that no initial policy determination was required to adjudicate these claims.  The court granted 
petitions for rehearing.  An additional recusal left the Fifth Circuit without a quorum to reconsider the decision and 
the appeal was dismissed, leaving the district court’s decision in place.  Plaintiffs filed a petition with the U.S. 
Supreme Court asking the court to remand the case to the Fifth Circuit and reinstate the panel decision.  The petition 
was denied in January 2011.  Plaintiffs refiled their complaint in federal district court.  The court ordered all 
defendants to respond to the refiled complaints in October 2011.  In March 2012, the court granted the defendants’ 
motion for dismissal on several grounds, including the doctrine of collateral estoppel and the applicable statute of 
limitations.  Plaintiffs appealed the decision to the Fifth Circuit Court of Appeals.  Management will continue to 
defend against the claims.  Management is unable to determine a range of potential losses that are reasonably 
possible of occurring. 
 
Alaskan Villages’ Claims 
 
In 2008, the Native Village of Kivalina and the City of Kivalina, Alaska filed a lawsuit in Federal Court in the 
Northern District of California against AEP, AEPSC and 22 other unrelated defendants including oil and gas 
companies, a coal company and other electric generating companies.  The complaint alleges that the defendants' 
emissions of CO2 contribute to global warming and constitute a public and private nuisance and that the defendants 
are acting together.  The complaint further alleges that some of the defendants, including AEP, conspired to create a 
false scientific debate about global warming in order to deceive the public and perpetuate the alleged nuisance.  The 
plaintiffs also allege that the effects of global warming will require the relocation of the village at an alleged cost of 
$95 million to $400 million.  In October 2009, the judge dismissed plaintiffs’ federal common law claim for 
nuisance, finding the claim barred by the political question doctrine and by plaintiffs’ lack of standing to bring the 
claim.  The judge also dismissed plaintiffs’ state law claims without prejudice to refiling in state court.  The 
plaintiffs appealed the decision.  In September 2012, the Ninth Circuit Court of Appeals affirmed the trial court’s 
decision, holding that the CAA displaced Kivalina’s claims for damages.  Plaintiffs filed seeking further review in 
the U.S. Supreme Court.  Management believes the action is without merit and will continue to defend against the 
claims.  Management is unable to determine a range of potential losses that are reasonably possible of occurring. 
 
5.  BENEFIT PLANS 
 
KPCo participates in an AEP sponsored qualified pension plan and an unfunded nonqualified pension plan.  
Substantially all of KPCo’s employees are covered by the qualified plan or both the qualified and nonqualified 
pension plans.  KPCo also participates in OPEB plans sponsored by AEP to provide health and life insurance 
benefits for retired employees. 
 
Components of Net Periodic Benefit Cost 
 
The following table provides the components of KPCo’s net periodic benefit cost (credit) for the plans for the three 
months ended March 31, 2013 and 2012: 
 
   Other Postretirement 
 Pension Plans  Benefit Plans 
 Three Months Ended March 31,  Three Months Ended March 31, 
 2013   2012   2013   2012  
 (in thousands) 
Service Cost $  257   $  353   $  111   $  252  
Interest Cost   1,235     1,366     458     709  
Expected Return on Plan Assets   (1,605)    (1,848)    (737)    (728) 
Amortization of Prior Service Cost (Credit)   10     21     (505)    (126) 
Amortization of Net Actuarial Loss   1,118     919     421     392  
Net Periodic Benefit Cost (Credit) $  1,015   $  811   $  (252)  $  499  
 
6.  BUSINESS SEGMENTS 
 
KPCo has one reportable segment, an integrated electricity generation, transmission and distribution business.  
KPCo’s other activities are insignificant. 
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7.  DERIVATIVES AND HEDGING 
 
OBJECTIVES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS 
 
KPCo is exposed to certain market risks as a major power producer and marketer of wholesale electricity, coal and 
emission allowances.  These risks include commodity price risk, interest rate risk, credit risk and, to a lesser extent, 
foreign currency exchange risk.  These risks represent the risk of loss that may impact KPCo due to changes in the 
underlying market prices or rates.  AEPSC, on behalf of KPCo, manages these risks using derivative instruments. 
 
STRATEGIES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS TO ACHIEVE OBJECTIVES 
 
Risk Management Strategies 
 
The strategy surrounding the use of derivative instruments primarily focuses on managing risk exposures, future 
cash flows and creating value utilizing both economic and formal hedging strategies.  The risk management 
strategies also include the use of derivative instruments for trading purposes, focusing on seizing market 
opportunities to create value driven by expected changes in the market prices of the commodities in which AEPSC 
transacts on behalf of KPCo.  To accomplish these objectives, AEPSC, on behalf of KPCo, primarily employs risk 
management contracts including physical and financial forward purchase-and-sale contracts and, to a lesser extent,  
OTC swaps and options.  Not all risk management contracts meet the definition of a derivative under the accounting 
guidance for “Derivatives and Hedging.”  Derivative risk management contracts elected normal under the normal 
purchases and normal sales scope exception are not subject to the requirements of this accounting guidance. 
 
AEPSC, on behalf of KPCo, enters into power, coal, natural gas, interest rate and, to a lesser degree, heating oil and 
gasoline, emission allowance and other commodity contracts to manage the risk associated with the energy business.  
AEPSC, on behalf of KPCo, enters into interest rate derivative contracts in order to manage the interest rate 
exposure associated with KPCo’s commodity portfolio.  For disclosure purposes, such risks are grouped as 
“Commodity,” as these risks are related to energy risk management activities.  AEPSC, on behalf of KPCo, also 
engages in risk management of interest rate risk associated with debt financing and foreign currency risk associated 
with future purchase obligations denominated in foreign currencies.  The amount of risk taken is determined by the 
Commercial Operations and Finance groups in accordance with the established risk management policies as 
approved by the Finance Committee of AEP’s Board of Directors. 
 
The following table represents the gross notional volume of the KPCo’s outstanding derivative contracts as of 
March 31, 2013 and December 31, 2012: 
 
 Notional Volume of Derivative Instruments 
           
    Volume   
     March 31,   December 31,  Unit of 
    2013    2012   Measure 
    (in thousands)  
 Commodity:         
  Power    12,915     18,838   MWhs 
  Coal    43     247   Tons 
  Natural Gas    1,692     2,018   MMBtus 
  Heating Oil and Gasoline    288     269   Gallons 
  Interest Rate  $  4,555   $  4,836   USD 
 
Fair Value Hedging Strategies 
 
AEPSC, on behalf of KPCo, enters into interest rate derivative transactions as part of an overall strategy to manage 
the mix of fixed-rate and floating-rate debt.  Certain interest rate derivative transactions effectively modify KPCo’s 
exposure to interest rate risk by converting a portion of KPCo’s fixed-rate debt to a floating rate.  Provided specific 
criteria are met, these interest rate derivatives are designated as fair value hedges. 
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Cash Flow Hedging Strategies 
 
AEPSC, on behalf of KPCo, enters into and designates as cash flow hedges certain derivative transactions for the 
purchase and sale of power, coal, natural gas and heating oil and gasoline (“Commodity”) in order to manage the 
variable price risk related to the forecasted purchase and sale of these commodities.  Management monitors the 
potential impacts of commodity price changes and, where appropriate, enters into derivative transactions to protect 
profit margins for a portion of future electricity sales and fuel or energy purchases.  KPCo does not hedge all 
commodity price risk.   
 
KPCo’s vehicle fleet is exposed to gasoline and diesel fuel price volatility.  AEPSC, on behalf of KPCo, enters into 
financial heating oil and gasoline derivative contracts in order to mitigate price risk of future fuel purchases.  For 
disclosure purposes, these contracts are included with other hedging activities as “Commodity.”  KPCo does not 
hedge all fuel price risk. 
 
AEPSC, on behalf of KPCo, enters into a variety of interest rate derivative transactions in order to manage interest 
rate risk exposure.  Some interest rate derivative transactions effectively modify exposure to interest rate risk by 
converting a portion of floating-rate debt to a fixed rate.  AEPSC, on behalf of KPCo, also enters into interest rate 
derivative contracts to manage interest rate exposure related to future borrowings of fixed-rate debt.  The forecasted 
fixed-rate debt offerings have a high probability of occurrence as the proceeds will be used to fund existing debt 
maturities and projected capital expenditures.  KPCo does not hedge all interest rate exposure. 
 
At times, KPCo is exposed to foreign currency exchange rate risks primarily when KPCo purchases certain fixed 
assets from foreign suppliers.  In accordance with AEP’s risk management policy, AEPSC, on behalf of KPCo, may 
enter into foreign currency derivative transactions to protect against the risk of increased cash outflows resulting 
from a foreign currency’s appreciation against the dollar.  KPCo does not hedge all foreign currency exposure. 
 
ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND THE IMPACT ON KPCo’s FINANCIAL 

STATEMENTS 
 
The accounting guidance for “Derivatives and Hedging” requires recognition of all qualifying derivative instruments 
as either assets or liabilities on the condensed balance sheets at fair value.  The fair values of derivative instruments 
accounted for using MTM accounting or hedge accounting are based on exchange prices and broker quotes.  If a 
quoted market price is not available, the estimate of fair value is based on the best information available including 
valuation models that estimate future energy prices based on existing market and broker quotes, supply and demand 
market data and assumptions.  In order to determine the relevant fair values of the derivative instruments, KPCo 
applies valuation adjustments for discounting, liquidity and credit quality. 
 
Credit risk is the risk that a counterparty will fail to perform on the contract or fail to pay amounts due.  Liquidity 
risk represents the risk that imperfections in the market will cause the price to vary from estimated fair value based 
upon prevailing market supply and demand conditions.  Since energy markets are imperfect and volatile, there are 
inherent risks related to the underlying assumptions in models used to fair value risk management contracts.  
Unforeseen events may cause reasonable price curves to differ from actual price curves throughout a contract’s term 
and at the time a contract settles.  Consequently, there could be significant adverse or favorable effects on future net 
income and cash flows if market prices are not consistent with management’s estimates of current market consensus 
for forward prices in the current period.  This is particularly true for longer term contracts.  Cash flows may vary 
based on market conditions, margin requirements and the timing of settlement of KPCo’s risk management 
contracts. 
 
According to the accounting guidance for “Derivatives and Hedging,” KPCo reflects the fair values of derivative 
instruments subject to netting agreements with the same counterparty net of related cash collateral.  For certain risk 
management contracts, KPCo is required to post or receive cash collateral based on third party contractual 
agreements and risk profiles.  For the March 31, 2013 and December 31, 2012 condensed balance sheets, KPCo 
netted $379 thousand and $253 thousand, respectively, of cash collateral received from third parties against short-
term and long-term risk management assets and $1.0 million and $2.2 million, respectively, of cash collateral paid to 
third parties against short-term and long-term risk management liabilities. 
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The following tables represent the gross fair value impact of KPCo’s derivative activity on the condensed balance 
sheets as of March 31, 2013 and December 31, 2012: 
 

Fair Value of Derivative Instruments 
March 31, 2013 

                    
            Gross Amounts  Gross  Net Amounts of 
            of Risk   Amounts  Assets/Liabilities 

   Risk Management      Management  Offset in the   Presented in the  
   Contracts  Hedging Contracts  Assets/  Statement of  Statement of  
         Interest  Liabilities  Financial   Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)  Rate (a)  Recognized  Position (b)  Position (c)  
   (in thousands) 
Current Risk Management Assets  $  17,216   $  248   $  -   $  17,464   $  (12,842)  $  4,622  
Long-term Risk Management Assets    8,187     27     -     8,214     (3,265)    4,949  
Total Assets    25,403     275     -     25,678     (16,107)    9,571  
                    
Current Risk Management Liabilities    15,562     134     -     15,696     (13,316)    2,380  
Long-term Risk Management Liabilities     6,023     27     -     6,050     (3,420)    2,630  
Total Liabilities    21,585     161     -     21,746     (16,736)    5,010  
                    
Total MTM Derivative Contract Net                   
 Assets (Liabilities)  $  3,818   $  114   $  -   $  3,932   $  629   $  4,561  
                    

Fair Value of Derivative Instruments 
December 31, 2012 

                    
            Gross Amounts  Gross  Net Amounts of 
            of Risk   Amounts  Assets/Liabilities 

   Risk Management        Management  Offset in the   Presented in the  
   Contracts   Hedging Contracts Assets/  Statement of  Statement of  
         Interest  Liabilities  Financial   Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)   Rate (a)  Recognized  Position (b)  Position (c)  
   (in thousands) 
Current Risk Management Assets  $  25,448   $  72   $  -   $  25,520   $  (19,345)  $  6,175  
Long-term Risk Management Assets    12,117     43     -     12,160     (5,278)    6,882  
Total Assets    37,565     115     -     37,680     (24,623)    13,057  
                    
Current Risk Management Liabilities    23,806     239     -     24,045     (20,725)    3,320  
Long-term Risk Management Liabilities     9,469     85     -     9,554     (5,854)    3,700  
Total Liabilities    33,275     324     -     33,599     (26,579)    7,020  
                    
Total MTM Derivative Contract Net                   
  Assets (Liabilities)  $  4,290   $  (209)  $  -   $  4,081   $  1,956   $  6,037  

 
(a) Derivative instruments within these categories are reported gross.  These instruments are subject to master netting agreements and are presented on 

the condensed balance sheets on a net basis in accordance with the accounting guidance for "Derivatives and Hedging." 
(b) Amounts include counterparty netting of risk management and hedging contracts and associated cash collateral in accordance with the accounting 

guidance for "Derivatives and Hedging."    
(c) There are no derivative contracts subject to a master netting arrangement or similar agreement which are not offset in the statement of financial 

position.  
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The table below presents KPCo’s activity of derivative risk management contracts for the three months ended March 
31, 2013 and 2012: 
 
 Amount of Gain (Loss) Recognized on   
 Risk Management Contracts  
 For the Three Months Ended March 31, 2013 and 2012  
          
 Location of Gain (Loss)  2013    2012   
    (in thousands)  
 Electric Generation, Transmission and Distribution Revenues  $  596   $  (694)  
 Regulatory Assets (a)    -     12   
 Regulatory Liabilities (a)    (467)    1,059   
 Total Gain on Risk Management Contracts  $  129   $  377   
          

 
(a) Represents realized and unrealized gains and losses subject to regulatory accounting treatment recorded 

as either current or noncurrent on the condensed balance sheets.  
 
Certain qualifying derivative instruments have been designated as normal purchase or normal sale contracts, as 
provided in the accounting guidance for “Derivatives and Hedging.”  Derivative contracts that have been designated 
as normal purchases or normal sales under that accounting guidance are not subject to MTM accounting treatment 
and are recognized on the condensed statements of income on an accrual basis. 
 
KPCo’s accounting for the changes in the fair value of a derivative instrument depends on whether it qualifies for 
and has been designated as part of a hedging relationship and further, on the type of hedging relationship.  
Depending on the exposure, management designates a hedging instrument as a fair value hedge or a cash flow 
hedge. 
 
For contracts that have not been designated as part of a hedging relationship, the accounting for changes in fair value 
depends on whether the derivative instrument is held for trading purposes.  Unrealized and realized gains and losses 
on derivative instruments held for trading purposes are included in revenues on a net basis on KPCo’s condensed 
statements of income.  Unrealized and realized gains and losses on derivative instruments not held for trading 
purposes are included in revenues or expenses on KPCo’s condensed statements of income depending on the 
relevant facts and circumstances.  However, unrealized and some realized gains and losses for both trading and non-
trading derivative instruments are recorded as regulatory assets (for losses) or regulatory liabilities (for gains), in 
accordance with the accounting guidance for “Regulated Operations.” 
 
Accounting for Fair Value Hedging Strategies 
 
For fair value hedges (i.e. hedging the exposure to changes in the fair value of an asset, liability or an identified 
portion thereof attributable to a particular risk), the gain or loss on the derivative instrument as well as the offsetting 
gain or loss on the hedged item associated with the hedged risk affects Net Income during the period of change. 
 
KPCo records realized and unrealized gains or losses on interest rate swaps that qualify for fair value hedge 
accounting treatment and any offsetting changes in the fair value of the debt being hedged in Interest Expense on 
KPCo’s condensed statements of income.  During the three months ended March 31, 2013 and 2012, KPCo did not 
designate any fair value hedging strategies. 
 
Accounting for Cash Flow Hedging Strategies 
 
For cash flow hedges (i.e. hedging the exposure to variability in expected future cash flows that is attributable to a 
particular risk), KPCo initially reports the effective portion of the gain or loss on the derivative instrument as a 
component of Accumulated Other Comprehensive Income (Loss) on the condensed balance sheets until the period 
the hedged item affects Net Income.  KPCo recognizes any hedge ineffectiveness as a regulatory asset (for losses) or 
a regulatory liability (for gains). 
 
Realized gains and losses on derivative contracts for the purchase and sale of power, coal and natural gas designated 
as cash flow hedges are included in Revenues, Fuel and Other Consumables Used for Electric Generation or 
Purchased Electricity for Resale on KPCo’s condensed statements of income, or in Regulatory Assets or Regulatory 
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Liabilities on KPCo’s condensed balance sheets, depending on the specific nature of the risk being hedged.  During 
the three months ended March 31, 2013 and 2012, KPCo designated power, coal and natural gas derivatives as cash 
flow hedges. 
 
KPCo reclassifies gains and losses on heating oil and gasoline derivative contracts designated as cash flow hedges 
from Accumulated Other Comprehensive Income (Loss) on its condensed balance sheets into Other Operation 
expense, Maintenance expense or Depreciation and Amortization expense, as it relates to capital projects, on the 
condensed statements of income.  During the three months ended March 31, 2013 and 2012, KPCo designated 
heating oil and gasoline derivatives as cash flow hedges. 
 
KPCo reclassifies gains and losses on interest rate derivative hedges related to debt financings from Accumulated 
Other Comprehensive Income (Loss) on its condensed balance sheets into Interest Expense on its condensed 
statements of income in those periods in which hedged interest payments occur.  During the three months ended 
March 31, 2013 and 2012, KPCo did not designate any interest rate derivatives as cash flow hedges. 
 
The accumulated gains or losses related to foreign currency hedges are reclassified from Accumulated Other 
Comprehensive Income (Loss) on KPCo’s condensed balance sheets into Depreciation and Amortization expense on 
the condensed statements of income over the depreciable lives of the fixed assets designated as the hedged items in 
qualifying foreign currency hedging relationships.  During the three months ended March 31, 2013 and 2012, KPCo 
did not designate any foreign currency derivatives as cash flow hedges. 
 
During the three months ended March 31, 2013 and 2012, hedge ineffectiveness was immaterial or nonexistent for 
all cash flow hedge strategies disclosed above. 
 
For details on designated, effective cash flow hedges included in Accumulated Other Comprehensive Income (Loss) 
on KPCo’s condensed balance sheets and the reasons for changes in cash flow hedges for the three months ended 
March 31, 2013 and 2012, see Note 2. 
 
Cash flow hedges included in Accumulated Other Comprehensive Income (Loss) on KPCo’s condensed balance 
sheets as of March 31, 2013 and December 31, 2012 were: 
 
 Impact of Cash Flow Hedges on the Condensed Balance Sheet 
 March 31, 2013 
            
     Commodity  Interest Rate  Total 
     (in thousands) 
 Hedging Assets (a)  $  207   $  -   $  207  
 Hedging Liabilities (a)    93     -     93  
 AOCI Gain (Loss) Net of Tax    76     (267)    (191) 
 Portion Expected to be Reclassified to Net          
  Income During the Next Twelve Months    77     (60)    17  
             
 Impact of Cash Flow Hedges on the Condensed Balance Sheet 
 December 31, 2012 
            
     Commodity  Interest Rate  Total 
     (in thousands) 
 Hedging Assets (a)  $  63   $  -   $  63  
 Hedging Liabilities (a)    272     -     272  
 AOCI Loss Net of Tax    (127)    (282)    (409) 
 Portion Expected to be Reclassified to Net          
  Income During the Next Twelve Months    (100)    (60)    (160) 
 

(a) Hedging Assets and Hedging Liabilities are included in Risk Management Assets and Liabilities on 
KPCo’s condensed balance sheets. 
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The actual amounts that KPCo reclassifies from Accumulated Other Comprehensive Income (Loss) to Net Income 
can differ from the estimate above due to market price changes.  As of March 31, 2013, the maximum length of time 
that KPCo is hedging (with contracts subject to the accounting guidance for “Derivatives and Hedging”) its 
exposure to variability in future cash flows related to forecasted transactions is 21 months. 
 
Credit Risk 
 
AEPSC, on behalf of KPCo, limits credit risk in KPCo’s wholesale marketing and trading activities by assessing the 
creditworthiness of potential counterparties before entering into transactions with them and continuing to evaluate 
their creditworthiness on an ongoing basis.  AEPSC, on behalf of KPCo, uses Moody’s, Standard and Poor’s and 
current market-based qualitative and quantitative data as well as financial statements to assess the financial health of 
counterparties on an ongoing basis.   
 
When AEPSC, on behalf of KPCo, uses standardized master agreements, AEPSC may include collateral 
requirements.  These master agreements facilitate the netting of cash flows associated with a single counterparty.  
Cash, letters of credit and parental/affiliate guarantees may be obtained as security from counterparties in order to 
mitigate credit risk.  The collateral agreements require a counterparty to post cash or letters of credit in the event an 
exposure exceeds the established threshold.  The threshold represents an unsecured credit limit which may be 
supported by a parental/affiliate guaranty, as determined in accordance with AEP’s credit policy.  In addition, 
collateral agreements allow for termination and liquidation of all positions in the event of a failure or inability to 
post collateral. 
 
Collateral Triggering Events 
 
Under the tariffs of the RTOs and Independent System Operators (ISOs) and a limited number of derivative and 
non-derivative contracts primarily related to competitive retail auction loads, KPCo is obligated to post an additional 
amount of collateral if certain credit ratings decline below investment grade.  The amount of collateral required 
fluctuates based on market prices and total exposure.  On an ongoing basis, AEP’s risk management organization 
assesses the appropriateness of these collateral triggering items in contracts.  KPCo has not experienced a 
downgrade below investment grade.  The following table represents: (a) KPCo’s fair value of such derivative 
contracts, (b) the amount of collateral KPCo would have been required to post for all derivative and non-derivative 
contracts if the credit ratings had declined below investment grade and (c) how much was attributable to RTO and 
ISO activities as of March 31, 2013 and December 31, 2012: 
 
   March 31,  December 31, 
   2013   2012  
   (in thousands) 
 Liabilities for Derivative Contracts with Credit Downgrade Triggers  $  284   $  432  
 Amount of Collateral KPCo Would Have Been Required to Post    749     741  
 Amount Attributable to RTO and ISO Activities    727     703  
 
In addition, a majority of KPCo’s non-exchange traded commodity contracts contain cross-default provisions that, if 
triggered, would permit the counterparty to declare a default and require settlement of the outstanding payable.  
These cross-default provisions could be triggered if there was a non-performance event by Parent or the obligor 
under outstanding debt or a third party obligation in excess of $50 million.  On an ongoing basis, AEP’s risk 
management organization assesses the appropriateness of these cross-default provisions in the contracts.  The 
following table represents: (a) the fair value of these derivative liabilities subject to cross-default provisions prior to 
consideration of contractual netting arrangements, (b) the amount this exposure has been reduced by cash collateral 
posted by KPCo and (c) if a cross-default provision would have been triggered, the settlement amount that would be 
required after considering KPCo’s contractual netting arrangements as of March 31, 2013 and December 31, 2012: 
 
   March 31,  December 31, 
   2013   2012  
   (in thousands) 
 Liabilities for Contracts with Cross Default Provisions Prior to Contractual       
    Netting Arrangements  $  6,722   $  9,907  
 Amount of Cash Collateral Posted    -     365  
 Additional Settlement Liability if Cross Default Provision is Triggered    4,213     6,041  
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8.  FAIR VALUE MEASUREMENTS 
 
Fair Value Hierarchy and Valuation Techniques 
 
The accounting guidance for “Fair Value Measurements and Disclosures” establishes a fair value hierarchy that 
prioritizes the inputs used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted prices 
in active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to unobservable 
inputs (Level 3 measurement).  Where observable inputs are available for substantially the full term of the asset or 
liability, the instrument is categorized in Level 2.  When quoted market prices are not available, pricing may be 
completed using comparable securities, dealer values, operating data and general market conditions to determine fair 
value.  Valuation models utilize various inputs such as commodity, interest rate and, to a lesser degree, volatility and 
credit that include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or 
similar assets or liabilities in inactive markets, market corroborated inputs (i.e. inputs derived principally from, or 
correlated to, observable market data) and other observable inputs for the asset or liability.  The AEP System’s 
market risk oversight staff independently monitors its valuation policies and procedures and provides members of 
the Commercial Operations Risk Committee (CORC) various daily, weekly and monthly reports, regarding 
compliance with policies and procedures.  The CORC consists of AEPSC’s Chief Operating Officer, Chief Financial 
Officer, Executive Vice President of Energy Supply, Senior Vice President of Commercial Operations and Chief 
Risk Officer. 
 
For commercial activities, exchange traded derivatives, namely futures contracts, are generally fair valued based on 
unadjusted quoted prices in active markets and are classified as Level 1.  Level 2 inputs primarily consist of OTC 
broker quotes in moderately active or less active markets, as well as exchange traded contracts where there is 
insufficient market liquidity to warrant inclusion in Level 1.  Management verifies price curves using these broker 
quotes and classifies these fair values within Level 2 when substantially all of the fair value can be corroborated.  
Management typically obtains multiple broker quotes, which are nonbinding in nature, but are based on recent trades 
in the marketplace.  When multiple broker quotes are obtained, the quoted bid and ask prices are averaged.  In 
certain circumstances, a broker quote may be discarded if it is a clear outlier.  Management uses a historical 
correlation analysis between the broker quoted location and the illiquid locations.  If the points are highly correlated, 
these locations are included within Level 2 as well.  Certain OTC and bilaterally executed derivative instruments are 
executed in less active markets with a lower availability of pricing information.  Illiquid transactions, complex 
structured transactions, FTRs and counterparty credit risk may require nonmarket based inputs.  Some of these 
inputs may be internally developed or extrapolated and utilized to estimate fair value.  When such inputs have a 
significant impact on the measurement of fair value, the instrument is categorized as Level 3.  The main driver of the 
contracts being classified as Level 3 is the inability to substantiate energy price curves in the market.  A significant 
portion of the Level 3 instruments have been economically hedged which greatly limits potential earnings volatility. 
 
Fair Value Measurements of Long-term Debt 
 
The fair values of Long-term Debt are based on quoted market prices, without credit enhancements, for the same or 
similar issues and the current interest rates offered for instruments with similar maturities classified as Level 2 
measurement inputs.  These instruments are not marked-to-market.  The estimates presented are not necessarily 
indicative of the amounts that could be realized in a current market exchange. 
 
The book values and fair values of KPCo’s Long-term Debt as of March 31, 2013 and December 31, 2012 are 
summarized in the following table: 
 
   March 31, 2013  December 31, 2012 
   Book Value  Fair Value  Book Value  Fair Value 
   (in thousands) 
 Long-term Debt  $  549,264   $  700,888   $  549,222   $  708,566  
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Fair Value Measurements of Financial Assets and Liabilities 
 
The following tables set forth, by level within the fair value hierarchy, KPCo’s financial assets and liabilities that 
were accounted for at fair value on a recurring basis as of March 31, 2013 and December 31, 2012.  As required by 
the accounting guidance for “Fair Value Measurements and Disclosures,” financial assets and liabilities are 
classified in their entirety based on the lowest level of input that is significant to the fair value measurement.  
Management’s assessment of the significance of a particular input to the fair value measurement requires judgment 
and may affect the valuation of fair value assets and liabilities and their placement within the fair value hierarchy 
levels.  There have not been any significant changes in management’s valuation techniques. 
 

Assets and Liabilities Measured at Fair Value on a Recurring Basis 
March 31, 2013 

            
   Level 1  Level 2  Level 3  Other  Total 
Assets: (in thousands) 
                 

Risk Management Assets               
Risk Management Commodity Contracts (a) (b) $  656   $  21,803   $  2,724   $  (15,819)  $  9,364  
Cash Flow Hedges:               
 Commodity Hedges (a)   -     272     -     (65)    207  
Total Risk Management Assets  $  656   $  22,075   $  2,724   $  (15,884)  $  9,571  
                 
Liabilities:               
                 

Risk Management Liabilities               
Risk Management Commodity Contracts (a) (b) $  317   $  20,128   $  920   $  (16,448)  $  4,917  
Cash Flow Hedges:               
 Commodity Hedges (a)   -     158     -     (65)    93  
Total Risk Management Liabilities  $  317   $  20,286   $  920   $  (16,513)  $  5,010  
 

Assets and Liabilities Measured at Fair Value on a Recurring Basis 
December 31, 2012 

            
   Level 1  Level 2  Level 3  Other  Total 
Assets: (in thousands) 
                 

Risk Management Assets               
Risk Management Commodity Contracts (a) (b) $  833   $  33,315   $  3,417   $  (24,571)  $  12,994  
Cash Flow Hedges:               
 Commodity Hedges (a)   -     103     -     (40)    63  
Total Risk Management Assets  $  833   $  33,418   $  3,417   $  (24,611)  $  13,057  
                 
Liabilities:               
                 

Risk Management Liabilities               
Risk Management Commodity Contracts (a) (b) $  392   $  31,665   $  1,218   $  (26,527)  $  6,748  
Cash Flow Hedges:               
 Commodity Hedges (a)   -     312     -     (40)    272  
Total Risk Management Liabilities  $  392   $  31,977   $  1,218   $  (26,567)  $  7,020  
 
(a) Amounts in “Other” column primarily represent counterparty netting of risk management and hedging 

contracts and associated cash collateral under the accounting guidance for “Derivatives and Hedging.” 
(b) Substantially comprised of power contracts. 
 
There were no transfers between Level 1 and Level 2 during the three months ended March 31, 2013 and 2012. 
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The following tables set forth a reconciliation of changes in the fair value of net trading derivatives and other 
investments classified as Level 3 in the fair value hierarchy: 
 
    Net Risk Management 
 Three Months Ended March 31, 2013  Assets (Liabilities) 
    (in thousands) 
 Balance as of December 31, 2012  $  2,199  
 Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)    (297) 
 Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)    
  Relating to Assets Still Held at the Reporting Date (a)    -  
 Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income    -  
 Purchases, Issuances and Settlements (c)    55  
 Transfers into Level 3 (d) (e)    126  
 Transfers out of Level 3 (e) (f)    (107) 
 Changes in Fair Value Allocated to Regulated Jurisdictions (g)    (172) 
 Balance as of March 31, 2013  $  1,804  
 
    Net Risk Management 
 Three Months Ended March 31, 2012  Assets (Liabilities) 
    (in thousands) 
 Balance as of December 31, 2011  $  416  
 Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)    (746) 
 Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)    
  Relating to Assets Still Held at the Reporting Date (a)    -  
 Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income    10  
 Purchases, Issuances and Settlements (c)    1,229  
 Transfers into Level 3 (d) (e)    503  
 Transfers out of Level 3 (e) (f)    (802) 
 Changes in Fair Value Allocated to Regulated Jurisdictions (g)    989  
 Balance as of March 31, 2012  $  1,599  
 
 (a) Included in revenues on KPCo’s condensed statements of income. 
 (b) Represents the change in fair value between the beginning of the reporting period and the settlement of the risk 

management commodity contract. 
 (c) Represents the settlement of risk management commodity contracts for the reporting period. 
 (d) Represents existing assets or liabilities that were previously categorized as Level 2. 
 (e) Transfers are recognized based on their value at the beginning of the reporting period that the transfer occurred. 
 (f) Represents existing assets or liabilities that were previously categorized as Level 3. 
 (g) Relates to the net gains (losses) of those contracts that are not reflected on KPCo’s condensed statements of income.  

These net gains (losses) are recorded as regulatory liabilities/assets. 
 
The following table quantifies the significant unobservable inputs used in developing the fair value of Level 3 
positions as of March 31, 2013: 
 
  

 
Fair Value 

 
Valuation 

 
Significant  Forward Price Range 

  Assets  Liabilities Technique Unobservable Input (a)  Low  High 
   (in thousands)           
 Energy Contracts  $  2,544   $  635   Discounted Cash Flow  Forward Market Price  $  11.59   $  75.95  
 FTRs    180     285   Discounted Cash Flow  Forward Market Price    (4.47)    9.67  
 Total  $  2,724   $  920            
 

(a) Represents market prices in dollars per MWh. 
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9.  INCOME TAXES 
 
AEP System Tax Allocation Agreement 
 
KPCo joins in the filing of a consolidated federal income tax return with its affiliates in the AEP System.  The 
allocation of the AEP System’s current consolidated federal income tax to the AEP System companies allocates the 
benefit of current tax losses to the AEP System companies giving rise to such losses in determining their current tax 
expense.  The tax benefit of the Parent is allocated to its subsidiaries with taxable income.  With the exception of the 
loss of the Parent, the method of allocation reflects a separate return result for each company in the consolidated 
group. 
 
Federal and State Income Tax Audit Status 
 
The IRS examination of years 2009 and 2010 started in October 2011.  Although the outcome of tax audits is 
uncertain, in management’s opinion, adequate provisions for federal income taxes have been made for potential 
liabilities resulting from such matters.  In addition, KPCo accrues interest on these uncertain tax positions.  
Management is not aware of any issues for open tax years that upon final resolution are expected to materially 
impact net income. 
 
KPCo and other AEP subsidiaries file income tax returns in various state and local jurisdictions.  These taxing 
authorities routinely examine the tax returns and KPCo and other AEP subsidiaries are currently under examination 
in several state and local jurisdictions.  Management believes that previously filed tax returns have positions that 
may be challenged by these tax authorities.  However, management believes that adequate provisions for income 
taxes have been made for potential liabilities resulting from such challenges and that the ultimate resolution of these 
audits will not materially impact net income.  With few exceptions, KPCo is no longer subject to state or local 
income tax examinations by tax authorities for years before 2008. 
 
10.  FINANCING ACTIVITIES 
 
Long-term Debt 
 
KPCo did not have any long-term debt issuances or retirements during the first three months of 2013. 
 
Dividend Restrictions 
 
Federal Power Act 

 

The Federal Power Act prohibits KPCo from participating “in the making or paying of any dividends of such public 
utility from any funds properly included in capital account.”  The term “capital account” is not defined in the 
Federal Power Act or its regulations.  Management understands “capital account” to mean the book value of the 
common stock.  This restriction does not limit the ability of KPCo to pay dividends out of retained earnings. 
 
Utility Money Pool – AEP System 
 
The AEP System uses a corporate borrowing program to meet the short-term borrowing needs of the subsidiaries.  
The corporate borrowing program includes a Utility Money Pool, which funds AEP’s utility subsidiaries.  The AEP 
System Utility Money Pool operates in accordance with the terms and conditions of the AEP System Utility Money 
Pool agreement filed with FERC.  The amount of outstanding borrowings from the Utility Money Pool as of March 
31, 2013 and December 31, 2012 is included in Advances from Affiliates on KPCo’s condensed balance sheets.  
KPCo’s Utility Money Pool activity and corresponding authorized borrowing limits for the three months ended 
March 31, 2013 are described in the following table: 
 
              
 Maximum  Maximum  Average  Average  Borrowings  Authorized 
 Borrowings  Loans   Borrowings  Loans   from Utility  Short-Term 
 from Utility  to Utility  from Utility  to Utility  Money Pool as of  Borrowing 
 Money Pool  Money Pool  Money Pool  Money Pool  March 31, 2013  Limit 
 (in thousands) 
 $  32,649   $  3,930   $  12,095   $  1,909   $  11,039   $  250,000  
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Maximum, minimum and average interest rates for funds either borrowed from or loaned to the Utility Money Pool 
for the three months ended March 31, 2013 and 2012 are summarized in the following table: 
 
  Maximum  Minimum  Maximum  Minimum  Average  Average 
  Interest Rate  Interest Rate  Interest Rate  Interest Rate  Interest Rate  Interest Rate 
  for Funds  for Funds  for Funds  for Funds  for Funds  for Funds 
Three Months  Borrowed  Borrowed  Loaned  Loaned  Borrowed  Loaned 

Ended  from Utility  from Utility 
 

to Utility  to Utility  from Utility  to Utility 
March 31,  Money Pool  Money Pool Money Pool  Money Pool  Money Pool  Money Pool 

2013    0.43  %   0.35  %   0.36  %   0.36  %   0.38  %   0.36  % 
2012    -  %   -  %   0.56  %   0.45  %   -  %   0.51  % 
 
Sale of Receivables – AEP Credit 
 
Under a sale of receivables arrangement, KPCo sells, without recourse, certain of its customer accounts receivable 
and accrued unbilled revenue balances to AEP Credit and is charged a fee based on AEP Credit’s financing costs, 
administrative costs and uncollectible accounts experience for KPCo’s receivables.  The costs of customer accounts 
receivable sold are reported in Other Operation expense on KPCo’s condensed statements of income.  KPCo 
manages and services its accounts receivable sold. 
 
KPCo’s amount of accounts receivable and accrued unbilled revenues sold under the sale of receivables agreement 
was $46 million for each of the periods ended March 31, 2013 and December 31, 2012, respectively. 
 
The fees paid by KPCo to AEP Credit for customer accounts receivable sold for the three months ended March 31, 
2013 and 2012 were $520 thousand and $728 thousand, respectively. 
 
KPCo’s proceeds on the sale of receivables to AEP Credit for the three months ended March 31, 2013 and 2012 
were $140 million and $151 million, respectively. 
 
11.  VARIABLE INTEREST ENTITIES 
 
The accounting guidance for “Variable Interest Entities” is a consolidation model that considers if a company has a 
controlling financial interest in a VIE.  A controlling financial interest will have both (a) the power to direct the 
activities of a VIE that most significantly impact the VIE’s economic performance and (b) the obligation to absorb 
losses of the VIE that could potentially be significant to the VIE or the right to receive benefits from the VIE that 
could potentially be significant to the VIE.  Entities are required to consolidate a VIE when it is determined that they 
have a controlling financial interest in a VIE and therefore, are the primary beneficiary of that VIE, as defined by the 
accounting guidance for “Variable Interest Entities.”  In determining whether KPCo is the primary beneficiary of a 
VIE, management considers factors such as equity at risk, the amount of the VIE’s variability KPCo absorbs, 
guarantees of indebtedness, voting rights including kick-out rights, the power to direct the VIE, variable interests 
held by related parties and other factors.  Management believes that significant assumptions and judgments were 
applied consistently.  KPCo is not the primary beneficiary of any VIE and has not provided financial or other 
support to any VIE that was not previously contractually required. 
 
AEPSC provides certain managerial and professional services to AEP’s subsidiaries.  AEP is the sole equity owner 
of AEPSC.  AEP management controls the activities of AEPSC.  The costs of the services are based on a direct 
charge or on a prorated basis and billed to the AEP subsidiary companies at AEPSC’s cost.  AEP subsidiaries have 
not provided financial or other support outside the reimbursement of costs for services rendered.  AEPSC finances 
its operations through cost reimbursement from other AEP subsidiaries.  There are no other terms or arrangements 
between AEPSC and any of the AEP subsidiaries that could require additional financial support from an AEP 
subsidiary or expose them to losses outside of the normal course of business.  AEPSC and its billings are subject to 
regulation by the FERC.  AEP subsidiaries are exposed to losses to the extent they cannot recover the costs of 
AEPSC through their normal business operations.  AEP subsidiaries are considered to have a significant interest in 
AEPSC due to their activity in AEPSC’s cost reimbursement structure.  However, AEP subsidiaries do not have 
control over AEPSC.  AEPSC is consolidated by AEP.  In the event AEPSC would require financing or other 
support outside the cost reimbursement billings, this financing would be provided by AEP.  KPCo’s total billings 
from AEPSC for the three months ended March 31, 2013 and 2012 were $7 million and $7 million, respectively.  
The carrying amount of liabilities associated with AEPSC as of March 31, 2013 and December 31, 2012 was $3 
million and $6 million, respectively.  Management estimates the maximum exposure of loss to be equal to the 
amount of such liability. 
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AEGCo, a wholly-owned subsidiary of AEP, is consolidated by AEP.  AEGCo owns a 50% ownership interest in 
Rockport Plant Unit 1 and leases a 50% interest in Rockport Plant Unit 2.  AEGCo sells all the output from the 
Rockport Plant to I&M and KPCo.  AEP guarantees all the debt obligations of AEGCo.  KPCo is considered to have 
a significant interest in AEGCo due to its transactions.  KPCo is exposed to losses to the extent it cannot recover the 
costs of AEGCo through its normal business operations.  Due to AEP management’s control over AEGCo, KPCo is 
not considered the primary beneficiary of AEGCo.  In the event AEGCo would require financing or other support 
outside the billings to KPCo, this financing would be provided by AEP.  Total billings from AEGCo for the three 
months ended March 31, 2013 and 2012 were $25 million and $25 million, respectively.  The carrying amount of 
liabilities associated with AEGCo as of March 31, 2013 and December 31, 2012 was $8 million and $10 million, 
respectively.  Management estimates the maximum exposure of loss to be equal to the amount of such liability. 
 
12.  SUSTAINABLE COST REDUCTIONS 

 
In April 2012, management initiated a process to identify strategic repositioning opportunities and efficiencies that 
will result in sustainable cost savings.  Management selected a consulting firm to facilitate an organizational and 
process evaluation and a second firm to evaluate current employee benefit programs.  The process resulted in 
involuntary severances and was completed by the end of the first quarter of 2013.  The severance program provides 
two weeks of base pay for every year of service along with other severance benefits. 
 
KPCo recorded a charge of $1.7 million to Other Operation expense in 2012 primarily related to severance benefits 
as a result of the sustainable cost reductions initiative.  In addition, the sustainable cost reduction activity for the 
three months ended March 31, 2013 is described in the following table: 
 
    Expense         Remaining 
 Balance as of  Allocation from           Balance as of 
 December 31, 2012  AEPSC  Incurred  Settled  Adjustments  March 31, 2013 
 (in thousands) 
 $ 497   $  214   $  -   $  (310)  $  (400)  $  1  
 
These expenses, net of adjustments, relate primarily to severance benefits and are included primarily in Other 
Operation expense on the condensed statements of income.  The remaining liability is included in Other Current 
Liabilities on the condensed balance sheets.  Management does not expect additional costs to be incurred related to 
this initiative. 
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GLOSSARY OF TERMS 

 

When the following terms and abbreviations appear in the text of this report, they have the meanings 

indicated below. 

 
Term  Meaning 

   
AEGCo  AEP Generating Company, an AEP electric utility subsidiary. 
AEP or Parent  American Electric Power Company, Inc., an electric utility holding company. 
AEP Credit  AEP Credit, Inc., a consolidated variable interest entity of AEP which securitizes 

accounts receivable and accrued utility revenues for affiliated electric utility 
companies. 

AEP East Companies  APCo, I&M, KPCo and OPCo. 

AEP System  American Electric Power System, an integrated electric utility system, owned and 
operated by AEP’s electric utility subsidiaries. 

AEPSC  American Electric Power Service Corporation, an AEP service subsidiary providing 
management and professional services to AEP and its subsidiaries. 

AOCI  Accumulated Other Comprehensive Income. 

APCo  Appalachian Power Company, an AEP electric utility subsidiary. 

CAA  Clean Air Act. 
CO2  Carbon dioxide and other greenhouse gases. 

FERC  Federal Energy Regulatory Commission. 

FGD  Flue Gas Desulfurization or Scrubbers. 

FTR  Financial Transmission Right, a financial instrument that entitles the holder to 
receive compensation for certain congestion-related transmission charges 
that arise when the power grid is congested resulting in differences in 
locational prices. 

GAAP  Accounting Principles Generally Accepted in the United States of America. 

I&M  Indiana Michigan Power Company, an AEP electric utility subsidiary. 

IRS  Internal Revenue Service. 

Interconnection Agreement  An agreement by and among APCo, I&M, KPCo and OPCo, defining the sharing of 
costs and benefits associated with their respective generating plants. 

KPCo  Kentucky Power Company, an AEP electric utility subsidiary. 

KPSC  Kentucky Public Service Commission. 

MMBtu  Million British Thermal Units. 

MTM  Mark-to-Market. 

MW  Megawatt. 

MWh  Megawatthour. 

OPCo   Ohio Power Company, an AEP electric utility subsidiary. 

OPEB  Other Postretirement Benefit Plans. 

OTC  Over the counter. 

PJM  Pennsylvania – New Jersey – Maryland regional transmission organization. 

Risk Management Contracts  Trading and nontrading derivatives, including those derivatives designated as cash 
flow and fair value hedges. 

Rockport Plant  A generating plant, consisting of two 1,300 MW coal-fired generating units near 
Rockport, Indiana, owned by AEGCo and I&M. 

RTO  Regional Transmission Organization, responsible for moving electricity over large 
interstate areas. 

SIA  System Integration Agreement, effective June 15, 2000, provides contractual basis 
for coordinated planning, operation and maintenance of the power supply 
sources of the combined AEP. 

Utility Money Pool  Centralized funding mechanism AEP uses to meet the short-term cash requirements 
of certain utility subsidiaries. 

VIE  Variable Interest Entity. 
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 KENTUCKY POWER COMPANY 
 CONDENSED STATEMENTS OF INCOME 
 For the Three and Six Months Ended June 30, 2013 and 2012 
 (in thousands) 
 (Unaudited) 
  

    Three Months Ended  Six Months Ended 

   June 30,  June 30, 

   2013   2012   2013   2012  

 REVENUES          

 Electric Generation, Transmission and Distribution  $  140,087   $  130,385  $  306,505  $  289,188 

 Sales to AEP Affiliates    9,176    9,629   23,730   14,654 

 Other Revenues    150     103    282    305 

 TOTAL REVENUES    149,413     140,117    330,517    304,147 

            
 EXPENSES          

 Fuel and Other Consumables Used for Electric Generation    25,034     26,610    68,755    56,595 

 Purchased Electricity for Resale     2,940     3,107    6,310    7,101 

 Purchased Electricity from AEP Affiliates    60,411     43,498    118,075    99,526 

 Other Operation    13,590     14,158    26,857    28,501 

 Maintenance    11,959     6,985    23,655    25,779 

 Depreciation and Amortization    14,205     13,628    28,871    27,169 

 Taxes Other Than Income Taxes    3,239     3,054    6,374    6,247 

 TOTAL EXPENSES    131,378     111,040    278,897    250,918 

           
 OPERATING INCOME     18,035     29,077    51,620    53,229 
           
 Other Income (Expense):          

 Interest Income    217     93    244    215 

 Allowance for Equity Funds Used During Construction    404     803    665    1,502 

 Interest Expense    (8,799)    (8,899)   (17,684)   (17,664)

           
 INCOME BEFORE INCOME TAX EXPENSE     9,857     21,074    34,845    37,282 
           
 Income Tax Expense    3,245     6,339    11,471    11,529 

           
 NET INCOME   $  6,612   $  14,735  $  23,374  $  25,753 

              
 The common stock of KPCo is wholly-owned by AEP.             
              
 See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Three and Six Months Ended June 30, 2013 and 2012 

(in thousands) 

(Unaudited) 

              

   Three Months Ended  Six Months Ended 

   June 30,  June 30, 

   2013   2012   2013   2012  

Net Income  $  6,612 $  14,735 $  23,374  $  25,753 
        

OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAXES       

Cash Flow Hedges, Net of Tax of $12 and $32 for the Three Months Ended       

 June 30, 2013 and 2012, Respectively, and $106 and $33 for the Six       

 Months Ended June 30, 2013 and 2012, Respectively    (22)   60   196    (61)

        

TOTAL COMPREHENSIVE INCOME  $  6,590 $  14,795 $  23,570  $  25,692 

        
See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF CHANGES IN COMMON SHAREHOLDER'S EQUITY 

For the Six Months Ended June 30, 2013 and 2012 

(in thousands) 

(Unaudited) 

 
           Accumulated   

           Other   

     Common  Paid-in  Retained  Comprehensive   

     Stock  Capital  Earnings  Income (Loss)  Total 

TOTAL COMMON SHAREHOLDER'S                

 EQUITY – DECEMBER 31, 2011  $  50,450  $  238,750  $  171,841  $  (625) $  460,416 
           
Common Stock Dividends        (16,000)     (16,000)
Net Income          25,753      25,753 
Other Comprehensive Loss          (61)   (61)

TOTAL COMMON SHAREHOLDER'S           
 EQUITY – JUNE 30, 2012  $  50,450  $  238,750  $  181,594  $  (686) $  470,108 

           
TOTAL COMMON SHAREHOLDER'S           
 EQUITY – DECEMBER 31, 2012  $  50,450  $  238,750  $  190,819  $  (409) $  479,610 

                
Common Stock Dividends        (12,500)     (12,500)
Net Income          23,374      23,374 
Other Comprehensive Income           196    196 

TOTAL COMMON SHAREHOLDER'S           

 EQUITY – JUNE 30, 2013  $  50,450  $  238,750  $  201,693  $  (213) $  490,680 

                
See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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 KENTUCKY POWER COMPANY 

 CONDENSED BALANCE SHEETS 

 ASSETS 

 June 30, 2013 and December 31, 2012 

 (in thousands) 

 (Unaudited) 

  

     June 30,  December 31, 
   2013   2012  

 CURRENT ASSETS       

 Cash and Cash Equivalents  $  1,046  $  1,482  
 Advances to Affiliates    4,600    -  
 Accounts Receivable:       
  Customers    16,766    15,666  
  Affiliated Companies    7,168    10,152  
  Accrued Unbilled Revenues    320    817  
  Miscellaneous    259    151  
  Allowance for Uncollectible Accounts    (19)   (142) 

   Total Accounts Receivable     24,494    26,644  

 Fuel    47,193    69,147  
 Materials and Supplies    21,406    25,061  
 Risk Management Assets     5,937    6,175  
 Accrued Tax Benefits     7,270    5,186  
 Prepayments and Other Current Assets    3,852    6,626  

 TOTAL CURRENT ASSETS    115,798    140,321  

        
 PROPERTY, PLANT AND EQUIPMENT       

 Electric:       
  Generation    560,292    558,935  
  Transmission    491,243    490,152  
  Distribution    670,752    652,615  
 Other Property, Plant and Equipment    62,914    63,151  
 Construction Work in Progress    49,072    44,281  

 Total Property, Plant and Equipment    1,834,273    1,809,134  
 Accumulated Depreciation and Amortization    622,022    603,373  

 TOTAL PROPERTY, PLANT AND EQUIPMENT – NET    1,212,251    1,205,761  

        
 OTHER NONCURRENT ASSETS       

 Regulatory Assets    212,542    213,734  
 Long-term Risk Management Assets    4,864    6,882  
 Deferred Charges and Other Noncurrent Assets     43,788    48,880  

 TOTAL OTHER NONCURRENT ASSETS    261,194    269,496  

        
 TOTAL ASSETS  $  1,589,243  $  1,615,578  

        
 See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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 KENTUCKY POWER COMPANY 

 CONDENSED BALANCE SHEETS 

 LIABILITIES AND COMMON SHAREHOLDER'S EQUITY 

 June 30, 2013 and December 31, 2012 

 (Unaudited) 

  

     June 30,  December 31, 
   2013   2012  

    (in thousands) 

 CURRENT LIABILITIES       

 Advances from Affiliates   $  -  $  13,359  
 Accounts Payable:      
  General    19,464    30,337  
  Affiliated Companies    30,369    40,965  
 Risk Management Liabilities    2,822    3,320  
 Customer Deposits    24,616    23,485  
 Accrued Taxes     11,239    11,818  
 Accrued Interest    6,598    7,210  
 Regulatory Liability for Over-Recovered Fuel Costs    1,573    7,928  
 Other Current Liabilities    21,587    25,685  

 TOTAL CURRENT LIABILITIES    118,268    164,107  

        
 NONCURRENT LIABILITIES       

 Long-term Debt – Nonaffiliated    529,305    529,222  
 Long-term Debt – Affiliated    20,000    20,000  
 Long-term Risk Management Liabilities    2,886    3,700  
 Deferred Income Taxes    361,552    353,578  
 Regulatory Liabilities and Deferred Investment Tax Credits    25,433    26,159  
 Employee Benefits and Pension Obligations    32,546    30,981  
 Deferred Credits and Other Noncurrent Liabilities    8,573    8,221  

 TOTAL NONCURRENT LIABILITIES    980,295    971,861  

        
 TOTAL LIABILITIES    1,098,563    1,135,968  

        
 Rate Matters (Note 3)       
 Commitments and Contingencies (Note 4)       
        
 COMMON SHAREHOLDER’S EQUITY       

 Common Stock – Par Value – $50 Per Share:       
  Authorized – 2,000,000 Shares      
  Outstanding – 1,009,000 Shares    50,450    50,450  
 Paid-in Capital    238,750    238,750  
 Retained Earnings    201,693    190,819  
 Accumulated Other Comprehensive Income (Loss)    (213)   (409) 

 TOTAL COMMON SHAREHOLDER’S EQUITY    490,680    479,610  

        
 TOTAL LIABILITIES AND COMMON SHAREHOLDER'S EQUITY  $  1,589,243  $  1,615,578  

        
 See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF CASH FLOWS 

For the Six Months Ended June 30, 2013 and 2012 

(in thousands) 

(Unaudited) 

 
     Six Months Ended June 30, 

  2013   2012  

OPERATING ACTIVITIES   

Net Income  $  23,374  $  25,753 
Adjustments to Reconcile Net Income to Net Cash Flows from Operating Activities:     
  Depreciation and Amortization   28,871   27,169 
  Deferred Income Taxes   7,705   3,610 
  Net Recovery of (Deferral of) Storm Costs   2,349   (2,998)
  Allowance for Equity Funds Used During Construction   (665)  (1,502)
  Mark-to-Market of Risk Management Contracts   1,208   9 
  Property Taxes   5,418   5,193 
  Fuel Over/Under-Recovery, Net   (6,355)  (120)
  Change in Other Noncurrent Assets   (3,736)  (6,723)
  Change in Other Noncurrent Liabilities   1,545   1,940 
  Changes in Certain Components of Working Capital:     
   Accounts Receivable, Net   2,330   11,275 
   Fuel, Materials and Supplies   25,609   (14,064)
   Accounts Payable   (17,866)  (15,214)
   Accrued Taxes, Net    (2,663)  (518)
   Other Current Assets   2,596   1,148 
   Other Current Liabilities   (5,804)  (4,323)

Net Cash Flows from Operating Activities   63,916   30,635 

     
INVESTING ACTIVITIES     

Construction Expenditures   (38,211)  (46,714)
Change in Advances to Affiliates, Net   (4,600)  32,337 
Acquisitions of Assets   (55)  (7)
Proceeds from Sales of Assets   4,663   206 

Net Cash Flows Used for Investing Activities   (38,203)  (14,178)

     
FINANCING ACTIVITIES     

Change in Advances from Affiliates, Net   (13,359)  - 
Principal Payments for Capital Lease Obligations   (524)  (612)
Dividends Paid on Common Stock   (12,500)  (16,000)
Other Financing Activities   234   13 

Net Cash Flows Used for Financing Activities   (26,149)  (16,599)

     
Net Decrease in Cash and Cash Equivalents   (436)  (142)
Cash and Cash Equivalents at Beginning of Period   1,482   778 

Cash and Cash Equivalents at End of Period  $  1,046  $  636 

     
SUPPLEMENTARY INFORMATION     

Cash Paid for Interest, Net of Capitalized Amounts  $  17,888  $  17,827 
Net Cash Paid for Income Taxes   5,969   6,401 
Noncash Acquisitions Under Capital Leases   682   252 
Construction Expenditures Included in Current Liabilities as of June 30,   5,975   7,457 
   
See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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1.  SIGNIFICANT ACCOUNTING MATTERS 

 

General 

 
The unaudited condensed financial statements and footnotes were prepared in accordance with GAAP for interim 
financial information.  Accordingly, they do not include all of the information and footnotes required by GAAP for 
complete annual financial statements. 
 
In the opinion of management, the unaudited condensed interim financial statements reflect all normal and recurring 
accruals and adjustments necessary for a fair presentation of the net income, financial position and cash flows for the 
interim periods.  Net income for the three and six months ended June 30, 2013 is not necessarily indicative of results 
that may be expected for the year ending December 31, 2013.  The condensed financial statements are unaudited and 
should be read in conjunction with the audited 2012 financial statements and notes thereto, which are included in 
KPCo’s 2012 Annual Report. 
 
Management reviewed subsequent events through July 26, 2013, the date that the second quarter 2013 report was 
issued. 
 
2.  COMPREHENSIVE INCOME 

 

Presentation of Comprehensive Income 

 
The following tables provide the components of changes in AOCI for the three and six months ended June 30, 2013.  
All amounts in the following tables are presented net of related income taxes. 
 
 Changes in Accumulated Other Comprehensive Income (Loss) by Component 

 For the Three Months Ended June 30, 2013 

  

    Cash Flow Hedges    

       Interest Rate and    

    Commodity  Foreign Currency  Total 

    (in thousands) 

 Balance in AOCI as of March 31, 2013 $  76 $  (267) $  (191)

 Change in Fair Value Recognized in AOCI   (22)   -    (22)

 Amounts Reclassified from AOCI   (15)   15   - 

 Net Current Period Other         

   Comprehensive Income   (37)   15   (22)

 Balance in AOCI as of June 30, 2013 $  39 $  (252) $  (213)

 
 Changes in Accumulated Other Comprehensive Income (Loss) by Component 

 For the Six Months Ended June 30, 2013 

  

    Cash Flow Hedges    

       Interest Rate and    

    Commodity  Foreign Currency  Total 

    (in thousands) 

 Balance in AOCI as of December 31, 2012 $  (127) $  (282) $  (409)

 Change in Fair Value Recognized in AOCI   139    -    139 

 Amounts Reclassified from AOCI   27    30   57 

 Net Current Period Other         

   Comprehensive Income   166    30   196 

 Balance in AOCI as of June 30, 2013 $  39 $  (252) $  (213)
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Reclassifications Out of Accumulated Other Comprehensive Income 

 
The following tables provide details of reclassifications from AOCI for the three and six months ended June 30, 
2013.     
 
 Reclassifications from Accumulated Other Comprehensive Income (Loss) 
 For the Three Months Ended June 30, 2013 
       
     Amount of 

     (Gain) Loss 

     Reclassified 

     from AOCI 
 Gains and Losses on Cash Flow Hedges  (in thousands) 

 Commodity:  
   Electric Generation, Transmission and Distribution Revenues  $  12 
   Purchased Electricity for Resale   (30)
   Other Operation Expense    (2)
   Maintenance Expense   - 
   Property, Plant and Equipment    (2)

 Subtotal - Commodity   (22)

     
 Interest Rate and Foreign Currency:  
   Interest Expense   23 

 Subtotal - Interest Rate and Foreign Currency   23 

       
 Reclassifications from AOCI, before Income Tax (Expense) Credit    1 
 Income Tax (Expense) Credit    1 

 Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit  $  - 

 
 Reclassifications from Accumulated Other Comprehensive Income (Loss) 
 For the Six Months Ended June 30, 2013 
       
     Amount of 

     (Gain) Loss 

     Reclassified 

     from AOCI 
 Gains and Losses on Cash Flow Hedges  (in thousands) 

 Commodity:  
   Electric Generation, Transmission and Distribution Revenues  $  31 
   Purchased Electricity for Resale   24 
   Other Operation Expense    (5)
   Maintenance Expense   (2)
   Property, Plant and Equipment    (6)

 Subtotal - Commodity   42 

     
 Interest Rate and Foreign Currency:  
   Interest Expense   46 

 Subtotal - Interest Rate and Foreign Currency   46 

       
 Reclassifications from AOCI, before Income Tax (Expense) Credit    88 
 Income Tax (Expense) Credit    31 

 Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit  $  57 
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The following tables provide details on designated, effective cash flow hedges included in Accumulated Other 
Comprehensive Income (Loss) on the condensed balance sheets and the reasons for changes in cash flow hedges for 
the three and six months ended June 30, 2012.  All amounts in the following tables are presented net of related 
income taxes. 
 
 Total Accumulated Other Comprehensive Income (Loss) Activity for Cash Flow Hedges 
 For the Three Months Ended June 30, 2012 
            
     Commodity  Interest Rate  Total 

     (in thousands) 
 Balance in AOCI as of March 31, 2012  $  (419) $  (327) $  (746)
 Changes in Fair Value Recognized in AOCI    (94)   -   (94)
 Amount of (Gain) or Loss Reclassified from AOCI       
  to Statement of Income/within Balance Sheet:       
   Electric Generation, Transmission and Distribution Revenues    (3)   -    (3)
   Purchased Electricity for Resale    149    -   149 
   Other Operation Expense    (3)   -   (3)
   Maintenance Expense    (1)   -   (1)
   Interest Expense    -   15    15 
   Property, Plant and Equipment    (3)   -    (3)

 Balance in AOCI as of June 30, 2012  $  (374) $  (312) $  (686)

 
 Total Accumulated Other Comprehensive Income (Loss) Activity for Cash Flow Hedges 

 For the Six Months Ended June 30, 2012 

             

      Commodity  Interest Rate  Total 

      (in thousands) 

 Balance in AOCI as of December 31, 2011  $  (283) $  (342) $  (625)

 Changes in Fair Value Recognized in AOCI    (444)   -   (444)

 Amount of (Gain) or Loss Reclassified from AOCI       

  to Statement of Income/within Balance Sheet:       

   Electric Generation, Transmission and Distribution Revenues    (3)   -   (3)

   Purchased Electricity for Resale    365    -    365 

   Other Operation Expense    (3)   -   (3)

   Maintenance Expense    (2)   -   (2)

   Interest Expense    -   30    30 

   Property, Plant and Equipment    (4)   -    (4)

 Balance in AOCI as of June 30, 2012  $  (374) $  (312) $  (686)
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3.  RATE MATTERS  
 

As discussed in KPCo’s 2012 Annual Report, KPCo is involved in rate and regulatory proceedings at the FERC and 
the KPSC.  The Rate Matters note within KPCo’s 2012 Annual Report should be read in conjunction with this report 
to gain a complete understanding of material rate matters still pending that could impact net income, cash flows and 
possibly financial condition.  The following discusses ratemaking developments in 2013 and updates KPCo’s 2012 
Annual Report. 
 
Regulatory Assets Not Yet Being Recovered        

     June 30,  December 31,   

     2013   2012   

 Noncurrent Regulatory Assets  (in thousands)  

 Regulatory assets not yet being recovered pending future proceedings:        

         

 Regulatory Assets Currently Not Earning a Return      

  Storm Related Costs  $  12,146  $  12,146  

  Mountaineer Carbon Capture and Storage Commercial      

   Scale Facility    873    873  

 Total Regulatory Assets Not Yet Being Recovered  $  13,019  $  13,019  

 
If these costs are ultimately determined not to be recoverable, it could reduce future net income and cash flows and 
impact financial condition. 
 
Plant Transfer 
 

In October 2012, the AEP East Companies submitted several filings with the FERC.  See the “Corporate Separation 
and Termination of Interconnection Agreement” section of FERC Rate Matters.  In December 2012, KPCo filed a 
request with the KPSC for approval to transfer at net book value to KPCo a one-half interest in the Mitchell Plant, 
comprising 780 MW of average annual generating capacity presently owned by OPCo.  KPCo also requested costs 
related to the Big Sandy Plant, Unit 2 FGD project be established as a regulatory asset.  KPCo is currently seeking 
recovery of these costs with the KPSC.  In March 2013, KPCo issued a Request for Proposal (RFP) to purchase up 
to 250 MW of long-term capacity and energy to replace the capacity from the retirement of Big Sandy Plant, Unit 1.  
In June 2013, KPCo filed the results of its RFP with the KPSC.  As of June 30, 2013, KPCo has incurred $28 
million related to the FGD project, which is recorded in Deferred Charges and Other Noncurrent Assets on the 
balance sheet.   
 
In May 2013, a memorandum of understanding (MOU) between KPCo, KIUC and the Sierra Club was filed with the 
KPSC.  The MOU includes (a) the transfer of a one-half interest in the Mitchell Plant to KPCo at net book value on 
December 31, 2013 (b) the implementation of an Asset Transfer Rider to collect $44 million annually effective 
January 2014, subject to true-up, (c) the authorization to record FGD project costs as a regulatory asset, (d) the 
conversion of Big Sandy Plant, Unit 1 to natural gas and (e) any off-system sales margins above the $15.3 million 
annual level in base rates be retained by KPCo.  In July 2013, KPCo, KIUC and the Sierra Club filed a settlement 
agreement with the KPSC pursuant to the MOU as modified.  The settlement agreement also addressed potential 
greenhouse gas initiatives on the Mitchell Plant.  The Attorney General was not a party to the settlement agreement.  
If approved, KPCo will withdraw the current base rate case request and current rates will remain in effect until at 
least May 2015.  Hearings were held at the KPSC in July 2013.  If KPCo is not ultimately permitted to recover its 
incurred costs, it could reduce future net income and cash flows and impact financial condition. 
 
2013 Kentucky Base Rate Case 
 

In June 2013, KPCo filed a request with the KPSC for an annual increase in base rates of $114 million based upon a 
return on common equity of 10.65% to be effective January 2014.  The proposed revenue increase includes cost 
recovery of the pending transfer of the one-half interest in the Mitchell Plant (780 MW) and cost recovery of Big 
Sandy Plant, Units 1 and 2.  The filing also includes requests for recovery of deferrals totaling $48 million including 
$28 million related to the Big Sandy Plant FGD project and $12 million related to 2012 storm costs which are 
recorded in Deferred Charges and Other Noncurrent Assets and Regulatory Assets, respectively, on the balance 
sheet.  Additionally, KPCo proposed that Big Sandy Plant, Unit 2 expenses incurred over the period January 2014 
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through May 2015 be deferred and recovered over five years beginning January 2014.  Also in June 2013, a 
settlement agreement between KPCo, Kentucky Industrial Utility Customers, Inc. and the Sierra Club was filed with 
the KPSC which supported the Mitchell plant transfer discussed above.  If the settlement agreement is approved, 
KPCo will withdraw this base rate case request and current rates will remain in effect until at least May 2015.  If 
KPCo is not ultimately permitted to recover its incurred costs, it could reduce future net income and cash flows and 
impact financial condition. 
 
FERC Rate Matters  

 

Corporate Separation and Termination of Interconnection Agreement 

 
In October 2012, the AEP East Companies submitted several filings with the FERC seeking approval to fully 
separate OPCo’s generation assets from its distribution and transmission operations and to transfer at net book value 
OPCo’s Mitchell Plant to APCo and KPCo in equal one-half interests (780 MW each).  This transfer is proposed to 
be effective December 31, 2013.  In April 2013, the FERC issued orders approving the transfer of OPCo’s 
generation assets to AEPGenCo and the Mitchell Plant assets to APCo and KPCo.  In May 2013, the IEU petitioned 
the FERC for rehearing of its order granting OPCo authority to implement corporate separation by transferring its 
generation assets to AEPGenCo.  This issue remains pending before the FERC. 
 
Additionally, the AEP East Companies requested FERC approval, effective January 1, 2014, to terminate the 
existing Interconnection Agreement and approve a Power Coordination Agreement (PCA) among APCo, I&M and 
KPCo with AEPSC as the agent to coordinate their respective power supply resources.  Under the PCA, KPCo 
would be individually responsible for planning its respective capacity obligations and there would be no capacity 
equalization charges/credits on deficit/surplus companies.  Further, the PCA allows, but does not obligate, KPCo to 
participate collectively under a common fixed resource requirement capacity plan in PJM and to participate in 
specified collective off-system sales and purchase activities.  Intervenors have opposed several of these filings.  The 
AEP East Companies responded to intervenor comments and filed a revised PCA at the FERC in March 2013.  The 
revised PCA included certain clarifying wording changes that have been agreed upon by intervenors.  A decision is 
pending at the FERC.  Similar filings have been made at the KPSC.  See the “Plant Transfer” section of Rate 
Matters.   
 
If KPCo experiences decreases in revenues or increases in expenses as a result of changes to its relationship with 
affiliates and is unable to recover the change in revenues and costs through rates, prices or additional sales, it could 
reduce future net income and cash flows. 
 
4.  COMMITMENTS, GUARANTEES AND CONTINGENCIES 

 
KPCo is subject to certain claims and legal actions arising in its ordinary course of business.  In addition, KPCo’s 
business activities are subject to extensive governmental regulation related to public health and the environment.  
The ultimate outcome of such pending or potential litigation cannot be predicted.  For current proceedings not 
specifically discussed below, management does not anticipate that the liabilities, if any, arising from such 
proceedings would have a material effect on the financial statements.  The Commitments, Guarantees and 
Contingencies note within KPCo’s 2012 Annual Report should be read in conjunction with this report. 
 
GUARANTEES 
 

Liabilities for guarantees are recorded in accordance with the accounting guidance for “Guarantees.”  There is no 
collateral held in relation to any guarantees.  In the event any guarantee is drawn, there is no recourse to third parties 
unless specified below. 
 
Indemnifications and Other Guarantees 
 
Contracts 

 
KPCo enters into certain types of contracts which require indemnifications.  Typically these contracts include, but 
are not limited to, sale agreements, lease agreements, purchase agreements and financing agreements.  Generally, 
these agreements may include, but are not limited to, indemnifications around certain tax, contractual and 
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environmental matters.  With respect to sale agreements, exposure generally does not exceed the sale price.  As of 
June 30, 2013, there were no material liabilities recorded for any indemnifications. 
 
KPCo is jointly and severally liable for activity conducted by AEPSC on behalf of the AEP East Companies related 
to power purchase and sale activity conducted pursuant to the SIA. 
 
Master Lease Agreements 

 
KPCo leases certain equipment under master lease agreements.  Under the lease agreements, the lessor is guaranteed 
a residual value up to a stated percentage of either the unamortized balance or the equipment cost at the end of the 
lease term.  If the actual fair value of the leased equipment is below the guaranteed residual value at the end of the 
lease term, KPCo is committed to pay the difference between the actual fair value and the residual value guarantee.  
Historically, at the end of the lease term the fair value has been in excess of the unamortized balance.  As of June 30, 
2013, the maximum potential loss for these lease agreements was approximately $1.1 million assuming the fair 
value of the equipment is zero at the end of the lease term.   
 
CONTINGENCIES 

 

Carbon Dioxide Public Nuisance Claims 

 
In October 2009, the Fifth Circuit Court of Appeals reversed a decision by the Federal District Court for the District 
of Mississippi dismissing state common law nuisance claims in a putative class action by Mississippi residents 
asserting that CO2 emissions exacerbated the effects of Hurricane Katrina.  The Fifth Circuit held that there was no 
exclusive commitment of the common law issues raised in plaintiffs’ complaint to a coordinate branch of 
government and that no initial policy determination was required to adjudicate these claims.  The court granted 
petitions for rehearing.  An additional recusal left the Fifth Circuit without a quorum to reconsider the decision and 
the appeal was dismissed, leaving the district court’s decision in place.  Plaintiffs filed a petition with the U.S. 
Supreme Court asking the court to remand the case to the Fifth Circuit and reinstate the panel decision.  The petition 
was denied in January 2011.  Plaintiffs refiled their complaint in federal district court.  The court ordered all 
defendants to respond to the refiled complaints in October 2011.  In March 2012, the court granted the defendants’ 
motion for dismissal on several grounds, including the doctrine of collateral estoppel and the applicable statute of 
limitations.  In May 2013, the U.S. Court of Appeals for the Fifth Circuit affirmed the district court’s dismissal of 
the complaint.  The plaintiffs may seek further review in the U.S. Supreme Court.  Management will continue to 
defend against the claims.  Management is unable to determine a range of potential losses that are reasonably 
possible of occurring. 
 
Alaskan Villages’ Claims 
 
In 2008, the Native Village of Kivalina and the City of Kivalina, Alaska filed a lawsuit in Federal Court in the 
Northern District of California against AEP, AEPSC and 22 other unrelated defendants including oil and gas 
companies, a coal company and other electric generating companies.  The complaint alleges that the defendants' 
emissions of CO2 contribute to global warming and constitute a public and private nuisance and that the defendants 
are acting together.  The complaint further alleges that some of the defendants, including AEP, conspired to create a 
false scientific debate about global warming in order to deceive the public and perpetuate the alleged nuisance.  The 
plaintiffs also allege that the effects of global warming will require the relocation of the village at an alleged cost of 
$95 million to $400 million.  In October 2009, the judge dismissed plaintiffs’ federal common law claim for 
nuisance, finding the claim barred by the political question doctrine and by plaintiffs’ lack of standing to bring the 
claim.  The judge also dismissed plaintiffs’ state law claims without prejudice to refiling in state court.  In 
September 2012, the Ninth Circuit Court of Appeals affirmed the trial court’s decision, holding that the CAA 
displaced Kivalina’s claims for damages.  Plaintiffs filed seeking further review in the U.S. Supreme Court.  In May 
2013, the U.S. Supreme Court denied the plaintiffs’ request for review. 
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5.  BENEFIT PLANS 
 

KPCo participates in an AEP sponsored qualified pension plan and an unfunded nonqualified pension plan.  
Substantially all of KPCo’s employees are covered by the qualified plan or both the qualified and nonqualified 
pension plans.  KPCo also participates in OPEB plans sponsored by AEP to provide health and life insurance 
benefits for retired employees. 
 
Components of Net Periodic Benefit Cost 
 
The following tables provide the components of KPCo’s net periodic benefit cost (credit) for the plans for the three 
and six months ended June 30, 2013 and 2012: 
 
   Other Postretirement 
 Pension Plans  Benefit Plans 

 Three Months Ended June 30,  Three Months Ended June 30, 
 2013   2012   2013   2012  

 (in thousands) 
Service Cost $  258  $  353  $  112  $  251 
Interest Cost   1,235    1,366    458    709 
Expected Return on Plan Assets   (1,605)   (1,848)   (738)   (728)
Amortization of Prior Service Cost (Credit)   11    21    (505)   (126)
Amortization of Net Actuarial Loss   1,117    920    421    392 

Net Periodic Benefit Cost (Credit) $  1,016  $  812  $  (252) $  498 

 
   Other Postretirement 
 Pension Plans  Benefit Plans 

 Six Months Ended June 30,  Six Months Ended June 30, 
 2013   2012   2013   2012  

 (in thousands) 
Service Cost $  515  $  706  $  223  $  503 
Interest Cost   2,470    2,732    916    1,418 
Expected Return on Plan Assets   (3,210)   (3,696)   (1,475)   (1,456)
Amortization of Prior Service Cost (Credit)   21    42    (1,010)   (252)
Amortization of Net Actuarial Loss   2,235    1,839    842    784 

Net Periodic Benefit Cost (Credit) $  2,031  $  1,623  $  (504) $  997 

 
6.  BUSINESS SEGMENTS 

 
KPCo has one reportable segment, an integrated electricity generation, transmission and distribution business.  
KPCo’s other activities are insignificant. 
 

7.  DERIVATIVES AND HEDGING 

 

OBJECTIVES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS 

 
KPCo is exposed to certain market risks as a major power producer and marketer of wholesale electricity, coal and 
emission allowances.  These risks include commodity price risk, interest rate risk, credit risk and, to a lesser extent, 
foreign currency exchange risk.  These risks represent the risk of loss that may impact KPCo due to changes in the 
underlying market prices or rates.  AEPSC, on behalf of KPCo, manages these risks using derivative instruments. 
 
STRATEGIES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS TO ACHIEVE OBJECTIVES 

 
Risk Management Strategies 
 
The strategy surrounding the use of derivative instruments primarily focuses on managing risk exposures, future 
cash flows and creating value utilizing both economic and formal hedging strategies.  The risk management 
strategies also include the use of derivative instruments for trading purposes, focusing on seizing market 
opportunities to create value driven by expected changes in the market prices of the commodities in which AEPSC 
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transacts on behalf of KPCo.  To accomplish these objectives, AEPSC, on behalf of KPCo, primarily employs risk 
management contracts including physical and financial forward purchase-and-sale contracts and, to a lesser extent,  
OTC swaps and options.  Not all risk management contracts meet the definition of a derivative under the accounting 
guidance for “Derivatives and Hedging.”  Derivative risk management contracts elected normal under the normal 
purchases and normal sales scope exception are not subject to the requirements of this accounting guidance. 
 
AEPSC, on behalf of KPCo, enters into power, coal, natural gas, interest rate and, to a lesser degree, heating oil and 
gasoline, emission allowance and other commodity contracts to manage the risk associated with the energy business.  
AEPSC, on behalf of KPCo, enters into interest rate derivative contracts in order to manage the interest rate 
exposure associated with KPCo’s commodity portfolio.  For disclosure purposes, such risks are grouped as 
“Commodity,” as these risks are related to energy risk management activities.  AEPSC, on behalf of KPCo, also 
engages in risk management of interest rate risk associated with debt financing and foreign currency risk associated 
with future purchase obligations denominated in foreign currencies.  The amount of risk taken is determined by the 
Commercial Operations and Finance groups in accordance with the established risk management policies as 
approved by the Finance Committee of AEP’s Board of Directors. 
 
The following table represents the gross notional volume of the KPCo’s outstanding derivative contracts as of June 
30, 2013 and December 31, 2012: 
 
 Notional Volume of Derivative Instruments 
           

    Volume   

     June 30,   December 31,  Unit of 

    2013    2012   Measure 

    (in thousands)  

 Commodity:        
  Power    20,536    18,838  MWhs 
  Coal    148    247  Tons 
  Natural Gas    1,261    2,018  MMBtus 
  Heating Oil and Gasoline    216    269  Gallons 
  Interest Rate  $  3,734  $  4,836  USD 
 
Fair Value Hedging Strategies 

 
AEPSC, on behalf of KPCo, enters into interest rate derivative transactions as part of an overall strategy to manage 
the mix of fixed-rate and floating-rate debt.  Certain interest rate derivative transactions effectively modify KPCo’s 
exposure to interest rate risk by converting a portion of KPCo’s fixed-rate debt to a floating rate.  Provided specific 
criteria are met, these interest rate derivatives are designated as fair value hedges. 
 
Cash Flow Hedging Strategies 
 
AEPSC, on behalf of KPCo, enters into and designates as cash flow hedges certain derivative transactions for the 
purchase and sale of power, coal, natural gas and heating oil and gasoline (“Commodity”) in order to manage the 
variable price risk related to the forecasted purchase and sale of these commodities.  Management monitors the 
potential impacts of commodity price changes and, where appropriate, enters into derivative transactions to protect 
profit margins for a portion of future electricity sales and fuel or energy purchases.  KPCo does not hedge all 
commodity price risk.   
 
KPCo’s vehicle fleet is exposed to gasoline and diesel fuel price volatility.  AEPSC, on behalf of KPCo, enters into 
financial heating oil and gasoline derivative contracts in order to mitigate price risk of future fuel purchases.  For 
disclosure purposes, these contracts are included with other hedging activities as “Commodity.”  KPCo does not 
hedge all fuel price risk. 
 
AEPSC, on behalf of KPCo, enters into a variety of interest rate derivative transactions in order to manage interest 
rate risk exposure.  Some interest rate derivative transactions effectively modify exposure to interest rate risk by 
converting a portion of floating-rate debt to a fixed rate.  AEPSC, on behalf of KPCo, also enters into interest rate 
derivative contracts to manage interest rate exposure related to future borrowings of fixed-rate debt.  The forecasted 
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fixed-rate debt offerings have a high probability of occurrence as the proceeds will be used to fund existing debt 
maturities and projected capital expenditures.  KPCo does not hedge all interest rate exposure. 
 
At times, KPCo is exposed to foreign currency exchange rate risks primarily when KPCo purchases certain fixed 
assets from foreign suppliers.  In accordance with AEP’s risk management policy, AEPSC, on behalf of KPCo, may 
enter into foreign currency derivative transactions to protect against the risk of increased cash outflows resulting 
from a foreign currency’s appreciation against the dollar.  KPCo does not hedge all foreign currency exposure. 
 
ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND THE IMPACT ON KPCo’s FINANCIAL 

STATEMENTS 
 
The accounting guidance for “Derivatives and Hedging” requires recognition of all qualifying derivative instruments 
as either assets or liabilities on the condensed balance sheets at fair value.  The fair values of derivative instruments 
accounted for using MTM accounting or hedge accounting are based on exchange prices and broker quotes.  If a 
quoted market price is not available, the estimate of fair value is based on the best information available including 
valuation models that estimate future energy prices based on existing market and broker quotes, supply and demand 
market data and assumptions.  In order to determine the relevant fair values of the derivative instruments, KPCo 
applies valuation adjustments for discounting, liquidity and credit quality. 
 
Credit risk is the risk that a counterparty will fail to perform on the contract or fail to pay amounts due.  Liquidity 
risk represents the risk that imperfections in the market will cause the price to vary from estimated fair value based 
upon prevailing market supply and demand conditions.  Since energy markets are imperfect and volatile, there are 
inherent risks related to the underlying assumptions in models used to fair value risk management contracts.  
Unforeseen events may cause reasonable price curves to differ from actual price curves throughout a contract’s term 
and at the time a contract settles.  Consequently, there could be significant adverse or favorable effects on future net 
income and cash flows if market prices are not consistent with management’s estimates of current market consensus 
for forward prices in the current period.  This is particularly true for longer term contracts.  Cash flows may vary 
based on market conditions, margin requirements and the timing of settlement of KPCo’s risk management 
contracts. 
 
According to the accounting guidance for “Derivatives and Hedging,” KPCo reflects the fair values of derivative 
instruments subject to netting agreements with the same counterparty net of related cash collateral.  For certain risk 
management contracts, KPCo is required to post or receive cash collateral based on third party contractual 
agreements and risk profiles.  For the June 30, 2013 and December 31, 2012 condensed balance sheets, KPCo netted 
$114 thousand and $253 thousand, respectively, of cash collateral received from third parties against short-term and 
long-term risk management assets and $1.0 million and $2.2 million, respectively, of cash collateral paid to third 
parties against short-term and long-term risk management liabilities. 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1654 of 1829



18 
 

The following tables represent the gross fair value impact of KPCo’s derivative activity on the condensed balance 
sheets as of June 30, 2013 and December 31, 2012: 
 

Fair Value of Derivative Instruments 
June 30, 2013 

                    

            Gross Amounts  Gross  Net Amounts of 

            of Risk   Amounts  Assets/Liabilities 

   Risk Management      Management  Offset in the   Presented in the  

   Contracts  Hedging Contracts  Assets/  Statement of  Statement of  

         Interest  Liabilities  Financial   Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)  Rate (a)  Recognized  Position (b)  Position (c)  

   (in thousands) 

Current Risk Management Assets  $  18,158  $  205  $  -  $  18,363 $  (12,426) $  5,937 

Long-term Risk Management Assets    7,946    -    -    7,946  (3,082)   4,864 

Total Assets    26,104    205    -    26,309  (15,508)   10,801 

            
Current Risk Management Liabilities    15,811    143    -    15,954  (13,132)   2,822 

Long-term Risk Management Liabilities     6,179    6    -    6,185  (3,299)   2,886 

Total Liabilities    21,990    149    -    22,139  (16,431)   5,708 

            
Total MTM Derivative Contract Net             

 Assets (Liabilities)  $  4,114  $  56  $  -  $  4,170 $  923  $  5,093 

              

Fair Value of Derivative Instruments 

December 31, 2012 

                    

            Gross Amounts  Gross  Net Amounts of 

            of Risk   Amounts  Assets/Liabilities 

   Risk Management        Management  Offset in the   Presented in the  

   Contracts   Hedging Contracts Assets/  Statement of  Statement of  

         Interest  Liabilities  Financial   Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)   Rate (a)  Recognized  Position (b)  Position (c)  

   (in thousands) 

Current Risk Management Assets  $  25,448  $  72  $  -  $  25,520 $  (19,345) $  6,175 

Long-term Risk Management Assets    12,117    43    -    12,160  (5,278)   6,882 

Total Assets    37,565    115    -    37,680  (24,623)   13,057 

            
Current Risk Management Liabilities    23,806    239    -    24,045  (20,725)   3,320 

Long-term Risk Management Liabilities     9,469    85    -    9,554  (5,854)   3,700 

Total Liabilities    33,275    324    -    33,599  (26,579)   7,020 

            
Total MTM Derivative Contract Net             

  Assets (Liabilities)  $  4,290  $  (209) $  -  $  4,081 $  1,956  $  6,037 

 
(a) Derivative instruments within these categories are reported gross.  These instruments are subject to master netting agreements and are presented on 

the condensed balance sheets on a net basis in accordance with the accounting guidance for "Derivatives and Hedging." 
(b) Amounts include counterparty netting of risk management and hedging contracts and associated cash collateral in accordance with the accounting 

guidance for "Derivatives and Hedging."    
(c) There are no derivative contracts subject to a master netting arrangement or similar agreement which are not offset in the statement of financial 

position.  
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The table below presents KPCo’s activity of derivative risk management contracts for the three and six months 
ended June 30, 2013 and 2012: 
 
  Amount of Gain (Loss) Recognized on  
  Risk Management Contracts 
  For the Three and Six Months Ended June 30, 2013 and 2012 
               
    Three Months Ended   Six Months Ended 

    June 30,  June 30, 

  Location of Gain (Loss)  2013  2012   2013  2012  

    (in thousands) 
 Electric Generation, Transmission and      
  Distribution Revenues  $  (150) $  (877) $  446 $  (1,571)
 Regulatory Assets (a)    -  (3)   -  9 
 Regulatory Liabilities (a)    298  858   (169)  1,917 

 Total Gain (Loss) on Risk Management Contracts   $  148 $  (22) $  277 $  355 

        

 

(a) Represents realized and unrealized gains and losses subject to regulatory accounting treatment recorded as either current or 
noncurrent on the condensed balance sheets. 

 
Certain qualifying derivative instruments have been designated as normal purchase or normal sale contracts, as 
provided in the accounting guidance for “Derivatives and Hedging.”  Derivative contracts that have been designated 
as normal purchases or normal sales under that accounting guidance are not subject to MTM accounting treatment 
and are recognized on the condensed statements of income on an accrual basis. 
 
KPCo’s accounting for the changes in the fair value of a derivative instrument depends on whether it qualifies for 
and has been designated as part of a hedging relationship and further, on the type of hedging relationship.  
Depending on the exposure, management designates a hedging instrument as a fair value hedge or a cash flow 
hedge. 
 
For contracts that have not been designated as part of a hedging relationship, the accounting for changes in fair value 
depends on whether the derivative instrument is held for trading purposes.  Unrealized and realized gains and losses 
on derivative instruments held for trading purposes are included in revenues on a net basis on KPCo’s condensed 
statements of income.  Unrealized and realized gains and losses on derivative instruments not held for trading 
purposes are included in revenues or expenses on KPCo’s condensed statements of income depending on the 
relevant facts and circumstances.  However, unrealized and some realized gains and losses for both trading and non-
trading derivative instruments are recorded as regulatory assets (for losses) or regulatory liabilities (for gains), in 
accordance with the accounting guidance for “Regulated Operations.” 
 
Accounting for Fair Value Hedging Strategies 
 
For fair value hedges (i.e. hedging the exposure to changes in the fair value of an asset, liability or an identified 
portion thereof attributable to a particular risk), the gain or loss on the derivative instrument as well as the offsetting 
gain or loss on the hedged item associated with the hedged risk affects Net Income during the period of change. 
 
KPCo records realized and unrealized gains or losses on interest rate swaps that qualify for fair value hedge 
accounting treatment and any offsetting changes in the fair value of the debt being hedged in Interest Expense on 
KPCo’s condensed statements of income.  During the three and six months ended June 30, 2013 and 2012, KPCo 
did not designate any fair value hedging strategies. 
 
Accounting for Cash Flow Hedging Strategies 
 
For cash flow hedges (i.e. hedging the exposure to variability in expected future cash flows that is attributable to a 
particular risk), KPCo initially reports the effective portion of the gain or loss on the derivative instrument as a 
component of Accumulated Other Comprehensive Income (Loss) on the condensed balance sheets until the period 
the hedged item affects Net Income.  KPCo recognizes any hedge ineffectiveness as a regulatory asset (for losses) or 
a regulatory liability (for gains). 
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Realized gains and losses on derivative contracts for the purchase and sale of power, coal and natural gas designated 
as cash flow hedges are included in Revenues, Fuel and Other Consumables Used for Electric Generation or 
Purchased Electricity for Resale on KPCo’s condensed statements of income, or in Regulatory Assets or Regulatory 
Liabilities on KPCo’s condensed balance sheets, depending on the specific nature of the risk being hedged.  During 
the three and six months ended June 30, 2013 and 2012, KPCo designated power, coal and natural gas derivatives as 
cash flow hedges. 
 

KPCo reclassifies gains and losses on heating oil and gasoline derivative contracts designated as cash flow hedges 
from Accumulated Other Comprehensive Income (Loss) on its condensed balance sheets into Other Operation 
expense, Maintenance expense or Depreciation and Amortization expense, as it relates to capital projects, on the 
condensed statements of income.  During the three and six months ended June 30, 2013 and 2012, KPCo designated 
heating oil and gasoline derivatives as cash flow hedges. 
 

KPCo reclassifies gains and losses on interest rate derivative hedges related to debt financings from Accumulated 
Other Comprehensive Income (Loss) on its condensed balance sheets into Interest Expense on its condensed 
statements of income in those periods in which hedged interest payments occur.  During the three and six months 
ended June 30, 2013 and 2012, KPCo did not designate any interest rate derivatives as cash flow hedges. 
 

The accumulated gains or losses related to foreign currency hedges are reclassified from Accumulated Other 
Comprehensive Income (Loss) on KPCo’s condensed balance sheets into Depreciation and Amortization expense on 
the condensed statements of income over the depreciable lives of the fixed assets designated as the hedged items in 
qualifying foreign currency hedging relationships.  During the three and six months ended June 30, 2013 and 2012, 
KPCo did not designate any foreign currency derivatives as cash flow hedges. 
 

During the three and six months ended June 30, 2013 and 2012, hedge ineffectiveness was immaterial or nonexistent 
for all cash flow hedge strategies disclosed above. 
 

For details on designated, effective cash flow hedges included in Accumulated Other Comprehensive Income (Loss) 
on KPCo’s condensed balance sheets and the reasons for changes in cash flow hedges for the three and six months 
ended June 30, 2013 and 2012, see Note 2. 
 

Cash flow hedges included in Accumulated Other Comprehensive Income (Loss) on KPCo’s condensed balance 
sheets as of June 30, 2013 and December 31, 2012 were: 
 

 Impact of Cash Flow Hedges on the Condensed Balance Sheet 
 June 30, 2013 
            
     Commodity  Interest Rate  Total 

     (in thousands) 

 Hedging Assets (a)  $  117 $  - $  117 
 Hedging Liabilities (a)    61   -   61 
 AOCI Gain (Loss) Net of Tax    39    (252)   (213)
 Portion Expected to be Reclassified to Net       
  Income During the Next Twelve Months    43    (60)   (17)
             

 Impact of Cash Flow Hedges on the Condensed Balance Sheet 
 December 31, 2012 
            
     Commodity  Interest Rate  Total 

     (in thousands) 

 Hedging Assets (a)  $  63 $  - $  63 
 Hedging Liabilities (a)    272   -   272 
 AOCI Loss Net of Tax    (127)   (282)   (409)
 Portion Expected to be Reclassified to Net       
  Income During the Next Twelve Months    (100)   (60)   (160)
 

(a) Hedging Assets and Hedging Liabilities are included in Risk Management Assets and Liabilities on 
KPCo’s condensed balance sheets. 
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The actual amounts that KPCo reclassifies from Accumulated Other Comprehensive Income (Loss) to Net Income 
can differ from the estimate above due to market price changes.  As of June 30, 2013, the maximum length of time 
that KPCo is hedging (with contracts subject to the accounting guidance for “Derivatives and Hedging”) its 
exposure to variability in future cash flows related to forecasted transactions is 18 months. 
 

Credit Risk 
 

AEPSC, on behalf of KPCo, limits credit risk in KPCo’s wholesale marketing and trading activities by assessing the 
creditworthiness of potential counterparties before entering into transactions with them and continuing to evaluate 
their creditworthiness on an ongoing basis.  AEPSC, on behalf of KPCo, uses Moody’s, Standard and Poor’s and 
current market-based qualitative and quantitative data as well as financial statements to assess the financial health of 
counterparties on an ongoing basis.   
 

When AEPSC, on behalf of KPCo, uses standardized master agreements, these agreements may include collateral 
requirements.  These master agreements facilitate the netting of cash flows associated with a single counterparty.  
Cash, letters of credit and parental/affiliate guarantees may be obtained as security from counterparties in order to 
mitigate credit risk.  The collateral agreements require a counterparty to post cash or letters of credit in the event an 
exposure exceeds the established threshold.  The threshold represents an unsecured credit limit which may be 
supported by a parental/affiliate guaranty, as determined in accordance with AEP’s credit policy.  In addition, 
collateral agreements allow for termination and liquidation of all positions in the event of a failure or inability to 
post collateral. 
 

Collateral Triggering Events 
 

Under the tariffs of the RTOs and Independent System Operators (ISOs) and a limited number of derivative and 
non-derivative contracts primarily related to competitive retail auction loads, KPCo is obligated to post an additional 
amount of collateral if certain credit ratings decline below investment grade.  The amount of collateral required 
fluctuates based on market prices and total exposure.  On an ongoing basis, AEP’s risk management organization 
assesses the appropriateness of these collateral triggering items in contracts.  KPCo has not experienced a 
downgrade below investment grade.  The following table represents: (a) KPCo’s fair value of such derivative 
contracts, (b) the amount of collateral KPCo would have been required to post for all derivative and non-derivative 
contracts if the credit ratings had declined below investment grade and (c) how much was attributable to RTO and 
ISO activities as of June 30, 2013 and December 31, 2012: 
 

   June 30, December 31, 

   2013  2012  

   (in thousands) 

 Liabilities for Derivative Contracts with Credit Downgrade Triggers  $  193 $  432 

 Amount of Collateral KPCo Would Have Been Required to Post    1,267  741 

 Amount Attributable to RTO and ISO Activities    1,252  703 
 

In addition, a majority of KPCo’s non-exchange traded commodity contracts contain cross-default provisions that, if 
triggered, would permit the counterparty to declare a default and require settlement of the outstanding payable.  
These cross-default provisions could be triggered if there was a non-performance event by Parent or the obligor 
under outstanding debt or a third party obligation in excess of $50 million.  On an ongoing basis, AEP’s risk 
management organization assesses the appropriateness of these cross-default provisions in the contracts.  The 
following table represents: (a) the fair value of these derivative liabilities subject to cross-default provisions prior to 
consideration of contractual netting arrangements, (b) the amount this exposure has been reduced by cash collateral 
posted by KPCo and (c) if a cross-default provision would have been triggered, the settlement amount that would be 
required after considering KPCo’s contractual netting arrangements as of June 30, 2013 and December 31, 2012: 
 

   June 30, December 31, 

   2013  2012  

   (in thousands) 

 Liabilities for Contracts with Cross Default Provisions Prior to Contractual       

    Netting Arrangements  $  6,583 $  9,907 

 Amount of Cash Collateral Posted    -  365 

 Additional Settlement Liability if Cross Default Provision is Triggered    5,099  6,041 
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8.  FAIR VALUE MEASUREMENTS 
 
Fair Value Hierarchy and Valuation Techniques 
 
The accounting guidance for “Fair Value Measurements and Disclosures” establishes a fair value hierarchy that 
prioritizes the inputs used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted prices 
in active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to unobservable 
inputs (Level 3 measurement).  Where observable inputs are available for substantially the full term of the asset or 
liability, the instrument is categorized in Level 2.  When quoted market prices are not available, pricing may be 
completed using comparable securities, dealer values, operating data and general market conditions to determine fair 
value.  Valuation models utilize various inputs such as commodity, interest rate and, to a lesser degree, volatility and 
credit that include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or 
similar assets or liabilities in inactive markets, market corroborated inputs (i.e. inputs derived principally from, or 
correlated to, observable market data) and other observable inputs for the asset or liability.  The AEP System’s 
market risk oversight staff independently monitors its valuation policies and procedures and provides members of 
the Commercial Operations Risk Committee (CORC) various daily, weekly and monthly reports, regarding 
compliance with policies and procedures.  The CORC consists of AEPSC’s Chief Operating Officer, Chief Financial 
Officer, Executive Vice President of Energy Supply, Senior Vice President of Commercial Operations and Chief 
Risk Officer. 
 
For commercial activities, exchange traded derivatives, namely futures contracts, are generally fair valued based on 
unadjusted quoted prices in active markets and are classified as Level 1.  Level 2 inputs primarily consist of OTC 
broker quotes in moderately active or less active markets, as well as exchange traded contracts where there is 
insufficient market liquidity to warrant inclusion in Level 1.  Management verifies price curves using these broker 
quotes and classifies these fair values within Level 2 when substantially all of the fair value can be corroborated.  
Management typically obtains multiple broker quotes, which are nonbinding in nature, but are based on recent trades 
in the marketplace.  When multiple broker quotes are obtained, the quoted bid and ask prices are averaged.  In 
certain circumstances, a broker quote may be discarded if it is a clear outlier.  Management uses a historical 
correlation analysis between the broker quoted location and the illiquid locations.  If the points are highly correlated, 
these locations are included within Level 2 as well.  Certain OTC and bilaterally executed derivative instruments are 
executed in less active markets with a lower availability of pricing information.  Illiquid transactions, complex 
structured transactions, FTRs and counterparty credit risk may require nonmarket based inputs.  Some of these 
inputs may be internally developed or extrapolated and utilized to estimate fair value.  When such inputs have a 
significant impact on the measurement of fair value, the instrument is categorized as Level 3.  The main driver of the 
contracts being classified as Level 3 is the inability to substantiate energy price curves in the market.  A significant 
portion of the Level 3 instruments have been economically hedged which greatly limits potential earnings volatility. 
 
Fair Value Measurements of Long-term Debt 
 
The fair values of Long-term Debt are based on quoted market prices, without credit enhancements, for the same or 
similar issues and the current interest rates offered for instruments with similar maturities classified as Level 2 
measurement inputs.  These instruments are not marked-to-market.  The estimates presented are not necessarily 
indicative of the amounts that could be realized in a current market exchange. 
 
The book values and fair values of KPCo’s Long-term Debt as of June 30, 2013 and December 31, 2012 are 
summarized in the following table: 
 
   June 30, 2013  December 31, 2012 

   Book Value  Fair Value  Book Value  Fair Value 

   (in thousands) 
 Long-term Debt  $  549,305  $  658,719  $  549,222  $  708,566 
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Fair Value Measurements of Financial Assets and Liabilities 

 

The following tables set forth, by level within the fair value hierarchy, KPCo’s financial assets and liabilities that 
were accounted for at fair value on a recurring basis as of June 30, 2013 and December 31, 2012.  As required by the 
accounting guidance for “Fair Value Measurements and Disclosures,” financial assets and liabilities are classified in 
their entirety based on the lowest level of input that is significant to the fair value measurement.  Management’s 
assessment of the significance of a particular input to the fair value measurement requires judgment and may affect 
the valuation of fair value assets and liabilities and their placement within the fair value hierarchy levels.  There 
have not been any significant changes in management’s valuation techniques. 
 

Assets and Liabilities Measured at Fair Value on a Recurring Basis 
June 30, 2013 

            
   Level 1  Level 2  Level 3  Other  Total 

Assets: (in thousands) 

      
Risk Management Assets       

Risk Management Commodity Contracts (a) (b) $  526 $  22,346 $  3,199 $  (15,387) $  10,684 
Cash Flow Hedges:       
 Commodity Hedges (a)   -   205   -   (88)   117 

Total Risk Management Assets  $  526 $  22,551 $  3,199 $  (15,475) $  10,801 

        
Liabilities:      
        

Risk Management Liabilities      

Risk Management Commodity Contracts (a) (b) $  304  $  21,128 $  525 $  (16,310) $  5,647 
Cash Flow Hedges:        
 Commodity Hedges (a)   -    149   -   (88)   61 

Total Risk Management Liabilities  $  304 $  21,277 $  525 $  (16,398) $  5,708 

 
Assets and Liabilities Measured at Fair Value on a Recurring Basis 

December 31, 2012 

            
   Level 1  Level 2  Level 3  Other  Total 

Assets: (in thousands) 

      
Risk Management Assets       

Risk Management Commodity Contracts (a) (b) $  833 $  33,315 $  3,417 $  (24,571) $  12,994 
Cash Flow Hedges:       
 Commodity Hedges (a)   -   103   -   (40)   63 

Total Risk Management Assets  $  833 $  33,418 $  3,417 $  (24,611) $  13,057 

        
Liabilities:      
        

Risk Management Liabilities      

Risk Management Commodity Contracts (a) (b) $  392  $  31,665 $  1,218 $  (26,527) $  6,748 
Cash Flow Hedges:        
 Commodity Hedges (a)   -    312   -   (40)   272 

Total Risk Management Liabilities  $  392 $  31,977 $  1,218 $  (26,567) $  7,020 

 

(a) Amounts in “Other” column primarily represent counterparty netting of risk management and hedging 
contracts and associated cash collateral under the accounting guidance for “Derivatives and Hedging.” 

(b) Substantially comprised of power contracts. 

 

There were no transfers between Level 1 and Level 2 during the three and six months ended June 30, 2013 and 
2012.
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The following tables set forth a reconciliation of changes in the fair value of net trading derivatives and other 
investments classified as Level 3 in the fair value hierarchy: 
 
    Net Risk Management 

 Three Months Ended June 30, 2013  Assets (Liabilities) 

    (in thousands) 

 Balance as of March 31, 2013  $  1,804 

 Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)    (76)

 Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)   

  Relating to Assets Still Held at the Reporting Date (a)    - 

 Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income    - 

 Purchases, Issuances and Settlements (c)    132 

 Transfers into Level 3 (d) (e)    50 

 Transfers out of Level 3 (e) (f)    (75)

 Changes in Fair Value Allocated to Regulated Jurisdictions (g)    839 

 Balance as of June 30, 2013  $  2,674 

 
    Net Risk Management 

 Three Months Ended June 30, 2012  Assets (Liabilities) 

    (in thousands) 
 Balance as of March 31, 2012  $  1,599 

 Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)    (643)

 Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)   

  Relating to Assets Still Held at the Reporting Date (a)    - 

 Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income    (2)

 Purchases, Issuances and Settlements (c)    999 

 Transfers into Level 3 (d) (e)    261 

 Transfers out of Level 3 (e) (f)    (112)

 Changes in Fair Value Allocated to Regulated Jurisdictions (g)    475 

 Balance as of June 30, 2012  $  2,577 
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    Net Risk Management 

 Six Months Ended June 30, 2013  Assets (Liabilities) 

    (in thousands) 

 Balance as of December 31, 2012  $  2,199 

 Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)    (725)

 Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)   

  Relating to Assets Still Held at the Reporting Date (a)    - 

 Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income    - 

 Purchases, Issuances and Settlements (c)    591 

 Transfers into Level 3 (d) (e)    177 

 Transfers out of Level 3 (e) (f)    (191)

 Changes in Fair Value Allocated to Regulated Jurisdictions (g)    623 

 Balance as of June 30, 2013  $  2,674  

    
 

Net Risk Management 

 Six Months Ended June 30, 2012  Assets (Liabilities) 

    (in thousands) 

 Balance as of December 31, 2011  $  416 

 Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)    (1,100)

 Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)   

  Relating to Assets Still Held at the Reporting Date (a)    - 

 Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income    11 

 Purchases, Issuances and Settlements (c)    2,367 

 Transfers into Level 3 (d) (e)    743 

 Transfers out of Level 3 (e) (f)    (984)

 Changes in Fair Value Allocated to Regulated Jurisdictions (g)    1,124 

 Balance as of June 30, 2012  $  2,577 

 
 (a) Included in revenues on KPCo’s condensed statements of income. 

 (b) Represents the change in fair value between the beginning of the reporting period and the settlement of the risk 
management commodity contract. 

 (c) Represents the settlement of risk management commodity contracts for the reporting period. 

 (d) Represents existing assets or liabilities that were previously categorized as Level 2. 

 (e) Transfers are recognized based on their value at the beginning of the reporting period that the transfer occurred. 

 (f) Represents existing assets or liabilities that were previously categorized as Level 3. 

 (g) Relates to the net gains (losses) of those contracts that are not reflected on KPCo’s condensed statements of income.  
These net gains (losses) are recorded as regulatory liabilities/assets. 

 
The following table quantifies the significant unobservable inputs used in developing the fair value of Level 3 
positions as of June 30, 2013: 
 
  

 

Fair Value 
 

Valuation 
 

Significant  Forward Price Range 
  Assets  Liabilities Technique Unobservable Input (a)  Low  High 

   (in thousands)           

 Energy Contracts  $  2,436  $  332  Discounted Cash Flow Forward Market Price  $  11.48  $  70.90 
 FTRs    763    193  Discounted Cash Flow Forward Market Price    (12.31)   11.19 

 Total  $  3,199  $  525  

 
(a) Represents market prices in dollars per MWh. 
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9.  INCOME TAXES 

 

AEP System Tax Allocation Agreement 
 
KPCo joins in the filing of a consolidated federal income tax return with its affiliates in the AEP System.  The 
allocation of the AEP System’s current consolidated federal income tax to the AEP System companies allocates the 
benefit of current tax losses to the AEP System companies giving rise to such losses in determining their current tax 
expense.  The tax benefit of the Parent is allocated to its subsidiaries with taxable income.  With the exception of the 
loss of the Parent, the method of allocation reflects a separate return result for each company in the consolidated 
group. 
 
Federal and State Income Tax Audit Status 
 
The IRS examination of years 2009 and 2010 started in October 2011 and was completed in the second quarter of 
2013.  The completion of the federal audit did not result in a material impact on net income, cash flows or financial 
condition.  Although the outcome of tax audits is uncertain, in management’s opinion, adequate provisions for 
federal income taxes have been made for potential liabilities resulting from such matters.  In addition, KPCo accrues 
interest on these uncertain tax positions.  Management is not aware of any issues for open tax years that upon final 
resolution are expected to materially impact net income. 
 
KPCo and other AEP subsidiaries file income tax returns in various state and local jurisdictions.  These taxing 
authorities routinely examine the tax returns and KPCo and other AEP subsidiaries are currently under examination 
in several state and local jurisdictions.  Management believes that previously filed tax returns have positions that 
may be challenged by these tax authorities.  However, management believes that adequate provisions for income 
taxes have been made for potential liabilities resulting from such challenges and that the ultimate resolution of these 
audits will not materially impact net income.  KPCo is no longer subject to state or local income tax examinations 
by tax authorities for years before 2008. 
 
10.  FINANCING ACTIVITIES 

 
Long-term Debt 

 
KPCo did not have any long-term debt issuances or retirements during the first six months of 2013. 
 
In July 2013, AEPGenCo, APCo, KPCo and OPCo entered into a $1 billion term credit facility due in May 2015 to 
provide liquidity during the corporate separation process.  Under the credit facility, OPCo may assign borrowings to 
AEPGenCo upon the transfer of OPCo’s generation assets to AEPGenCo.  Subject to regulatory approval, 
AEPGenCo may further assign a portion of the borrowings to APCo and KPCo, not to exceed $500 million and 
$250 million, respectively, upon AEPGenCo’s subsequent transfer of certain of those generation assets to APCo and 
KPCo. 
 
Dividend Restrictions 
 
KPCo pays dividends to Parent provided funds are legally available.  Various financing arrangements and regulatory 
requirements may impose certain restrictions on the ability of KPCo to transfer funds to Parent in the form of 
dividends. 
 
Federal Power Act 

 

The Federal Power Act prohibits KPCo from participating “in the making or paying of any dividends of such public 
utility from any funds properly included in capital account.”  The term “capital account” is not defined in the 
Federal Power Act or its regulations.  Management understands “capital account” to mean the book value of the 
common stock.  This restriction does not limit the ability of KPCo to pay dividends out of retained earnings. 
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Leverage Restrictions 

 
Pursuant to the credit agreement leverage restrictions, KPCo must maintain a percentage of debt to total 
capitalization at a level that does not exceed 67.5%. 
 
Utility Money Pool – AEP System 
 
The AEP System uses a corporate borrowing program to meet the short-term borrowing needs of AEP’s 
subsidiaries.  The corporate borrowing program includes a Utility Money Pool, which funds AEP’s utility 
subsidiaries.  The AEP System Utility Money Pool operates in accordance with the terms and conditions of the AEP 
System Utility Money Pool agreement filed with the FERC.  The amounts of outstanding loans to (borrowings from) 
the Utility Money Pool as of June 30, 2013 and December 31, 2012 are included in Advances to Affiliates and 
Advances from Affiliates, respectively, on KPCo’s condensed balance sheets.  KPCo’s Utility Money Pool activity 
and corresponding authorized borrowing limits for the six months ended June 30, 2013 are described in the 
following table: 
 
              
 Maximum  Maximum  Average  Average  Loans  Authorized 
 Borrowings  Loans   Borrowings  Loans   to the Utility  Short-Term 
 from the Utility  to the Utility  from the Utility  to the Utility  Money Pool as of  Borrowing 
 Money Pool  Money Pool  Money Pool  Money Pool  June 30, 2013  Limit 

 (in thousands) 
 $  32,649  $  27,164  $  11,271  $  14,234  $  4,600  $  250,000 

 
Maximum, minimum and average interest rates for funds either borrowed from or loaned to the Utility Money Pool 
for the six months ended June 30, 2013 and 2012 are summarized in the following table: 
 
  Maximum  Minimum  Maximum  Minimum  Average  Average 

  Interest Rate  Interest Rate  Interest Rate  Interest Rate  Interest Rate  Interest Rate 

  for Funds  for Funds  for Funds  for Funds  for Funds  for Funds 

Six Months  Borrowed  Borrowed  Loaned  Loaned  Borrowed  Loaned 

Ended  from the Utility  from the Utility 

 

to the Utility  to the Utility  from the Utility  to the Utility 

June 30,  Money Pool  Money Pool Money Pool  Money Pool  Money Pool  Money Pool 

2013    0.43 %   0.35 %   0.36 %   0.32 %   0.38 %   0.34 % 

2012    - %   - %   0.56 %   0.45 %   - %   0.49 % 

 
Sale of Receivables – AEP Credit 
 
Under a sale of receivables arrangement, KPCo sells, without recourse, certain of its customer accounts receivable 
and accrued unbilled revenue balances to AEP Credit and is charged a fee based on AEP Credit’s financing costs, 
administrative costs and uncollectible accounts experience for KPCo’s receivables.  The costs of customer accounts 
receivable sold are reported in Other Operation expense on KPCo’s condensed statements of income.  KPCo 
manages and services its accounts receivable sold. 
 
In June 2013, AEP Credit amended its receivables securitization agreement.  The agreement provides a commitment 
of $700 million from bank conduits to purchase receivables.  AEP Credit amended a commitment of $385 million to 
now expire in June 2014.  The remaining commitment of $315 million expires in June 2015. 
 
KPCo’s amount of accounts receivable and accrued unbilled revenues sold under the sale of receivables agreement 
was $41 million and $46 million as of June 30, 2013 and December 31, 2012, respectively. 
 
The fees paid by KPCo to AEP Credit for customer accounts receivable sold for the three months ended June 30, 
2013 and 2012 were $481 thousand and $597 thousand, respectively, and for the six months ended June 30, 2013 
and 2012 were $1 million and $1.3 million, respectively. 
 
KPCo’s proceeds on the sale of receivables to AEP Credit for the three months ended June 30, 2013 and 2012 were 
$128 million and $114 million, respectively, and for the six months ended June 30, 2013 and 2012 were $268 
million and $265 million, respectively. 
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11.  VARIABLE INTEREST ENTITIES 

 
The accounting guidance for “Variable Interest Entities” is a consolidation model that considers if a company has a 
controlling financial interest in a VIE.  A controlling financial interest will have both (a) the power to direct the 
activities of a VIE that most significantly impact the VIE’s economic performance and (b) the obligation to absorb 
losses of the VIE that could potentially be significant to the VIE or the right to receive benefits from the VIE that 
could potentially be significant to the VIE.  Entities are required to consolidate a VIE when it is determined that they 
have a controlling financial interest in a VIE and therefore, are the primary beneficiary of that VIE, as defined by the 
accounting guidance for “Variable Interest Entities.”  In determining whether KPCo is the primary beneficiary of a 
VIE, management considers factors such as equity at risk, the amount of the VIE’s variability KPCo absorbs, 
guarantees of indebtedness, voting rights including kick-out rights, the power to direct the VIE, variable interests 
held by related parties and other factors.  Management believes that significant assumptions and judgments were 
applied consistently.  KPCo is not the primary beneficiary of any VIE and has not provided financial or other 
support to any VIE that was not previously contractually required. 
 
AEPSC provides certain managerial and professional services to AEP’s subsidiaries.  AEP is the sole equity owner 
of AEPSC.  AEP management controls the activities of AEPSC.  The costs of the services are based on a direct 
charge or on a prorated basis and billed to the AEP subsidiary companies at AEPSC’s cost.  AEP subsidiaries have 
not provided financial or other support outside the reimbursement of costs for services rendered.  AEPSC finances 
its operations through cost reimbursement from other AEP subsidiaries.  There are no other terms or arrangements 
between AEPSC and any of the AEP subsidiaries that could require additional financial support from an AEP 
subsidiary or expose them to losses outside of the normal course of business.  AEPSC and its billings are subject to 
regulation by the FERC.  AEP subsidiaries are exposed to losses to the extent they cannot recover the costs of 
AEPSC through their normal business operations.  AEP subsidiaries are considered to have a significant interest in 
AEPSC due to their activity in AEPSC’s cost reimbursement structure.  However, AEP subsidiaries do not have 
control over AEPSC.  AEPSC is consolidated by AEP.  In the event AEPSC would require financing or other 
support outside the cost reimbursement billings, this financing would be provided by AEP.  KPCo’s total billings 
from AEPSC for the three months ended June 30, 2013 and 2012 were both $8 million and for the six months ended 
June 30, 2013 and 2012 were both $15 million.  The carrying amount of liabilities associated with AEPSC as of 
June 30, 2013 and December 31, 2012 was $2 million and $6 million, respectively.  Management estimates the 
maximum exposure of loss to be equal to the amount of such liability. 
 
AEGCo, a wholly-owned subsidiary of AEP, is consolidated by AEP.  AEGCo owns a 50% ownership interest in 
Rockport Plant, Unit 1 and leases a 50% interest in Rockport Plant, Unit 2.  AEGCo sells all the output from the 
Rockport Plant to I&M and KPCo.  AEP guarantees all the debt obligations of AEGCo.  KPCo is considered to have 
a significant interest in AEGCo due to its transactions.  KPCo is exposed to losses to the extent it cannot recover the 
costs of AEGCo through its normal business operations.  Due to AEP management’s control over AEGCo, KPCo is 
not considered the primary beneficiary of AEGCo.  In the event AEGCo would require financing or other support 
outside the billings to KPCo, this financing would be provided by AEP.  Total billings from AEGCo for the three 
months ended June 30, 2013 and 2012 were both $23 million and for the six months ended June 30, 2013 and 2012 
were both $48 million.  The carrying amount of liabilities associated with AEGCo as of June 30, 2013 and 
December 31, 2012 was $8 million and $10 million, respectively.  Management estimates the maximum exposure of 
loss to be equal to the amount of such liability. 
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12.  SUSTAINABLE COST REDUCTIONS 

 
In April 2012, management initiated a process to identify strategic repositioning opportunities and efficiencies that 
will result in sustainable cost savings.  Management selected a consulting firm to facilitate an organizational and 
process evaluation and a second firm to evaluate current employee benefit programs.  The process resulted in 
involuntary severances and was completed by the end of the first quarter of 2013.  The severance program provides 
two weeks of base pay for every year of service along with other severance benefits. 
 
KPCo recorded a charge of $1.7 million to Other Operation expense in 2012 primarily related to severance benefits 
as a result of the sustainable cost reductions initiative.  In addition, the sustainable cost reduction activity for the six 
months ended June 30, 2013 is described in the following table: 
 
    Expense         Remaining 

 Balance as of  Allocation from           Balance as of 

 December 31, 2012  AEPSC  Incurred  Settled  Adjustments  June 30, 2013 

 (in thousands) 

 $ 497  $  230 $  - $  (327) $  (400) $  - 

 
These expenses, net of adjustments, relate primarily to severance benefits and are included primarily in Other 
Operation expense on the condensed statements of income.  Management does not expect additional costs to be 
incurred related to this initiative. 
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GLOSSARY OF TERMS 

 

When the following terms and abbreviations appear in the text of this report, they have the meanings 

indicated below. 
 

Term  Meaning 

   
AEGCo  AEP Generating Company, an AEP electric utility subsidiary. 
AEP or Parent  American Electric Power Company, Inc., an electric utility holding company. 
AEP Credit  AEP Credit, Inc., a consolidated variable interest entity of AEP which securitizes 

accounts receivable and accrued utility revenues for affiliated electric utility 
companies. 

AEP East Companies  APCo, I&M, KPCo and OPCo. 

AEP System  American Electric Power System, an integrated electric utility system, owned and 
operated by AEP’s electric utility subsidiaries. 

AEPSC  American Electric Power Service Corporation, an AEP service subsidiary providing 
management and professional services to AEP and its subsidiaries. 

AOCI  Accumulated Other Comprehensive Income. 

APCo  Appalachian Power Company, an AEP electric utility subsidiary. 

CAA  Clean Air Act. 

CO2  Carbon dioxide and other greenhouse gases. 

CWIP  Construction Work in Progress. 

FERC  Federal Energy Regulatory Commission. 

FGD  Flue Gas Desulfurization or Scrubbers. 

FTR  Financial Transmission Right, a financial instrument that entitles the holder to 
receive compensation for certain congestion-related transmission charges 
that arise when the power grid is congested resulting in differences in 
locational prices. 

GAAP  Accounting Principles Generally Accepted in the United States of America. 

I&M  Indiana Michigan Power Company, an AEP electric utility subsidiary. 

Interconnection Agreement  An agreement by and among APCo, I&M, KPCo and OPCo, defining the sharing of 
costs and benefits associated with their respective generating plants. 

IRS  Internal Revenue Service. 

KPCo  Kentucky Power Company, an AEP electric utility subsidiary. 

KPSC  Kentucky Public Service Commission. 

MMBtu  Million British Thermal Units. 

MTM  Mark-to-Market. 

MW  Megawatt. 

MWh  Megawatthour. 

OPCo   Ohio Power Company, an AEP electric utility subsidiary. 

OPEB  Other Postretirement Benefit Plans. 

OTC  Over the counter. 

PJM  Pennsylvania – New Jersey – Maryland regional transmission organization. 

Risk Management Contracts  Trading and nontrading derivatives, including those derivatives designated as cash 
flow and fair value hedges. 

Rockport Plant  A generating plant, consisting of two 1,300 MW coal-fired generating units near 
Rockport, Indiana.  AEGCo and I&M jointly-own Unit 1.  In 1989, AEGCo 
and I&M entered into a sale-and-leaseback transaction with Wilmington 
Trust Company, an unrelated, unconsolidated trustee for Rockport Plant, 
Unit 2.  

RTO  Regional Transmission Organization, responsible for moving electricity over large 
interstate areas. 

SIA  System Integration Agreement, effective June 15, 2000, provides contractual basis 
for coordinated planning, operation and maintenance of the power supply 
sources of the combined AEP. 
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Term  Meaning 

   
Utility Money Pool  Centralized funding mechanism AEP uses to meet the short-term cash requirements 

of certain utility subsidiaries. 
VIE  Variable Interest Entity. 

WVPSC  Public Service Commission of West Virginia. 
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  KENTUCKY POWER COMPANY 
  CONDENSED STATEMENTS OF OPERATIONS 
  For the Three and Nine Months Ended September 30, 2013 and 2012 
  (in thousands) 
  (Unaudited) 
    

        Three Months Ended   Nine Months Ended 

      September 30,   September 30, 

      2013    2012    2013    2012  

  REVENUES                   

  Electric Generation, Transmission and Distribution   $  151,970    $  147,067   $  458,475   $  436,255 

  Sales to AEP Affiliates      12,018     16,394    35,748    31,048 

  Other Revenues      171       149      453      454 

  TOTAL REVENUES      164,159       163,610      494,676      467,757 

                       
  EXPENSES                  

  Fuel and Other Consumables Used for Electric Generation      17,623       34,624      86,378      91,219 

  Purchased Electricity for Resale       2,523       2,291      8,833      9,392 

  Purchased Electricity from AEP Affiliates      79,881       57,781      197,956      157,307 

  Other Operation      15,909       14,264      42,766      42,765 

  Maintenance      14,310       8,650      37,965      34,429 

  Asset Impairments and Other Related Charges      32,847       -      32,847      - 

  Depreciation and Amortization      14,322       13,761      43,193      40,930 

  Taxes Other Than Income Taxes      3,482       3,115      9,856      9,362 

  TOTAL EXPENSES      180,897       134,486      459,794      385,404 

                     
  OPERATING INCOME (LOSS)      (16,738)      29,124      34,882      82,353 
                     
  Other Income (Expense):                  

  Interest Income      45       81      289      296 

  Allowance for Equity Funds Used During Construction      511       474      1,176      1,976 

  Interest Expense      (8,699)      (8,750)     (26,383)     (26,414)

                     
  INCOME (LOSS) BEFORE INCOME TAX                  
    EXPENSE (CREDIT)      (24,881)      20,929      9,964      58,211 

                     
  Income Tax Expense (Credit)      (8,899)      6,719      2,572      18,248 

                     
  NET INCOME (LOSS)   $  (15,982)   $  14,210   $  7,392   $  39,963 

                            
  The common stock of KPCo is wholly-owned by AEP.                         

                            

  See Condensed Notes to Condensed Financial Statements beginning on page 9. 
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Three and Nine Months Ended September 30, 2013 and 2012 

(in thousands) 

(Unaudited) 

                            

      Three Months Ended   Nine Months Ended 

      September 30,   September 30, 

      2013    2012    2013    2012  

Net Income (Loss)   $  (15,982) $  14,210 $  7,392   $  39,963 
                

OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAXES             

Cash Flow Hedges, Net of Tax of $17 and $172 for the Three Months Ended             

  September 30, 2013 and 2012, Respectively, and $89 and $139 for the Nine             

  Months Ended September 30, 2013 and 2012, Respectively      (31)    320    165      259 

                

TOTAL COMPREHENSIVE INCOME (LOSS)   $  (16,013) $  14,530 $  7,557   $  40,222 

                
See Condensed Notes to Condensed Financial Statements beginning on page 9. 
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF CHANGES IN COMMON SHAREHOLDER'S EQUITY 

For the Nine Months Ended September 30, 2013 and 2012 

(in thousands) 

(Unaudited) 

  
                      Accumulated     

                      Other     

          Common   Paid-in   Retained   Comprehensive     

         Stock   Capital   Earnings   Income (Loss)   Total 

TOTAL COMMON SHAREHOLDER'S                              

  EQUITY – DECEMBER 31, 2011   $  50,450   $  238,750   $  171,841   $  (625)  $  460,416 
                      
Common Stock Dividends              (24,000)         (24,000)
Net Income                  39,963          39,963 
Other Comprehensive Income                  259      259 

TOTAL COMMON SHAREHOLDER'S                     
  EQUITY – SEPTEMBER 30, 2012   $  50,450   $  238,750   $  187,804   $  (366)  $  476,638 

                      
TOTAL COMMON SHAREHOLDER'S                     
  EQUITY – DECEMBER 31, 2012   $  50,450   $  238,750   $  190,819   $  (409)  $  479,610 

                                
Common Stock Dividends              (18,750)         (18,750)
Net Income                  7,392          7,392 
Other Comprehensive Income                   165      165 

TOTAL COMMON SHAREHOLDER'S                     

  EQUITY – SEPTEMBER 30, 2013   $  50,450   $  238,750   $  179,461   $  (244)  $  468,417 

                                
See Condensed Notes to Condensed Financial Statements beginning on page 9. 
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  KENTUCKY POWER COMPANY 

  CONDENSED BALANCE SHEETS 

  ASSETS 

  September 30, 2013 and December 31, 2012 

  (in thousands) 

  (Unaudited) 

    
          September 30,   December 31, 
      2013    2012  

  CURRENT ASSETS             

  Cash and Cash Equivalents   $  845   $  1,482  
  Advances to Affiliates      6,300      -  
  Accounts Receivable:             
    Customers      7,350      15,666  
    Affiliated Companies      10,066      10,152  
    Accrued Unbilled Revenues      49      817  
    Miscellaneous      254      151  
    Allowance for Uncollectible Accounts      (69)     (142) 

      Total Accounts Receivable       17,650      26,644  

  Fuel      54,324      69,147  
  Materials and Supplies      20,259      25,061  
  Risk Management Assets       5,042      6,175  
  Accrued Tax Benefits       6,928      5,186  
  Prepayments and Other Current Assets      4,213      6,626  

  TOTAL CURRENT ASSETS      115,561      140,321  

                
  PROPERTY, PLANT AND EQUIPMENT             

  Electric:             
    Generation      560,511      558,935  
    Transmission      491,310      490,152  
    Distribution      678,308      652,615  
  Other Property, Plant and Equipment      64,423      63,151  
  Construction Work in Progress      57,588      44,281  

  Total Property, Plant and Equipment      1,852,140      1,809,134  
  Accumulated Depreciation and Amortization      633,086      603,373  

  TOTAL PROPERTY, PLANT AND EQUIPMENT – NET      1,219,054      1,205,761  

                
  OTHER NONCURRENT ASSETS             

  Regulatory Assets      203,120      213,734  
  Long-term Risk Management Assets      4,294      6,882  
  Deferred Charges and Other Noncurrent Assets       8,240      48,880  

  TOTAL OTHER NONCURRENT ASSETS      215,654      269,496  

                
  TOTAL ASSETS   $  1,550,269   $  1,615,578  

                
  See Condensed Notes to Condensed Financial Statements beginning on page 9. 
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  KENTUCKY POWER COMPANY 

  CONDENSED BALANCE SHEETS 

  LIABILITIES AND COMMON SHAREHOLDER'S EQUITY 

  September 30, 2013 and December 31, 2012 

  (Unaudited) 

    

          September 30,   December 31, 
      2013    2012  

        (in thousands) 

  CURRENT LIABILITIES             

  Advances from Affiliates    $  -   $  13,359  
  Accounts Payable:          
    General      18,893      30,337  
    Affiliated Companies      29,565      40,965  
  Risk Management Liabilities      2,383      3,320  
  Customer Deposits      24,769      23,485  
  Accrued Taxes       11,477      11,818  
  Accrued Interest      5,598      7,210  
  Regulatory Liability for Over-Recovered Fuel Costs      5,582      7,928  
  Other Current Liabilities      18,567      25,685  

  TOTAL CURRENT LIABILITIES      116,834      164,107  

                
  NONCURRENT LIABILITIES             

  Long-term Debt – Nonaffiliated      529,347      529,222  
  Long-term Debt – Affiliated      20,000      20,000  
  Long-term Risk Management Liabilities      2,489      3,700  
  Deferred Income Taxes      350,446      353,578  
  Regulatory Liabilities and Deferred Investment Tax Credits      24,195      26,159  
  Employee Benefits and Pension Obligations      29,709      30,981  
  Deferred Credits and Other Noncurrent Liabilities      8,832      8,221  

  TOTAL NONCURRENT LIABILITIES      965,018      971,861  

                
  TOTAL LIABILITIES      1,081,852      1,135,968  

                
  Rate Matters (Note 3)             
  Commitments and Contingencies (Note 4)             
                
  COMMON SHAREHOLDER’S EQUITY             

  Common Stock – Par Value – $50 Per Share:             
    Authorized – 2,000,000 Shares           
    Outstanding – 1,009,000 Shares      50,450      50,450  
  Paid-in Capital      238,750      238,750  
  Retained Earnings      179,461      190,819  
  Accumulated Other Comprehensive Income (Loss)      (244)     (409) 

  TOTAL COMMON SHAREHOLDER’S EQUITY      468,417      479,610  

                
  TOTAL LIABILITIES AND COMMON SHAREHOLDER'S EQUITY   $  1,550,269   $  1,615,578  

                
  See Condensed Notes to Condensed Financial Statements beginning on page 9. 
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF CASH FLOWS 

For the Nine Months Ended September 30, 2013 and 2012 

(in thousands) 

(Unaudited) 

  
         Nine Months Ended September 30, 

    2013    2012  

OPERATING ACTIVITIES     

Net Income   $  7,392   $  39,963 
Adjustments to Reconcile Net Income to Net Cash Flows from Operating Activities:         
    Depreciation and Amortization    43,193    40,930 
    Deferred Income Taxes    (4,223)   6,947 
    Asset Impairments and Other Related Charges    32,847    - 
    Net Recovery of (Deferral of) Storm Costs    3,524    (9,159)
    Allowance for Equity Funds Used During Construction    (1,176)   (1,976)
    Mark-to-Market of Risk Management Contracts    1,756    2,531 

    Property Taxes    7,921    7,612 
    Fuel Over/Under-Recovery, Net    (2,346)   (1,009)
    Change in Other Noncurrent Assets    (3,490)   (6,618)
    Change in Other Noncurrent Liabilities    2,218    128 
    Changes in Certain Components of Working Capital:         
      Accounts Receivable, Net    9,174    2,955 
      Fuel, Materials and Supplies    19,625    (15,131)
      Accounts Payable    (20,256)   (4,669)
      Accrued Taxes, Net     (1,073)   (101)
      Other Current Assets    2,233    866 
      Other Current Liabilities    (6,772)   (2,321)

Net Cash Flows from Operating Activities    90,547    60,948 

          
INVESTING ACTIVITIES         

Construction Expenditures    (56,905)   (73,536)
Change in Advances to Affiliates, Net    (6,300)   36,596 
Acquisitions of Assets    (63)   (19)
Proceeds from Sales of Assets    4,764    619 

Net Cash Flows Used for Investing Activities    (58,504)   (36,340)

          
FINANCING ACTIVITIES         

Change in Advances from Affiliates, Net    (13,359)   - 
Principal Payments for Capital Lease Obligations    (813)   (921)
Dividends Paid on Common Stock    (18,750)   (24,000)
Other Financing Activities    242    24 

Net Cash Flows Used for Financing Activities    (32,680)   (24,897)

          
Net Decrease in Cash and Cash Equivalents    (637)   (289)
Cash and Cash Equivalents at Beginning of Period    1,482    778 

Cash and Cash Equivalents at End of Period   $  845   $  489 

          
SUPPLEMENTARY INFORMATION         

Cash Paid for Interest, Net of Capitalized Amounts   $  27,397   $  27,369 
Net Cash Paid for Income Taxes    7,703    9,373 
Noncash Acquisitions Under Capital Leases    881    412 
Construction Expenditures Included in Current Liabilities as of September 30,    6,952    6,838 
      
See Condensed Notes to Condensed Financial Statements beginning on page 9. 
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1.  SIGNIFICANT ACCOUNTING MATTERS 

 

General 

 
The unaudited condensed financial statements and footnotes were prepared in accordance with GAAP for interim 
financial information.  Accordingly, they do not include all of the information and footnotes required by GAAP for 
complete annual financial statements. 
 
In the opinion of management, the unaudited condensed interim financial statements reflect all normal and recurring 
accruals and adjustments necessary for a fair presentation of the net income, financial position and cash flows for the 
interim periods.  Net income for the three and nine months ended September 30, 2013 is not necessarily indicative of 
results that may be expected for the year ending December 31, 2013.  The condensed financial statements are 
unaudited and should be read in conjunction with the audited 2012 financial statements and notes thereto, which are 
included in KPCo’s 2012 Annual Report. 
 
Management reviewed subsequent events through October 25, 2013, the date that the third quarter 2013 report was 
issued. 
 
2.  COMPREHENSIVE INCOME 

 

Presentation of Comprehensive Income 

 
The following tables provide the components of changes in AOCI for the three and nine months ended September 
30, 2013.  All amounts in the following tables are presented net of related income taxes. 
 
  Changes in Accumulated Other Comprehensive Income (Loss) by Component 

  For the Three Months Ended September 30, 2013 

    

        Cash Flow Hedges       

              Interest Rate and       

        Commodity   Foreign Currency   Total 

        (in thousands) 

  Balance in AOCI as of June 30, 2013 $  39 $  (252) $  (213)

  Change in Fair Value Recognized in AOCI    (7)     -      (7)

  Amounts Reclassified from AOCI    (39)     15    (24)

  Net Current Period Other                 

      Comprehensive Income    (46)     15    (31)

  Balance in AOCI as of September 30, 2013 $  (7) $  (237) $  (244)

 
  Changes in Accumulated Other Comprehensive Income (Loss) by Component 

  For the Nine Months Ended September 30, 2013 

    

        Cash Flow Hedges       

              Interest Rate and       

        Commodity   Foreign Currency   Total 

        (in thousands) 

  Balance in AOCI as of December 31, 2012 $  (127) $  (282) $  (409)

  Change in Fair Value Recognized in AOCI    132      -      132 

  Amounts Reclassified from AOCI    (12)     45    33 

  Net Current Period Other                 

      Comprehensive Income    120      45    165 

  Balance in AOCI as of September 30, 2013 $  (7) $  (237) $  (244)
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Reclassifications Out of Accumulated Other Comprehensive Income 

 
The following tables provide details of reclassifications from AOCI for the three and nine months ended September 
30, 2013.     
 
  Reclassifications from Accumulated Other Comprehensive Income (Loss) 
  For the Three Months Ended September 30, 2013 
              
          Amount of 

          (Gain) Loss 

          Reclassified 

          from AOCI 
  Gains and Losses on Cash Flow Hedges   (in thousands) 

  Commodity:   
      Electric Generation, Transmission and Distribution Revenues   $  (70)
      Purchased Electricity for Resale    20 
      Other Operation Expense      (3)
      Maintenance Expense    (3)
      Property, Plant and Equipment      (4)

  Subtotal - Commodity    (60)

          
  Interest Rate and Foreign Currency:   
      Interest Expense    23 

  Subtotal - Interest Rate and Foreign Currency    23 

              
  Reclassifications from AOCI, before Income Tax (Expense) Credit      (37)
  Income Tax (Expense) Credit      (13)

  Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit   $  (24)

 
  Reclassifications from Accumulated Other Comprehensive Income (Loss) 
  For the Nine Months Ended September 30, 2013 
              
          Amount of 

          (Gain) Loss 

          Reclassified 

          from AOCI 
  Gains and Losses on Cash Flow Hedges   (in thousands) 

  Commodity:   
      Electric Generation, Transmission and Distribution Revenues   $  (39)
      Purchased Electricity for Resale    44 
      Other Operation Expense      (8)
      Maintenance Expense    (5)
      Property, Plant and Equipment      (10)

  Subtotal - Commodity    (18)

          
  Interest Rate and Foreign Currency:   
      Interest Expense    69 

  Subtotal - Interest Rate and Foreign Currency    69 

              
  Reclassifications from AOCI, before Income Tax (Expense) Credit      51 
  Income Tax (Expense) Credit      18 

  Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit   $  33 
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The following tables provide details on designated, effective cash flow hedges included in Accumulated Other 
Comprehensive Income (Loss) on the condensed balance sheets and the reasons for changes in cash flow hedges for 
the three and nine months ended September 30, 2012.  All amounts in the following tables are presented net of 
related income taxes. 
 

  Total Accumulated Other Comprehensive Income (Loss) Activity for Cash Flow Hedges 
  For the Three Months Ended September 30, 2012 
                        
          Commodity   Interest Rate   Total 

          (in thousands) 
  Balance in AOCI as of June 30, 2012   $  (374) $  (312) $  (686)
  Changes in Fair Value Recognized in AOCI      273    -    273 
  Amount of (Gain) or Loss Reclassified from AOCI             
    to Statement of Income/within Balance Sheet:             
      Electric Generation, Transmission and Distribution Revenues      (4)     -      (4)
      Purchased Electricity for Resale      33      -    33 
      Other Operation Expense      (1)     -    (1)
      Maintenance Expense      3      -    3 
      Interest Expense      -    15      15 
      Property, Plant and Equipment      1    -      1 

  Balance in AOCI as of September 30, 2012   $  (69) $  (297) $  (366)

 

  Total Accumulated Other Comprehensive Income (Loss) Activity for Cash Flow Hedges 

  For the Nine Months Ended September 30, 2012 

                          

            Commodity   Interest Rate   Total 

            (in thousands) 

  Balance in AOCI as of December 31, 2011   $  (283) $  (342) $  (625)

  Changes in Fair Value Recognized in AOCI      (171)    -    (171)

  Amount of (Gain) or Loss Reclassified from AOCI             

    to Statement of Income/within Balance Sheet:             

      Electric Generation, Transmission and Distribution Revenues      (7)     -    (7)

      Purchased Electricity for Resale      398      -      398 

      Other Operation Expense      (4)     -    (4)

      Maintenance Expense      1      -    1 

      Interest Expense      -    45      45 

      Property, Plant and Equipment      (3)    -      (3)

  Balance in AOCI as of September 30, 2012   $  (69) $  (297) $  (366)

 

3.  RATE MATTERS  
 

As discussed in KPCo’s 2012 Annual Report, KPCo is involved in rate and regulatory proceedings at the FERC and 
the KPSC.  The Rate Matters note within KPCo’s 2012 Annual Report should be read in conjunction with this report 
to gain a complete understanding of material rate matters still pending that could impact net income, cash flows and 
possibly financial condition.  The following discusses ratemaking developments in 2013 and updates KPCo’s 2012 
Annual Report. 
 

Regulatory Assets Not Yet Being Recovered               

          September 30,   December 31,    

          2013    2012    

                      
  Noncurrent Regulatory Assets   (in thousands)  

  Regulatory assets not yet being recovered pending future proceedings:              

                 
  Regulatory Assets Currently Not Earning a Return           
    Storm Related Costs   $  12,146   $  12,146   
    Mountaineer Carbon Capture and Storage Commercial           
      Scale Facility      -      873   

  Total Regulatory Assets Not Yet Being Recovered   $  12,146   $  13,019   
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If these costs are ultimately determined not to be recoverable, it could reduce future net income and cash flows and 
impact financial condition. 
 
Plant Transfer 
 

In October 2012, the AEP East Companies submitted several filings with the FERC.  See the “Corporate Separation 
and Termination of Interconnection Agreement” section of FERC Rate Matters.  In December 2012, KPCo filed a 
request with the KPSC for approval to transfer at net book value to KPCo a one-half interest in the Mitchell Plant, 
comprising 780 MW of average annual generating capacity presently owned by OPCo.  KPCo also requested costs 
related to the Big Sandy Plant, Unit 2 FGD project be established as a regulatory asset.  As of September 30, 2013, 
the net book value of Big Sandy, Unit 2 was $251 million, before cost of removal, including materials and supplies 
inventory and CWIP.  KPCo is currently seeking recovery of these costs with the KPSC.  In March 2013, KPCo 
issued a Request for Proposal (RFP) to purchase up to 250 MW of long-term capacity and energy to replace a 
portion of the capacity from the retirement of Big Sandy Plant, Unit 1.  In June 2013, KPCo filed the results of its 
RFP with the KPSC.   
 
In July 2013, KPCo, Kentucky Industrial Utility Customers, Inc. (KIUC) and the Sierra Club filed a settlement 
agreement with the KPSC.  The settlement included the transfer of a one-half interest in the Mitchell Plant to KPCo 
at net book value on December 31, 2013 with the implementation of an Asset Transfer Rider to collect $44 million 
annually effective January 2014, subject to true-up.  The settlement also allows KPCo to retain any off-system sales 
margins above the $15.3 million annual level in base rates.  Additionally, the settlement included the authorization 
to record FGD project costs as a regulatory asset, the conversion of Big Sandy Plant, Unit 1 to natural gas and 
addressed potential greenhouse gas initiatives on the Mitchell Plant.  In October 2013, the KPSC issued an order 
approving a modified settlement agreement that included a limitation that the net book value of the Mitchell Plant 
transfer not exceed the amount to be determined by a WVPSC order, which is currently pending.  Additionally, the 
order rejected KPCo’s request to defer FGD project costs for Big Sandy, Unit 2.  Also in October 2013, KPCo filed 
with the KPSC accepting and agreeing to be bound by the modifications to the settlement agreement.  As a result of 
this order, in the third quarter of 2013, KPCo recorded a pretax impairment of $33 million in Asset Impairments and 
Other Related Charges on the statement of income.     
 

2013 Kentucky Base Rate Case 
 

In June 2013, KPCo filed a request with the KPSC for an annual increase in base rates of $114 million based upon a 
return on common equity of 10.65% to be effective January 2014.  The proposed revenue increase includes cost 
recovery of the pending transfer of the one-half interest in the Mitchell Plant (780 MW).  In October 2013, the 
KPSC issued an order which modified and approved a settlement agreement relating to the proposed transfer of the 
one-half interest in the Mitchell Plant, in which KPCo agreed to withdraw this base rate case request.  KPCo intends 
to withdraw this base rate request following the resolution of any potential requests for rehearing or appeals of the 
KPSC order.  Assuming KPCo withdraws the base rate case, current base rates will remain in effect until at least 
May 2015.   
 
FERC Rate Matters  

 

Corporate Separation and Termination of Interconnection Agreement 

 
In October 2012, the AEP East Companies submitted several filings with the FERC seeking approval to fully 
separate OPCo’s generation assets from its distribution and transmission operations and to transfer at net book value 
OPCo’s Mitchell Plant to APCo and KPCo in equal one-half interests (780 MW each).  This transfer is proposed to 
be effective December 31, 2013.  In April 2013, the FERC issued orders approving the transfer of OPCo’s 
generation assets to AEP Generation Resources Inc. (AEPGenCo), a nonregulated AEP subsidiary in the Generation 
and Marketing segment, and the Mitchell Plant assets to APCo and KPCo.  In May 2013, the Industry Energy Users-
Ohio petitioned the FERC for rehearing of its order granting OPCo authority to implement corporate separation by 
transferring its generation assets to AEPGenCo.  This issue remains pending before the FERC.  Similar filings have 
been made at the KPSC.  See the “Plant Transfer” section of Rate Matters.   
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Additionally, the AEP East Companies requested FERC approval, effective January 1, 2014, to terminate the 
existing Interconnection Agreement and approve a Power Coordination Agreement (PCA) among APCo, I&M and 
KPCo with AEPSC as the agent to coordinate their respective power supply resources.  Under the PCA, KPCo 
would be individually responsible for planning its respective capacity obligations and there would be no capacity 
equalization charges/credits on deficit/surplus companies.  Further, the PCA allows, but does not obligate, KPCo to 
participate collectively under a common fixed resource requirement capacity plan in PJM and to participate in 
specified collective off-system sales and purchase activities.  Intervenors have opposed several of these filings.  The 
AEP East Companies responded to intervenor comments and filed a revised PCA at the FERC in March 2013.  The 
revised PCA included certain clarifying wording changes that have been agreed upon by intervenors.  A decision is 
pending at the FERC.   
 
In October 2013, the AEP East Companies submitted additional filings with the FERC updating the October 2012 
filings to reflect changes necessitated by recent orders from the Virginia State Corporation Commission and the 
KPSC related to the proposed asset transfers and to position the company for the final stages of corporate separation.  
See the “Plant Transfers” section of Rate Matters.   
 
If KPCo experiences decreases in revenues or increases in expenses as a result of changes to its relationship with 
affiliates and is unable to recover the change in revenues and costs through rates, prices or additional sales, it could 
reduce future net income and cash flows. 
 

4.  COMMITMENTS, GUARANTEES AND CONTINGENCIES 

 
KPCo is subject to certain claims and legal actions arising in its ordinary course of business.  In addition, KPCo’s 
business activities are subject to extensive governmental regulation related to public health and the environment.  
The ultimate outcome of such pending or potential litigation cannot be predicted.  For current proceedings not 
specifically discussed below, management does not anticipate that the liabilities, if any, arising from such 
proceedings would have a material effect on the financial statements.  The Commitments, Guarantees and 
Contingencies note within KPCo’s 2012 Annual Report should be read in conjunction with this report. 
 
GUARANTEES 
 

Liabilities for guarantees are recorded in accordance with the accounting guidance for “Guarantees.”  There is no 
collateral held in relation to any guarantees.  In the event any guarantee is drawn, there is no recourse to third parties 
unless specified below. 
 
Indemnifications and Other Guarantees 
 
Contracts 

 
KPCo enters into certain types of contracts which require indemnifications.  Typically these contracts include, but 
are not limited to, sale agreements, lease agreements, purchase agreements and financing agreements.  Generally, 
these agreements may include, but are not limited to, indemnifications around certain tax, contractual and 
environmental matters.  With respect to sale agreements, exposure generally does not exceed the sale price.  As of 
September 30, 2013, there were no material liabilities recorded for any indemnifications. 
 
KPCo is jointly and severally liable for activity conducted by AEPSC on behalf of the AEP East Companies related 
to power purchase and sale activity conducted pursuant to the SIA. 
 
Master Lease Agreements 

 
KPCo leases certain equipment under master lease agreements.  Under the lease agreements, the lessor is guaranteed 
a residual value up to a stated percentage of either the unamortized balance or the equipment cost at the end of the 
lease term.  If the actual fair value of the leased equipment is below the guaranteed residual value at the end of the 
lease term, KPCo is committed to pay the difference between the actual fair value and the residual value guarantee.  
Historically, at the end of the lease term the fair value has been in excess of the unamortized balance.  As of 
September 30, 2013, the maximum potential loss for these lease agreements was approximately $1.1 million 
assuming the fair value of the equipment is zero at the end of the lease term.   
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CONTINGENCIES 

 

Carbon Dioxide Public Nuisance Claims 

 
In October 2009, the Fifth Circuit Court of Appeals reversed a decision by the Federal District Court for the District 
of Mississippi dismissing state common law nuisance claims in a putative class action by Mississippi residents 
asserting that CO2 emissions exacerbated the effects of Hurricane Katrina.  The Fifth Circuit held that there was no 
exclusive commitment of the common law issues raised in plaintiffs’ complaint to a coordinate branch of 
government and that no initial policy determination was required to adjudicate these claims.  The court granted 
petitions for rehearing.  An additional recusal left the Fifth Circuit without a quorum to reconsider the decision and 
the appeal was dismissed, leaving the district court’s decision in place.  Plaintiffs filed a petition with the U.S. 
Supreme Court asking the court to remand the case to the Fifth Circuit and reinstate the panel decision.  The petition 
was denied in January 2011.  Plaintiffs refiled their complaint in federal district court.  The court ordered all 
defendants to respond to the refiled complaints in October 2011.  In March 2012, the court granted the defendants’ 
motion for dismissal on several grounds, including the doctrine of collateral estoppel and the applicable statute of 
limitations.  In May 2013, the U.S. Court of Appeals for the Fifth Circuit affirmed the district court’s dismissal of 
the complaint.  The plaintiffs did not appeal to the U.S. Supreme Court. 
 

Alaskan Villages’ Claims 
 
In 2008, the Native Village of Kivalina and the City of Kivalina, Alaska filed a lawsuit in Federal Court in the 
Northern District of California against AEP, AEPSC and 22 other unrelated defendants including oil and gas 
companies, a coal company and other electric generating companies.  The complaint alleges that the defendants' 
emissions of CO2 contribute to global warming and constitute a public and private nuisance and that the defendants 
are acting together.  The complaint further alleges that some of the defendants, including AEP, conspired to create a 
false scientific debate about global warming in order to deceive the public and perpetuate the alleged nuisance.  The 
plaintiffs also allege that the effects of global warming will require the relocation of the village at an alleged cost of 
$95 million to $400 million.  In October 2009, the judge dismissed plaintiffs’ federal common law claim for 
nuisance, finding the claim barred by the political question doctrine and by plaintiffs’ lack of standing to bring the 
claim.  The judge also dismissed plaintiffs’ state law claims without prejudice to refiling in state court.  In 
September 2012, the Ninth Circuit Court of Appeals affirmed the trial court’s decision, holding that the CAA 
displaced Kivalina’s claims for damages.  Plaintiffs filed seeking further review in the U.S. Supreme Court.  In May 
2013, the U.S. Supreme Court denied the plaintiffs’ request for review. 
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5.  BENEFIT PLANS 
 

KPCo participates in an AEP sponsored qualified pension plan and an unfunded nonqualified pension plan.  
Substantially all of KPCo’s employees are covered by the qualified plan or both the qualified and nonqualified 
pension plans.  KPCo also participates in OPEB plans sponsored by AEP to provide health and life insurance 
benefits for retired employees. 
 
Components of Net Periodic Benefit Cost 
 
The following tables provide the components of KPCo’s net periodic benefit cost (credit) for the plans for the three 
and nine months ended September 30, 2013 and 2012: 
 
      Other Postretirement 
  Pension Plans   Benefit Plans 

  Three Months Ended September 30,   Three Months Ended September 30, 
  2013    2012    2013    2012  

  (in thousands) 
Service Cost $  257   $  353   $  112   $  252 
Interest Cost    1,234      1,366      458      709 
Expected Return on Plan Assets    (1,604)     (1,848)     (737)     (727)
Amortization of Prior Service Cost (Credit)    10      21      (505)     (126)
Amortization of Net Actuarial Loss    1,118      919      421      391 

Net Periodic Benefit Cost (Credit) $  1,015   $  811   $  (251)  $  499 

 
      Other Postretirement 
  Pension Plans   Benefit Plans 

  Nine Months Ended September 30,   Nine Months Ended September 30, 
  2013    2012    2013    2012  

  (in thousands) 
Service Cost $  772   $  1,059   $  335   $  755 
Interest Cost    3,704      4,098      1,374      2,127 
Expected Return on Plan Assets    (4,814)     (5,544)     (2,212)     (2,183)
Amortization of Prior Service Cost (Credit)    31      63      (1,515)     (378)
Amortization of Net Actuarial Loss    3,353      2,758      1,263      1,175 

Net Periodic Benefit Cost (Credit) $  3,046   $  2,434   $  (755)  $  1,496 

 
6.  BUSINESS SEGMENTS 

 
KPCo has one reportable segment, an integrated electricity generation, transmission and distribution business.  
KPCo’s other activities are insignificant. 
 

7.  DERIVATIVES AND HEDGING 

 

OBJECTIVES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS 

 
KPCo is exposed to certain market risks as a major power producer and marketer of wholesale electricity, coal and 
emission allowances.  These risks include commodity price risk, interest rate risk, credit risk and, to a lesser extent, 
foreign currency exchange risk.  These risks represent the risk of loss that may impact KPCo due to changes in the 
underlying market prices or rates.  AEPSC, on behalf of KPCo, manages these risks using derivative instruments. 
 
STRATEGIES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS TO ACHIEVE OBJECTIVES 

 
Risk Management Strategies 
 
The strategy surrounding the use of derivative instruments primarily focuses on managing risk exposures, future 
cash flows and creating value utilizing both economic and formal hedging strategies.  The risk management 
strategies also include the use of derivative instruments for trading purposes, focusing on seizing market 
opportunities to create value driven by expected changes in the market prices of the commodities in which AEPSC 
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transacts on behalf of KPCo.  To accomplish these objectives, AEPSC, on behalf of KPCo, primarily employs risk 
management contracts including physical and financial forward purchase-and-sale contracts and, to a lesser extent,  
OTC swaps and options.  Not all risk management contracts meet the definition of a derivative under the accounting 
guidance for “Derivatives and Hedging.”  Derivative risk management contracts elected normal under the normal 
purchases and normal sales scope exception are not subject to the requirements of this accounting guidance. 
 
AEPSC, on behalf of KPCo, enters into power, coal, natural gas, interest rate and, to a lesser degree, heating oil and 
gasoline, emission allowance and other commodity contracts to manage the risk associated with the energy business.  
AEPSC, on behalf of KPCo, enters into interest rate derivative contracts in order to manage the interest rate 
exposure associated with KPCo’s commodity portfolio.  For disclosure purposes, such risks are grouped as 
“Commodity,” as these risks are related to energy risk management activities.  AEPSC, on behalf of KPCo, also 
engages in risk management of interest rate risk associated with debt financing and foreign currency risk associated 
with future purchase obligations denominated in foreign currencies.  The amount of risk taken is determined by the 
Commercial Operations and Finance groups in accordance with the established risk management policies as 
approved by the Finance Committee of AEP’s Board of Directors. 
 
The following table represents the gross notional volume of the KPCo’s outstanding derivative contracts as of 
September 30, 2013 and December 31, 2012: 
 
  Notional Volume of Derivative Instruments 
                      

        Volume     

          September 30,     December 31,   Unit of 

        2013      2012    Measure 

        (in thousands)   

  Commodity:               
    Power      15,631      18,838   MWhs 
    Coal      45      247   Tons 
    Natural Gas      849      2,018   MMBtus 
    Heating Oil and Gasoline      240      269   Gallons 
    Interest Rate   $  3,400   $  4,836   USD 
 
Fair Value Hedging Strategies 

 
AEPSC, on behalf of KPCo, enters into interest rate derivative transactions as part of an overall strategy to manage 
the mix of fixed-rate and floating-rate debt.  Certain interest rate derivative transactions effectively modify KPCo’s 
exposure to interest rate risk by converting a portion of KPCo’s fixed-rate debt to a floating rate.  Provided specific 
criteria are met, these interest rate derivatives are designated as fair value hedges. 
 
Cash Flow Hedging Strategies 
 
AEPSC, on behalf of KPCo, enters into and designates as cash flow hedges certain derivative transactions for the 
purchase and sale of power, coal, natural gas and heating oil and gasoline (“Commodity”) in order to manage the 
variable price risk related to the forecasted purchase and sale of these commodities.  Management monitors the 
potential impacts of commodity price changes and, where appropriate, enters into derivative transactions to protect 
profit margins for a portion of future electricity sales and fuel or energy purchases.  KPCo does not hedge all 
commodity price risk.   
 
KPCo’s vehicle fleet is exposed to gasoline and diesel fuel price volatility.  AEPSC, on behalf of KPCo, enters into 
financial heating oil and gasoline derivative contracts in order to mitigate price risk of future fuel purchases.  For 
disclosure purposes, these contracts are included with other hedging activities as “Commodity.”  KPCo does not 
hedge all fuel price risk. 
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AEPSC, on behalf of KPCo, enters into a variety of interest rate derivative transactions in order to manage interest 
rate risk exposure.  Some interest rate derivative transactions effectively modify exposure to interest rate risk by 
converting a portion of floating-rate debt to a fixed rate.  AEPSC, on behalf of KPCo, also enters into interest rate 
derivative contracts to manage interest rate exposure related to future borrowings of fixed-rate debt.  The forecasted 
fixed-rate debt offerings have a high probability of occurrence as the proceeds will be used to fund existing debt 
maturities and projected capital expenditures.  KPCo does not hedge all interest rate exposure. 
 
At times, KPCo is exposed to foreign currency exchange rate risks primarily when KPCo purchases certain fixed 
assets from foreign suppliers.  In accordance with AEP’s risk management policy, AEPSC, on behalf of KPCo, may 
enter into foreign currency derivative transactions to protect against the risk of increased cash outflows resulting 
from a foreign currency’s appreciation against the dollar.  KPCo does not hedge all foreign currency exposure. 
 
ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND THE IMPACT ON KPCo’s FINANCIAL 

STATEMENTS 

 
The accounting guidance for “Derivatives and Hedging” requires recognition of all qualifying derivative instruments 
as either assets or liabilities on the condensed balance sheets at fair value.  The fair values of derivative instruments 
accounted for using MTM accounting or hedge accounting are based on exchange prices and broker quotes.  If a 
quoted market price is not available, the estimate of fair value is based on the best information available including 
valuation models that estimate future energy prices based on existing market and broker quotes, supply and demand 
market data and assumptions.  In order to determine the relevant fair values of the derivative instruments, KPCo 
applies valuation adjustments for discounting, liquidity and credit quality. 
 
Credit risk is the risk that a counterparty will fail to perform on the contract or fail to pay amounts due.  Liquidity 
risk represents the risk that imperfections in the market will cause the price to vary from estimated fair value based 
upon prevailing market supply and demand conditions.  Since energy markets are imperfect and volatile, there are 
inherent risks related to the underlying assumptions in models used to fair value risk management contracts.  
Unforeseen events may cause reasonable price curves to differ from actual price curves throughout a contract’s term 
and at the time a contract settles.  Consequently, there could be significant adverse or favorable effects on future net 
income and cash flows if market prices are not consistent with management’s estimates of current market consensus 
for forward prices in the current period.  This is particularly true for longer term contracts.  Cash flows may vary 
based on market conditions, margin requirements and the timing of settlement of KPCo’s risk management 
contracts. 
 
According to the accounting guidance for “Derivatives and Hedging,” KPCo reflects the fair values of derivative 
instruments subject to netting agreements with the same counterparty net of related cash collateral.  For certain risk 
management contracts, KPCo is required to post or receive cash collateral based on third party contractual 
agreements and risk profiles.  For the September 30, 2013 and December 31, 2012 condensed balance sheets, KPCo 
netted $24 thousand and $253 thousand, respectively, of cash collateral received from third parties against short-
term and long-term risk management assets and $1.2 million and $2.2 million, respectively, of cash collateral paid to 
third parties against short-term and long-term risk management liabilities. 
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The following tables represent the gross fair value impact of KPCo’s derivative activity on the condensed balance 
sheets as of September 30, 2013 and December 31, 2012: 
 

Fair Value of Derivative Instruments 
September 30, 2013 

                                  

                    Gross Amounts  Gross  Net Amounts of 

                    of Risk   Amounts  Assets/Liabilities 

      Risk Management        Management  Offset in the   Presented in the  

      Contracts  Hedging Contracts  Assets/  Statement of  Statement of  

                 Interest  Liabilities  Financial   Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)  Rate (a)  Recognized  Position (b)  Position (c)  

      (in thousands) 

Current Risk Management Assets   $  14,057   $  49   $  -   $  14,106 $  (9,064)  $  5,042 

Long-term Risk Management Assets      6,697      47      -      6,744  (2,450)     4,294 

Total Assets      20,754      96      -      20,850  (11,514)     9,336 

                        
Current Risk Management Liabilities      12,244      118      -      12,362  (9,979)     2,383 

Long-term Risk Management Liabilities       5,152      3      -      5,155  (2,666)     2,489 

Total Liabilities      17,396      121      -      17,517  (12,645)     4,872 

                        
Total MTM Derivative Contract Net                         

  Assets (Liabilities)   $  3,358   $  (25)  $  -   $  3,333 $  1,131   $  4,464 

                            

Fair Value of Derivative Instruments 

December 31, 2012 

                                  

                    Gross Amounts  Gross  Net Amounts of 

                    of Risk   Amounts  Assets/Liabilities 

      Risk Management               Management   Offset in the    Presented in the  

      Contracts     Hedging Contracts Assets/  Statement of  Statement of  

                 Interest  Liabilities  Financial   Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)   Rate (a)  Recognized  Position (b)  Position (c)  

      (in thousands) 

Current Risk Management Assets   $  25,448   $  72   $  -   $  25,520 $  (19,345)  $  6,175 

Long-term Risk Management Assets      12,117      43      -      12,160  (5,278)     6,882 

Total Assets      37,565      115      -      37,680  (24,623)     13,057 

                        
Current Risk Management Liabilities      23,806      239      -      24,045  (20,725)     3,320 

Long-term Risk Management Liabilities       9,469      85      -      9,554  (5,854)     3,700 

Total Liabilities      33,275      324      -      33,599  (26,579)     7,020 

                        
Total MTM Derivative Contract Net                         

   Assets (Liabilities)   $  4,290   $  (209)  $  -   $  4,081 $  1,956   $  6,037 

 
(a) Derivative instruments within these categories are reported gross.  These instruments are subject to master netting agreements and are presented on 

the condensed balance sheets on a net basis in accordance with the accounting guidance for "Derivatives and Hedging." 
(b) Amounts include counterparty netting of risk management and hedging contracts and associated cash collateral in accordance with the accounting 

guidance for "Derivatives and Hedging."    
(c) There are no derivative contracts subject to a master netting arrangement or similar agreement which are not offset in the statement of financial 

position.  
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The table below presents KPCo’s activity of derivative risk management contracts for the three and nine months 
ended September 30, 2013 and 2012: 
 
    Amount of Gain (Loss) Recognized on  
    Risk Management Contracts 
    For the Three and Nine Months Ended September 30, 2013 and 2012 
                              
        Three Months Ended    Nine Months Ended 

        September 30,   September 30, 

    Location of Gain (Loss)   2013  2012    2013  2012  

        (in thousands) 
  Electric Generation, Transmission and           
    Distribution Revenues   $  714 $  362 $  1,160 $  (1,209)
  Regulatory Assets (a)      -  (35)    -  (26)
  Regulatory Liabilities (a)      (775)  (600)    (944)  1,317 

  Total Gain (Loss) on Risk Management Contracts    $  (61) $  (273) $  216 $  82 

                

  

(a) Represents realized and unrealized gains and losses subject to regulatory accounting treatment recorded as either current or 
noncurrent on the condensed balance sheets. 

 
Certain qualifying derivative instruments have been designated as normal purchase or normal sale contracts, as 
provided in the accounting guidance for “Derivatives and Hedging.”  Derivative contracts that have been designated 
as normal purchases or normal sales under that accounting guidance are not subject to MTM accounting treatment 
and are recognized on the condensed statements of income on an accrual basis. 
 
KPCo’s accounting for the changes in the fair value of a derivative instrument depends on whether it qualifies for 
and has been designated as part of a hedging relationship and further, on the type of hedging relationship.  
Depending on the exposure, management designates a hedging instrument as a fair value hedge or a cash flow 
hedge. 
 
For contracts that have not been designated as part of a hedging relationship, the accounting for changes in fair value 
depends on whether the derivative instrument is held for trading purposes.  Unrealized and realized gains and losses 
on derivative instruments held for trading purposes are included in revenues on a net basis on KPCo’s condensed 
statements of income.  Unrealized and realized gains and losses on derivative instruments not held for trading 
purposes are included in revenues or expenses on KPCo’s condensed statements of income depending on the 
relevant facts and circumstances.  However, unrealized and some realized gains and losses for both trading and non-
trading derivative instruments are recorded as regulatory assets (for losses) or regulatory liabilities (for gains), in 
accordance with the accounting guidance for “Regulated Operations.” 
 
Accounting for Fair Value Hedging Strategies 
 
For fair value hedges (i.e. hedging the exposure to changes in the fair value of an asset, liability or an identified 
portion thereof attributable to a particular risk), the gain or loss on the derivative instrument as well as the offsetting 
gain or loss on the hedged item associated with the hedged risk affects Net Income during the period of change. 
 
KPCo records realized and unrealized gains or losses on interest rate swaps that qualify for fair value hedge 
accounting treatment and any offsetting changes in the fair value of the debt being hedged in Interest Expense on 
KPCo’s condensed statements of income.  During the three and nine months ended September 30, 2013 and 2012, 
KPCo did not designate any fair value hedging strategies. 
 
Accounting for Cash Flow Hedging Strategies 
 
For cash flow hedges (i.e. hedging the exposure to variability in expected future cash flows that is attributable to a 
particular risk), KPCo initially reports the effective portion of the gain or loss on the derivative instrument as a 
component of Accumulated Other Comprehensive Income (Loss) on the condensed balance sheets until the period 
the hedged item affects Net Income.  KPCo recognizes any hedge ineffectiveness as a regulatory asset (for losses) or 
a regulatory liability (for gains). 
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Realized gains and losses on derivative contracts for the purchase and sale of power, coal and natural gas designated 
as cash flow hedges are included in Revenues, Fuel and Other Consumables Used for Electric Generation or 
Purchased Electricity for Resale on KPCo’s condensed statements of income, or in Regulatory Assets or Regulatory 
Liabilities on KPCo’s condensed balance sheets, depending on the specific nature of the risk being hedged.  During 
the three and nine months ended September 30, 2013 and 2012, KPCo designated power, coal and natural gas 
derivatives as cash flow hedges. 
 
KPCo reclassifies gains and losses on heating oil and gasoline derivative contracts designated as cash flow hedges 
from Accumulated Other Comprehensive Income (Loss) on its condensed balance sheets into Other Operation 
expense, Maintenance expense or Depreciation and Amortization expense, as it relates to capital projects, on the 
condensed statements of income.  During the three and nine months ended September 30, 2013 and 2012, KPCo 
designated heating oil and gasoline derivatives as cash flow hedges. 
 
KPCo reclassifies gains and losses on interest rate derivative hedges related to debt financings from Accumulated 
Other Comprehensive Income (Loss) on its condensed balance sheets into Interest Expense on its condensed 
statements of income in those periods in which hedged interest payments occur.  During the three and nine months 
ended September 30, 2013 and 2012, KPCo did not designate any interest rate derivatives as cash flow hedges. 
 
The accumulated gains or losses related to foreign currency hedges are reclassified from Accumulated Other 
Comprehensive Income (Loss) on KPCo’s condensed balance sheets into Depreciation and Amortization expense on 
the condensed statements of income over the depreciable lives of the fixed assets designated as the hedged items in 
qualifying foreign currency hedging relationships.  During the three and nine months ended September 30, 2013 and 
2012, KPCo did not designate any foreign currency derivatives as cash flow hedges. 
 
During the three and nine months ended September 30, 2013 and 2012, hedge ineffectiveness was immaterial or 
nonexistent for all cash flow hedge strategies disclosed above. 
 
For details on designated, effective cash flow hedges included in Accumulated Other Comprehensive Income (Loss) 
on KPCo’s condensed balance sheets and the reasons for changes in cash flow hedges for the three and nine months 
ended September 30, 2013 and 2012, see Note 2. 
 

Cash flow hedges included in Accumulated Other Comprehensive Income (Loss) on KPCo’s condensed balance 
sheets as of September 30, 2013 and December 31, 2012 were: 
 
  Impact of Cash Flow Hedges on the Condensed Balance Sheet 
  September 30, 2013 
                        
          Commodity   Interest Rate   Total 

          (in thousands) 

  Hedging Assets (a)   $  64 $  - $  64 
  Hedging Liabilities (a)      89    -    89 
  AOCI Loss Net of Tax      (7)     (237)     (244)
  Portion Expected to be Reclassified to Net             
    Income During the Next Twelve Months      (35)     (60)    (95)
                          
  Impact of Cash Flow Hedges on the Condensed Balance Sheet 
  December 31, 2012 
                        
          Commodity   Interest Rate   Total 

          (in thousands) 

  Hedging Assets (a)   $  63 $  - $  63 
  Hedging Liabilities (a)      272    -    272 
  AOCI Loss Net of Tax      (127)     (282)     (409)
  Portion Expected to be Reclassified to Net             
    Income During the Next Twelve Months      (100)     (60)    (160)
 

(a) Hedging Assets and Hedging Liabilities are included in Risk Management Assets and Liabilities on 
KPCo’s condensed balance sheets. 
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The actual amounts that KPCo reclassifies from Accumulated Other Comprehensive Income (Loss) to Net Income 
can differ from the estimate above due to market price changes.  As of September 30, 2013, the maximum length of 
time that KPCo is hedging (with contracts subject to the accounting guidance for “Derivatives and Hedging”) its 
exposure to variability in future cash flows related to forecasted transactions was 15 months. 
 

Credit Risk 
 

AEPSC, on behalf of KPCo, limits credit risk in KPCo’s wholesale marketing and trading activities by assessing the 
creditworthiness of potential counterparties before entering into transactions with them and continuing to evaluate 
their creditworthiness on an ongoing basis.  AEPSC, on behalf of KPCo, uses Moody’s, Standard and Poor’s and 
current market-based qualitative and quantitative data as well as financial statements to assess the financial health of 
counterparties on an ongoing basis.   
 

When AEPSC, on behalf of KPCo, uses standardized master agreements, these agreements may include collateral 
requirements.  These master agreements facilitate the netting of cash flows associated with a single counterparty.  
Cash, letters of credit and parental/affiliate guarantees may be obtained as security from counterparties in order to 
mitigate credit risk.  The collateral agreements require a counterparty to post cash or letters of credit in the event an 
exposure exceeds the established threshold.  The threshold represents an unsecured credit limit which may be 
supported by a parental/affiliate guaranty, as determined in accordance with AEP’s credit policy.  In addition, 
collateral agreements allow for termination and liquidation of all positions in the event of a failure or inability to 
post collateral. 
 

Collateral Triggering Events 
 

Under the tariffs of the RTOs and Independent System Operators (ISOs) and a limited number of derivative and 
non-derivative contracts primarily related to competitive retail auction loads, KPCo is obligated to post an additional 
amount of collateral if certain credit ratings decline below investment grade.  The amount of collateral required 
fluctuates based on market prices and total exposure.  On an ongoing basis, AEP’s risk management organization 
assesses the appropriateness of these collateral triggering items in contracts.  KPCo has not experienced a 
downgrade below investment grade.  The following table represents: (a) KPCo’s fair value of such derivative 
contracts, (b) the amount of collateral KPCo would have been required to post for all derivative and non-derivative 
contracts if the credit ratings had declined below investment grade and (c) how much was attributable to RTO and 
ISO activities as of September 30, 2013 and December 31, 2012: 
 

      September 30, December 31, 

      2013  2012  

      (in thousands) 

  Liabilities for Derivative Contracts with Credit Downgrade Triggers   $  175 $  432 

  Amount of Collateral KPCo Would Have Been Required to Post      1,274  741 

  Amount Attributable to RTO and ISO Activities      1,198  703 
 

In addition, a majority of KPCo’s non-exchange traded commodity contracts contain cross-default provisions that, if 
triggered, would permit the counterparty to declare a default and require settlement of the outstanding payable.  
These cross-default provisions could be triggered if there was a non-performance event by Parent or the obligor 
under outstanding debt or a third party obligation in excess of $50 million.  On an ongoing basis, AEP’s risk 
management organization assesses the appropriateness of these cross-default provisions in the contracts.  The 
following table represents: (a) the fair value of these derivative liabilities subject to cross-default provisions prior to 
consideration of contractual netting arrangements, (b) the amount this exposure has been reduced by cash collateral 
posted by KPCo and (c) if a cross-default provision would have been triggered, the settlement amount that would be 
required after considering KPCo’s contractual netting arrangements as of September 30, 2013 and December 31, 
2012: 
 

      September 30, December 31, 
      2013  2012  

      (in thousands) 
  Liabilities for Contracts with Cross Default Provisions Prior to Contractual             
     Netting Arrangements   $  5,573 $  9,907 
  Amount of Cash Collateral Posted      -  365 
  Additional Settlement Liability if Cross Default Provision is Triggered      4,567  6,041 
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8.  FAIR VALUE MEASUREMENTS 
 
Fair Value Hierarchy and Valuation Techniques 
 
The accounting guidance for “Fair Value Measurements and Disclosures” establishes a fair value hierarchy that 
prioritizes the inputs used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted prices 
in active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to unobservable 
inputs (Level 3 measurement).  Where observable inputs are available for substantially the full term of the asset or 
liability, the instrument is categorized in Level 2.  When quoted market prices are not available, pricing may be 
completed using comparable securities, dealer values, operating data and general market conditions to determine fair 
value.  Valuation models utilize various inputs such as commodity, interest rate and, to a lesser degree, volatility and 
credit that include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or 
similar assets or liabilities in inactive markets, market corroborated inputs (i.e. inputs derived principally from, or 
correlated to, observable market data) and other observable inputs for the asset or liability.  The AEP System’s 
market risk oversight staff independently monitors its valuation policies and procedures and provides members of 
the Commercial Operations Risk Committee (CORC) various daily, weekly and monthly reports, regarding 
compliance with policies and procedures.  The CORC consists of AEPSC’s Chief Operating Officer, Chief Financial 
Officer, Executive Vice President of Energy Supply, Senior Vice President of Commercial Operations and Chief 
Risk Officer. 
 
For commercial activities, exchange traded derivatives, namely futures contracts, are generally fair valued based on 
unadjusted quoted prices in active markets and are classified as Level 1.  Level 2 inputs primarily consist of OTC 
broker quotes in moderately active or less active markets, as well as exchange traded contracts where there is 
insufficient market liquidity to warrant inclusion in Level 1.  Management verifies price curves using these broker 
quotes and classifies these fair values within Level 2 when substantially all of the fair value can be corroborated.  
Management typically obtains multiple broker quotes, which are nonbinding in nature, but are based on recent trades 
in the marketplace.  When multiple broker quotes are obtained, the quoted bid and ask prices are averaged.  In 
certain circumstances, a broker quote may be discarded if it is a clear outlier.  Management uses a historical 
correlation analysis between the broker quoted location and the illiquid locations.  If the points are highly correlated, 
these locations are included within Level 2 as well.  Certain OTC and bilaterally executed derivative instruments are 
executed in less active markets with a lower availability of pricing information.  Illiquid transactions, complex 
structured transactions, FTRs and counterparty credit risk may require nonmarket based inputs.  Some of these 
inputs may be internally developed or extrapolated and utilized to estimate fair value.  When such inputs have a 
significant impact on the measurement of fair value, the instrument is categorized as Level 3.  The main driver of the 
contracts being classified as Level 3 is the inability to substantiate energy price curves in the market.  A significant 
portion of the Level 3 instruments have been economically hedged which greatly limits potential earnings volatility. 
 
Fair Value Measurements of Long-term Debt 
 
The fair values of Long-term Debt are based on quoted market prices, without credit enhancements, for the same or 
similar issues and the current interest rates offered for instruments with similar maturities classified as Level 2 
measurement inputs.  These instruments are not marked-to-market.  The estimates presented are not necessarily 
indicative of the amounts that could be realized in a current market exchange. 
 
The book values and fair values of KPCo’s Long-term Debt as of September 30, 2013 and December 31, 2012 are 
summarized in the following table: 
 
      September 30, 2013   December 31, 2012 

      Book Value   Fair Value   Book Value   Fair Value 

      (in thousands) 
  Long-term Debt   $  549,347   $  660,951   $  549,222   $  708,566 
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Fair Value Measurements of Financial Assets and Liabilities 

 

The following tables set forth, by level within the fair value hierarchy, KPCo’s financial assets and liabilities that 
were accounted for at fair value on a recurring basis as of September 30, 2013 and December 31, 2012.  As required 
by the accounting guidance for “Fair Value Measurements and Disclosures,” financial assets and liabilities are 
classified in their entirety based on the lowest level of input that is significant to the fair value measurement.  
Management’s assessment of the significance of a particular input to the fair value measurement requires judgment 
and may affect the valuation of fair value assets and liabilities and their placement within the fair value hierarchy 
levels.  There have not been any significant changes in management’s valuation techniques. 
 

Assets and Liabilities Measured at Fair Value on a Recurring Basis 
September 30, 2013 

                        
      Level 1   Level 2   Level 3   Other   Total 

Assets: (in thousands) 

            
Risk Management Assets             

Risk Management Commodity Contracts (a) (b) $  371 $  17,528 $  2,823 $  (11,450)  $  9,272 
Cash Flow Hedges:             
  Commodity Hedges (a)    -    94    -    (30)     64 

Total Risk Management Assets  $  371 $  17,622 $  2,823 $  (11,480)  $  9,336 

                
Liabilities:           
                

Risk Management Liabilities           

Risk Management Commodity Contracts (a) (b) $  262   $  16,527 $  575 $  (12,581)  $  4,783 
Cash Flow Hedges:               
  Commodity Hedges (a)    -      119    -    (30)     89 

Total Risk Management Liabilities  $  262 $  16,646 $  575 $  (12,611)  $  4,872 

 
Assets and Liabilities Measured at Fair Value on a Recurring Basis 

December 31, 2012 

                        
      Level 1   Level 2   Level 3   Other   Total 

Assets: (in thousands) 

            
Risk Management Assets             

Risk Management Commodity Contracts (a) (b) $  833 $  33,315 $  3,417 $  (24,571)  $  12,994 
Cash Flow Hedges:             
  Commodity Hedges (a)    -    103    -    (40)     63 

Total Risk Management Assets  $  833 $  33,418 $  3,417 $  (24,611)  $  13,057 

                
Liabilities:           
                

Risk Management Liabilities           

Risk Management Commodity Contracts (a) (b) $  392   $  31,665 $  1,218 $  (26,527)  $  6,748 
Cash Flow Hedges:               
  Commodity Hedges (a)    -      312    -    (40)     272 

Total Risk Management Liabilities  $  392 $  31,977 $  1,218 $  (26,567)  $  7,020 

 

(a) Amounts in “Other” column primarily represent counterparty netting of risk management and hedging 
contracts and associated cash collateral under the accounting guidance for “Derivatives and Hedging.” 

(b) Substantially comprised of power contracts. 

 

There were no transfers between Level 1 and Level 2 during the three and nine months ended September 30, 2013 
and 2012. 
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The following tables set forth a reconciliation of changes in the fair value of net trading derivatives and other 
investments classified as Level 3 in the fair value hierarchy: 
 
        Net Risk Management 

  Three Months Ended September 30, 2013   Assets (Liabilities) 

        (in thousands) 

  Balance as of June 30, 2013   $  2,674 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      (247)

  Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     

    Relating to Assets Still Held at the Reporting Date (a)      - 

  Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income      - 

  Purchases, Issuances and Settlements (c)      (218)

  Transfers into Level 3 (d) (e)      3 

  Transfers out of Level 3 (e) (f)      (3)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      39 

  Balance as of September 30, 2013   $  2,248 

 
        Net Risk Management 

  Three Months Ended September 30, 2012   Assets (Liabilities) 

        (in thousands) 
  Balance as of June 30, 2012   $  2,577 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      (709)

  Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     

    Relating to Assets Still Held at the Reporting Date (a)      - 

  Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income      81 

  Purchases, Issuances and Settlements (c)      186 

  Transfers into Level 3 (d) (e)      131 

  Transfers out of Level 3 (e) (f)      (57)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      3 

  Balance as of September 30, 2012   $  2,212 

 
        Net Risk Management 

  Nine Months Ended September 30, 2013   Assets (Liabilities) 

        (in thousands) 

  Balance as of December 31, 2012   $  2,199 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      (708)

  Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     

    Relating to Assets Still Held at the Reporting Date (a)      - 

  Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income      - 

  Purchases, Issuances and Settlements (c)      354 

  Transfers into Level 3 (d) (e)      194 

  Transfers out of Level 3 (e) (f)      (187)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      396 

  Balance as of September 30, 2013   $  2,248 
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        Net Risk Management 

  Nine Months Ended September 30, 2012   Assets (Liabilities) 

        (in thousands) 

  Balance as of December 31, 2011   $  416 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      (1,052)

  Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     

    Relating to Assets Still Held at the Reporting Date (a)      - 

  Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income      63 

  Purchases, Issuances and Settlements (c)      2,163 

  Transfers into Level 3 (d) (e)      860 

  Transfers out of Level 3 (e) (f)      (1,031)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      793 

  Balance as of September 30, 2012   $  2,212 

 
 (a) Included in revenues on KPCo’s condensed statements of income. 

 (b) Represents the change in fair value between the beginning of the reporting period and the settlement of the risk 
management commodity contract. 

 (c) Represents the settlement of risk management commodity contracts for the reporting period. 

 (d) Represents existing assets or liabilities that were previously categorized as Level 2. 

 (e) Transfers are recognized based on their value at the beginning of the reporting period that the transfer occurred. 

 (f) Represents existing assets or liabilities that were previously categorized as Level 3. 

 (g) Relates to the net gains (losses) of those contracts that are not reflected on KPCo’s condensed statements of income.  
These net gains (losses) are recorded as regulatory liabilities/assets. 

 
The following table quantifies the significant unobservable inputs used in developing the fair value of Level 3 
positions as of September 30, 2013: 
 
    

  
Fair Value 

  
Valuation 

  
Significant   Forward Price Range 

    Assets   Liabilities Technique Unobservable Input (a)   Low   High 

      (in thousands)                     

  Energy Contracts   $  2,371   $  400   Discounted Cash Flow  Forward Market Price    $  12.52   $  55.40 
  FTRs      452      175   Discounted Cash Flow  Forward Market Price       (5.26)     10.85 

  Total   $  2,823   $  575   

 
(a) Represents market prices in dollars per MWh. 

 
9.  INCOME TAXES 

 

AEP System Tax Allocation Agreement 
 
KPCo joins in the filing of a consolidated federal income tax return with its affiliates in the AEP System.  The 
allocation of the AEP System’s current consolidated federal income tax to the AEP System companies allocates the 
benefit of current tax losses to the AEP System companies giving rise to such losses in determining their current tax 
expense.  The tax benefit of the Parent is allocated to its subsidiaries with taxable income.  With the exception of the 
loss of the Parent, the method of allocation reflects a separate return result for each company in the consolidated 
group. 
 
Federal and State Income Tax Audit Status 
 
The IRS examination of years 2009 and 2010 started in October 2011 and was completed in the second quarter of 
2013.  The completion of the federal audit did not result in a material impact on net income, cash flows or financial 
condition.  Although the outcome of tax audits is uncertain, in management’s opinion, adequate provisions for 
federal income taxes have been made for potential liabilities resulting from such matters.  In addition, KPCo accrues 
interest on these uncertain tax positions.  Management is not aware of any issues for open tax years that upon final 
resolution are expected to materially impact net income. 
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KPCo and other AEP subsidiaries file income tax returns in various state and local jurisdictions.  These taxing 
authorities routinely examine the tax returns.  KPCo and other AEP subsidiaries are currently under examination in 
several state and local jurisdictions.  Management believes that previously filed tax returns have positions that may 
be challenged by these tax authorities.  However, management believes that adequate provisions for income taxes 
have been made for potential liabilities resulting from such challenges and that the ultimate resolution of these 
audits will not materially impact net income.  KPCo is no longer subject to state or local income tax examinations 
by tax authorities for years before 2008. 
 
Federal Tax Regulations 

 
In the third quarter of 2013, the U.S. Treasury Department issued final regulations regarding the deduction and 
capitalization of expenditures related to tangible property, effective for the tax years beginning in 2014.  The U.S. 
Treasury Department had previously issued guidance in the form of proposed and temporary regulations which was 
generally effective for tax years beginning in 2012, which was moved to tax years beginning in 2014 in November, 
2012.  In addition, the IRS has issued Revenue Procedures under the Industry Issue Resolutions program that 
provides specific guidance for the implementation of the regulations for the electric utility industry.  The impact of 
these final regulations is not material to net income, cash flows or financial condition.  
 
State Tax Legislation 

 
In the third quarter of 2013, it was determined that the state of West Virginia had achieved certain minimum levels 
of shortfall reserve funds and thus, the West Virginia corporate income tax rate will be reduced from 7% to 6.5% in 
2014.  The enacted provisions will not materially impact KPCo’s net income, cash flows or financial condition. 
 
10.  FINANCING ACTIVITIES 
 
Long-term Debt 

 
KPCo did not have any long-term debt issuances or retirements during the first nine months of 2013. 
 
In July 2013, AEPGenCo, APCo, KPCo and OPCo entered into a $1 billion term credit facility due in May 2015 to 
provide liquidity during the corporate separation process.  Under the credit facility, OPCo may assign borrowings to 
AEPGenCo upon the transfer of OPCo’s generation assets to AEPGenCo.  Subject to regulatory approval, 
AEPGenCo may further assign a portion of the borrowings to APCo and KPCo, not to exceed $500 million and 
$250 million, respectively, upon AEPGenCo’s subsequent transfer of certain of those generation assets to APCo and 
KPCo. 
 
Dividend Restrictions 
 
KPCo pays dividends to Parent provided funds are legally available.  Various financing arrangements and regulatory 
requirements may impose certain restrictions on the ability of KPCo to transfer funds to Parent in the form of 
dividends. 
 
Federal Power Act 

 

The Federal Power Act prohibits KPCo from participating “in the making or paying of any dividends of such public 
utility from any funds properly included in capital account.”  The term “capital account” is not defined in the 
Federal Power Act or its regulations.  Management understands “capital account” to mean the book value of the 
common stock.  This restriction does not limit the ability of KPCo to pay dividends out of retained earnings. 
 
Leverage Restrictions 

 
Pursuant to the credit agreement leverage restrictions, KPCo must maintain a percentage of debt to total 
capitalization at a level that does not exceed 67.5%. 
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Utility Money Pool – AEP System 
 
The AEP System uses a corporate borrowing program to meet the short-term borrowing needs of AEP’s 
subsidiaries.  The corporate borrowing program includes a Utility Money Pool, which funds AEP’s utility 
subsidiaries.  The AEP System Utility Money Pool operates in accordance with the terms and conditions of the AEP 
System Utility Money Pool agreement filed with the FERC.  The amounts of outstanding loans to (borrowings from) 
the Utility Money Pool as of September 30, 2013 and December 31, 2012 are included in Advances to Affiliates and 
Advances from Affiliates, respectively, on KPCo’s condensed balance sheets.  KPCo’s Utility Money Pool activity 
and corresponding authorized borrowing limits for the nine months ended September 30, 2013 are described in the 
following table: 
 
                            
  Maximum   Maximum   Average   Average   Loans   Authorized 
  Borrowings   Loans    Borrowings   Loans    to the Utility   Short-Term 
  from the Utility   to the Utility   from the Utility   to the Utility   Money Pool as of   Borrowing 
  Money Pool   Money Pool   Money Pool   Money Pool   September 30, 2013   Limit 

  (in thousands) 
  $  32,649   $  31,421   $  11,271   $  16,214   $  6,300   $  250,000 

 
Maximum, minimum and average interest rates for funds either borrowed from or loaned to the Utility Money Pool 
for the nine months ended September 30, 2013 and 2012 are summarized in the following table: 
 
    Maximum   Minimum   Maximum   Minimum   Average   Average 

    Interest Rate   Interest Rate   Interest Rate   Interest Rate   Interest Rate   Interest Rate 

    for Funds   for Funds   for Funds   for Funds   for Funds   for Funds 

Nine Months   Borrowed   Borrowed   Loaned   Loaned   Borrowed   Loaned 

Ended   from the Utility   from the Utility 

  

to the Utility   to the Utility   from the Utility   to the Utility 

September 30,   Money Pool   Money Pool Money Pool   Money Pool   Money Pool   Money Pool 

2013     0.43 %    0.35 %    0.36 %    0.28 %    0.38 %    0.32 % 

2012     - %    - %    0.56 %    0.44 %    - %    0.48 % 

 
Sale of Receivables – AEP Credit 
 
Under a sale of receivables arrangement, KPCo sells, without recourse, certain of its customer accounts receivable 
and accrued unbilled revenue balances to AEP Credit and is charged a fee based on AEP Credit’s financing costs, 
administrative costs and uncollectible accounts experience for KPCo’s receivables.  The costs of customer accounts 
receivable sold are reported in Other Operation expense on KPCo’s condensed statements of income.  KPCo 
manages and services its accounts receivable sold. 
 
In June 2013, AEP Credit amended its receivables securitization agreement.  The agreement provides a commitment 
of $700 million from bank conduits to purchase receivables.  AEP Credit amended a commitment of $385 million to 
now expire in June 2014.  The remaining commitment of $315 million expires in June 2015. 
 
KPCo’s amount of accounts receivable and accrued unbilled revenues sold under the sale of receivables agreement 
was $39 million and $46 million as of September 30, 2013 and December 31, 2012, respectively. 
 
The fees paid by KPCo to AEP Credit for customer accounts receivable sold for the three months ended September 
30, 2013 and 2012 were $493 thousand and $605 thousand, respectively, and for the nine months ended September 
30, 2013 and 2012 were $1.5 million and $1.9 million, respectively. 
 
KPCo’s proceeds on the sale of receivables to AEP Credit for the three months ended September 30, 2013 and 2012 
were $130 million and $122 million, respectively, and for the nine months ended September 30, 2013 and 2012 were 
$398 million and $387 million, respectively. 
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11.  VARIABLE INTEREST ENTITIES 

 
The accounting guidance for “Variable Interest Entities” is a consolidation model that considers if a company has a 
controlling financial interest in a VIE.  A controlling financial interest will have both (a) the power to direct the 
activities of a VIE that most significantly impact the VIE’s economic performance and (b) the obligation to absorb 
losses of the VIE that could potentially be significant to the VIE or the right to receive benefits from the VIE that 
could potentially be significant to the VIE.  Entities are required to consolidate a VIE when it is determined that they 
have a controlling financial interest in a VIE and therefore, are the primary beneficiary of that VIE, as defined by the 
accounting guidance for “Variable Interest Entities.”  In determining whether KPCo is the primary beneficiary of a 
VIE, management considers factors such as equity at risk, the amount of the VIE’s variability KPCo absorbs, 
guarantees of indebtedness, voting rights including kick-out rights, the power to direct the VIE, variable interests 
held by related parties and other factors.  Management believes that significant assumptions and judgments were 
applied consistently.  KPCo is not the primary beneficiary of any VIE and has not provided financial or other 
support to any VIE that was not previously contractually required. 
 
AEPSC provides certain managerial and professional services to AEP’s subsidiaries.  AEP is the sole equity owner 
of AEPSC.  AEP management controls the activities of AEPSC.  The costs of the services are based on a direct 
charge or on a prorated basis and billed to the AEP subsidiary companies at AEPSC’s cost.  AEP subsidiaries have 
not provided financial or other support outside the reimbursement of costs for services rendered.  AEPSC finances 
its operations through cost reimbursement from other AEP subsidiaries.  There are no other terms or arrangements 
between AEPSC and any of the AEP subsidiaries that could require additional financial support from an AEP 
subsidiary or expose them to losses outside of the normal course of business.  AEPSC and its billings are subject to 
regulation by the FERC.  AEP subsidiaries are exposed to losses to the extent they cannot recover the costs of 
AEPSC through their normal business operations.  AEP subsidiaries are considered to have a significant interest in 
AEPSC due to their activity in AEPSC’s cost reimbursement structure.  However, AEP subsidiaries do not have 
control over AEPSC.  AEPSC is consolidated by AEP.  In the event AEPSC would require financing or other 
support outside the cost reimbursement billings, this financing would be provided by AEP.  KPCo’s total billings 
from AEPSC for the three months ended September 30, 2013 and 2012 were both $8 million and for the nine 
months ended September 30, 2013 and 2012 were both $23 million.  The carrying amount of liabilities associated 
with AEPSC as of September 30, 2013 and December 31, 2012 was $2 million and $6 million, respectively.  
Management estimates the maximum exposure of loss to be equal to the amount of such liability. 
 
AEGCo, a wholly-owned subsidiary of AEP, is consolidated by AEP.  AEGCo owns a 50% ownership interest in 
Rockport Plant, Unit 1 and leases a 50% interest in Rockport Plant, Unit 2.  AEGCo sells all the output from the 
Rockport Plant to I&M and KPCo.  AEP guarantees all the debt obligations of AEGCo.  KPCo is considered to have 
a significant interest in AEGCo due to its transactions.  KPCo is exposed to losses to the extent it cannot recover the 
costs of AEGCo through its normal business operations.  Due to AEP management’s control over AEGCo, KPCo is 
not considered the primary beneficiary of AEGCo.  In the event AEGCo would require financing or other support 
outside the billings to KPCo, this financing would be provided by AEP.  Total billings from AEGCo for the three 
months ended September 30, 2013 and 2012 were both $28 million and for the nine months ended September 30, 
2013 and 2012 were both $76 million.  The carrying amount of liabilities associated with AEGCo as of September 
30, 2013 and December 31, 2012 was $9 million and $10 million, respectively.  Management estimates the 
maximum exposure of loss to be equal to the amount of such liability. 
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12.  SUSTAINABLE COST REDUCTIONS 

 
In April 2012, management initiated a process to identify strategic repositioning opportunities and efficiencies that 
will result in sustainable cost savings.  Management selected a consulting firm to facilitate an organizational and 
process evaluation and a second firm to evaluate current employee benefit programs.  The process resulted in 
involuntary severances and was completed by the end of the first quarter of 2013.  The severance program provides 
two weeks of base pay for every year of service along with other severance benefits. 
 
KPCo recorded a charge of $1.7 million to Other Operation expense in 2012 primarily related to severance benefits 
as a result of the sustainable cost reductions initiative.  In addition, the sustainable cost reduction activity for the 
nine months ended September 30, 2013 is described in the following table: 
 
        Expense               Remaining 

  Balance as of   Allocation from                   Balance as of 

  December 31, 2012   AEPSC  Incurred   Settled  Adjustments   September 30, 2013 

  (in thousands) 

  $ 497   $  167 $  - $  (263) $  (400) $  1 

 
These expenses, net of adjustments, relate primarily to severance benefits and are included primarily in Other 
Operation expense on the condensed statements of income.  Management does not expect additional costs to be 
incurred related to this initiative. 
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GLOSSARY OF TERMS 
 

When the following terms and abbreviations appear in the text of this report, they have the meanings 

indicated below. 
 

Term  Meaning 

   
AEGCo  AEP Generating Company, an AEP electric utility subsidiary. 
AEP or Parent  American Electric Power Company, Inc., an electric utility holding company. 
AEP Credit  AEP Credit, Inc., a consolidated variable interest entity of AEP which securitizes 

accounts receivable and accrued utility revenues for affiliated electric utility 
companies. 

AEP East Companies  APCo, I&M, KPCo and OPCo. 

AEP System  American Electric Power System, an integrated electric utility system, owned and 
operated by AEP’s electric utility subsidiaries. 

AEPSC  American Electric Power Service Corporation, an AEP service subsidiary providing 
management and professional services to AEP and its subsidiaries. 

AOCI  Accumulated Other Comprehensive Income. 

APCo  Appalachian Power Company, an AEP electric utility subsidiary. 
ASU  Accounting Standards Update. 

CWIP  Construction Work in Progress. 

FASB  Financial Accounting Standards Board. 

FERC  Federal Energy Regulatory Commission. 

FGD  Flue Gas Desulfurization or scrubbers. 

FTR  Financial Transmission Right, a financial instrument that entitles the holder to 
receive compensation for certain congestion-related transmission charges 
that arise when the power grid is congested resulting in differences in 
locational prices. 

GAAP  Accounting Principles Generally Accepted in the United States of America. 

I&M  Indiana Michigan Power Company, an AEP electric utility subsidiary. 

IRS  Internal Revenue Service. 

KPCo  Kentucky Power Company, an AEP electric utility subsidiary. 

KPSC  Kentucky Public Service Commission. 

MMBtu  Million British Thermal Units. 

MTM  Mark-to-Market. 

MW  Megawatt. 

MWh  Megawatthour. 

OPEB  Other Postretirement Benefit Plans. 

OTC  Over the counter. 

Risk Management Contracts  Trading and nontrading derivatives, including those derivatives designated as cash 
flow and fair value hedges. 

Rockport Plant  A generation plant, consisting of two 1,310 MW coal-fired generating units near 
Rockport, Indiana.  AEGCo and I&M jointly-own Unit 1.  In 1989, AEGCo 
and I&M entered into a sale-and-leaseback transaction with Wilmington 
Trust Company, an unrelated, unconsolidated trustee for Rockport Plant, 
Unit 2.  

RTO  Regional Transmission Organization, responsible for moving electricity over large 
interstate areas. 

SIA  System Integration Agreement, effective June 15, 2000, provides contractual basis 
for coordinated planning, operation and maintenance of the power supply 
sources of the combined AEP. 

Utility Money Pool  Centralized funding mechanism AEP uses to meet the short-term cash requirements 
of certain utility subsidiaries. 

VIE  Variable Interest Entity. 

WVPSC  Public Service Commission of West Virginia. 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1702 of 1829



2 
 

  KENTUCKY POWER COMPANY   

  CONDENSED STATEMENTS OF INCOME   

  For the Three Months Ended March 31, 2014 and 2013   

  (in thousands)   

  (Unaudited)   

                    
      Three Months Ended March 31,   

      2014    2013    

  REVENUES       

  Electric Generation, Transmission and Distribution   $  227,631   $  201,315 

  Sales to AEP Affiliates    5,415    29,197 

  Other Revenues      84      132 

  TOTAL REVENUES      233,130      230,644 

              
  EXPENSES         

  Fuel and Other Consumables Used for Electric Generation      72,362      74,680 

  Purchased Electricity for Resale       3,113      3,370 

  Purchased Electricity from AEP Affiliates      31,422      56,490 

  Other Operation      19,865      18,333 

  Maintenance      18,642      17,083 

  Depreciation and Amortization      23,522      23,109 

  Taxes Other Than Income Taxes      5,303      4,972 

  TOTAL EXPENSES      174,229      198,037 

            
  OPERATING INCOME      58,901      32,607 
            
  Other Income (Expense):         

  Interest Income      33      27 

  Allowance for Equity Funds Used During Construction      1,456      261 

  Interest Expense      (9,101)     (11,572)

            
  INCOME BEFORE INCOME TAX EXPENSE      51,289      21,323 
            
  Income Tax Expense      18,741      6,920 

            
  NET INCOME   $  32,548   $  14,403 

                  
  The common stock of KPCo is wholly-owned by AEP.   

                  
  See Condensed Notes to Condensed Financial Statements beginning on page 8.   
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Three Months Ended March 31, 2014 and 2013 

 (in thousands) 

(Unaudited) 

                

      Three Months Ended March 31, 

      2014    2013  

Net Income   $  32,548   $  14,403 

            
OTHER COMPREHENSIVE INCOME, NET OF TAXES         

Cash Flow Hedges, Net of Tax of $5 and $118 in 2014 and 2013, Respectively      10      218 
Amortization of Pension and OPEB Deferred Costs, Net of Tax of $63 and $134 in 2014         
     and 2013, Respectively      117      248 

            
TOTAL OTHER COMPREHENSIVE INCOME       127      466 

            
TOTAL COMPREHENSIVE INCOME   $  32,675   $  14,869 

            
See Condensed Notes to Condensed Financial Statements beginning on page 8.     

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1704 of 1829



4 
 

KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF CHANGES IN COMMON SHAREHOLDER'S EQUITY 

For the Three Months Ended March 31, 2014 and 2013 

(in thousands) 

(Unaudited) 

  
                      Accumulated     

                      Other     

          Common   Paid-in   Retained   Comprehensive     

         Stock   Capital   Earnings   Income (Loss)   Total 

TOTAL COMMON SHAREHOLDER'S                              

  EQUITY – DECEMBER 31, 2012   $  50,450   $  531,536   $  190,819   $  (19,994)  $  752,811 
                      
Capital Contribution from Parent          231              231 
Common Stock Dividends              (3,892)         (3,892)
Net Income                  14,403          14,403 
Other Comprehensive Income                  466      466 

TOTAL COMMON SHAREHOLDER'S                     
  EQUITY – MARCH 31, 2013   $  50,450   $  531,767   $  201,330   $  (19,528)  $  764,019 

                      
TOTAL COMMON SHAREHOLDER'S                     
  EQUITY – DECEMBER 31, 2013   $  50,450   $  614,648   $  179,691   $  (5,420)  $  839,369 

                                
Capital Contribution Returned to Parent            (100,000)                 (100,000)
Common Stock Dividends              (15,000)         (15,000)
Other Changes in Common Shareholder's Equity          2,812              2,812 
Net Income                  32,548          32,548 
Other Comprehensive Income                      127      127 
Pension and OPEB Adjustment Related to                    
  Kammer Plant                  (1,308)     (1,308)

TOTAL COMMON SHAREHOLDER'S                     

  EQUITY – MARCH 31, 2014   $  50,450   $  517,460   $  197,239   $  (6,601)  $  758,548 

                                
See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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  KENTUCKY POWER COMPANY 

  CONDENSED BALANCE SHEETS 

  ASSETS 

  March 31, 2014 and December 31, 2013 

  (in thousands) 

  (Unaudited) 

    
          March 31,   December 31, 
      2014    2013  

  CURRENT ASSETS             

  Cash and Cash Equivalents   $  1,244    $  743 
  Accounts Receivable:             
    Customers      11,974       17,889 
    Affiliated Companies      28,281       9,781 
    Accrued Unbilled Revenues      12       857 
    Miscellaneous      106       75 
    Allowance for Uncollectible Accounts      (63)      (78)

      Total Accounts Receivable       40,310       28,524 

  Fuel      45,433       92,313 
  Materials and Supplies      41,141       43,940 
  Risk Management Assets       4,277       4,356 
  Accrued Tax Benefits       35       5,249 

  Regulatory Asset for Under-Recovered Fuel Costs      10,594       - 
  Prepayments and Other Current Assets      5,595       3,284 

  TOTAL CURRENT ASSETS      148,629       178,409 

                
  PROPERTY, PLANT AND EQUIPMENT             

  Electric:             
    Generation      1,063,586       1,052,757 
    Transmission      510,963       507,844 
    Distribution      698,685       693,481 
  Other Property, Plant and Equipment (Including Plant to be Retired)      477,716       480,759 
  Construction Work in Progress      139,321       128,599 

  Total Property, Plant and Equipment      2,890,271       2,863,440 
  Accumulated Depreciation and Amortization      962,785       943,889 

  TOTAL PROPERTY, PLANT AND EQUIPMENT – NET      1,927,486       1,919,551 

                
  OTHER NONCURRENT ASSETS             

  Regulatory Assets      214,765       216,360 
  Long-term Risk Management Assets      2,880       3,484 
  Employee Benefits and Pension Assets      13,804       11,446 
  Deferred Charges and Other Noncurrent Assets       14,618       20,207 

  TOTAL OTHER NONCURRENT ASSETS      246,067       251,497 

                
  TOTAL ASSETS   $  2,322,182    $  2,349,457 

                
  See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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  KENTUCKY POWER COMPANY 

  CONDENSED BALANCE SHEETS 

  LIABILITIES AND COMMON SHAREHOLDER'S EQUITY 

  March 31, 2014 and December 31, 2013 

  (Unaudited) 

    

          March 31,   December 31, 
      2014    2013  

        (in thousands) 

  CURRENT LIABILITIES             

  Advances from Affiliates    $  49,404    $  8,564 
  Accounts Payable:          
    General      42,993       21,619 
    Affiliated Companies      25,648       39,171 
  Risk Management Liabilities      905       1,828 
  Customer Deposits      25,289       25,211 
  Deferred Income Taxes      10,055       6,486 
  Accrued Taxes       26,216       20,801 
  Accrued Interest      5,640       6,678 
  Regulatory Liability for Over-Recovered Fuel Costs      -       2,851 
  Other Current Liabilities      20,681       19,411 

  TOTAL CURRENT LIABILITIES      206,831       152,620 

                
  NONCURRENT LIABILITIES             

  Long-term Debt – Nonaffiliated      729,430       729,389 
  Long-term Debt – Affiliated      20,000       20,000 
  Long-term Risk Management Liabilities      1,630       2,105 
  Deferred Income Taxes      546,344       549,672 
  Regulatory Liabilities and Deferred Investment Tax Credits      24,490       22,926 
  Employee Benefits and Pension Obligations      7,754       6,041 
  Deferred Credits and Other Noncurrent Liabilities      27,155       27,335 

  TOTAL NONCURRENT LIABILITIES      1,356,803       1,357,468 

                
  TOTAL LIABILITIES      1,563,634       1,510,088 

                
  Rate Matters (Note 4)             
  Commitments and Contingencies (Note 5)             
                
  COMMON SHAREHOLDER’S EQUITY             

  Common Stock – Par Value – $50 Per Share:             
    Authorized – 2,000,000 Shares            
    Outstanding – 1,009,000 Shares      50,450       50,450 
  Paid-in Capital      517,460       614,648 
  Retained Earnings      197,239       179,691 
  Accumulated Other Comprehensive Income (Loss)      (6,601)      (5,420)

  TOTAL COMMON SHAREHOLDER’S EQUITY      758,548       839,369 

                
  TOTAL LIABILITIES AND COMMON SHAREHOLDER'S EQUITY   $  2,322,182    $  2,349,457 

                
  See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF CASH FLOWS 

For the Three Months Ended March 31, 2014 and 2013 

(in thousands) 

(Unaudited) 

  
         Three Months Ended March 31, 

    2014    2013  

OPERATING ACTIVITIES     

Net Income   $  32,548   $  14,403 
Adjustments to Reconcile Net Income to Net Cash Flows from Operating         
  Activities:       
    Depreciation and Amortization    23,522    23,109 
    Deferred Income Taxes    2,118    7,924 
    Allowance for Equity Funds Used During Construction    (1,456)   (261)
    Mark-to-Market of Risk Management Contracts    (707)   1,798 

    Property Taxes    3,784    3,603 
    Fuel Over/Under-Recovery, Net    (13,445)   (7,945)
    Change in Other Noncurrent Assets    626    373 
    Change in Other Noncurrent Liabilities    717    1,017 
    Changes in Certain Components of Working Capital:         
      Accounts Receivable, Net    (11,786)   15,743 
      Fuel, Materials and Supplies    49,679    25,257 
      Accounts Payable    (505)   (35,052)
      Accrued Taxes, Net     10,629    (76)
      Accrued Interest    (1,038)   (5,229)
      Other Current Assets    (1,530)   904 
      Other Current Liabilities    1,481    (6,083)

Net Cash Flows from Operating Activities    94,637    39,485 

          
INVESTING ACTIVITIES         

Construction Expenditures    (20,979)   (35,241)
Acquisitions of Assets    (1,036)   (18)

Proceeds from Sales of Assets    85    1,255 

Other Investing Activities    98    - 

Net Cash Flows Used for Investing Activities    (21,832)   (34,004)

          
FINANCING ACTIVITIES         

Capital Contribution from (Returned to) Parent    (100,000)   231 
Change in Advances from Affiliates, Net    40,840    (2,320)
Principal Payments for Capital Lease Obligations    (1,208)   (317)
Dividends Paid on Common Stock    (15,000)   (3,892)
Other Financing Activities    3,064    197 

Net Cash Flows Used for Financing Activities    (72,304)   (6,101)

          
Net Increase (Decrease) in Cash and Cash Equivalents    501    (620)
Cash and Cash Equivalents at Beginning of Period    743    1,482 

Cash and Cash Equivalents at End of Period   $  1,244   $  862 

          
SUPPLEMENTARY INFORMATION         

Cash Paid for Interest, Net of Capitalized Amounts   $  9,888   $  16,596 
Net Cash Paid for Income Taxes    -    111 
Noncash Acquisitions Under Capital Leases    596    721 
Construction Expenditures Included in Current Liabilities as of March 31,    15,540    19,185 
      
See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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1.  SIGNIFICANT ACCOUNTING MATTERS 

 

General 

 
The unaudited condensed financial statements and footnotes were prepared in accordance with GAAP for interim 
financial information.  Accordingly, they do not include all of the information and footnotes required by GAAP for 
complete annual financial statements. 
 
In the opinion of management, the unaudited condensed interim financial statements reflect all normal and recurring 
accruals and adjustments necessary for a fair presentation of the net income, financial position and cash flows for the 
interim periods.  Net income for the three months ended March 31, 2014 is not necessarily indicative of results that 
may be expected for the year ending December 31, 2014.  The condensed financial statements are unaudited and 
should be read in conjunction with the audited 2013 financial statements and notes thereto, which are included in 
KPCo’s 2013 Annual Report. 
 
Management reviewed subsequent events through April 25, 2014, the date that the first quarter 2014 report was 
issued. 
 
Revenue Recognition 
 
Electricity Supply and Delivery Activities – Transactions with PJM 

 
Revenues are recognized from retail and wholesale electricity sales and electricity transmission and distribution 
delivery services.  KPCo recognizes the revenues on the statements of income upon delivery of the energy to the 
customer and include unbilled as well as billed amounts. 
 
KPCo sells power produced at its generation plants to PJM and purchase power from PJM to supply its retail load.  
These power sales and purchases for retail load are netted hourly for financial reporting purposes.  On an hourly net 
basis, KPCo records sales of power to PJM in excess of purchases of power as revenues.  Also, on an hourly net 
basis, KPCo records purchases of power from PJM to serve retail load in excess of sales of power to PJM as 
Purchased Electricity for Resale.  Upon termination of the Interconnection Agreement, KPCo manages and accounts 
for its purchases and sales with PJM individually based on market prices. 
 
2.  NEW ACCOUNTING PRONOUNCEMENT 

 

Upon issuance of final pronouncements, management reviews the new accounting literature to determine its 
relevance, if any, to KPCo’s business.  The following summary of a final pronouncement will impact the financial 
statements. 

 
ASU 2014-08 “Presentation of Financial Statements and Property, Plant and Equipment” (ASU 2014-08) 
 

In April 2014, the FASB issued ASU 2014-08 changing the presentation of discontinued operations on the 
statements of income and other requirements for reporting discontinued operations.  Under the new standard, a 
disposal of a component or a group of components of an entity is required to be reported in discontinued operations 
if the disposal represents a strategic shift that has (or will have) a major effect on an entity’s operations and financial 
results when the component meets the criteria to be classified as held for sale or is disposed.  The amendments in 
this update also require additional disclosures about discontinued operations and disposal of an individually 
significant component of an entity that does not qualify for discontinued operations.  This standard must be 
prospectively applied to all reporting periods presented in financial reports issued after the effective date.  Early 
adoption is permitted for disposals that have not been reported in financial statements previously issued or available 
for issuance. 
 
The new accounting guidance is effective for interim and annual periods beginning after December 15, 2014.  If 
applicable, this standard will change the presentation of financial statements but will not affect the calculation of net 
income, comprehensive income or earnings per share.  Management plans to adopt ASU 2014-08 effective January 
1, 2015. 
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3.  COMPREHENSIVE INCOME 

 

Presentation of Comprehensive Income 

 
The following tables provide the components of changes in AOCI for the three months ended March 31, 2014 and 
2013.  All amounts in the following tables are presented net of related income taxes. 
 
  Changes in Accumulated Other Comprehensive Income (Loss) by Component 

  For the Three Months Ended March 31, 2014 

    

        Cash Flow Hedges             

              Interest Rate and   Pension       

        Commodity   Foreign Currency   and OPEB   Total 

        (in thousands) 

  Balance in AOCI as of December 31, 2013 $  23 $  (222) $  (5,221) $  (5,420)

  Change in Fair Value Recognized in AOCI    326      -          326 

  Amounts Reclassified from AOCI    (332)     16    117    (199)

  Net Current Period Other                       

      Comprehensive Income    (6)     16    117    127 

  Pension and OPEB Adjustment Related to           

      Kammer Plant    -      -    (1,308)    (1,308)

  Balance in AOCI as of March 31, 2014 $  17 $  (206) $  (6,412) $  (6,601)

              
  Changes in Accumulated Other Comprehensive Income (Loss) by Component 

  For the Three Months Ended March 31, 2013 

    

        Cash Flow Hedges             

              Interest Rate and   Pension       

        Commodity   Foreign Currency   and OPEB   Total 

        (in thousands) 

  Balance in AOCI as of December 31, 2012 $  (127) $  (282) $  (19,585) $  (19,994)

  Change in Fair Value Recognized in AOCI    161      -      -      161 

  Amounts Reclassified from AOCI    42      15    248    305 

  Net Current Period Other                       

      Comprehensive Income    203      15    248    466 

  Balance in AOCI as of March 31, 2013 $  76 $  (267) $  (19,337) $  (19,528)
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Reclassifications Out of Accumulated Other Comprehensive Income 
 

The following table provides details of reclassifications from AOCI for the three months ended March 31, 2014 and 
2013.     
 

  Reclassifications from Accumulated Other Comprehensive Income (Loss) 
  For the Three Months Ended March 31, 2014 and 2013 
                    
          Amount of (Gain) Loss 

          Reclassified from AOCI 

                  
          Three Months Ended March 31, 

          2014    2013  

  Gains and Losses on Cash Flow Hedges   (in thousands) 

  Commodity:   
      Electric Generation, Transmission and Distribution Revenues   $  - $  19 
      Purchased Electricity for Resale    (452)    54 
      Other Operation Expense      (3)    (3)
      Maintenance Expense    (5)    (2)
      Property, Plant and Equipment      (6)    (4)
      Regulatory Assets/(Liabilities), Net (a)      (43)    - 

  Subtotal - Commodity    (509)    64 

            
  Interest Rate and Foreign Currency:     
      Interest Expense    23    23 

  Subtotal - Interest Rate and Foreign Currency    23    23 

                    
  Reclassifications from AOCI, before Income Tax (Expense) Credit      (486)    87 
  Income Tax (Expense) Credit      (170)    30 

  Reclassifications from AOCI, Net of Income Tax (Expense) Credit      (316)     57 

                    
  Pension and OPEB             

  Amortization of Prior Service Cost (Credit)      (54)     (91)
  Amortization of Actuarial (Gains)/Losses      234      472 

  Reclassifications from AOCI, before Income Tax (Expense) Credit      180      381 
  Income Tax (Expense) Credit      63      133 

  Reclassifications from AOCI, Net of Income Tax (Expense) Credit      117      248 

                    
  Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit   $  (199)  $  305 

 

(a) Represents realized gains and losses subject to regulatory accounting treatment recorded as either current or 
noncurrent on the condensed balance sheets. 

 

4.  RATE MATTERS  
 

As discussed in KPCo’s 2013 Annual Report, KPCo is involved in rate and regulatory proceedings at the FERC and 
the KPSC.  The Rate Matters note within KPCo’s 2013 Annual Report should be read in conjunction with this report 
to gain a complete understanding of material rate matters still pending that could impact net income, cash flows and 
possibly financial condition.  The following discusses ratemaking developments in 2014 and updates KPCo’s 2013 
Annual Report. 
 

Regulatory Assets Not Yet Being Recovered               

          March 31,   December 31,    

          2014    2013    

  Noncurrent Regulatory Assets   (in thousands)  

  Regulatory assets not yet being recovered pending future proceedings:              

                 

  Regulatory Assets Currently Not Earning a Return           
    Storm Related Costs   $  12,146   $  12,146   

  Total Regulatory Assets Not Yet Being Recovered   $  12,146   $  12,146   
 

If these costs are ultimately determined not to be recoverable, it could reduce future net income and cash flows and 
impact financial condition.  
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Plant Transfer 
 

In October 2012, the AEP East Companies submitted several filings with the FERC.  In December 2012, KPCo filed 
a request with the KPSC for approval to transfer at net book value to KPCo a one-half interest in the Mitchell Plant, 
comprising 780 MW of average annual generating capacity.  KPCo also requested that costs related to the Big Sandy 
Plant, Unit 2 FGD project be established as a regulatory asset.  As of March 31, 2014, the net book value of Big 
Sandy Plant, Unit 2 was $247 million, before cost of removal, including materials and supplies inventory and CWIP.   
 
In October 2013, the KPSC issued an order approving a modified settlement agreement between KPCo, Kentucky 
Industrial Utility Customers, Inc. and the Sierra Club.  The modified settlement approved the transfer of a one-half 
interest in the Mitchell Plant to KPCo at net book value on December 31, 2013 with the limitation that the net book 
value of the Mitchell Plant transfer not exceed the amount to be determined by a WVPSC order.  The WVPSC order 
was subsequently issued in December 2013, but the WVPSC deferred a decision on the transfer of the one-half 
interest in the Mitchell Plant to APCo.  The settlement also included the implementation of an Asset Transfer Rider 
to collect $44 million annually effective January 2014, subject to true-up, and allowed KPCo to retain any off-
system sales margins above the $15.3 million annual level in base rates.  Additionally, the settlement allows for 
KPCo to file a Certificate of Public Convenience and Necessity to convert Big Sandy Plant, Unit 1 to natural gas, 
provided the cost is approximately $60 million, and addressed potential greenhouse gas initiatives on the Mitchell 
Plant.  The settlement also approved recovery, including a return, of coal-related retirement costs related to Big 
Sandy Plant over 25 years when base rates are set in the next base rate case (no earlier than June 2015), but rejected 
KPCo’s request to defer FGD project costs for Big Sandy Plant, Unit 2.  As a result of this order, in 2013, KPCo 
recorded a pretax regulatory disallowance of $33 million in Asset Impairments and Other Related Charges on the 
statement of income.  In December 2013, the Attorney General filed an appeal with the Franklin County Circuit 
Court.  In December 2013, KPCo filed motions with the Franklin County Circuit Court to dismiss the appeal.  A 
hearing on the motions to dismiss was held in January 2014.  In December 2013, the transfer of a one-half interest in 
the Mitchell Plant to KPCo was completed.  If any part of the KPSC order is overturned, it could reduce future net 
income and cash flows and impact financial condition.     
 
5.  COMMITMENTS, GUARANTEES AND CONTINGENCIES 

 
KPCo is subject to certain claims and legal actions arising in its ordinary course of business.  In addition, KPCo’s 
business activities are subject to extensive governmental regulation related to public health and the environment.  
The ultimate outcome of such pending or potential litigation cannot be predicted.  For current proceedings not 
specifically discussed below, management does not anticipate that the liabilities, if any, arising from such 
proceedings would have a material effect on the financial statements.  The Commitments, Guarantees and 
Contingencies note within KPCo’s 2013 Annual Report should be read in conjunction with this report. 
 
GUARANTEES 
 

Liabilities for guarantees are recorded in accordance with the accounting guidance for “Guarantees.”  There is no 
collateral held in relation to any guarantees.  In the event any guarantee is drawn, there is no recourse to third parties 
unless specified below. 
 
Indemnifications and Other Guarantees 
 
Contracts 

 
KPCo enters into certain types of contracts which require indemnifications.  Typically these contracts include, but 
are not limited to, sale agreements, lease agreements, purchase agreements and financing agreements.  Generally, 
these agreements may include, but are not limited to, indemnifications around certain tax, contractual and 
environmental matters.  With respect to sale agreements, exposure generally does not exceed the sale price.  As of 
March 31, 2014, there were no material liabilities recorded for any indemnifications. 
 
KPCo is jointly and severally liable for activity conducted by AEPSC on behalf of the AEP East Companies related 
to power purchase and sale activity conducted pursuant to the SIA. 
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Master Lease Agreements 

 
KPCo leases certain equipment under master lease agreements.  Under the lease agreements, the lessor is guaranteed 
a residual value up to a stated percentage of either the unamortized balance or the equipment cost at the end of the 
lease term.  If the actual fair value of the leased equipment is below the guaranteed residual value at the end of the 
lease term, KPCo is committed to pay the difference between the actual fair value and the residual value guarantee.  
Historically, at the end of the lease term the fair value has been in excess of the unamortized balance.  As of March 
31, 2014, the maximum potential loss for these lease agreements was approximately $1.2 million assuming the fair 
value of the equipment is zero at the end of the lease term.   
 

6.  BENEFIT PLANS 
 

KPCo participates in an AEP sponsored qualified pension plan and an unfunded nonqualified pension plan.  
Substantially all of KPCo’s employees are covered by the qualified plan or both the qualified and nonqualified 
pension plans.  KPCo also participates in OPEB plans sponsored by AEP to provide health and life insurance 
benefits for retired employees. 
 
Components of Net Periodic Benefit Cost 
 
The following table provides the components of KPCo’s net periodic benefit cost (credit) for the plans for the three 
months ended March 31, 2014 and 2013: 
 
      Other Postretirement 
  Pension Plans   Benefit Plans 

  Three Months Ended March 31,   Three Months Ended March 31, 
  2014    2013    2014    2013  

  (in thousands) 
Service Cost $  575   $  470   $  118   $  208 
Interest Cost    2,010      1,827      601      643 
Expected Return on Plan Assets    (2,418)     (2,564)     (1,060)     (1,030)
Amortization of Prior Service Cost (Credit)    14      14      (606)     (611)
Amortization of Net Actuarial Loss    1,117      1,651      187      588 

Net Periodic Benefit Cost (Credit) $  1,298   $  1,398   $  (760)  $  (202)

 
7.  BUSINESS SEGMENTS 

 
KPCo has one reportable segment, an integrated electricity generation, transmission and distribution business.  
KPCo’s other activities are insignificant. 
 

8.  DERIVATIVES AND HEDGING 

 

OBJECTIVES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS 
 
KPCo is exposed to certain market risks as a major power producer and marketer of wholesale electricity, natural 
gas, coal and emission allowances.  These risks include commodity price risk, interest rate risk, credit risk and, to a 
lesser extent, foreign currency exchange risk.  These risks represent the risk of loss that may impact KPCo due to 
changes in the underlying market prices or rates.  AEPSC, on behalf of KPCo, manages these risks using derivative 
instruments. 
 
  

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1714 of 1829



14 
 

STRATEGIES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS TO ACHIEVE OBJECTIVES 
 
Risk Management Strategies 
 
The strategy surrounding the use of derivative instruments primarily focuses on managing risk exposures, future 
cash flows and creating value utilizing both economic and formal hedging strategies.  The risk management 
strategies also include the use of derivative instruments for trading purposes, focusing on seizing market 
opportunities to create value driven by expected changes in the market prices of the commodities in which AEPSC 
transacts on behalf of KPCo.  To accomplish these objectives, AEPSC, on behalf of KPCo, primarily employs risk 
management contracts including physical and financial forward purchase-and-sale contracts and, to a lesser extent,  
OTC swaps and options.  Not all risk management contracts meet the definition of a derivative under the accounting 
guidance for “Derivatives and Hedging.”  Derivative risk management contracts elected normal under the normal 
purchases and normal sales scope exception are not subject to the requirements of this accounting guidance. 
 
AEPSC, on behalf of KPCo, enters into power, coal, natural gas, interest rate and, to a lesser extent, heating oil, 
gasoline and other commodity contracts to manage the risk associated with the energy business.  AEPSC, on behalf 
of KPCo, enters into interest rate derivative contracts in order to manage the interest rate exposure associated with 
KPCo’s commodity portfolio.  For disclosure purposes, such risks are grouped as “Commodity,” as these risks are 
related to energy risk management activities.  AEPSC, on behalf of KPCo, also engages in risk management of 
interest rate risk associated with debt financing and foreign currency risk associated with future purchase obligations 
denominated in foreign currencies.  The amount of risk taken is determined by the Commercial Operations and 
Finance groups in accordance with the established risk management policies as approved by the Finance Committee 
of AEP’s Board of Directors. 
 
The following table represents the gross notional volume of the KPCo’s outstanding derivative contracts as of 
March 31, 2014 and December 31, 2013: 
 
  Notional Volume of Derivative Instruments 
                      

        Volume     

          March 31,     December 31,   Unit of 

        2014      2013    Measure 

        (in thousands)   

  Commodity:               
    Power      5,900      10,071   MWhs 
    Coal      447      2   Tons 
    Natural Gas      398      509   MMBtus 
    Heating Oil and Gasoline      190      261   Gallons 
    Interest Rate   $  2,236   $  2,615   USD 
 
Fair Value Hedging Strategies 

 
AEPSC, on behalf of KPCo, enters into interest rate derivative transactions as part of an overall strategy to manage 
the mix of fixed-rate and floating-rate debt.  Certain interest rate derivative transactions effectively modify KPCo’s 
exposure to interest rate risk by converting a portion of KPCo’s fixed-rate debt to a floating rate.  Provided specific 
criteria are met, these interest rate derivatives are designated as fair value hedges. 
 
Cash Flow Hedging Strategies 
 
AEPSC, on behalf of KPCo, enters into and designates as cash flow hedges certain derivative transactions for the 
purchase and sale of power and natural gas (“Commodity”) in order to manage the variable price risk related to the 
forecasted purchase and sale of these commodities.  Management monitors the potential impacts of commodity price 
changes and, where appropriate, enters into derivative transactions to protect profit margins for a portion of future 
electricity sales and fuel or energy purchases.  KPCo does not hedge all commodity price risk.   
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KPCo’s vehicle fleet is exposed to gasoline and diesel fuel price volatility.  AEPSC, on behalf of KPCo, enters into 
financial heating oil and gasoline derivative contracts in order to mitigate price risk of future fuel purchases.  Cash 
flow hedge accounting for these derivative contracts was discontinued effective March 31, 2014.  For disclosure 
purposes, these contracts were included with other hedging activities as “Commodity” as of December 31, 2013.  As 
of March 31, 2014, these contracts will be grouped as “Commodity” with other risk management activities.  KPCo 
does not hedge all fuel price risk. 
 
AEPSC, on behalf of KPCo, enters into a variety of interest rate derivative transactions in order to manage interest 
rate risk exposure.  Some interest rate derivative transactions effectively modify exposure to interest rate risk by 
converting a portion of floating-rate debt to a fixed rate.  AEPSC, on behalf of KPCo, also enters into interest rate 
derivative contracts to manage interest rate exposure related to future borrowings of fixed-rate debt.  The forecasted 
fixed-rate debt offerings have a high probability of occurrence as the proceeds will be used to fund existing debt 
maturities and projected capital expenditures.  KPCo does not hedge all interest rate exposure. 
 
At times, KPCo is exposed to foreign currency exchange rate risks primarily when KPCo purchases certain fixed 
assets from foreign suppliers.  In accordance with AEP’s risk management policy, AEPSC, on behalf of KPCo, may 
enter into foreign currency derivative transactions to protect against the risk of increased cash outflows resulting 
from a foreign currency’s appreciation against the dollar.  KPCo does not hedge all foreign currency exposure. 
 
ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND THE IMPACT ON KPCo’s FINANCIAL 

STATEMENTS 

 
The accounting guidance for “Derivatives and Hedging” requires recognition of all qualifying derivative instruments 
as either assets or liabilities on the condensed balance sheets at fair value.  The fair values of derivative instruments 
accounted for using MTM accounting or hedge accounting are based on exchange prices and broker quotes.  If a 
quoted market price is not available, the estimate of fair value is based on the best information available including 
valuation models that estimate future energy prices based on existing market and broker quotes, supply and demand 
market data and assumptions.  In order to determine the relevant fair values of the derivative instruments, KPCo 
applies valuation adjustments for discounting, liquidity and credit quality. 
 
Credit risk is the risk that a counterparty will fail to perform on the contract or fail to pay amounts due.  Liquidity 
risk represents the risk that imperfections in the market will cause the price to vary from estimated fair value based 
upon prevailing market supply and demand conditions.  Since energy markets are imperfect and volatile, there are 
inherent risks related to the underlying assumptions in models used to fair value risk management contracts.  
Unforeseen events may cause reasonable price curves to differ from actual price curves throughout a contract’s term 
and at the time a contract settles.  Consequently, there could be significant adverse or favorable effects on future net 
income and cash flows if market prices are not consistent with management’s estimates of current market consensus 
for forward prices in the current period.  This is particularly true for longer term contracts.  Cash flows may vary 
based on market conditions, margin requirements and the timing of settlement of KPCo’s risk management 
contracts. 
 
According to the accounting guidance for “Derivatives and Hedging,” KPCo reflects the fair values of derivative 
instruments subject to netting agreements with the same counterparty net of related cash collateral.  For certain risk 
management contracts, KPCo is required to post or receive cash collateral based on third party contractual 
agreements and risk profiles.  For the March 31, 2014 and December 31, 2013 condensed balance sheets, KPCo 
netted $7 thousand and $0 thousand, respectively, of cash collateral received from third parties against short-term 
and long-term risk management assets and $280 thousand and $1 million, respectively, of cash collateral paid to 
third parties against short-term and long-term risk management liabilities. 
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The following tables represent the gross fair value impact of KPCo’s derivative activity on the condensed balance 
sheets as of March 31, 2014 and December 31, 2013: 
 

Fair Value of Derivative Instruments 
March 31, 2014 

                                  
                    Gross Amounts  Gross  Net Amounts of 

                    of Risk   Amounts  Assets/Liabilities 

      Risk Management        Management  Offset in the   Presented in the  

      Contracts  Hedging Contracts  Assets/  Statement of  Statement of  

                 Interest  Liabilities  Financial   Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)  Rate (a)  Recognized  Position (b)  Position (c)  

      (in thousands) 

Current Risk Management Assets   $  8,291   $  46   $  -   $  8,337 $  (4,060)  $  4,277 

Long-term Risk Management Assets      3,557      -      -      3,557  (677)     2,880 

Total Assets      11,848      46      -      11,894  (4,737)     7,157 

                        
Current Risk Management Liabilities      5,151      18      -      5,169  (4,264)     905 

Long-term Risk Management Liabilities       2,376      -      -      2,376  (746)     1,630 

Total Liabilities      7,527      18      -      7,545  (5,010)     2,535 

                        
Total MTM Derivative Contract Net                         

  Assets (Liabilities)   $  4,321   $  28   $  -   $  4,349 $  273   $  4,622 

                            
Fair Value of Derivative Instruments 

December 31, 2013 

                                  
                    Gross Amounts  Gross  Net Amounts of 

                    of Risk   Amounts  Assets/Liabilities 

      Risk Management               Management   Offset in the    Presented in the  

      Contracts     Hedging Contracts Assets/  Statement of  Statement of  

                 Interest  Liabilities  Financial   Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)   Rate (a)  Recognized  Position (b)  Position (c)  

      (in thousands) 

Current Risk Management Assets   $  9,520   $  85   $  -   $  9,605 $  (5,249)  $  4,356 

Long-term Risk Management Assets      4,306      -      -      4,306  (822)     3,484 

Total Assets      13,826      85      -      13,911  (6,071)     7,840 

                        
Current Risk Management Liabilities      7,583      65      -      7,648  (5,820)     1,828 

Long-term Risk Management Liabilities       2,970      -      -      2,970  (865)     2,105 

Total Liabilities      10,553      65      -      10,618  (6,685)     3,933 

                        
Total MTM Derivative Contract Net                         

   Assets (Liabilities)   $  3,273   $  20   $  -   $  3,293 $  614   $  3,907 

 
(a) Derivative instruments within these categories are reported gross.  These instruments are subject to master netting agreements and are presented on 

the condensed balance sheets on a net basis in accordance with the accounting guidance for "Derivatives and Hedging." 
(b) Amounts include counterparty netting of risk management and hedging contracts and associated cash collateral in accordance with the accounting 

guidance for "Derivatives and Hedging."    
(c) There are no derivative contracts subject to a master netting arrangement or similar agreement which are not offset in the statement of financial 

position.  
 

The table below presents KPCo’s activity of derivative risk management contracts for the three months ended March 
31, 2014 and 2013: 
 

  Amount of Gain (Loss) Recognized on    

  Risk Management Contracts   

  For the Three Months Ended March 31, 2014 and 2013   

                    
  Location of Gain (Loss)   2014      2013    

        (in thousands)   

  Electric Generation, Transmission and Distribution Revenues   $  6,940 $  596 
  Fuel and Other Consumables Used for Electric Generation      1    - 
  Regulatory Assets (a)      -  - 
  Regulatory Liabilities (a)      1,120  (467)

  Total Gain on Risk Management Contracts   $  8,061 $  129 

            

  
(a) Represents realized and unrealized gains and losses subject to regulatory accounting treatment recorded 

as either current or noncurrent on the condensed balance sheets. 
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Certain qualifying derivative instruments have been designated as normal purchase or normal sale contracts, as 
provided in the accounting guidance for “Derivatives and Hedging.”  Derivative contracts that have been designated 
as normal purchases or normal sales under that accounting guidance are not subject to MTM accounting treatment 
and are recognized on the condensed statements of income on an accrual basis. 
 
KPCo’s accounting for the changes in the fair value of a derivative instrument depends on whether it qualifies for 
and has been designated as part of a hedging relationship and further, on the type of hedging relationship.  
Depending on the exposure, management designates a hedging instrument as a fair value hedge or a cash flow 
hedge. 
 
For contracts that have not been designated as part of a hedging relationship, the accounting for changes in fair value 
depends on whether the derivative instrument is held for trading purposes.  Unrealized and realized gains and losses 
on derivative instruments held for trading purposes are included in revenues on a net basis on KPCo’s condensed 
statements of income.  Unrealized and realized gains and losses on derivative instruments not held for trading 
purposes are included in revenues or expenses on KPCo’s condensed statements of income depending on the 
relevant facts and circumstances.  However, unrealized and some realized gains and losses for both trading and non-
trading derivative instruments are recorded as regulatory assets (for losses) or regulatory liabilities (for gains), in 
accordance with the accounting guidance for “Regulated Operations.” 
 
Accounting for Fair Value Hedging Strategies 
 
For fair value hedges (i.e. hedging the exposure to changes in the fair value of an asset, liability or an identified 
portion thereof attributable to a particular risk), the gain or loss on the derivative instrument as well as the offsetting 
gain or loss on the hedged item associated with the hedged risk affects Net Income during the period of change. 
 
KPCo records realized and unrealized gains or losses on interest rate swaps that qualify for fair value hedge 
accounting treatment and any offsetting changes in the fair value of the debt being hedged in Interest Expense on 
KPCo’s condensed statements of income.  During the three months ended March 31, 2014 and 2013, KPCo did not 
designate any fair value hedging strategies. 
 
Accounting for Cash Flow Hedging Strategies 
 
For cash flow hedges (i.e. hedging the exposure to variability in expected future cash flows that is attributable to a 
particular risk), KPCo initially reports the effective portion of the gain or loss on the derivative instrument as a 
component of Accumulated Other Comprehensive Income (Loss) on the condensed balance sheets until the period 
the hedged item affects Net Income.  KPCo recognizes any hedge ineffectiveness as a regulatory asset (for losses) or 
a regulatory liability (for gains). 
 
Realized gains and losses on derivative contracts for the purchase and sale of power, coal and natural gas designated 
as cash flow hedges are included in Revenues, Fuel and Other Consumables Used for Electric Generation or 
Purchased Electricity for Resale on KPCo’s condensed statements of income, or in Regulatory Assets or Regulatory 
Liabilities on KPCo’s condensed balance sheets, depending on the specific nature of the risk being hedged.  During 
the three months ended March 31, 2014 and 2013, KPCo designated power, coal and natural gas derivatives as cash 
flow hedges. 
 
KPCo reclassifies gains and losses on heating oil and gasoline derivative contracts designated as cash flow hedges 
from Accumulated Other Comprehensive Income (Loss) on its condensed balance sheets into Other Operation 
expense, Maintenance expense or Depreciation and Amortization expense, as it relates to capital projects, on the 
condensed statements of income.  During the three months ended March 31, 2013, KPCo designated heating oil and 
gasoline derivatives as cash flow hedges.  KPCo discontinued cash flow hedge accounting for these derivative 
contracts effective March 31, 2014. 
 
KPCo reclassifies gains and losses on interest rate derivative hedges related to debt financings from Accumulated 
Other Comprehensive Income (Loss) on its condensed balance sheets into Interest Expense on its condensed 
statements of income in those periods in which hedged interest payments occur.  During the three months ended 
March 31, 2014 and 2013, KPCo did not designate any interest rate derivatives as cash flow hedges. 
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The accumulated gains or losses related to foreign currency hedges are reclassified from Accumulated Other 
Comprehensive Income (Loss) on KPCo’s condensed balance sheets into Depreciation and Amortization expense on 
the condensed statements of income over the depreciable lives of the fixed assets designated as the hedged items in 
qualifying foreign currency hedging relationships.  During the three months ended March 31, 2014 and 2013, KPCo 
did not designate any foreign currency derivatives as cash flow hedges. 
 
During the three months ended March 31, 2014 and 2013, hedge ineffectiveness was immaterial or nonexistent for 
all cash flow hedge strategies disclosed above. 
 
For details on designated, effective cash flow hedges included in Accumulated Other Comprehensive Income (Loss) 
on KPCo’s condensed balance sheets and the reasons for changes in cash flow hedges for the three months ended 
March 31, 2014 and 2013, see Note 3. 
 

Cash flow hedges included in Accumulated Other Comprehensive Income (Loss) on KPCo’s condensed balance 
sheets as of March 31, 2014 and December 31, 2013 were: 
 
  Impact of Cash Flow Hedges on the Condensed Balance Sheet 
  March 31, 2014 
                        
          Commodity   Interest Rate   Total 

          (in thousands) 

  Hedging Assets (a)   $  43 $  - $  43 
  Hedging Liabilities (a)      15    -    15 
  AOCI Gain (Loss) Net of Tax      17      (206)     (189)
  Portion Expected to be Reclassified to Net             
    Income During the Next Twelve Months      17      (60)    (43)
                          

  Impact of Cash Flow Hedges on the Condensed Balance Sheet 
  December 31, 2013 
                        
          Commodity   Interest Rate   Total 

          (in thousands) 

  Hedging Assets (a)   $  79 $  - $  79 
  Hedging Liabilities (a)      59    -    59 
  AOCI Gain (Loss) Net of Tax      23      (222)     (199)
  Portion Expected to be Reclassified to Net             
    Income During the Next Twelve Months      23      (60)    (37)
 

(a) Hedging Assets and Hedging Liabilities are included in Risk Management Assets and Liabilities on 
KPCo’s condensed balance sheets. 

 
The actual amounts that KPCo reclassifies from Accumulated Other Comprehensive Income (Loss) to Net Income 
can differ from the estimate above due to market price changes.  As of March 31, 2014, the maximum length of time 
that KPCo is hedging (with contracts subject to the accounting guidance for “Derivatives and Hedging”) its 
exposure to variability in future cash flows related to forecasted transactions was 2 months. 
 
Credit Risk 
 
AEPSC, on behalf of KPCo, limits credit risk in KPCo’s wholesale marketing and trading activities by assessing the 
creditworthiness of potential counterparties before entering into transactions with them and continuing to evaluate 
their creditworthiness on an ongoing basis.  AEPSC, on behalf of KPCo, uses Moody’s, Standard and Poor’s and 
current market-based qualitative and quantitative data as well as financial statements to assess the financial health of 
counterparties on an ongoing basis.   
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When AEPSC, on behalf of KPCo, uses standardized master agreements, these agreements may include collateral 
requirements.  These master agreements facilitate the netting of cash flows associated with a single counterparty.  
Cash, letters of credit and parental/affiliate guarantees may be obtained as security from counterparties in order to 
mitigate credit risk.  The collateral agreements require a counterparty to post cash or letters of credit in the event an 
exposure exceeds the established threshold.  The threshold represents an unsecured credit limit which may be 
supported by a parental/affiliate guaranty, as determined in accordance with AEP’s credit policy.  In addition, 
collateral agreements allow for termination and liquidation of all positions in the event of a failure or inability to 
post collateral. 
 

Collateral Triggering Events 

 
Under the tariffs of the RTOs and Independent System Operators (ISOs) and a limited number of derivative and 
non-derivative contracts primarily related to competitive retail auction loads, KPCo is obligated to post an additional 
amount of collateral if certain credit ratings decline below investment grade.  The amount of collateral required 
fluctuates based on market prices and total exposure.  On an ongoing basis, AEP’s risk management organization 
assesses the appropriateness of these collateral triggering items in contracts.  KPCo has not experienced a 
downgrade below investment grade.  The following table represents: (a) KPCo’s fair value of such derivative 
contracts, (b) the amount of collateral KPCo would have been required to post for all derivative and non-derivative 
contracts if the credit ratings had declined below investment grade and (c) how much was attributable to RTO and 
ISO activities as of March 31, 2014 and December 31, 2013: 
 
      March 31, December 31, 

      2014  2013  

      (in thousands) 

  Liabilities for Derivative Contracts with Credit Downgrade Triggers   $  57 $  118 

  Amount of Collateral KPCo Would Have Been Required to Post      1,079  565 

  Amount Attributable to RTO and ISO Activities      981  522 

 

In addition, a majority of KPCo’s non-exchange traded commodity contracts contain cross-default provisions that, if 
triggered, would permit the counterparty to declare a default and require settlement of the outstanding payable.  
These cross-default provisions could be triggered if there was a non-performance event by Parent or the obligor 
under outstanding debt or a third party obligation in excess of $50 million.  On an ongoing basis, AEP’s risk 
management organization assesses the appropriateness of these cross-default provisions in the contracts.  The 
following table represents: (a) the fair value of these derivative liabilities subject to cross-default provisions prior to 
consideration of contractual netting arrangements, (b) the amount this exposure has been reduced by cash collateral 
posted by KPCo and (c) if a cross-default provision would have been triggered, the settlement amount that would be 
required after considering KPCo’s contractual netting arrangements as of March 31, 2014 and December 31, 2013: 
 
      March 31, December 31, 

      2014  2013  

      (in thousands) 

  Liabilities for Contracts with Cross Default Provisions Prior to Contractual             

     Netting Arrangements   $  3,366 $  4,039 

  Amount of Cash Collateral Posted      -  - 

  Additional Settlement Liability if Cross Default Provision is Triggered      2,644  3,817 

 
9.  FAIR VALUE MEASUREMENTS 
 
Fair Value Hierarchy and Valuation Techniques 
 
The accounting guidance for “Fair Value Measurements and Disclosures” establishes a fair value hierarchy that 
prioritizes the inputs used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted prices 
in active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to unobservable 
inputs (Level 3 measurement).  Where observable inputs are available for substantially the full term of the asset or 
liability, the instrument is categorized in Level 2.  When quoted market prices are not available, pricing may be 
completed using comparable securities, dealer values, operating data and general market conditions to determine fair 
value.  Valuation models utilize various inputs such as commodity, interest rate and, to a lesser degree, volatility and 
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credit that include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or 
similar assets or liabilities in inactive markets, market corroborated inputs (i.e. inputs derived principally from, or 
correlated to, observable market data) and other observable inputs for the asset or liability.  The amount of risk taken 
is determined by the Commercial Operations and Finance groups in accordance with established risk management 
policies as approved by the Finance Committee of AEP’s Board of Directors. The AEP System’s market risk 
oversight staff independently monitors the risk policies, procedures and risk levels and provides members of the 
Commercial Operations Risk Committee (Regulated Risk Committee) various daily, weekly and/or monthly reports 
regarding compliance with policies, limits and procedures.  The Regulated Risk Committee consists of AEPSC’s 
Chief Operating Officer, Chief Financial Officer, Executive Vice President of Generation, Senior Vice President of 
Commercial Operations and Chief Risk Officer.  
 
For commercial activities, exchange traded derivatives, namely futures contracts, are generally fair valued based on 
unadjusted quoted prices in active markets and are classified as Level 1.  Level 2 inputs primarily consist of OTC 
broker quotes in moderately active or less active markets, as well as exchange traded contracts where there is 
insufficient market liquidity to warrant inclusion in Level 1.  Management verifies price curves using these broker 
quotes and classifies these fair values within Level 2 when substantially all of the fair value can be corroborated.  
Management typically obtains multiple broker quotes, which are nonbinding in nature, but are based on recent trades 
in the marketplace.  When multiple broker quotes are obtained, the quoted bid and ask prices are averaged.  In 
certain circumstances, a broker quote may be discarded if it is a clear outlier.  Management uses a historical 
correlation analysis between the broker quoted location and the illiquid locations.  If the points are highly correlated, 
these locations are included within Level 2 as well.  Certain OTC and bilaterally executed derivative instruments are 
executed in less active markets with a lower availability of pricing information.  Illiquid transactions, complex 
structured transactions, FTRs and counterparty credit risk may require nonmarket based inputs.  Some of these 
inputs may be internally developed or extrapolated and utilized to estimate fair value.  When such inputs have a 
significant impact on the measurement of fair value, the instrument is categorized as Level 3.  The main driver of the 
contracts being classified as Level 3 is the inability to substantiate energy price curves in the market.  A significant 
portion of the Level 3 instruments have been economically hedged which greatly limits potential earnings volatility. 
 
Fair Value Measurements of Long-term Debt 
 
The fair values of Long-term Debt are based on quoted market prices, without credit enhancements, for the same or 
similar issues and the current interest rates offered for instruments with similar maturities classified as Level 2 
measurement inputs.  These instruments are not marked-to-market.  The estimates presented are not necessarily 
indicative of the amounts that could be realized in a current market exchange. 
 
The book values and fair values of KPCo’s Long-term Debt as of March 31, 2014 and December 31, 2013 are 
summarized in the following table: 
 
      March 31, 2014   December 31, 2013 

      Book Value   Fair Value   Book Value   Fair Value 

      (in thousands) 
  Long-term Debt   $  749,430   $  860,557   $  749,389   $  841,594 
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Fair Value Measurements of Financial Assets and Liabilities 

 

The following tables set forth, by level within the fair value hierarchy, KPCo’s financial assets and liabilities that 
were accounted for at fair value on a recurring basis as of March 31, 2014 and December 31, 2013.  As required by 
the accounting guidance for “Fair Value Measurements and Disclosures,” financial assets and liabilities are 
classified in their entirety based on the lowest level of input that is significant to the fair value measurement.  
Management’s assessment of the significance of a particular input to the fair value measurement requires judgment 
and may affect the valuation of fair value assets and liabilities and their placement within the fair value hierarchy 
levels.  There have not been any significant changes in management’s valuation techniques. 
 

Assets and Liabilities Measured at Fair Value on a Recurring Basis 
March 31, 2014 

                        
      Level 1   Level 2   Level 3   Other   Total 

Assets: (in thousands) 

            
Risk Management Assets             

Risk Management Commodity Contracts (a) (b) $  81 $  9,058 $  2,087 $  (4,112)  $  7,114 
Cash Flow Hedges:             
  Commodity Hedges (a)    -    46    -    (3)     43 

Total Risk Management Assets  $  81 $  9,104 $  2,087 $  (4,115)  $  7,157 

                
Liabilities:           
                

Risk Management Liabilities           

Risk Management Commodity Contracts (a) (b) $  63   $  6,205 $  637 $  (4,385)  $  2,520 
Cash Flow Hedges:               
  Commodity Hedges (a)    -      18    -    (3)     15 

Total Risk Management Liabilities  $  63 $  6,223 $  637 $  (4,388)  $  2,535 

 
Assets and Liabilities Measured at Fair Value on a Recurring Basis 

December 31, 2013 

                        
      Level 1   Level 2   Level 3   Other   Total 

Assets: (in thousands) 

            
Risk Management Assets             

Risk Management Commodity Contracts (a) (b) $  170 $  11,168 $  2,487 $  (6,064)  $  7,761 
Cash Flow Hedges:             
  Commodity Hedges (a)    -    85    -    (6)     79 

Total Risk Management Assets  $  170 $  11,253 $  2,487 $  (6,070)  $  7,840 

                
Liabilities:           
                

Risk Management Liabilities           

Risk Management Commodity Contracts (a) (b) $  144   $  10,092 $  316 $  (6,678)  $  3,874 
Cash Flow Hedges:               
  Commodity Hedges (a)    -      65    -    (6)     59 

Total Risk Management Liabilities  $  144 $  10,157 $  316 $  (6,684)  $  3,933 

 

(a) Amounts in “Other” column primarily represent counterparty netting of risk management and hedging 
contracts and associated cash collateral under the accounting guidance for “Derivatives and Hedging.” 

(b) Substantially comprised of power contracts. 

 

There were no transfers between Level 1 and Level 2 during the three months ended March 31, 2014 and 2013. 
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The following tables set forth a reconciliation of changes in the fair value of net trading derivatives and other 
investments classified as Level 3 in the fair value hierarchy: 
 
        Net Risk Management 

  Three Months Ended March 31, 2014   Assets (Liabilities) 

        (in thousands) 

  Balance as of December 31, 2013   $  2,171 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      5,374 

  Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     

    Relating to Assets Still Held at the Reporting Date (a)      - 

  Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income      - 

  Purchases, Issuances and Settlements (c)      (5,913)

  Transfers into Level 3 (d) (e)      (786)

  Transfers out of Level 3 (e) (f)      (1)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      605 

  Balance as of March 31, 2014   $  1,450 

 
        Net Risk Management 

  Three Months Ended March 31, 2013   Assets (Liabilities) 

        (in thousands) 
  Balance as of December 31, 2012   $  2,199 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      (297)

  Unrealized Gain (Loss) Included in Net Income (or Changes in Net Assets)     

    Relating to Assets Still Held at the Reporting Date (a)      - 

  Realized and Unrealized Gains (Losses) Included in Other Comprehensive Income      - 

  Purchases, Issuances and Settlements (c)      55 

  Transfers into Level 3 (d) (e)      126 

  Transfers out of Level 3 (e) (f)      (107)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      (172)

  Balance as of March 31, 2013   $  1,804 

 
 (a) Included in revenues on KPCo’s condensed statements of income. 

 (b) Represents the change in fair value between the beginning of the reporting period and the settlement of the risk 
management commodity contract. 

 (c) Represents the settlement of risk management commodity contracts for the reporting period. 

 (d) Represents existing assets or liabilities that were previously categorized as Level 2. 

 (e) Transfers are recognized based on their value at the beginning of the reporting period that the transfer occurred. 

 (f) Represents existing assets or liabilities that were previously categorized as Level 3. 

 (g) Relates to the net gains (losses) of those contracts that are not reflected on KPCo’s condensed statements of income.  
These net gains (losses) are recorded as regulatory liabilities/assets. 
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The following tables quantify the significant unobservable inputs used in developing the fair value of Level 3 
positions as of March 31, 2014 and December 31, 2013: 
 
  Significant Unobservable Inputs 
  March 31, 2014 

                                    

    
  

Fair Value 
  

Valuation 
  

Significant   Forward Price Range 
    Assets   Liabilities Technique Unobservable Input (a)   Low   High 

      (in thousands)                     

  Energy Contracts   $  1,327   $  580   Discounted Cash Flow  Forward Market Price    $  13.34   $  59.60 
  FTRs      760      57   Discounted Cash Flow  Forward Market Price       (5.05)     9.17 

  Total   $  2,087   $  637   

              
  Significant Unobservable Inputs 
  December 31, 2013 
                                    
    

  
Fair Value 

  
Valuation 

  
Significant   Forward Price Range 

    Assets   Liabilities Technique Unobservable Input (a)   Low   High 

      (in thousands)                     

  Energy Contracts   $  1,924   $  198   Discounted Cash Flow  Forward Market Price    $  13.04   $  80.50 
  FTRs      563      118   Discounted Cash Flow  Forward Market Price       (5.10)     10.44 

  Total   $  2,487   $  316   

 
(a) Represents market prices in dollars per MWh. 

 
10.  INCOME TAXES 

 

AEP System Tax Allocation Agreement 
 
KPCo joins in the filing of a consolidated federal income tax return with its affiliates in the AEP System.  The 
allocation of the AEP System’s current consolidated federal income tax to the AEP System companies allocates the 
benefit of current tax losses to the AEP System companies giving rise to such losses in determining their current tax 
expense.  The tax benefit of the Parent is allocated to its subsidiaries with taxable income.  With the exception of the 
loss of the Parent, the method of allocation reflects a separate return result for each company in the consolidated 
group. 
 
Federal and State Income Tax Audit Status 
 
The IRS examination of years 2009 and 2010 started in October 2011 and was completed in the second quarter of 
2013.  The IRS examination of years 2011 and 2012 started in April 2014.  Although the outcome of tax audits is 
uncertain, in management’s opinion, adequate provisions for federal income taxes have been made for potential 
liabilities resulting from such matters.  In addition, KPCo accrues interest on these uncertain tax positions.  
Management is not aware of any issues for open tax years that upon final resolution are expected to materially 
impact net income. 
 
KPCo and other AEP subsidiaries file income tax returns in various state and local jurisdictions.  These taxing 
authorities routinely examine the tax returns.  KPCo and other AEP subsidiaries are currently under examination in 
several state and local jurisdictions.  However, it is possible that previously filed tax returns have positions that may 
be challenged by these tax authorities.  Management believes that adequate provisions for income taxes have been 
made for potential liabilities resulting from such challenges and that the ultimate resolution of these audits will not 
materially impact net income.  KPCo is no longer subject to state or local income tax examinations by tax 
authorities for years before 2009. 
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11.  FINANCING ACTIVITIES 
 
Long-term Debt 

 
KPCo did not have any long-term debt issuances or retirements during the first three months of 2014. 
 
Dividend Restrictions 
 
KPCo pays dividends to Parent provided funds are legally available.  Various financing arrangements and regulatory 
requirements may impose certain restrictions on the ability of KPCo to transfer funds to Parent in the form of 
dividends. 
 
Federal Power Act 

 

The Federal Power Act prohibits KPCo from participating “in the making or paying of any dividends of such public 
utility from any funds properly included in capital account.”  The term “capital account” is not defined in the 
Federal Power Act or its regulations.  Management understands “capital account” to mean the book value of the 
common stock.  This restriction does not limit the ability of KPCo to pay dividends out of retained earnings. 
 
Leverage Restrictions 

 
Pursuant to the credit agreement leverage restrictions, KPCo must maintain a percentage of debt to total 
capitalization at a level that does not exceed 67.5%. 
 
Utility Money Pool – AEP System 
 
The AEP System uses a corporate borrowing program to meet the short-term borrowing needs of AEP’s 
subsidiaries.  The corporate borrowing program includes a Utility Money Pool, which funds AEP’s utility 
subsidiaries.  The AEP System Utility Money Pool operates in accordance with the terms and conditions of the AEP 
System Utility Money Pool agreement filed with the FERC.  The amounts of outstanding borrowings from the 
Utility Money Pool as of March 31, 2014 and December 31, 2013 are included in Advances from Affiliates on 
KPCo’s condensed balance sheets.  KPCo’s Utility Money Pool activity and corresponding authorized borrowing 
limits for the three months ended March 31, 2014 are described in the following table: 
 
  Maximum   Maximum   Average   Average   Borrowings   Authorized 
  Borrowings   Loans    Borrowings   Loans    from the Utility   Short-Term 
  from the Utility   to the Utility   from the Utility   to the Utility   Money Pool as of   Borrowing 
  Money Pool   Money Pool   Money Pool   Money Pool   March 31, 2014   Limit 

  (in thousands) 
  $  50,366   $  50,332   $  20,343   $  34,026   $  49,404   $  250,000 

 
Maximum, minimum and average interest rates for funds either borrowed from or loaned to the Utility Money Pool 
for the three months ended March 31, 2014 and 2013 are summarized in the following table: 
 
    Maximum   Minimum   Maximum   Minimum   Average   Average 

    Interest Rate   Interest Rate   Interest Rate   Interest Rate   Interest Rate   Interest Rate 

    for Funds   for Funds   for Funds   for Funds   for Funds   for Funds 

Three Months   Borrowed   Borrowed   Loaned   Loaned   Borrowed   Loaned 

Ended   from the Utility   from the Utility 

  

to the Utility   to the Utility   from the Utility   to the Utility 

March 31,   Money Pool   Money Pool Money Pool   Money Pool   Money Pool   Money Pool 

2014     0.33 %    0.28 %    0.33 %    0.28 %    0.31 %    0.32 % 

2013     0.43 %    0.35 %    0.36 %    0.36 %    0.38 %    0.36 % 
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Sale of Receivables – AEP Credit 
 
Under a sale of receivables arrangement, KPCo sells, without recourse, certain of its customer accounts receivable 
and accrued unbilled revenue balances to AEP Credit and is charged a fee based on AEP Credit’s financing costs, 
administrative costs and uncollectible accounts experience for KPCo’s receivables.  The costs of customer accounts 
receivable sold are reported in Other Operation expense on KPCo’s condensed statements of income.  KPCo 
manages and services its accounts receivable sold. 
 
AEP Credit's receivables securitization agreement provides a commitment of $700 million from bank conduits to 
purchase receivables.  A commitment of $385 million expires in June 2014.  The remaining commitment of $315 
million expires in June 2015.  AEP Credit intends to extend or replace the agreement expiring in June 2014 on or 
before its maturity. 
 
KPCo’s amount of accounts receivable and accrued unbilled revenues sold under the sale of receivables agreement 
was $60 million and $43 million as of March 31, 2014 and December 31, 2013, respectively. 
 
The fees paid by KPCo to AEP Credit for customer accounts receivable sold for the three months ended March 31, 
2014 and 2013 were $763 thousand and $520 thousand, respectively. 
 
KPCo’s proceeds on the sale of receivables to AEP Credit for the three months ended March 31, 2014 and 2013 
were $179 million and $140 million, respectively. 
 
12.  VARIABLE INTEREST ENTITIES 

 
The accounting guidance for “Variable Interest Entities” is a consolidation model that considers if a company has a 
controlling financial interest in a VIE.  A controlling financial interest will have both (a) the power to direct the 
activities of a VIE that most significantly impact the VIE’s economic performance and (b) the obligation to absorb 
losses of the VIE that could potentially be significant to the VIE or the right to receive benefits from the VIE that 
could potentially be significant to the VIE.  Entities are required to consolidate a VIE when it is determined that they 
have a controlling financial interest in a VIE and therefore, are the primary beneficiary of that VIE, as defined by the 
accounting guidance for “Variable Interest Entities.”  In determining whether KPCo is the primary beneficiary of a 
VIE, management considers factors such as equity at risk, the amount of the VIE’s variability KPCo absorbs, 
guarantees of indebtedness, voting rights including kick-out rights, the power to direct the VIE, variable interests 
held by related parties and other factors.  Management believes that significant assumptions and judgments were 
applied consistently.  KPCo is not the primary beneficiary of any VIE and has not provided financial or other 
support to any VIE that was not previously contractually required. 
 
AEPSC provides certain managerial and professional services to AEP’s subsidiaries.  AEP is the sole equity owner 
of AEPSC.  AEP management controls the activities of AEPSC.  The costs of the services are based on a direct 
charge or on a prorated basis and billed to the AEP subsidiary companies at AEPSC’s cost.  AEP subsidiaries have 
not provided financial or other support outside the reimbursement of costs for services rendered.  AEPSC finances 
its operations through cost reimbursement from other AEP subsidiaries.  There are no other terms or arrangements 
between AEPSC and any of the AEP subsidiaries that could require additional financial support from an AEP 
subsidiary or expose them to losses outside of the normal course of business.  AEPSC and its billings are subject to 
regulation by the FERC.  AEP subsidiaries are exposed to losses to the extent they cannot recover the costs of 
AEPSC through their normal business operations.  AEP subsidiaries are considered to have a significant interest in 
AEPSC due to their activity in AEPSC’s cost reimbursement structure.  However, AEP subsidiaries do not have 
control over AEPSC.  AEPSC is consolidated by AEP.  In the event AEPSC would require financing or other 
support outside the cost reimbursement billings, this financing would be provided by AEP.  KPCo’s total billings 
from AEPSC for the three months ended March 31, 2014 and 2013 were $13 million and $7 million, respectively.  
The carrying amount of liabilities associated with AEPSC as of March 31, 2014 and December 31, 2013 was $5 
million and $4 million, respectively.  Management estimates the maximum exposure of loss to be equal to the 
amount of such liability. 
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AEGCo, a wholly-owned subsidiary of AEP, is consolidated by AEP.  AEGCo owns a 50% ownership interest in 
Rockport Plant, Unit 1 and leases a 50% interest in Rockport Plant, Unit 2.  AEGCo sells all the output from the 
Rockport Plant to I&M and KPCo.  AEP has agreed to provide AEGCo with the funds necessary to satisfy all of the 
debt obligations of AEGCo.  KPCo is considered to have a significant interest in AEGCo due to its transactions.  
KPCo is exposed to losses to the extent it cannot recover the costs of AEGCo through its normal business 
operations.  Due to AEP management’s control over AEGCo, KPCo is not considered the primary beneficiary of 
AEGCo.  In the event AEGCo would require financing or other support outside the billings to KPCo, this financing 
would be provided by AEP.  Total billings from AEGCo for the three months ended March 31, 2014 and 2013 were 
$30 million and $25 million, respectively.  The carrying amount of liabilities associated with AEGCo as of March 
31, 2014 and December 31, 2013 was $11 million and $11 million, respectively.  Management estimates the 
maximum exposure of loss to be equal to the amount of such liability. 
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GLOSSARY OF TERMS 
 

When the following terms and abbreviations appear in the text of this report, they have the meanings 

indicated below. 
 

Term  Meaning 

   
AEGCo  AEP Generating Company, an AEP electric utility subsidiary. 
AEP or Parent  American Electric Power Company, Inc., an electric utility holding company. 
AEP Credit  AEP Credit, Inc., a consolidated variable interest entity of AEP which securitizes 

accounts receivable and accrued utility revenues for affiliated electric utility 
companies. 

AEP East Companies  APCo, I&M, KPCo and OPCo. 

AEP System  American Electric Power System, an integrated electric utility system, owned and 
operated by AEP’s electric utility subsidiaries. 

AEPSC  American Electric Power Service Corporation, an AEP service subsidiary providing 
management and professional services to AEP and its subsidiaries. 

AOCI  Accumulated Other Comprehensive Income. 

APCo  Appalachian Power Company, an AEP electric utility subsidiary. 

ASU  Accounting Standards Update. 

CWIP  Construction Work in Progress. 

FASB  Financial Accounting Standards Board. 

FERC  Federal Energy Regulatory Commission. 

FGD  Flue Gas Desulfurization or scrubbers. 

FTR  Financial Transmission Right, a financial instrument that entitles the holder to receive 
compensation for certain congestion-related transmission charges that arise 
when the power grid is congested resulting in differences in locational prices. 

GAAP  Accounting Principles Generally Accepted in the United States of America. 

I&M  Indiana Michigan Power Company, an AEP electric utility subsidiary. 

IRS  Internal Revenue Service. 

KPCo  Kentucky Power Company, an AEP electric utility subsidiary. 

KPSC  Kentucky Public Service Commission. 

MMBtu  Million British Thermal Units. 

MTM  Mark-to-Market. 

MW  Megawatt. 

MWh  Megawatthour. 

OPCo  Ohio Power Company, an AEP electric utility subsidiary. 

OPEB  Other Postretirement Benefit Plans. 

OTC  Over the counter. 

PJM  Pennsylvania – New Jersey – Maryland regional transmission organization. 

Risk Management Contracts  Trading and nontrading derivatives, including those derivatives designated as cash 
flow and fair value hedges. 

Rockport Plant  A generation plant, consisting of two 1,310 MW coal-fired generating units near 
Rockport, Indiana.  AEGCo and I&M jointly-own Unit 1.  In 1989, AEGCo 
and I&M entered into a sale-and-leaseback transaction with Wilmington Trust 
Company, an unrelated, unconsolidated trustee for Rockport Plant, Unit 2.  

RTO  Regional Transmission Organization, responsible for moving electricity over large 
interstate areas. 

SIA  System Integration Agreement, effective June 15, 2000, as amended, provides 
contractual basis for coordinated planning, operation and maintenance of the 
power supply sources of the combined AEP. 

Utility Money Pool  Centralized funding mechanism AEP uses to meet the short-term cash requirements of 
certain utility subsidiaries. 

VIE  Variable Interest Entity. 

WVPSC  Public Service Commission of West Virginia. 
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  KENTUCKY POWER COMPANY 
  CONDENSED STATEMENTS OF INCOME 
  For the Three and Six Months Ended June 30, 2014 and 2013 
  (in thousands) 
  (Unaudited) 
    

        Three Months Ended   Six Months Ended 

      June 30,   June 30, 

      2014    2013    2014    2013  

  REVENUES                   

  Electric Generation, Transmission and Distribution   $  205,104   $  159,960    $  432,735   $  361,275 

  Sales to AEP Affiliates      1,275    21,439     6,690    50,636 

  Other Revenues      184      150       268      282 

  TOTAL REVENUES      206,563      181,549       439,693      412,193 

                       
  EXPENSES                  

  Fuel and Other Consumables Used for Electric Generation      79,606      37,802       151,968      112,482 

  Purchased Electricity for Resale       2,057      2,940       5,170      6,310 

  Purchased Electricity from AEP Affiliates      27,938      59,418       59,360      115,908 

  Other Operation      18,940      16,962       38,805      35,295 

  Maintenance      17,724      18,451       36,366      35,534 

  Depreciation and Amortization      23,033      22,662       46,555      45,771 

  Taxes Other Than Income Taxes      5,287      5,100       10,590      10,072 

  TOTAL EXPENSES      174,585      163,335       348,814      361,372 

                     
  OPERATING INCOME      31,978      18,214       90,879      50,821 
                     
  Other Income (Expense):                  

  Interest Income      47      217       80      244 

  Allowance for Equity Funds Used During Construction      1,260      404       2,716      665 

  Interest Expense      (9,241)     (11,506)      (18,342)     (23,078)

                       
  INCOME BEFORE INCOME TAX EXPENSE      24,044      7,329       75,333      28,652 

                     
  Income Tax Expense      8,786      2,344       27,527      9,264 

                     
  NET INCOME   $  15,258   $  4,985    $  47,806   $  19,388 

                            
  The common stock of KPCo is wholly-owned by AEP.                         

                            

  See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Three and Six Months Ended June 30, 2014 and 2013 

(in thousands) 

(Unaudited) 

                            

      Three Months Ended   Six Months Ended 

      June 30,   June 30, 

      2014    2013    2014    2013  

Net Income   $  15,258 $  4,985 $  47,806   $  19,388 

                

OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAXES             

Cash Flow Hedges, Net of Tax of $1 and $12 for the Three Months Ended             

  June 30, 2014 and 2013, Respectively, and $4 and $106 for the Six             

  Months Ended June 30, 2014 and 2013, Respectively      (2)    (22)    8      196 

Amortization of Pension and OPEB Deferred Costs, Net of Tax of $62 and             

  $149 for the Three Months Ended June 30, 2014 and 2013, Respectively, and             

  $125 and $283 for the Six Months Ended June 30, 2014 and 2013, Respectively      116    277    233      525 

                

TOTAL OTHER COMPREHENSIVE INCOME      114    255    241      721 

                

TOTAL COMPREHENSIVE INCOME   $  15,372 $  5,240 $  48,047   $  20,109 

                
See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF CHANGES IN COMMON SHAREHOLDER'S EQUITY 

For the Six Months Ended June 30, 2014 and 2013 

(in thousands) 

(Unaudited) 

  
                      Accumulated     

                      Other     

          Common   Paid-in   Retained   Comprehensive     

         Stock   Capital   Earnings   Income (Loss)   Total 

TOTAL COMMON SHAREHOLDER'S                              

  EQUITY – DECEMBER 31, 2012   $  50,450   $  531,536   $  190,819   $  (19,994)  $  752,811 
                      
Capital Contribution from Parent          11,458              11,458 
Common Stock Dividends              (8,514)         (8,514)
Net Income                  19,388          19,388 
Other Comprehensive Income                  721      721 

TOTAL COMMON SHAREHOLDER'S                     
  EQUITY – JUNE 30, 2013   $  50,450   $  542,994   $  201,693   $  (19,273)  $  775,864 

                      
TOTAL COMMON SHAREHOLDER'S                     
  EQUITY – DECEMBER 31, 2013   $  50,450   $  614,648   $  179,691   $  (5,420)  $  839,369 

                                
Capital Contribution Returned to Parent            (100,000)                 (100,000)
Common Stock Dividends              (30,000)         (30,000)
Other Changes in Common Shareholder's Equity          2,812              2,812 
Net Income                  47,806          47,806 
Other Comprehensive Income                      241      241 
Pension and OPEB Adjustment Related to                    
  Kammer Plant                  (1,308)     (1,308)

TOTAL COMMON SHAREHOLDER'S                     

  EQUITY – JUNE 30, 2014   $  50,450   $  517,460   $  197,497   $  (6,487)  $  758,920 

                                
See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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  KENTUCKY POWER COMPANY 

  CONDENSED BALANCE SHEETS 

  ASSETS 

  June 30, 2014 and December 31, 2013 

  (in thousands) 

  (Unaudited) 

    
          June 30,   December 31, 
      2014    2013  

  CURRENT ASSETS             

  Cash and Cash Equivalents   $  828    $  743 
  Advances to Affiliates      49,348       - 
  Accounts Receivable:             
    Customers      20,290       17,889 
    Affiliated Companies      28,402       9,781 
    Accrued Unbilled Revenues      10       857 
    Miscellaneous      131       75 
    Allowance for Uncollectible Accounts      (29)      (78)

      Total Accounts Receivable       48,804       28,524 

  Fuel      24,900       92,313 
  Materials and Supplies      38,541       43,940 
  Risk Management Assets       5,389       4,356 
  Accrued Tax Benefits       35       5,249 
  Regulatory Asset for Under-Recovered Fuel Costs      10,175       - 
  Prepayments and Other Current Assets      3,467       3,284 

  TOTAL CURRENT ASSETS      181,487       178,409 

                
  PROPERTY, PLANT AND EQUIPMENT             

  Electric:             
    Generation      1,137,930       1,052,757 
    Transmission      512,624       507,844 
    Distribution      706,036       693,481 
  Other Property, Plant and Equipment (Including Plant to be Retired)      511,154       480,759 
  Construction Work in Progress      93,023       128,599 

  Total Property, Plant and Equipment      2,960,767       2,863,440 
  Accumulated Depreciation and Amortization      982,243       943,889 

  TOTAL PROPERTY, PLANT AND EQUIPMENT – NET      1,978,524       1,919,551 

                
  OTHER NONCURRENT ASSETS             

  Regulatory Assets      213,989       216,360 
  Long-term Risk Management Assets      1,639       3,484 
  Employee Benefits and Pension Assets      15,901       11,446 
  Deferred Charges and Other Noncurrent Assets       10,918       20,207 

  TOTAL OTHER NONCURRENT ASSETS      242,447       251,497 

                
  TOTAL ASSETS   $  2,402,458    $  2,349,457 

                
  See Condensed Notes to Condensed Financial Statements beginning on page 8. 

  

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1735 of 1829



6 
 

  KENTUCKY POWER COMPANY 

  CONDENSED BALANCE SHEETS 

  LIABILITIES AND COMMON SHAREHOLDER'S EQUITY 

  June 30, 2014 and December 31, 2013 

  (Unaudited) 

    

          June 30,   December 31, 
      2014    2013  

        (in thousands) 

  CURRENT LIABILITIES             

  Advances from Affiliates    $  -    $  8,564 
  Accounts Payable:          
    General      56,509       21,619 
    Affiliated Companies      26,676       39,171 
  Long-term Debt Due Within One Year – Nonaffiliated       265,000       - 
  Long-term Debt Due Within One Year – Affiliated       20,000       - 
  Risk Management Liabilities      884       1,828 
  Customer Deposits      24,986       25,211 
  Deferred Income Taxes      9,350       6,486 
  Accrued Taxes       32,458       20,801 
  Accrued Interest      6,627       6,678 
  Regulatory Liability for Over-Recovered Fuel Costs      -       2,851 
  Other Current Liabilities      22,652       19,411 

  TOTAL CURRENT LIABILITIES      465,142       152,620 

                
  NONCURRENT LIABILITIES             

  Long-term Debt – Nonaffiliated      529,472       729,389 
  Long-term Debt – Affiliated      -       20,000 
  Long-term Risk Management Liabilities      774       2,105 
  Deferred Income Taxes      544,514       549,672 
  Regulatory Liabilities and Deferred Investment Tax Credits      24,044       22,926 
  Employee Benefits and Pension Obligations      7,681       6,041 
  Deferred Credits and Other Noncurrent Liabilities      71,911       27,335 

  TOTAL NONCURRENT LIABILITIES      1,178,396       1,357,468 

                
  TOTAL LIABILITIES      1,643,538       1,510,088 

                
  Rate Matters (Note 4)             
  Commitments and Contingencies (Note 5)             
                
  COMMON SHAREHOLDER’S EQUITY             

  Common Stock – Par Value – $50 Per Share:             
    Authorized – 2,000,000 Shares            
    Outstanding – 1,009,000 Shares      50,450       50,450 
  Paid-in Capital      517,460       614,648 
  Retained Earnings      197,497       179,691 
  Accumulated Other Comprehensive Income (Loss)      (6,487)      (5,420)

  TOTAL COMMON SHAREHOLDER’S EQUITY      758,920       839,369 

                
  TOTAL LIABILITIES AND COMMON SHAREHOLDER'S EQUITY   $  2,402,458    $  2,349,457 

                
  See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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KENTUCKY POWER COMPANY 
CONDENSED STATEMENTS OF CASH FLOWS 

For the Six Months Ended June 30, 2014 and 2013 

(in thousands) 

(Unaudited) 

  
         Six Months Ended June 30, 

    2014    2013  

OPERATING ACTIVITIES     

Net Income   $  47,806   $  19,388 
Adjustments to Reconcile Net Income to Net Cash Flows from Operating         
  Activities:       
    Depreciation and Amortization    46,555    45,771 
    Deferred Income Taxes    (1,571)   8,236 
    Allowance for Equity Funds Used During Construction    (2,716)   (665)
    Mark-to-Market of Risk Management Contracts    (1,482)   1,208 
    Pension Contributions to Qualified Plan Trust     (1,923)   - 
    Property Taxes    7,076    6,794 
    Fuel Over/Under-Recovery, Net    (13,026)   (6,355)
    Change in Other Noncurrent Assets    1,203    (1,219)
    Change in Other Noncurrent Liabilities    2,592    3,063 
    Changes in Certain Components of Working Capital:         
      Accounts Receivable, Net    (20,280)   22,962 
      Fuel, Materials and Supplies    72,812    20,034 
      Accounts Payable    9,211    (35,956)
      Accrued Taxes, Net     17,089    (4,167)
      Accrued Interest    (50)   (592)
      Other Current Assets    (426)   2,691 
      Other Current Liabilities    3,180    (6,479)

Net Cash Flows from Operating Activities    166,050    74,714 

          
INVESTING ACTIVITIES         

Construction Expenditures    (44,812)   (65,091)
Change in Advances to Affiliates, Net    (49,348)   (4,600)
Acquisitions of Assets    (1,030)   (55)
Proceeds from Sales of Assets    166    5,448 
Other Investing Activities    248    - 

Net Cash Flows Used for Investing Activities    (94,776)   (64,298)

          
FINANCING ACTIVITIES         

Capital Contribution from (Returned to) Parent    (100,000)   11,458 
Issuance of Long-term Debt – Nonaffiliated     64,780    - 
Change in Advances from Affiliates, Net    (8,564)   (13,359)
Principal Payments for Capital Lease Obligations    (1,489)   (671)
Dividends Paid on Common Stock    (30,000)   (8,514)
Other Financing Activities    4,084    234 

Net Cash Flows Used for Financing Activities    (71,189)   (10,852)

          
Net Increase (Decrease) in Cash and Cash Equivalents    85    (436)
Cash and Cash Equivalents at Beginning of Period    743    1,482 

Cash and Cash Equivalents at End of Period   $  828   $  1,046 

          
SUPPLEMENTARY INFORMATION         

Cash Paid for Interest, Net of Capitalized Amounts   $  17,891   $  23,083 
Net Cash Paid for Income Taxes    5,788    5,969 
Noncash Acquisitions Under Capital Leases    1,252    848 
Construction Expenditures Included in Current Liabilities as of June 30,    20,184    20,698 
      
See Condensed Notes to Condensed Financial Statements beginning on page 8. 
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1.  SIGNIFICANT ACCOUNTING MATTERS 

 

General 

 
The unaudited condensed financial statements and footnotes were prepared in accordance with GAAP for interim 
financial information.  Accordingly, they do not include all of the information and footnotes required by GAAP for 
complete annual financial statements. 
 
In the opinion of management, the unaudited condensed interim financial statements reflect all normal and recurring 
accruals and adjustments necessary for a fair presentation of the net income, financial position and cash flows for the 
interim periods.  Net income for the three and six months ended June 30, 2014 is not necessarily indicative of results 
that may be expected for the year ending December 31, 2014.  The condensed financial statements are unaudited and 
should be read in conjunction with the audited 2013 financial statements and notes thereto, which are included in 
KPCo’s 2013 Annual Report. 
 
Management reviewed subsequent events through July 25, 2014, the date that the second quarter 2014 report was 
issued. 
 
Revenue Recognition 
  
Electricity Supply and Delivery Activities – Transactions with PJM 

 
Revenues are recognized from retail and wholesale electricity sales and electricity transmission and distribution 
delivery services.  KPCo recognizes the revenues on the statements of income upon delivery of the energy to the 
customer and includes unbilled as well as billed amounts. 
 
KPCo sells power produced at its generation plants to PJM and purchases power from PJM to supply its retail load.  
These power sales and purchases for retail load are netted hourly for financial reporting purposes.  On an hourly net 
basis, KPCo records sales of power to PJM in excess of purchases of power from PJM as revenues on the statements 
of income.  Also, on an hourly net basis, KPCo records purchases of power from PJM to serve retail load in excess 
of sales of power to PJM as Purchased Electricity for Resale on the statements of income.  Upon termination of the 
Interconnection Agreement in 2014, KPCo manages and accounts for its purchases and sales with PJM individually 
based on market prices. 
 
Asset Retirement Obligations (ARO) 
 
KPCo records ARO in accordance with the accounting guidance for “Asset Retirement and Environmental 
Obligations” for the retirement of certain ash disposal facilities and asbestos removal.  KPCo has identified, but not 
recognized, ARO liabilities related to electric transmission and distribution assets, as a result of certain easements on 
property on which assets are owned.  Generally, such easements are perpetual and require only the retirement and 
removal of assets upon the cessation of the property’s use.  The retirement obligation is not estimable for such 
easements since KPCo plans to use its facilities indefinitely.  The retirement obligation would only be recognized if 
and when KPCo abandons or ceases the use of specific easements, which is not expected. 
 
The following is a reconciliation of the June 30, 2014 aggregate carrying amount of ARO for KPCo: 
 
       ARO as of           Revisions in  ARO as of   

       December 31,  Accretion  Liabilities  Liabilities  Cash Flow  June 30,   

     2013   Expense  Incurred  Settled  Estimates  2014    

       (in thousands)   

     $  20,526  $  652  $  42,578   $  (385) $  -  $  63,371 
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2.  NEW ACCOUNTING PRONOUNCEMENTS 

 

Upon issuance of final pronouncements, management reviews the new accounting literature to determine its 
relevance, if any, to KPCo’s business.  The following final pronouncements will impact the financial statements. 

 
ASU 2014-08 “Presentation of Financial Statements and Property, Plant and Equipment” (ASU 2014-08) 
 

In April 2014, the FASB issued ASU 2014-08 changing the presentation of discontinued operations on the 
statements of income and other requirements for reporting discontinued operations.  Under the new standard, a 
disposal of a component or a group of components of an entity is required to be reported in discontinued operations 
if the disposal represents a strategic shift that has (or will have) a major effect on an entity’s operations and financial 
results when the component meets the criteria to be classified as held-for-sale or is disposed.  The amendments in 
this update also require additional disclosures about discontinued operations and disposal of an individually 
significant component of an entity that does not qualify for discontinued operations.  This standard must be 
prospectively applied to all reporting periods presented in financial reports issued after the effective date.  Early 
adoption is permitted for disposals that have not been reported in financial statements previously issued or available 
for issuance. 
 
The new accounting guidance is effective for interim and annual periods beginning after December 15, 2014.  If 
applicable, this standard will change the presentation of financial statements but will not affect the calculation of net 
income, comprehensive income or earnings per share.  Management plans to adopt ASU 2014-08 effective 
January 1, 2015.  
 

ASU 2014-09 “Revenue from Contracts with Customers” (ASU 2014-09) 
 
In May 2014, the FASB issued ASU 2014-09 clarifying the method used to determine the timing and requirements 
for revenue recognition on the statements of income.  Under the new standard, an entity must identify the 
performance obligations in a contract, the transaction price and allocate the price to specific performance obligations 
to recognize the revenue when the obligation is completed.  The amendments in this update also require disclosure 
of sufficient information to allow users to understand the nature, amount, timing and uncertainty of revenue and 
cash flow arising from contracts.  This standard must be retrospectively applied to all reporting periods presented in 
financial reports issued after the effective date.   
 
The new accounting guidance is effective for interim and annual periods beginning after December 15, 2016.  Early 
adoption is not permitted.  As applicable, this standard may change the amount of revenue recognized in the income 
statements in each reporting period.  Management is analyzing the impact of this new standard and, at this time, 
cannot estimate the impact of adoption on revenue or net income.  Management plans to adopt ASU 2014-09 
effective January 1, 2017. 
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3.  COMPREHENSIVE INCOME 

 

Presentation of Comprehensive Income 

 
The following tables provide the components of changes in AOCI for the three and six months ended June 30, 2014 
and 2013.  All amounts in the following tables are presented net of related income taxes. 
 
  Changes in Accumulated Other Comprehensive Income (Loss) by Component 

  For the Three Months Ended June 30, 2014 

    

        Cash Flow Hedges             

              Interest Rate and   Pension       

        Commodity   Foreign Currency   and OPEB   Total 

        (in thousands) 

  Balance in AOCI as of March 31, 2014 $  17 $  (206) $  (6,412) $  (6,601)

  Change in Fair Value Recognized in AOCI    22      -      -      22 

  Amounts Reclassified from AOCI    (39)     15    116    92 

  Net Current Period Other                       

      Comprehensive Income    (17)     15    116    114 

  Balance in AOCI as of June 30, 2014 $  - $  (191) $  (6,296) $  (6,487)

              
  Changes in Accumulated Other Comprehensive Income (Loss) by Component 

  For the Three Months Ended June 30, 2013 

    

        Cash Flow Hedges             

              Interest Rate and   Pension       

        Commodity   Foreign Currency   and OPEB   Total 

        (in thousands) 

  Balance in AOCI as of March 31, 2013 $  76 $  (267) $  - $  (191)

  Change in Fair Value Recognized in AOCI    (22)     -      -      (22)

  Amounts Reclassified from AOCI    (15)     15    -    - 

  Net Current Period Other                       

      Comprehensive Income    (37)     15    -    (22)

  Balance in AOCI as of June 30, 2013 $  39 $  (252) $  - $  (213)

 
  Changes in Accumulated Other Comprehensive Income (Loss) by Component 

  For the Six Months Ended June 30, 2014 

    

        Cash Flow Hedges             

              Interest Rate and   Pension       

        Commodity   Foreign Currency   and OPEB   Total 

        (in thousands) 

  Balance in AOCI as of December 31, 2013 $  23 $  (222) $  (5,221) $  (5,420)

  Change in Fair Value Recognized in AOCI    348      -    -      348 

  Amounts Reclassified from AOCI    (371)     31    233    (107)

  Net Current Period Other                       

      Comprehensive Income    (23)     31    233    241 

  Pension and OPEB Adjustment Related to           

      Kammer Plant    -      -    (1,308)    (1,308)

  Balance in AOCI as of June 30, 2014 $  - $  (191) $  (6,296) $  (6,487)
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  Changes in Accumulated Other Comprehensive Income (Loss) by Component 

  For the Six Months Ended June 30, 2013 

    

        Cash Flow Hedges             

              Interest Rate and   Pension       

        Commodity   Foreign Currency   and OPEB   Total 

        (in thousands) 

  Balance in AOCI as of December 31, 2012 $  (127) $  (282) $  - $  (409)

  Change in Fair Value Recognized in AOCI    139      -    -      139 

  Amounts Reclassified from AOCI    27      30    -    57 

  Net Current Period Other                       

      Comprehensive Income    166      30    -    196 

  Balance in AOCI as of June 30, 2013 $  39 $  (252) $  - $  (213)

 
Reclassifications from Accumulated Other Comprehensive Income 

 
The following tables provide details of reclassifications from AOCI for the three and six months ended June 30, 
2014 and 2013.     
 
  Reclassifications from Accumulated Other Comprehensive Income (Loss) 
  For the Three Months Ended June 30, 2014 and 2013 
                    
          Amount of (Gain) Loss 

          Reclassified from AOCI 

          Three Months Ended June 30, 

          2014    2013  

  Gains and Losses on Cash Flow Hedges   (in thousands) 

  Commodity:   
      Electric Generation, Transmission and Distribution Revenues   $  - $  12 
      Purchased Electricity for Resale    (60)    (30)
      Other Operation Expense      -    (2)
      Property, Plant and Equipment      -    (2)

  Subtotal - Commodity    (60)    (22)

            
  Interest Rate and Foreign Currency:     
      Interest Expense    23    23 

  Subtotal - Interest Rate and Foreign Currency    23    23 

                    
  Reclassifications from AOCI, before Income Tax (Expense) Credit      (37)    1 
  Income Tax (Expense) Credit      (13)    1 

  Reclassifications from AOCI, Net of Income Tax (Expense) Credit      (24)     - 

                    
  Pension and OPEB             

  Amortization of Prior Service Cost (Credit)      (53)     - 
  Amortization of Actuarial (Gains)/Losses      232      - 

  Reclassifications from AOCI, before Income Tax (Expense) Credit      179      - 
  Income Tax (Expense) Credit      63      - 

  Reclassifications from AOCI, Net of Income Tax (Expense) Credit      116      - 

                    
  Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit   $  92   $  - 
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  Reclassifications from Accumulated Other Comprehensive Income (Loss) 
  For the Six Months Ended June 30, 2014 and 2013 
                    
          Amount of (Gain) Loss 

          Reclassified from AOCI 

          Six Months Ended June 30, 

          2014    2013  

  Gains and Losses on Cash Flow Hedges   (in thousands) 

  Commodity:   
      Electric Generation, Transmission and Distribution Revenues   $  - $  31 
      Purchased Electricity for Resale    (512)    24 
      Other Operation Expense      (3)    (5)
      Maintenance Expense    (5)    (2)
      Property, Plant and Equipment      (6)    (6)
      Regulatory Assets/(Liabilities), Net (a)      (43)    - 

  Subtotal - Commodity    (569)    42 

            
  Interest Rate and Foreign Currency:     
      Interest Expense    46    46 

  Subtotal - Interest Rate and Foreign Currency    46    46 

                    
  Reclassifications from AOCI, before Income Tax (Expense) Credit      (523)    88 
  Income Tax (Expense) Credit      (183)    31 

  Reclassifications from AOCI, Net of Income Tax (Expense) Credit      (340)     57 

                    
  Pension and OPEB             

  Amortization of Prior Service Cost (Credit)      (107)     - 
  Amortization of Actuarial (Gains)/Losses      466      - 

  Reclassifications from AOCI, before Income Tax (Expense) Credit      359      - 
  Income Tax (Expense) Credit      126      - 

  Reclassifications from AOCI, Net of Income Tax (Expense) Credit      233      - 

                    
  Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit   $  (107)  $  57 

 

(a) Represents realized gains and losses subject to regulatory accounting treatment recorded as either current or 
noncurrent on the condensed balance sheets. 
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4.  RATE MATTERS  
 

As discussed in KPCo’s 2013 Annual Report, KPCo is involved in rate and regulatory proceedings at the FERC and 
the KPSC.  The Rate Matters note within KPCo’s 2013 Annual Report should be read in conjunction with this report 
to gain a complete understanding of material rate matters still pending that could impact net income, cash flows and 
possibly financial condition.  The following discusses ratemaking developments in 2014 and updates KPCo’s 2013 
Annual Report. 
 
Regulatory Assets Pending Final Regulatory Approval 
               

          June 30,   December 31,    

          2014    2013    

  Noncurrent Regulatory Assets   (in thousands)  

                 
  Regulatory Assets Currently Not Earning a Return           
    Storm Related Costs   $  12,146   $  12,146   

  Total Regulatory Assets Pending Final Regulatory Approval   $  12,146   $  12,146   

 
If these costs are ultimately determined not to be recoverable, it could reduce future net income and cash flows and 
impact financial condition. 
 
Plant Transfer 
 

In December 2012, KPCo filed a request with the KPSC for approval to transfer at net book value to KPCo a one-
half interest in the Mitchell Plant, comprising 780 MW of average annual generating capacity.  KPCo also requested 
that costs related to the Big Sandy Plant, Unit 2 FGD project be established as a regulatory asset.  As of June 30, 
2014, the net book value of Big Sandy Plant, Unit 2 was $276 million, before cost of removal, including materials 
and supplies inventory and CWIP.   
 
In October 2013, the KPSC issued an order approving a modified settlement agreement between KPCo, Kentucky 
Industrial Utility Customers, Inc. and the Sierra Club.  The modified settlement approved the transfer of a one-half 
interest in the Mitchell Plant to KPCo at net book value on December 31, 2013 with the limitation that the net book 
value of the Mitchell Plant transfer not exceed the amount to be determined by a WVPSC order.  The WVPSC order 
was subsequently issued in December 2013, but the WVPSC deferred a decision on the transfer of the one-half 
interest in the Mitchell Plant to APCo.  The settlement also included the implementation of an Asset Transfer Rider 
to collect $44 million annually effective January 2014, subject to true-up, and allowed KPCo to retain any off-
system sales margins above the $15.3 million annual level in base rates.  Additionally, the settlement allows for 
KPCo to file a Certificate of Public Convenience and Necessity to convert Big Sandy Plant, Unit 1 to natural gas, 
provided the cost is approximately $60 million, and addressed potential greenhouse gas initiatives on the Mitchell 
Plant.  The settlement also approved recovery, including a return, of coal-related retirement costs related to Big 
Sandy Plant over 25 years when base rates are set in the next base rate case (no earlier than June 2015), but rejected 
KPCo’s request to defer FGD project costs for Big Sandy Plant, Unit 2.  In December 2013, the transfer of a one-
half interest in the Mitchell Plant to KPCo was completed.   
 
In December 2013, the Attorney General filed an appeal with the Franklin County Circuit Court.  In May 2014, 
KPCo's motion to dismiss the appeal was denied.  In May 2014, KPCo filed motions for reconsideration and 
clarification with the Franklin County Circuit Court.  In June 2014, the motion for reconsideration was denied but 
the motion to clarify was granted, thereby limiting the appeal to the issues of law presented in the Attorney General's 
appeal.  If any part of the KPSC order is overturned, it could reduce future net income and cash flows and impact 
financial condition.     
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5.  COMMITMENTS, GUARANTEES AND CONTINGENCIES 
 
KPCo is subject to certain claims and legal actions arising in its ordinary course of business.  In addition, KPCo’s 
business activities are subject to extensive governmental regulation related to public health and the environment.  
The ultimate outcome of such pending or potential litigation cannot be predicted.  For current proceedings not 
specifically discussed below, management does not anticipate that the liabilities, if any, arising from such 
proceedings would have a material effect on the financial statements.  The Commitments, Guarantees and 
Contingencies note within KPCo’s 2013 Annual Report should be read in conjunction with this report. 
 
GUARANTEES 
 

Liabilities for guarantees are recorded in accordance with the accounting guidance for “Guarantees.”  There is no 
collateral held in relation to any guarantees.  In the event any guarantee is drawn, there is no recourse to third parties 
unless specified below. 
 
Letter of Credit 
 
KPCo has $65 million of variable rate Pollution Control Bonds supported by a bilateral letter of credit for $66 
million.  The letter of credit matures in June 2017. 
 
Indemnifications and Other Guarantees 
 
Contracts 

 
KPCo enters into certain types of contracts which require indemnifications.  Typically these contracts include, but 
are not limited to, sale agreements, lease agreements, purchase agreements and financing agreements.  Generally, 
these agreements may include, but are not limited to, indemnifications around certain tax, contractual and 
environmental matters.  With respect to sale agreements, exposure generally does not exceed the sale price.  As of 
June 30, 2014, there were no material liabilities recorded for any indemnifications. 
 
KPCo is jointly and severally liable for activity conducted by AEPSC on behalf of the AEP East Companies related 
to power purchase and sale activity conducted pursuant to the SIA. 
 
Master Lease Agreements 

 
KPCo leases certain equipment under master lease agreements.  Under the lease agreements, the lessor is guaranteed 
a residual value up to a stated percentage of either the unamortized balance or the equipment cost at the end of the 
lease term.  If the actual fair value of the leased equipment is below the guaranteed residual value at the end of the 
lease term, KPCo is committed to pay the difference between the actual fair value and the residual value guarantee.  
Historically, at the end of the lease term the fair value has been in excess of the unamortized balance.  As of June 30, 
2014, the maximum potential loss for these lease agreements was approximately $1.1 million assuming the fair 
value of the equipment is zero at the end of the lease term.   
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6.  BENEFIT PLANS 
 

KPCo participates in an AEP sponsored qualified pension plan and an unfunded nonqualified pension plan.  
Substantially all of KPCo’s employees are covered by the qualified plan or both the qualified and nonqualified 
pension plans.  KPCo also participates in OPEB plans sponsored by AEP to provide health and life insurance 
benefits for retired employees. 
 
Components of Net Periodic Benefit Cost 
 
The following tables provide the components of KPCo’s net periodic benefit cost (credit) for the plans for the three 
and six months ended June 30, 2014 and 2013: 
 
      Other Postretirement 
  Pension Plans   Benefit Plans 

  Three Months Ended June 30,   Three Months Ended June 30, 
  2014    2013    2014    2013  

  (in thousands) 
Service Cost $  575   $  470   $  118   $  208 
Interest Cost    2,011      1,826      601      642 
Expected Return on Plan Assets    (2,419)     (2,563)     (1,059)     (1,031)
Amortization of Prior Service Cost (Credit)    14      15      (606)     (610)
Amortization of Net Actuarial Loss    1,116      1,650      186      588 

Net Periodic Benefit Cost (Credit) $  1,297   $  1,398   $  (760)  $  (203)

 
      Other Postretirement 
  Pension Plans   Benefit Plans 

  Six Months Ended June 30,   Six Months Ended June 30, 
  2014    2013    2014    2013  

  (in thousands) 
Service Cost $  1,150   $  940   $  236   $  416 
Interest Cost    4,021      3,653      1,202      1,285 
Expected Return on Plan Assets    (4,837)     (5,127)     (2,119)     (2,061)
Amortization of Prior Service Cost (Credit)    28      29      (1,212)     (1,221)
Amortization of Net Actuarial Loss    2,233      3,301      373      1,176 

Net Periodic Benefit Cost (Credit) $  2,595   $  2,796   $  (1,520)  $  (405)

 
7.  BUSINESS SEGMENTS 

 
KPCo has one reportable segment, an integrated electricity generation, transmission and distribution business.  
KPCo’s other activities are insignificant. 
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8.  DERIVATIVES AND HEDGING 

 

OBJECTIVES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS 
 
KPCo is exposed to certain market risks as a major power producer and marketer of wholesale electricity, natural 
gas, coal and emission allowances.  These risks include commodity price risk, interest rate risk, credit risk and, to a 
lesser extent, foreign currency exchange risk.  These risks represent the risk of loss that may impact KPCo due to 
changes in the underlying market prices or rates.  AEPSC, on behalf of KPCo, manages these risks using derivative 
instruments. 
 
STRATEGIES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS TO ACHIEVE OBJECTIVES 
 
Risk Management Strategies 
 
The strategy surrounding the use of derivative instruments primarily focuses on managing risk exposures, future 
cash flows and creating value utilizing both economic and formal hedging strategies.  The risk management 
strategies also include the use of derivative instruments for trading purposes, focusing on seizing market 
opportunities to create value driven by expected changes in the market prices of the commodities in which AEPSC 
transacts on behalf of KPCo.  To accomplish these objectives, AEPSC, on behalf of KPCo, primarily employs risk 
management contracts including physical and financial forward purchase-and-sale contracts and, to a lesser extent,  
OTC swaps and options.  Not all risk management contracts meet the definition of a derivative under the accounting 
guidance for “Derivatives and Hedging.”  Derivative risk management contracts elected normal under the normal 
purchases and normal sales scope exception are not subject to the requirements of this accounting guidance. 
 
AEPSC, on behalf of KPCo, enters into power, coal, natural gas, interest rate and, to a lesser extent, heating oil, 
gasoline and other commodity contracts to manage the risk associated with the energy business.  AEPSC, on behalf 
of KPCo, enters into interest rate derivative contracts in order to manage the interest rate exposure associated with 
KPCo’s commodity portfolio.  For disclosure purposes, such risks are grouped as “Commodity,” as these risks are 
related to energy risk management activities.  AEPSC, on behalf of KPCo, also engages in risk management of 
interest rate risk associated with debt financing and foreign currency risk associated with future purchase obligations 
denominated in foreign currencies.  The amount of risk taken is determined by the Commercial Operations and 
Finance groups in accordance with the established risk management policies as approved by the Finance Committee 
of AEP’s Board of Directors. 
 
The following table represents the gross notional volume of the KPCo’s outstanding derivative contracts as of June 
30, 2014 and December 31, 2013: 
 
  Notional Volume of Derivative Instruments 
                      

        Volume     

          June 30,     December 31,   Unit of 

        2014      2013    Measure 

        (in thousands)   

  Commodity:               
    Power      13,264      10,071   MWhs 
    Coal      246      2   Tons 
    Natural Gas      326      509   MMBtus 
    Heating Oil and Gasoline      213      261   Gallons 
    Interest Rate   $  1,653   $  2,615   USD 
 
Fair Value Hedging Strategies 

 
AEPSC, on behalf of KPCo, enters into interest rate derivative transactions as part of an overall strategy to manage 
the mix of fixed-rate and floating-rate debt.  Certain interest rate derivative transactions effectively modify KPCo’s 
exposure to interest rate risk by converting a portion of KPCo’s fixed-rate debt to a floating rate.  Provided specific 
criteria are met, these interest rate derivatives are designated as fair value hedges. 
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Cash Flow Hedging Strategies 
 
AEPSC, on behalf of KPCo, enters into and designates as cash flow hedges certain derivative transactions for the 
purchase and sale of power and natural gas (“Commodity”) in order to manage the variable price risk related to the 
forecasted purchase and sale of these commodities.  Management monitors the potential impacts of commodity price 
changes and, where appropriate, enters into derivative transactions to protect profit margins for a portion of future 
electricity sales and fuel or energy purchases.  KPCo does not hedge all commodity price risk.   
 
KPCo’s vehicle fleet is exposed to gasoline and diesel fuel price volatility.  AEPSC, on behalf of KPCo, enters into 
financial heating oil and gasoline derivative contracts in order to mitigate price risk of future fuel purchases.  Cash 
flow hedge accounting for these derivative contracts was discontinued effective March 31, 2014.  For disclosure 
purposes, these contracts were included with other hedging activities as “Commodity” as of December 31, 2013.  In 
March 2014, these contracts were grouped as “Commodity” with other risk management activities.  KPCo does not 
hedge all fuel price risk. 
 
AEPSC, on behalf of KPCo, enters into a variety of interest rate derivative transactions in order to manage interest 
rate risk exposure.  Some interest rate derivative transactions effectively modify exposure to interest rate risk by 
converting a portion of floating-rate debt to a fixed rate.  AEPSC, on behalf of KPCo, also enters into interest rate 
derivative contracts to manage interest rate exposure related to future borrowings of fixed-rate debt.  The forecasted 
fixed-rate debt offerings have a high probability of occurrence as the proceeds will be used to fund existing debt 
maturities and projected capital expenditures.  KPCo does not hedge all interest rate exposure. 
 
At times, KPCo is exposed to foreign currency exchange rate risks primarily when KPCo purchases certain fixed 
assets from foreign suppliers.  In accordance with AEP’s risk management policy, AEPSC, on behalf of KPCo, may 
enter into foreign currency derivative transactions to protect against the risk of increased cash outflows resulting 
from a foreign currency’s appreciation against the dollar.  KPCo does not hedge all foreign currency exposure. 
 
ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND THE IMPACT ON KPCo’s FINANCIAL 

STATEMENTS 

 
The accounting guidance for “Derivatives and Hedging” requires recognition of all qualifying derivative instruments 
as either assets or liabilities on the condensed balance sheets at fair value.  The fair values of derivative instruments 
accounted for using MTM accounting or hedge accounting are based on exchange prices and broker quotes.  If a 
quoted market price is not available, the estimate of fair value is based on the best information available including 
valuation models that estimate future energy prices based on existing market and broker quotes, supply and demand 
market data and assumptions.  In order to determine the relevant fair values of the derivative instruments, KPCo 
applies valuation adjustments for discounting, liquidity and credit quality. 
 
Credit risk is the risk that a counterparty will fail to perform on the contract or fail to pay amounts due.  Liquidity 
risk represents the risk that imperfections in the market will cause the price to vary from estimated fair value based 
upon prevailing market supply and demand conditions.  Since energy markets are imperfect and volatile, there are 
inherent risks related to the underlying assumptions in models used to fair value risk management contracts.  
Unforeseen events may cause reasonable price curves to differ from actual price curves throughout a contract’s term 
and at the time a contract settles.  Consequently, there could be significant adverse or favorable effects on future net 
income and cash flows if market prices are not consistent with management’s estimates of current market consensus 
for forward prices in the current period.  This is particularly true for longer term contracts.  Cash flows may vary 
based on market conditions, margin requirements and the timing of settlement of KPCo’s risk management 
contracts. 
 
According to the accounting guidance for “Derivatives and Hedging,” KPCo reflects the fair values of derivative 
instruments subject to netting agreements with the same counterparty net of related cash collateral.  For certain risk 
management contracts, KPCo is required to post or receive cash collateral based on third party contractual 
agreements and risk profiles.  For the June 30, 2014 and December 31, 2013 condensed balance sheets, KPCo netted 
$282 thousand and $0 thousand, respectively, of cash collateral received from third parties against short-term and 
long-term risk management assets and $164 thousand and $1 million, respectively, of cash collateral paid to third 
parties against short-term and long-term risk management liabilities. 
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The following tables represent the gross fair value impact of KPCo’s derivative activity on the condensed balance 
sheets as of June 30, 2014 and December 31, 2013: 
 

Fair Value of Derivative Instruments 
June 30, 2014 

                                  

                    Gross Amounts  Gross  Net Amounts of 

                    of Risk   Amounts  Assets/Liabilities 

      Risk Management        Management  Offset in the   Presented in the  

      Contracts  Hedging Contracts  Assets/  Statement of  Statement of  

                 Interest  Liabilities  Financial   Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)  Rate (a)  Recognized  Position (b)  Position (c)  

      (in thousands) 

Current Risk Management Assets   $  8,420   $  -   $  -   $  8,420 $  (3,031)  $  5,389 

Long-term Risk Management Assets      2,090      -      -      2,090  (451)     1,639 

Total Assets      10,510      -      -      10,510  (3,482)     7,028 

                        
Current Risk Management Liabilities      3,878      -      -      3,878  (2,994)     884 

Long-term Risk Management Liabilities       1,144      -      -      1,144  (370)     774 

Total Liabilities      5,022      -      -      5,022  (3,364)     1,658 

                        
Total MTM Derivative Contract Net                         

  Assets (Liabilities)   $  5,488   $  -   $  -   $  5,488 $  (118)  $  5,370 

                            

Fair Value of Derivative Instruments 

December 31, 2013 

                                  

                    Gross Amounts  Gross  Net Amounts of 

                    of Risk   Amounts  Assets/Liabilities 

      Risk Management               Management   Offset in the    Presented in the  

      Contracts     Hedging Contracts Assets/  Statement of  Statement of  

                 Interest  Liabilities  Financial   Financial 

Balance Sheet Location  Commodity (a)  Commodity (a)   Rate (a)  Recognized  Position (b)  Position (c)  

      (in thousands) 

Current Risk Management Assets   $  9,520   $  85   $  -   $  9,605 $  (5,249)  $  4,356 

Long-term Risk Management Assets      4,306      -      -      4,306  (822)     3,484 

Total Assets      13,826      85      -      13,911  (6,071)     7,840 

                        
Current Risk Management Liabilities      7,583      65      -      7,648  (5,820)     1,828 

Long-term Risk Management Liabilities       2,970      -      -      2,970  (865)     2,105 

Total Liabilities      10,553      65      -      10,618  (6,685)     3,933 

                        
Total MTM Derivative Contract Net                         

   Assets (Liabilities)   $  3,273   $  20   $  -   $  3,293 $  614   $  3,907 

 
(a) Derivative instruments within these categories are reported gross.  These instruments are subject to master netting agreements and are presented on 

the condensed balance sheets on a net basis in accordance with the accounting guidance for "Derivatives and Hedging." 
(b) Amounts include counterparty netting of risk management and hedging contracts and associated cash collateral in accordance with the accounting 

guidance for "Derivatives and Hedging."    
(c) There are no derivative contracts subject to a master netting arrangement or similar agreement which are not offset in the statement of financial 

position.  
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The table below presents KPCo’s activity of derivative risk management contracts for the three and six months 
ended June 30, 2014 and 2013: 
 
    Amount of Gain (Loss) Recognized on  
    Risk Management Contracts 
    For the Three and Six Months Ended June 30, 2014 and 2013 
                              
        Three Months Ended    Six Months Ended 

        June 30,   June 30, 

    Location of Gain (Loss)   2014  2013    2014  2013  

        (in thousands) 
  Electric Generation, Transmission and           
    Distribution Revenues   $  904 $  (150) $  7,844 $  446 
  Fuel and Other Consumables Used for Electric Generation      7  -    8  - 
  Regulatory Assets (a)      -  -    -  - 
  Regulatory Liabilities (a)      1,816  298    2,936  (169)

  Total Gain on Risk Management Contracts    $  2,727 $  148 $  10,788 $  277 

                

  

(a) Represents realized and unrealized gains and losses subject to regulatory accounting treatment recorded as either current or 
noncurrent on the condensed balance sheets. 

 
Certain qualifying derivative instruments have been designated as normal purchase or normal sale contracts, as 
provided in the accounting guidance for “Derivatives and Hedging.”  Derivative contracts that have been designated 
as normal purchases or normal sales under that accounting guidance are not subject to MTM accounting treatment 
and are recognized on the condensed statements of income on an accrual basis. 
 
KPCo’s accounting for the changes in the fair value of a derivative instrument depends on whether it qualifies for 
and has been designated as part of a hedging relationship and further, on the type of hedging relationship.  
Depending on the exposure, management designates a hedging instrument as a fair value hedge or a cash flow 
hedge. 
 
For contracts that have not been designated as part of a hedging relationship, the accounting for changes in fair value 
depends on whether the derivative instrument is held for trading purposes.  Unrealized and realized gains and losses 
on derivative instruments held for trading purposes are included in revenues on a net basis on KPCo’s condensed 
statements of income.  Unrealized and realized gains and losses on derivative instruments not held for trading 
purposes are included in revenues or expenses on KPCo’s condensed statements of income depending on the 
relevant facts and circumstances.  However, unrealized and some realized gains and losses for both trading and non-
trading derivative instruments are recorded as regulatory assets (for losses) or regulatory liabilities (for gains), in 
accordance with the accounting guidance for “Regulated Operations.” 
 
Accounting for Fair Value Hedging Strategies 
 
For fair value hedges (i.e. hedging the exposure to changes in the fair value of an asset, liability or an identified 
portion thereof attributable to a particular risk), the gain or loss on the derivative instrument as well as the offsetting 
gain or loss on the hedged item associated with the hedged risk affects Net Income during the period of change. 
 
KPCo records realized and unrealized gains or losses on interest rate swaps that qualify for fair value hedge 
accounting treatment and any offsetting changes in the fair value of the debt being hedged in Interest Expense on 
KPCo’s condensed statements of income.  During the three and six months ended June 30, 2014 and 2013, KPCo 
did not designate any fair value hedging strategies. 
 
Accounting for Cash Flow Hedging Strategies 
 
For cash flow hedges (i.e. hedging the exposure to variability in expected future cash flows that is attributable to a 
particular risk), KPCo initially reports the effective portion of the gain or loss on the derivative instrument as a 
component of Accumulated Other Comprehensive Income (Loss) on the condensed balance sheets until the period 
the hedged item affects Net Income.  KPCo recognizes any hedge ineffectiveness as a regulatory asset (for losses) or 
a regulatory liability (for gains).  
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Realized gains and losses on derivative contracts for the purchase and sale of power, coal and natural gas designated 
as cash flow hedges are included in Revenues, Fuel and Other Consumables Used for Electric Generation or 
Purchased Electricity for Resale on KPCo’s condensed statements of income, or in Regulatory Assets or Regulatory 
Liabilities on KPCo’s condensed balance sheets, depending on the specific nature of the risk being hedged.  During 
the three and six months ended June 30, 2014 and 2013, KPCo designated power, coal and natural gas derivatives as 
cash flow hedges. 
 

KPCo reclassifies gains and losses on heating oil and gasoline derivative contracts designated as cash flow hedges 
from Accumulated Other Comprehensive Income (Loss) on its condensed balance sheets into Other Operation 
expense, Maintenance expense or Depreciation and Amortization expense, as it relates to capital projects, on the 
condensed statements of income.  During the three and six months ended June 30, 2013, KPCo designated heating 
oil and gasoline derivatives as cash flow hedges.  KPCo discontinued cash flow hedge accounting for these 
derivative contracts effective March 31, 2014. 
 

KPCo reclassifies gains and losses on interest rate derivative hedges related to debt financings from Accumulated 
Other Comprehensive Income (Loss) on its condensed balance sheets into Interest Expense on its condensed 
statements of income in those periods in which hedged interest payments occur.  During the three and six months 
ended June 30, 2014 and 2013, KPCo did not designate any interest rate derivatives as cash flow hedges. 
 

The accumulated gains or losses related to foreign currency hedges are reclassified from Accumulated Other 
Comprehensive Income (Loss) on KPCo’s condensed balance sheets into Depreciation and Amortization expense on 
the condensed statements of income over the depreciable lives of the fixed assets designated as the hedged items in 
qualifying foreign currency hedging relationships.  During the three and six months ended June 30, 2014 and 2013, 
KPCo did not designate any foreign currency derivatives as cash flow hedges. 
 

During the three and six months ended June 30, 2014 and 2013, hedge ineffectiveness was immaterial or nonexistent 
for all cash flow hedge strategies disclosed above. 
 

For details on designated, effective cash flow hedges included in Accumulated Other Comprehensive Income (Loss) 
on KPCo’s condensed balance sheets and the reasons for changes in cash flow hedges for the three and six months 
ended June 30, 2014 and 2013, see Note 3. 
 

Cash flow hedges included in Accumulated Other Comprehensive Income (Loss) on KPCo’s condensed balance 
sheets as of June 30, 2014 and December 31, 2013 were: 
 

  Impact of Cash Flow Hedges on the Condensed Balance Sheet 
  June 30, 2014 
                        
          Commodity   Interest Rate   Total 

          (in thousands) 

  Hedging Assets (a)   $  - $  - $  - 
  Hedging Liabilities (a)      -    -    - 
  AOCI Loss Net of Tax      -      (191)     (191)
  Portion Expected to be Reclassified to Net             
    Income During the Next Twelve Months      -      (60)    (60)
                          

  Impact of Cash Flow Hedges on the Condensed Balance Sheet 
  December 31, 2013 
                        
          Commodity   Interest Rate   Total 

          (in thousands) 

  Hedging Assets (a)   $  79 $  - $  79 
  Hedging Liabilities (a)      59    -    59 
  AOCI Gain (Loss) Net of Tax      23      (222)     (199)
  Portion Expected to be Reclassified to Net             
    Income During the Next Twelve Months      23      (60)    (37)
 

(a) Hedging Assets and Hedging Liabilities are included in Risk Management Assets and Liabilities on 
KPCo’s condensed balance sheets.  
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The actual amounts that KPCo reclassifies from Accumulated Other Comprehensive Income (Loss) to Net Income 
can differ from the estimate above due to market price changes.  As of June 30, 2014, KPCo is not hedging (with 
contracts subject to the accounting guidance for “Derivatives and Hedging”) its exposure to variability in future cash 
flows related to forecasted transactions. 
 

Credit Risk 
 

AEPSC, on behalf of KPCo, limits credit risk in KPCo’s wholesale marketing and trading activities by assessing the 
creditworthiness of potential counterparties before entering into transactions with them and continuing to evaluate 
their creditworthiness on an ongoing basis.  AEPSC, on behalf of KPCo, uses Moody’s, Standard and Poor’s and 
current market-based qualitative and quantitative data as well as financial statements to assess the financial health of 
counterparties on an ongoing basis.   
 

When AEPSC, on behalf of KPCo, uses standardized master agreements, these agreements may include collateral 
requirements.  These master agreements facilitate the netting of cash flows associated with a single counterparty.  
Cash, letters of credit and parental/affiliate guarantees may be obtained as security from counterparties in order to 
mitigate credit risk.  The collateral agreements require a counterparty to post cash or letters of credit in the event an 
exposure exceeds the established threshold.  The threshold represents an unsecured credit limit which may be 
supported by a parental/affiliate guaranty, as determined in accordance with AEP’s credit policy.  In addition, 
collateral agreements allow for termination and liquidation of all positions in the event of a failure or inability to 
post collateral. 
 

Collateral Triggering Events 
 

Under the tariffs of the RTOs and Independent System Operators (ISOs) and a limited number of derivative and 
non-derivative contracts primarily related to competitive retail auction loads, KPCo is obligated to post an additional 
amount of collateral if certain credit ratings decline below investment grade.  The amount of collateral required 
fluctuates based on market prices and total exposure.  On an ongoing basis, AEP’s risk management organization 
assesses the appropriateness of these collateral triggering items in contracts.  KPCo has not experienced a 
downgrade below investment grade.  The following table represents: (a) KPCo’s fair value of such derivative 
contracts, (b) the amount of collateral KPCo would have been required to post for all derivative and non-derivative 
contracts if the credit ratings had declined below investment grade and (c) how much was attributable to RTO and 
ISO activities as of June 30, 2014 and December 31, 2013: 
 

      June 30, December 31, 

      2014  2013  

      (in thousands) 

  Liabilities for Derivative Contracts with Credit Downgrade Triggers   $  29 $  118 

  Amount of Collateral KPCo Would Have Been Required to Post      635  565 

  Amount Attributable to RTO and ISO Activities      621  522 
 

In addition, a majority of KPCo’s non-exchange traded commodity contracts contain cross-default provisions that, if 
triggered, would permit the counterparty to declare a default and require settlement of the outstanding payable.  
These cross-default provisions could be triggered if there was a non-performance event by Parent or the obligor 
under outstanding debt or a third party obligation in excess of $50 million.  On an ongoing basis, AEP’s risk 
management organization assesses the appropriateness of these cross-default provisions in the contracts.  The 
following table represents: (a) the fair value of these derivative liabilities subject to cross-default provisions prior to 
consideration of contractual netting arrangements, (b) the amount this exposure has been reduced by cash collateral 
posted by KPCo and (c) if a cross-default provision would have been triggered, the settlement amount that would be 
required after considering KPCo’s contractual netting arrangements as of June 30, 2014 and December 31, 2013: 
 

      June 30, December 31, 

      2014  2013  

      (in thousands) 

  Liabilities for Contracts with Cross Default Provisions Prior to Contractual             

     Netting Arrangements   $  2,224 $  4,039 

  Amount of Cash Collateral Posted      -  - 

  Additional Settlement Liability if Cross Default Provision is Triggered      1,628  3,817 
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9.  FAIR VALUE MEASUREMENTS 
 
Fair Value Hierarchy and Valuation Techniques 
 
The accounting guidance for “Fair Value Measurements and Disclosures” establishes a fair value hierarchy that 
prioritizes the inputs used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted prices 
in active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to unobservable 
inputs (Level 3 measurement).  Where observable inputs are available for substantially the full term of the asset or 
liability, the instrument is categorized in Level 2.  When quoted market prices are not available, pricing may be 
completed using comparable securities, dealer values, operating data and general market conditions to determine fair 
value.  Valuation models utilize various inputs such as commodity, interest rate and, to a lesser degree, volatility and 
credit that include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or 
similar assets or liabilities in inactive markets, market corroborated inputs (i.e. inputs derived principally from, or 
correlated to, observable market data) and other observable inputs for the asset or liability.  The amount of risk taken 
is determined by the Commercial Operations and Finance groups in accordance with established risk management 
policies as approved by the Finance Committee of AEP’s Board of Directors. The AEP System’s market risk 
oversight staff independently monitors the risk policies, procedures and risk levels and provides members of the 
Commercial Operations Risk Committee (Regulated Risk Committee) various daily, weekly and/or monthly reports 
regarding compliance with policies, limits and procedures.  The Regulated Risk Committee consists of AEPSC’s 
Chief Operating Officer, Chief Financial Officer, Executive Vice President of Generation, Senior Vice President of 
Commercial Operations and Chief Risk Officer.  
 
For commercial activities, exchange traded derivatives, namely futures contracts, are generally fair valued based on 
unadjusted quoted prices in active markets and are classified as Level 1.  Level 2 inputs primarily consist of OTC 
broker quotes in moderately active or less active markets, as well as exchange traded contracts where there is 
insufficient market liquidity to warrant inclusion in Level 1.  Management verifies price curves using these broker 
quotes and classifies these fair values within Level 2 when substantially all of the fair value can be corroborated.  
Management typically obtains multiple broker quotes, which are nonbinding in nature, but are based on recent trades 
in the marketplace.  When multiple broker quotes are obtained, the quoted bid and ask prices are averaged.  In 
certain circumstances, a broker quote may be discarded if it is a clear outlier.  Management uses a historical 
correlation analysis between the broker quoted location and the illiquid locations.  If the points are highly correlated, 
these locations are included within Level 2 as well.  Certain OTC and bilaterally executed derivative instruments are 
executed in less active markets with a lower availability of pricing information.  Illiquid transactions, complex 
structured transactions, FTRs and counterparty credit risk may require nonmarket based inputs.  Some of these 
inputs may be internally developed or extrapolated and utilized to estimate fair value.  When such inputs have a 
significant impact on the measurement of fair value, the instrument is categorized as Level 3.  The main driver of the 
contracts being classified as Level 3 is the inability to substantiate energy price curves in the market.  A significant 
portion of the Level 3 instruments have been economically hedged which greatly limits potential earnings volatility. 
 
Fair Value Measurements of Long-term Debt 
 
The fair values of Long-term Debt are based on quoted market prices, without credit enhancements, for the same or 
similar issues and the current interest rates offered for instruments with similar maturities classified as Level 2 
measurement inputs.  These instruments are not marked-to-market.  The estimates presented are not necessarily 
indicative of the amounts that could be realized in a current market exchange. 
 
The book values and fair values of KPCo’s Long-term Debt as of June 30, 2014 and December 31, 2013 are 
summarized in the following table: 
 
      June 30, 2014   December 31, 2013 

      Book Value   Fair Value   Book Value   Fair Value 

      (in thousands) 
  Long-term Debt   $  814,472   $  928,848   $  749,389   $  841,594 
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Fair Value Measurements of Financial Assets and Liabilities 

 

The following tables set forth, by level within the fair value hierarchy, KPCo’s financial assets and liabilities that 
were accounted for at fair value on a recurring basis as of June 30, 2014 and December 31, 2013.  As required by the 
accounting guidance for “Fair Value Measurements and Disclosures,” financial assets and liabilities are classified in 
their entirety based on the lowest level of input that is significant to the fair value measurement.  Management’s 
assessment of the significance of a particular input to the fair value measurement requires judgment and may affect 
the valuation of fair value assets and liabilities and their placement within the fair value hierarchy levels.  There 
have not been any significant changes in management’s valuation techniques. 
 

Assets and Liabilities Measured at Fair Value on a Recurring Basis 
June 30, 2014 

                        
      Level 1   Level 2   Level 3   Other   Total 

Assets: (in thousands) 

            
Risk Management Assets             

Risk Management Commodity Contracts (a) (b) $  53 $  6,234 $  3,979 $  (3,238)  $  7,028 

                
Liabilities:           
                

Risk Management Liabilities           

Risk Management Commodity Contracts (a) (b) $  41 $  4,344 $  393 $  (3,120)  $  1,658 

 
Assets and Liabilities Measured at Fair Value on a Recurring Basis 

December 31, 2013 

                        
      Level 1   Level 2   Level 3   Other   Total 

Assets: (in thousands) 

            
Risk Management Assets             

Risk Management Commodity Contracts (a) (b) $  170 $  11,168 $  2,487 $  (6,064)  $  7,761 
Cash Flow Hedges:             
  Commodity Hedges (a)    -    85    -    (6)     79 

Total Risk Management Assets  $  170 $  11,253 $  2,487 $  (6,070)  $  7,840 

                
Liabilities:           
                

Risk Management Liabilities           

Risk Management Commodity Contracts (a) (b) $  144   $  10,092 $  316 $  (6,678)  $  3,874 
Cash Flow Hedges:               
  Commodity Hedges (a)    -      65    -    (6)     59 

Total Risk Management Liabilities  $  144 $  10,157 $  316 $  (6,684)  $  3,933 

 

(a) Amounts in “Other” column primarily represent counterparty netting of risk management and hedging 
contracts and associated cash collateral under the accounting guidance for “Derivatives and Hedging.” 

(b) Substantially comprised of power contracts. 

 

There were no transfers between Level 1 and Level 2 during the three and six months ended June 30, 2014 and 
2013. 
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The following tables set forth a reconciliation of changes in the fair value of net trading derivatives and other 
investments classified as Level 3 in the fair value hierarchy: 
 
        Net Risk Management 

  Three Months Ended June 30, 2014   Assets (Liabilities) 

        (in thousands) 

  Balance as of March 31, 2014   $  1,450 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      (754)

  Purchases, Issuances and Settlements (c)      (13)

  Transfers into Level 3 (d) (e)      37 

  Transfers out of Level 3 (e) (f)      1 

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      2,865 

  Balance as of June 30, 2014   $  3,586 

 
        Net Risk Management 

  Three Months Ended June 30, 2013   Assets (Liabilities) 

        (in thousands) 
  Balance as of March 31, 2013   $  1,804 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      (76)

  Purchases, Issuances and Settlements (c)      132 

  Transfers into Level 3 (d) (e)      50 

  Transfers out of Level 3 (e) (f)      (75)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      839 

  Balance as of June 30, 2013   $  2,674 

 
        Net Risk Management 

  Six Months Ended June 30, 2014   Assets (Liabilities) 

        (in thousands) 

  Balance as of December 31, 2013   $  2,171 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      5,375 

  Purchases, Issuances and Settlements (c)      (5,921)

  Transfers into Level 3 (d) (e)      (749)

  Transfers out of Level 3 (e) (f)      (1)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      2,711 

  Balance as of June 30, 2014   $  3,586  

        
 

Net Risk Management 

  Six Months Ended June 30, 2013   Assets (Liabilities) 

        (in thousands) 

  Balance as of December 31, 2012   $  2,199 

  Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b)      (725)

  Purchases, Issuances and Settlements (c)      591 

  Transfers into Level 3 (d) (e)      177 

  Transfers out of Level 3 (e) (f)      (191)

  Changes in Fair Value Allocated to Regulated Jurisdictions (g)      623 

  Balance as of June 30, 2013   $  2,674 

 
 (a) Included in revenues on KPCo’s condensed statements of income. 

 (b) Represents the change in fair value between the beginning of the reporting period and the settlement of the risk 
management commodity contract. 

 (c) Represents the settlement of risk management commodity contracts for the reporting period. 

 (d) Represents existing assets or liabilities that were previously categorized as Level 2. 

 (e) Transfers are recognized based on their value at the beginning of the reporting period that the transfer occurred. 

 (f) Represents existing assets or liabilities that were previously categorized as Level 3. 

 (g) Relates to the net gains (losses) of those contracts that are not reflected on KPCo’s condensed statements of income.  
These net gains (losses) are recorded as regulatory liabilities/assets. 
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The following tables quantify the significant unobservable inputs used in developing the fair value of Level 3 
positions as of June 30, 2014 and December 31, 2013: 
 

Significant Unobservable Inputs 
June 30, 2014 

                                   

                  Significant  Forward Price Range 

  

  

Fair Value 

  

Valuation 

  

Unobservable               Weighted 
  Assets  Liabilities Technique Input (a)   Low   High   Average 

    (in thousands)                        

Energy Contracts   $  1,094   $  364   Discounted Cash Flow   Forward Market Price    $  13.59   $  66.90   $  42.23 

FTRs      2,885      29   Discounted Cash Flow   Forward Market Price       (14.63)     9.26      1.01 

Total   $  3,979   $  393     

 
  Significant Unobservable Inputs 
  December 31, 2013 
                                    
    

  
Fair Value 

  
Valuation 

  
Significant   Forward Price Range 

    Assets   Liabilities Technique Unobservable Input (a)   Low   High 

      (in thousands)                     

  Energy Contracts   $  1,924   $  198   Discounted Cash Flow  Forward Market Price    $  13.04   $  80.50 
  FTRs      563      118   Discounted Cash Flow  Forward Market Price       (5.10)     10.44 

  Total   $  2,487   $  316   

 
(a) Represents market prices in dollars per MWh. 

 

The following table provides sensitivity of fair value measurements to increases (decreases) in significant 
unobservable inputs related to Energy Contracts and FTRs as of June 30, 2014: 
 
  Sensitivity of Fair Value Measurements 

  June 30, 2014 

                

    
  

  
  

    Impact on Fair Value 
  Significant Unobservable Input Position Change in Input   Measurement 

  Forward Market Price   Buy    Increase (Decrease)    Higher (Lower)  

  Forward Market Price   Sell    Increase (Decrease)    Lower (Higher)  

 
10.  INCOME TAXES 

 

AEP System Tax Allocation Agreement 
 
KPCo joins in the filing of a consolidated federal income tax return with its affiliates in the AEP System.  The 
allocation of the AEP System’s current consolidated federal income tax to the AEP System companies allocates the 
benefit of current tax losses to the AEP System companies giving rise to such losses in determining their current tax 
expense.  The tax benefit of the Parent is allocated to its subsidiaries with taxable income.  With the exception of the 
loss of the Parent, the method of allocation reflects a separate return result for each company in the consolidated 
group. 
 
Federal and State Income Tax Audit Status 
 
The IRS examination of years 2009 and 2010 started in October 2011 and was completed in the second quarter of 
2013.  The IRS examination of years 2011 and 2012 started in April 2014.  Although the outcome of tax audits is 
uncertain, in management’s opinion, adequate provisions for federal income taxes have been made for potential 
liabilities resulting from such matters.  In addition, KPCo accrues interest on these uncertain tax positions.  
Management is not aware of any issues for open tax years that upon final resolution are expected to materially 
impact net income. 
 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1756 of 1829



27 
 

KPCo and other AEP subsidiaries file income tax returns in various state and local jurisdictions.  These taxing 
authorities routinely examine the tax returns.  KPCo and other AEP subsidiaries are currently under examination in 
several state and local jurisdictions.  However, it is possible that previously filed tax returns have positions that may 
be challenged by these tax authorities.  Management believes that adequate provisions for income taxes have been 
made for potential liabilities resulting from such challenges and that the ultimate resolution of these audits will not 
materially impact net income.  KPCo is no longer subject to state or local income tax examinations by tax 
authorities for years before 2009. 
 

11.  FINANCING ACTIVITIES 
 

Long-term Debt 
 

A long-term debt issuance during the first six months of 2014 is shown in the table below: 
 

        Principal    Interest   Due 

  Type of Debt   Amount (a)   Rate   Date 

        (in thousands)   (%)     

  Pollution Control Bonds   $  65,000 (b) Variable   2036  
 

(a) Amount indicated on the statement of cash flows is net of issuance costs and 
premium or discount and will not tie to the issuance amount. 

(b) Pollution Control Bond is subject to redemption earlier than the maturity date.  
Consequently, this bond has been classified for maturity purposes as Long-term 
Debt Due Within One Year – Nonaffiliated. 

 

Dividend Restrictions 
 

KPCo pays dividends to Parent provided funds are legally available.  Various financing arrangements and regulatory 
requirements may impose certain restrictions on the ability of KPCo to transfer funds to Parent in the form of 
dividends. 
 

Federal Power Act 

 

The Federal Power Act prohibits KPCo from participating “in the making or paying of any dividends of such public 
utility from any funds properly included in capital account.”  The term “capital account” is not defined in the 
Federal Power Act or its regulations.  Management understands “capital account” to mean the book value of the 
common stock.  This restriction does not limit the ability of KPCo to pay dividends out of retained earnings. 
 

Leverage Restrictions 

 

Pursuant to the credit agreement leverage restrictions, KPCo must maintain a percentage of debt to total 
capitalization at a level that does not exceed 67.5%. 
 

Utility Money Pool – AEP System 
 

The AEP System uses a corporate borrowing program to meet the short-term borrowing needs of AEP’s 
subsidiaries.  The corporate borrowing program includes a Utility Money Pool, which funds AEP’s utility 
subsidiaries.  The AEP System Utility Money Pool operates in accordance with the terms and conditions of the AEP 
System Utility Money Pool agreement filed with the FERC.  The amounts of outstanding loans to (borrowings from) 
the Utility Money Pool as of June 30, 2014 and December 31, 2013 are included in Advances to Affiliates and 
Advances from Affiliates, respectively, on KPCo’s condensed balance sheets.  KPCo’s Utility Money Pool activity 
and corresponding authorized borrowing limits for the six months ended June 30, 2014 are described in the 
following table: 
 
  Maximum   Maximum   Average   Average   Loans   Authorized 
  Borrowings   Loans    Borrowings   Loans    to the Utility   Short-Term 
  from the Utility   to the Utility   from the Utility   to the Utility   Money Pool as of   Borrowing 
  Money Pool   Money Pool   Money Pool   Money Pool   June 30, 2014   Limit 

  (in thousands) 
  $  50,366   $  50,332   $  24,601   $  35,824   $  49,348   $  250,000 
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Maximum, minimum and average interest rates for funds either borrowed from or loaned to the Utility Money Pool 
for the six months ended June 30, 2014 and 2013 are summarized in the following table: 
 
    Maximum   Minimum   Maximum   Minimum   Average   Average 

    Interest Rate   Interest Rate   Interest Rate   Interest Rate   Interest Rate   Interest Rate 

    for Funds   for Funds   for Funds   for Funds   for Funds   for Funds 

Six Months   Borrowed   Borrowed   Loaned   Loaned   Borrowed   Loaned 

Ended   from the Utility   from the Utility 

  

to the Utility   to the Utility   from the Utility   to the Utility 

June 30,   Money Pool   Money Pool Money Pool   Money Pool   Money Pool   Money Pool 

2014     0.33 %    0.24 %    0.33 %    0.26 %    0.28 %    0.31 % 

2013     0.43 %    0.35 %    0.36 %    0.32 %    0.38 %    0.34 % 

 
Sale of Receivables – AEP Credit 
 
Under a sale of receivables arrangement, KPCo sells, without recourse, certain of its customer accounts receivable 
and accrued unbilled revenue balances to AEP Credit and is charged a fee based on AEP Credit’s financing costs, 
administrative costs and uncollectible accounts experience for KPCo’s receivables.  The costs of customer accounts 
receivable sold are reported in Other Operation expense on KPCo’s condensed statements of income.  KPCo 
manages and services its accounts receivable sold. 
 
AEP Credit's receivables securitization agreement provides a commitment of $750 million from bank conduits to 
purchase receivables.  The agreement was increased in June 2014 from $700 million and expires in June 2016. 
 
KPCo’s amounts of accounts receivable and accrued unbilled revenues sold under the sale of receivables agreement 
were $54 million and $43 million as of June 30, 2014 and December 31, 2013, respectively. 
 
The fees paid by KPCo to AEP Credit for customer accounts receivable sold for the three months ended June 30, 
2014 and 2013 were $633 thousand and $481 thousand, respectively, and for the six months ended June 30, 2014 
and 2013 were $1.4 million and $1 million, respectively. 
 
KPCo’s proceeds on the sale of receivables to AEP Credit for the three months ended June 30, 2014 and 2013 were 
$141 million and $128 million, respectively, and for the six months ended June 30, 2014 and 2013 were $320 
million and $268 million, respectively. 
 
12.  VARIABLE INTEREST ENTITIES 

 
The accounting guidance for “Variable Interest Entities” is a consolidation model that considers if a company has a 
controlling financial interest in a VIE.  A controlling financial interest will have both (a) the power to direct the 
activities of a VIE that most significantly impact the VIE’s economic performance and (b) the obligation to absorb 
losses of the VIE that could potentially be significant to the VIE or the right to receive benefits from the VIE that 
could potentially be significant to the VIE.  Entities are required to consolidate a VIE when it is determined that they 
have a controlling financial interest in a VIE and therefore, are the primary beneficiary of that VIE, as defined by the 
accounting guidance for “Variable Interest Entities.”  In determining whether KPCo is the primary beneficiary of a 
VIE, management considers factors such as equity at risk, the amount of the VIE’s variability KPCo absorbs, 
guarantees of indebtedness, voting rights including kick-out rights, the power to direct the VIE, variable interests 
held by related parties and other factors.  Management believes that significant assumptions and judgments were 
applied consistently.  KPCo is not the primary beneficiary of any VIE and has not provided financial or other 
support to any VIE that was not previously contractually required. 
 
AEPSC provides certain managerial and professional services to AEP’s subsidiaries.  AEP is the sole equity owner 
of AEPSC.  AEP management controls the activities of AEPSC.  The costs of the services are based on a direct 
charge or on a prorated basis and billed to the AEP subsidiary companies at AEPSC’s cost.  AEP subsidiaries have 
not provided financial or other support outside the reimbursement of costs for services rendered.  AEPSC finances 
its operations through cost reimbursement from other AEP subsidiaries.  There are no other terms or arrangements 
between AEPSC and any of the AEP subsidiaries that could require additional financial support from an AEP 
subsidiary or expose them to losses outside of the normal course of business.  AEPSC and its billings are subject to 
regulation by the FERC.  AEP subsidiaries are exposed to losses to the extent they cannot recover the costs of 
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AEPSC through their normal business operations.  AEP subsidiaries are considered to have a significant interest in 
AEPSC due to their activity in AEPSC’s cost reimbursement structure.  However, AEP subsidiaries do not have 
control over AEPSC.  AEPSC is consolidated by AEP.  In the event AEPSC would require financing or other 
support outside the cost reimbursement billings, this financing would be provided by AEP.  KPCo’s total billings 
from AEPSC for the three months ended June 30, 2014 and 2013 were $12 million and $8 million, respectively, and 
for the six months ended June 30, 2014 and 2013 were $25 million and $15 million, respectively.  The carrying 
amount of liabilities associated with AEPSC as of June 30, 2014 and December 31, 2013 was $4 million and $4 
million, respectively.  Management estimates the maximum exposure of loss to be equal to the amount of such 
liability. 
 
AEGCo, a wholly-owned subsidiary of AEP, is consolidated by AEP.  AEGCo owns a 50% ownership interest in 
Rockport Plant, Unit 1 and leases a 50% interest in Rockport Plant, Unit 2.  AEGCo sells all the output from the 
Rockport Plant to I&M and KPCo.  AEP has agreed to provide AEGCo with the funds necessary to satisfy all of the 
debt obligations of AEGCo.  KPCo is considered to have a significant interest in AEGCo due to its transactions.  
KPCo is exposed to losses to the extent it cannot recover the costs of AEGCo through its normal business 
operations.  Due to AEP management’s control over AEGCo, KPCo is not considered the primary beneficiary of 
AEGCo.  In the event AEGCo would require financing or other support outside the billings to KPCo, this financing 
would be provided by AEP.  Total billings from AEGCo for the three months ended June 30, 2014 and 2013 were 
$28 million and $23 million, respectively, and for the six months ended June 30, 2014 and 2013 were $58 million 
and $48 million, respectively.  The carrying amount of liabilities associated with AEGCo as of June 30, 2014 and 
December 31, 2013 was $10 million and $11 million, respectively.  Management estimates the maximum exposure 
of loss to be equal to the amount of such liability. 
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GLOSSARY OF TERMS

When the following terms and abbreviations appear in the text of this report, they have the meanings indicated 
below.

Term Meaning

AEGCo AEP Generating Company, an AEP electric utility subsidiary.
AEP or Parent American Electric Power Company, Inc., an electric utility holding company.
AEP Credit AEP Credit, Inc., a consolidated variable interest entity of AEP which securitizes 

accounts receivable and accrued utility revenues for affiliated electric utility 
AEP East Companies APCo, I&M, KPCo and OPCo.
AEP System American Electric Power System, an electric system, owned and operated by AEP 

subsidiaries.
AEPSC American Electric Power Service Corporation, an AEP service subsidiary providing 

management and professional services to AEP and its subsidiaries.
AOCI Accumulated Other Comprehensive Income.
APCo Appalachian Power Company, an AEP electric utility subsidiary.
ASU Accounting Standards Update.
CWIP Construction Work in Progress.
FASB Financial Accounting Standards Board.
FERC Federal Energy Regulatory Commission.
FGD Flue Gas Desulfurization or scrubbers.
FTR Financial Transmission Right, a financial instrument that entitles the holder to receive 

compensation for certain congestion-related transmission charges that arise when 
the power grid is congested resulting in differences in locational prices.

GAAP Accounting Principles Generally Accepted in the United States of America.
I&M Indiana Michigan Power Company, an AEP electric utility subsidiary.
IRS Internal Revenue Service.
KPCo Kentucky Power Company, an AEP electric utility subsidiary.
KPSC Kentucky Public Service Commission.
MMBtu Million British Thermal Units.
MTM Mark-to-Market.
MW Megawatt.
MWh Megawatthour.
OPCo Ohio Power Company, an AEP electric utility subsidiary.
OPEB Other Postretirement Benefit Plans.
OTC Over the counter.
PJM Pennsylvania - New Jersey - Maryland regional transmission organization.
Risk Management

Contracts
Trading and nontrading derivatives, including those derivatives designated as cash flow 

and fair value hedges.
Rockport Plant A generation plant, consisting of two 1,310 MW coal-fired generating units near 

Rockport, Indiana.  AEGCo and I&M jointly-own Unit 1.  In 1989, AEGCo and 
I&M entered into a sale-and-leaseback transaction with Wilmington Trust Company, 
an unrelated, unconsolidated trustee for Rockport Plant, Unit 2. 

RTO Regional Transmission Organization, responsible for moving electricity over large 
interstate areas.

SIA System Integration Agreement, effective June 15, 2000, as amended, provides 
contractual basis for coordinated planning, operation and maintenance of the power 
supply sources of the combined AEP.

Utility Money Pool Centralized funding mechanism AEP uses to meet the short-term cash requirements of 
certain utility subsidiaries.

VIE Variable Interest Entity.
WVPSC Public Service Commission of West Virginia.
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KENTUCKY POWER COMPANY
CONDENSED STATEMENTS OF OPERATIONS

For the Three and Nine Months Ended September 30, 2014 and 2013
(in thousands)
(Unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,

2014 2013 2014 2013
REVENUES

Electric Generation, Transmission and Distribution $ 198,477 $ 182,950 $ 631,212 $ 544,225
Sales to AEP Affiliates 404 28,415 7,094 79,051
Other Revenues 201 171 469 453
TOTAL REVENUES 199,082 211,536 638,775 623,729

EXPENSES
Fuel and Other Consumables Used for Electric Generation 77,584 48,574 229,552 161,056
Purchased Electricity for Resale 773 2,523 5,943 8,833
Purchased Electricity from AEP Affiliates 28,526 77,594 87,886 193,502
Other Operation 19,555 18,699 58,360 53,994
Maintenance 16,082 17,197 52,448 52,731
Asset Impairments and Other Related Charges — 32,847 — 32,847
Depreciation and Amortization 24,168 22,850 70,723 68,621
Taxes Other Than Income Taxes 5,129 5,296 15,719 15,368
TOTAL EXPENSES 171,817 225,580 520,631 586,952

OPERATING INCOME (LOSS) 27,265 (14,044) 118,144 36,777

Other Income (Expense):
Interest Income 134 45 214 289
Allowance for Equity Funds Used During Construction 770 511 3,486 1,176
Interest Expense (9,505) (12,218) (27,847) (35,296)

INCOME (LOSS) BEFORE INCOME TAX EXPENSE
(CREDIT) 18,664 (25,706) 93,997 2,946

Income Tax Expense (Credit) 6,863 (9,193) 34,390 71

NET INCOME (LOSS) $ 11,801 $ (16,513) $ 59,607 $ 2,875

The common stock of KPCo is wholly-owned by AEP.

See Condensed Notes to Condensed Financial Statements beginning on page 8.
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KENTUCKY POWER COMPANY
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

For the Three and Nine Months Ended September 30, 2014 and 2013
(in thousands)
(Unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,

2014 2013 2014 2013
Net Income (Loss) $ 11,801 $ (16,513) $ 59,607 $ 2,875

OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAXES
Cash Flow Hedges, Net of Tax of $8 and $17 for the Three Months Ended

September 30, 2014 and 2013, Respectively, and $12 and $89 for the Nine
Months Ended September 30, 2014 and 2013, Respectively 15 (31) 23 165

Amortization of Pension and OPEB Deferred Costs, Net of Tax of $64 and
$134 for the Three Months Ended September 30, 2014 and 2013, Respectively,
and $189 and $416 for the Nine Months Ended September 30, 2014 and 2013,
Respectively 118 248 351 773

TOTAL OTHER COMPREHENSIVE INCOME 133 217 374 938

TOTAL COMPREHENSIVE INCOME (LOSS) $ 11,934 $ (16,296) $ 59,981 $ 3,813

See Condensed Notes to Condensed Financial Statements beginning on page 8.
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KENTUCKY POWER COMPANY
CONDENSED STATEMENTS OF CHANGES IN COMMON SHAREHOLDER'S EQUITY

For the Nine Months Ended September 30, 2014 and 2013
(in thousands)
(Unaudited)

Accumulated
Other

Common Paid-in Retained Comprehensive
Stock Capital Earnings Income (Loss) Total

TOTAL COMMON SHAREHOLDER'S
EQUITY - DECEMBER 31, 2012 $ 50,450 $ 531,536 $ 190,819 $ (19,994) $ 752,811

Capital Contribution from Parent 78,781 78,781
Common Stock Dividends (14,233) (14,233)
Net Income 2,875 2,875
Other Comprehensive Income 938 938
TOTAL COMMON SHAREHOLDER'S

EQUITY - SEPTEMBER 30, 2013 $ 50,450 $ 610,317 $ 179,461 $ (19,056) $ 821,172

TOTAL COMMON SHAREHOLDER'S
EQUITY - DECEMBER 31, 2013 $ 50,450 $ 614,648 $ 179,691 $ (5,420) $ 839,369

Capital Contribution Returned to Parent (100,000) (100,000)
Common Stock Dividends (100,000) (100,000)
Other Changes in Common Shareholder's Equity 2,812 2,812
Net Income 59,607 59,607
Other Comprehensive Income 374 374
Pension and OPEB Adjustment Related to

Kammer Plant (1,308) (1,308)
TOTAL COMMON SHAREHOLDER'S

EQUITY - SEPTEMBER 30, 2014 $ 50,450 $ 517,460 $ 139,298 $ (6,354) $ 700,854

See Condensed Notes to Condensed Financial Statements beginning on page 8.
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KENTUCKY POWER COMPANY
CONDENSED BALANCE SHEETS

ASSETS
September 30, 2014 and December 31, 2013

(in thousands)
(Unaudited)

September 30, December 31,
2014 2013

CURRENT ASSETS
Cash and Cash Equivalents $ 654 $ 743
Advances to Affiliates 9,577 —
Accounts Receivable:

Customers 7,650 17,889
Affiliated Companies 34,809 9,781
Accrued Unbilled Revenues — 857
Miscellaneous 98 75
Allowance for Uncollectible Accounts (25) (78)

Total Accounts Receivable 42,532 28,524
Fuel 35,828 92,313
Materials and Supplies 35,852 43,940
Risk Management Assets 4,346 4,356
Accrued Tax Benefits — 5,249
Regulatory Asset for Under-Recovered Fuel Costs 8,990 —
Prepayments and Other Current Assets 3,815 3,284
TOTAL CURRENT ASSETS 141,594 178,409

PROPERTY, PLANT AND EQUIPMENT
Electric:

Generation 1,148,473 1,052,757
Transmission 521,653 507,844
Distribution 717,882 693,481

Other Property, Plant and Equipment (Including Plant to be Retired) 512,234 480,759
Construction Work in Progress 80,211 128,599
Total Property, Plant and Equipment 2,980,453 2,863,440
Accumulated Depreciation and Amortization 1,003,004 943,889
TOTAL PROPERTY, PLANT AND EQUIPMENT – NET 1,977,449 1,919,551

OTHER NONCURRENT ASSETS
Regulatory Assets 218,681 216,360
Long-term Risk Management Assets 1,336 3,484
Employee Benefits and Pension Assets 16,075 11,446
Deferred Charges and Other Noncurrent Assets 7,955 20,207
TOTAL OTHER NONCURRENT ASSETS 244,047 251,497

TOTAL ASSETS $ 2,363,090 $ 2,349,457

See Condensed Notes to Condensed Financial Statements beginning on page 8.
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KENTUCKY POWER COMPANY
CONDENSED BALANCE SHEETS

LIABILITIES AND COMMON SHAREHOLDER'S EQUITY
September 30, 2014 and December 31, 2013 

(Unaudited)

September 30, December 31,
2014 2013

(in thousands)
CURRENT LIABILITIES

Advances from Affiliates $ — $ 8,564
Accounts Payable:

General 66,426 21,619
Affiliated Companies 29,070 39,171

Long-term Debt Due Within One Year – Nonaffiliated 65,000 —
Long-term Debt Due Within One Year – Affiliated 20,000 —
Risk Management Liabilities 2,084 1,828
Customer Deposits 25,568 25,211
Deferred Income Taxes 7,375 6,486
Accrued Taxes 39,298 20,801
Accrued Interest 5,564 6,678
Regulatory Liability for Over-Recovered Fuel Costs — 2,851
Other Current Liabilities 24,045 19,411
TOTAL CURRENT LIABILITIES 284,430 152,620

NONCURRENT LIABILITIES
Long-term Debt – Nonaffiliated 729,514 729,389
Long-term Debt – Affiliated — 20,000
Long-term Risk Management Liabilities 615 2,105
Deferred Income Taxes 545,594 549,672
Regulatory Liabilities and Deferred Investment Tax Credits 22,596 22,926
Asset Retirement Obligations 64,113 20,526
Employee Benefits and Pension Obligations 7,864 6,041
Deferred Credits and Other Noncurrent Liabilities 7,510 6,809
TOTAL NONCURRENT LIABILITIES 1,377,806 1,357,468

TOTAL LIABILITIES 1,662,236 1,510,088

Rate Matters (Note 4)
Commitments and Contingencies (Note 5)

COMMON SHAREHOLDER’S EQUITY
Common Stock – Par Value – $50 Per Share:

Authorized – 2,000,000 Shares
Outstanding – 1,009,000 Shares 50,450 50,450

Paid-in Capital 517,460 614,648
Retained Earnings 139,298 179,691
Accumulated Other Comprehensive Income (Loss) (6,354) (5,420)
TOTAL COMMON SHAREHOLDER’S EQUITY 700,854 839,369

TOTAL LIABILITIES AND COMMON SHAREHOLDER'S EQUITY $ 2,363,090 $ 2,349,457

See Condensed Notes to Condensed Financial Statements beginning on page 8.
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KENTUCKY POWER COMPANY
CONDENSED STATEMENTS OF CASH FLOWS

For the Nine Months Ended September 30, 2014 and 2013 
(in thousands)
(Unaudited)

Nine Months Ended September 30,
2014 2013

OPERATING ACTIVITIES
Net Income $ 59,607 $ 2,875
Adjustments to Reconcile Net Income to Net Cash Flows from Operating
Activities:

Depreciation and Amortization 70,723 68,621
Deferred Income Taxes (3,594) (12,929)
Asset Impairments and Other Related Charges — 32,847
Allowance for Equity Funds Used During Construction (3,486) (1,176)
Mark-to-Market of Risk Management Contracts 904 1,756
Pension Contributions to Qualified Plan Trust (1,923) —
Property Taxes 10,448 10,013
Fuel Over/Under-Recovery, Net (11,841) (2,346)
Change in Other Noncurrent Assets (2,826) 674
Change in Other Noncurrent Liabilities 4,616 4,179
Changes in Certain Components of Working Capital:

Accounts Receivable, Net (14,008) 27,461
Fuel, Materials and Supplies 64,573 20,494
Accounts Payable 27,984 (44,169)
Accrued Taxes, Net 24,044 (3,946)
Accrued Interest (1,114) (6,505)
Other Current Assets (621) 2,160
Other Current Liabilities 5,184 (5,573)

Net Cash Flows from Operating Activities 228,670 94,436

INVESTING ACTIVITIES
Construction Expenditures (73,505) (94,354)
Change in Advances to Affiliates, Net (9,577) (6,300)
Acquisitions of Assets (1,186) (63)
Proceeds from Sales of Assets 228 5,549
Other Investing Activities 384 —
Net Cash Flows Used for Investing Activities (83,656) (95,168)

FINANCING ACTIVITIES
Capital Contribution from (Returned to) Parent (100,000) 78,781
Issuance of Long-term Debt – Nonaffiliated 183,970 199,700
Change in Advances from Affiliates, Net (8,564) (13,359)
Retirement of Long-term Debt – Nonaffiliated (120,000) (250,000)
Principal Payments for Capital Lease Obligations (1,786) (1,036)
Dividends Paid on Common Stock (100,000) (14,233)
Other Financing Activities 1,277 242
Net Cash Flows from (Used for) Financing Activities (145,103) 95

Net Decrease in Cash and Cash Equivalents (89) (637)
Cash and Cash Equivalents at Beginning of Period 743 1,482
Cash and Cash Equivalents at End of Period $ 654 $ 845

SUPPLEMENTARY INFORMATION
Cash Paid for Interest, Net of Capitalized Amounts $ 28,111 $ 40,774
Net Cash Paid for Income Taxes 6,564 7,703
Noncash Acquisitions Under Capital Leases 1,273 1,120
Construction Expenditures Included in Current Liabilities as of September 30, 13,855 27,457

See Condensed Notes to Condensed Financial Statements beginning on page 8.
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1.  SIGNIFICANT ACCOUNTING MATTERS

General

The unaudited condensed financial statements and footnotes were prepared in accordance with GAAP for interim 
financial information.  Accordingly, they do not include all of the information and footnotes required by GAAP for 
complete annual financial statements.

In the opinion of management, the unaudited condensed interim financial statements reflect all normal and recurring 
accruals and adjustments necessary for a fair presentation of the net income, financial position and cash flows for the 
interim periods.  Net income for the three and nine months ended September 30, 2014 is not necessarily indicative of 
results that may be expected for the year ending December 31, 2014.  The condensed financial statements are unaudited 
and should be read in conjunction with the audited 2013 financial statements and notes thereto, which are included in 
KPCo’s 2013 Annual Report.

Management reviewed subsequent events through October 23, 2014, the date that the third quarter 2014 report was 
issued.

Revenue Recognition
 
Electricity Supply and Delivery Activities - Transactions with PJM

Revenues are recognized from retail and wholesale electricity sales and electricity transmission and distribution delivery 
services.  KPCo recognizes the revenues on the statements of income upon delivery of the energy to the customer and 
includes unbilled as well as billed amounts.

KPCo sells power produced at its generation plants to PJM and purchases power from PJM to supply its retail load.  
These power sales and purchases for retail load are netted hourly for financial reporting purposes.  On an hourly net 
basis, KPCo records sales of power to PJM in excess of purchases of power from PJM as revenues on the statements 
of income.  Also, on an hourly net basis, KPCo records purchases of power from PJM to serve retail load in excess of 
sales of power to PJM as Purchased Electricity for Resale on the statements of income.  Upon termination of the 
Interconnection Agreement in 2014, KPCo manages and accounts for its purchases and sales with PJM individually 
based on market prices.

Asset Retirement Obligations (ARO)

KPCo records ARO in accordance with the accounting guidance for “Asset Retirement and Environmental Obligations” 
for the retirement of certain ash disposal facilities and asbestos removal.  KPCo has identified, but not recognized, 
ARO liabilities related to electric transmission and distribution assets, as a result of certain easements on property on 
which assets are owned.  Generally, such easements are perpetual and require only the retirement and removal of assets 
upon the cessation of the property’s use.  The retirement obligation is not estimable for such easements since KPCo 
plans to use its facilities indefinitely.  The retirement obligation would only be recognized if and when KPCo abandons 
or ceases the use of specific easements, which is not expected.

The following is a reconciliation of the September 30, 2014 aggregate carrying amount of ARO for KPCo:

ARO as of Revisions in ARO as of
December 31, Accretion Liabilities Liabilities Cash Flow September 30,

2013 Expense Incurred Settled Estimates 2014
(in thousands)

$ 20,526 $ 1,475 $ 42,578 $ (466) $ — $ 64,113
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2.  NEW ACCOUNTING PRONOUNCEMENTS

Upon issuance of final pronouncements, management reviews the new accounting literature to determine its relevance, 
if any, to KPCo’s business.  The following final pronouncements will impact the financial statements.

ASU 2014-08 “Presentation of Financial Statements and Property, Plant and Equipment” (ASU 2014-08)

In April 2014, the FASB issued ASU 2014-08 changing the presentation of discontinued operations on the statements 
of income and other requirements for reporting discontinued operations.  Under the new standard, a disposal of a 
component or a group of components of an entity is required to be reported in discontinued operations if the disposal 
represents a strategic shift that has (or will have) a major effect on an entity’s operations and financial results when 
the component meets the criteria to be classified as held-for-sale or is disposed.  The amendments in this update also 
require additional disclosures about discontinued operations and disposal of an individually significant component of 
an entity that does not qualify for discontinued operations.  This standard must be prospectively applied to all reporting 
periods presented in financial reports issued after the effective date.  Early adoption is permitted for disposals that have 
not been reported in financial statements previously issued or available for issuance.

The new accounting guidance is effective for interim and annual periods beginning after December 15, 2014 with early 
adoption permitted.  If applicable, this standard will change the presentation of financial statements but will not affect 
the calculation of net income, comprehensive income or earnings per share. 

ASU 2014-09 “Revenue from Contracts with Customers” (ASU 2014-09)

In May 2014, the FASB issued ASU 2014-09 clarifying the method used to determine the timing and requirements for 
revenue recognition on the statements of income.  Under the new standard, an entity must identify the performance 
obligations in a contract, the transaction price and allocate the price to specific performance obligations to recognize 
the revenue when the obligation is completed.  The amendments in this update also require disclosure of sufficient 
information to allow users to understand the nature, amount, timing and uncertainty of revenue and cash flow arising 
from contracts.  This standard must be retrospectively applied to all reporting periods presented in financial reports 
issued after the effective date.  

The new accounting guidance is effective for interim and annual periods beginning after December 15, 2016.  Early 
adoption is not permitted.  As applicable, this standard may change the amount of revenue recognized in the income 
statements in each reporting period.  Management is analyzing the impact of this new standard and, at this time, cannot 
estimate the impact of adoption on revenue or net income.  Management plans to adopt ASU 2014-09 effective January 
1, 2017.
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3.  COMPREHENSIVE INCOME 

Presentation of Comprehensive Income

The following tables provide the components of changes in AOCI for the three and nine months ended September 30, 
2014 and 2013.  All amounts in the following tables are presented net of related income taxes.

Changes in Accumulated Other Comprehensive Income (Loss) by Component
For the Three Months Ended September 30, 2014

Cash Flow Hedges
Interest Rate and Pension

Commodity Foreign Currency and OPEB Total
(in thousands)

Balance in AOCI as of June 30, 2014 $ — $ (191) $ (6,296) $ (6,487)
Change in Fair Value Recognized in AOCI — — — —
Amounts Reclassified from AOCI — 15 118 133
Net Current Period Other

Comprehensive Income — 15 118 133
Balance in AOCI as of September 30, 2014 $ — $ (176) $ (6,178) $ (6,354)

Changes in Accumulated Other Comprehensive Income (Loss) by Component
For the Three Months Ended September 30, 2013

Cash Flow Hedges
Interest Rate and Pension

Commodity Foreign Currency and OPEB Total
(in thousands)

Balance in AOCI as of June 30, 2013 $ 39 $ (252) $ (19,060) $ (19,273)
Change in Fair Value Recognized in AOCI (7) — — (7)
Amounts Reclassified from AOCI (39) 15 248 224
Net Current Period Other

Comprehensive Income (46) 15 248 217
Balance in AOCI as of September 30, 2013 $ (7) $ (237) $ (18,812) $ (19,056)

Changes in Accumulated Other Comprehensive Income (Loss) by Component
For the Nine Months Ended September 30, 2014

Cash Flow Hedges
Interest Rate and Pension

Commodity Foreign Currency and OPEB Total
(in thousands)

Balance in AOCI as of December 31, 2013 $ 23 $ (222) $ (5,221) $ (5,420)
Change in Fair Value Recognized in AOCI 348 — — 348
Amounts Reclassified from AOCI (371) 46 351 26
Net Current Period Other

Comprehensive Income (23) 46 351 374
Pension and OPEB Adjustment Related to

Kammer Plant — — (1,308) (1,308)
Balance in AOCI as of September 30, 2014 $ — $ (176) $ (6,178) $ (6,354)
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Changes in Accumulated Other Comprehensive Income (Loss) by Component
For the Nine Months Ended September 30, 2013 

Cash Flow Hedges
Interest Rate and Pension

Commodity Foreign Currency and OPEB Total
(in thousands)

Balance in AOCI as of December 31, 2012 $ (127) $ (282) $ (19,585) $ (19,994)
Change in Fair Value Recognized in AOCI 132 — — 132
Amounts Reclassified from AOCI (12) 45 773 806
Net Current Period Other

Comprehensive Income 120 45 773 938
Balance in AOCI as of September 30, 2013 $ (7) $ (237) $ (18,812) $ (19,056)

Reclassifications from Accumulated Other Comprehensive Income

The following tables provide details of reclassifications from AOCI for the three and nine months ended September 
30, 2014 and 2013.  The amortization of pension and OPEB AOCI components are included in the computation of net 
periodic pension and OPEB costs.  See Note 7 for additional details.

Reclassifications from Accumulated Other Comprehensive Income (Loss)
For the Three Months Ended September 30, 2014 and 2013

Amount of (Gain) Loss
Reclassified from AOCI

Three Months Ended September 30,
2014 2013

Gains and Losses on Cash Flow Hedges (in thousands)
Commodity:

Electric Generation, Transmission and Distribution Revenues $ — $ (70)
Purchased Electricity for Resale — 20
Other Operation Expense — (3)
Maintenance Expense — (3)
Property, Plant and Equipment — (4)

Subtotal – Commodity — (60)

Interest Rate and Foreign Currency:
Interest Expense 23 23

Subtotal – Interest Rate and Foreign Currency 23 23

Reclassifications from AOCI, before Income Tax (Expense) Credit 23 (37)
Income Tax (Expense) Credit 8 (13)
Reclassifications from AOCI, Net of Income Tax (Expense) Credit 15 (24)

Pension and OPEB
Amortization of Prior Service Cost (Credit) (55) (91)
Amortization of Actuarial (Gains)/Losses 236 472
Reclassifications from AOCI, before Income Tax (Expense) Credit 181 381
Income Tax (Expense) Credit 63 133
Reclassifications from AOCI, Net of Income Tax (Expense) Credit 118 248

Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit $ 133 $ 224
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Reclassifications from Accumulated Other Comprehensive Income (Loss)
For the Nine Months Ended September 30, 2014 and 2013

Amount of (Gain) Loss
Reclassified from AOCI

Nine Months Ended September 30,
2014 2013

Gains and Losses on Cash Flow Hedges (in thousands)
Commodity:

Electric Generation, Transmission and Distribution Revenues $ — $ (39)
Purchased Electricity for Resale (512) 44
Other Operation Expense (3) (8)
Maintenance Expense (5) (5)
Property, Plant and Equipment (6) (10)
Regulatory Assets/(Liabilities), Net (a) (43) —

Subtotal – Commodity (569) (18)

Interest Rate and Foreign Currency:
Interest Expense 69 69

Subtotal – Interest Rate and Foreign Currency 69 69

Reclassifications from AOCI, before Income Tax (Expense) Credit (500) 51
Income Tax (Expense) Credit (175) 18
Reclassifications from AOCI, Net of Income Tax (Expense) Credit (325) 33

Pension and OPEB
Amortization of Prior Service Cost (Credit) (162) (273)
Amortization of Actuarial (Gains)/Losses 702 1,461
Reclassifications from AOCI, before Income Tax (Expense) Credit 540 1,188
Income Tax (Expense) Credit 189 415
Reclassifications from AOCI, Net of Income Tax (Expense) Credit 351 773

Total Reclassifications from AOCI, Net of Income Tax (Expense) Credit $ 26 $ 806

(a) Represents realized gains and losses subject to regulatory accounting treatment recorded as either current or 
noncurrent on the condensed balance sheets.
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4.  RATE MATTERS 

As discussed in KPCo’s 2013 Annual Report, KPCo is involved in rate and regulatory proceedings at the FERC and 
the KPSC.  The Rate Matters note within KPCo’s 2013 Annual Report should be read in conjunction with this report 
to gain a complete understanding of material rate matters still pending that could impact net income, cash flows and 
possibly financial condition.  The following discusses ratemaking developments in 2014 and updates KPCo’s 2013 
Annual Report.

Regulatory Assets Pending Final Regulatory Approval
September 30, December 31,

2014 2013
Noncurrent Regulatory Assets  (in thousands)

Regulatory Assets Currently Not Earning a Return
Storm Related Costs $ 12,146 $ 12,146

Total Regulatory Assets Pending Final Regulatory Approval $ 12,146 $ 12,146

If these costs are ultimately determined not to be recoverable, it could reduce future net income and cash flows and 
impact financial condition.

Plant Transfer

In December 2012, KPCo filed a request with the KPSC for approval to transfer at net book value to KPCo a one-half 
interest in the Mitchell Plant, comprising 780 MW of average annual generating capacity.  KPCo also requested that 
costs related to the Big Sandy Plant, Unit 2 FGD project be established as a regulatory asset.  As of September 30, 
2014, the net book value of Big Sandy Plant, Unit 2 was $273 million, before cost of removal, including materials and 
supplies inventory and CWIP.  

In October 2013, the KPSC issued an order approving a modified settlement agreement between KPCo, Kentucky 
Industrial Utility Customers, Inc. and the Sierra Club.  The modified settlement approved the transfer of a one-half 
interest in the Mitchell Plant to KPCo at net book value on December 31, 2013 with the limitation that the net book 
value of the Mitchell Plant transfer not exceed the amount to be determined by a WVPSC order.  The WVPSC order 
was subsequently issued in December 2013, but the WVPSC deferred a decision on the transfer of the one-half interest 
in the Mitchell Plant to APCo.  The settlement also included the implementation of an Asset Transfer Rider to collect 
$44 million annually effective January 2014, subject to true-up, and allowed KPCo to retain any off-system sales 
margins above the $15.3 million annual level in base rates.  Additionally, the settlement allows for KPCo to file a 
Certificate of Public Convenience and Necessity to convert Big Sandy Plant, Unit 1 to natural gas, provided the cost 
is approximately $60 million, and addressed potential greenhouse gas initiatives on the Mitchell Plant.  The settlement 
also approved recovery, including a return, of coal-related retirement costs related to Big Sandy Plant over 25 years 
when base rates are set in the next base rate case (no earlier than June 2015), but rejected KPCo’s request to defer FGD 
project costs for Big Sandy Plant, Unit 2.  In December 2013, the transfer of a one-half interest in the Mitchell Plant 
to KPCo was completed.  

In December 2013, the Attorney General filed an appeal with the Franklin County Circuit Court.  In May 2014, KPCo's 
motion to dismiss the appeal was denied.  In May 2014, KPCo filed motions for reconsideration and clarification with 
the Franklin County Circuit Court.  In June 2014, the motion for reconsideration was denied but the motion to clarify 
was granted, thereby limiting the appeal to the issues of law presented in the Attorney General's appeal.  If any part of 
the KPSC order is overturned, or if the WVPSC approves a lower net book value for the Mitchell Plant transfer, it 
could reduce future net income and cash flows and impact financial condition.
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Kentucky Fuel Adjustment Clause Review

In August 2014, the KPSC issued an order initiating a review of KPCo's FAC from November 2013 through April 
2014.  An intervenor has requested and received a revised procedural schedule to determine if the allocation of fuel 
costs has been applied appropriately.  In October 2014, intervenors filed testimony that recommended the KPSC direct 
KPCo to modify its fuel allocation methodology and order a refund to customers of approximately $13 million, plus 
carrying charges at a weighted average cost of capital, related to the period January 1, 2014 through April 30, 2014.  
A hearing at the KPSC is scheduled for November 2014.  Management believes the methodology used to determine 
fuel costs is appropriate and intends to oppose the recommendations filed by intervenors.  If the KPSC directs KPCo 
to modify its fuel allocation methodology, it could affect the allocation of costs for all periods beginning January 2014, 
and if any of these costs are not recoverable, it could reduce future net income and cash flows and impact financial 
condition.    
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5.  COMMITMENTS, GUARANTEES AND CONTINGENCIES

KPCo is subject to certain claims and legal actions arising in its ordinary course of business.  In addition, KPCo’s 
business activities are subject to extensive governmental regulation related to public health and the environment.  The 
ultimate outcome of such pending or potential litigation cannot be predicted.  For current proceedings not specifically 
discussed below, management does not anticipate that the liabilities, if any, arising from such proceedings would have 
a material effect on the financial statements.  The Commitments, Guarantees and Contingencies note within KPCo’s 
2013 Annual Report should be read in conjunction with this report.

GUARANTEES

Liabilities for guarantees are recorded in accordance with the accounting guidance for “Guarantees.”  There is no 
collateral held in relation to any guarantees.  In the event any guarantee is drawn, there is no recourse to third parties 
unless specified below.

Letter of Credit

KPCo has $65 million of variable rate Pollution Control Bonds supported by a bilateral letter of credit for $66 million.  
The letter of credit matures in June 2017.

Indemnifications and Other Guarantees

Contracts

KPCo enters into certain types of contracts which require indemnifications.  Typically these contracts include, but are 
not limited to, sale agreements, lease agreements, purchase agreements and financing agreements.  Generally, these 
agreements may include, but are not limited to, indemnifications around certain tax, contractual and environmental 
matters.  With respect to sale agreements, exposure generally does not exceed the sale price.  As of September 30, 
2014, there were no material liabilities recorded for any indemnifications.

KPCo is jointly and severally liable for activity conducted by AEPSC on behalf of the AEP East Companies related to 
power purchase and sale activity conducted pursuant to the SIA.

Master Lease Agreements

KPCo leases certain equipment under master lease agreements.  Under the lease agreements, the lessor is guaranteed 
a residual value up to a stated percentage of either the unamortized balance or the equipment cost at the end of the 
lease term.  If the actual fair value of the leased equipment is below the guaranteed residual value at the end of the 
lease term, KPCo is committed to pay the difference between the actual fair value and the residual value guarantee.  
Historically, at the end of the lease term the fair value has been in excess of the unamortized balance.  As of September 30, 
2014, the maximum potential loss for these lease agreements was approximately $1.3 million assuming the fair value 
of the equipment is zero at the end of the lease term.
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 6.  IMPAIRMENT

2013

Big Sandy Plant, Unit 2 FGD Project 

In the third quarter of 2013, KPCo recorded a pretax write-off of $33 million in Asset Impairments and Other Related 
Charges on the statement of income primarily related to the Big Sandy Plant, Unit 2 FGD project.  See the "Plant 
Transfer" section of Rate Matters in Note 4.
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7.  BENEFIT PLANS

KPCo participates in an AEP sponsored qualified pension plan and an unfunded nonqualified pension plan.  Substantially 
all of KPCo’s employees are covered by the qualified plan or both the qualified and nonqualified pension plans.  KPCo 
also participates in OPEB plans sponsored by AEP to provide health and life insurance benefits for retired employees.

Components of Net Periodic Benefit Cost

The following tables provide the components of KPCo’s net periodic benefit cost (credit) for the plans for the three 
and nine months ended September 30, 2014 and 2013:

Other Postretirement
Pension Plans Benefit Plans

Three Months Ended September 30, Three Months Ended September 30,
2014 2013 2014 2013

(in thousands)
Service Cost $ 574 $ 471 $ 118 $ 208
Interest Cost 2,010 1,827 602 643
Expected Return on Plan Assets (2,418) (2,564) (1,061) (1,030)
Amortization of Prior Service Cost (Credit) 15 14 (606) (611)
Amortization of Net Actuarial Loss 1,117 1,650 187 588
Net Periodic Benefit Cost (Credit) $ 1,298 $ 1,398 $ (760) $ (202)

Other Postretirement
Pension Plans Benefit Plans

Nine Months Ended September 30, Nine Months Ended September 30,
2014 2013 2014 2013

(in thousands)
Service Cost $ 1,724 $ 1,411 $ 354 $ 624
Interest Cost 6,031 5,480 1,804 1,928
Expected Return on Plan Assets (7,255) (7,691) (3,180) (3,091)
Amortization of Prior Service Cost (Credit) 43 43 (1,818) (1,832)
Amortization of Net Actuarial Loss 3,350 4,951 560 1,764
Net Periodic Benefit Cost (Credit) $ 3,893 $ 4,194 $ (2,280) $ (607)
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8.  BUSINESS SEGMENTS

KPCo has one reportable segment, an integrated electricity generation, transmission and distribution business.  KPCo’s 
other activities are insignificant.
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9.  DERIVATIVES AND HEDGING

OBJECTIVES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS

KPCo is exposed to certain market risks as a major power producer and marketer of wholesale electricity, natural gas, 
coal and emission allowances.  These risks include commodity price risk, interest rate risk, credit risk and, to a lesser 
extent, foreign currency exchange risk.  These risks represent the risk of loss that may impact KPCo due to changes 
in the underlying market prices or rates.  AEPSC, on behalf of KPCo, manages these risks using derivative instruments.

STRATEGIES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS TO ACHIEVE OBJECTIVES

Risk Management Strategies

The strategy surrounding the use of derivative instruments primarily focuses on managing risk exposures, future cash 
flows and creating value utilizing both economic and formal hedging strategies.  The risk management strategies also 
include the use of derivative instruments for trading purposes, focusing on seizing market opportunities to create value 
driven by expected changes in the market prices of the commodities in which AEPSC transacts on behalf of KPCo.  
To accomplish these objectives, AEPSC, on behalf of KPCo, primarily employs risk management contracts including 
physical and financial forward purchase-and-sale contracts and, to a lesser extent,  OTC swaps and options.  Not all 
risk management contracts meet the definition of a derivative under the accounting guidance for “Derivatives and 
Hedging.”  Derivative risk management contracts elected normal under the normal purchases and normal sales scope 
exception are not subject to the requirements of this accounting guidance.

AEPSC, on behalf of KPCo, enters into power, coal, natural gas, interest rate and, to a lesser extent, heating oil, gasoline 
and other commodity contracts to manage the risk associated with the energy business.  AEPSC, on behalf of KPCo, 
enters into interest rate derivative contracts in order to manage the interest rate exposure associated with KPCo’s 
commodity portfolio.  For disclosure purposes, such risks are grouped as “Commodity,” as these risks are related to 
energy risk management activities.  AEPSC, on behalf of KPCo, also engages in risk management of interest rate risk 
associated with debt financing and foreign currency risk associated with future purchase obligations denominated in 
foreign currencies.  The amount of risk taken is determined by the Commercial Operations and Finance groups in 
accordance with the established risk management policies as approved by the Finance Committee of AEP’s Board of 
Directors.

The following table represents the gross notional volume of the KPCo’s outstanding derivative contracts as of 
September 30, 2014 and December 31, 2013:

Notional Volume of Derivative Instruments

Volume
September 30, December 31, Unit of

2014 2013 Measure
(in thousands)

Commodity:
Power 9,901 10,071 MWhs
Coal 193 2 Tons
Natural Gas 167 509 MMBtus
Heating Oil and Gasoline 237 261 Gallons
Interest Rate $ 1,417 $ 2,615 USD

Fair Value Hedging Strategies

AEPSC, on behalf of KPCo, enters into interest rate derivative transactions as part of an overall strategy to manage 
the mix of fixed-rate and floating-rate debt.  Certain interest rate derivative transactions effectively modify KPCo’s 
exposure to interest rate risk by converting a portion of KPCo’s fixed-rate debt to a floating rate.  Provided specific 
criteria are met, these interest rate derivatives are designated as fair value hedges.
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Cash Flow Hedging Strategies

AEPSC, on behalf of KPCo, enters into and designates as cash flow hedges certain derivative transactions for the 
purchase and sale of power and natural gas (“Commodity”) in order to manage the variable price risk related to the 
forecasted purchase and sale of these commodities.  Management monitors the potential impacts of commodity price 
changes and, where appropriate, enters into derivative transactions to protect profit margins for a portion of future 
electricity sales and fuel or energy purchases.  KPCo does not hedge all commodity price risk.  

KPCo’s vehicle fleet is exposed to gasoline and diesel fuel price volatility.  AEPSC, on behalf of KPCo, enters into 
financial heating oil and gasoline derivative contracts in order to mitigate price risk of future fuel purchases.  Cash 
flow hedge accounting for these derivative contracts was discontinued effective March 31, 2014.  For disclosure 
purposes, these contracts were included with other hedging activities as “Commodity” as of December 31, 2013.  In 
March 2014, these contracts were grouped as “Commodity” with other risk management activities.  KPCo does not 
hedge all fuel price risk.

AEPSC, on behalf of KPCo, enters into a variety of interest rate derivative transactions in order to manage interest 
rate risk exposure.  Some interest rate derivative transactions effectively modify exposure to interest rate risk by 
converting a portion of floating-rate debt to a fixed rate.  AEPSC, on behalf of KPCo, also enters into interest rate 
derivative contracts to manage interest rate exposure related to future borrowings of fixed-rate debt.  The forecasted 
fixed-rate debt offerings have a high probability of occurrence as the proceeds will be used to fund existing debt 
maturities and projected capital expenditures.  KPCo does not hedge all interest rate exposure.

At times, KPCo is exposed to foreign currency exchange rate risks primarily when KPCo purchases certain fixed assets 
from foreign suppliers.  In accordance with AEP’s risk management policy, AEPSC, on behalf of KPCo, may enter 
into foreign currency derivative transactions to protect against the risk of increased cash outflows resulting from a 
foreign currency’s appreciation against the dollar.  KPCo does not hedge all foreign currency exposure.

ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND THE IMPACT ON KPCo’s FINANCIAL 
STATEMENTS

The accounting guidance for “Derivatives and Hedging” requires recognition of all qualifying derivative instruments 
as either assets or liabilities on the condensed balance sheets at fair value.  The fair values of derivative instruments 
accounted for using MTM accounting or hedge accounting are based on exchange prices and broker quotes.  If a quoted 
market price is not available, the estimate of fair value is based on the best information available including valuation 
models that estimate future energy prices based on existing market and broker quotes, supply and demand market data 
and assumptions.  In order to determine the relevant fair values of the derivative instruments, KPCo applies valuation 
adjustments for discounting, liquidity and credit quality.

Credit risk is the risk that a counterparty will fail to perform on the contract or fail to pay amounts due.  Liquidity risk 
represents the risk that imperfections in the market will cause the price to vary from estimated fair value based upon 
prevailing market supply and demand conditions.  Since energy markets are imperfect and volatile, there are inherent 
risks related to the underlying assumptions in models used to fair value risk management contracts.  Unforeseen events 
may cause reasonable price curves to differ from actual price curves throughout a contract’s term and at the time a 
contract settles.  Consequently, there could be significant adverse or favorable effects on future net income and cash 
flows if market prices are not consistent with management’s estimates of current market consensus for forward prices 
in the current period.  This is particularly true for longer term contracts.  Cash flows may vary based on market 
conditions, margin requirements and the timing of settlement of KPCo’s risk management contracts.

According to the accounting guidance for “Derivatives and Hedging,” KPCo reflects the fair values of derivative 
instruments subject to netting agreements with the same counterparty net of related cash collateral.  For certain risk 
management contracts, KPCo is required to post or receive cash collateral based on third party contractual agreements 
and risk profiles.  For the September 30, 2014 and December 31, 2013 condensed balance sheets, KPCo netted $47 
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thousand and $0 thousand, respectively, of cash collateral received from third parties against short-term and long-term 
risk management assets and $93 thousand and $1 million, respectively, of cash collateral paid to third parties against 
short-term and long-term risk management liabilities.

The following tables represent the gross fair value impact of KPCo’s derivative activity on the condensed balance 
sheets as of September 30, 2014 and December 31, 2013:

Fair Value of Derivative Instruments
September 30, 2014

Gross Amounts Gross Net Amounts of
of Risk Amounts Assets/Liabilities

Risk Management Management Offset in the Presented in the
Contracts Hedging Contracts Assets/ Statement of Statement of

Interest Liabilities Financial Financial
Balance Sheet Location Commodity (a) Commodity (a) Rate (a) Recognized Position (b) Position (c)

(in thousands)
Current Risk Management Assets $ 6,384 $ — $ — $ 6,384 $ (2,038) $ 4,346
Long-term Risk Management Assets 1,631 — — 1,631 (295) 1,336
Total Assets 8,015 — — 8,015 (2,333) 5,682

Current Risk Management Liabilities 4,202 — — 4,202 (2,118) 2,084
Long-term Risk Management Liabilities 876 — — 876 (261) 615
Total Liabilities 5,078 — — 5,078 (2,379) 2,699

Total MTM Derivative Contract Net
Assets (Liabilities) $ 2,937 $ — $ — $ 2,937 $ 46 $ 2,983

Fair Value of Derivative Instruments
December 31, 2013

Gross Amounts Gross Net Amounts of
of Risk Amounts Assets/Liabilities

Risk Management Management Offset in the Presented in the
Contracts Hedging Contracts Assets/ Statement of Statement of

Interest Liabilities Financial Financial
Balance Sheet Location Commodity (a) Commodity (a) Rate (a) Recognized Position (b) Position (c)

(in thousands)
Current Risk Management Assets $ 9,520 $ 85 $ — $ 9,605 $ (5,249) $ 4,356
Long-term Risk Management Assets 4,306 — — 4,306 (822) 3,484
Total Assets 13,826 85 — 13,911 (6,071) 7,840

Current Risk Management Liabilities 7,583 65 — 7,648 (5,820) 1,828
Long-term Risk Management Liabilities 2,970 — — 2,970 (865) 2,105
Total Liabilities 10,553 65 — 10,618 (6,685) 3,933

Total MTM Derivative Contract Net
Assets (Liabilities) $ 3,273 $ 20 $ — $ 3,293 $ 614 $ 3,907

(a) Derivative instruments within these categories are reported gross.  These instruments are subject to master netting agreements and are presented on the 
condensed balance sheets on a net basis in accordance with the accounting guidance for "Derivatives and Hedging."

(b) Amounts include counterparty netting of risk management and hedging contracts and associated cash collateral in accordance with the accounting 
guidance for "Derivatives and Hedging."   

(c) There are no derivative contracts subject to a master netting arrangement or similar agreement which are not offset in the statement of financial position. 
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The table below presents KPCo’s activity of derivative risk management contracts for the three and nine months ended 
September 30, 2014 and 2013:

Amount of Gain (Loss) Recognized on
Risk Management Contracts

For the Three and Nine Months Ended September 30, 2014 and 2013

Three Months Ended Nine Months Ended
September 30, September 30,

Location of Gain (Loss) 2014 2013 2014 2013
(in thousands)

Electric Generation, Transmission and
Distribution Revenues $ 2,963 $ 714 $ 10,807 $ 1,160

Fuel and Other Consumables Used for Electric Generation (3) — 5 —
Regulatory Assets (a) (1,493) — (1,236) —
Regulatory Liabilities (a) (1,314) (775) 1,365 (944)
Total Gain (Loss) on Risk Management Contracts $ 153 $ (61) $ 10,941 $ 216

(a) Represents realized and unrealized gains and losses subject to regulatory accounting treatment recorded as either 
current or noncurrent on the condensed balance sheets.

Certain qualifying derivative instruments have been designated as normal purchase or normal sale contracts, as provided 
in the accounting guidance for “Derivatives and Hedging.”  Derivative contracts that have been designated as normal 
purchases or normal sales under that accounting guidance are not subject to MTM accounting treatment and are 
recognized on the condensed statements of income on an accrual basis.

KPCo’s accounting for the changes in the fair value of a derivative instrument depends on whether it qualifies for and 
has been designated as part of a hedging relationship and further, on the type of hedging relationship.  Depending on 
the exposure, management designates a hedging instrument as a fair value hedge or a cash flow hedge.

For contracts that have not been designated as part of a hedging relationship, the accounting for changes in fair value 
depends on whether the derivative instrument is held for trading purposes.  Unrealized and realized gains and losses 
on derivative instruments held for trading purposes are included in revenues on a net basis on KPCo’s condensed 
statements of income.  Unrealized and realized gains and losses on derivative instruments not held for trading purposes 
are included in revenues or expenses on KPCo’s condensed statements of income depending on the relevant facts and 
circumstances.  However, unrealized and some realized gains and losses for both trading and non-trading derivative 
instruments are recorded as regulatory assets (for losses) or regulatory liabilities (for gains), in accordance with the 
accounting guidance for “Regulated Operations.”

Accounting for Fair Value Hedging Strategies

For fair value hedges (i.e. hedging the exposure to changes in the fair value of an asset, liability or an identified portion 
thereof attributable to a particular risk), the gain or loss on the derivative instrument as well as the offsetting gain or 
loss on the hedged item associated with the hedged risk affects Net Income during the period of change.

KPCo records realized and unrealized gains or losses on interest rate swaps that qualify for fair value hedge accounting 
treatment and any offsetting changes in the fair value of the debt being hedged in Interest Expense on KPCo’s condensed 
statements of income.  During the three and nine months ended September 30, 2014 and 2013, KPCo did not designate 
any fair value hedging strategies.

Accounting for Cash Flow Hedging Strategies

For cash flow hedges (i.e. hedging the exposure to variability in expected future cash flows that is attributable to a 
particular risk), KPCo initially reports the effective portion of the gain or loss on the derivative instrument as a component 
of Accumulated Other Comprehensive Income (Loss) on the condensed balance sheets until the period the hedged item 
affects Net Income.  KPCo recognizes any hedge ineffectiveness as a regulatory asset (for losses) or a regulatory 
liability (for gains).
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Realized gains and losses on derivative contracts for the purchase and sale of power, coal and natural gas designated 
as cash flow hedges are included in Revenues, Fuel and Other Consumables Used for Electric Generation or Purchased 
Electricity for Resale on KPCo’s condensed statements of income, or in Regulatory Assets or Regulatory Liabilities 
on KPCo’s condensed balance sheets, depending on the specific nature of the risk being hedged.  During the three and 
nine months ended September 30, 2014 and 2013, KPCo designated power, coal and natural gas derivatives as cash 
flow hedges.

KPCo reclassifies gains and losses on heating oil and gasoline derivative contracts designated as cash flow hedges 
from Accumulated Other Comprehensive Income (Loss) on its condensed balance sheets into Other Operation expense, 
Maintenance expense or Depreciation and Amortization expense, as it relates to capital projects, on the condensed 
statements of income.  KPCo discontinued cash flow hedge accounting for these derivative contracts effective March 
31, 2014.  During the three and nine months ended September 30, 2013, KPCo designated heating oil and gasoline 
derivatives as cash flow hedges.  

KPCo reclassifies gains and losses on interest rate derivative hedges related to debt financings from Accumulated Other 
Comprehensive Income (Loss) on its condensed balance sheets into Interest Expense on its condensed statements of 
income in those periods in which hedged interest payments occur.  During the three and nine months ended September 
30, 2014 and 2013, KPCo did not designate any interest rate derivatives as cash flow hedges.

The accumulated gains or losses related to foreign currency hedges are reclassified from Accumulated Other 
Comprehensive Income (Loss) on KPCo’s condensed balance sheets into Depreciation and Amortization expense on 
the condensed statements of income over the depreciable lives of the fixed assets designated as the hedged items in 
qualifying foreign currency hedging relationships.  During the three and nine months ended September 30, 2014 and 
2013, KPCo did not designate any foreign currency derivatives as cash flow hedges.

During the three and nine months ended September 30, 2014 and 2013, hedge ineffectiveness was immaterial or 
nonexistent for all cash flow hedge strategies disclosed above.

For details on designated, effective cash flow hedges included in Accumulated Other Comprehensive Income (Loss) 
on KPCo’s condensed balance sheets and the reasons for changes in cash flow hedges for the three and nine months 
ended September 30, 2014 and 2013, see Note 3.

Cash flow hedges included in Accumulated Other Comprehensive Income (Loss) on KPCo’s condensed balance sheets 
as of September 30, 2014 and December 31, 2013 were:

Impact of Cash Flow Hedges on the Condensed Balance Sheet
September 30, 2014

Commodity Interest Rate Total
(in thousands)

Hedging Assets (a) $ — $ — $ —
Hedging Liabilities (a) — — —
AOCI Loss Net of Tax — (176) (176)
Portion Expected to be Reclassified to Net

Income During the Next Twelve Months — (60) (60)

Impact of Cash Flow Hedges on the Condensed Balance Sheet
December 31, 2013

Commodity Interest Rate Total
(in thousands)

Hedging Assets (a) $ 79 $ — $ 79
Hedging Liabilities (a) 59 — 59
AOCI Gain (Loss) Net of Tax 23 (222) (199)
Portion Expected to be Reclassified to Net

Income During the Next Twelve Months 23 (60) (37)

(a) Hedging Assets and Hedging Liabilities are included in Risk Management Assets and Liabilities on KPCo’s 
condensed balance sheets.
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The actual amounts that KPCo reclassifies from Accumulated Other Comprehensive Income (Loss) to Net Income can 
differ from the estimate above due to market price changes.  As of September 30, 2014, KPCo is not hedging (with 
contracts subject to the accounting guidance for “Derivatives and Hedging”) its exposure to variability in future cash 
flows related to forecasted transactions.

Credit Risk

AEPSC, on behalf of KPCo, limits credit risk in KPCo’s wholesale marketing and trading activities by assessing the 
creditworthiness of potential counterparties before entering into transactions with them and continuing to evaluate their 
creditworthiness on an ongoing basis.  AEPSC, on behalf of KPCo, uses Moody’s, Standard and Poor’s and current 
market-based qualitative and quantitative data as well as financial statements to assess the financial health of 
counterparties on an ongoing basis.  

When AEPSC, on behalf of KPCo, uses standardized master agreements, these agreements may include collateral 
requirements.  These master agreements facilitate the netting of cash flows associated with a single counterparty.  Cash, 
letters of credit and parental/affiliate guarantees may be obtained as security from counterparties in order to mitigate 
credit risk.  The collateral agreements require a counterparty to post cash or letters of credit in the event an exposure 
exceeds the established threshold.  The threshold represents an unsecured credit limit which may be supported by a 
parental/affiliate guaranty, as determined in accordance with AEP’s credit policy.  In addition, collateral agreements 
allow for termination and liquidation of all positions in the event of a failure or inability to post collateral.

Collateral Triggering Events

Under the tariffs of the RTOs and Independent System Operators (ISOs) and a limited number of derivative and non-
derivative contracts primarily related to competitive retail auction loads, KPCo is obligated to post an additional amount 
of collateral if certain credit ratings decline below investment grade.  The amount of collateral required fluctuates based 
on market prices and total exposure.  On an ongoing basis, AEP’s risk management organization assesses the 
appropriateness of these collateral triggering items in contracts.  KPCo has not experienced a downgrade below 
investment grade.  The following table represents: (a) KPCo’s fair value of such derivative contracts, (b) the amount 
of collateral KPCo would have been required to post for all derivative and non-derivative contracts if the credit ratings 
had declined below investment grade and (c) how much was attributable to RTO and ISO activities as of September 30, 
2014 and December 31, 2013:

September 30,
2014

December 31,
2013

(in thousands)
Liabilities for Derivative Contracts with Credit Downgrade Triggers $ 32 $ 118
Amount of Collateral KPCo Would Have Been Required to Post 558 565
Amount Attributable to RTO and ISO Activities 554 522

In addition, a majority of KPCo’s non-exchange traded commodity contracts contain cross-default provisions that, if 
triggered, would permit the counterparty to declare a default and require settlement of the outstanding payable.  These 
cross-default provisions could be triggered if there was a non-performance event by Parent or the obligor under 
outstanding debt or a third party obligation in excess of $50 million.  On an ongoing basis, AEP’s risk management 
organization assesses the appropriateness of these cross-default provisions in the contracts.  The following table 
represents: (a) the fair value of these derivative liabilities subject to cross-default provisions prior to consideration of 
contractual netting arrangements, (b) the amount this exposure has been reduced by cash collateral posted by KPCo 
and (c) if a cross-default provision would have been triggered, the settlement amount that would be required after 
considering KPCo’s contractual netting arrangements as of September 30, 2014 and December 31, 2013:

September 30,
2014

December 31,
2013

(in thousands)
Liabilities for Contracts with Cross Default Provisions Prior to Contractual 

Netting Arrangements $ 1,597 $ 4,039
Amount of Cash Collateral Posted — —
Additional Settlement Liability if Cross Default Provision is Triggered 1,484 3,817
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10.  FAIR VALUE MEASUREMENTS

Fair Value Hierarchy and Valuation Techniques

The accounting guidance for “Fair Value Measurements and Disclosures” establishes a fair value hierarchy that 
prioritizes the inputs used to measure fair value.  The hierarchy gives the highest priority to unadjusted quoted prices 
in active markets for identical assets or liabilities (Level 1 measurement) and the lowest priority to unobservable inputs 
(Level 3 measurement).  Where observable inputs are available for substantially the full term of the asset or liability, 
the instrument is categorized in Level 2.  When quoted market prices are not available, pricing may be completed using 
comparable securities, dealer values, operating data and general market conditions to determine fair value.  Valuation 
models utilize various inputs such as commodity, interest rate and, to a lesser degree, volatility and credit that include 
quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities 
in inactive markets, market corroborated inputs (i.e. inputs derived principally from, or correlated to, observable market 
data) and other observable inputs for the asset or liability.  The amount of risk taken is determined by the Commercial 
Operations and Finance groups in accordance with established risk management policies as approved by the Finance 
Committee of AEP’s Board of Directors. The AEP System’s market risk oversight staff independently monitors the 
risk policies, procedures and risk levels and provides members of the Commercial Operations Risk Committee 
(Regulated Risk Committee) various daily, weekly and/or monthly reports regarding compliance with policies, limits 
and procedures.  The Regulated Risk Committee consists of AEPSC’s Chief Operating Officer, Chief Financial Officer, 
Executive Vice President of Generation, Senior Vice President of Commercial Operations and Chief Risk Officer. 

For commercial activities, exchange traded derivatives, namely futures contracts, are generally fair valued based on 
unadjusted quoted prices in active markets and are classified as Level 1.  Level 2 inputs primarily consist of OTC 
broker quotes in moderately active or less active markets, as well as exchange traded contracts where there is insufficient 
market liquidity to warrant inclusion in Level 1.  Management verifies price curves using these broker quotes and 
classifies these fair values within Level 2 when substantially all of the fair value can be corroborated.  Management 
typically obtains multiple broker quotes, which are nonbinding in nature, but are based on recent trades in the 
marketplace.  When multiple broker quotes are obtained, the quoted bid and ask prices are averaged.  In certain 
circumstances, a broker quote may be discarded if it is a clear outlier.  Management uses a historical correlation analysis 
between the broker quoted location and the illiquid locations.  If the points are highly correlated, these locations are 
included within Level 2 as well.  Certain OTC and bilaterally executed derivative instruments are executed in less 
active markets with a lower availability of pricing information.  Illiquid transactions, complex structured transactions, 
FTRs and counterparty credit risk may require nonmarket based inputs.  Some of these inputs may be internally 
developed or extrapolated and utilized to estimate fair value.  When such inputs have a significant impact on the 
measurement of fair value, the instrument is categorized as Level 3.  The main driver of the contracts being classified 
as Level 3 is the inability to substantiate energy price curves in the market.  A significant portion of the Level 3 
instruments have been economically hedged which greatly limits potential earnings volatility.

Fair Value Measurements of Long-term Debt

The fair values of Long-term Debt are based on quoted market prices, without credit enhancements, for the same or 
similar issues and the current interest rates offered for instruments with similar maturities classified as Level 2 
measurement inputs.  These instruments are not marked-to-market.  The estimates presented are not necessarily 
indicative of the amounts that could be realized in a current market exchange.

The book values and fair values of KPCo’s Long-term Debt as of September 30, 2014 and December 31, 2013 are 
summarized in the following table:

September 30, 2014 December 31, 2013
Book Value Fair Value Book Value Fair Value

(in thousands)
Long-term Debt $ 814,514 $ 932,434 $ 749,389 $ 841,594
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Fair Value Measurements of Financial Assets and Liabilities

The following tables set forth, by level within the fair value hierarchy, KPCo’s financial assets and liabilities that were 
accounted for at fair value on a recurring basis as of September 30, 2014 and December 31, 2013.  As required by the 
accounting guidance for “Fair Value Measurements and Disclosures,” financial assets and liabilities are classified in 
their entirety based on the lowest level of input that is significant to the fair value measurement.  Management’s 
assessment of the significance of a particular input to the fair value measurement requires judgment and may affect 
the valuation of fair value assets and liabilities and their placement within the fair value hierarchy levels.  There have 
not been any significant changes in management’s valuation techniques.

Assets and Liabilities Measured at Fair Value on a Recurring Basis
September 30, 2014

Level 1 Level 2 Level 3 Other Total
Assets: (in thousands)

Risk Management Assets
Risk Management Commodity Contracts (a) (b) $ 39 $ 4,234 $ 3,535 $ (2,126) $ 5,682

Liabilities:

Risk Management Liabilities
Risk Management Commodity Contracts (a) (b) $ 38 $ 4,469 $ 364 $ (2,172) $ 2,699

Assets and Liabilities Measured at Fair Value on a Recurring Basis
December 31, 2013

Level 1 Level 2 Level 3 Other Total
Assets: (in thousands)

Risk Management Assets
Risk Management Commodity Contracts (a) (b) $ 170 $ 11,168 $ 2,487 $ (6,064) $ 7,761
Cash Flow Hedges:

Commodity Hedges (a) — 85 — (6) 79
Total Risk Management Assets $ 170 $ 11,253 $ 2,487 $ (6,070) $ 7,840

Liabilities:

Risk Management Liabilities
Risk Management Commodity Contracts (a) (b) $ 144 $ 10,092 $ 316 $ (6,678) $ 3,874
Cash Flow Hedges:

Commodity Hedges (a) — 65 — (6) 59
Total Risk Management Liabilities $ 144 $ 10,157 $ 316 $ (6,684) $ 3,933

(a) Amounts in “Other” column primarily represent counterparty netting of risk management and hedging contracts 
and associated cash collateral under the accounting guidance for “Derivatives and Hedging.”

(b) Substantially comprised of power contracts.

There were no transfers between Level 1 and Level 2 during the three and nine months ended September 30, 2014 and 
2013.
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The following tables set forth a reconciliation of changes in the fair value of net trading derivatives and other investments 
classified as Level 3 in the fair value hierarchy:

Net Risk Management
Three Months Ended September 30, 2014 Assets (Liabilities)

(in thousands)
Balance as of June 30, 2014 $ 3,586
Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b) (1,118)
Purchases, Issuances and Settlements (c) (270)
Transfers into Level 3 (d) (e) (1)
Transfers out of Level 3 (e) (f) (6)
Changes in Fair Value Allocated to Regulated Jurisdictions (g) 980
Balance as of September 30, 2014 $ 3,171

Net Risk Management
Three Months Ended September 30, 2013 Assets (Liabilities)

(in thousands)
Balance as of June 30, 2013 $ 2,674
Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b) (247)
Purchases, Issuances and Settlements (c) (218)
Transfers into Level 3 (d) (e) 3
Transfers out of Level 3 (e) (f) (3)
Changes in Fair Value Allocated to Regulated Jurisdictions (g) 39
Balance as of September 30, 2013 $ 2,248

Net Risk Management
Nine Months Ended September 30, 2014 Assets (Liabilities)

(in thousands)
Balance as of December 31, 2013 $ 2,171
Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b) 5,444
Purchases, Issuances and Settlements (c) (6,008)
Transfers into Level 3 (d) (e) (750)
Transfers out of Level 3 (e) (f) (7)
Changes in Fair Value Allocated to Regulated Jurisdictions (g) 2,321
Balance as of September 30, 2014 $ 3,171

Net Risk Management
Nine Months Ended September 30, 2013 Assets (Liabilities)

(in thousands)
Balance as of December 31, 2012 $ 2,199
Realized Gain (Loss) Included in Net Income (or Changes in Net Assets) (a) (b) (708)
Purchases, Issuances and Settlements (c) 354
Transfers into Level 3 (d) (e) 194
Transfers out of Level 3 (e) (f) (187)
Changes in Fair Value Allocated to Regulated Jurisdictions (g) 396
Balance as of September 30, 2013 $ 2,248

(a) Included in revenues on KPCo’s condensed statements of income.
(b) Represents the change in fair value between the beginning of the reporting period and the settlement of the risk management 

commodity contract.
(c) Represents the settlement of risk management commodity contracts for the reporting period.
(d) Represents existing assets or liabilities that were previously categorized as Level 2.
(e) Transfers are recognized based on their value at the beginning of the reporting period that the transfer occurred.
(f) Represents existing assets or liabilities that were previously categorized as Level 3.
(g) Relates to the net gains (losses) of those contracts that are not reflected on KPCo’s condensed statements of income.  These 

net gains (losses) are recorded as regulatory liabilities/assets.
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The following tables quantify the significant unobservable inputs used in developing the fair value of Level 3 positions 
as of September 30, 2014 and December 31, 2013:

Significant Unobservable Inputs
September 30, 2014

Significant Forward Price Range
Fair Value Valuation Unobservable Weighted

Assets Liabilities Technique Input (a) Low High Average
(in thousands)

Energy Contracts $ 1,087 $ 332
Discounted Cash

Flow Forward Market Price  $12.55 $80.70 $ 41.68

FTRs 2,448 32
Discounted Cash

Flow Forward Market Price  (14.63) 15.47 1.38
Total $ 3,535 $ 364

Significant Unobservable Inputs
December 31, 2013

Significant
Fair Value Valuation Unobservable Forward Price Range

Assets Liabilities Technique Input (a) Low High
(in thousands)

Energy Contracts $ 1,924 $ 198
Discounted Cash

Flow Forward Market Price  $ 13.04 $ 80.50

FTRs 563 118
Discounted Cash

Flow Forward Market Price  (5.10) 10.44
Total $ 2,487 $ 316

(a) Represents market prices in dollars per MWh.

The following table provides sensitivity of fair value measurements to increases (decreases) in significant unobservable 
inputs related to Energy Contracts and FTRs as of September 30, 2014:

Sensitivity of Fair Value Measurements
September 30, 2014

Impact on Fair Value
Significant Unobservable Input Position Change in Input Measurement
Forward Market Price Buy  Increase (Decrease)  Higher (Lower) 
Forward Market Price Sell  Increase (Decrease)  Lower (Higher) 
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11.  INCOME TAXES

AEP System Tax Allocation Agreement

KPCo joins in the filing of a consolidated federal income tax return with its affiliates in the AEP System.  The allocation 
of the AEP System’s current consolidated federal income tax to the AEP System companies allocates the benefit of 
current tax losses to the AEP System companies giving rise to such losses in determining their current tax expense.  
The tax benefit of the Parent is allocated to its subsidiaries with taxable income.  With the exception of the loss of the 
Parent, the method of allocation reflects a separate return result for each company in the consolidated group.

Federal and State Income Tax Audit Status

The IRS examination of years 2009 and 2010 started in October 2011 and was completed in the second quarter of 
2013.  The IRS examination of years 2011 and 2012 started in April 2014.  Although the outcome of tax audits is 
uncertain, in management’s opinion, adequate provisions for federal income taxes have been made for potential 
liabilities resulting from such matters.  In addition, KPCo accrues interest on these uncertain tax positions.  Management 
is not aware of any issues for open tax years that upon final resolution are expected to materially impact net income.

KPCo and other AEP subsidiaries file income tax returns in various state and local jurisdictions.  These taxing authorities 
routinely examine the tax returns.  KPCo and other AEP subsidiaries are currently under examination in several state 
and local jurisdictions.  However, it is possible that previously filed tax returns have positions that may be challenged 
by these tax authorities.  Management believes that adequate provisions for income taxes have been made for potential 
liabilities resulting from such challenges and that the ultimate resolution of these audits will not materially impact net 
income.  KPCo is no longer subject to state or local income tax examinations by tax authorities for years before 2009.
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12.  FINANCING ACTIVITIES

Long-term Debt

Long-term debt and other securities issued and retirements made during the first nine months of 2014 are shown in 
the tables below:

Principal Interest Due
Type of Debt Amount (a) Rate Date

Issuances: (in thousands) (%)
Pollution Control Bonds $ 65,000 (b) Variable 2036 
Senior Unsecured Notes 120,000 4.18 2026

(a) Amount indicated on the statement of cash flows is net of issuance costs and premium 
or discount and will not tie to the issuance amount.

(b) Pollution Control Bond is subject to redemption earlier than the maturity date.  
Consequently, this bond has been classified for maturity purposes as Long-term Debt 
Due Within One Year - Nonaffiliated.

Principal Interest Due
Type of Debt Amount Paid Rate Date

Retirements: (in thousands) (%)
Other Long-term Debt $ 120,000 Variable 2015

In December 2013, AGR assigned KPCo $200 million of Other Long-term Debt due in May 2015.  In September 2014, 
KPCo refinanced $120 million of the original assignment as Senior Unsecured Notes (see issuances and retirements 
tables above).  Also in September 2014, KPCo signed an agreement to refinance the remaining $80 million in December 
2014 as 4.33% Senior Unsecured Notes due in 2026.  Consequently and as of September 30, 2014, the remaining $80 
million was excluded from current liabilities and was instead classified as Long-term Debt - Nonaffiliated on the 
balance sheet.

In October 2014, KPCo retired $20 million of 5.25% Notes Payable - Affiliated due in 2015.

Dividend Restrictions

KPCo pays dividends to Parent provided funds are legally available.  Various financing arrangements and regulatory 
requirements may impose certain restrictions on the ability of KPCo to transfer funds to Parent in the form of dividends.

Federal Power Act

The Federal Power Act prohibits KPCo from participating “in the making or paying of any dividends of such public 
utility from any funds properly included in capital account.”  The term “capital account” is not defined in the Federal 
Power Act or its regulations.  Management understands “capital account” to mean the book value of the common stock.  
This restriction does not limit the ability of KPCo to pay dividends out of retained earnings.

Leverage Restrictions

Pursuant to the credit agreement leverage restrictions, KPCo must maintain a percentage of debt to total capitalization 
at a level that does not exceed 67.5%.
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Utility Money Pool - AEP System

The AEP System uses a corporate borrowing program to meet the short-term borrowing needs of AEP’s subsidiaries.  
The corporate borrowing program includes a Utility Money Pool, which funds AEP’s utility subsidiaries.  The AEP 
System Utility Money Pool operates in accordance with the terms and conditions of the AEP System Utility Money 
Pool agreement filed with the FERC.  The amounts of outstanding loans to (borrowings from) the Utility Money Pool 
as of September 30, 2014 and December 31, 2013 are included in Advances to Affiliates and Advances from Affiliates, 
respectively, on KPCo’s condensed balance sheets.  KPCo’s Utility Money Pool activity and corresponding authorized 
borrowing limits for the nine months ended September 30, 2014 are described in the following table:

Maximum Maximum Average Average Loans Authorized
Borrowings Loans Borrowings Loans to the Utility Short-Term

from the Utility to the Utility from the Utility to the Utility Money Pool as of Borrowing
Money Pool Money Pool Money Pool Money Pool September 30, 2014 Limit

(in thousands)
$ 50,366 $ 86,715 $ 23,837 $ 46,029 $ 9,577 $ 250,000

Maximum, minimum and average interest rates for funds either borrowed from or loaned to the Utility Money Pool 
for the nine months ended September 30, 2014 and 2013 are summarized in the following table:

Maximum Minimum Maximum Minimum Average Average
Interest Rate Interest Rate Interest Rate Interest Rate Interest Rate Interest Rate

for Funds for Funds for Funds for Funds for Funds for Funds
Nine Months Borrowed Borrowed Loaned Loaned Borrowed Loaned

Ended from the Utility from the Utility to the Utility to the Utility from the Utility to the Utility
September 30, Money Pool Money Pool Money Pool Money Pool Money Pool Money Pool
2014 0.33% 0.24% 0.33% 0.26% 0.28% 0.28%
2013 0.43% 0.35% 0.36% 0.28% 0.38% 0.32%

Sale of Receivables - AEP Credit

Under a sale of receivables arrangement, KPCo sells, without recourse, certain of its customer accounts receivable and 
accrued unbilled revenue balances to AEP Credit and is charged a fee based on AEP Credit’s financing costs, 
administrative costs and uncollectible accounts experience for KPCo’s receivables.  The costs of customer accounts 
receivable sold are reported in Other Operation expense on KPCo’s condensed statements of income.  KPCo manages 
and services its accounts receivable sold.

AEP Credit's receivables securitization agreement provides a commitment of $750 million from bank conduits to 
purchase receivables.  The agreement was increased in June 2014 from $700 million and expires in June 2016.

KPCo’s amounts of accounts receivable and accrued unbilled revenues sold under the sale of receivables agreement 
were $46 million and $43 million as of September 30, 2014 and December 31, 2013, respectively.

The fees paid by KPCo to AEP Credit for customer accounts receivable sold for the three months ended September 
30, 2014 and 2013 were $672 thousand and $493 thousand, respectively, and for the nine months ended September 
30, 2014 and 2013 were $2.1 million and $1.5 million, respectively.

KPCo’s proceeds on the sale of receivables to AEP Credit for the three months ended September 30, 2014 and 2013 
were $142 million and $130 million, respectively, and for the nine months ended September 30, 2014 and 2013 were 
$462 million and $398 million, respectively.
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13.  VARIABLE INTEREST ENTITIES

The accounting guidance for “Variable Interest Entities” is a consolidation model that considers if a company has a 
controlling financial interest in a VIE.  A controlling financial interest will have both (a) the power to direct the activities 
of a VIE that most significantly impact the VIE’s economic performance and (b) the obligation to absorb losses of the 
VIE that could potentially be significant to the VIE or the right to receive benefits from the VIE that could potentially 
be significant to the VIE.  Entities are required to consolidate a VIE when it is determined that they have a controlling 
financial interest in a VIE and therefore, are the primary beneficiary of that VIE, as defined by the accounting guidance 
for “Variable Interest Entities.”  In determining whether KPCo is the primary beneficiary of a VIE, management 
considers factors such as equity at risk, the amount of the VIE’s variability KPCo absorbs, guarantees of indebtedness, 
voting rights including kick-out rights, the power to direct the VIE, variable interests held by related parties and other 
factors.  Management believes that significant assumptions and judgments were applied consistently.  KPCo is not the 
primary beneficiary of any VIE and has not provided financial or other support to any VIE that was not previously 
contractually required.

AEPSC provides certain managerial and professional services to AEP’s subsidiaries.  AEP is the sole equity owner of 
AEPSC.  AEP management controls the activities of AEPSC.  The costs of the services are based on a direct charge 
or on a prorated basis and billed to the AEP subsidiary companies at AEPSC’s cost.  AEP subsidiaries have not provided 
financial or other support outside the reimbursement of costs for services rendered.  AEPSC finances its operations 
through cost reimbursement from other AEP subsidiaries.  There are no other terms or arrangements between AEPSC 
and any of the AEP subsidiaries that could require additional financial support from an AEP subsidiary or expose them 
to losses outside of the normal course of business.  AEPSC and its billings are subject to regulation by the FERC.  AEP 
subsidiaries are exposed to losses to the extent they cannot recover the costs of AEPSC through their normal business 
operations.  AEP subsidiaries are considered to have a significant interest in AEPSC due to their activity in AEPSC’s 
cost reimbursement structure.  However, AEP subsidiaries do not have control over AEPSC.  AEPSC is consolidated 
by AEP.  In the event AEPSC would require financing or other support outside the cost reimbursement billings, this 
financing would be provided by AEP.  KPCo’s total billings from AEPSC for the three months ended September 30, 
2014 and 2013 were $12 million and $8 million, respectively, and for the nine months ended September 30, 2014 and 
2013 were $37 million and $23 million, respectively.  The carrying amount of liabilities associated with AEPSC as of 
September 30, 2014 and December 31, 2013 was $4 million and $4 million, respectively.  Management estimates the 
maximum exposure of loss to be equal to the amount of such liability.

AEGCo, a wholly-owned subsidiary of AEP, is consolidated by AEP.  AEGCo owns a 50% ownership interest in 
Rockport Plant, Unit 1 and leases a 50% interest in Rockport Plant, Unit 2.  AEGCo sells all the output from the 
Rockport Plant to I&M and KPCo.  AEP has agreed to provide AEGCo with the funds necessary to satisfy all of the 
debt obligations of AEGCo.  KPCo is considered to have a significant interest in AEGCo due to these transactions.  
KPCo is exposed to losses to the extent it cannot recover the costs of AEGCo through its normal business operations.  
Due to AEP management’s control over AEGCo, KPCo is not considered the primary beneficiary of AEGCo.  In the 
event AEGCo would require financing or other support outside the billings to KPCo, this financing would be provided 
by AEP.  Total billings from AEGCo for the three months ended September 30, 2014 and 2013 were $29 million and 
$28 million, respectively, and for the nine months ended September 30, 2014 and 2013 were $87 million and $76 
million, respectively.  The carrying amount of liabilities associated with AEGCo as of September 30, 2014 and 
December 31, 2013 was $10 million and $11 million, respectively.  Management estimates the maximum exposure of 
loss to be equal to the amount of such liability.
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(t) 

 
 

Filing Requirement: 
 

If the utility had amounts charged or allocated to it by an affiliate or general or home 
office or paid monies to an affiliate or general or home office during the test period or 
during the previous three (3) calendar years, the utility shall file: 
 

1.  A detailed description of the method and amounts allocated or charged to 
the utility by the affiliate or general or home office for each charge 
allocation or payment; 
 

2.  An explanation of how the allocator for the test period was determined; and 
 

3.  All facts relied upon, including other regulatory approval, to demonstrate 
that each amount charged, allocated, or paid during the test period was 
reasonable. 

 
 

Response: 
 
1. Please see the attached document. 
 
2-3. Amounts are allocated or charged in accordance with the Company’s cost 
allocation manual developed and maintained in accordance with KRS 278.2203 and 
KRS 278.2205.  A copy of the Company’s current cost allocation manual is attached 
beginning at page 3 of this Section II. 
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(u) 

 
 

Filing Requirement: 
 

If the utility provides gas, electric, water, or sewage utility service and has annual gross 
revenues greater than $5,000,000 a cost of service study based on a methodology generally 
accepted within the industry and based on current and reliable data from a single time 
period; and 
 

 
Response: 
 
Please see the testimony of Company Witnesses Stegall and Listebarger for the cost of 
service study based on current and reliable data from a single time period. 
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Filing Requirement 
807 KAR 5:001 Section 16 (4)(v) 

 
 
Filing Requirement: 

 
Incumbent local exchange carriers with fewer than 50,000 access lines shall not be 
required to file cost of service studies, except as specifically directed by the commission. 
Local exchange carriers with more than 50,000 access lines shall file: 
 

1.  A jurisdictional separations study consistent with 47 C.F.R. Part 36; and 
 

2. Service specific cost studies to support the pricing of all services that 
generate annual revenue greater than $1,000,000 except local exchange 
access: 
 

a. Based on current and reliable data from a single time period; and 
 

b. Using generally recognized fully allocated, embedded, or 
incremental cost principles. 

 
 

 
Response: 
 
Not Applicable. 
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Filing Requirement 
807 KAR 5:001 Section 16 (5)(a) 

 
 
Filing Requirement: 
 
Upon good cause shown, a utility may request pro forma adjustments for known and 
measurable changes to ensure fair, just, and reasonable rates based on the historical test 
period. The following information shall be filed with each application requesting pro 
forma adjustments or a statement explaining why the required information does not exist 
and is not applicable to the utility's application: 
 

(a) A detailed income statement and balance sheet reflecting the impact of all proposed 
adjustments; 
 
 

Response: 
 
Please see Section IV, pages 3, 4 and 7 of this filing. 
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Filing Requirement 
807 KAR 5:001 Section 16 (5)(b) 

 
 

Filing Requirement: 
 

The most recent capital construction budget containing at least the period of time as 
proposed for any pro forma adjustment for plant additions; 
 

 
Response: 
 
The Company is not proposing any pro forma adjustments for plant additions.  Please 
see the attached most recent capital construction budget. 
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Kentucky Power Company 
November 20, 2014 

Construction Expenditures by Function ($000's) 

Production 
Transmission 
Distribution 
General I Intangible Plant 

Source: 2014 EEl Capital Forecast 

$ 43,544 
$ 12,109 
$ 38,881 
$ 8,254 
$ 102,788 

$ 
$ 
$ 
$ 
$ 

2016 2017 

34,095 $ 21,451 
15,110 $ 12,296 
38,382 $ 36,918 
4,955 $ 6,968 

92,542 $77,633 



Filing Requirement 
807 KAR 5:001 Section 16 (5)(c) 

 
 
Filing Requirement: 

 
For each proposed pro forma adjustment reflecting plant additions, provide the following 
information: 

 
1. The starting date of the construction of each major component of plant; 
 
2. The proposed in-service date; 
 
3. The total estimated cost of construction at completion; 
 
4. The amount contained in construction work in progress at the end of the test 

period; 
 
5. A schedule containing a complete description of actual plant retirements and 

anticipated plant retirements related to the pro forma plant additions including 
the actual or anticipated date of retirement; 

 
6.  The original cost and the cost of removal and salvage for each component of 

plant to be retired during the period of the proposed pro forma adjustment for 
plant additions; 

 
7. An explanation of differences, if applicable, in the amounts contained in the 

capital construction budget and the amounts of capital construction cost 
contained in the pro forma adjustment period; and 

 
8. The impact on depreciation expense of all proposed pro forma adjustments for 

plant additions and retirements; 
 

 
Response: 
 
Not Applicable. 

KPSC Case No. 2014-00396 
Section II - Application 

Filing Requirements 
Page 1806 of 1829



 
 
 
 
 
 
 
 
 
 
 

Filing Requirements 807 KAR 5:001 Section 16(6) to 807 KAR 5:001 Section 16 (8)(n) 
are Not Applicable. 
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Filing Requirement 
807 KAR 5:001 Section 16(9) 

 
 
Filing Requirement: 
 
The commission shall notify the applicant of any deficiencies in the application within 
thirty (30) days of the application's submission. An application shall not be accepted for 
filing until the utility has cured all noted deficiencies. 
 
 
Response: 
 
Kentucky Power will promptly correct any deficiency from its application. 
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Filing Requirement 
807 KAR 5:001 Section 16(10) 

 
 
Filing Requirement: 
 
A request for a waiver from the requirements of this section shall include the specific 
reasons for the request. The commission shall grant the request upon good cause shown by 
the utility. In determining if good cause has been shown, the commission shall consider: 
 

(a) If other information that the utility would provide if the waiver is granted is 
sufficient to allow the commission to effectively and efficiently review the rate 
application; 
 

(b) If the information that is the subject of the waiver request is normally maintained 
by the utility or reasonably available to it from the information that it maintains;  
 

(c) The expense to the utility in providing the information that is the subject of the 
waiver request. 

 
 
 
Response: 
 
The Company is requesting no waivers at this time.  
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Filing Requirement 
807 KAR 5:001 Section 17(1)(a) 
807 KAR 5:011 Section 8 (1)(a) 

 
 

Filing Requirement: 
 
Public postings. 
 
      (a) A utility shall post at its place of business a copy of the notice no later than the date 
the application is submitted to the commission. 
 
       
Response: 
 
Kentucky Power Company will comply with 807 KAR 5:001, Section 17(1)(a) and 807 
KAR 5:011 Section 8 (1)(a) by posting its Notice to the Customers of Kentucky Power 
Company on or before the day that the tariff is filed with the Public Service 
Commission at the locations shown below.  
 
• 101A Enterprise Drive, Frankfort, Kentucky 
• 12333 Kevin Avenue, Ashland, Kentucky 
• 1400 E. Main Street, Hazard, Kentucky 
• 3249 North Mayo Trail, Pikeville, Kentucky 
 
The Notice will remain posted until issuance of a final order from the Commission 
establishing KPCo’s approved rates. 
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Filing Requirement 
807 KAR 5:001 Section 17(1)(b) 
807 KAR 5:011 Section 8 (1)(b) 

 
 
 
Filing Requirement: 
 
Public postings. 
 
       (b) A utility that maintains a Web site shall, within five (5) business days of the date 
the application is submitted to the commission, post on its Web sites: 
 
      1. A copy of the public notice; and 
 
      2. A hyperlink to the location on the commission’s Web site where the case documents 
are available. 
 
 
 
Response: 
 
Kentucky Power will within five (5) business days of filing its application post a copy of 
the public notice along with a hyperlink to the filing on the Commission’s Web site.  
The Notice will remain posted until issuance of a final order from the Commission 
establishing KPCo’s approved rates. 
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Filing Requirement 
807 KAR 5:001 Section 17(1)(c) 
807 KAR 5:011 Section 8 (1)(c) 

 
 
 
Filing Requirement: 
 
Public postings. 
 

(d)  The information required in paragraphs (a) and (b) of this subsection shall not be 
removed until the commission issues a final decision on the application. 

 
 
Response: 
 
The Company will comply with 807 KAR 5:001 Section 17(1)(c) and 807 KAR 5:011 
Section 8 (1)(c). 
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Filing Requirement 
807 KAR 5:001 Section 17(2)(b) 
807 KAR 5:011 Section 8 (2)(b) 

 
 
Filing Requirement: 
 
Customer Notice. 
 
     (b) If a utility has more than twenty (20) customers, it shall provide notice by: 
 
      1. Including notice with customer bills mailed no later than the date the application is 
submitted to the commission; 
 
      2. Mailing a written notice to each customer no later than the date the application is 
submitted to the commission; 
 
      3. Publishing notice once a week for three (3) consecutive weeks in a prominent 
manner in a newspaper of general circulation in the utility's service area, the first 
publication to be made no later than the date the application is submitted to the 
commission; or 
 
      4. Publishing notice in a trade publication or newsletter delivered to all customers no 
later than the date the application is submitted to the commission. 
 

(b) A utility that provides service in more than one (1) county may use a combination 
of the notice methods listed in paragraph (b) of this subsection. 

 
 
 
Response: 
 
Kentucky Power complied with 807 KAR 5:001 Section 17(2)(b)(3) 
and 807 KAR 5:011 Section 8(2)(b)(3) by delivering to newspapers of general 
circulation in its service territory a copy of the Notice to the Customers of Kentucky 
Power Company for publication once a week for three (3) consecutive weeks in a 
prominent manner, the first of said publications to be made by the date the application 
is filed.  
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Filing Requirement 
807 KAR 5:001 Section 17(3) 
807 KAR 5:011 Section 8(3) 

 
 
Filing Requirement: 
 
Proof of Notice. A utility shall file with the commission no later than forty-five (45) days 
from the date the application was initially submitted to the commission: 
 
      (a) If notice is mailed to its customers, an affidavit from an authorized representative 
of the utility verifying the contents of the notice, that notice was mailed to all customers, 
and the date of the mailing; 
 
      (b) If notice is published in a newspaper of general circulation in the utility’s service 
area, an affidavit from the publisher verifying the contents of the notice, that the notice 
was published, and the dates of the notice’s publication; or 
 

(c) If notice is published in a trade publication or newsletter delivered to all customers, 
an affidavit from an authorized representative of the utility verifying the contents 
of the notice, the mailing of the trade publication or newsletter, that notice was 
included in the publication or newsletter, and the date of mailing. 

 
 
Response: 
 
Kentucky Power Company will provide the prescribed affidavits within forty-five (45) 
days of the date of which Kentucky Power filed its application. 
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Filing Requirement 
807 KAR 5:001 Section 17(4)(a) 
807 KAR 5:011 Section 8(4)(a) 

 
 
Filing Requirement: 
 
 Notice Content. Each notice issued in accordance with this section shall contain: 
 
      (a) The proposed effective date and the date the proposed rates are expected to be filed 
with the commission; 
 
      
 
Response: 
 
The notice complies with this requirement. 
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Filing Requirement 
807 KAR 5:001 Section 17(4)(b) 
807 KAR 5:011 Section 8(4)(b) 

 
 
Filing Requirement: 
 
 Notice Content. Each notice issued in accordance with this section shall contain: 
 

The present rates and proposed rates for each customer classification to which the 
proposed rates will apply; 
 
 

Response: 
 

The notice complies with this requirement. 
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Filing Requirement 
807 KAR 5:001 Section 17(4)(c) 
807 KAR 5:011 Section 8(4)(c) 

 
 
Filing Requirement: 

 
Notice Content. Each notice issued in accordance with this section shall contain: 
 

The amount of the change requested in both dollar amounts and percentage change 
for each customer classification to which the proposed rates will apply; 

 
 
 
Response: 
 
The notice complies with this requirement. 
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Filing Requirement 
807 KAR 5:001 Section 17(4)(d) 
807 KAR 5:011 Section 8(4)(d) 

 
 
 
Filing Requirement: 

 
Notice Content. Each notice issued in accordance with this section shall contain: 
 

The amount of the average usage and the effect upon the average bill for each 
customer classification to which the proposed rates will apply, except for local 
exchange companies, which shall include the effect upon the average bill for each 
customer classification for the proposed rate change in basic local service; 

 
 
 
Response: 
 
The notice complies with this requirement. 
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Filing Requirement 
807 KAR 5:001 Section 17(4)(e) 
807 KAR 5:011 Section 8(4)(e) 

 
 
Filing Requirement: 

 
Notice Content. Each notice issued in accordance with this section shall contain: 
 

A statement that a person may examine this application at the offices of (utility 
name) located at (utility address); 
 

 
 
Response: 
 
The notice complies with this requirement. 
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Filing Requirement 
807 KAR 5:001 Section 17(4)(f) and (g) 
807 KAR 5:011 Section 8(4)(f) and (g) 

 
 
 
Filing Requirement: 

 
Notice Content. Each notice issued in accordance with this section shall contain: 
 

      (f) A statement that a person may examine this application at the commission’s 
offices located at 211 Sower Boulevard, Frankfort, Kentucky, Monday through 
Friday, 8:00 a.m. to 4:30 p.m., or through the commission’s Web site at 
http://psc.ky.gov; 
 
      (g) A statement that comments regarding the application may be submitted to 
the Public Service Commission through its Web site or by mail to Public Service 
Commission, Post Office Box 615, Frankfort, Kentucky 40602; 
 

 
 
Response: 
 
The notice complies with this requirement. 
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Filing Requirement 
807 KAR 5:001 Section 17(4)(h) 
807 KAR 5:011 Section 8(4)(h) 

 
 
 
Filing Requirement: 

 
Notice Content. Each notice issued in accordance with this section shall contain: 
 

A statement that the rates contained in this notice are the rates proposed by (utility 
name) but that the Public Service Commission may order rates to be charged that 
differ from the proposed rates contained in this notice; 

 
 
Response: 
 
The notice complies with this requirement. 
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Filing Requirement 
807 KAR 5:001 Section 17(4)(i) 
807 KAR 5:011 Section 8(4)(i) 

 
 
Filing Requirement: 

 
Notice Content. Each notice issued in accordance with this section shall contain: 
 

A statement that a person may submit a timely written request for intervention to 
the Public Service Commission, Post Office Box 615, Frankfort, Kentucky 40602, 
establishing the grounds for the request including the status and interest of the 
party; and 

 
 
Response: 
 
The notice complies with this requirement. 
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Filing Requirement 
807 KAR 5:001 Section 17(4)(j) 
807 KAR 5:011 Section 8(4)(j) 

 
 
Filing Requirement: 

 
Notice Content. Each notice issued in accordance with this section shall contain: 
 

A statement that if the commission does not receive a written request for 
intervention within thirty (30) days of initial publication or mailing of the notice, 
the commission may take final action on the application. 

 
 
Response: 
 
The notice complies with this requirement. 
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Filing Requirement 
807 KAR 5:001 Section 16(3) 
807 KAR 5:011 Section 8(5) 

 
 
Filing Requirement: 
 
Compliance by electric utilities with rate schedule information required by 807 KAR 5:051. 
Notice given pursuant to subsection (2)(a) or (b) of this section shall substitute for the 
notice required by 807 KAR 5:051, Section 2, if the notice contained a clear and concise 
explanation of the proposed change in the rate schedule applicable to each customer. 
 
Response: 
 
The Company has complied with 807 KAR 5:001 Section 16(3) and 807 KAR 5:011 
Section 8(5). 
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Filing Requirement 
807 KAR 5:011 Section 8(6) 

 
 
 
Filing Requirement: 
 
Periodic recalculation of a formulaic rate that does not involve a revision of the rate and 
that is performed in accordance with provisions of an effective rate schedule, special 
contract, or administrative regulation does not require notice in accordance with this 
section. 
 
 
Response: 
 
Not Applicable. 
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Filing Requirement 
807 KAR 5:011 Section 9(1) 

 
 
Filing Requirement: 
 
The proposed rates on a new tariff or revised sheet of an existing tariff shall become 
effective on the date stated on the tariff sheet if: 

 
(a) Proper notice was provided to the public in accordance with Section 8 of this 

administrative regulation; 

 
(b) Statutory notice was provided; and 

 
(c) The commission does not suspend the proposed rates pursuant to KRS 278.190. 

 
 
Response: 
 
The Company has complied with 807 KAR 5:011 Section 9(1). 
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Filing Requirement 
807 KAR 5:011 Section 9(2) 

 
 
Filing Requirement: 
 
All information and notices required by this administrative regulation shall be furnished to 
the commission at the time of the filing of the proposed rate. If a substantial omission 
occurs, which is prejudicial to full consideration by the commission or to the public, the 
statutory notice period to the commission shall not commence until the omitted 
information and notice is filed. 

 
 
Response: 
 
Kentucky Power Company will comply with 807 KAR 5:011, Section 9(2) by including 
all information and notices required to the Commission at the time of filing.  Kentucky 
Power will promptly correct any deficiency in its application. 
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Filing Requirement 
807 KAR 5:051 Section 2(1) 

 
 
Filing Requirement: 
 
Each electric utility shall transmit to each of its consumers a clear and concise explanation 
of any proposed change in the rate schedule applicable to the consumer. 
 

(1) When an electric utility proposes a change in a rate schedule, the statement 
explaining it shall be transmitted to each consumer to which the change applies 
within thirty (30) days after the utility applies for that change or within sixty (60) 
days in the case of an electric utility which uses a bimonthly billing system. 
 

 
Response: 
 
Pursuant to 807 KAR 5:001, Section 16(3) and 807 KAR 5:011, Section 8(5), Kentucky 
Power Company has complied with this requirement through the notice given pursuant 
to 807 KAR 5:001, Section 17(2)(b)(3) and 807 KAR 5:011, Section 8(2)(b)(3), 
respectively. 
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Filing Requirement 
807 KAR 5:051 Section 2(2) 

 
 
Filing Requirement: 
 
The statement explaining a proposed rate change may be included with the regular bill. (8 
Ky.R. 822; eff. 4-7-82.) 
 
 
 
Response: 
 
Pursuant to 807 KAR 5:001, Section 16(3) and 807 KAR 5:011, Section 8(5), Kentucky 
Power Company has complied with this requirement through the notice given pursuant 
to 807 KAR 5:001, Section 17(2)(b)(3) and 807 KAR 5:011, Section 8(2)(b)(3), 
respectively. 
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