
 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_1 In Case No. 2011-00124, the Applicants, including Duke Energy 

Kentucky (“DEK”), sought approval of revisions to certain affiliate 

agreements pursuant to the requirements of KRS 278.2207, as described 

by DEK in its Application and recapped by the Commission in its Order in 

that case as follows: 

Duke Kentucky and many of its affiliates are parties to Commission-

approved service agreements that permit transactions to occur between the 

parties under defined pricing terms and conditions. The Applicants are 

requesting approval of revisions that reflect the addition of Progress as a 

party to the following affiliate agreements: (1) Service Company Utility 

Service Agreement; (2) Operating Companies Service Agreement; (3) 

Utility Money Pool Agreement; (4) Intercompany Asset Transfer 

Agreement; and (5) Tax Sharing Agreement. 

a. Provide a list of all existing Kentucky Power Company affiliate 

agreements, including any agreements that already have been 

terminated in anticipation of the sale of the Company.  For each 

agreement that already has been terminated or is in the process of 

termination, describe what actions were or will be taken to 

terminate the agreement and all filings made or that will be made 

with the Commission, other state commissions, and/or the FERC 

to terminate or revise the agreement. 

b. Refer to the response to part (a) of this question.  Provide a copy of 

each existing Kentucky Power Company affiliate agreements, 

including all agreements that already have been terminated or are 

in the process of termination in anticipation of the sale of the 

Company. 

c. Refer to the response to part (a) of this question.  Identify each 

agreement that has been approved by the Commission.  Provide a 

case reference to the most recent approval for each approved 

affiliate agreement. 

d. Refer to the response to part (a) of this question.  Indicate if 

Kentucky Power Company and/or the Joint Applicants seek 

approval to terminate any or all of the existing affiliate 

agreements.  If not, explain why not.  If so, provide a list of all 

agreements that have been or will be terminated and provide a 

reference to the request(s) in the Application and/or witness 

testimonies. 



 

 

e. Indicate if Liberty and/or the Joint Applicants in this proceeding 

seek approval of any new affiliate agreements.  If not, explain why 

not.  If so, list all affected agreements, provide a copy of each of 

the agreements, and provide a reference to the request(s) in the 

Application and/or witness testimonies. 

f. If not provided in response to part (e) of this question, provide a 

copy of each new affiliate agreement between Kentucky Power 

Company and each other Liberty affiliate. 

 

RESPONSE 

 

a. Please see JA_R_KIUC_2_01_Attachment1.pdf for the requested information.  

  

b. Please see JA_R_KIUC_2_01_Attachment2.pdf for the requested information.  

 

c. Of the Agreements identified in JA_R_KIUC_2_01_Attachment1, the Grid Assurance 

LLC Amended and Restated Subscription Agreement dated April 2, 2019 was approved 

by the Commission on November 15, 2018 in Case No. 2018-00287.  

 

d. No, Joint Applicants do not seek approval in this proceeding to terminate any of the 

existing affiliate agreements. Commission approval is not required to terminate any of the 

existing affiliate agreements. 

 

e. No, Liberty is not seeking approval of any affiliate agreements because, to the extent 

Kentucky Power will enter into affiliate agreements, they will be in compliance with a 

FERC approved cost allocation method and thus meets the requirements of KRS 

278.2207.  

 

f. Not Applicable.  

 

 

 

 

Witness: Stephan T. Haynes 

 

Witness: Peter Eichler  
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LIST OF AFFILIATE AGREEMENTS TO WHICH  
KENTUCKY POWER COMPANY IS CURRENTLY A PARTY 

1. Unit Power Agreement dated August 1, 1984 between Kentucky Power and AEP
Generating Company.

2. Amended and Restated Cook Coal Terminal Transfer Agreement dated December
16, 2013 among Kentucky Power, AEP Generating Company, Appalachian
Power Company and Indiana Michigan Power Company.

3. Service Agreement dated June 15, 2000 between Kentucky Power and AEPSC.1

4. System Integration Agreement dated June 15, 2000, as amended June 1, 2015, among
Kentucky Power, Wheeling Power Company, Appalachian Power Company, Indiana
Michigan Power Company, Public Service Company of Oklahoma, Southwestern
Electric Power Company and AEPSC, as amended (including cancellation of the
certificate of concurrence).2

5. Transmission Agreement dated April 1, 1984, as amended November 1, 2010, among
Kentucky Power, Wheeling Power Company, Ohio Power Company, Appalachian Power
Company, Indiana Michigan Power Company, Kingsport Power Company and AEPSC
Transmission Agreement dated April 1, 1984, as amended November 1, 2010,
among Kentucky Power, Wheeling Power Company, Ohio Power Company,
Appalachian Power Company, Indiana Michigan Power Company, Kingsport
Power Company and AEPSC.3

6. PJM Transmission Formula Rate – Attachment H-14 (Kentucky Power) and H-20
(Kentucky TransCo) of PJM Open Access Transmission Tariff (“OATT”) among
Kentucky Power, Wheeling Power Company, Ohio Power Company, Appalachian
Power Company, Indiana Michigan Power Company, Kingsport Power Company
and AEPSC.4

7. AEP Open Access Transmission Tariff (OATT) dated June 20, 2017 among
Kentucky Power, Wheeling Power Company, Ohio Power Company, Appalachian
Power Company, Indiana Michigan Power Company, Kingsport Power Company,
AEP Texas Inc. (formed via merger of AEP Texas Central Company and AEP
Texas North Company), Public Service Company of Oklahoma, Southwestern
Electric Power Company and AEPSC (including cancellation of the certificate of
concurrence).5

1 Kentucky Power will withdraw from the agreement at closing. 
2 This Agreement will either be cancelled or Kentucky Power will withdraw from the agreement at closing.. 
3 A 205 filing will be made at FERC to withdraw Kentucky Power from the agreement. 
4 A 205 filing will be made at FERC to withdraw Kentucky Power from the agreement. 
5 A 205 filing will be made at FERC to withdraw Kentucky Power from the agreement. 
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8. Bridge Agreement dated January 1, 2014 among Kentucky Power, Ohio Power 
Company, Appalachian Power Company, Indiana Michigan Power Company and AEPSC 
(including cancellation of the certificate of concurrence).6 

 
9. Affiliated Transactions Agreement dated December 31, 1996 by and among 

AEPSC, Appalachian Power Company, Indiana Michigan Power Company, 
Kentucky Power, Kingsport Power Company, Ohio Power Company and Wheeling 
Power Company.7 
 

10. Affiliated Transactions Agreement for Sharing Capitalized Spare Parts dated 
January 1, 2014 among AEP Generation Resources Inc. and AEPSC, as agent for 
Kentucky Power, Appalachian Power Company, Indiana Michigan Power 
Company and AEP Generating Company.8 

 
11. Affiliated Transactions Agreement for Sharing Materials and Supplies dated 

January 1, 2014 among AEP Generation Resources Inc. and AEPSC, as agent for 
Kentucky Power, Appalachian Power Company, Indiana Michigan Power 
Company, Ohio Power Company and AEP Generating Company.9 
 

12. Affiliated Transactions Agreement for Sharing Materials, Equipment, Supplies, and 
Capitalized Spare Parts dated May 13, 2021 among (a) Appalachian Power Company, 
Wheeling Power Company, Indiana Michigan Power Company, Kentucky Power, 
Kingsport Power Company, Ohio Power Company; (b) Public Service Company of 
Oklahoma, Southwestern Electric Power Company, and AEP Oklahoma Transmission 
Company; and (c) American Electric Power Service Corporation, as agent.10 
 

13. Affiliated Transactions Agreement for Sharing Transmission Assets dated May 13, 2021 
among (a) AEP Ohio Transmission Company, Inc., AEP West Virginia Transmission 
Company, Inc., AEP Appalachian Transmission Company, Inc., AEP Indiana Michigan 
Transmission Company, Inc., and Kentucky TransCo; (b) Appalachian Power Company, 
Wheeling Power Company, Indiana Michigan Power Company, Kentucky Power, 
Kingsport Power Company, Ohio Power Company; and (c) American Electric Power 
Service Corporation, as agent.11 

 
14. Barge Transportation Agreement dated May 1, 1986 between certain operating 

companies of the American Electric Power System, including Kentucky Power, and 
Indiana Michigan Power Company, as amended by Amendment No. 1 dated 
September 12, 2013, as further amended by Amendment No. 2 dated May 9, 2019.12 

 

                                                           
6 This Agreement will either be cancelled or Kentucky Power will withdraw from the agreement at closing.  
7 Kentucky Power will withdraw from the agreement at closing. 
8 A filing will be made notifying FERC of Kentucky Power’s withdrawal from the agreement. 
9 A filing will be made notifying FERC of Kentucky Power’s withdrawal from the agreement. 
10 Kentucky Power will withdraw from the agreement at closing. 
11 Kentucky Power will withdraw from the agreement at closing. 
12 Kentucky Power will withdraw from the agreement at closing. 
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15. Central Machine Shop Agreement dated January 1, 1979 among Kentucky Power, 
Appalachian Power Company, Indiana Michigan Power Company, Kingsport Power 
Company, AEP Generating Company and AEP Generation Resources Inc.13 

 
16. Reactive Supply and Voltage Control from Generation Service Tariff dated June 1, 

2015 among Kentucky Power, Wheeling Power Company, Appalachian Power 
Company and Indiana Michigan Power Company (to remove the Kentucky Power 
portion of Mitchell Plant and Big Sandy Plant from the AEP Reactive Revenue 
Requirement in addition to withdrawal of Kentucky Power).14 

 
17. AEP Operating Companies Market Based Rate Tariff among Kentucky Power, 

Wheeling Power Company, Ohio Power Company, Appalachian Power Company, 
Indiana Michigan Power Company, Kingsport Power Company and AEPSC 
(including termination of the certificate of concurrence).15 

 
18. Existing Mitchell Operating Agreement effective December 31, 2014 among Kentucky 

Power, Wheeling Power Company and American Electric Power Service Corporation, as 
agent.16  

 
19. Existing Power Coordination Agreement effective June 1, 2015 among Appalachian 

Power Company, Indiana Michigan Power Company, Kentucky Power, Wheeling Power 
Company, and American Electric Power Service Corporation, as agent.17 

 
20. Amended and Restated Urea Handling Agreement dated December 16, 2013 among 

Indiana Michigan Power Company, Kentucky Power and Appalachian Power 
 Company.18 
 

21. AEP System Rail Car Use Agreement dated April 1, 1982 among Indiana Michigan 
Power Company, Appalachian Power Company, Ohio Power Company, Southwestern 
Electric Power Company, Public Service Company of Oklahoma and Kentucky Power, as 
amended by Amendment No. 1 dated July 1, 2006, as further amended by Amendment 
No. 2 dated September 12, 2013.19 

 
22. American Electric Power Company, Inc. and its Consolidated Affiliates Tax Agreement 

under Title 17, Chapter II of the Code of Federal Regulations Paragraph (C) of Section 
250.45 Regarding Method of Allocating Consolidated Income Taxes.20 

 
23. Rail Car Maintenance Agreement dated August 1, 2013 among AEP Generating 

                                                           
13 A filing will be made notifying FERC of Kentucky Power’s withdrawal from the agreement. 
14 A 205 filing will be made at FERC to withdraw Kentucky Power from the tariff. 
15 A 205 filing will be made at FERC to withdraw Kentucky Power from the tariff. 
16 Will be terminated and replaced with the Mitchell Plant Ownership Agreement and the Mitchell Plant Operations 
and Maintenance Agreement as of the date of its regulatory approval. 
17 A 205 filing will be made at FERC to withdraw Kentucky Power from the tariff. 
18 Kentucky Power will withdraw from the agreement at closing. 
19 Kentucky Power will withdraw from the agreement at closing. 
20 Kentucky Power will withdraw from the agreement at closing. 
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Company, Ohio Power Company, Appalachian Power Company, Public Service 
Company of Oklahoma and Southwestern Electric Power Company.21 
 

24. Agreement between Kentucky Power and AEP Energy Services, Inc. dated July 7, 
1983.22 
 

25. Purchase Contract dated March 31, 1975 between Kentucky Power and Indiana Franklin 
Realty, Inc.23 
 

26. Purchase Contract dated June 7, 1963 between Kentucky Power and The Franklin Real 
Estate Company.24 

 
27. Assignment to Kentucky Power dated December 15, 2013 of Ohio Power Company’s 

interest in Gypsum and Purge Stream Waste Disposal Agreement dated November 16, 
2007 between Appalachian Power Company and Ohio Power Company.25 

 
28. Agreement between Kentucky Power and AEP Energy Solutions, Inc. dated September 

27, 1996.26 
 

29. Amended and Restated Utility Money Pool Agreement dated December 9, 2004 by and 
among AEP and certain other affiliates, including Kentucky Power, as amended by 
Amendment Nos. 1 through 7.27 

 
30. Gypsum Side Letter Agreement dated December 31, 2013 among Kentucky Power, 

Cardinal Operating Company, Buckeye Power, Inc. and AEP Generation Resources Inc. 
 

31. Grid Assurance LLC Amended and Restated Subscription Agreement dated April 2, 2019 
among Grid Assurance LLC, Kentucky Power, and Kentucky TransCo and several other 
Affiliates, as amended. Kentucky Power participated in the Grid Assurance program in 
accordance with an Order entered on November 15, 2018 in Case No. 2018-00287 by the 
KPSC.28 
 

32. Interconnection Services Agreement dated December 31, 2013 between Kentucky Power 
and Appalachian Power Company (for Mitchell).29 
 

                                                           
21 Kentucky Power will withdraw from the agreement at closing. 
22 Kentucky Power will withdraw from the agreement at closing. 
23 Kentucky Power will withdraw from the agreement at closing. 
24 Kentucky Power will withdraw from the agreement at closing. 
25 Kentucky Power will withdraw from the agreement at closing. 
26 Kentucky Power will withdraw from the agreement at closing. 
27 A filing will be made notifying FERC of Kentucky Power’s withdrawal from the agreement. 
28 Kentucky Power will withdraw from the agreement at closing. 
29 A 205 filing will be made at FERC to withdraw Kentucky Power from the tariff (and substitute Wheeling Power, 
as plant operator). 
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33. Third Amended and Restated Purchase Agreement between Kentucky Power and AEP 
Credit, Inc. dated August 25, 2004, as amended.30 

 

                                                           
30 Kentucky Power will withdraw from the agreement at closing. 
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AEP Generating Company 
FERC Rate Schedule No. 2 

Unit Power Service 
to 

Kentucky Power Company 

Tariff Submitter: AEP Generating Company 
FERC Tariff Program Name: FPA Electric 
Tariff Title: RS and SA 
Tariff Record Proposed Effective Date: December 31, 2012 
Tariff Record Title: Kentucky Power Company Unit Power Agreement 
Option Code: A 
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RATE DESIGN 

The total revenue requirement of AEGCO calculated pursuant to the IMECO-
AEGCO Unit Power Agreement designated AEGCO FERC Rate Schedule No. 1 is designed 
to recover for AEGCO its total cost of providing power (and the energy associated therewith) 
available to AEGCO at the Rockport Plant.  
 

DETERMINATION OF POWER BILL 

In accordance with Section 1.3 of the Unit Power Agreement, I&M agrees to pay 
AEGCO in consideration for the right to receive all power (and the energy associated 
therewith) available to AEGCO at the Rockport Plant, as a demand charge for the right to 
receive such power (and as an energy charge for any associated energy taken by I&M), such 
amounts, less any amounts recovered by AEGCO from other sources, as shall be determined 
monthly as described below. Such amounts shall be calculated separately for Unit No. 1 
(including Common Facilities) and for Unit No. 2. I&M shall then commence the payment of 
such amounts (power bill) on the earlier of the following dates: (i) June 30, 1985 and (ii) the 
date on which power including any test power, and any energy associated therewith, shall 
become available to AEGCO at the Rockport Plant. 
 

The power bill for Unit No. 1 (including Common Facilities) shall be calculated each 
month and shall reflect recovery only of those costs related to the plant in service. It shall 
consist of the sum of (a) a return on common equity, (b) a return on other capital, (c) 
recovery of operating expenses and (d) provision for federal income taxes as described below 
and as illustrated in the example attached.  

 
(a) Return on Common Equity, which shall be equal to the product of (i) the 

amount of common equity outstanding at the end of the previous month, but not more than 
40% of the capitalization of AEGCO at the end of the previous month; (ii) 1.0133 (12.16% 
annual rate) as described in Note 1 below; (iii) the Operating Ratio, as defined in Note 2 
below; and (iv) the Unit No. 1 Net In-Service Investment Ratio, as defined in Note 3 below, 
plus the product of (v) the amount of common equity in excess of 40% of the capitalization 
of AEGCO at the end of the previous month, if any such excess shall be determined; (vi) the 
weighted cost of debt outstanding at the end of the previous month; (vii) the Operating Ratio, 
as defined in Note 2 below; and (viii) the Unit No. 1 Net In-Service Investment Ratio, as 
defined in Note 3 below. 
 

For the purposes of these calculations, the amount of common equity shall be equal to 
the sum of the Common Stock (Accounts 201-203, 209, 210, 212, 214 and 217), Other Paid-
In Capital (Accounts 207, 208, 211 and 213), and Retained Earnings (Accounts 215-216) 
outstanding at the end of the previous month. Total capitalization shall be equal to the sum of 
Long-term Debt (Accounts 221-226 including current maturities and unamortized debt 
premium and discounts), Short-Term Debt (Accounts 231 and 233), Preferred Stock 
(Accounts 204-206), and Common Equity less any Temporary Cash Investments, Special 
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Deposits and Working Funds (Accounts 132-134, 136, and 145) outstanding at the end of the 
previous month. 

 
(b)  Return on Other Capital, which shall be equal to the product of (i) the 

amount equal to the net interest expense associated with Long-Term and Short-Term Debt, 
net of any Temporary Cash Investments, Special Deposits and Working Funds, plus the 
preferred stock dividend requirement associated with the Preferred Stock outstanding at the 
end of the previous month; (ii) the Operating Ratio, as defined in Note 2 below; and (iii) the 
Unit No. 1 Net In-Service Investment Ratio, as defined in Note 3 below. 
 

For the purposes of these calculations, net interest expense shall be equal to the sum 
of (i) the amount of Long-Term Debt outstanding at the end of the previous month multiplied 
by the weighted cost of such Long-Term Debt and (ii) the amount of Short-Term Debt 
outstanding at the end of the previous month multiplied by the weighted cost of such Short-
Term Debt, less (iii) the amount of Temporary Cash Investments, Special Deposits and 
Working Funds outstanding at the end of the previous month multiplied by the weighted cost 
of Long Term and Short-Term Debt combined determined pursuant to (i) and (ii) above. 
 

(c) Recovery of Operating Expenses, excluding federal income taxes, which 
shall consist of provision for depreciation and amortization (Accounts 403-407, 411), 
including Asset Retirement Obligation (ARO) depreciation and accretion expenses 
(Accounts 403.1 and 411.10), taxes other than federal income taxes (Accounts 408-411) and 
operating and maintenance expenses associated with Unit No. 1 (including Common 
Facilities) offset by other operating revenues as recorded on the Company’s books during the 
month in accordance with the FERC Uniform System of Accounts for Major Electric 
Utilities (See Note 6). Recovery of expenses for test energy shall be limited to recovery of 
actual fuel expense as recorded on the Company’s books during the month in accordance 
with the FERC Uniform System of Accounts for Major Electric Utilities. Operating and 
maintenance expenses shall include, and reflect the recovery of, Steam Power Generation 
Expenses (Accounts 500-515 including lease rental payments recorded in Account 507), 
Other Power Supply Expenses (Accounts 555-557), Transmission Expenses (Accounts 560-
574), Distribution Expenses (Accounts 580-598), Customer Accounts  Expenses (Accounts 
901-905), Customer Service and Informational Expenses (Accounts 906-910), Sales 
Expenses (Accounts 911-917) and Administrative and General Expenses (Accounts 920-933 
and 935).  Recovery of 501 fuel expenses shall be adjusted to reflect the deferral and/or 
feedback of unrecovered levelized fuel expenses as may be recorded on the Company’s 
books or as is currently recorded on the books of I&M. 
 

(d) Provision for Unit No. 1’s (including Common Facilities) allocated share of 
net current and deferred federal income tax expense and investment tax credit included in 
operating income as determined by the Company in accordance with federal income tax law, 
SEC approved consolidated current tax allocation procedures, and FERC rules and 
regulations.  
 

For purposes of computing federal income taxes, the interest expense deduction shall 
be equal to the sum of the net interest expense computed in accordance with paragraph (b) 
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above plus the imputed interest expense associated with common equity that is in excess of 
40% of AEGCO’s net capitalization. 
 

The power bill for Unit No. 2 shall be calculated in the same manner as described for 
Unit No. 1 above except that it shall reflect the Unit No. 2 Net In-Service Investment Ratio 
and those expenses associated with Unit No. 2. 

 
Notes: 

1. Return on Equity 

The return on common equity allowance shall be based upon a rate of return of 
12.16% as set forth in sub-paragraph (a) above. 

 
In October of 1988, and every October thereafter for the effective duration of 

AEGCO’s formula rate, any purchaser under AEGCO’s two unit power agreements, any state 
regulatory commission having jurisdiction over the retail rates of purchasers under these 
agreements, or any other entity representing customers’ interest, may file a complaint with 
the Commission with respect to the specified rate of return on common equity.  If the 
Commission, in response to such a complaint, or on its own motion, institutes an 
investigation into the reasonableness of the specified return on common equity, such 
investigation shall be pursued under the special procedures set forth as follows: 

 
A. The only issue to be addressed under these special procedures shall be the 

continued collection of the return on equity as incorporated in the formula 
rate; and 

 
B. Refund will be due, should the return on equity, specified in the formula be 

found not just and reasonable, dating from the first day of January 
immediately following the date the complaint is filed or an investigation is 
instituted by the Commission on its own motion, calculated on the resulting 
difference in rates due to the application of the return found to be just and 
reasonable and the return stated in the formula.  The first such effective date 
for the calculation of refunds shall be January 1, 1989. 

 
Any other complaint which challenges the justness and reasonableness of any other 

component of the filed formula rate or any other complaint filed at any other time which 
challenges the justness and reasonableness of the specified rate of return on common equity 
and which is set for investigation by the Commission shall be pursued under Section 206 of 
the Federal Power Act. 
 

2. Operating Ratio 

The Operating Ratio shall be computed each month commencing with the month in 
which Unit No. 1 at the Plant is placed in commercial operation. It shall be based on the 
balances, as recorded on the Company’s books in accordance with the FERC Uniform 
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System of Accounts for Major Electric Utilities, outstanding at the end of the previous month 
and shall be derived by dividing (a) the amount of Electric Plant In Service (Account 101 
including amounts associated with leasehold improvements but excluding amounts 
associated with capitalized leased assets and excluding amounts associated with Asset 
Retirement Obligations);  less Accumulated Provision for Depreciation and Amortization 
(Accounts 108 and 111 but excluding amounts associated with Asset Retirement 
Obligations); plus Plant Held for Future Use (Account 105 pursuant to the provisions of Note 
4.D. below); Materials and Supplies (Accounts 151-156 and 163 as adjusted pursuant to the 
provisions of Note 4.C. below); Other Deferred Debits (Account 186 pursuant to the 
provisions of Note 4.D. below); Prepayments (Account 165); Deferred Ash pond cost 
(Account 182.3); other working capital (Accounts 128, 131, 135, 143, 146, 171 and 174 less 
Accounts 232-234, 236, 237, 238, 241 and 242); and Unamortized Debt Expense (Account 
181), less Other Deferred Credits (Account 253 including the unamortized  gain on the sale 
of Rockport Unit No. 2); less Asset Retirement Obligation (Account 230); less Accumulated 
Deferred Federal Income Taxes (Accounts 190 and 281-283) and Accumulated Deferred 
Investment Tax Credit (Account 255) related to the plant in service by (b) the sum of (i) the 
amount determined pursuant to (a) plus (ii) the amount of Construction Work In Progress 
(Account 707) plus Materials and Supplies (Accounts 151-156 and 163), less Accumulated 
Deferred Federal Income Taxes related to the construction work in progress plus (iii) Plant 
Held for Future Use (Account 105), Other Deferred Debits (Account 186) and the amount of 
fuel inventory over the allowed level (Account 151.10) not otherwise included in (a) above. 

 
3. Net In-Service Investment Ratio 

The Unit No. 1 Net In-Service Investment Ratio shall be equal to 1.0 during the 
period commencing with the month in which Unit No. 1 at the Plant is placed in commercial 
operation and shall remain at 1.0 up to, but not including, the month in which Unit No. 2 at 
the Plant is placed in commercial operation. Thereafter, the Net In-Service Investment Ratio 
shall be computed each month, based on the balances, as recorded on the Company’s books 
in accordance with the FERC Uniform System of Accounts for Major Electric Utilities, 
outstanding at the end of the previous month and shall be derived as follows: 

 
A. Unit No. 1 Net In-Service Investment Ratio shall be derived by dividing (a) 

the Net In-Service Investment associated with Unit No. 1 and Common 
Facilities by (b) the sum of the Net In-Service Investment associated with 
Unit No. 1 and Common Facilities plus the Net In-Service Investment 
associated with Unit No. 2. 

 
B. Unit No. 2 Net In-Service Investment Ratio shall be derived by dividing (a) 

the Net In-Service Investment associated with Unit No. 2 by (b) the sum of 
the Net In-Service Investment associated with the Unit No. 1 and Common 
Facilities plus the Net In-Service Investment associated with Unit No. 2. 
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4. Net In-Service Investment 

The Net In-Service Investment shall be computed each month commencing with the 
month in which Unit No. 2 at the Plant is placed in commercial operation. It shall be based 
on the balances, as recorded on the Company’s books in accordance with the FERC Uniform 
System of Accounts for Major Electric Utilities, outstanding at the end of the previous month 
and shall consist of the following: 

 
A. Unit No. 1 Net In-Service Investment shall consist of the sum of Electric 

Plant in Service (Account 101 including amounts associated with leasehold 
improvements but excluding amounts associated with capitalized leased 
assets and excluding amounts associated with Asset Retirement 
Obligations), Plant Held for Future Use (Account 105 pursuant to the 
provisions of Note 4.D. below), Materials and Supplies (Accounts 151-156 
and 163 pursuant to the provisions of Note 4.C. below), and Prepayments 
(Account 165), Deferred Ash pond cost (Account 182.3), Other Deferred 
Debits (Account 186 pursuant to the provisions of Note 4.D. below), other 
working  capital (Accounts 128, 131, 135, 143, 146, 171 and 174 less 
Accounts 232-234, 236, 237, 238, 241 and 242), and Unamortized Debt 
Expense (Account 181), less Other Deferred Credits (Account 253), less 
Asset Retirement Obligation (Account 230),less Accumulated Provision for 
Depreciation and Amortization (Accounts 108 and 111), Accumulated 
Deferred Federal Income Taxes (Accounts 190 and 281-283) and 
Accumulated Deferred Investment Tax Credit (Account 255) related to such 
Unit No. 1 and Common Facilities in-service investment. 

 
B. Unit No. 2 Net In-Service Investment shall consist of the sum of Electric 

Plant in Service (Account 101 including amounts associated with leasehold 
improvements but excluding amounts associated with capitalized leased 
assets and excluding amounts associated with Asset Retirement 
Obligations), Plant Held for Future Use (Account 105 pursuant to the 
provisions of Note 4.D. below), Materials and Supplies (Accounts 151-156 
and 163 pursuant to the provisions of Note 4.C. below),  Prepayments 
(Account 165), Deferred Ash pond cost (Account 182.3), Other Deferred 
Debits (Account 186 pursuant to the provisions of Note 4.D. below), other 
working  capital (Accounts 128, 131, 135, 143, 146, 171 and 174 less 
Accounts 232-234, 236, 237, 238, 241 and 242), and Unamortized Debt 
Expense (Account 181), less Other Deferred Credits (Account 253 including 
the unamortized gain on the sale of Rockport Unit No.2), less Asset 
Retirement Obligation (Account 230),less Accumulated Provision for 
Depreciation and Amortization (Accounts 108 and 111), Accumulated 
Deferred Federal Income Taxes (Accounts 190 and 281-283) and 
Accumulated Deferred Investment Tax Credit (Account 255) related to the 
Unit No. 2 in-service investment. 
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C. AEGCO shall be permitted to earn a return on its fuel inventory, recorded in 
Account 151.10, not in excess of a 68-day coal supply as defined herein. To 
the extent AEGCO’s actual fuel inventory exceeds the allowable 68-day 
level, the return on such excess shall be recorded in a memo account. When 
AEGCO’s actual fuel inventory is less than the allowable 68-day level, 
AEGCO shall be permitted to recover the return previously unrecovered, but 
in no event shall the power bill reflect a return on fuel inventory in excess of 
68-day supply. 

 
A 68-day coal inventory level shall be determined for each unit annually, 
and shall be based upon the actual experienced daily burn during the 
preceding calendar year. The actual experienced daily burn shall be defined 
to exclude the effect of forced and scheduled outages as well as curtailments 
as follows: 

 

For each unit: 

Actual experienced daily burn  =  24 hours (Tons burned per year) 
               Operating hours 

 Where: 

Operating hours = Hours in year minus forced and scheduled outage hours 
minus curtailment equivalent outage hours 

and 

   Curtailment equivalent outage hours  =  The product for each curtailment of: 

kW of curtailed capacity x Curtailment hours 
kW of rated capacity 

 
The value of the allowable 68-day coal supply used to determine each 
month’s power bill shall be equal to the number of tons determined above 
multiplied by the cost per ton of coal in inventory at the end of the previous 
month. 
 
For 1990, a 68-day coal supply for AEGCO’s share of Rockport Unit No.  2 
shall be based on 12 months ending December 1990 data. For 1990 billing 
purposes, however, a 68-day coal supply for AEGCO’s share of Rockport 
Unit No.2 shall initially be assumed to be equal to the 68-day coal supply 
for AEGCO’s share of Rockport Unit No. 1, adjusted to reflect the Btu 
content and the unit cost of the coal for Rockport Unit No. 2. 
 
AEGCO shall maintain a cumulative record of the unrecovered return as 
well as the subsequent recovery of that return as follows: 
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i) To the extent that AEGCO’s actual fuel inventory exceeds the 
allowable 68-day coal supply, AEGCO shall record each month an 
amount equal to the sum of the unrecovered return on fuel inventory 
and the return on previously unrecovered amounts. The unrecovered 
return on fuel inventory shall be calculated each month by deriving 
the difference between the power bill that would result if full 
recovery were provided and the power bill that results with the 68-
day limitation imposed. The return on previously unrecovered 
amounts shall be calculated by multiplying the cumulative return 
unrecovered at the end of the previous month by the capital costs 
used to derive the power bill, adjusted for federal income taxes. 

 
ii) To the extent that AEGCO’s fuel inventory is less than the allowable 

68-day coal supply, AEGCO shall record each month an amount 
equal to the return on previously unrecovered amounts less the 
recovered return in excess of actual inventory levels. The return on 
previously unrecovered amounts shall be calculated as described in 
(i) above. The recovered return in excess of actual inventory levels 
shall be calculated by deriving the difference between the power bill 
that would result if actual inventory balances were used and the 
power bill that results with an imputed inventory level. In no event 
will the cumulative value of the unrecovered return be allowed to fall 
below zero. 

 
D. AEGCO shall be permitted to include as part of its Net In-Service 

Investment Numerator amounts subsequently recorded in Accounts 105 and 
186 subject to the conditions set forth in the Offer of Settlement in FERC 
Docket No. ER84-579-000, et al. 

 
E. Other Special Funds (Account 128), Other Current and Accrued Assets 

(Accounts 131, 135, 143, 146, 171 and 174), Other Deferred Debits 
(Account 181), Other Current and Accrued Liabilities (Accounts 232-234, 
236, 237, 238, 241 and 242), and Other Deferred Credits (Account 253) 
shall be directly assigned to unit No. 1 (including Common Facilities) or 
Unit No. 2 whenever possible. Whenever such direct assignment is not 
practical, such balances shall be allocated between the units in proportion to 
the net dependable capability of each of the units. 

 
F. To recognize that the lease rental expense will be collected monthly but that 

the lease payment will be paid semiannually, the lease rental payable 
balance will be reflected as a rate base reduction in calculating the operating 
ratio and the Unit 2 net-in-service investment ratio as a means to credit the 
Unit 2 customers for the time value of money.  
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5. Investment Balances 

 
For the purpose of calculating the Operating Ratio and Net In-Service Investment 

Ratio, amounts shall reflect the balances, as recorded on the Company’s book in accordance 
with the FERC Uniform System of Accounts for Major Electric Utilities, outstanding at the 
end of the previous month, except that when plant greater than or equal to 1% of the prior 
month ending plant value is transferred into service during the current month, such prior 
month balances shall be adjusted to reflect such transfers to service. Such adjustment shall be 
pro-rated for the number of days during the month that such plant addition was in-service.  

 
6. Allocation of Expenses 

 
Operating expenses shall be directly assigned to Unit No. 1 (including Common 

Facilities) or Unit No. 2 whenever possible. Whenever such direct assignment is not 
practical, such expenses shall be allocated between the units in accordance with the basis that 
gave rise to such expense. 
 

AEGCO’s operating and maintenance expenses shall include, and AEGCO shall be 
allowed recovery of, administrative and general expenses, related payroll taxes and other 
cost, allocated to AEGCO by I&M as operator of the Rockport Plant or incurred directly by 
AEGCO. 
 

I&M shall allocate to AEGCO, a portion of I&M’s administrative and general 
expenses charged to Accounts 920, 921, 922, 923, 924, 925, 926, 931 and 935; related 
payroll taxes charge to Account 408; and a portion of the expenses of the Rockport 
Information Center charged to Accounts 506, 511 and 514 that generally relate to Rockport 
Plant operations. Such charges shall be allocated to AEGCO on the basis of the ratio of 
AEGCO’s share of the Rockport Plant operation and maintenance wages and salaries, 
divided by the sum of total Rockport Plant operations and maintenance wages and salaries, 
plus all other I&M operation and maintenance wages and salaries, less I&M’s administrative 
and general wages and salaries. For the period beginning December 10, 1984 and ending 
December 31, 1985 this ratio will be developed based on actual 1985 amounts. In subsequent 
calendar years, this ratio will be adjusted annually based on the prior calendar year’s 
amounts. 
 

AEGCO’s operation and maintenance expenses shall also include, and AEGCO shall 
be allowed recovery of, other administrative and general expenses directly incurred by 
AEGCO and included in the appropriate administrative and general expense accounts. 

 
BILLINGS AND PAYMENTS 

All bills for amounts owing hereunder shall be due and payable on the fifteenth day 
of the month next following the month or other period to which such bills are applicable, or 
on the tenth day following receipt of the bill, whichever date is later. Interest on unpaid 
amounts shall accrue daily at the prime interest rate per annum in effect on the due date at the 
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Citibank, plus 2% per annum, from the due date until the date upon which payment is made. 
Unless otherwise agreed upon, the calendar month shall be the standard period for the 
purpose of settlements under this Agreement. If bills cannot be accurately determined at any 
time, they shall be rendered on an estimated basis and subsequently adjusted to conform to 
the terms of the unit power agreements.  
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           AEP GENERATING COMPANY
             SAMPLE POWER BILL

         SUMMARY OF MONTHLY POWER BILL        Pg 1 of 18
 

Line Amount
   No.

1 Return on Common Equity

2 Return on Other Capital
---------------------------

3 Total Return

4 + Fuel
5 + Purchased Power
6 - Other Operating Revenues
7 + Other Operation and Maintenance Exp
8 - Depreciation, Amortization and Accretion Expenses
9 + Taxes Other Than Federal Income Tax
10 + Federal and State Income Tax

---------------------------
11 = Total Unit 1 Monthly Power Bill

===============
12 Determination of Federal Income Tax :

13 Total Return ( Line 3 )
14 + Unit 1 Schedule M Adjustments
15 + Unit 1 Deferred Federal Income Taxes
16 - Unit 1 Interest Expense Deduction  *

---------------------------
17 =   Subtotal
18 x Gross-Up ( FIT Rate / 1-FIT Rate )
19 = Unit 1 Current Federal Income Tax
20 + Unit 1 Def Fed & State Income Taxes

---------------------------
21 = Total Unit 1 Fed&State Income Taxes

===============
22 Proof of Federal Income Tax :

23 Total Unit 1 Monthly Power Bill
24 - Operation and Maintenance Expenses
25 - Depreciation, Amortization and Accretion Expenses
26 - Taxes Other Than Federal Income Tax
27 - Unit 1 Interest Expense Deduction  *
28 + Other Operating Revenues

---------------------------
29 = Pre-Tax Book Income
30 + Unit 1 Schedule M Adjustments

---------------------------
31 = Unit 1 Taxable Income
32 x Current Federal Income Tax Rate
33 = Unit 1 Current Federal Income Tax
34 + Unit 1 Def Fed & State Income Taxes

---------------------------
35 = Total Unit 1 Fed&State Income Taxes

===============
* From Page 4 of 18 : Line 21 + (Line 28 x Line 31 x Line 32)
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AEP GENERATING COMPANY
SAMPLE POWER BILL

OPERATING RATIO Pg 2 of 18

Line
   No. Amount

 1 Operating Ratio:

 2   Net In-Service Investment:

 3     Electric Plant In-Service
 4   - Accumulated Depreciation
 5   + Materials & Supplies
 6   + Prepayments
 7   + Plant Held For Future Use (A/C 105) *
 8   + Other Deferred Debits (A/C 186) *
 9   + Other Working Capital ***
10   + Unamortized Debt Expense (A/C 181)
11   + Deferred ASH pond cost (A/C 182.3)
12    - Asset Retirement Obligation (A/C 230)
13   - Other Deferred Credits (A/C 253)
14   - Accumulated Deferred FIT
15   - Accumulated Deferred ITC

----------------------
16     Total Net In-Service Investment

----------------------
17   Non-In-Service Investment - CWIP :

18     Construction Work In Progress
19   + Materials & Supplies
20   - Accumulated Deferred FIT

----------------------
21     Total Non-In-Service Investment - CWIP

----------------------
22   Non-In-Service Investment - Other :

23     Plant Held for Future Use (A/C 105) **
24   + Other Deferred Debits (A/C 186) **
25   + Fuel Inventory Over Allowed Level ****

----------------------
26     Total Non-In-Service Investment - Other

----------------------

27 Total Investment (Lines 16+21+26)
============

28 Operating Ratio (Line 16/Line 27)

29 Non-In-Service Investment-CWIP Ratio (Line 21/Line 27)

30 Non-In-Service Investment-Other Ratio (Line 26/Line 27)
----------------------

31     Total Investment
*    As Permitted By FERC ============
**   Excluding Amounts on Lines 7 and 8
***  Accounts 128, 131, 135, 143, 146, 171 and 174, Less Accounts 232-234, 236, 237, 238, 241 and 242
**** Includes Rockport 1 and 2
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AEP GENERATING COMPANY
SAMPLE POWER BILL

NET IN-SERVICE INVESTMENT RATIO Pg 3 of 18

Line
   No. Amount

 1   Net In-Service Investment Ratio:

 2   Unit 1 Net In-Service Investment:

 3     Electric Plant In-Service
 4   - Accumulated Depreciation
 5   + Materials & Supplies
 6   + Prepayments
 7   + Plant Held For Future Use (A/C 105) *
 8   + Other Deferred Debits (A/C 186) *
 9   + Other Working Capital **
10   + Unamortized Debt Expense (A/C 181)
11   + Deferred ASH pond cost (A/C 182.3)
12    - Asset Retirement Obligation (A/C 230)
13   - Other Deferred Credits (A/C 253)
14   - Accumulated Deferred FIT
15   - Accumulated Deferred ITC

--------------------
16     Total Unit 1 Net In-Service Investment

--------------------
17   Unit 2 Net In-Service Investment:

18     Electric Plant In-Service
19   - Accumulated Depreciation
20   + Materials & Supplies
21   + Prepayments
22   + Plant Held For Future Use (A/C 105) *
23   + Other Deferred Debits (A/C 186) *
24   + Other Working Capital **
25   + Unamortized Debt Expense (A/C 181)
26   + Deferred ASH pond cost (A/C 182.3)
27    - Asset Retirement Obligation (A/C 230)
28   - Other Deferred Credits (A/C 253)
29   - Accumulated Deferred FIT
30   - Accumulated Deferred ITC

--------------------
31     Total Unit 2 Net In-Service Investment

--------------------
32 Total Net In-Service Investment

============

33 Net In-Service Investment Ratio:

34    Unit 1 ( Line 16 / Line 32 )

35    Unit 2 ( Line 31 / Line 32 )
--------------------

* As Permitted By FERC ============
** Accounts 128, 131, 135, 143, 146, 171 and 174,
   Less Accounts 232-234, 236, 237, 238, 241 and 242
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AEP GENERATING COMPANY
SAMPLE POWER BILL

CALCULATION OF RETURNS ON  Pg 4 of 18
COMMON EQUITY & OTHER CAPITAL 

Line
   No. Amount

   1 Net Capitalization:

   2    Long-Term Debt
   3   + Short-Term Debt
   4 + Preferred Stock
   5 + Common Equity
   6 - Temporary Cash Investments

---------------------
   7     Net Capitalization

============

   8   40% of Net Capitalization

   9 Return on Common Equity:

   10    Lesser of Line 5 or Line 8
   11 x Equity Return (Monthly Rate)
   12 =   Equity Return
   13 x Operating Ratio
   14 x Net In-Service Investment Ratio
   15 =   Subtotal

   16 Excess of Line 5 Over Line 8
   17 x Weighted Cost of Debt (Monthly Rate)
   18 =    Return on Equity over 40% of Capitalization
   19 x Operating Ratio
   20 x Net In-Service Investment Ratio
   21 =    Subtotal

---------------------
   22 Unit 1 Return on Equity (Line 15 + Line 21)

============

   23 Return on Other Capital:

   24     Long-Term Debt Interest Expense (A/C 427-429)
   25 + Short-Term Debt Interest Expense (A/C 430)
   26 + Other Interest Expense (A/C 431)
   27  - Temporary Cash Investment Income *

---------------------
   28 =    Net Interest Expense
   29 + Preferred Stock Dividends (a/c 437)

---------------------
   30 =    Net Cost of Other Capital
   31 x Operating Ratio
   32 x Net In-Service Investment Ratio

   33 =    Unit 1 Return on Other Capital
============

* Line 6 x Line 19 from Pg 5 of 18
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AEP GENERATING COMPANY
SAMPLE POWER BILL

        DETERMINATION OF WEIGHTED COST OF DEBT Pg 5 of 18

Line
   No. Amount

   1 Debt Balances (Prior Month Ending) :

   2   Long-Term Debt 
   3   + Short-Term Debt  
   4   + Other Debt 

-----------------------
   5      Total Debt Balances (Prior Month Ending)

=============

   6 Weighting of Debt Balances :

   7   Long-Term Debt 
   8   + Short-Term Debt 
   9   + Other Debt

-----------------------
   10      Total Debt Balances

=============

   11 Debt Cost Rates :

   12   Long-Term Debt 
   13   Short-Term Debt 
   14   Other Debt

   15 Weighted Cost of Debt :

   16   Long-Term Debt  
   17   + Short-Term Debt  
   18   + Other Debt

-----------------------
   19      Total Weighted Cost of Debt

=============
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 AEP GENERATING COMPANY
 SAMPLE POWER BILL

DETERMINATION OF UNIT 1 MATERIALS AND SUPPLIES Pg 6 of 18

  Line
 No. Amount

   1 Unit 1 Materials and Supplies:  
 

   2     Fuel Stock - Coal (per Line 23)
   3     Fuel Stock Expenses - Undistributed (152)
   4     Fuel Stock - Oil (151)
   5     Plant Materials & Operating Supplies
   6     Merchandise
   7     Undistributed Stores Expense

--------------------
   8        Total Materials & Supplies

===========
   9 Support of Coal Inventory Value:

   10 Actual Coal Inventory (A/C 151.10)
   11 + Equivalent Inventory re: Deferred Return

--------------------
   12 = Imputed Coal Inventory

--------------------

   13 Coal Inventory W/68 Day Supply Cap

   14 Tons Consumed 
   15 / Hours Available *
   16 = Tons Consumed per Hour
   17 x 24 Hours per Day
   18 = Tons Consumed Per Day
   19 x 68 days
   20 = 68 day Supply (Tons)
   21 x Coal Cost per Ton (per A/C 151.10 at End of Prior Month)

--------------------
   22 = 68 day Coal Inventory

--------------------
   23 Lesser of Imputed or Capped Coal Inventory

--------------------
   24 Imputed Inventory Minus Line 23

===========

   25 Accumulated Deferred Inventory Return - Unit 1 (Memo Item):

   26 Beginning Balance
   27 + Current Month Return on Beginning Balance
   28 + Current Month Deferral
   29 - Current Month Recovery

--------------------
   30 = Ending Balance **

===========

* Excludes Forced Outages,Scheduled Outages,and Curtailments
** May Not Be Less Than Zero
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AEP GENERATING COMPANY
SAMPLE POWER BILL

DETAIL OF OTHER OPERATING REVENUES Pg 7 of 18

Line Account Amount
   No.  No.   Description  

1 450 Forfeited Discounts

2 451 Miscellaneous Service Revenues

3 453 Sales of Water and Water Power

4 454 Rent From Electric Property -
  Associated Companies

5 454.20 Rent From Electric Property -
  Non-Associated Companies

6 455 Interdepartmental Rents

7 456 Other Electric Revenues

8 411.8 Proceeds/Gains From Sale of Emission Allowances

9   Total Other Operating Revenues
===========
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AEP GENERATING COMPANY
SAMPLE POWER BILL

DETAIL OF OPERATION & MAINTENANCE EXPENSES Pg 8 of 18

Line Account Amount
   No.     No.    Description  

  1 500, 502-508 Steam Power Generation - Operation
  2 501 Fuel - Operation
  3 510-515 Steam Power Generating - Maintenance

--------------------
  4    Total Steam Power Generation Expenses

--------------------
  5 555-557 Other Power Supply Expenses

--------------------
  6 560-567.1 Transmission Expenses - Operation
  7 568-574 Transmission Expenses - Maintenance

--------------------
  8    Total Transmission Expenses

--------------------
  9 580-589 Distribution Expenses - Operation
  10 590-598 Distribution Expenses - Maintenance

--------------------
  11    Total Distribution Expenses

--------------------
  12 901-905 Customer Accounts Expenses - Operation

--------------------
  13 906-910 Customer Service and Informational

    Expenses - Operation
--------------------

  14 911-917 Sales Expenses - Operation
--------------------

  15 920-933 Administrative and General Expenses -
    Operation

  16  935 Administrative and General Expenses -
    Maintenance

--------------------
  17     Total Administrative & General Exp.

--------------------

  18 Total Operation & Maintenance Expenses
===========

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 22 of 829



AEP GENERATING COMPANY
SAMPLE POWER BILL

DETAIL OF DEPRECIATION, Pg 9 of 18
AMORTIZATION AND ACCRETION EXPENSES

  Line Account Amount
   No.  No.   Description  

1 403 Depreciation Expense
1a 403.1 ARO Depreciation Expense
2 404 Amortization of Limited-Term Electric

   Plant
3 405 Amortization of Other Electric Plant
4 406 Amortization of Electric Plant

   Acquistion Adjustments
5 407 Amortization of Property Losses,

   Unrecovered Plant and Regulatory
   Study Costs

6 Total Depreciation Exp. & Amortization

7 411.10 ARO Accretion Expense

8 Total Depreciation, Amortization & Accretion Expenses
==============
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   AEP GENERATING COMPANY
SAMPLE POWER BILL

DETAIL OF TAXES OTHER THAN FEDERAL INCOME TAXES Pg 10 of 18

Line Account Amount
   No.  No.   Description  
BS1

1 408.1 Taxes Other Than Federal Income Taxes,
   Utility Operating Income

2 409.1 State Income Taxes

-------------------
3 Total Taxes Other than FIT

===========
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AEP GENERATING COMPANY
SAMPLE POWER BILL

DETAIL OF UNIT 1 SCHEDULE `M' ADJUSTMENTS Pg 11 of 18
AND DEFERRED FEDERAL AND STATE INCOME TAX

Line Account
   No.  No.   Description  Amount

1 Unit 1 Schedule `M' Adjustments

2 N/A Excess ACRS Over Normalization Base
   Depreciation

3 N/A Excess Normalization Base Over Book
   Depreciation

4 N/A Other Unit 1 Schedule `M' Adjustments
------------------

5   Total Unit 1 Schedule `M' Adjustments *
==========

6 Unit 1 Deferred Federal Income Tax

7 410.1 Excess ACRS Over Norm. Base Depr.
  (Line 2 x FIT Rate * -1)

8 410.1, 411.1 Other Unit 1 Schedule `M' Adjustments -

9 411.1 Feedback of Accumulated DFIT re:
  ABFUDC - Unit 1
  Negative Amount Denotes Reduction.

10 411.1 Feedback of Accumulated DFIT re:
  Overheads Capitalized - Unit 1

------------------
11 411.1 Feedback of Accumulated DFIT re:

  Other Schedule `M' Adj.-Utility
==========

12   Total Unit 1 Deferred Federal and State Income Tax *

* Positive Amount Denotes Increase In Taxable Income,
  Negative Amount Denotes Reduction.
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AEP GENERATING COMPANY
SAMPLE POWER BILL

DETAIL OF NET IN-SERVICE INVESTMENT UNIT 1 Pg 12 of 18

Line Account Amount
   No.  No.   Description  

  1 ELECTRIC PLANT IN SERVICE

  2 101 Electric Plant In Service
  3 102 Electric Plant Purchased
  4 103 Experimental Elec. Plant Unclassified
  5 103.1 Electric Plant In Process of

    Reclassification
  6 104 Electric Plant Leased to Others
  7 106 Completed Construction Not Classified
  8 114 Electric Plant Acquisition Adjustments
  9 116 Other Electric Plant Adjustments
  10 118 Other Utility Plant

--------------------
  11   Total Electric Plant In Service

--------------------
  12 105 Plant Held For Future Use

  13 ACCUMULATED DEPRECIATION

  14 108 Accumulated Provision for Depreciation
    of Electric Utility Plant

  15 110 Accumulated Provision for Depreciation
    and Amort. of Elec. Utility Plant

  16 111 Accumulated Provision for Amortization
    of Electric Utility Plant

  17 115 Accumulated Provision for Amortization
    of Electric Plant Acquisition
    Adjustments

  18 119 Accumulated Provision for Depreciation
    and Amortization of Other Utility
    Plant

--------------------
  19 Total Accumulated Depreciation

--------------------
  20 MATERIAL AND SUPPLIES

  21 151 Fuel Stock
  22 152 Fuel Stock Expenses - Undistributed
  23 153 Residuals
  24 154 Plant Materials and Operating Supplies
  25 155 Merchandise
  26 156 Other Materials and Supplies
  27 163 Stores Expense Undistributed
  28 Total Materials and Supplies --------------------

  (In-Service Portion)
--------------------

  29 165 Prepayments
--------------------

  30 186 Other Deferred Debits
--------------------
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AEP GENERATING COMPANY
SAMPLE POWER BILL

OTHER WORKING CAPITAL, UNAMORTIZED DEBT EXPENSE, Pg 13 of 18
                  AND OTHER DEFERRED CREDITS             

Amount
Line Account
   No.  No.   Description *  

  1 128 Other Special Funds
  2 131 Cash
  3 135 Other Intra Company Adjustments
  4 143 Accounts Receivable-Miscellaneous
  5 146 Accounts Receivable-Associated Company
  6 171 Interest and Dividends Receivable
  7 174 Miscellaneous Current and Accrued Assets
  8 232 Accounts Payable-General
  9 234 Accounts Payable-Associated Company
  10 236 Taxes Accrued
  11 237 Interest Accrued
  12 238 Dividends Declared
  13 241 Tax Collections Payable
  14 242 Misc Current and Accrued Liabilities

------------------
  15              Total Other Working Capital

==========

  16 181 Unamortized Debt Expense
------------------

  17 253 Other Deferred Credits
------------------

*   debit <credit>
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AEP GENERATING COMPANY
SAMPLE POWER BILL

DETAIL OF NET IN-SERVICE INVESTMENT UNIT 1 Pg 14 of 18

Line Account Amount
No.  No.   Description  

31 ACCUMULATED DEFERRED INCOME TAXES

32 190 -Accumulated Deferred Income Taxes
33 281 +Accumulated Deferred Income Taxes -

    Accelerated Amortization Property
34 282 +Accumulated Deferred Income Taxes -

    Other Property
35 283 +Accumulated Deferred Income Taxes -

    Other
36   Total Accumulated Deferred Income ---------------------

    Taxes (In-Service Portion)
---------------------

37 255 +Accumulated Deferred Investment Tax
    Credits

38 186.50 -Accumulated Deferred Investment Tax
    Credit

39   Total Accumulated Deferred Investment ---------------------
    Tax Credits

40   Total Net In-Service Investment - ---------------------
    Unit 1

============
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AEP GENERATING COMPANY
SAMPLE POWER BILL

DETAIL OF NON-IN-SERVICE INVESTMENT - CWIP AND OTHER Pg 15 of 18
---------------------------------------------------------------------------------------

Line Account Amount
   No.  No.   Description  

Non-In-Service Investment - CWIP

  1 107 Construction Work In Process

  2 MATERIAL AND SUPPLIES

  3 151 Fuel Stock
  4 152 Fuel Stock Expenses - Undistributed
  5 153 Residuals
  6 154 Plant Materials and Operating Supplies
  7 155 Merchandise
  8 156 Other Material and Supplies
  9 163 Stores Expense Undistributed
  10   Total Material and Supplies -----------------

    (CWIP Portion)
-----------------

  11 ACCUMULATED DEFERRED INCOME TAXES

  12 190 -Accumulated Deferred Income Taxes
  13 281 +Accumulated Deferred Income Taxes -

    Accelerated Amortization Property
  14 282 +Accumulated Deferred Income Taxes -

    Other Property
  15 283 +Accumulated Deferred Income Taxes -

    Other
  16   Total Accumulated Deferred Income -----------------

    Taxes (CWIP Portion)
-----------------

  17   TOTAL NON-IN-SERVICE INVESTMENT -
    CWIP

==========
Non-In-Service Investment - Other

  18 105 Plant Held for Future Use

  19 186 Other Deferred Debits

  20 151.10 Fuel Inventory Over Allowed Level *

  21   Total Non-In-Service Investment - -----------------
    Other

==========

*   INCLUDES ROCKPORT 1 AND 2  
UNIT 1
UNIT 2

-----------------
TOTAL

==========
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AEP GENERATING COMPANY
SAMPLE POWER BILL

DETAIL OF NET CAPITALIZATION Pg 16 of 18

Line Account Amount
   No.  No.   Description  

  1 COMMON CAPITAL STOCK

  2 201 Common Stock Issued
  3 202 Common Stock Subscribed
  4 203 Common Stock Liability for Conversion
  5 209 Reduction In Par or Stated Value

 of Capital Stock
  6 210 Gain on Resale or Cancellation of

 Reacquired Capital Stock
  7 212 Installments Received on Capital Stock
  8 214 Capital Stock Expense
  9 217 Reacquired Capital Stock

-----------------
 10    Total Common Capital Stock

-----------------
 11 OTHER PAID-IN CAPITAL

 12 207 Premium on Capital Stock
 13 208 Donations Received from Stockholders
 14 211 Miscellaneous Paid-In Capital
 15 213 Discount on Capital Stock

-----------------
 16    Total Other Paid-In Capital

-----------------
 17 RETAINED EARNINGS

 18 215 Appropriated Retained Earnings
 19 215.1 Appropriated Retained Earnings-

 Amortization Reserve, Federal
 20 216 Unappropriated Retained Earnings

-----------------
 21    Total Retained Earnings

-----------------
 22    Total Common Equity

-----------------
 23 PREFERED CAPITAL STOCK

 24 204 Preferred Stock Issued
 25 205 Preferred Stock Subscribed
 26 206 Preferred Stock Liability

 for Conversion
-----------------

 27    Total Preferred Capital Stock
-----------------
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AEP GENERATING COMPANY
SAMPLE POWER BILL

DETAIL OF NET CAPITALIZATION (Cont'd) Pg 17 of 18

Line Account Amount
   No.  No.   Description  

28 LONG-TERM DEBT

29 221 Bonds
30 222 Reacquired Bonds
31 223 Advances from Associated Companies
32 224 Other Long-Term Debt
33 225 Unamortized Premium on

 Long-Term Debt-Credit
34 226 Unamortized Discount on Long-Term

 Debt-Debit
-----------------

35    Total Long-Term Debt
-----------------

SHORT-TERM DEBT
36a 231.02 Notes Payable (Short-Term Debt)
36b 231.03 Unamortized Discount
37 233.00 Notes Payable, Assoc Co (Money Pool)

-----------------
38    Total Short-Term Debt

-----------------
39 TEMPORARY CASH INVESTMENTS

40 132 Interest Special Deposits
41 133 Dividend Special Deposits
42 134 Other Special Deposits
43 136, 145 Temporary Cash Investments

-----------------
44   Total Temporary Cash Investments

-----------------
45    NET CAPITALIZATION

=========
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AEP GENERATING COMPANY
SAMPLE POWER BILL

DETERMINATION OF RATE OF RETURN (Net & Pre-Tax) Page 18 of 18

Line No. Amount

  1 Capitalization Balances (Prior Month Ending) :

  2   Long-Term Debt 
  3   + Short-Term Debt 
  4   + Preferred Stock
  5   + Common Equity 
  6   - Capitalization Offsets

-------------------
  7      Total Capitalization Balances

===========

  8 Weighting of Capitalization Balances :

  9   Long-Term Debt 
   10   + Short-Term Debt  
   11   + Preferred Stock
   12   + Common Equity 
   13   - Capitalization Offsets

-------------------
   14      Total Capitalization

===========
   15 Capitalization Cost Rates :

   16   Long-Term Debt  
   17   Short-Term Debt 
   18   Preferred Stock
   19   Common Equity 
   20   Capitalization Offsets 

   21 Rate of Return (Net of Tax) :

   22   Long-Term Debt  
   23   + Short-Term Debt  
   24   + Preferred Stock
   25   + Common Equity 
   26   - Capitalization Offsets

-------------------
   27      Total Rate of Return (Net of Tax)

===========

   28 Weighted Net Cost of Debt

   29 + Pre-Tax Common Equity (Line 25 / .65)
 -------------------

   30 = Rate of Return (Pre-Tax)
===========
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SYSTEM INTEGRATION AGREEMENT 

AMONG 

APPALACHIAN POWER COMPANY 
KENTUCKY POWER COMPANY 

INDIANA MICHIGAN POWER COMPANY 
WHEELING POWER COMPANY 

 

 

AND 
 

 

 

PUBLIC SERVICE COMPANY OF OKLAHOMA 
SOUTHWESTERN ELECTRIC POWER COMPANY 

 

 

 

AND 
 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 
AS AGENT 

 

 

 

 

 

 

 

 

 

 

 

 

Tariff Submitter: Appalachian Power Company 
FERC Program Name: FERC FPA Electric Tariff 
Tariff Title: APCo Rate Schedules and Service Agreement Tariffs 
Tariff Proposed Effective Date: 06/01/2015 
Tariff Record Title: System Integration Agreement 
Option Code: A 
Record Content Description: Rate Schedule 305 
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SYSTEM INTEGRATION AGREEMENT 
 

 

THIS  SYSTEM  INTEGRATION  AGREEMENT  ("Agreement")  is  made  and 

entered into as of the        day of                  , 2015  by and among Appalachian 

Power Company ("APC"), Kentucky Power Company ("KPC"), Indiana Michigan Power 

Company ("IM"), Wheeling Power Company (“WPC”), Public Service Company of 

Oklahoma ("PSO"), and Southwestern Electric  Power  Company  ("SWEPCO"),  and  

their  agent  American  Electric  Power Service Corporation ("AEPSC").   The foregoing 

companies are referred to herein collectively as the Parties and individually as a Party. 

 

 

RECITALS: 
 

WHEREAS, APC, KPC, IM, and WPC (collectively, the "AEP East Operating 

Companies") own and operate interconnected electric generation, transmission and 

distribution facilities with which they are engaged in the business of generating, 

transmitting and selling electric power and energy to the general public and to other 

entities; and 

WHEREAS, the AEP East Operating Companies coordinate their bulk power 

activities pursuant to the Restated and Amended Power Coordination Agreement dated  

June 1, 2015 (the "AEP East PCA"); and 

WHEREAS, PSO and SWEPCO (collectively, the "AEP West Operating 

Companies") own and operate interconnected electric generation, transmission and 

distribution facilities with which they are engaged in the business of generating, 

transmitting and selling electric power and energy to the general public and to other 

entities; and 

WHEREAS, the AEP West Operating Companies coordinate their bulk power 

activities pursuant to a Restated and Amended Operating Agreement dated March 1, 

2014 (the "AEP West Operating Agreement"); and 
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WHEREAS, the Parties desire to enter into an agreement under which the AEP 

East Operating Companies and the AEP West Operating Companies can mutually 

benefit from centralized off-system trading and marketing activities; 

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

and agreements herein set forth, the Parties mutually agree as follows: 

 

 

ARTICLE I 
DEFINITIONS 

 

 

1.1     AEP  East  Zone  means  the  electric  generation,  transmission  and 

distribution facilities of the AEP East Operating Companies. 

1.2 AEP  East  PCA means  the  Restated and Amended Power  

Coordination  Agreement  among AEPSC and the AEP East Operating Companies dated 

June 1, 2015. 

 

1.3     AEP East Operating Companies  for purposes of this Agreement means 

the following operating companies of American Electric Power Company, Inc. which, 

together with AEPSC, are parties to the AEP East PCA: APC, KPC, IM, and WPC, 

collectively. 

1.4     AEP West Operating Companies  for purposes of this Agreement means 

the following operating companies of American Electric Power Company, Inc. which, 

together with AEPSC, are parties to the AEP West Operating Agreement: PSO and 

SWEPCO collectively. 

1.5 AEPSC means American Electric Power Service Corporation. 
 

1.6     AEP  West  Zone  means  the  electric  generation,  transmission  and 

distribution facilities of the AEP West Operating Companies. 

1.7    Agent  means the Parties’ designated representative for the purposes 

specified in Section 5.1 and elsewhere in this Agreement. 

1.8 Agreement means  this  System  Integration  Agreement,  including  all 
 

Service Schedules and attachments hereto. 
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1.9 APC  means Appalachian Power Company. 
 

1.10   AEP West Operating Agreement  means the Amended and Restated 

Operating Agreement among AEPSC and the AEP West Operating Companies dated 

March 1, 2014. 

1.11 FERC or Commission means the Federal Energy Regulatory 
 

Commission or a successor agency having jurisdiction over this Agreement. 
 

1.12 IM means Indiana Michigan Power Company. 
 

1.13 KPC  means Kentucky Power Company. 
 

1.14  Off-System Purchases, for purposes of this Agreement,    means 

purchases by the Parties of energy and/or capacity from third parties in support of 

Trading and Marketing Activities. 

1.15   Off-System Sales, for purposes of this Agreement, means sales by the 

Parties of energy and/or capacity to third parties that are non-native load customers of 

the Parties to this Agreement in support of Trading and Marketing Activities. 

1.16   Operating  Committee     means  the  administrative  body  established 

pursuant to Article VI for the purposes therein specified. 

1.17   Operating Companies means the AEP East Operating Companies and 

the AEP West Operating Companies. 

1.18   Out-of-Pocket  Cost  means  all  expenses  incurred   that  would   not 

otherwise have been incurred if the corresponding service had not been arranged and 

shall include the supply and cost basis of Off-System Sales. 

1.19  Party  or Parties means one or more of the following individually or 

collectively, as the context warrants: APC, KPC, IM, WPC, AEPSC, PSO, and 

SWEPCO. 

1.20 PSO means Public Service Company of Oklahoma. 
 

1.21 PJM means PJM Interconnection, L.L.C. 
 

1.22 SPP means Southwest Power Pool, Inc. 
 

1.23 SWEPCO means Southwestern Electric Power Company. 
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1.24 Service  Schedule means  the  Service  Schedule  attached  to  this 
 

Agreement. 
 

1.25 Trading and Marketing Activities   means Off-System Sales and Off- 

System Purchases. 

1.26 Trading and Marketing Realization means the difference between (i) 

revenues collected from Trading and Marketing Activities and (ii) the Out-of-Pocket Cost 

of such Trading and Marketing Activities including any transaction costs related to such 

activities. 

1.27 WPC means Wheeling Power Company. 
 

 

ARTICLE II 
TERM OF AGREEMENT 

 

 

2.1 Term 
 

This Agreement shall take effect on June 1, 2015, and shall continue in force and 

effect thereafter until terminated by mutual agreement or upon twelve (12) months’ 

written notice from any of the Parties.  The Agreement shall remain in effect for the 

remaining Parties so long as there are at least one AEP East Operating Company and 

at least one AEP West Operating Company that are still parties to the Agreement. 

Notwithstanding this termination notice, each Party shall remain responsible for 

its allocation of cost and revenues of all Trading and Marketing Activities that were or 

are entered into under this Agreement, including those activities, if any, that are entered 

into that extend beyond the date after which the notifying Party is no longer a Party to 

this Agreement. 
 

2.2 Review 
 

This  Agreement  will  be  reviewed  on  an  as  needed  basis  by  the  Operating 
 

Committee to determine whether revisions are necessary or appropriate. 
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ARTICLE III 
OBJECTIVES 

 

 

3.1 Purpose 

The  purpose  of  this  Agreement  is  to  provide  the  contractual  basis  for  the 

equitable sharing of Trading and Marketing Activities between the AEP East Operating 

Companies and the AEP West Operating Companies, and for any other purposes set 

forth herein. 
 

ARTICLE IV 
RELATIONSHIP TO OTHER AGREEMENTS 

AND SERVICES 
 

 

4.1 Governing Provisions 
 

This Agreement is intended to apply in addition to and not in lieu of the AEP East 

PCA and the AEP West Operating Agreement.  The provisions of this Agreement shall, 

to the extent practicable, be construed and applied in a manner that is consistent with 

the AEP PCA and the AEP West Operating Agreement.   In the event of any 

inconsistency, however, the provisions of this Agreement shall control. 

 

 

ARTICLE V 
AGENT 

 

 

5.1 Agent’s Functions 
 

The Parties hereby designate AEPSC as their Agent for the purposes of: 
 

(a) conducting Trading and Marketing Activities on behalf of all the Operating 
 

Companies that are parties to this Agreement; 
 

(b)      developing all bills and billing information among the Parties pursuant to 

this Agreement; and 

(c)      such other activities and duties as may be assigned from time to time by 

the Operating Committee. 
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5.2 Delegation and Acceptance of Authority 
 

The Parties hereby delegate to the Agent and the Agent hereby accepts 

responsibility and authority for the duties listed in Section 5.1 and elsewhere in this 

Agreement.  Except as herein expressly established otherwise, the Agent shall perform 

each of those duties in consultation with the Operating Committee. 

 

 

ARTICLE VI COMPOSITION AND 
DUTIES OF THE OPERATING 

COMMITTEE 
 

 

6.1 Operating Committee 
 

The Operating Committee is the administrative body created to administer this 

Agreement and shall consist of three (3) members.   One member shall be a 

representative of the AEP East Operating Companies, one member shall be a 

representative of the AEP West Operating Companies and the third member shall be a 

representative of AEPSC who will also act as the chairperson of the committee. 

6.2 Meetings 
 

The Operating Committee shall hold meetings at such times, means and places 

as the members shall determine.  Minutes of each Operating Committee meeting shall 

be prepared and maintained. 

6.3 Decisions 
 

All decisions of the Operating Committee shall be by a majority vote of the 

members present or their designated proxy. 

6.4 Duties 
 

The Operating Committee shall have the following duties, unless such duties are 

otherwise assigned by a vote of the Operating Committee to the Agent, in which case 

the Agent shall perform such duties. The Operating Committee will be responsible for: 
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(a) administering  this  Agreement  and  recommending  any  amendments 

hereto; 

(b) reviewing and making recommendations concerning the sharing of costs 

and benefits under this Agreement; 

(c) reviewing and, if necessary, amending the duties and responsibilities of 

the Agent; and 

(d) ensuring coordination for other matters not specifically provided for herein. 
 

 

 

ARTICLE VII TRADING AND 
MARKETING 

 

 

7.1 Trading and Marketing Activities 
 

All Trading and Marketing Activities initiated or concluded after the effective date 

of this Agreement shall be conducted centrally under the direction of the Agent. 

 

 

ARTICLE VIII 
ASSIGNMENT OF COSTS AND BENEFITS 

 

 

8.1 Service Schedule(s) 
 

The costs and revenues associated with activities described in Article VII shall be 

distributed in the manner provided from time to time in the Service Schedule(s) attached 

to and incorporated by reference into this Agreement.  It is understood and agreed that 

the Service Schedule(s) is/are intended to establish an equitable sharing of costs and/or 

benefits among the Operating Companies, and that circumstances may, from time to 

time, require a reassessment of relative benefits and burdens or of the methods used in 

the Service Schedule(s) to apportion the benefits and burdens.    Upon a 

recommendation of the Operating Committee and agreement among the Parties, the 
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Service Schedule(s) may be amended as of any date agreed to by the Parties, subject 

to receipt of necessary regulatory authorization. 

The Service Schedule(s) incorporated into this Agreement is/are as follows: 

Service Schedule A: Allocation of Trading and Marketing Realizations. 

 

 

 

ARTICLE IX BILLING 
PROCEDURES 

 

 

9.1 Records 
 

The Agent shall maintain such records as may be necessary to determine the 

assignment of costs and benefits pursuant to this Agreement.  Such records shall be 

made available to the Parties upon request. 

9.2 Monthly Statements 
 

As promptly as practicable after the end of each calendar month, the Agent shall 

prepare a statement setting forth the monthly summary of costs and revenues allocated 

or assigned to the Operating Companies in sufficient detail as may be needed for 

settlements  under  the  provisions  of  this  Agreement.    As  required,  the  Agent  may 

provide such statements on an estimated basis and then adjust those statements for 

actual results. 

9.3 Billings and Payments 
 

The Agent shall handle all billing between the Parties and other entities for 

Trading and Marketing Activities pursuant to this Agreement.  Payment among the 

Operating Companies shall be by making remittance of the net amount billed or by 

making appropriate accounting entries on the books of the Parties. 

9.4 Billing Errors 
 

If  a  Party  discovers  a  billing  error  pertaining  to  a  prior  billing  for  reasons 

including, but not limited to, missing or erroneous data or calculations, including those 
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caused by meter, computer or human error, a correction adjustment will be calculated. 

The correction adjustment shall not be applied to any period earlier than the beginning 

of the second full billing month preceding the discovery of the error, nor will interest 

accrue on such adjustment. The correction adjustment will be applied as soon as 

practicable to the next subsequent regular monthly bill. Any overpaid amount attributed 

to such billing errors shall be returned by the owing Party(ies) upon determination of the 

correct amount with no interest. 

9.5 Billing Omissions 
 

Within one (1) year from the date on which a bill should have been delivered, if a 

Party’s records reveal that the bill was not delivered, then the Agent shall deliver to the 

appropriate Party a bill within one (1) month of this determination.   Any amounts 

collected or reimbursed due to such omissions shall exclude interest.  The right to 

receive payment is waived with respect to any amounts not billed within this period. 

9.6 Billing Disputes 
 

The Parties shall have the right to dispute the accuracy of any bill or payment for 

a period not to exceed two months from the date on which the bill was initially delivered. 

Following this one-month period, the right to dispute a bill is permanently waived for any 

and all reasons including but not limited to, (a) errors, (b) omissions, (c) Agent’s actions, 

and (d) the Operating Committee’s decisions, Agreement interpretations and direction in 

the administration of the Agreement.  Any amounts collected or reimbursed due to such 

disputes shall exclude interest. 

9.7 Taxes 
 

Should any federal, state, or local tax, surcharge or similar assessment, in 

addition to those that may now exist, be levied upon the electric power, energy or 

service to be provided in connection with this Agreement, or upon the provider of 

service as measured by the power, energy or service, or the revenue therefrom, such 

additional amount shall be included in the net billing as described in Section 9.3. 
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ARTICLE X 
FORCE MAJEURE 

 

 

10.1 Events Excusing Performance 
 

No Party shall be liable to another Party for or on account of any loss, damage, 

injury, or expense resulting from or arising out of a delay or failure to perform, either in 

whole or in part, any of the agreements, covenants or obligations made by or imposed 

upon the Parties by this Agreement, by reason of or through strike, work stoppage of 

labor,  failure  of  contractors  or  suppliers  of  materials  (including  fuel),  failure  of 

equipment,   environmental   restrictions,   riot,   fire,   flood,   ice,   invasion,   civil   war, 

commotion, insurrection, military or usurped power, order of any court granted in any 

bona fide adverse legal proceedings or action, or of any civil or military authority either 

de facto or de jure, explosion, Act of God or the public enemies, or any other cause 

reasonably beyond its control and not attributable to its neglect.  A Party experiencing 

such a delay or failure to perform shall use due diligence to remove the cause or causes 

thereof; however, no Party shall be required to add to, modify or upgrade any facilities, 

or to settle a strike or labor dispute except when, according to its own best judgment, 

such action is advisable. 

 

ARTICLE XI 
GENERAL 

 

 

11.1 No Third Party Beneficiaries 
 

This Agreement does not create rights of any character whatsoever in favor of 

any person, corporation, association, entity or power supplier, other than the Parties, 

and the obligations herein assumed by the Parties are solely for the use and benefit of 

said Parties.  Nothing in this Agreement shall be construed as permitting or vesting, or 

attempting to permit or vest, in any person, corporation, association, entity or power 
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supplier, other than the Parties, any rights hereunder or in any of the resources or 

facilities owned or controlled by the Parties or the use thereof. 

11.2 Waivers 
 

Any waiver at any time by a Party of its rights with respect to a default under this 

Agreement,  or  with  respect  to  any  other  matter  arising  in  connection  with  this 

Agreement, shall not be deemed a waiver with respect to any subsequent default or 

matter.  Any delay, short of the statutory period of limitation, in asserting or enforcing 

any right under this Agreement, shall not be deemed a waiver of such right. 

11.3 Successors and Assigns 
 

This Agreement shall inure to the benefit of and be binding upon the Parties only, 

and their respective successors and assigns, and shall not be assignable by any Party 

without the written consent of the other Parties except to a successor in the operation of 

its properties by reason of a merger, consolidation, sale or foreclosure whereby 

substantially all such properties are acquired by or merged with those of such a 

successor. 

11.4 Liability and Indemnification 
 

SUBJECT TO ANY APPLICABLE STATE OR FEDERAL LAW WHICH MAY 

SPECIFICALLY RESTRICT LIMITATIONS ON LIABILITY, EACH PARTY SHALL 

RELEASE, INDEMNIFY, AND HOLD HARMLESS THE OTHER PARTIES, THEIR 

DIRECTORS, OFFICERS AND EMPLOYEES FROM AND AGAINST ANY AND ALL 

LIABILITY FOR LOSS, DAMAGE OR EXPENSE ALLEGED TO ARISE FROM, OR 

INCIDENTAL TO, INJURY TO PERSONS AND/OR DAMAGE TO PROPERTY IN 

CONNECTION WITH ITS FACILITIES OR THE PRODUCTION OR TRANSMISSION 

OF ELECTRIC ENERGY BY OR THROUGH SUCH FACILITIES, OR RELATED TO 

PERFORMANCE  OR  NON-PERFORMANCE  OF  THIS  AGREEMENT,  INCLUDING 

ANY NEGLIGENCE ARISING HEREUNDER.  IN NO EVENT SHALL ANY PARTY BE 

LIABLE TO ANOTHER PARTY FOR ANY INDIRECT, SPECIAL, INCIDENTAL OR 
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CONSEQUENTIAL DAMAGES WITH RESPECT TO ANY CLAIM ARISING OUT OF 

THIS AGREEMENT. 

11.5 Section Headings 
 

The descriptive headings of the Articles and Sections of this Agreement are used 

for convenience only, and shall not modify or restrict any of the terms and provisions 

thereof. 

11.6 Notice 

Any notice or demand for performance required or permitted under any of the 

provisions of this Agreement shall be deemed to have been given on the date such 

notice, in writing, is deposited in the U.S. mail, postage prepaid, certified or registered 

mail, addressed to: 
 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 
Senior Vice President, Regulatory Services 
1 Riverside Plaza 
Columbus, Ohio 43215-2373 

 

 

or in such other form or to such other address as the Parties may stipulate. 
 

11.7 Interpretation 
 

In this Agreement: (a) unless otherwise specified, references to any Article or 

Section are references to such Article or Section of this Agreement; (b) the singular 

includes the plural and the plural includes the singular; (c) unless otherwise specified, 

each reference to a requirement of any governmental entity or regional transmission 

organization includes all provisions amending, modifying, supplementing or replacing 

such  governmental  entity  or  regional  transmission  organization  from  time  to  time; 

(d) the words “including,” “includes” and “include” shall be deemed to be followed by the 

words “without limitation”; (e) unless otherwise specified, each reference to any tariff or 

agreement includes all amendments, modifications, supplements, and restatements 

made to such tariff or agreement from time to time which are not prohibited by this 
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Agreement; (f) the descriptive headings of the various Articles and Sections of this 

Agreement have been inserted for convenience of reference only and shall in no way 

modify or restrict the terms and provisions thereof; and (g) “herein,” “hereof,” “hereto” 

and “hereunder” and similar terms refer to this Agreement as a whole. 

 

ARTICLE XII 
REGULATORY APPROVAL 

 

 

12.1 Regulatory Authorization 
 

This Agreement is subject to and conditioned upon acceptance for filing without 

material condition or modification by the Commission.  In the event that this Agreement 

is not so accepted for filing in its entirety or without conditions or modifications 

unacceptable to any Party, or the Commission subsequently modifies this Agreement 

upon complaint or upon its own initiative (as provided for in Section 12.2), any Party 

may, irrespective of the notice provisions in Section 2.1, withdraw from this Agreement 

by giving thirty (30) days’ advance written notice to the other Parties. 

12.2 Changes 
 

It is contemplated by the Parties that it may be appropriate from time to time to 

change, amend, modify or supplement this Agreement, including the Schedule and 

attachments which are a part of this Agreement, to reflect changes in practices or costs 

of operations or for other reasons.  Any such changes to this Agreement shall be in 

writing executed by the Parties, subject to approval or acceptance for filing by the 

Commission. 

 

 

 

 

 

[Signature page follows] 
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IN  WITNESS  WHEREOF,  the  Parties  have  caused  this  Agreement  to  be 

executed and attested by their duly authorized officers on the day and year first above 

written. 

 

 

APPALACHIAN POWER COMPANY 
 

By:   
 

Title:   
 

KENTUCKY POWER COMPANY 
 

By:   
 

Title:   
 

INDIANA MICHIGAN POWER COMPANY 
 

By:   
 

Title:   
 

WHEELING POWER COMPANY 
 

By:   
 

Title:   
 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 
 

By:   
 

Title:   
 

PUBLIC SERVICE COMPANY OF OKLAHOMA 
 

By:   
 

Title:   
 

SOUTHWESTERN ELECTRIC POWER COMPANY 
 

By:   
 

Title:   
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SERVICE SCHEDULE A 
 

ALLOCATION OF TRADING AND MARKETING REALIZATIONS 
 

 

 

A1 – Duration 

This  Service  Schedule  A  shall  become  effective  and  binding  when  the 

Agreement becomes effective, and shall continue in full force and effect throughout the 

duration of the Agreement, except as provided in Sections 8.1 and 12.2 of the 

Agreement.  This Service Schedule A is a part of the Agreement and, as such, the use 

of terms in this Service Schedule A that are defined in the Agreement shall have the 

same meanings as set forth in the Agreement. 
 

A2 – Allocation of Trading and Marketing Activity Costs 
 

The AEP East Zone and the AEP West Zone each shall be reimbursed, before 

determining the Trading and Marketing Realizations, for its respective Out-Of-Pocket 

Costs and any transmission-related expenses incurred in support of Trading and 

Marketing  Activities.    All  overhead  costs  associated  with  Trading  and  Marketing 

Activities shall be allocated between the AEP East Zone and the AEP West Zone in 

accordance with the Allocation of Trading and Marketing Realizations set out in Section 

A3 of this Service Schedule A. 

A3 – Allocation of Trading and Marketing Realizations 
 

The Agent shall determine the Trading and Marketing Realizations on a monthly 

basis.  The realizations shall be allocated between the AEP East Zone and AEP West 

Zone as specified below: 

(a) AEP East Zone – Trading and Marketing Realizations allocated to the AEP 

East Zone include the following:  (1) Trading and Marketing Realizations resulting from 
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Trading and Marketing Activities at locations served by the PJM and Midcontinent 

Independent System Operator, Inc. (“MISO”) North regions (“MISO North”); (2) Trading 

and Marketing Realizations resulting from Trading and Marketing Activities at other 

locations that are initially assigned to originate or terminate within PJM or MISO North 

and are ultimately settled financially without physical delivery or are settled with power 

from a location different than PJM or MISO North; and (3) any other Trading and 

Marketing Realizations resulting from Trading and Marketing Activities that are 

conducted solely on behalf of the AEP East Operating Companies 

(b) AEP West Zone – Trading and Marketing Realizations allocated to the AEP 

West Zone include the following:  (1) Trading and Marketing Realizations resulting from 

Trading and Marketing Activities at locations served by the SPP, Electric Reliability 

Council of Texas (“ERCOT”) and MISO South regions (“MISO South”); (2) Trading and 

Marketing Realizations resulting from Trading and Marketing Activities at other locations 

that are initially assigned to originate or terminate within SPP, ERCOT or MISO South 

and are ultimately settled financially without physical delivery or are settled with power 

from an area different than SPP, ERCOT or MISO South; and (3) any other Trading and 

Marketing Realizations resulting from Trading and Marketing Activities that are 

conducted solely on behalf of the AEP West Operating Companies.. 

(c) Notwithstanding paragraphs (a) and (b) above, Trading and Marketing 

Activities that originate in PJM or MISO North and terminate in SPP, ERCOT or MISO 

South will be assigned to the AEP East Zone, and Trading and Marketing Activities that 

originate in ERCOT, MISO South or SPP and terminate in PJM or MISO North will be 

assigned to the AEP West Zone. 
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(d) AEP East Zone and AEP West Zone – Any Trading and Marketing 

Realizations that cannot be directly assigned to either the AEP East Zone or 

AEP West Zone based on the above criteria, will be allocated between the two 

zones.  The Trading and Marketing Realizations settled in a given month will be 

allocated to the two zones in proportion to each zone’s total common shareholder 

equity balance.  The total common shareholder equity balance for a zone will be 

the sum of the total common shareholder equity balances of the Operating 

Companies in the given zone as of the end of the previous calendar year and will 

be determined annually by the Agent.  These balances will then be applied to 

allocate the Trading and Marketing Realizations between the two zones during 

the subsequent twelve-month period beginning June 1 of a given year and 

ending May 31 of the following year.   

(e) This allocation of Trading and Marketing Realizations set out in this 

Service Schedule A shall remain in effect until such time that is modified pursuant 

to Section 12.2 of the Agreement.  
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ATTACHMENT B -2
(Unmarked Version)

TRANSMISSION AGREEMENT

By and among

APPALACHIAN POWER COMPANY

COLUMBUS SOUTHERN POWER COMPANY

INDIANA MICHIGAN POWER COMPANY

KENTUCKY POWER COMPANY

KINGSPORT POWER COMPANY

OHIO POWER COMPANY

WHEELING POWER COMPANY

and with

AMERICAN ELECTRIC POWER SERVICE CORPORATION

AS AGENT

DATED APRIL 1984, AS AMENDED·

Issued By: Richard E. Munczinski

Senior Vice President, Regulatory Services
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o. 1 THIS AGREEMENT, made and entered into as of the 1st

day of April, 1984, and as subsequently amended, by and among

APPALACHIAN POWER COMPANY (Appalachian Company), a Virginia

corporation, COLUMBUS AND SOUTHERN POWER COMPANY (Columbus

Company), an Ohio corporation, INDIANA MICHIGAN POWER COMPANY

(Indiana Company) , an Indiana corporation, KENTUCKY POWER

COMPANY(Kentucky Company), a Kentucky corporation, OHIO POWER

COMPANY (Ohio Company), an Ohio corporation, KINGSPORT POWER

COMPANY (Tennessee C~mpany), a Tennessee corporation, and

WHEELING POWER COMPANY (Wheeling Company), a West Virginia

corporation, said companies (herein sometimes called 'Members'

when referred to collectively and 'Member' when referred to

individually) being affiliated companies of the integrated

public utili tyelectric system known as the American Electric

Power SYSTEM (AEP System), and AMERICAN ELECTRIC POWER SERVICE

CORPORATION (Agent), a New York corporation, being a service

company engaged solely in the business of furnishing essential

services to the aforesaid companies and to other affiliated

companies.

WIT N E SSE T H,

T HAT:

0.2 WHEREAS, the Members own and operate electric

facilities in the states herein indicated, (i) Appalachian

Company in Virginia, West Virginia, and Tennessee (ii) Columbus

Company in Ohio, (iii) Indiana Company in Indiana and Michigan,

(i v) Kentucky Company in Kentucky, (v) Tennessee Company in

Tennessee, (vi) Ohio Company in Ohio and West Virginia, and

(vii) Wheeling Company in West Virginia; and
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o . 3 WHEREAS, certain of the Members have entered into an
interconnection agreement, dated July 6, 1951, with modification

thereto, which provides for certain understandings, conditions,
and procedures designed to achieve the full benefits and
advantages available through the coordinated operation of their
electric power supply facilities; and

0.4 WHEREAS, The Members' electric facilities are now and
for many years have been interconnected through their respective
transmission facilities at a number of points, forming an
integrated transmission network; and

0.5 WHEREAS, the Members have achieved benefits through
the coordinated planning and development of a fully integrated
Transmission System; and

0.6 WHEREAS, the members believe that an agreement which
provides for the equi table sharing among the Members of the
costs incurred by the Members' in connection with the ownership,
operation, and maintenance of their respective portions of the
Transmission System would enhance equity among the Members for
the continued development of a reliable and economic
Transmission System; and

0.7 WHEREAS, effective October 1, 2004 the Members joined
the PJM Interconnection, LLC ("PJM") , and placed their
respective transmission facilities under the functional control
of PJM, a regional transmission operator or "RTO"; and

0.8 WHEREAS, PJM provides transmission service, pursuant to
the PJM Open Access Transmission Tariff ("OATT"), to the Members
and others who require transmission service over the
Transmission System; and
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0.9 WHEREAS, the Members believe that benefits and
advantages could be best realized if this Agreement were
administered by a si~gle clearing agent; and

0.10 WHEREAS, the Members believe that the Agent designated
herein for such purpose is qualified to perform such services;

0.11 NOW, THEREFORE, in consideration of the premises and
of the mutual covenants and agreements hereinafter contained,
the parties hereto hereby agree as follows:

ARTICLE 1

DESCRIPTION OF TRANSMISSION SYSTEM

1.1 The Transmission System covered by this Agreement
shall include all the transmission facilities, from time to
time, owned by the Members that are included in the costs of
service used to determine rates for transmission service under
the PJM OATT, or successor open access transmission tariff.
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ARTICLE 2

OPERATION

2 . 1 Each member shall maintain its respective portion of
the Bulk Transmission System, together with all associated
facilities and appurtenances, in a suitable condition of repair
at all times in order that said system will operate in a
reliable and satisfactory manner.

ARTICLE 3

TRANSMISSION COMMITTEE
3.1 The Members shall appoint representatives to serve on

a Transmission Committee. Such representatives shall have
authori ty to act for the Members' in the administration of all
matters pertaining to this Agreement.

3. 2 Each Member shall designate in writing , delivered to
the other Members and Agent, the person who is to act as its
representative on said Committee and the person or persons who
may serve as alternate whenever such representative is
unavailable to act. Agent shall designate in writing delivered
to the Members the person who is to act as its representative on
said Committee and the person or persons who may serve as
alternate whenever such representative is unavailable to act.
Such person designated by Agent shall act as chairman of the
Transmissions Committee and shall be known as the "Transmission
Manager".
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ARTICLE 4
AGENTS RESPONSIBILITIES

4.1 For the purpose of carrying out the provisions of this
Agreement the Members hereby delegate to Agent, and Agent hereby
accepts, the responsibility of administration of this Agreement,
and in furtherance thereof Agent hereby agrees:

4.11 To arrange for and conduct such meetings of
the Transmission Committee as may be required to insure the
effectiye and efficient carrying out of all matters of
procedure essential to the complete performance of the
provisions of this Agreement.

4.12 To carry out settlements under this
Agreement. Settlements by the Members shall be made for
each calendar month through General Ledger accounts (hereby
designated and hereinafter called the "TRANSMISSION
ACCOUNTS") to be administered by Agent. For the purposes
of This Agreement, Transmission Accounts shall be
consistent with th~ accounts listed in the FERC Uniform
System of Accounts, and shall include such accounts and
sub-accounts as are necessary and proper, directed by the
Transmission Committee,
regulatory requirements.

ARTICLE 5

and consistent with applicable

SETTLEMENTS
5.1 As provided in this Article, following the end of each

month, the Members shall effect settlements through the
TRANSMISSION ACCOUNTS. Generally, Settlements hereunder will
involve the allocation among the Members of transmission-related
costs and revenues as incurred and accrued under the PJM OATT,
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or successor open access transmission tariff, and the recording
of same in the Transmission Accounts of the Members, as
specified in Appendix I consistent ~ith the Settlement Agreement
approved in FERC Docket No. ER09-1279-000.

5.2 All amounts to be allocated among the Members
hereunder shall, to the extent practicable, be included in
Settlements for the month in which such cost or revenue is
realized or accrued. If necessary in order to implement such
timely Settlement, the Agent shall be authorized to effect
Settlements on an estimated basis and make such adjustment as is
needed in subsequent Settlements that will 'conform the
Settlements to the terms of this Agreement.

5.3 For such time as Member Tennessee Company and/or
Wheeling Company (Buyer) purchase power from Members Appalachian
Company and Ohio Company (Seller), respectively, under
agreements that provide for transmission service and related
charges to Buyer from Seller (Purchased Power Agreements or
"PPAs"), Seller will be allocated or assigned the costs as
described on Appendix I, numbers seven (7) through fifteen (15),
that would otherwise have been allocated or assigned to Buyer
under this Agreement. The total amount of such allocated or
assigned costs will be passed through to Buyer by Seller as the
transmission service and related charges provided for in their
PPAs. Such transmission and related costs will be the only
transmission charges passed through to Buyer under any such PPA.
When any such PPA expires or is otherwise modified or
superseded, the provisions of the PPA that provide for
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transmission service and related charges to Buyer from Seller
will be discontinued and Tennessee Company and/or Wheeling
Company will receive directly, by allocation or direct
assignment, the transmission and related costs pursuant to this
agreement, as described on Appendix I, numbers seven (7) through
fifteen (15). At such time, Seller shall no longer be allocated
or assigned costs which are properly allocable or assignable to
Buyer under this Agreement. Further, from the effective date
of this Agreement as modified in FERC Docket No. ER09-1279, all
the Members, including Tennessee Company" and Wheeling Company,
will receive direct allocation of revenues as provided herein
and described on Appendix I, numbers one (1) though six (6).

ARTICLE 6
TAXES

6.1 If at any time during the duration of this Agreement
there should be levied and/or assessed by any governmental
authority against any Member any tax related to the receipt of
Settlements calculated pursuant to this Agreement (such as
sales, excise or similar taxes), such tax expense incurred by
such Member that would not have been incurred were the
Settlements hereunder not being made, such Member shall be
entitled, to the extent permitted by the applicable regulatory
authority (ies) to include such tax in its transmission revenue
requirement under the PJM or successor OATT when transmission
revenue requirements of the Members are next updated, and
thereby receive an appropriate level of reimbursement (through
cost sharing) for such additional taxes by Members and others
receiving service "from the Transmission System.
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ARTICLE 7

Allocation Principles

7.1 All items of cost and revenue included in Settlements

hereunder shall be related to the provision of or receipt of

transmission service or a related ("ancillary") service by one

or more Members. The allocation methods used to share such

costs and revenues, as specified in Appendix I, shall be made

pursuant to direction by the Transmission Cormnittee.

7. 2 The Transmission Committee may at any time during the

Term o'f This Agreement, upon the recommendation of the Agent or

any Member, review any i tern of cost or revenue, in order to

determine whether such item is transmission-related, and whether

it should be included in Settlements hereunder. Further,

whenever the Transmission Committee determines that any change

is needed in Appendix I to add or del~te any item of cost or

revenue, or to change the allocation or accounting basis of any

item, the Transmission Committee shall authorize and direct the

Agent to effect such change in Appendix I and in monthly

Settlements among the Members and to make any filing with the

applicable regulatory authority (ies) to implement such change.

pursuant to the PJM OATT or any successor open access

transmission tariff.

ARTICLE 8

MODIFICATION

8 . 1 Any Member, or the Agent, by wri tten notice given to

the other Members and Agent, may call for a reconsideration of

the terms and conditions herein provided. If such
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reconsideration is called for, the Members shall take into
account any changed conditions, any results from the application
of said terms and conditions, and any other facts tha~ might
cause said terms and conditions to result in an inequitable
sharing of costs and benefits under this Agreement. Any
modification in terms and conditions agreed to by the Members
following such reconsideration shall become effective the first
day of the month following authorization of such reconsideration
by appropriate regulatory authority.

ARTICLE 9
EFFECTIVE DATE AND TERM OF THIS AGREEMENT

9.1 This Agreement shall become effective and shall become
a binding obligation of the Parties on the date specified in an
Order in such proceeding as this Agreement shall have been filed
with, and accepted for filing by the Federal Energy Regulatory
Commission (FERC) under the Federal Power Act as a rate
schedule.

9.2 This Agreement shall continue in effect for four years
from the effective date of the final order in Docket No. ER09-
1279-000 for successive periods of one year each until
terminated as provided under subsection.9.3 below.

9.3 Any Member upon at least three years' prior written
notice to the other Members and Agent may terminate this
Agreement at the expiration of such notice period.

ARTICLE 10
REGULATORY AUTHORITIES

10.1 The Members recognize that this Agreement, and any
tariff or rate schedule which shall embody or supersede this
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Agreement or any part thereof, are in certain respects subject
to the jurisdiction of the FERC under the Federal Power Act, and
are also subject to such lawful action as any regulatory
authority having jurisdiction shall hereafter take with respect
thereto. The performance of any obligation of the Members shall
be subject to the receipt from time to time as required of such
authorizations, approvals or actions of regulatory authorities
having jurisdiction as shall be required by law.

10.2 Subject to the terms of the Settlement in Docket NO.
ER09-1279-000, it is expressly understood that any Member under
this Agreement, as it may hereafter from time to time be
modified and supplemented by the Members, shall be entitled, at
any time and from time to time, unilaterally to make application
to the FERC for a change in rates, charges, classification of
service, or any rule, regulation or contract relating thereto,
or to make any change in or supersede in whole or in part any
provision of this Agreement, under Section 205 of the Federal
Power Act and pursuant to the FERC's Rules and Regulations
promulgated thereunder.
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ARTICLE 11
ASSIGNMENT

11.1 This Agreement shall inure to the benefit of and be
binding upon the successors and assigns of the respective
parties.

IN WITNESS WHEREOF, the parties hereto have caused this
•Agreement to be executed in their respective corporate names and

on their behalf by their proper officers thereunto daily
authorized as of the day and year first above written.

Next Page is Signature Page
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Transmission Agreement Among:
I

AMERICAN ELECTRIC POWER KINGSPORT POWER COMPANY,SERVICE CORPORATION,
By:By:
President and Chief OperatingSenior Vice President Officer

APPALACHIAN POWER COMPANY, OHIO POWER COMPANY, and
By: __ By:-------------------------
President and Chief Operating
Officer Vice President

WHEELING POWER COMPANYCOLUMBUS SOUTHERN POWER
COMPANY, By:-------------------------
By:------------------------- President
President and Chief Operating
Officer

INDIANA MICHIGAN POWER
COMPANY,

By:--------------------~---

KENTUCKY POWER COMPANY,

By:-------------------------
President and Chief Operating
Officer

Dated as of:
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Appendix I

AEP Transmission Agreement

Allocation of Transmission Related Costs and Revenues

FERC

Account*

PJM

Billing

Basis

AEP

Allocation

Basis

AEP as Transmission Owner (Revenues)

1
,Transmission Owner Scheduling, System Control and Dispatch Service

456.1 NSPL ARRSIA
(PJM Schedule lA)

2 NITS (AEP LSE) 456.1 NSPL ATRR

3 NITS (Non-Affiliates) 456.1 NSPL ATRR

4 Grandfathered PTP (NCEMC) 456.0 Contract ATRR

5 PJM Expansion Cost Recovery Charge (ECRC) 456.1 NSPL ARREC

6 RTO Startup Cost Recovery Charge (SCRC) 456.1 NSPL ARRSC

AEP as LSE (Expenses)

7
Transmission Owner Scheduling, System Control and Dispatch Service

456.1 MWh MWh
(PJM Schedule lA)

8 NITS Charges (for AEP Retail Load) 456.1 NSPL 12CP

9 NITS Charges for AEP FR Customersll 447.0 NSPL DA

10 NITS Reimbursement from AEP FR Customers 11 447.0 NSPL DA

11 Firm Point-to-Point Credits (for AEPRetail Load) 456.1 NSPL 12CP

12 Non-Firm Point-to-Point Credits (AEP Retail Load) 456.1 NSPL 12CP

13 Transmission Enhancement (Schedule 12) 565.0 NSPL 12CP

14 PJM Expansion Cost Recovery Charge (ECRC) 456.1 NSPL 12CP

15 RTO StartuQ Cost Recovery Charge (SCRC) 456.1 NSPL 12CP

NSPL
Contract

ARRSIA

ATRR

ARREC

ARRSC

12CP

DA

PJM Network Service Peak Load

Pre-OATT FERC Rate Schedules

Annual Revenue Requirement - Schedule lA

Annual Transmission Revenue Requirement

Annual Revenue Requirement - Expansion Cost Recovery

Annual Revenue Requirement - Stariup Cost Recovery

Average of 12 coincident peaks through 10/31 of prior year

Directly Assigned to Operating Company

* Note: Should the net amount in 456.1 for any Member be negative, e.g. more expense than revenue, the net expense will

be recorded in 565.0.

II Includes all transmission-related LSE expenses (NITS, Schedule IA, Point-to-Point Credits, Schedule 12, ECRC, SCRC)

which are directly assigned to Operating Company for AEP FR Customers.

Issued By: Richard E. Munczinski

Senior Vice President, Regulatory Services

Effective: fIrst day of the month after

the Commission issues a

fmal, non- appealable order

accepting the Agreement

for filing

Issued On: August 4, 2010
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ATTACHMENT H-14 

 

Annual Transmission Rates – AEP East Operating Companies 

For Network Integration Transmission Service 

 

1. The annual transmission revenue requirement and the gross rate for Network Integration 

Transmission Service for the transmission facilities of American Electric Power (“AEP”) 

under the functional control of PJM will be posted on the PJM website.  The rate 

determined pursuant to Attachment H-14B shall be implemented pursuant to the Formula 

Rate Implementation Protocols set forth in Attachment H-14A.  Service utilizing other 

facilities will be provided at rates determined on a case-by-case basis. 
 

 

2. Determination of monthly charges for AEP Zone: On a monthly basis, revenue credits 

shall be calculated based on the sum of AEP’s share of revenues collected during the 

month from:  (i) the PJM Border Rate under Schedule 7; (ii) Network Integration 

Transmission Service to Non-Zone Network Load under Attachment H-A; and (iii) Firm 

Point-To-Point Transmission Service where the Point of Delivery is internal to the AEP 

Zone. The sum of these revenue credits and potential charges will appear as an adjustment 

(reduction) to the gross monthly rate stated above on a Transmission Customer’s bill in 

that month for service under this schedule. 
 

3. In addition to other rates set forth in this schedule, customers within the AEP East Zone 

shall be charged for recovery of RTO start-up costs at the following rates, each computed 

to four decimal places: 

  

 Annual Rate - $/kW/year = $2,362,185, plus any applicable true-up adjustment, 

divided by the 1 CP demand for the AEP East Zone for the prior calendar year; 

 Monthly Rate - $/kW/month. = Annual Rate divided by 12; 

 Weekly Rate - $/kW/week = Annual Rate divided by 52; 

 Daily Rate - $/kW/day = Weekly Rate divided by 5. 

 For the period November 1, 2005 through March 31, 2006, the rate shall be 

$8.94/MW-month; for the period April 1 through December 31, 2006, the rate 

shall be $8.60/MW-month, thereafter, the rate will be subject to the following 

true-up:  

 

In order to ensure that the charge does not result in either over-recovery or under-

recovery of AEP’s start-up costs, PJM will institute an annual true-up mechanism 

and implement revised charges as of January 1st of each of the years 2007-2019.  

In January of each of those years, PJM will compare the amount collected under 

this charge for the previous year or part thereof with the target annual amount of 

$2,362,185 and calculate the rates that would be needed, given the expected 

billing demands to collect $2,362,185, adjusted for any prior year over-collection 

or under-collection.    In the final year that the rate is collected, PJM will calculate 

the rate to collect five-twelfths of the annual amount ($984,244), plus or minus 
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any prior year true up amount, by May 31 of that year, and shall charge such rate 

until that amount is collected, whether that date be before or after May 31, 2020. 

 

4.    Within the AEP Zone, a Network Customer’s peak load shall be adjusted to include 

transmission losses equal to 3.3% of energy received for transmission (3.413% at 

delivery) as well as any applicable distribution losses as reflected in applicable state 

tariffs and/or service agreements that contain specific distribution loss factors for said 

Network Customer. Notwithstanding section 15.7 of the Tariff the transmission loss 

factor of 3.3% also shall apply to point-to-point transmission service with a point of 

delivery in the AEP Zone. 

 

5.   The rate in section 1 of this Attachment shall be effective until amended by the 

Transmission Owner(s) within the zone or modified by the Commission. 

 

6.   In addition to the rate set forth in section (1) above, the Network Customer purchasing 

Network Integration transmission Service shall pay for transmission congestion charges, 

and any other applicable charges, in accordance with the provisions of this Tariff, and 

any amounts necessary to reimburse the Transmission Owners for any amounts payable 

to them as sales, excise, “btu,” carbon, value-added, or similar taxes (other than taxes 

based upon or measured by net income) with respect to the amounts payable pursuant to 

the Tariff. 

 

7. Post Settlement of PJM Inadvertent Energy Allocation: 
PJM arranges for the settlement of inadvertent energy charges and payments and recovers 

its costs from LSEs throughout the PJM region.  The inadvertent energy charge or credit 

assigned by PJM to the AEP Zone each hour will be allocated to each LSE in the AEP 

Zone in proportion to the LSE’s share of the AEP Zone load in such hour. 

  

8. Methodology for Allocation of PJM Assessments Related to Differences Between the 

AEP Zone Average Hourly LMPs and the AEP Zone Residual Load Average Hourly 

LMPs: PJM includes on AEP’s monthly Transmission Owner statement a credit or charge 

for Implicit Transmission Congestion in respect of the hourly variance of the average LMP 

for loads not utilizing specific bus aggregate LMPs (Residual Load), and the LMP averaged 

over all load in the AEP Zone.  This credit or charge represents an over or under collection of 

load LMPs from LSEs within the AEP Zone that have not elected to use a specific nodal 

aggregate LMP.  Until PJM develops the accounting procedures necessary to avoid creation 

of an over or under collection of LMP charges from LSEs that do not utilize specific bus 

aggregate LMPs, AEP will allocate such credits or charges to LSEs in the AEP Zone that 

have not elected to use a specific bus aggregate LMP, in proportion to their hourly load and 

the difference each hour between the AEP Zone average LMP and the AEP Zone residual 

average LMP (the AEP Zone average LMP excluding the load and costs for customers 

electing specific nodal LMPs). 
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ATTACHMENT H-14A 

THE AEP EAST OPERATING COMPANIES 

FORMULA RATE IMPLEMENTATION PROTOCOLS 

The formula rate template (“Template”), and these formula rate implementation 

protocols (“Protocols”) together comprise the filed rate (“Formula Rate”) of  Appalachian 

Power Company, Indiana Michigan Power Company, Kentucky Power Company, Kingsport 

Power Company, Ohio Power Company, and Wheeling Power Company (collectively “AEP 

East Companies” or “AEP”) for transmission revenue requirement determinations under the 

PJM Interconnection, LLC (“PJM”) Open Access Transmission Tariff (“PJM Tariff”).  AEP 

shall follow the instructions specified in the Formula Rate to calculate annually its net annual 

transmission revenue requirement, as set forth at Attachment H-14B, page 1, line 4 of the 

Template (“Net Revenue Requirement”).  The Net Revenue Requirement shall be determined 

for January 1 to December 31 of a given calendar year (the “Rate Year”). The Formula Rate 

shall become effective for recovery of AEP’s Net Revenue Requirement upon the effective date 

for incorporation into the PJM Tariff through a filing with the Federal Energy Regulatory 

Commission (“FERC” or “Commission”) under Section 205 of the Federal Power Act (“FPA”), 

16 U.S.C. § 824d.         

Section 1. Annual Projection 

a. No later than October 31 preceding a Rate Year, and each subsequent Rate Year, AEP 

shall determine its projected Net Revenue Requirement for the upcoming Rate Year in 

accordance with the Formula Rate (“Annual Projection”). The Annual Projection shall 

include the True-Up Adjustment described and defined in Section 2 below, if applicable.  

AEP shall cause an electronic version of the Annual Projection to be posted in both a 

Portable Document Format (“PDF”) and fully-functioning Excel file at a publicly 
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accessible location on PJM’s internet website and OASIS.  The date on which the posting 

occurs shall be that year’s “Annual Projection Publication Date.” 

b. The posting of the Annual Projection shall: 

(i) Provide the Formula Rate calculations and all inputs thereto, as well as supporting 

documentation and workpapers for data that are used in the projected Net 

Revenue Requirement; 

(ii) Include all inputs in sufficient detail to identify the components of AEP’s 

projected Net Revenue Requirement, explanations of the bases for the projections 

and input data, and sufficient detail and explanation to enable Interested Parties
1
 

to replicate the calculation of the projected Net Revenue Requirement;   

(iii) With respect to any Accounting Changes (as that term is defined in Section 3.e.iii)  

A. Identify any Accounting Changes including:  

i. The initial implementation of an accounting standard or policy; 

ii. The initial implementation of accounting practices for unusual or 

unconventional items where FERC has not provided specific 

accounting direction;  

iii. Correction of errors and prior period adjustments that impact the 

projected Net Revenue Requirement calculation;  

iv. The implementation of new estimation methods or policies that 

change prior estimates; and  

                                                 
1 As used in these Protocols, “Interested Parties” shall include but not be limited to: (i) any 

Eligible Customer under the PJM Tariff; (ii) any regulatory agency with rate jurisdiction 

over a public utility located within the PJM footprint; (iii) any consumer advocate 

authorized by state law to review and contest the rates for any such public utility; and (iv) 

any party with standing under FPA section 205 or section 206.  

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 78 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE 
REQUESTS; R --> OATT Attachment H-14A - AEP East 

Effective Date: 1/1/2017 - Docket #: ER17-405-001 - Page 3 

v. Changes to income tax elections;  

B. Identify items included in the projected Net Revenue Requirement at an 

amount other than on a historic cost basis (e.g., fair value adjustments);  

C. Identify any reorganization or merger transaction during the previous year 

and explain the effect of the accounting for such transaction(s) on inputs to 

the projected Net Revenue Requirement; and  

D. Provide, for each item identified pursuant to Section 1.b.iii.A - C of these 

Protocols, a narrative explanation of the individual impact of such changes 

on the projected Net Revenue Requirement.  

(iv) Include the following information related to affiliate cost allocation: 

A. A detailed description of the methodologies used to allocate and directly 

assign costs between AEP and its affiliates by service category or 

function, including any changes to such cost allocation methodologies 

from the prior year, and the reasons for those changes; and 

B. The magnitude of such costs that have been allocated or directly assigned 

between AEP and each affiliate by service category or function. 

 c.  If the date for making the posting of the Annual Projection should fall on a weekend or a 

holiday recognized by FERC, then the posting shall be made no later than the next 

business day.
2
  Within five (5) calendar days of the posting, PJM shall provide notice of 

such posting via the PJM Members Committee email subscription (“PJM Exploder List”).  

Interested Parties can subscribe to the PJM Exploder List on the PJM website.   

                                                 
2 For the purposes of these Protocols, if any deadline included in these Protocols should fall on a 

weekend or a holiday recognized by FERC, then the deadline shall be extended to no 

later than the next business day. 
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d. Together with the posting of the Annual Projection, AEP shall cause to be posted on the 

PJM internet website and OASIS, and distributed to the PJM Exploder List, the time, 

date, location, and remote-access information for a stakeholder meeting with Interested 

Parties in order for AEP to explain its Annual Projection and to provide Interested 

Parties an opportunity to seek information and clarifications regarding the Annual 

Projection (“Annual Projection Meeting”). The Annual Projection Meeting shall be held 

no less than twenty (20) business days and no more than thirty (30) business days after 

the posting of the Annual Projection. Notice of the Annual Projection Meeting shall be 

provided via the PJM Exploder List no less than seven (7) calendar days prior to the 

meeting.  AEP will provide remote access to the Annual Projection Meeting in order to 

ease burdens (e.g. travel costs) to ensure all Interested Parties have the opportunity to 

participate.  

e. To the extent AEP agrees to make changes in the Annual Projection for a given Rate 

Year, such revised Annual Projection shall be promptly posted at a publicly accessible 

location on PJM’s internet website and OASIS, and e-mailed to the PJM Exploder List.  

Changes posted prior to November 30 preceding the Rate Year, or the next business day 

if November 30 is not a business day (or such later date as can be accommodated under 

PJM’s billing practices), shall be reflected in the Annual Projection for the Rate Year; 

changes posted after that date will be reflected, as appropriate, in the True-Up 

Adjustment for the Rate Year.   

f. The Annual Projection, including the True-Up Adjustment, for each Rate Year shall be 

subject to review, challenge, true-up, and refunds or surcharges with interest, to the 

extent and in the manner provided in these Protocols. 
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Section 2.  True-Up Adjustment 

AEP will calculate the amount of under- or over-collection of its actual Net Revenue 

Requirement during the preceding Rate Year (“True-Up Adjustment”) after the FERC Form No. 

1 data for that Rate Year has been filed with the Commission.  The True-Up Adjustment shall be 

the sum of the True-Up Adjustment Over/Under Recovery as determined in Section 2(a) and the 

Interest on the True-Up Adjustment Over/Under Recovery as determined in Section 2(b): 

a.  AEP’s projected Net Revenue Requirement collected during the previous Rate Year
3
 will 

be compared to AEP’s actual Net Revenue Requirement for the previous Rate Year 

calculated in accordance with  AEP’s Formula Rate and based upon (i) AEP’s FERC 

Form No. 1 for that same Rate Year, (ii) any FERC orders specifically applicable to 

AEP’s calculation of its annual revenue requirement, (iii) the books and records of AEP 

(which shall be maintained consistent with the FERC Uniform System of Accounts 

(“USofA”)), (iv) FERC accounting policies and practices applicable to the calculation of 

annual revenue requirements under formula rates, and (v) any aspects of the PJM Tariff 

Governing Documents that apply to the calculation of annual revenue requirements under 

                                                 
3  If the initial use of this Formula Rate covers only part of a calendar year, the initial 

projected annual Net Revenue Requirement will be divided by 12 to calculate the 

monthly projected cost of service to be collected each month  it is effective that first year.  

Similarly, the actual Net Revenue Requirement will be divided by 12 to calculate the 

actual monthly cost of service to be collected during those same months of that year.  

Similar calculations of projected Net Revenue Requirement and actual Net Revenue 

Requirement will be made for the months prior to the effective date of this Formula Rate 

using the previous formula rate in effect during those months. The actual Net Revenue 

Requirements computed under each of the two formula rate periods that initial Rate Year 

will be added together to obtain the total actual Net Revenue Requirement. The first 

True-up Adjustment will compare this total actual Net Revenue Requirement to the Net 

Revenue Requirement collected under the two formulas for that initial Rate Year. 
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individual transmission owner formula rates,
4
 to determine any over- or under-recovery 

(“True-Up Adjustment Over/Under Recovery”).   

b. Interest on any True-Up Adjustment Over/Under Recovery shall be calculated for the 

thirty-six (36) months during which the over or under recovery in the revenue 

requirement remains outstanding (i.e., from January 1 of the Rate Year being trued-up  

through December 31 of the year in which the True-Up Adjustment Over/Under recovery 

is credited or collected).   The interest rate to be applied to the True-Up Adjustment 

Over/Under Recovery amounts will be determined using the average monthly FERC 

Interest Rate (as determined pursuant to 18 C.F.R. § 35.19a) for the twenty (20) months 

from the beginning of the Rate Year being trued-up through August 31 of the following 

year.  

Section 3.  Annual Update 

a. On or before May 25 following each Rate Year, AEP shall calculate its actual Net 

Revenue Requirement and the True-Up Adjustment as described in Section 2 (“Annual 

Update”) for such Rate Year and, together with such other information described in this 

Section 3, shall cause such Annual Update to be posted, in both a PDF and fully-

functioning Excel format, at a publicly accessible location on PJM’s internet website 

and OASIS.  Within five (5) calendar days of such posting, PJM shall provide notice of 

such posting via the PJM Exploder List.    

b. If the date for making the Annual Update posting should fall on a weekend or a holiday 

recognized by the FERC, then the posting shall be due on the next business day. 

                                                 
4 PJM Tariff Governing Documents include the PJM Tariff, Bylaws, Criteria, and Membership 

Agreements. 
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c. The date on which the posting occurs shall be that year’s “Annual Update Publication 

Date.” 

d. Together with the posting of the Annual Update, AEP shall cause to be posted on the 

PJM website and OASIS the time, date, location, and remote-access information for a 

stakeholder meeting with Interested Parties in order for AEP to explain its Annual 

Update and to provide Interested Parties an opportunity to seek information and 

clarifications regarding the Annual Update (“Annual Update Meeting”). Notice of the 

Annual Update Meeting shall be provided via the PJM Exploder List no less than seven 

(7) calendar days prior to the meeting.  The Annual Update Meeting shall be held no 

less than twenty (20) business days and no more than thirty (30) business days after the 

Annual Update Publication Date.  AEP will provide remote access to the Annual Update 

Meeting in order to ease burdens (e.g. travel costs) to ensure all Interested Parties have 

the opportunity to participate.   

e. The Annual Update posting for the Rate Year: 

(i)  Shall provide, via the Formula Rate worksheets, sufficiently detailed supporting 

documentation for data (and all adjustments thereto or allocations thereof) used in 

the Formula Rate that are not stated in the FERC Form No. 1;
5
 

                                                 
5 It is the intent of the Formula Rate, including the supporting explanations and allocations 

described therein, that each input to the Formula Rate for purposes of determining the 

actual Net Revenue Requirement for a given Rate Year will be either taken directly from 

the FERC Form No. 1 or reconcilable to the FERC Form No. 1 by the application of 

clearly identified and supported information.  If the referenced form is superseded, the 

successor form(s) shall be utilized and supplemented as necessary to provide equivalent 

information as that provided in the superseded form.  If the referenced form is 

discontinued, equivalent information as that provided in the discontinued form shall be 

utilized. 
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(ii) Shall provide sufficient detail and sufficient explanation to enable Interested 

Parties to replicate the calculation of the Annual Update results from the FERC 

Form No. 1 and verify that each input to the Template is consistent with the 

requirements of the Formula Rate; 

(iii) Shall identify:  

A. Any change in accounting that affects inputs to the Template or the 

resulting charges billed under the Formula Rate (“Accounting Change”), 

including: 

i. The initial implementation of an accounting standard or policy;  

ii. The initial implementation of accounting practices for unusual or 

unconventional items where FERC has not provided specific 

accounting direction; 

iii.  Correction of errors and prior period adjustments that impact the 

True-Up Adjustment calculation; 

iv. The implementation of new estimation methods or policies that 

change prior estimates; and 

v. Changes to income tax elections; 

B. Any items included in the Annual Update at an amount other than on a 

historic cost basis (e.g., fair value adjustments); 

C. Any reorganization or merger transaction during the previous year and an 

explanation of the effect of the accounting for such transaction(s) on 

inputs to the Annual Update; 
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D. For each item identified pursuant to Sections 3.e.iii.A – C of these 

Protocols, the individual impact (in narrative format) of such changes on 

the Annual Update.  

 (iv) Shall be subject to review and challenge in accordance with the procedures set 

forth in Sections 4, 5, and 6 of these Protocols.  

(v) Shall be subject to review and challenge in accordance with the procedures set 

forth in these Protocols with respect to the prudence of any costs and 

expenditures included for recovery in the Annual Update; provided, however, 

that nothing in these Protocols is intended to modify the Commission’s 

applicable precedent with respect to the burden of going forward or burden of 

proof under formula rates in such prudence challenges; and 

(vi) Shall not seek to modify the Formula Rate and shall not be subject to challenge 

by any Interested Party seeking to modify the Formula Rate (i.e., any 

modifications to the Formula Rate will require, as applicable, an FPA section 

205 or section 206 filing or initiation of a section 206 investigation). 

f. The following Formula Rate inputs shall be stated values to be used in the Formula Rate 

until changed pursuant to an FPA section 205 or section 206 proceeding: (i) rate of 

return on common equity (“ROE”); (ii) the depreciation and/or amortization rates as set 

forth in Attachment 10 to the Formula Rate template, and (iii) Post-Employment  

benefits  other  than  Pension (“PBOP”)  charges pursuant to Statement of Financial 

Accounting Standards No. 106, Employers’ Accounting for Postretirement Benefits 

Other Than Pensions.  
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g. Example – Timelines for 2018 Annual Projection and 2019 Annual Update: 

 On or before October 31, 2017, AEP will determine the projected Net Revenue 

Requirement for the 2018 Rate Year.  AEP will post the Annual Projection for the 2018 

Rate Year in accordance with Section 1 above.  On or before May 25, 2019, AEP will 

post its Annual Update, consisting of the actual Net Revenue Requirement and True-Up 

Adjustment for the 2018 Rate Year determined pursuant to Section 2 above.  Such True-

Up Adjustment will be reflected in the Annual Projection of the Net Revenue 

Requirement for the 2020 Rate Year posted on or before October 31, 2019.   

Section 4.  Annual Review Procedures 

Each Annual Update and Annual Projection shall be subject to the following review 

procedures (“Annual Review Procedures”): 

 a. Interested Parties shall have up to the later of two-hundred-ten (210) calendar days after 

the applicable Publication Date, or thirty (30) calendar days after the receipt of all 

responses to timely submitted information requests (unless such period is extended with 

the written consent of AEP or by FERC order) (“Review Period”), to review the 

calculations and to notify AEP in writing of any specific challenges to the Annual 

Update or Annual Projection (“Preliminary Challenge”), including challenges related to 

Accounting Changes.  An Interested Party submitting a Preliminary Challenge must 

specify the inputs, supporting explanations, allocations, calculations, or other 

information to which it objects, and provide an appropriate explanation and documents 

to support its challenge.  AEP shall cause to be posted all Preliminary Challenges at a 
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publicly accessible location on PJM’s internet website and OASIS, and a link to the 

website will be e-mailed to the PJM Exploder List. 

b.  In the event of a Preliminary Challenge, AEP will appoint a senior representative to 

work with the Interested Party (or its representatives) toward a resolution of the dispute.   

c. AEP shall respond in writing to a Preliminary Challenge within twenty (20) business 

days of receipt, and its response shall notify the challenging party of the extent to which 

AEP agrees or disagrees with the challenge.  If AEP disagrees with the Preliminary 

Challenge, it will provide the Interested Party with an explanation supporting the 

challenged inputs, explanations, allocations, calculations, or other information.  AEP 

shall promptly cause to be posted its responses to all Preliminary Challenges at a 

publicly accessible location on PJM’s internet website and OASIS, and a link to the 

website will be e-mailed to the PJM Exploder List. Notwithstanding the foregoing, 

Preliminary Challenges and responses to Preliminary Challenges that include material 

deemed by AEP to be confidential information will not be publicly posted but will be 

made available to requesting parties pursuant to a confidentiality agreement to be 

executed by AEP and the requesting party.   

d. AEP shall respond to all Preliminary Challenges submitted during the Review Period by 

no later than thirty (30) calendar days after the end of the Review Period.  

e. Interested Parties shall have up to one-hundred-fifty (150) calendar days after each 

annual Publication Date (unless such period is extended with the written consent of AEP 

or by FERC order) to serve reasonable information requests on AEP (“Discovery 

Period”).   

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 87 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE 
REQUESTS; R --> OATT Attachment H-14A - AEP East 

Effective Date: 1/1/2017 - Docket #: ER17-405-001 - Page 12 

f.  Information requests shall be limited to what is necessary to determine: (i) the extent, 

effect, or impact of an Accounting Change; (ii) whether the  Annual Update or Annual 

Projection fails to include data properly recorded in accordance with the Protocols; (iii) 

the proper application of the Template and procedures in the Protocols; (iv) the accuracy 

of data and consistency with the Formula Rate of the charges shown in the Annual 

Update or Annual Projection; (v) the prudence of the actual costs and expenditures, 

including procurement methods and cost control methodologies; (vi) the effect of any 

change to the underlying USofA or FERC Form No. 1; and (vii) any other information 

that may reasonably have substantive effect on the calculation of the charge pursuant to 

the Formula Rate. The information requests shall not otherwise be directed to 

ascertaining whether the Formula Rate is just and reasonable. Information requests shall 

not solicit information concerning costs or allocations where the costs or allocation 

methods have been determined to be appropriate by FERC in the context of prior AEP 

Annual Updates, except that such information requests shall be permitted if they (i) seek 

to determine if there has been a change in circumstances, (ii) are in connection with 

corrections pursuant to Section 6 of these Protocols, or (iii) relate to costs or allocations 

that have not previously been challenged and adjudicated by FERC.   

g. AEP shall make a good faith effort to respond to reasonable information requests 

pertaining to the Annual Update or Annual Projection within fifteen (15) business days of 

receipt of such requests.  AEP shall respond to all reasonable information requests no 

later than thirty (30) calendar days after the end of the Discovery Period. AEP will cause 

to be posted on the PJM website and OASIS all information requests from Interested 

Parties and AEP’s response(s) to such requests, and a link to the website will be e-mailed 
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to the PJM Exploder List.  Notwithstanding the foregoing, information and document 

requests and responses to information and document requests that include material 

deemed by AEP to be confidential information will not be publicly posted but will be 

made available to requesting parties pursuant to a confidentiality agreement to be 

executed by AEP and the requesting party. Voluminous materials will be made available 

at a physical AEP site. 

h.  AEP shall not claim that responses to information and document requests provided 

pursuant to these Protocols are subject to any settlement privilege in any subsequent 

FERC proceeding addressing AEP’s Annual Update or Annual Projection. 

i. To the extent AEP and any Interested Party(ies) are unable to resolve disputes related to 

information requests submitted in accordance with these Annual Review Procedures, 

AEP or the Interested Party may petition the FERC to appoint an Administrative Law 

Judge as a discovery master to resolve the discovery dispute(s) in accordance with these 

Protocols and consistent with the FERC’s discovery rules. 

j. Preliminary Challenges or Formal Challenges (as described in Sections 4 and 5) related 

to Accounting Changes shall be treated in the same manner under these Protocols as 

other challenges to the Annual Update or Annual Projection.  Failure to make a 

Preliminary Challenge with respect to an Accounting Change in an Annual Update or 

Annual Projection shall not act as a bar with respect to a Formal Challenge with respect 

to that Annual Update or Annual Projection provided that the Interested Party submitted 

a Preliminary Challenge with respect to one or more other issues. Nor shall such failure 

bar a subsequent Preliminary Challenge related to a subsequent Annual Update or 
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Annual Projection to the extent such Accounting Change affects the subsequent Annual 

Update or Annual Projection. 

k. If a change made by AEP to its accounting policies, practices, or procedures, or the 

application of the Formula Rate, is found by the FERC to be unjust, unreasonable, or 

unduly discriminatory or preferential, then the calculation of the charges to be assessed 

during the Rate Year then under review, and the charges to be assessed during any 

subsequent Rate Years, including any True-up Adjustments, shall not include such 

change, but shall include any remedy that may be prescribed by FERC in the exercise of 

its discretion as of the effective date of such remedy, to ensure that the Formula Rate 

continues to operate in a manner that is just, reasonable, and not unduly discriminatory 

or preferential.  
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 Section 5. Resolution of Challenges 

 a. Interested Parties shall have up to two-hundred-seventy (270) days following the 

applicable Publication Date (unless such period is extended with the written consent of 

AEP or by FERC order), to file a challenge with the FERC (“Formal Challenge”). Such 

Formal Challenge shall be submitted in the same docket as the AEP informational filing 

and shall be served on AEP by electronic service on the date of such filing in 

accordance with Section 385.2010(f)(3) of the Commission’s regulations.  Subject to 

any applicable confidentiality and Critical Energy Infrastructure Information 

restrictions, all information and correspondence produced by AEP pursuant to these 

Protocols may be included in any Formal Challenge or other FERC proceeding relating 

to the Formula Rate. 

b. Formal Challenges are to be filed pursuant to these Protocols, rather than under rule 

206, and shall: 

(i) Clearly identify the action or inaction which is alleged to violate the Formula 

Rate Template or Protocols;  

(ii)   Explain how the action or inaction violates the filed rate Template or Protocols; 

(iii)   Set forth the business, commercial, economic or other issues presented by the 

action or inaction as such relate to or affect the party filing the Formal 

Challenge, including 

A.  The extent or effect of an Accounting Change; 

B. Whether the Annual Update or Annual Projection fails to include data 

properly recorded in accordance with these Protocols;  
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C. The proper application of the Template and procedures in these 

Protocols;  

D. The accuracy of the data and consistency with the Formula Rate of the 

charges shown in the Annual Update or Annual Projection; 

E. The prudence of actual costs and expenditures; 

F. The effect of any change to the underlying Uniform System of Accounts 

or the FERC Form No. 1; or  

G. Any other information that may reasonably have substantive effect on the 

calculation of the charge pursuant to the Template.  

(iv) Make a good faith effort to quantify the financial impact or burden (if any) 

created for the party filing the Formal Challenge as a result of the action or 

inaction; 

(v)  State whether the issues presented are pending in an existing Commission 

proceeding or a proceeding in any other forum in which the filing party is a 

party, and if so, provide an explanation why timely resolution cannot be 

achieved in that forum; 

(vi) State the specific relief or remedy requested, including any request for stay or 

extension of time, and the basis for that relief; 

(vii) Include all documents that support the facts in the Formal Challenge in 

possession of, or otherwise attainable by, the filing party, including, but not 

limited to, contracts and affidavits; and 
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(viii) State whether the filing party utilized the Preliminary Challenge procedures 

described in these Protocols to dispute the action or inaction raised by the 

Formal Challenge, and, if not, describe why not. 

c. Preliminary and Formal Challenges shall be limited to issues that may be necessary to 

determine: (i) the extent or effect of an Accounting Change; (ii) whether the Annual 

Update or Annual Projection fails to include  data properly recorded in accordance with 

these Protocols; (iii) the proper application of the Formula Rate and procedures in these 

Protocols; (iv) the accuracy of data and consistency with the Formula Rate of the 

calculations shown in the Annual Update and Annual Projection; (v) the prudence of 

actual costs and expenditures; (vi) the effect of any change to the underlying Uniform 

System of Accounts or FERC Form No. 1; or (vii) any other information that may 

reasonably have substantive effect on the calculation of the charge pursuant to the 

formula. 

d.  Failure to raise an issue in a Preliminary Challenge shall not bar an Interested Party 

from raising that issue in a Formal Challenge, provided the Interested Party submitted a 

Preliminary Challenge during the Review Period with respect to one or more other 

issues. Failure to pursue an issue through a Preliminary Challenge or to lodge a Formal 

Challenge regarding any issue as to a given Annual Update shall bar pursuit of such 

issue with respect to that Annual Update, but shall not bar pursuit of such issue or the 

lodging of a Formal Challenge as to such issue as it relates to a subsequent Annual 

Update. 
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e. Any response by AEP to a Formal Challenge must be submitted to the FERC within 

thirty (30) calendar days of the date of the filing of the Formal Challenge, and shall be 

served on the filing party(ies) and the PJM Exploder List on the date of such filing.  

f. In any Formal Challenge proceeding concerning an Annual Update (including 

corrections), Annual Projection, or Accounting Change(s), AEP shall demonstrate the 

justness and reasonableness of the rate resulting from its application of the Formula Rate 

by demonstrating that it has correctly applied the terms of the Formula Rate consistent 

with these Protocols and that it followed the applicable requirements and procedures in 

applying the Formula Rate. Nothing herein is intended to alter the burdens applied by 

FERC with respect to prudence challenges. 

g. Except as specifically provided herein, nothing herein shall be deemed to limit in any 

way the right of AEP to file unilaterally, pursuant to section 205 of the FPA and the 

regulations thereunder, an application seeking changes to the Formula Rate or to any of 

the stated value inputs requiring a section 205 filing under these Protocols (including, 

but not limited to, ROE and depreciation and amortization rates), or the right of any 

other party or the Commission to seek such changes pursuant to section 206 of the FPA 

and the regulations thereunder.  

h. AEP may, at its discretion and at a time of its choosing, make a limited filing pursuant 

to section 205 to modify stated values in the Formula Rate (i) for amortization and 

depreciation rates, (ii) to correct obvious errors or omissions in the Formula Rate such 

as would result from changes to the FERC Form No. 1, or (iii) PBOP  charges pursuant 

to Statement of Financial Accounting Standards No. 106, Employers’ Accounting 

for Postretirement Benefits Other Than Pensions.  The sole issue in any such limited 
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section 205 proceeding shall be whether such proposed change(s) is just and reasonable, 

and it shall not address other aspects of the Formula Rate or impose upon AEP any 

burden with respect to such other aspects of the Formula Rate.     

Section 6. Changes to Annual Updates  

If AEP determines or concedes that corrections to the Annual Update are required, 

whether under Sections 4 or 5 of these Protocols, including but not limited to those requiring 

corrections to its FERC Form No. 1, or input data used for a Rate Year that would have affected 

the Annual Update for that Rate Year, such corrections shall be reflected as adjustments in the 

Annual Update for the next Rate Year, with interest calculated in accordance with the FERC 

Interest Rate (as determined pursuant to 18 C.F.R. § 35.19a).  This reconciliation mechanism 

shall apply in lieu of mid-Rate Year adjustments.  
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ATTACHMENT H-14B 

BLANK FORMULA TEMPLATE - CLEAN 

                                                                          AEP East Companies For Twelve Months Ended  

Transmission Cost of Service Formula Rate 

Utilizing   Actual/Projected FERC Form 1 Data 

 

COMPANY NAME HERE 

Line     Transmission 

No.      Amount 

1 REVENUE REQUIREMENT (w/o incentives) (ln 130)    $0 

   Total Allocator  

2 REVENUE CREDITS  (Worksheet E ln 8) (Note A) 

                                   

-  DA 1.00000  $         -  

3 Facility Credits under PJM OATT Section 30.9 (Worksheet E ln 9) (Note X)    $         - 

4 REVENUE REQUIREMENT For All Company Facilities (ln 1 less ln 2 plus ln 3)     $         -  

MEMO:  The Carrying Charge Calculations on lines 7 to 12 below are used in calculating project revenue requirements billed through PJM Schedule 

12, Transmission Enhancement Charges.  The total non-incentive revenue requirements for these projects shown on line 5 is included in the total on 

line 4. 

5 

Revenue Requirement for PJM Schedule 12 Facilities (w/o 

incentives)  (Worksheet J/K)  - DA 1.00000  $         -  

6 

NET PLANT CARRYING CHARGE w/o intra-AEP charges or 

credits or ROE incentives (Note B)      

7   Annual Rate ( (ln 1 - ln 95)/((ln 42) x 100) )   0.00% 

8   Monthly Rate (ln 7 / 12)    0.00% 

9 

NET PLANT CARRYING CHARGE ON LINE 7 , w/o 

depreciation or ROE incentives (Note B)      

10   Annual Rate ( (ln 1 - ln 95 - ln 100 ) /((ln 42) x 100) )   0.00% 

11 

NET PLANT CARRYING CHARGE ON LINE 10, w/o Return, 

income taxes or ROE incentives (Note B)      

12   Annual Rate 

( (ln 1 - ln 95 - ln 100 - ln 125 - ln 

126) /((ln 42) x 100) )    0.00% 

13 

ADDITIONAL REVENUE REQUIREMENT for projects w/ 

incentive ROE's (Note B) (Worksheet J/K)     - 

14 REVENUE REQUIREMENT FOR SCHEDULE 1A CHARGES         

15 Total Load Dispatch & Scheduling (Account 561)  Line 75 Below                -  

16 

Less:  Load Dispatch - Scheduling, System Control and Dispatch 

Services (321.88.b)       

17 

Less:  Load Dispatch - Reliability, Planning & Standards 

Development Services (321.92.b)       

18 Total 561 Internally Developed Costs (Line 15 - Line 16 - Line 17)                -  
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AEP East Companies 

Transmission Cost of Service Formula Rate 

Utilizing  Actual/Projected FERC Form 1 Data 

COMPANY NAME HERE 

 (1) (2) (3) (4) (5) 

  Data Sources    Total 

 RATE BASE CALCULATION (See "General Notes") TO Total Allocator Transmission 

Line   NOTE C   

No. GROSS PLANT IN SERVICE      

19   Production (Worksheet A ln 14.(b)) - NA 0.00000 - 

20   Less: Production ARO (Enter Negative)  (Worksheet A ln 14.(c)) - NA 0.00000 - 

21   Transmission (Worksheet A ln 14.(d) & TCOS Ln 134) - DA  - 

22   Less: Transmission ARO (Enter Negative)  (Worksheet A ln 14.(e)) - TP 0.00000 - 

23   Distribution (Worksheet A ln 14.(f)) - NA 0.00000 - 

24   Less: Distribution ARO (Enter Negative)  (Worksheet A ln 14.(g)) - NA 0.00000 - 

25   General Plant    (Worksheet A ln 14.(h)) - W/S 0.00000 - 

26   Less: General Plant ARO (Enter Negative)  (Worksheet A ln 14.(i)) - W/S 0.00000 - 

27   Intangible Plant (Worksheet A ln 14.(j)) - W/S 0.00000 - 

28 TOTAL GROSS PLANT (sum lns 19 to 27) - GP= 0.000000 - 

    GTD= -     

29 ACCUMULATED DEPRECIATION AND AMORTIZATION     

30   Production (Worksheet A ln 28.(b)) - NA 0.00000 - 

31   Less: Production ARO (Enter Negative)  (Worksheet A ln 28.(c)) - NA 0.00000 - 

32   Transmission (Worksheet A ln 28.(d) & ln 43.(c)) - TP1= 0.00000 - 

33   Less: Transmission ARO (Enter Negative)  (Worksheet A ln 28.(e)) - TP1= 0.00000 - 

34   Distribution (Worksheet A ln 28.(f)) - NA 0.00000 - 

35   Less: Distribution ARO (Enter Negative)  (Worksheet A ln 28.(g)) - NA 0.00000 - 

36   General Plant    (Worksheet A ln 28.(h)) - W/S 0.00000 - 

37   Less: General Plant ARO (Enter Negative)  (Worksheet A ln 28.(i)) - W/S 0.00000 - 

38   Intangible Plant (Worksheet A ln 28.(j)) - W/S 0.00000 - 

39 TOTAL ACCUMULATED DEPRECIATION (sum lns 30 to 38) -   - 

       

40 NET PLANT IN SERVICE      

41   Production  (ln 19 + ln 20 - ln 30 - ln 31) -   - 

42   Transmission  (ln 21 + ln 22 - ln 32 - ln 33) -   - 

43   Distribution  (ln 23 + ln 24 - ln 34 - ln 35) -   - 

44   General Plant     (ln 25 + ln 26 - ln 36 - ln 37) -   - 

45   Intangible Plant  (ln 27 - ln 38) -   - 

46 TOTAL NET PLANT IN SERVICE (sum lns 41 to 45) - NP= 0.000000 - 

       

47 DEFERRED TAX ADJUSTMENTS TO RATE BASE (Note D)     

48   Account No. 281.1 (enter negative) (Worksheet B, ln 2 & ln 5.E) - NA  - 

49   Account No. 282.1 (enter negative) (Worksheet B, ln 7 & ln 10.E) - DA  - 

50   Account No. 283.1 (enter negative) (Worksheet B, ln 12 & ln 15.E) - DA  - 

51   Account No. 190.1 (Worksheet B, ln 17 & ln 20.E) - DA  - 

52   Account No. 255 (enter negative) (Worksheet B, ln 24 & ln 25.E) - DA  - 

53 TOTAL ADJUSTMENTS (sum lns 48 to 52) -   - 

       

54 PLANT HELD FOR FUTURE USE (Worksheet A ln ln 44.(e) & ln 45.(e)) - DA  -  

       

55 REGULATORY ASSETS (Worksheet A ln 51.(e)) -  DA  -  

       

56 
UNFUNDED RESERVES (ENTER 

NEGATIVE) (NOTE Y) (Worksheet A ln 54.(e))  W/S  - 

       

57 WORKING CAPITAL (Note E)     

58 Cash Working Capital (1/8 * ln 78) -   -  

59  Transmission Materials & Supplies (Worksheet C, ln 2.(F)) - TP 0.00000 - 

60   A&G Materials & Supplies  (Worksheet C, ln 3.(F)) - W/S 0.00000 - 

61   Stores Expense  (Worksheet C, ln 4.(F)) - GP 0.00000 - 

62   Prepayments (Account 165) - Labor Allocated (Worksheet C, ln 8.G) - W/S 0.00000 - 

63   Prepayments (Account 165) - Gross Plant (Worksheet C, ln 8.F) - GP 0.00000 - 

64   Prepayments (Account 165) - Transmission Only (Worksheet C, ln 8.E) - DA 1.00000 - 

65   Prepayments (Account 165) - Unallocable (Worksheet C, ln 8.D) - NA 0.00000 - 

66 TOTAL WORKING CAPITAL (sum lns 58 to 65) -   - 

       

67 IPP CONTRIBUTIONS FOR CONSTRUCTION   (Note F) (Worksheet D, ln 8.B) -   DA  1.00000 -  

       

68 RATE BASE  (sum lns 46, 53, 54, 55, 56, 66, 67)  -    -  
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  AEP East Companies      

  

Transmission Cost of Service Formula 

Rate     

Utilizing  Actual/Projected FERC Form 1 Data 

  COMPANY NAME HERE     

 (1) (2) (3) (4) (5) 

 EXPENSE, TAXES, RETURN & REVENUE Data Sources    Total 

 
REQUIREMENTS  

CALCULATION (See "General Notes") TO Total Allocator Transmission 

Line       

No. OPERATION & MAINTENANCE EXPENSE     

69   Production 321.80.b      

70   Distribution 322.156.b      

71 

  Customer Related 

Expense 322 & 323.164,171,178.b      

72   Regional Marketing Expenses 322.131.b      

73   Transmission  321.112.b      

74 

TOTAL O&M 

EXPENSES (sum lns 69  to 73) -     

75 

     Less: Total Account 

561 (Note G) (Worksheet F, ln 14.C) -     

76      Less: Account 565 (Note H) 321.96.b      

77 

    Less: Regulatory Deferrals & 

Amortizations (Note I) (Worksheet F, ln 4.C) -     

78 

Total O&M Allocable to 

Transmission (lns 73 - 75 - 76 - 77) -  TP 0.00000 -  

       

79 

  Administrative and 

General 323.197.b (Notes J and M)      

80   Less:    Acct. 924, Property Insurance 323.185.b      

81 

  Acct. 9260039 PBOP 

Expense PBOP Worksheet O Line 9 & 10, (Note K)      

82 Acct. 9260057 PBOP Medicare Subsidy PBOP Worksheet O  Line 11, (Note K)      

83 

PBOP Expense Billed From 

AEPSC PBOP Worksheet O Line 13, (Note K)      

84                Acct. 928, Reg. Com. Exp. 323.189.b      

85                Acct. 930.1, Gen. Advert. Exp. 323.191.b      

86                Acct. 930.2, Misc. Gen. Exp. 323.192.b      

87      Balance of A & G (ln 79 - sum ln 80  to ln 86) - W/S 0.00000 - 

88 Plus: Acct. 924, Property Insurance (ln 80) - GP  0.00000 - 

89 Acct. 928 - Transmission Specific Worksheet F ln 20.(E) (Note L) - TP 0.00000 - 

90 Acct 930.1 - Only safety related ads -Direct Worksheet F ln 37.(E) (Note L) - TP 0.00000 - 

91            Acct 930.2 - Misc Gen. Exp. - Trans Worksheet F ln 43.(E) (Note L) - DA 1.00000 - 

92 Settlement Approved PBOP Recovery PBOP Worksheet O, Col. C (Note M)   W/S 0.00000 - 

93      A & G Subtotal (sum lns 87  to 92) -   - 

       

94 

 O & M EXPENSE 

SUBTOTAL (ln 78 + ln 93) -   - 

95 Plus: Transmission Lease Payments To Affiliates in Acct 565 (Company Records) (Note H)   DA 1.00000 - 

96 

TOTAL O & M 

EXPENSE (ln 94 + ln 95) -    - 

      

97 DEPRECIATION AND AMORTIZATION EXPENSE     

98   Production 336.2-6.f   NA 0.00000 -  

99   Distribution 336.8.f   NA 0.00000 - 

100   Transmission  336.7.f   TP1 0.00000 - 

101   General  336.10.f   W/S 0.00000 - 

102   Intangible 336.1.f   W/S 0.00000 - 

103 

TOTAL DEPRECIATION AND 

AMORTIZATI0N 

(Ln 98+99+ 

100+101+102) -    - 

       

104 

TAXES OTHER THAN 

INCOME (Note N)     

105   Labor Related      

106           Payroll Worksheet H ln 24.(D) -  W/S 0.00000 -  

107   Plant Related       

108          Property Worksheet H-1 ln 3.(C) & 3.(G) - DA  0 

109          Gross Receipts/Sales & Use Worksheet H ln 24.(F) - NA 0.00000 - 

110          Other Worksheet H ln 24.(E) - GP 0.00000 - 

111 

TOTAL OTHER 

TAXES (sum lns 106 to 110) -   - 

       

112 INCOME TAXES  (Note O)     

113      T=1 - {[(1 - SIT) * (1 - FIT)] / (1 - SIT * FIT * p)} =  0.00%    

114     EIT=(T/(1-T)) * (1-(WCLTD/WACC)) =  0.00%    

115        where WCLTD=(ln 154) and WACC = (ln 157)      

116        and FIT, SIT & p are as given in Note O.      

117       GRCF=1 / (1 - T)  = (from ln 113)  -     
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118 Amortized Investment Tax Credit (enter negative) (FF1 p.114, ln 19.c)  -    

119 

Excess Deferred Income 

Tax (Note U) - DA  1.00000 - 

120 

Tax Effect of Permanent  

and Flow-Through 

Differences (Note U) - DA  1.00000 - 

       

121 Income Tax Calculation  (ln 114 * ln 126) -   - 

122      ITC adjustment (ln 117 * ln 118) - GP  0.00000 - 

123 

Excess Deferred Income 

Tax (ln 117 * ln 119) -   - 

124 

Tax Effect of Permanent 

and Flow-Through 

Differences (ln 117 * ln 120) -   - 

       

125 

TOTAL INCOME 

TAXES (sum lns 121 to 124) -      - 

       

126 RETURN ON RATE BASE (Rate Base*WACC) (ln 68 * ln 157) -   - 

      

127 INTEREST ON IPP CONTRIBUTION FOR CONST. (Note F) (Worksheet D, ln 2.(B)) - DA  1.00000 - 

      

128 (Gains) / Losses on Sales of Plant Held for Future Use (Worksheet N, ln 4, Cols. ((F) & (H)) -   - 

      

129  Tax Impact on Net Loss / (Gain) on Sales of Plant Held for Future Use (ln 128 * ln 114) -   - 

       

130 

TOTAL REVENUE 

REQUIREMENT   -   - 

     (sum lns 96, 103, 111, 125, 126, 127, 128, 129)      

 

AEP East Companies 

Transmission Cost of Service Formula Rate 

Utilizing  Actual/Projected FERC Form 1 Data 

COMPANY NAME HERE 

SUPPORTING CALCULATIONS 

ln          

No. TRANSMISSION PLANT INCLUDED IN PJM TARIFF       

131 Total transmission plant    (ln 21)       - 

132 

  Less transmission plant excluded from PJM Tariff  (Worksheet A, ln 42, Col. (d)) 

(Note P)     - 

133   Less transmission plant included in OATT Ancillary Services (Worksheet A, ln 42, Col. (b))  (Note Q) - 

134 Transmission plant included in PJM Tariff (ln 131 - ln 132 - ln 133)    - 

        

135 Percent of transmission plant in PJM Tariff (ln 134 / ln 131)    
TP

= 0.00000 

          

136 

WAGES & SALARY 

ALLOCATOR (W/S) (Note R) Direct Payroll 

Payroll 

Billed 

from 

AEP 

Service 

Corp. Total     

137   Production 354.20.b     - NA 

0.0000

0  - 

138   Transmission 354.21.b     - TP 

0.0000

0  - 

139   Regional Market Expenses 354.22.b     - NA 

0.0000

0  - 

140   Distribution 354.23.b     - NA 

0.0000

0  - 

141   Other (Excludes A&G)  354.24,25,26.b     - NA 

0.0000

0  - 

142 Total (sum lns 137 to 141) 0 0 0    - 

          

143 Transmission related amount       W/S= 0.00000 

       

144 WEIGHTED AVERAGE COST OF CAPITAL (WACC)     $ 

145 Long Term Interest (Worksheet M, ln. 37, col. (d))     - 

146 Preferred Dividends  (Worksheet M, ln. 71)     - 

147 Development of Common Stock:        

148 Proprietary Capital  (Worksheet M, ln. 14, col. (b))        

149 Less: Preferred Stock (Worksheet M, ln. 14, col. (c))        

150 Less: Account 216.1  (Worksheet M, ln. 14, col. (d))        

151 Less: Account 219 (Worksheet M, ln. 14, col. (e))        

152 Common Stock (ln 148 - ln 149 - ln 150 - ln 151)     - 

    Capital Structure Limit  Cost    

153    $ Actual  Cap  (Note S)   Weighted 
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Limit 

154  Long Term Debt  (Note T) Worksheet M, ln 28, col. (g), ln 38, col. (d)) - 0.00% 0.00% -  0.0000 

155   Preferred Stock (ln 149)   - 0.00% 0.00% -  0.0000 

156   Common Stock (ln 152)   - 0.00% 0.00%  10.35%  0.0000 

157  Total (Sum lns 154 to 156)   -   WACC= 0.0000 

         

158 

Capital Structure Equity Limit 

(Note Z) 55%       
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AEP East Companies 

Transmission Cost of Service Formula Rate 

Utilizing  Actual/Projected FERC Form 1 Data 

COMPANY NAME HERE 

Letter Notes      

 General Notes:  a)  References to data from Worksheets are indicated as:  Worksheet X, Line#.Column.X 

A Revenue credits include:         

 1) Forfeited Discounts.         

 2) Miscellaneous Service Revenues.         

 3) Rental revenues earned on assets included in the rate base.        

 4) Revenues for associated business projects provided by employees whose labor and overhead costs are in the transmission cost of service. 

 5) Other electric revenues.          

 6) Revenues for grandfathered PTP contracts included in the load divisor.        

 7) If AEP East companies have any directly assigned transmission facilities, the revenue credits in the AEP East formula rate shall include all revenues 

associated with those directly assigned transmission facilities, irrespective of whether the loads of the customer are included in the formula rate divisor; 

provided however, such addition to revenue credits shall not be reflected if the costs of such directly assigned transmission facilities are not included in the 

transmission plant balances on which the formula rate ATRR is based. 

 See Worksheet E for details.         

B The annual and monthly net plant carrying charges on page 1 are used to compute the revenue requirement for RTEP sponsored upgrades or those projects 

receiving approved incentive-ROE's. Interest  will be calculated based on Worksheet Q and any over under recovery will be filed and posted as part of the 

informational filing. 

C Transmission Plant Balances in this study are projected or actual average 13-month balances. 

D The total-company balances shown for Accounts 281, 282, 283, 190 only reflect ADIT that relates to utility operations. The balance of Account 255 is 

reduced by prior flow through and is completely excluded if the utility chose to utilize amortization of tax credits against FIT expense. An exception to this is 

pre-1971 ITC balances, which are required to be taken as an offset to rate base. Account 281 is not allocated.  In compliance with FERC Rulemaking the 

calculation of ADIT in the annual projection will be performed in accordance with IRS regulation Section1.167(I)-I(h)(6)(ii). 

RM02-7-000, Asset Retirement Obligation deferrals have been removed from ratebase. Transmission ADIT allocations are shown on WS B.   

The company will not include the ADIT portion of deferred hedge gains and losses in rate base.Detailed balances for the projected or actual period, 

distinguished between utility and non-utility balances, will be filed and posted as part of the information filing. 

  

E Cash Working Capital assigned to transmission is one-eighth of O&M allocated to transmission, as shown on line 78. It excludes: 

 1)  Load Scheduling & Dispatch Charges in account 561 that are collected in the OATT Ancilliary Services Revenue, as shown on line 75. 

 2)  Costs of Transmission of Electricity by Others, as described in Note H.         

 3)  The impact of state regulatory deferrals and amortizations, as shown on line  77 

 4) All A&G Expenses, as shown on line 93.         

F Consistent with Paragraph 657 of Order 2003-A, the amount on line 67 is equal to the balance of IPP System Upgrade Credits owed to transmission 

customers that made contributions toward the construction of System upgrades, and includes accrued interest and unreturned balance of contributions.  The 

annual interest expense is included on line 127. 

G Removes from the cost of service the Load Scheduling and Dispatch expenses booked to accounts 561.1 through 561.8.  Expenses recorded in these 

accounts, with the exception of 561.4 & 561.8 (lines 16 & 17 above) are recovered in Schedule 1A, OATT ancillary services rates. See Worksheet F, lines 5 

through 14, for descriptions and the Form 1 Source of these accounts' balances. 

H Removes cost of transmission service provided by others to determine the basis of cash working capital on line 78. To the extent such service is incurred to 

provide the PJM service at issue, e.g. lease payments to affiliates, such cost is added back on line 95 to determine the total O&M collected in the formula.  

The amount on line 95 is also excluded in the calculation of the FCR percentage calculated on lines 6 through 12. The addbacks  on line 95 of activity 

recorded in 565 represents inter-company sales or purchases of transmission capacity necessary to meet each AEP company's transmission load relative to 

their available transmission capacity. The company records referenced on line 95 is the COMPANY NAME HERE general ledger. 

 

 

I Removes the impact of state regulatory deferrals or their amortization from Transmission O&M expense.  

J General Plant and Administrative & General expenses, other than in accounts 924, 928, and 930, will be functionalized  based on the Wages & Salaries 

"W/S" allocator. The allocation basis for accounts 924, 928 and 930 are separately presented in the formula. A change in the allocation method for an 

account must be approved via a 205 filing with the FERC. 

K These deductions on lines 81 through 83 are to remove from the cost of service the expenses recorded by the company for Postemployment Benefits Other 

than Pensions (PBOP). See Note M below for the recoverable PBOP expense. 

L Expenses recorded in FERC Accounts 928 (Regulatory Commission Expense), 930.1 (Safety Related Advertising) and 930.2 (Miscellaneouse General 

Expenses) that are not directly related to or properly allocable to transmission service will be removed from the TCOS.  If AEP includes any expenses 

booked to these accounts in future ATRR updates, AEP must provide supporting information demonstrating that the underlying activities are directly 

related to providing transmission service.  Account 930.2 includes the expenses incurred by the transmission function for Associated Business 

Development revenues given as a credit to the TCOS on Worksheet E. 

M See note K above.  Per the settlement in Docket ER08-1329, recoverable PBOP expense is based on an annual total for the operating companies that is 

ratioed to them based on the total of actual annual PBOP costs, including charges from the AEP Service Corporation. The calculation of the recoverable 

amount for each company is shown on Worksheet O. 
 

 

N Includes only FICA, unemployment, highway, property and other assessments charged in the current year.  Gross receipts, sales & use and taxes related to 

income are excluded. 

O The currently effective income tax rate,  where FIT is the Federal income tax rate; SIT is the State income tax rate, and p = the percentage of federal 

income tax deductible for state income taxes.  See Worksheet G for the development of the Company's composite SIT. 

 

A utility that elected to utilize amortization of tax credits against taxable income, rather than book tax credits to Account No. 255 and 

reduce rate base, must reduce its income tax expense by the amount of the Amortized Investment Tax Credit (Form 1, 266.8.f).  

 (ln 118) multiplied by (1/1-T) .  If the applicable tax rates are zero enter 0.         

  Inputs Required: FIT = 0.00%       

  SIT= 0.00%   (State Income Tax Rate or Composite SIT.  Worksheet G))   

  p = 0.00%   (percent of federal income tax deductible for state purposes)   

 

The formula rate shall reflect the applicable state and federal statutory tax rates in effect during the period the calculated estimated unit charges are 

applicable.  If the statutory tax rates change during such period, the effective tax rates used in the formula shall be weighted by the number of days the 

pre-change rate and post-change rate each is in effect. 

P Removes plant excluded from the OATT because it does not meet the PJM's definition of Transmission Facilities or is otherwise 

ineligible to be recovered under the OATT.   

Q Removes transmission plant (e.g. step-up transformers) included in the development of OATT ancillary service rates and not already 

removed for reasons indicated in Note P.   

R Includes functional wages & salaries billed by AEP Service Corporation  for support of the operating company.       

S Long Term Debt cost rate = long-term interest (ln 145) /average long term debt (ln 154).  Preferred Stock cost rate = preferred dividends (ln 146) / 

preferred outstanding (ln 155). Common Stock cost rate (ROE) = 10.35%, per the settlement in FERC Docket No. EL17-13.  It includes an additional 50 

basis points for PJM RTO membership. The amount of eligible hedging gains or losses included in total interest expense is limited to five basis points of 

the capital structure. Details and calculations of the weighted average cost of capital are shown on Worksheet M. Eligible Hedging Gains and Losses are 

computed on Worksheet M. The unamortized balance of eligible hedge gains/losses and related ADIT amounts shall not flow through the formula rate. 

T The Long Term Debt balance for I&M includes the accumulated balance of principle and related interest for Spent Nuclear Fuel Disposal 

Costs collected prior to April 7, 1983. This total balance of _________ at 12/31/___ is not included in the balance in line 154 above. The 

cost rates for long-term debt shall include interest expense and related periodic expenses (such as remarketing and letter of credit fees) as 

recorded in FERC Account 427 or 430, amortization of issuance costs (including insurance) and discounts as recorded in FERC Account 

428, issuance premiums as recorded in FERC Account 429 and losses or gains on reacquired debt as recorded in FERC Accounts 428.1 or  
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429.1, respectively.  The cost rates for preferred stock (if applicable) shall include the dividends. 

U Excess / (Deficit) Deferred Income Taxes will be amortized over the average remaining life of the assets to which it relates, unless the 

Commission requires a different amortization period. The Tax Effect of Permanent Differences captures the differences in the income taxes 

due under the Federal and State tax calculations that are not the result of a timing difference, including but not limited to depreciation 

related to capitalized AFUDC equity and meals and entertainment deductions. The Tax Effect of Flow-Through differences captures current 

tax expense related to timing differences on items for which tax deductions were used to reduce customer rates through the use of flow-

through accounting in a prior period.  Transmission balances for the projected or actual period, will be filed and posted as part of the 

informational filing.  

V Cash investment in prepaid pension and benefits recorded in FERC Account 165 is permitted to be included in the formula.  A labor 

expense allocation factor will be used to allocate total company costs.  All other prepayments recorded in FERC Account 165 are directly 

assigned to the transmission function,  allocated or excludable balances detailed on Worksheet C.  

W The formula rate shall allocate property tax expense based on the as filed net plant cost allocation method detailed on Worksheet H.  

X Under Section 30.9 of the PJM OATT, a network customer that owns existing transmission facilities that are integrated with the 

Transmission Provider’s Transmission System may be eligible to receive consideration either through a billing credit or some other 

mechanism.  Calculation of any credit under this subsection, pursuant to approval by FERC for inclusion in this formula rate for collection 

on behalf of the network customer, shall be addressed in either the Network Customer’s Service Agreement or any other agreement between 

the parties.  

Y The cost of service will make a rate base adjustment to remove unfunded reserves associated with contingent liabilites recorded to Accounts 

228.1-228.4 from rate base.  

Z Per the settlement in EL17-13, equity is limited to 55% of the Company's capital structure.  If the percentage of actual equity exceeds the 

cap, the excess is included as long term debt in the capital structure.    
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AEP East Companies 
    Cost of Service Formula Rate Using Actual/Projected FF1 Balances 
     Worksheet A Rate Base 
    Company Name Here 
    

           
  

Gross Plant In Service 

Lin
e  

No Month Production Production ARO Transmission 
Transmission 

ARO Distribution 
Distribution 

ARO General General ARO Intangible 

  (a) (b) (c) (d) (e) (f) (g) (h) (i) (j) 

  (Note A) 
FF1, page 205 Col.(g) 

& pg. 204 Col. (b), ln 46 

FF1, page 
205&204, 

Col.(g)&(b), lns 
15,24,34,44 

FF1, page 207 
Col.(g) & pg. 206 

Col. (b), ln 58 

Acct. 359.1 
FF1, page 207 

Col.(g) & pg. 206 
Col. (b), ln 57 

FF1, page 207 
Col.(g) & pg. 206 

Col. (b), ln 75 

FF1, page 207 
Col.(g) & pg. 206 

Col. (b), ln 74 

 
FF1, page 207 

Col.(g) & pg. 206 
Col. (b), ln 99 

Acct. 399.1 
FF1, page 207 

Col.(g) & pg. 206 
Col. (b), ln 98 

FF1, page 205 
Col.(g) & pg. 204 

Col. (b), ln 5 

1 December Prior to Rate Year                   

2 January                   

3 February                   

4 March                    

5 April                   

6 May                   

7 June                   

8 July                   

9 August                    

10 September                   

11 October                   

12 November                   

13 December  of Rate Year                   

14 
Average of the 13 Monthly 

Balances 
                                         
-    

                              
-    

                              
-    

                              
-    

                              
-    

                              
-    

                              
-    

                              
-    

                              
-    

           

  
Accumulated Depreciation 

Lin
e  

No Month Production Production ARO Transmission 
Transmission 

ARO Distribution 
Distribution 

ARO General General ARO Intangible 

  (a) (b) (c) (d) (e) (f) (g) (h) (i) (j) 

  (Note A) 
FF1, page 219, lns 20-

24, Col. (b) 

Company 
Records 

(Included in total 
in Column (b)) 

FF1, page 219, ln 
25, Col. (b) 

Company 
Records 

(Included in total 
in Column (d)) 

FF1, page 219, ln 
26, Col. (b) 

Company 
Records 

(Included in total 
in Column (f)) 

FF1, page 219, ln 
28, Col. (b) 

Company 
Records 

(Included in total 
in Column (h)) 

FF1, page 200, ln 
21, Col. (b) 

15 December Prior to Rate Year                   

16 January                   

17 February                   

18 March                    

19 April                   

20 May                   

21 June                   

22 July                   

23 August                    

24 September                   

25 October                   

26 November                   

27 December  of Rate Year                   

28 
Average of the 13 Monthly 

Balances 
                                         
-    

                              
-    

                              
-    

                              
-    

                              
-    

                              
-    

                              
-    

                              
-    

                              
-    

            

 

            

Lin
e  

No Month 
OATT Ancillary Services 
(GSU) Plant In Service 

OATT Ancillary 
Services (GSU) 
Accumulated 
Depreciation 

Excluded Plant  - 
Plant In Service 

Excluded Plant  - 
Accumulated 
Depreciation 

  (a) (b) (c) (d) (e) 

  (Note A) 

Company Records (included in 
total in column (d) of gross 

plant above) 

Company Records 
(included in total in 

column (b) of 
accumulated 
depreciation 

above) Company Records Company Records 
29 December Prior to Rate Year         
30 January         
31 February         
32 March          
33 April         
34 May         
35 June         
36 July         
37 August          
38 September         
39 October         
40 November         
41 December  of Rate Year         
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42 Average of the 13 Monthly Balances                                          -    
                              
-    

                              
-    

                              
-    

      
43 Transmission Accum Depreciation net of GSU 

 

                              
-    

  
      

      
Plant Held For Future Use Source of Data 

Balance @ 
December 31, 

2017 

Balance @ 
December 31, 

2016 

Average Balance 
for 2017 

 
(a) (b) (c) (d) (e) 

44 Plant Held For Future Use FF1, page 214, ln 47, Col. (d)     
                              
-    

      
45 

Transmission Plant Held For Future Use (Included in total on line 
44) Company Records - Note 1     

                              
-    

      Regulatory Assets and Liabilities Approved for Recovery In Ratebase 
    

 

Note: Regulatory Assets & Liabilities can only be included in ratebase pursuant to a 205 filing with the 
FERC. 

   
46         

                              
-    

47         
                              
-    

48         
                              
-    

49         
                              
-    

50         
                              
-    

51 Total Regulatory Deferrals Included in Ratebase 
 

                              
-    

                              
-    

                              
-    

      
Unfunded Reserves Summary (Company Records) 

    
      52 Description Account 

   
53a         

                              
-    

53b         
                              
-    

54 
 

Total 
                              
-    

                              
-    

                              
-    

      NOTE 1: On this worksheet, "Company Records" refers to AEP's property accounting ledger.  
   NOTE 2: The ratebase should not include the unamoritzed balance of hedging gains or losses. 
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AEP East Companies  

Cost of Service Formula Rate Using Actual/Projected FF1 Balances  

 Worksheet B Supporting ADIT and ITC Balances  

COMPANY NAME HERE  

 (A) (B) (C) (D) (E)  

Line   Balance @ 

December 31, Rate 

Year 

Balance @ 

December 31, Rate 

Year-1 

Average Balance for 

Rate Year 

 

Number Description Source 
 

1 Account 281      

2 Year End Utility Deferrals FF1, p. 272 - 273, ln 8, Col. (k)                                  -     

3 Less:  ARO Related Deferrals 

WS B-1 - Actual Stmt. AF Ln. 4 

(Note 1)                                  -    

 

4 Less: Other Excluded Deferrals 

WS B-1 - Actual Stmt. AF Ln. 3 

(Note 1)                                  -    

 

5 Transmission Related Deferrals Ln 2 - ln 3 - ln 4                               -                               -                               -     

6 Account 282      

7 Year End Utility Deferrals FF1, p. 274 - 275, ln 5, Col. (k)                                  -     

8 Less:  ARO Related Deferrals 

WS B-1 - Actual Stmt. AF Ln. 7 

(Note 1)                                  -    

 

9 Less: Other Excluded Deferrals 

WS B-1 - Actual Stmt. AF Ln. 6 

(Note 1)                                  -    

 

10 Transmission Related Deferrals Ln 7 - ln 8 - ln 9                               -                               -                               -     

11 Account 283      

12 Year End Utility Deferrals FF1, p. 276 - 277, ln 9, Col. (k)                                  -     

13 Less:  ARO Related Deferrals 

WS B-1 - Actual Stmt. AF Ln. 13 

(Note 1)                                  -    

 

14 Less: Other Excluded Deferrals 

WS B-1 - Actual Stmt. AF Ln. 12 

(Note 1)                                  -    

 

15 Transmission Related Deferrals Ln 12 - ln 13 - ln 14                               -                               -                               -     

16 Account 190       

17 Year End Utility Deferrals FF1, p. 234, ln 8, Col. (c)                                  -     

18 Less:  ARO Related Deferrals 

WS B-2 - Actual Stmt. AG Ln. 4 

(Note 1)                                  -    

 

19 Less: Other Excluded Deferrals 

WS B-2 - Actual Stmt. AG Ln. 3 

(Note 1)                                  -    

 

20 Transmission Related Deferrals Ln 17 - ln 18 - ln 19                               -                               -                               -     

21 Account 255      

22 Year End ITC Balances FF1, p. 266-267, ln 8, Col. (h)                                  -     

23 Less:  Balances Not Qualified for Ratebase  Company Records - Note 1                                  -     

24 ITC Balances Includeable Ratebase  Ln 22 - ln 23                               -                               -                               -     

25 Transmission Related Deferrals 

WS B-1 - Actual Stmt. AF Ln. 20 

(Note 1)                                  -    

 

NOTE 1 

On this worksheet, "Company Records" refers to AEP's tax forecast and accounting ledger.  The PTRR will use 

projected ending balances and reflect proration required by IRS Letter Rule Section 1.167(I)-I(h)(6)(ii). Line item detail 

of actual deferred tax items will be included on Worksheets B-1 and B-2.   

 

NOTE 2  ADIT balances should exclude balances related to hedging activity.      
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Company Name Here 

                 

 

SPECIFIED DEFERRED CREDITS - 
Actual Cycle Only 

                 
 

PERIOD ENDED DECEMBER 31, 2017 
                 

      

(DEBIT)  
CREDIT 

            
                   
                   
                   

 
COLUMN A 

COLUMN 
B 

COLUMN 
C 

COLUMN 
D 

COLUMN 
E COLUMN F 

 

COLUMN 
G 

COLUMN 
H 

COLUMN 
I 

 

COLUMN 
J 

COLUMN 
K 

COLUMN 
L 

 

COLUMN 
M 

COLUMN 
N 

COLUMN 
O 

                   

  
PER BOOKS 

NON-
APPLICABLE/NON-

UTILITY AVERAGE 
 

FUNCTIONALIZATION AVERAGE 
 

FUNCTIONALIZATION 12/31/2016 
 

FUNCTIONALIZATION 12/31/2017 

  
    

  
ELECTRIC  

 
      

 
      

 
      

  

BALANC
E AS 

BALANC
E AS 

BALANCE 
AS 

BALANCE 
AS UTILITY 

            

 
ACCUMULATED DEFERRED FIT ITEMS 

OF 12-31-
2016 

OF 12-31-
2017 

OF 12-31-
2016 

OF 12-31-
2017 

(B+C+D+E)
/2 

 

GENERA
TION 

TRANSMI
SSION 

DISTRIBU
TION 

 

GENERA
TION 

TRANSMI
SSION 

DISTRIBU
TION 

 

GENERA
TION 

TRANSMI
SSION 

DISTRIBU
TION 

                      
1.0
0   ACCOUNT 281:  

                    
2.0
1    

                    
2.0
2    0  0  

  
0  

 
0  0  0  

 
      

 
      

   
2.0
3    

                    
2.0
4    0  0  0  0  0  

               
2.0
5    0  0  0  0  0  

               
2.0
6    0  0  0  0  0  

            
                   3 TOTAL ACCOUNT 281 0  0  0  0  0  

 
0  0  0  

 
0  0  0  

 
0  0  0  

4 ACCOUNT 281 - ARO-Related Deferrals 0  0  0  0  0  
 

0  0  0  
 

0  0  0  
 

0  0  0  

                   5 ACCOUNT 282: 
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AEP East Companies 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

Worksheet C Supporting Working Capital Rate Base Adjustments 

COMPANY NAME HERE 

 (A) (B) ( C ) (D) (E) (F) (G) (H) (I) 

 Materials & Supplies  

Line    

Balance @ December 31, Rate Year 

Balance @ December 31, Rate Year-

1 Average Balance for Rate Year Number   Source 

1          

2  Transmission Materials & Supplies FF1, p. 227, ln 8, Col. (c) & (b)                              -       

3  General Materials & Supplies FF1, p. 227, ln 11, Col. (c) & (b)                              -       

4  Stores Expense (Undistributed) - Account 163 FF1, p. 227, ln 16, Col. (c) & (b)                              -       

 Prepayment Balance Summary (Note 1)  

     100% Transmission Transmission Total Included  

   Average of  Excludable Transmission Plant  Labor in Ratebase  

5   YE Balance Balances Related Related Related (E)+(F)+(G)  

6  Totals as of December 31, Rate Year 0  0  0  0  0  0   

7  Totals as of December 31, Rate Year-1        

8  Average Balance                                            -                                 -                                 -                             -                        -                         -     

 Prepayments Account 165 - Balance @ 12/31/Rate Year   

     100% Transmission Transmission Total Included  

   Rate Year Excludable Transmission Plant  Labor in Ratebase  

9 Acc. No. Description YE Balance Balances Related Related Related (E)+(F)+(G) Explanation 

10                                   -                              -                          -     

11                                   -                              -                          -     

12                                   -                          -                         -     

13                                   -                            -     

14                                   -                          -                         -     

15                                   -                            -     

16                                   -                            -     

17                             -                         -     

18                                   -                            -     

19                                   -                          -                         -     

  Subtotal - Form 1, p 111.57.c   0  0  0  0  0  0   

 Prepayments Account 165 - Balance @ 12/31/ Rate Year-1   

     100% Transmission Transmission Total Included  

   Rate Year-1 Excludable Transmission Plant  Labor in Ratebase  

20 Acc. No. Description YE Balance Balances Related Related Related (E)+(F)+(G) Explanation 

21        0                        -     

22        0                        -     

23        0                        -     

24        0                        -     

25      0                          -     

26      0                          -     

27      0                          -     

28      0                          -     

29         0                       -     

30      0                          -     

31      0                          -     

  Subtotal - Form 1, p 111.57.c                
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Note 1: 

Prepayment Balance will not include: (i) federal and state income tax payments made to offset additional tax liabilities resulting (or expected to result) from prior federal or state audits or from the filing of one or more amended income 

tax returns; (ii) outstanding income tax refunds due to the company resulting (or expected to result) from prior federal or state audits or from the filing of one or more amended income tax returns; or (iii) prepayments of federal or state 

income taxes which are attributable to income earned during periods prior to January 1 of the year depicted in the Balance Sheet (as described in USofA Account 236). 
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AEP East Companies  

Cost of Service Formula Rate Using Actual/Projected FF1 Balances  

Worksheet D Supporting  IPP Credits  

COMPANY NAME HERE  

Line (A) (B) 

Number Description Rate Year 

   

1 Net Funds from IPP Customers 12/31/Rate Year-1 (Rate Year FORM 1, P269)   

2 Interest Accrual (Company Records - Note 1)   

3 Revenue Credits to Generators (Company Records - Note 1)   

4 Other Adjustments  

5 Accounting Adjustment  (Company Records - Note 1)   

6     

7 Net Funds from IPP Customers 12/31/Rate Year (Rate Year FORM 1, P269)                      -    

8 Average Balance for Year as Indicated in Column B ((ln 1 + ln 7)/2)                      -    

 

On this worksheet Company Records refers to  COMPANY NAME HERE's general ledger. 

 

Note 1  

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 124 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE REQUESTS; R --> OATT Attachment H-14B Part I - AEP East Companies 

Effective Date: 1/1/2018 - Docket #: ER18-1202-000 - Page 30 

AEP East Companies 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

 Worksheet E Supporting Revenue Credits 

COMPANY NAME HERE 

        (a) (b) (c) 

Line        Total Non-  

Number Description Company Transmission Transmission 

1 Account 450, Forfeited Discounts  (FF1 p.300.16.(b); Company Records - Note 1)    -   

2 Account 451,Miscellaneous Service Revenues  (FF1 p.300.17.(b); Company Records - Note 1)    -   

3 Account 454, Rent from Electric Property (FF1 p.300.19.(b); Company Records - Note 1)    -   

4 Account 4560015, Associated Business Development - (Company Records - Notes 1, 2)   -   

5 Account 456 - Other Electric Revenues - (Company Records - Notes 1, 2)    -   

5a Account 457.1, Regional Control Service  Revenues (FF1 p.300.23.(b); Company Records - Note 1)  -  

5b Account 457.2, Miscellaneous Revenues (FF1p.300.24.(b); Company Records - Note 1)  -  

6 Subtotal - Other Operating Revenues (Company Total equals (FF1 p. 300.26.(b)) -  - -    

7 Accounts  4470004 & 4470005, Revenues from Grandfathered Transmission Contracts - (Company Records - Note 1)   -   

8 Total Other Operating Revenues To Reduce Revenue Requirement - - - 

     

Note 1 The total company data on this worksheet comes from the indicated FF1 source, or COMPANY NAME HERE's general ledger. The functional amounts identified as transmission revenue also come from the general ledger. 

Note 2 The total of line 4 and line 5 will equal total Account 456 as listed on FF1 p.300.21-22.(b)    

9 Facility Credits under PJM OATT Section 30.9    
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AEP East Companies 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

 Worksheet F Supporting Allocation of Specific O&M or  A&G Expenses 

COMPANY NAME HERE 

 (A) (B) (C) (D) (E) (F) 

     100%  

Line   Rate Year 100% Transmission  

Number Item No. Description Expense Non-Transmission Specific Explanation 

  Regulatory O&M Deferrals & Amortizations     

1   -      

2          

3         

4  Total 0       

  Detail of Account 561 Per FERC Form 1     

5        

6 FF1 p 321.85.b 561.1 - Load Dispatch - Reliability      

7 FF1 p 321.86.b 561.2 - Load Dispatch - Monitor & Operate Trans System      

8 FF1 p 321.87.b 561.3 - Load Dispatch - Trans Service & Scheduling      

9 FF1 p 321.88.b 561.4 - Scheduling, System Control & Dispatch      

10 FF1 p 321.89.b 561.5 -  Reliability, Planning and Standards Development      

11 FF1 p 321.90.b 561.6 - Transmission Service Studies      

12 FF1 p 321.91.b 561.7 - Generation Interconnection Studies      

13 FF1 p 321.92.b 

561.8 -  Reliability, Planning and Standards Development 

Services      

14  Total of Account 561 0     

  Account 928     

15      - -  

16      - -  

17      - -  

18      - -  

19      - -  

20  Total (FERC Form 1 p.323.189.b) -  - -  

  Account 930.1     

21      - -  

22      - -  

23      - -  

24      - -  

25      - -  

26      - -  

27      - -  

28      - -  

29      - -  

30      - -  

31      - -  

32      - -  

33      - -  

34      - -  

35      - -  

36      - -  

37  Total (FERC Form 1 p.323.191.b) -  - -  

  Account 930.2     

38    0    

39    0    

40    0    

41    0    

42    0    

43  Total (FERC Form 1 p.323.192.b) - - -  
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AEP East Companies 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

 Worksheet G Supporting - Development of Composite State Income Tax Rate 

COMPANY NAME HERE  

        

        

 State #1  Tax Rate        

 Apportionment Factor - Note 1        

    Effective State Tax Rate    0.00%   

        

 State #2  Tax Rate        

 Apportionment Factor - Note 1        

    Effective State Tax Rate    0.00%   

        

 State #3  Tax Rate        

 Apportionment Factor - Note 1        

    Effective State Tax Rate    0.00%   

        

 State #4  Tax Rate        

 Apportionment Factor - Note 1        

    Effective State Tax Rate    0.00%   

        

        

 Total Effective State Income Tax Rate   0.00%   

        

        

        

        

Note 1 
Apportionment Factors are determined as part of the Company's annual tax return for that jurisdiction. 
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AEP East Companies 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

 Worksheet H Supporting Taxes Other than Income 

COMPANY NAME HERE 

 (A) (B) (C) (D) (E) (F) 

Line Total     

No. Account Company Property Labor Other Non-Allocable 

  NOTE 1     

1 Revenue Taxes      

2 List Individual Taxes Here                        -                                 -    

3 Real Estate and Personal Property Taxes      

4 Real and Personal Property - Jurisdiction #1                        -                          -       

5 Real and Personal Property - Jurisdiction #2                        -                          -       

6 Real and Personal Property - Jurisdiction #3                        -                          -       

7 Real and Personal Property - Other Jurisdictions -                          -       

8 Payroll Taxes       

9 Federal Insurance Contribution (FICA )                         -                             -      

10 Federal Unemployment Tax                         -                             -      

11 State Unemployment Insurance                         -                             -      

12 Production Taxes      

13 List Individual Taxes Here                        -                                 -    

14                         -                                 -    

15 Miscellaneous Taxes       

16 List Individual Taxes Here                        -                                 -    

17                         -                         -     

18                         -                         -     

19                         -                         -     

20                         -                         -     

21                         -                                 -    

22                         -                                 -    

23                         -                                 -    

24  Total Taxes by Allocable Basis                        -                          -                            -                       -                              -    

 (Total Company Amount Ties to FFI p.114, Ln 14,(c))     

 NOTE 1: The detail of each total company number and its source in the FERC Form 1 is shown on WS H-1.   

 Functional Property Tax Allocation           

  Production Transmsission Distribution General Total 

25 Functionalized Net Plant (TCOS, Lns 41 thru 46) -  - - - - 

 STATE JURISDICTION #1      

26 Percentage of Plant in STATE JURISDICTION #1          

27 Net Plant in STATE JURISDICTION #1 (Ln 25 * Ln 26) - - - - - 

28 Less: Net Value of Exempted Generation Plant          

29 Taxable Property Basis (Ln 27 - Ln 28) - - - - - 

30  Relative Valuation Factor           

31 Weighted Net Plant (Ln 29 * Ln 30) - - - -  

32 General Plant Allocator (Ln 31 / (Total - General Plant)) 0.00% 0.00% 0.00% -100.00%  

33 Functionalized General Plant (Ln 32 * General Plant) - - - - - 

       

34 Weighted STATE JURISDICTION #1 Plant (Ln 31 + 33) - - - - - 

35 Functional Percentage (Ln 34/Total Ln 34) 0.00% 0.00% 0.00%   

 STATE JURISDICTION #2      

36 Percentage of Plant in STATE JURISDICTION #2          

37 Net Plant in STATE JURISDICTION #2 (Ln 25 * Ln 36) - - - - - 

38 Less: Net Value of Exempted Generation Plant          

39 Taxable Property Basis (Ln 37 - Ln 38) - - - - - 

40  Relative Valuation Factor           

41 Weighted Net Plant (Ln 39 * Ln 40) - - - -  

42 General Plant Allocator (Ln 41 / (Total - General Plant)) 0.00% 0.00% 0.00% -100.00%  

43 Functionalized General Plant (Ln 42 * General Plant) - - - - - 

44 Weighted STATE JURISDICTION #2 Plant (Ln 41 + 43) - - - - - 

45 Functional Percentage (Ln 44/Total Ln 44) 0.00% 0.00% 0.00%   

 STATE JURISDICTION #3      

46 Net Plant in STATE JURISDICTION #3 (Ln 25 - Ln 27 - Ln 37) - - - - - 

47 Less: Net Value  Exempted Generation Plant          

48 Taxable Property Basis - - - - - 

49  Relative Valuation Factor           

50 Weighted Net Plant (Ln 48 * Ln 49) - - - -  

51 General Plant Allocator (Ln 50 / (Total - General Plant) 0.00% 0.00% 0.00% -100.00%  

52 Functionalized General Plant (Ln 52 * General Plant) - - - -  

53 Weighted STATE JURISDICTION #3 Plant (Ln 50 + 52) - - - - - 

54 Functional Percentage (Ln 53/Total Ln 53) 0.00% 0.00% 0.00%   

 

  

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 128 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE REQUESTS; R --> OATT Attachment H-14B Part II 
- AEP East Companies 

Effective Date: 3/11/2020 - Docket #: ER20-2598-000 - Page 3 

AEP East Companies   
  

Cost of Service Formula Rate Using 2008 FF1 Balances   
  

 Worksheet H-1 Form 1 Source Reference of Company Amounts on WS H   
  

  (A)  (B) (C) (D) 
  

       
  

Li

ne    Total FERC FORM 1  

  

No

.   Annual Tax Expenses by Type (Note 1)   Company Tie-Back 

FERC FORM 1 

Reference 

  

1  Revenue Taxes     
  

2  Revenue Tax 1  

                       

-      

  

        
  

       
  

  (A) (B) (C) (D) (E) (F) (G) 

  

Real Estate and Personal Propety Tax Detail 

Annual Tax Expenses by Type (Note 1) 

Tax 

Year 

Total 

Company 

FERC FORM 1 

Tie-Back 

FERC FORM 1 

Reference 

Tax 

Year 

Factor 

(Note 

2) 

Transmis

sion 

Function 

(Note 2) 

       
  

3  
Real Estate and Personal Property Taxes Total 

(Ln 4 + Ln 5 + Ln 6 + Ln 7)  -   

 - 

 

       
  

4  Real and Personal Property - Jurisdiction 1  

                       

-      

 - 

        
  

5  Real and Personal Property – Jurisdiction 2     
  

       
  

6  Real and Personal Property – Jurisdiction 3     
  

       
  

7  Real and Personal Property - Other Jurisdictions  

                       

-      

 - 

        
  

       
  

  (A)  (B) (C) (D) 
  

Li

ne       

  

No

.  Annual Tax Expense by Type (Note 1)  

Total 

Company 

FERC FORM 1 

Tie-Back 

FERC Form 1 

Reference 

  

8  Payroll Taxes      
  

9  Federal Insurance Contribution (FICA )   

                       

-      

  

        
  

10  Federal Unemployment Tax   

                       

-      

  

        
  

11  State Unemployment Insurance   

                       

-      

  

         
  

                             -     
  

12  Production Taxes     
  

13  Production Tax 1  

                       

-       

  

       
  

15  Miscellaneous Taxes      
  

16  Miscellaneous Tax 1  

                       

-      

  

17  Miscellaneous Tax 2  

                       

-      

  

        
  

18  Miscellaneous Tax 3  

                       

-      

  

        
  

19  Miscellaneous Tax 4  

                       

-      

  

        
  

20  Miscellaneous Tax 5  

                       

-      

  

        
  

21  Miscellaneous Tax 6  

                       

-      

  

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 129 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE REQUESTS; R --> OATT Attachment H-14B Part II 
- AEP East Companies 

Effective Date: 3/11/2020 - Docket #: ER20-2598-000 - Page 4 

        
  

22  Miscellaneous Tax 7  

                       

-      

  

        
  

         

23   Total Taxes by Allocable Basis  

                       

-                           -     

  

  (Total Company Amount Ties to FFI p.114, Ln 14,(c))    
  

Note 1: The taxes assessed on each operating company can differ from year to year and between operating companies by both the type of 

taxes and the states in which they were assessed.  Therefore, for each company, the types and jurisdictions of tax expense recorded on this 

page could differ from the same page in the same company's prior year template or from this page in other operating companies' current year 

templates. For each update, this sheet will be revised to ensure that the total activity recorded hereon equals the total reported in account 

408.1 on P. 114, Ln 14 of the FERC Form 1. 

  

  

  

Note 2: The transmission functional amounts for any Real Estate and Property taxes listed on pages 263 of the FERC Form 1 will be 

allocated using the transmission functional allocator calculated for each state in Worksheet H of the applicable year that the taxes were 

assesed.  Real and Personal Property - Other Jurisdictions will be allocated using the Gross Plant Allocator from the applicable year.   
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AEP East Companies 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

 Worksheet I  

RESERVED FOR FUTURE USE  

 

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 131 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE REQUESTS; R --> OATT Attachment H-14B Part II - AEP East Companies 

Effective Date: 3/11/2020 - Docket #: ER20-2598-000 - Page 6 

AEP East Companies           

Cost of Service Formula Rate Using Actual/Projected FF1 Balances         

Worksheet J Supporting Calculation of PROJECTED PJM RTEP Project Revenue Requirement Billed to Benefiting Zones       

COMPANY NAME HERE           

I. Calculate Return and Income Taxes with  basis point ROE increase for Projects Qualified for Regional Billing.        

 A.   Determine 'R' with hypothetical  basis point increase in ROE for Identified Projects        

    ROE w/o incentives  (TCOS, ln 156)   0.00%         

    Project ROE Incentive Adder         

    ROE with additional  basis point incentive 0.00%   

 Determine R  ( cost of long term debt, cost of preferred stock and equity percentage is from the TCOS, lns 154 through156)        

  % Cost Weighted cost         

 Long Term Debt 0.00% 0.00% 0.000%    SUMMARY OF PROJECTED ANNUAL RTEP  REVENUE REQUIREMENTS 

 Preferred Stock 0.00% 0.00% 0.000%           

 Common Stock 0.00% 0.00% 0.000%       Rev Require  W Incentives Incentive Amounts 

   R = 0.000%           

 B.   Determine Return using 'R' with hypothetical  basis point ROE increase for Identified Projects.       PROJECTED YEAR Projected Year - -  $   -    

    Rate Base  (TCOS, ln 68)  -          

    R   (from A. above)  0.000%         

    Return (Rate Base  x  R)  -          

 C.   Determine Income Taxes using Return with hypothetical  basis point ROE increase for Identified Projects.        

    Return   (from B. above)  -          

    Effective Tax Rate  (TCOS, ln 114)   0.00%         

    Income Tax Calculation  (Return  x  CIT)   -          

    ITC Adjustment    -          

    Excess Deferred Income Tax  -         

    Tax Affect of Permanent Differences  -         

    Income Taxes  -           

II. Calculate Net Plant Carrying Charge Rate (Fixed Charge Rate or FCR) with hypothetical basis point ROE increase.        

 A.   Determine Annual Revenue Requirement less return and Income Taxes.            

    Annual Revenue Requirement  (TCOS, ln 1)  -         

    Lease Payments (TCOS, 95)  -         

    Return  ( TCOS, ln 126)  -         

    Income Taxes  (TCOS, ln 125)  -        

    Annual Revenue Requirement, Less Lease Payments, Return and Taxes    -        

 B.   Determine Annual Revenue Requirement with hypothetical  basis point increase in ROE.            

    Annual Revenue Requirement, Less Lease payments, Return and Taxes  -        

    Return   (from I.B. above)    -         

    Income Taxes  (from I.C. above)  -        

    Annual Revenue Requirement, with  Basis Point ROE increase -        

    Depreciation  (TCOS, ln 100)    -        

    Annual Rev. Req, w/ Basis Point ROE increase, less Depreciation -         

 C.   Determine FCR with hypothetical  basis point ROE increase.         

    Net Transmission Plant  (TCOS, ln 42)    -        

    Annual Revenue Requirement, with  Basis Point ROE increase -        

    FCR with  Basis Point increase in ROE  0.00%        

    Annual Rev. Req, w /  Basis Point ROE increase, less Dep. -        

    FCR with  Basis Point ROE increase, less Depreciation 0.00%        

    FCR less Depreciation  (TCOS, ln 10)    0.00%        

    Incremental FCR with  Basis Point ROE increase, less Depreciation 0.00%        

III Calculation of Composite Depreciation Rate          

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 132 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE REQUESTS; R --> OATT Attachment H-14B Part II - AEP East Companies 

Effective Date: 3/11/2020 - Docket #: ER20-2598-000 - Page 7 

 Average Transmission Plant Balance for Rate Year (TCOS, ln 21)  -        

 Annual Depreciation and Amortization Expense (TCOS, ln 100)  -        

 Composite Depreciation Rate   0.00%        

 Depreciable Life for Composite Depreciation Rate  -        

 Round to nearest whole year   -        

 

  

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 133 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE REQUESTS; R --> OATT Attachment H-14B Part II - AEP East Companies 

Effective Date: 3/11/2020 - Docket #: ER20-2598-000 - Page 8 

Worksheet J -  ATRR PROJECTED Calculation for PJM Projects Charged to Benefiting Zones    

 IV. Determine the Revenue Requirement, and Additional Revenue Requirement for facilities receiving incentives.       

  A. Base Plan Facilities            

  Facilities receiving incentives accepted by FERC in Docket No.    (e.g. ER05-925-000)  Current Projected Year ARR -  

          Current Projected Year ARR w/ Incentive -  

  Project Description:             Current Projected Year Incentive ARR -  

  Details                   

  Investment   Current Year    Projected Year  

 CUMULATIVE HISTORY OF PROJECTED ANNUAL 

REVENUE REQUIREMENTS:  

  Service Year (yyyy)   ROE increase accepted by FERC (Basis Points)                              -     

 CUMULATIVE HISTORY OF PROJECTED ANNUAL 

REVENUE REQUIREMENTS:   

  Service Month (1-12)   FCR w/o incentives, less depreciation   0.00%  INPUT PROJECTED ARR (WITH & WITHOUT INCENTIVES) 

FROM EACH PRIOR YEAR TEMPLATE BELOW TO MAINTAIN 

HISTORY OF PROJECTED ARRS OVER THE LIFE OF THE 

PROJECT.  

  Useful life                          -    FCR w/incentives approved for these facilities, less dep.  0.00%  

  CIAC (Yes or No)   Annual Depreciation Expense                                 -     

  Investment  Beginning   Depreciation   Ending   RTEP Rev. Req't.   RTEP Rev. Req't.  Incentive Rev.   

 RTEP 

Projected 

Rev. 

Req't.From 

Prior Year 

Template    

 RTEP 

Projected 

Rev. 

Req't.From 

Prior Year 

Template      

  Year Balance Expense Balance  w/o Incentives   with Incentives **  Requirement ##   

 w/o 

Incentives     

 with 

Incentives 

**      

  -                          -                             -                             -                             -                             -     $                         -                

  -                          -                             -                             -                             -                             -     $                         -                

   Project Totals                            -                              -                             -                                -          

               

  **  This is the total amount that needs to be reported to PJM for billing to all regions.           

               

  ## This is the calculation of  additional incentive revenue on projects deemed by the FERC to be eligible for an incentive return.  This       

  
additional incentive requirement is applicable for the life of this specific project.  Each year the revenue requirement calculated for PJM should be incremented by the 

amount of the incentive revenue calculated for that year on this project.       

               

  In order to calculate the proper monthly RTEP billing amount, PJM requires a 12 month revenue requirement for each RTEP project.  As a result, notwithstanding the fact that the project was in service for a partial year, the project revenue requirement in the year 

that the project goes into service has been annualized (shown at the full-year level) so that PJM will collect the correct monthly billings.   
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AEP East Companies         

Cost of Service Formula Rate Using Actual/Projected FF1 Balances       

 Worksheet K Supporting Calculation of TRUE-UP PJM RTEP Project Revenue Requirement Billed to Benefiting Zones    

COMPANY NAME HERE         

I. Calculate Return and Income Taxes with  basis point ROE increase for Projects Qualified for Regional Billing.    Page 1 of 2   

 A.   Determine 'R' with hypothetical  basis point increase in ROE for Identified Projects     

    ROE w/o incentives  (TCOS, ln 156)   0.00%       

    Project ROE Incentive Adder         

    ROE with additional  basis point incentive 0.00%    

    Determine R  ( cost of long term debt, cost of preferred stock and equity percentage is from the TCOS, lns 154 through156)      

  % Cost Weighted cost       

 Long Term Debt 0.00% 0.00% 0.000%       

 Preferred Stock 0.00% 0.00% 0.000%       

 Common Stock 0.00% 0.00% 0.000%       

   R = 0.000%       

 B.   Determine Return using 'R' with hypothetical  basis point ROE increase for Identified Projects.          

    Rate Base  (TCOS, ln 68) -         

    R   (from A. above) 0.000%        

    Return (Rate Base  x  R) -         

 C.   Determine Income Taxes using Return with hypothetical  basis point ROE increase for Identified Projects.        

    Return   (from B. above) -         

    Effective Tax Rate  (TCOS, ln 114)  0.00%        

    Income Tax Calculation  (Return  x  CIT)  -         

    ITC Adjustment   -         

    Excess Deferred Income Tax -        

    Tax Affect of Permanent Differences -        

    Income Taxes -         

II. Calculate Net Plant Carrying Charge Rate (Fixed Charge Rate or FCR) with hypothetical basis point ROE increase.     

 A.   Determine Annual Revenue Requirement less return and Income Taxes.          

    Annual Revenue Requirement  (TCOS, ln 1) -         

    Lease Payments (TCOS, Ln 95) -        

    Return  (TCOS, ln 126) -        

    Income Taxes  (TCOS, ln 125) -        

    Annual Revenue Requirement, Less Lease Payments, Return and Taxes  -        

 B.   Determine Annual Revenue Requirement with hypothetical  basis point increase in ROE.          

    Annual Revenue Requirement, Less Lease Payments, Return and Taxes -        

    Return   (from I.B. above)   -        

    Income Taxes  (from I.C. above) -  SUMMARY OF TRUED-UP ANNUAL REVENUE REQUIREMENTS FOR RTEP PROJECTS 

    Annual Revenue Requirement, with  Basis Point ROE increase -     Rev Require  W Incentives Incentive Amounts 

    Depreciation  (TCOS, ln 100)   -  TRUE-UP YEAR Historic Year     

 Annual Rev. Req, w/  Basis Point ROE increase, less Depreciation  - As Projected in Prior Year WS J    - 

 C.   Determine FCR with hypothetical  basis point ROE increase.   Actual after True-up  $       -     $          -    - 

    Net Transmission Plant  (TCOS, ln 42)  True-up of ARR For Historic Year - - - 

    Annual Revenue Requirement, with  Basis Point ROE increase -        

    FCR with  Basis Point increase in ROE 0.00%       

    Annual Rev. Req, w /  Basis Point ROE increase, less Dep. -        

    FCR with  Basis Point ROE increase, less Depreciation 0.00%       

    FCR less Depreciation  (TCOS, ln 10)   0.00%       

    Incremental FCR with  Basis Point ROE increase, less Depreciation  0.00%       

III. Calculation of Composite Depreciation Rate       

 Average Transmission Plant Balance for Rate Year (TCOS, ln 21)   -        

 Annual Depreciation and Amortization Expense (TCOS, ln 100)   -        

 Composite Depreciation Rate    0.00%     

 Depreciable Life for Composite Depreciation Rate   -        

 Round to nearest whole year    -        
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COMPANY NAME HERE Worksheet K -  ATRR TRUE-UP Calculation for PJM Projects Charged to Benefiting Zones     

IV. Determine the Revenue Requirement, and Additional Revenue Requirement for facilities receiving incentives.    Page 2 of 2    

 A. Base Plan Facilities             

 Facilities receiving incentives accepted by FERC in Docket No.       (e.g. ER05-925-000)  Historic Year Rev Require  W Incentives Incentive Amounts  

           Prior Yr Projected  
                         

-                             -                             -     

 
Project 

Description:          Prior Yr Actual  
                         

-                             -                             -     

          

True-Up 

Adjustment 
                         

-                             -                             -     

 Details                     

 Investment   Current Year     Historic Year   TRUE UP OF PROJECT REVENUE REQUIREMENT FOR PRIOR YEAR:   

 Service Year (yyyy)   ROE increase accepted by FERC (Basis Points)   

                         

-     

 CUMULATIVE HISTORY OF TRUED-UP ANNUAL REVENUE 

REQUIREMENTS:   

 

Service Month (1-

12)   

FCR w/o incentives, less 

depreciation    0.00%  

INPUT TRUE-UP ARR (WITH & WITHOUT INCENTIVES) FROM EACH PRIOR YEAR 

TEMPLATE BELOW TO MAINTAIN HISTORY OF TRUED-UP ARRS OVER THE LIFE OF 

THE PROJECT. 

 Useful life 

                         

-    

FCR w/incentives approved for these facilities, less 

dep.   0.00%  

 CIAC (Yes or No) No Annual Depreciation Expense       

                         

-     

 Investment  Beginning   Depreciation   Ending   Average   

 RTEP Rev. 

Req't.  

 RTEP Rev. 

Req't.  Incentive Rev.   

 RTEP Projected 

Rev. Req't.From 

Prior Year WS J  

 RTEP Rev 

Req't True-up  

 RTEP 

Projected Rev. 

Req't.From 

Prior Year WS J  

 RTEP  Rev 

Req't True-up  

 True-up of 

Incentive  

 Year Balance Expense Balance Balance  w/o Incentives  

 with Incentives 

**  

Requirement 

##    w/o Incentives    w/o Incentives   

 with Incentives 

**  

 with Incentives 

**  

 with Incentives 

**  

 - 

                         

-                             -                             -    

                         

-                             -                             -    

 

$                       

-        

 

$                       

-       $                       -     $                     -    

 - 

                         

-                             -                             -    

                         

-                             -                             -    

 

$                       

-        

 

$                       

-       $                       -     $                     -    

  Project Totals                            -                               -                             -    

                         

-          

               

 

**  This is the total amount that needs to be reported to PJM for billing to all 

regions.            

               

 
## This is the calculation of  additional incentive revenue on projects deemed by the FERC to be eligible for an incentive return.  

This        

 
additional incentive requirement is applicable for the life of this specific project.  Each year the revenue requirement calculated 

for PJM        

 should be incremented by the amount of the incentive revenue calculated for that year on this project.          

 

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 136 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE REQUESTS; R --> OATT Attachment H-14B Part II 
- AEP East Companies 

Effective Date: 3/11/2020 - Docket #: ER20-2598-000 - Page 11 

 AEP East Companies 

 Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

  Worksheet L  

 COMPANY NAME HERE 

      

  RESERVED FOR FUTURE USE 
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AEP East Companies 
 Cost of Service Formula Rate Using Actual/Projected FF1 Balances 
 Worksheet M Supporting Calculation of Capital Structure and Weighted Average Cost of Capital 
 Company Name 
 

        

  

Average Balance of Common Equity 

 

Lin

e  

No Month 

Proprietary 

Capital 

Less: Preferred 

Stock 

Less 

Undistributed 

Sub Earnings 

(Acct 216.1) 

Less AOCI 

(Acct 219.1) 

Average Balance 

of Common 

Equity 

 

  (a) (b) (c) (d) (e) 

(f)=(b)-( c)-(d)-( 

e) 

 

  (Note A)  (FF1 112.16)  (FF1 250-251)  (FF1 112.12) (FF1 112.15)   

 

1 

December Prior to Rate 

Year         

                                

-  

 

2 January         

                                

-  

 

3 February         

                                

-  

 

4 March          

                                

-  

 

5 April         

                                

-  

 

6 May         

                                

-  

 

7 June         

                                

-  

 

8 July         

                                

-  

 

9 August          

                                

-  

 

10 September         

                                

-  

 

11 October         

                                

-  

 

12 November         

                                

-  

 

13 December  of Rate Year         

                                

-  

 

14 

Average of the 13 Monthly 

Balances  

                              

-    

                              

-    

                              

-    

                              

-    

                              

-    

 

        

  

Average Balance of Long Term Debt 

Lin

e  

No Month 

Acct 221  

Bonds 

Less: Acct 222 

Reacquired 

Bonds 

Acct 223  

LT Advances 

from Assoc. 

Companies 

Acct 224 

Senior 

Unsecured 

Notes 

Less: Fair Value 

Hedges 

Gross Proceeds 

Outstanding Long-

Term Debt 

  (a) (b) (c) (d) (e) (f) 

(g)=(b)-( c)+(d)+( 

e)-(f) 

  (Note A)  (FF1 112.18)  (FF1 112.19)  (FF1 112.20) (FF1 112.21) 

FF1, page 257, Col. 

(h) - Note 1   

15 

December Prior to Rate 

Year           

                                     

-  

16 January           

                                     

-  

17 February           

                                     

-  

18 March            

                                     

-  

19 April           

                                     

-  

20 May           

                                     

-  

21 June           

                                     

-  

22 July           

                                     

-  

23 August            

                                     

-  

24 September           

                                     

-  

25 October           

                                     

-  

26 November           

                                     

-  

27 December  of Rate Year           

                                     

-  

28 

Average of the 13 Monthly 

Balances  

                              

-    

                              

-    

                              

-    

                              

-    

                              

-    

                                   

-    

        NOTE 1:  The balance of fair value hedges on outstanding long term debt are to be excluded from the balance of long term debt included in the formula's capital 

structure. (Page 257 Column H of the FF1) 
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Development of Cost of  Long Term Debt Based on 

Average Outstanding Balance 

   

 

 
(a) (b) (c) (d) (e) (f) (g) 

29 Annual Interest Expense for 2017 

      

30 

Interest on Long Term Debt - Accts 221 

- 224 (256-257.33.i) 

  

  

   

31 

Less: Total Hedge Gain/Expense Accumulated from p 

256-257, col. (i) of FERC Form 1  included in Ln 30 

and shown in 50 below. 

 

                              

-    

   

32 

Plus:  Allowed Hedge Recovery From 

Ln 55  below. 

  

                              

-    

   

33 

Amort of Debt Discount & Expense - 

Acct 428 (117.63.c) 

  

  

   

34 

Amort of Loss on Reacquired Debt - 

Acct 428.1 (117.64.c) 

  

  

   

35 

Less: Amort of Premium on Debt - Acct 

429 (117.65.c) 

  

  

   

36 

Less: Amort of Gain on Reacquired Debt - Acct 429.1 

(117.66.c) 

 

  

   

37 
Total Interest Expense (Ln 30 - 31 + 

33 + 34 - 35 - 36) 

  

                              

-    

   

        

38 
Average Cost of Debt for 2017 (Ln 37/ 

ln 28 (g)) 

  
#DIV/0! 

   

        

 CALCULATION OF RECOVERABLE HEDGE GAINS/LOSSES 

   39 NOTE:  The net amount of hedging gains or losses recorded in account 427 to 

be recovered in this formula rate should be limited to the effective portion of 

pre-issuance cash flow hedges that are amortized over the life of the underlying 

debt issuances.  The recovery of a net loss or passback of a net gain will be 

limited to five basis points of the total Capital Structure.  Amounts related to the 

ineffective portion of pre-issuance hedges, cash settlements of fair value hedges 

issued on Long Term Debt, post-issuance cash flow hedges, and cash flow 

hedges of variable rate debt issuances are not recoverable in this formula and 

are to be recorded in the “Excludable” column below. 

 

  
 

     
 Amortization Period  

 

HEDGE AMOUNTS BY ISSUANCE 

(FROM p. 256-257 (i) of the FERC 

Form 1) 

 Total 

Hedge 

(Gain)/Los

s for 2017  

 Less 

Excludable 

Amounts 

(See NOTE 

on Line 39)  

 Net 

Includable 

Hedge 

Amount  

 Remaining 

Unamortized 

Balance  

 

Begin

ning   Ending  

40       

                                         

-          

41       

                                         

-          

42       

                                         

-          

43       

                                         

-          

44       

                                         

-          

45       

                                         

-          

46       

                                         

-          

47       

                                         

-          

48       

                                         

-          

49 

 

      

                                         

-    

  

50 Total Hedge Amortization 

                              

-    

                              

-    

    

        

51 

Hedge Gain or Loss Prior to Application of Recovery 

Limit (Sum of Lines 40 to 48) 

 

                              

-    

   

52 

Total Average Capital Structure 

Balance for 2017 (TCOS, Ln 157) 

  

                                

-  

   

53 

Financial Hedge Recovery Limit  - Five Basis Points 

of Total Capital 

 

                       

0.0005  

   

54 Limit of Recoverable Amount 

  

                              

-    

   

55 
Recoverable Hedge Amortization (Lesser of Ln 51 

or Ln 54) 

 

                              

-    

   

        Development of Cost of Preferred 

Stock 
      

        

 
Preferred Stock 

  
Average 

   

56 

0% Series - 0 - Dividend Rate (p. 250-

251) 0.000% 0.000% 

    

57 0% Series - 0 - Par Value (p. 250-251) 

 $                           

-    

 $                           

-    

    

58 0% Series - 0 - Shares O/S (p.250-251)  

                              

-    

                              

-    

    

59 

0% Series - 0 - Monetary Value (Ln 57 

* Ln 58) 

                              

-    

                              

-    

                                

-  

   60 0% Series - 0 -  Dividend Amount (Ln                                                                                             
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56 * Ln 59) -    -    -  

        

61 

0% Series - 0 - Dividend Rate (p. 250-

251) 0.000% 0.000% 

    

62 0% Series - 0 - Par Value (p. 250-251) 

 $                           

-    

 $                           

-    

    

63 0% Series - 0 - Shares O/S (p.250-251)  

                              

-    

                              

-    

    

64 

0% Series - 0 - Monetary Value (Ln 62 

* Ln 63) 

                              

-    

                              

-    

                                

-  

   

65 

0% Series - 0 -  Dividend Amount (Ln 

61 * Ln 64) 

                              

-    

                              

-    

                                

-  

   

        

66 

0% Series - 0 - Dividend Rate (p. 250-

251) 0.000% 0.000% 

    

67 0% Series - 0 - Par Value (p. 250-251) 

 $                           

-    

 $                           

-    

    

68 0% Series - 0 - Shares O/S (p.250-251)  

                              

-    

                              

-    

    

69 

0% Series - 0 - Monetary Value (Ln 67 

* Ln 68) 

                              

-    

                              

-    

                                

-  

   

70 

0% Series - 0 -  Dividend Amount (Ln 

66 * Ln 69) 

                              

-    

                              

-    

                                

-  

   

        

71 Balance of Preferred Stock (Lns 59, 64, 69) 

                              

-    

                              

-    
                                           

-  

Year End Total Agrees to FF1 

p.112, Ln 3, col (c ) & (d) 

72 Dividends on Preferred Stock (Lns 60, 65, 70) 

                                

-  

                                

-  
                                

-  

   73 Average Cost of Preferred Stock (Ln 72/71) 0.00% 0.00% 0.00% 
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AEP East Companies       

Cost of Service Formula Rate Using Actual/Projected FF1 Balances       

 Worksheet N - Gains (Losses) on Sales of Plant Held For Future Use       

Note: Gain or loss on plant held for future are recorded in accounts 411.6 or 411.7 respectively.  Sales will be functionalized based on the description of that asset. Sales of transmission assets will be 

direct assigned; sales of general assets will be functionalized on labor.  Sales of plant held for future use related to generation or distribution will not be included in the formula. 

      

      

      

      

 (A)  (B)  ( C )  (D)  (E)  (F)  (G)   (H)  (I) 

        

Function (T) or (G) 

       Functional 

Allocator 

 Functionalized 

Proceeds 

 FERC 

Line  Date  Property Description    Basis  Proceeds  (Gain) / Loss    Account 

        T =  Transmission        (Gain) / Loss   

        G = General            

1    

  

                              -     0.000%                           -       

                 

                 

2    

  

                              -     0.000%                           -       

                 

                 

3    

  

                              -     0.000%                           -       

                 

                 

4          Net (Gain) or Loss for Rate Year                     -                                -      
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AEP East Companies          

Cost of Service Formula Rate Using Actual/Projected FF1 Balances         

Worksheet O - Calculation of Postemployment Benefits Other than Pensions Expenses Allocable to Transmission Service     

COMPANY NAME HERE          

1 Total AEP East Operating Company PBOP Settlement Amount         

 Allocation of PBOP Settlement Amount for Rate Year:         

  Total Company Amount       

  

Actual Expense (Including 

AEPSC Billed OPEB) 

Ratio of Company 

Actual to Total 

Allocation of PBOB 

Recovery Allowance 

   

One Year Functional 

Expense (Over)/Under 

  

  

Labor Allocator for 

Rate Year 

 

 Allowable 

Expense  

  

Line

# Company  Actual Expense    

           

  (A) (B)=(A)/Total (A)  (C )=(B) *  1 (D)  (E)=(A) * (D)   (F)=(C) * (D)   (G)=(E) - (F)    

  (Line 14)         

2 APCo   0.00%                              -      

                                

-    

                             

-                                 -      

3 I&M   0.00%                              -      

                                

-    

                             

-                                 -      

4 KPCo   0.00%                              -      

                                

-    

                             

-                                 -      

        

5 KNGP   0.00%                              -      

                                

-    

                             

-                                 -      

6 OPCo   0.00%                              -      

                                

-    

                             

-                                 -      

7 WPCo   0.00%                              -      

                                

-    

                             

-                                 -      

8 Sum of Lines 2 to 7                                -                                  -     

                                

-    

                             

-                                 -      

 Detail of Actual PBOP Expenses to be Removed in Cost of Service        

   APCo I&M KPCo KNGSPT OPCo WPCo 

AEP East 

Total 

9 Direct Charged PBOP Expense per Actuarial Report                                 -  

10 

Additional PBOP Ledger Entries (from 

Company Records)               

11 Medicare Subsidy                                  -  

12 Net Company Expense (Ln 9 +  Ln 10 + Ln  11)                               -                                 -                                    -  

                               

-  

                               

-                                    -                      -  

13 

PBOP Expenses From AEP Service Corporation (from Company Records) 

                                -  

        

14 Company PBOP Expense (Ln 12 + Ln  13)                             -                                 -                                    -    

                             

-    

                             

-                                    -        

         

Note:  

For the rate year 2017 and adjusted every four years thereafter, using the annual actuarial report produced for that year, filed as part of the informational filing, Worksheet O will be used to adjust PBOP costs for the next four years (i.e. 2017, 2018, 2019, 2020).  If the 

annual actuarial report projects PBOP costs during the next four years, taken together with the then current cumulative PBOP cost/allowance position, will, absent a change in the PBOP allowance, cause the AEP Companies to over or under collect their cumulative 

PBOP costs by more than 20% of the projected next four year’s total cost, the PBOP allowance shall be adjusted. Worksheet O will be used in the process of updating the PBOP allowance determining (a)  the level of cumulative over or under collections during the 

period since the PBOP allowance was last set, including carrying costs based on the weighted average cost of capital (“WACC”) each year from the formula actual rate; (b) the cumulative net present value of projected PBOP costs during the next four years, as 

estimated by the then current actuarial report, assuming a discount rate equal to the actual formula rate WACC for the prior calendar year; and (c) the cumulative net present value of continued collections over the next four years based on the then effective PBOP 

allowance, assuming a discount rate equal to the prior year WACC.  If the absolute value of (a)+(b)-(c) exceeds 20% of (b), then the PBOP allowance used in the formula rate calculation shall be changed to the value that will cause the projected result of (a)+(b)+(c) to 

equal zero.  If the projected over or under collection during the next four years will be less than 20% of (b), then the PBOP allowance will continue in effect for the next four years at the then effective rate.  If it is determined through this procedure AEP Companies 

will over-recover or under-recover actual PBOP expenses by more than 20% over the subsequent four-year period, AEP shall make a filing under FPA Section 205 to change the PBOP expense stated in the formula rate shown on Worksheet O.  No other changes to 

the formula rate may be included in that filing. 
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AEP EAST COMPANIES 

Worksheet  - P CALCULATION OF 

TOTAL WEIGHTED AVERAGE DEPRECIATION RATES 

FOR TRANSMISSION PLANT PROPERTY ACCOUNT 

EFFECTIVE AS OF 3/6/2019 

FOR MULTIPLE JURISDICTION COMPANIES 

APPALACHIAN POWER COMPANY 

  VIRGINIA  WEST VIRGINIA  FERC WHOLESALE  FERC KINGSPORT  COMPANY 

  (1)    (2)    (3)    (4)     

     WTD AVG.  PSC OF WV  WTD AVG.    WTD AVG.    WTD AVG.  WTD AVG. 

 PLANT VA SCC ALLOCATION DEPREC.  APPROVED ALLOCATION DEPREC.  FERC ALLOCATION DEPREC.  FERC ALLOCATION DEPREC.  DEPREC. 

 ACCT. RATES FACTOR  (5) RATE  RATES FACTOR  (5) RATE  RATES FACTOR  (5) RATE  RATES FACTOR  (5) RATE  RATE 

 TRANSMISSION PLANT                                     

  Land Rights - Va. 

350.

1 0.66% 1.000000  0.66%              0.66% 

 Energy Storage Equipment (6) 351.0     14.22% 1.000000 14.22%          14.22% 

  Structures & Improvements 352.0 1.55% 0.492648 0. 76%  1.62% 0.414603 0.67%  2.19% 0.033874  0.07%  2.19% 0.058874  0.13%  1.63% 

  Station Equipment 353.0 1.95% 0.492648 0. 96%  2.37% 0.414603 0.98%  2.19% 0.033874  0.07%  2.19% 0.058874 0.13%  2.14% 

  Towers & Fixtures 354.0 1.14% 0.492648 0.56%  1.59% 0.414603 .0.66%  2.19% 0.033874 0.07%  2.19% 0.058874  0.13%  1.42% 

  Poles & Fixtures 355.0 2.77% 0.492648 1.36%  2.71% 0.414603 1.12%  2.19% 0.033874 0.07%  2.19% 0.058874  0.13%  2.68% 

  Overhead Conductor 356.0 1.01% 

0..49264

8 0.50%  1.53% 0.414603 .0.63%  2.19% 0.033874 0.07%  2.19% 0.058874  0.13%  1.33% 

  Underground Conduit 357.0 1.23% 0.492648  0.61%  3.71% 0.414603 1.54%  2.19% 0.033874 0.07%  2.19% 0.058874  0.13%  2.35% 

  Underground Conductors 358.0 3.18% 0.492648 1.57%  5.24% 0.414603 2.17%  2.19% 0.033874 0.07%  2.19% 0.058874 0.13%  3.94% 

  GENERAL PLANT                   

  Structures and Improvements 390.0 1.50% 0.519557  0.78%  1.91% 0.425935  0.81%  3.43% 0.019780  0.07%  3.43% 0.034728  0.12%  1.78% 

  Office Furniture and Equip. 391.0 2.78% 0.519557  1.44%  3.17% 0.425935  1.35%  3.43% 0.019780  0.07%  3.43% 0.034728  0.12%  2.98% 

  Transportation Equipment 392.0 0.00% 0.519557  0.00%  3.40% 0.425935  1.45%  3.43% 0.019780  0.07%  3.43% 0.034728  0.12%  1.64% 

  Stores Equipment 393.0 1.60% 0.519557  0.83%  1.80% 0.425935  0.77%  3.43% 0.019780  0.07%  3.43% 0.034728  0.12%  1.79% 

Tools, Shop and Garage                              

Equipment 394.0 2.07% 0.519557  1.08%  2.57% 0.425935  1.09%  3.43% 0.019780  0.07%  3.43% 0.034728  0.12%  2.36% 

  Laboratory Equipment 395.0 1.53% 0.519557  0.79%  4.01% 0.425935  1.71%  3.43% 0.019780  0.07%  3.43% 0.034728  0.12%  2.69% 

  Power Operated Equipment 396.0 0.00% 0.519557  0.00%  3.90% 0.425935  1.66%  3.43% 0.019780  0.07%  3.43% 0.034728  0.12%  1.85% 

  Communications Equipment 397.0 3.27% 0.519557  1.70%  4.98% 0.425935  2.12%  3.43% 0.019780  0.07%  3.43% 0.034728  0.12%  4.01% 

  Micellaneous Equipment 398.0 2.51% 0.519557  1.30%  2.70% 0.425935  1.15%  3.43% 0.019780  0.07%  3.43% 0.034728  0.12%  2.64% 

                   

                   

  (1) As approved in VA Case No. PUE 2011-00037 on Nov. 30, 2011. (3)   

Approved by FERC March 2, 1990 in Docket ER90-

132             

        Depreciation rates were made effective on February 1, 2012.               

     (4)   Approved by FERC March 2, 1990 in Docket ER90-133         

 (2)  Approved by PSC of WV Order dated February 27, 2019 in               
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        Case No. 18-0645-E-D effective March 6, 2019. (5)   The demand allocation factors are updated annually as of January 1, based on the  12 monthly CP's as of the previous September 30th.       

      

Energy Storage Equipment is a new account established per FERC Order 784. 

 

     (6)   

GENERAL NOTES:              

 The rates for each AEP company have been approved by their respective regulatory commissions.              

APCo falls under the authority of Virginia, West Virginia and the FERC.  Therefore, APCo's rates are a composite of the jurisdictions under which it operates. Each jurisdictions' rate is multiplied by an allocation factor, and the product for each jurisdiction is added with 

the other jurisdictions to derive the composite rate for the company. 

AEP will make a 205 filing whenever a company's rates are changed by their commission(s), or if the methodology to calculate the jurisdictional allocator in multiple-state companies changes.   Changes in the allocation factors will not necessitate a 205 filing. 
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AEP EAST COMPANIES 

Worksheet  - P CALCULATION OF 

TOTAL WEIGHTED AVERAGE DEPRECIATION RATES 

FOR TRANSMISSION PLANT PROPERTY ACCOUNT 

EFFECTIVE AS OF March 11, 2020 

FOR MULTIPLE JURISDICTION COMPANIES 

INDIANA MICHIGAN POWER COMPANY 

  INDIANA  MICHIGAN  FERC WHOLESALE  

TOTAL 

COMPANY 

  (1)    (2)    (3)     

     WTD AVG.  MPSC  WTD AVG.    WTD AVG.  WTD AVG. 

 PLANT IURC ALLOCATION DEPREC.  APPROVED ALLOCATION DEPREC.  FERC ALLOCATION DEPREC.  DEPREC. 

 ACCT. RATES FACTOR  (4) RATE  RATES FACTOR  (4) RATE  RATES FACTOR  (4) RATE  RATE 

 TRANSMISSION 

PLANT                             

  Land Improvements 350.1 1.66% 0.6623353 1.0995%  1.62% 0.3376647 0.5470%  1.62% 0.3376647 0.5470%  1.65% 

  Structures & 

Improvements 352.0 1.77% 0.6623353 1.1723%  1.74% 0.3376647 0.5875%  1.74% 0.3376647 0.5875%  1.76% 

  Station Equipment 353.0 2.43% 0.6623353 1.6095%  2.41% 0.3376647 0.8138%  2.41% 0.3376647 0.8138%  2.42% 

  Towers & Fixtures 354.0 2.57% 0.6623353 1.7022%  2.45% 0.3376647 0.8273%  2,45% 0.3376647 0.8273%  2.53% 

  Poles & Fixtures 355.0 3.19% 0.6623353 2.1128%  3.17% 0.3376647 1.0704%  3.17% 0.3376647 1.0704%  3.18% 

  Overhead Conductors 356.0 2.35% 0.6623353 1.5565%  2.28% 0.3376647 0.7699%  2.28% 0.3376647 0.7699%  2.33% 

  Underground Conduit 357.0 2.30% 0.6623353 1.5234%  2.21% 0.3376647 0.7462%  2.21% 0.3376647 0.7462%  2.27% 

  Underground 

Conductors 358.0 1.93% 0.6623353 1.2783%  1.90% 0.3376647 0.6416%  1.90% 0.3376647 0.6416%  1.92% 

  Trails & Roads 359.0 1.61% 0.6623353 1.0664%  1.59% 0.3376647 0.5369%  1.59% 0.3376647 0.5369%  1.60% 

  GENERAL PLANT               

  Structures and 

Improvements 390.0 2.08% 

0.6818683 

1.4183%  2.08% 0.3181317 0.6617%  2.08% 0.3181317 0.6617%  2.08% 

  Office Furniture and 

Equip. 391.0 4.79% 

0.6818683 

3.2661%  4.84% 

0.3181317 

1.5398%  4.84% 0.3181317 1.5398%  4.81% 

  Transportation 

Equipment 392.0 4.64% 

0.6818683 

3.1639%  4.68% 

0.3181317 

1.4889%  4.68% 0.3181317 1.4889%  4.65% 

  Stores Equipment 393.0 7.35% 0.6818683 5.0117%  7.38% 0.3181317 2.3478%  7.38% 0.3181317 2.3478%  7.36% 

Tools, Shop and 

Garage  Equipment 394.0 6.99% 

0.6818683 

4.7663%  7.07% 

0.3181317 

2.2492%  7.07% 0.3181317 2.2492%  7.02% 

  Laboratory 

Equipment 395.0 5.41% 

0.6818683 

3.6889%  5.46% 

0.3181317 

1.7370%  5.46% 0.3181317 1.7370%  5.43% 

  Power Operated 

Equipment 396.0 4.81% 

0.6818683 

3.2798%  4.90% 

0.3181317 

1.5588%  4.90% 0.3181317 1.5588%  4.84% 

  Communications 

Equipment 397.0 3.91% 

0.6818683 

2.6661%  3.93% 

0.3181317 

1.2503%  3.93% 0.3181317 1.2503%  3.92% 

  Micellaneous 

Equipment 398.0 3.32% 

0.6818683 

2.2638%  3.35% 

0.3181317 

1.0657%  3.35% 0.3181317 1.0657%  3.33% 

               

  (1) As approved in Indiana Cause No. 45235 effective March 11, 2020.               

  (2) As approved in Michigan Case No. U-20359 effective February 1, 2020.               

  (3) FERC wholesale formula rate agreements specify that the depreciation rates in the formula rates change upon approval of MPSC rates in the Michigan jurisdiction. 
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  (4) The rates approved for each jurisdiction are updated when approved by that commission.  These demand-based allocation factors for all jurisdictions are updated when new rates are approved in one of the jurisdictions.  These allocation factors reflect I&M's 12 

monthly Coincident Peaks during test year of the most recent rate case. 

GENERAL NOTES:               

The rates for each AEP company have been approved by their respective regulatory commissions.           

I&M falls under the authority of Indiana, Michigan and the FERC.  Therefore, I&M's rates are a composite of the jurisdictions under which it operates. Each jurisdictions' rate is multiplied by an allocation factor, and the product for each jurisdiction is 

added with the other jurisdictions to derive the composite rate for the company. 
 

 

AEP will make a 205 filing whenever a company's rates are changed by their commission(s), or if the methodology to calculate the jurisdictional allocator in multiple-state companies changes.   Changes in the allocation factors will not necessitate a 205 filing. 
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AEP EAST COMPANIES 

PJM FORMULA RATE 

WORKSHEET P - TRANSMISSION DEPRECIATION RATES 

EFFECTIVE AS OF 9/1/2016 

FOR SINGLE JURISDICTION COMPANIES 

KINGSPORT POWER COMPANY 

     

 PLANT   

 ACCT. RATES  

  Note 1  

 TRANSMISSION PLANT      

    

  Structures & Improvements 352.0 1.04%  

  Station Equipment 353.0 1.49%  

  Towers & Fixtures 354.0 0.12%  

  Poles & Fixtures 355.0 2.14%  

  Overhead Conductors 356.0 0.77%  

  Underground Conduit 357.0 Note 2  

  Underground Conductors 358.0 Note 2  

  Composite Transmission Depreciation Rate  1.46%  

    

GENERAL PLANT    

Structures & Improvements 390.0 1.71%  

Office Furniture & Equipment 391.0 2.82%  

Stores Equipment 393.0 2.22%  

Tools Shop & Garage Equipment 394.0 3.12%  

Laboratory Equipment 395.0 3.17%  

Communication Equipment 397.0 3.32%  

Miscellaneous Equipment 398.0 4.92%  

    

 Total General Plant 3.25%  

    

Reference:    

 

Note 1:   Rates Approved In Tennessee Regulatory Authority Docket No. 16-00001. 

    

Note 2:  Kingsport Power Company does not have investment in plant accounts 357 or 358.  Therefore, there are no depreciation rates approved for 

these plant accounts. 

 

 

    

 

General Note    

AEP will make a 205 filing whenever a company's rates are changed by their commission(s), or if the methodology to calculate the jurisdictional 

allocator in multiple-state companies changes.   Changes in the allocation factors will not necessitate a 205 filing. 
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AEP EAST COMPANIES 

PJM FORMULA RATE 

WORKSHEET P - TRANSMISSION DEPRECIATION RATES 

EFFECTIVE AS OF 7/1/2015 

FOR SINGLE JURISDICTION COMPANIES 

KENTUCKY  POWER COMPANY 

      

 PLANT   

 ACCT. RATES  

  Note 1  

 TRANSMISSION PLANT      

    

Land Rights 350.1 1.44%  

  Structures & Improvements 352.0 2.08%  

  Station Equipment 353.0 2.15%  

  Towers & Fixtures 354.0 2.61%  

  Poles & Fixtures 355.0 3.95%  

  Overhead Conductors 356.0 2.91%  

  Underground Conduit 357.0 2.99%  

  Underground Conductors 358.0 2.62%  

  GENERAL PLANT    

  Land and Land Rights 389.1 1.59%  

  Structures and Improvements 390.0 3.97%  

  Office Furniture and Equip. 391.0 3.20%  

  Transportation Equipment 392.0 3.52%  

  Stores Equipment 393.0 4.15%  

  Tools, Shop and Garage  Equipment 394.0 4.20%  

Laboratory Equipment 395.0 5.76%  

  Power Operated Equipment 396.0 5.43%  

  Communications Equipment 397.0 5.66%  

  Micellaneous Equipment 398.0 6.73%  

    

Reference:    

 

Note 1:   Rates Approved in Kentucky Public Service Commission Case No. 2014-00396. 

  

General Note:    

 

AEP will make a 205 filing whenever a company's rates are changed by their commission(s), or if the methodology to 

calculate the jurisdictional allocator in multiple-state companies changes.   Changes in the allocation factors will not 

necessitate a 205 filing. 
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AEP EAST COMPANIES 

PJM FORMULA RATE 

WORKSHEET P - TRANSMISSION DEPRECIATION RATES 

EFFECTIVE AS OF 1/1/2012 

FOR SINGLE JURISDICTION COMPANIES 

OHIO POWER COMPANY 

     

 PLANT  

RATES 

Note 1 

 ACCT.   

    

 TRANSMISSION PLANT (Note 1)      

  Structures & Improvements 352.0  2.02% 

  Station Equipment 353.0  2.29% 

    

   Twrs and Fixtures Above 69 KV 354.0  1.88% 

   Twrs and Fixtures Below 69 KV 354.0  1.88% 

    

   Poles and Fixtures Above 69 KV 355.0  3.52% 

   Poles and Fixtures Below 69 KV 355.0  3.52% 

    

   Overhead Conductor & Devices Above 69KV 356.0  1.91% 

   Overhead Conductor & Devices MSP 356.0  1.91% 

   Overhead Conductor & Devices 138KV/Above 356.0  1.91% 

   Overhead Conductor & Devices 69KV/Below 356.0  1.91% 

   Overhead Conductor & Devices CLR 69KV/Below 356.0  1.91% 

    

  Underground Conduit 357.0  2.26% 

  Underground Conductors 358.0  3.27% 

    

  GENERAL PLANT (Note 2)    

  Structures and Improvements 390.0  2.17% 

  Office Furniture and Equip. 391.0  3.33% 

  Transportation Equipment 392.0  2.00% 

  Stores Equipment 393.0  2.94% 

  Tools, Shop and Garage  Equipment 394.0  3.53% 

Laboratory Equipment 395.0  3.57% 

  Power Operated Equipment 396.0  3.85% 

  Communications Equipment 397.0  2.86% 

  AMI - Communications Equipment 397.16  6.67% 

  Micellaneous Equipment 398.0  4.00% 

       

    

    

Reference:    

Note 1:  These are the weighted average of the depreciation rates in effect for Columbus 

Southern Power and Ohio Power prior to the merger of Columbus Southern into Ohio 

Power.    

Note 2: General Plant depreciation rates were updated as a result of the order issued in Cases No 16-1852-EL-SSO and 16-1853-

EL-SSO.  

General Note:    

 

AEP will make a 205 filing whenever a company's rates are changed by their commission(s), or if the methodology to 

calculate the jurisdictional allocator in multiple-state companies changes.   Changes in the allocation factors will not 

necessitate a 205 filing. 
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AEP EAST COMPANIES 

PJM FORMULA RATE 

WORKSHEET P - TRANSMISSION DEPRECIATION RATES 

EFFECTIVE AS OF 3/6/2019 

FOR SINGLE JURISDICTION COMPANIES 

WHEELING POWER COMPANY 

     

 PLANT   

 ACCT. RATES  

  Note 1  

 TRANSMISSION PLANT      

    

  Structures & Improvements 352.0 1.15%  

  Station Equipment 353.0 2.22%  

  Towers & Fixtures 354.0 2.65%  

  Poles & Fixtures 355.0 2.41%  

  Overhead Conductors 356.0 1.32%  

  Underground Conduit 357.0 9.94%  

  Underground Conductors 358.0 13.98%  

  Trails & Roads 359.0 -  

    

  GENERAL PLANT    

  Structures and Improvements 390.0 1.08% 

  Office Furniture and Equip. 391.0 2.13% 

  Stores Equipment 393.0 1.78% 

  Tools, Shop and Garage  Equipment 394.0 1.65.% 

  Communications Equipment 397.0 5.09% 

  Micellaneous Equipment 398.0 2.76% 

    

Note 1:   Rates Approved in WV Public Service Commission Case No. 18-0645-E-D. 

General Note:    

 

AEP will make a 205 filing whenever a company's rates are changed by their commission(s), or if the methodology to 

calculate the jurisdictional allocator in multiple-state companies changes.   Changes in the allocation factors will not 

necessitate a 205 filing. 
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AEP East Companies 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

Worksheet Q – True-up With Interest 

(Hypothetical Example) 

         

Reconciliation Revenue Requirement For 

Year 2018 Available May 25, 2019 

  

2018 Revenue Requirement  

Forecast by October 31, 2017 

  

True-up 

Adjustment - 
Over (Under) 

Recovery 

  
- - 

 

- = 

 

- 

  

         

 

  

Over (Under) Recovery 

Plus Interest 

Average 

Monthly 

Interest Rate Months 

 Calculated 

Interest  Amortization 

Surcharge 

(Refund) 

Owed 

Interest Rate on Amount of Refunds or Surcharges (Note 1) 0.2780% 

    
An over or under collection will be recovered prorata over 2018, held for 2019 and returned prorata over 2020 

         
Calculation of Interest 

     
Monthly 

  January Year 2018 - 0.2780% 12 -  - 

February Year 2018 - 0.2780% 11 -  - 

March Year 2018 - 0.2780% 10 -  - 
April Year 2018 - 0.2780% 9 -  - 

May Year 2018 - 0.2780% 8 -  - 

June Year 2018 - 0.2780% 7 -  - 
July Year 2018 - 0.2780% 6 -  - 

August Year 2018 - 0.2780% 5 -  - 

September Year 2018 - 0.2780% 4 -  - 

October Year 2018 - 0.2780% 3 -  - 
November Year 2018 - 0.2780% 2 -  - 

December Year 2018 - 0.2780% 1 -  - 

     
  -   - 

       

    

 

      
 Annual  

  
January  through December Year 2019 - 0.2780% 12 - 

 

- 

         
Over (Under) Recovery Plus Interest Amortized and Recovered Over 12 Months 

  
 Monthly  

  
January Year 2020 

- 
0.2780% 

 

- - - 

February Year 2020 
- 

0.2780% 

 

- - - 

March Year 2020 
- 

0.2780% 
 

- - - 

April Year 2020 
- 

0.2780% 

 

- - - 

May Year 2020 
- 

0.2780% 

 

- - - 

June Year 2020 
- 

0.2780% 

 

- - - 

July Year 2020 
- 

0.2780% 
 

- - - 

August Year 2020 
- 

0.2780% 

 

- - - 

September Year 2020 
- 

0.2780% 

 

- - - 

October Year 2020 
- 

0.2780% 

 

- - - 

November Year 2020 
- 

0.2780% 
 

- - - 

December Year 2020 
- 

0.2780% 

 

- - - 

     

  -  

 

         
True-Up Adjustment with Interest 

      

- 

 
Less Over (Under) Recovery 

      

- 

 
Total Interest 

      

- 

 Note 1:  The interest rate to be applied to the over recovery or under recovery amounts will be determined using the average monthly FERC interest rate (as determined pursuant to 18 C.F.R. 
section 35.19a) for the twenty (20) months from the beginning of the rate year being trued-up through August 31 of the following year. 
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ATTACHMENT H-20 

 

Annual Transmission Rates – AEP Transmission Companies (AEPTCo)
1
 In the AEP Zone 

 

1. The annual transmission revenue requirement is equal to the results of the AEPTCo 

formula and its associated attachments shown in Attachment H-20B posted on the 

PJM Internet site (“Formula Rate”) which reflects the facilities within PJM and the 

associated revenue requirements of AEPTCo.  The rates determined pursuant to 

Attachment H-20B shall be implemented pursuant to the Formula Rate 

Implementation Protocols set forth in Attachment H-20A. 
 

2. Determination of monthly charges for AEP Zone: On a monthly basis, revenue credits 

shall be calculated based on the sum of AEPTCo’s share of revenues collected during the 

month from: (i) the PJM Border Rate under Schedule 7; (ii) Network Integration 

Transmission Service to Non-Zone Network Load under Attachment H-A; and (iii) Firm 

Point-To-Point Transmission Service where the Point of Delivery is internal to the AEP 

Zone. The sum of these revenue credits and potential charges will appear as an 

adjustment (reduction) to the gross monthly rate stated above on a Transmission 

Customer’s bill in that month for service under this schedule. 

 

3. The revenue requirement in (1) shall be effective until amended by AEPTCo or 

modified by the Commission. 

 

4. In addition to the rate set forth in section (1) above, the Network Customer 

purchasing Network Integration transmission Service shall pay for transmission 

congestion charges, and any other applicable charges, in accordance with the 

provisions of this Tariff, and any amounts necessary to reimburse the Transmission 

Owners for any amounts payable to them as sales, excise, “btu,” carbon, value-added, 

or similar taxes (other than taxes based upon or measured by net income) with respect 

to the amounts payable pursuant to the Tariff. 

 

 

                                                 
1
  AEPTCo subsidiaries in PJM include AEP Appalachian Transmission Company, Inc., 

AEP Indiana Michigan Transmission Company, Inc., AEP Kentucky Transmission 

Company, Inc, AEP Ohio Transmission Company, Inc., and AEP West Virginia 

Transmission Company, Inc.   
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ATTACHMENT H-20 A 

 

THE AEP TRANSMISSION COMPANIES IN THE AEP ZONE 

FORMULA RATE IMPLEMENTATION PROTOCOLS 

The formula rate template (“Template”), and these formula rate implementation 

protocols (“Protocols”) together comprise the filed rate (“Formula Rate”) of  AEP Appalachian 

Transmission Company Inc., AEP Indiana Michigan Transmission Company Inc., AEP 

Kentucky Transmission Company Inc., AEP Ohio Transmission Company Inc., and AEP West 

Virginia Transmission Company Inc. (collectively “AEPTCo”) for transmission revenue 

requirement determinations under the PJM Interconnection, LLC (“PJM”) Open Access 

Transmission Tariff (“PJM Tariff”).  AEPTCo shall follow the instructions specified in the 

Formula Rate to calculate annually its net annual transmission revenue requirement, as set forth 

at Attachment H-20B, page 1, line 4 of the Template (“Net Revenue Requirement”).  The Net 

Revenue Requirement shall be determined for January 1 to December 31 of a given calendar 

year (the “Rate Year”). The Formula Rate shall become effective for recovery of AEPTCo’s 

Net Revenue Requirement upon the effective date for incorporation into the PJM Tariff through 

a filing with the Federal Energy Regulatory Commission (“FERC” or “Commission”) under 

Section 205 of the Federal Power Act (“FPA”), 16 U.S.C. § 824d.         

Section 1. Annual Projection 

a. No later than October 31 preceding a Rate Year, and each subsequent Rate Year, 

AEPTCo shall determine its projected Net Revenue Requirement for the upcoming Rate 

Year in accordance with the Formula Rate (“Annual Projection”). The Annual Projection 

shall include the True-Up Adjustment described and defined in Section 2 below, if 

applicable.  AEPTCo shall cause an electronic version of the Annual Projection to be 

posted in both a Portable Document Format (“PDF”) and fully-functioning Excel file at a 
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publicly accessible location on PJM’s internet website and OASIS.  The date on which 

the posting occurs shall be that year’s “Annual Projection Publication Date.”   

b. The posting of the Annual Projection shall: 

(i) Provide the Formula Rate calculations and all inputs thereto, as well as supporting 

documentation and workpapers for data that are used in the projected Net 

Revenue Requirement; 

(ii) Include all inputs in sufficient detail to identify the components of AEPTCo’s 

projected Net Revenue Requirement, explanations of the bases for the projections 

and input data, and sufficient detail and explanation to enable Interested Parties
1
 

to replicate the calculation of the projected Net Revenue Requirement;   

(iii) With respect to any Accounting Changes (as that term is defined in Section 3.e.iii)  

A.  Identify any Accounting Changes including:  

i. The initial implementation of an accounting standard or policy; 

ii. The initial implementation of accounting practices for unusual or 

unconventional items where FERC has not provided specific 

accounting direction;  

iii. Correction of errors and prior period adjustments that impact the 

projected Net Revenue Requirement calculation;  

iv. The implementation of new estimation methods or policies that 

change prior estimates; and  

v. Changes to income tax elections;  

                                                 
1
 As used in these Protocols, “Interested Parties” shall include but not be limited to: (i) any Eligible Customer 

under the PJM Tariff; (ii) any regulatory agency with rate jurisdiction over a public utility located within the PJM 

footprint; (iii) any consumer advocate authorized by state law to review and contest the rates for any such public 

utility; and (iv) any party with standing under FPA section 205 or section 206. 
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B. Identify items included in the projected Net Revenue Requirement at an 

amount other than on a historic cost basis (e.g., fair value adjustments);  

C. Identify any reorganization or merger transaction during the previous year 

and explain the effect of the accounting for such transaction(s) on inputs to 

the projected Net Revenue Requirement; and  

D. Provide, for each item identified pursuant to Section 1.b.iii.A - C of these 

Protocols, a narrative explanation of the individual impact of such changes 

on the projected Net Revenue Requirement. 

(iv) Include the following information related to affiliate cost allocation: 

A. A detailed description of the methodologies used to allocate and directly 

assign costs between AEP and its affiliates by service category or 

function, including any changes to such cost allocation methodologies 

from the prior year, and the reasons for those changes; and 

B. The magnitude of such costs that have been allocated or directly assigned 

between AEP and each affiliate by service category or function.  

 c.  If the date for making the posting of the Annual Projection should fall on a weekend or a 

holiday recognized by FERC, then the posting shall be made no later than the next 

business day.
2
  Within five (5) calendar days of the posting, PJM shall provide notice of 

such posting via the PJM Members Committee email subscription (“PJM Exploder List”).  

Interested Parties can subscribe to the PJM Exploder List on the PJM website.   

d. Together with the posting of the Annual Projection, AEPTCo shall cause to be posted on 

the PJM internet website and OASIS, and distributed to the PJM Exploder List, the time, 

                                                 
2
 For the purposes of these Protocols, if any deadline included in these Protocols should fall on a weekend or a 

holiday recognized by FERC, then the deadline shall be extended to no later than the next business day. 
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date, location, and remote-access information for a stakeholder meeting with Interested 

Parties in order for AEPTCo to explain its Annual Projection and to provide Interested 

Parties an opportunity to seek information and clarifications regarding the Annual 

Projection (“Annual Projection Meeting”). The Annual Projection Meeting shall be held 

no less than twenty (20) business days and no more than thirty (30) business days after 

the posting of the Annual Projection. Notice of the Annual Projection Meeting shall be 

provided via the PJM Exploder List no less than seven (7) calendar days prior to the 

meeting.  AEPTCo will provide remote access to the Annual Projection Meeting in 

order to ease burdens (e.g. travel costs) to ensure all Interested Parties have the 

opportunity to participate.  

e. To the extent AEPTCo agrees to make changes in the Annual Projection for a given 

Rate Year, such revised Annual Projection shall be promptly posted at a publicly 

accessible location on PJM’s internet website and OASIS, and e-mailed to the PJM 

Exploder List.  Changes posted prior to November 30 preceding the Rate Year, or the 

next business day if November 30 is not a business day (or such later date as can be 

accommodated under PJM’s billing practices), shall be reflected in the Annual 

Projection for the Rate Year; changes posted after that date will be reflected, as 

appropriate, in the True-Up Adjustment for the Rate Year.   

f. The Annual Projection, including the True-Up Adjustment, for each Rate Year shall be 

subject to review, challenge, true-up, and refunds or surcharges with interest, to the 

extent and in the manner provided in these Protocols. 

Section 2.  True-Up Adjustment 
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AEPTCo will calculate the amount of under- or over-collection of its actual Net Revenue 

Requirement during the preceding Rate Year (“True-Up Adjustment”) after the FERC Form No. 

1 data for that Rate Year has been filed with the Commission.  The True-Up Adjustment shall be 

the sum of the True-Up Adjustment Over/Under Recovery as determined in Section 2(a) and the 

Interest on the True-Up Adjustment Over/Under Recovery as determined in Section 2(b): 

 

a.  AEPTCo’s projected Net Revenue Requirement collected during the previous Rate Year
3
 

will be compared to AEPTCo’s actual Net Revenue Requirement for the previous Rate 

Year calculated in accordance with  AEPTCo’s Formula Rate and based upon (i) 

AEPTCo’s FERC Form No. 1 for that same Rate Year, (ii) any FERC orders specifically 

applicable to AEPTCo’s calculation of its annual revenue requirement, (iii) the books and 

records of AEPTCo (which shall be maintained consistent with the FERC Uniform 

System of Accounts (“USofA”)), (iv) FERC accounting policies and practices applicable 

to the calculation of annual revenue requirements under formula rates, and (v) any 

aspects of the PJM Tariff Governing Documents that apply to the calculation of annual 

revenue requirements under individual transmission owner formula rates,
4
 to determine 

any over- or under-recovery (“True-Up Adjustment Over/Under Recovery”).   

                                                 
3
 If the initial use of this Formula Rate covers only part of a calendar year, the initial projected annual Net Revenue 

Requirement will be divided by 12 to calculate the monthly projected cost of service to be collected each month it is 

effective that first year.  Similarly, the actual Net Revenue Requirement will be divided by 12 to calculate the actual 

monthly cost of service to be collected during those same months of that year.  Similar calculations of projected Net 

Revenue Requirement and actual Net Revenue Requirement will be made for the months prior to the effective date 

of this Formula Rate using the previous formula rate in effect during those months. The actual Net Revenue 

Requirements computed under each of the two formula rate periods that initial Rate Year will be added together to 

obtain the total actual Net Revenue Requirement. The first True-up Adjustment will compare this total actual Net 

Revenue Requirement to the Net Revenue Requirement collected under the two formulas for that initial Rate Year. 

4
 PJM Tariff Governing Documents include the PJM Tariff, Bylaws, Criteria, and Membership Agreements. 
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b. Interest on any True-Up Adjustment Over/Under Recovery shall be calculated for the 

thirty-six (36) months during which the over or under recovery in the revenue 

requirement remains outstanding (i.e., from January 1 of the Rate Year being trued-up  

through December 31 of the year in which the True-Up Adjustment Over/Under recovery 

is credtited or collected).   The interest rate to be applied to the True-Up Adjustment 

Over/Under Recovery amounts will be determined using the average monthly FERC 

Interest Rate (as determined pursuant to 18 C.F.R. § 35.19a) for the twenty (20) months 

from the beginning of the Rate Year being trued-up through August 31 of the following 

year.  

Section 3.  Annual Update 

a. On or before May 25 following each Rate Year, AEPTCo shall calculate its actual Net 

Revenue Requirement and the True-Up Adjustment as described in Section 2 (“Annual 

Update”) for such Rate Year and, together with such other information described in this 

Section 3, shall cause such Annual Update to be posted, in both a PDF and fully-

functioning Excel format, at a publicly accessible location on PJM’s internet website 

and OASIS.  Within five (5) calendar days of such posting, PJM shall provide notice of 

such posting via the PJM Exploder List.    

b. If the date for making the Annual Update posting should fall on a weekend or a holiday 

recognized by the FERC, then the posting shall be due on the next business day. 

c. The date on which the posting occurs shall be that year’s “Annual Update Publication 

Date.” 

d. Together with the posting of the Annual Update, AEPTCo shall cause to be posted on 

the PJM website and OASIS the time, date, location, and remote-access information for 
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a stakeholder meeting with Interested Parties in order for AEPTCo to explain its Annual 

Update and to provide Interested Parties an opportunity to seek information and 

clarifications regarding the Annual Update (“Annual Update Meeting”). Notice of the 

Annual Update Meeting shall be provided via the PJM Exploder List no less than seven 

(7) calendar days prior to the meeting.  The Annual Update Meeting shall be held no 

less than twenty (20) business days and no more than thirty (30) business days after the 

Annual Update Publication Date.  AEPTCo will provide remote access to the Annual 

Update Meeting in order to ease burdens (e.g. travel costs) to ensure all Interested 

Parties have the opportunity to participate.   

e. The Annual Update posting for the Rate Year: 

(i)  Shall provide, via the Formula Rate worksheets, sufficiently detailed supporting 

documentation for data (and all adjustments thereto or allocations thereof) used in 

the Formula Rate that are not stated in the FERC Form No. 1;
5
 

(ii) Shall provide sufficient detail and sufficient explanation to enable Interested 

Parties to replicate the calculation of the Annual Update results from the FERC 

Form No. 1 and verify that each input to the Template is consistent with the 

requirements of the Formula Rate; 

(iii) Shall identify:  

                                                 
5
 It is the intent of the Formula Rate, including the supporting explanations and allocations described therein, that 

each input to the Formula Rate for purposes of determining the actual Net Revenue Requirement for a given Rate 

Year will be either taken directly from the FERC Form No. 1 or reconcilable to the FERC Form No. 1 by the 

application of clearly identified and supported information.  If the referenced form is superseded, the successor 

form(s) shall be utilized and supplemented as necessary to provide equivalent information as that provided in the 

superseded form.  If the referenced form is discontinued, equivalent information as that provided in the discontinued 

form shall be utilized. 
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A. Any change in accounting that affects inputs to the Template or the 

resulting charges billed under the Formula Rate (“Accounting Change”), 

including: 

i. The initial implementation of an accounting standard or policy;  

ii. The initial implementation of accounting practices for unusual or 

unconventional items where FERC has not provided specific 

accounting direction; 

iii.  Correction of errors and prior period adjustments that impact the 

True-Up Adjustment calculation; 

iv. The implementation of new estimation methods or policies that 

change prior estimates; and 

v. Changes to income tax elections; 

B. Any items included in the Annual Update at an amount other than on a 

historic cost basis (e.g., fair value adjustments); 

C. Any reorganization or merger transaction during the previous year and an 

explanation of the effect of the accounting for such transaction(s) on 

inputs to the Annual Update; 

D. For each item identified pursuant to Sections 3.e.iii.A – C of these 

Protocols, the individual impact (in narrative format) of such changes on 

the Annual Update.  

 (iv) Shall be subject to review and challenge in accordance with the procedures set 

forth in Sections 4, 5, and 6 of these Protocols.  
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(v) Shall be subject to review and challenge in accordance with the procedures set 

forth in these Protocols with respect to the prudence of any costs and 

expenditures included for recovery in the Annual Update; provided, however, 

that nothing in these Protocols is intended to modify the Commission’s 

applicable precedent with respect to the burden of going forward or burden of 

proof under formula rates in such prudence challenges; and 

(vi) Shall not seek to modify the Formula Rate and shall not be subject to challenge 

by any Interested Party seeking to modify the Formula Rate (i.e., any 

modifications to the Formula Rate will require, as applicable, an FPA section 

205 or section 206 filing or initiation of a section 206 investigation). 

f. The following Formula Rate inputs shall be stated values to be used in the Formula Rate 

until changed pursuant to an FPA section 205 or section 206 proceeding: (i) rate of 

return on common equity (“ROE”); (ii) the depreciation and/or amortization rates as set 

forth in Attachment 10 to the Formula Rate template, and (iii) Post-Employment  

benefits  other  than  Pension (“PBOP”)  charges pursuant to Statement of Financial 

Accounting Standards No. 106, Employers’ Accounting for Postretirement Benefits 

Other Than Pensions.  

g. Example – Timelines for 2018 Annual Projection and 2019 Annual Update: 

 On or before October 31, 2017, AEPTCo will determine the projected Net Revenue 

Requirement for the 2018 Rate Year.  AEPTCo will post the Annual Projection for the 

2018 Rate Year in accordance with Section 1 above.  On or before May 25, 2019, 

AEPTCo will post its Annual Update, consisting of the actual Net Revenue 

Requirement and True-Up Adjustment for the 2018 Rate Year determined pursuant to 
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Section 2 above.  Such True-Up Adjustment will be reflected in the Annual Projection 

of the Net Revenue Requirement for the 2020 Rate Year posted on or before October 

31, 2019.   

Section 4.  Annual Review Procedures 

Each Annual Update and Annual Projection shall be subject to the following review 

procedures (“Annual Review Procedures”): 

 a. Interested Parties shall have up to the later of two-hundred-ten (210) calendar days after 

the applicable Publication Date, or thirty (30) calendar days after the receipt of all 

responses to timely submitted information requests (unless such period is extended with 

the written consent of AEPTCo or by FERC order) (“Review Period”), to review the 

calculations and to notify AEPTCo in writing of any specific challenges to the Annual 

Update or Annual Projection (“Preliminary Challenge”), including challenges related to 

Accounting Changes.  An Interested Party submitting a Preliminary Challenge must 

specify the inputs, supporting explanations, allocations, calculations, or other 

information to which it objects, and provide an appropriate explanation and documents 

to support its challenge.  AEPTCo shall cause to be posted all Preliminary Challenges at 

a publicly accessible location on PJM’s internet website and OASIS, and a link to the 

website will be e-mailed to the PJM Exploder List. 

b.  In the event of a Preliminary Challenge, AEPTCo will appoint a senior representative to 

work with the Interested Party (or its representatives) toward a resolution of the dispute.   

c. AEPTCo shall respond in writing to a Preliminary Challenge within twenty (20) 

business days of receipt, and its response shall notify the challenging party of the extent 
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to which AEPTCo agrees or disagrees with the challenge.  If AEPTCo disagrees with 

the Preliminary Challenge, it will provide the Interested Party with an explanation 

supporting the challenged inputs, explanations, allocations, calculations, or other 

information.  AEPTCo shall promptly cause to be posted its responses to all Preliminary 

Challenges at a publicly accessible location on PJM’s internet website and OASIS, and 

a link to the website will be e-mailed to the PJM Exploder List. Notwithstanding the 

foregoing, Preliminary Challenges and responses to Preliminary Challenges that include 

material deemed by AEPTCo to be confidential information will not be publicly posted 

but will be made available to requesting parties pursuant to a confidentiality agreement 

to be executed by AEPTCo and the requesting party.   

d. AEPTCo shall respond to all Preliminary Challenges submitted during the Review 

Period by no later than thirty (30) calendar days after the end of the Review Period.  

e. Interested Parties shall have up to one-hundred-fifty (150) calendar days after each 

annual Publication Date (unless such period is extended with the written consent of 

AEPTCo or by FERC order) to serve reasonable information requests on AEPTCo 

(“Discovery Period”).   

f.  Information requests shall be limited to what is necessary to determine: (i) the extent, 

effect, or impact of an Accounting Change; (ii) whether the  Annual Update or Annual 

Projection fails to include data properly recorded in accordance with the Protocols; (iii) 

the proper application of the Template and procedures in the Protocols; (iv) the accuracy 

of data and consistency with the Formula Rate of the charges shown in the Annual 

Update or Annual Projection; (v) the prudence of the actual costs and expenditures, 

including procurement methods and cost control methodologies; (vi) the effect of any 
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change to the underlying USofA or FERC Form No. 1; and (vii) any other information 

that may reasonably have substantive effect on the calculation of the charge pursuant to 

the Formula Rate. The information requests shall not otherwise be directed to 

ascertaining whether the Formula Rate is just and reasonable. Information requests shall 

not solicit information concerning costs or allocations where the costs or allocation 

methods have been determined to be appropriate by FERC in the context of prior 

AEPTCo Annual Updates, except that such information requests shall be permitted if 

they (i) seek to determine if there has been a change in circumstances, (ii) are in 

connection with corrections pursuant to Section 6 of these Protocols, or (iii) relate to 

costs or allocations that have not previously been challenged and adjudicated by FERC.   

g. AEPTCo shall make a good faith effort to respond to reasonable information requests 

pertaining to the Annual Update or Annual Projection within fifteen (15) business days of 

receipt of such requests.  AEPTCo shall respond to all reasonable information requests no 

later than thirty (30) calendar days after the end of the Discovery Period. AEPTCo will 

cause to be posted on the PJM website and OASIS all information requests from 

Interested Parties and AEPTCo’s response(s) to such requests, and a link to the website 

will be e-mailed to the PJM Exploder List.  Notwithstanding the foregoing, information 

and document requests and responses to information and document requests that include 

material deemed by AEPTCo to be confidential information will not be publicly posted 

but will be made available to requesting parties pursuant to a confidentiality agreement to 

be executed by AEPTCo and the requesting party. Voluminous materials will be made 

available at a physical AEP site. 

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 164 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE 
REQUESTS; R --> OATT Attachment H-20A - AEPTCo 

Effective Date: 1/1/2017 - Docket #: ER17-406-001 - Page 13 

h.  AEPTCo shall not claim that responses to information and document requests provided 

pursuant to these Protocols are subject to any settlement privilege in any subsequent 

FERC proceeding addressing AEPTCo’s Annual Update or Annual Projection. 

i. To the extent AEPTCo and any Interested Party(ies) are unable to resolve disputes 

related to information requests submitted in accordance with these Annual Review 

Procedures, AEPTCo or the Interested Party may petition the FERC to appoint an 

Administrative Law Judge as a discovery master to resolve the discovery dispute(s) in 

accordance with these Protocols and consistent with the FERC’s discovery rules. 

j. Preliminary Challenges or Formal Challenges (as described in Sections 4 and 5) related 

to Accounting Changes shall be treated in the same manner under these Protocols as 

other challenges to the Annual Update or Annual Projection.  Failure to make a 

Preliminary Challenge with respect to an Accounting Change in an Annual Update or 

Annual Projection shall not act as a bar with respect to a Formal Challenge with respect 

to that Annual Update or Annual Projection provided that the Interested Party submitted 

a Preliminary Challenge with respect to one or more other issues. Nor shall such failure 

bar a subsequent Preliminary Challenge related to a subsequent Annual Update or 

Annual Projection to the extent such Accounting Change affects the subsequent Annual 

Update or Annual Projection. 

k. If a change made by AEPTCo to its accounting policies, practices, or procedures, or the 

application of the Formula Rate, is found by the FERC to be unjust, unreasonable, or 

unduly discriminatory or preferential, then the calculation of the charges to be assessed 

during the Rate Year then under review, and the charges to be assessed during any 

subsequent Rate Years, including any True-up Adjustments, shall not include such 
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change, but shall include any remedy that may be prescribed by FERC in the exercise of 

its discretion as of the effective date of such remedy, to ensure that the Formula Rate 

continues to operate in a manner that is just, reasonable, and not unduly discriminatory 

or preferential.  

Section 5. Resolution of Challenges 

 a. Interested Parties shall have up to two –hundred-seventy (270) days following the 

applicable Publication Date (unless such period is extended with the written consent of 

AEPTCo or by FERC order), to file a challenge with the FERC (“Formal Challenge”). 

Such Formal Challenge shall be submitted in the same docket as the AEPTCo 

informational filing and shall be served on AEPTCo by electronic service on the date of 

such filing in accordance with Section 385.2010(f)(3) of the Commission’s regulations.  

Subject to any applicable confidentiality and Critical Energy Infrastructure Information 

restrictions, all information and correspondence produced by AEPTCo pursuant to these 

Protocols may be included in any Formal Challenge or other FERC proceeding relating 

to the Formula Rate. 

b. Formal Challenges are to be filed pursuant to these Protocols, rather than under rule 

206, and shall: 

(i) Clearly identify the action or inaction which is alleged to violate the Formula 

Rate Template or Protocols;  

(ii)   Explain how the action or inaction violates the filed rate Template or Protocols; 

(iii)   Set forth the business, commercial, economic or other issues presented by the 

action or inaction as such relate to or affect the party filing the Formal 

Challenge, including 
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A.  The extent or effect of an Accounting Change; 

B. Whether the Annual Update or Annual Projection fails to include data 

properly recorded in accordance with these Protocols;  

C. The proper application of the Template and procedures in these 

Protocols;  

D. The accuracy of the data and consistency with the Formula Rate of the 

charges shown in the Annual Update or Annual Projection; 

E. The prudence of actual costs and expenditures; 

F. The effect of any change to the underlying Uniform System of Accounts 

or the FERC Form No. 1; or  

G. Any other information that may reasonably have substantive effect on the 

calculation of the charge pursuant to the Template.  

(iv) Make a good faith effort to quantify the financial impact or burden (if any) 

created for the party filing the Formal Challenge as a result of the action or 

inaction; 

(v)  State whether the issues presented are pending in an existing Commission 

proceeding or a proceeding in any other forum in which the filing party is a 

party, and if so, provide an explanation why timely resolution cannot be 

achieved in that forum; 

(vi) State the specific relief or remedy requested, including any request for stay or 

extension of time, and the basis for that relief; 
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(vii) Include all documents that support the facts in the Formal Challenge in 

possession of, or otherwise attainable by, the filing party, including, but not 

limited to, contracts and affidavits; and 

(viii) State whether the filing party utilized the Preliminary Challenge procedures 

described in these Protocols to dispute the action or inaction raised by the 

Formal Challenge, and, if not, describe why not. 

c. Preliminary and Formal Challenges shall be limited to issues that may be necessary to 

determine: (i) the extent or effect of an Accounting Change; (ii) whether the Annual 

Update or Annual Projection fails to include  data properly recorded in accordance with 

these Protocols; (iii) the proper application of the Formula Rate and procedures in these 

Protocols; (iv) the accuracy of data and consistency with the Formula Rate of the 

calculations shown in the Annual Update and Annual Projection; (v) the prudence of 

actual costs and expenditures; (vi) the effect of any change to the underlying Uniform 

System of Accounts or FERC Form No. 1; or (vii) any other information that may 

reasonably have substantive effect on the calculation of the charge pursuant to the 

formula. 

d.  Failure to raise an issue in a Preliminary Challenge shall not bar an Interested Party 

from raising that issue in a Formal Challenge, provided the Interested Party submitted a 

Preliminary Challenge during the Review Period with respect to one or more other 

issues. Failure to pursue an issue through a Preliminary Challenge or to lodge a Formal 

Challenge regarding any issue as to a given Annual Update shall bar pursuit of such 

issue with respect to that Annual Update, but shall not bar pursuit of such issue or the 
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lodging of a Formal Challenge as to such issue as it relates to a subsequent Annual 

Update. 

e. Any response by AEPTCo to a Formal Challenge must be submitted to the FERC within 

thirty (30) calendar days of the date of the filing of the Formal Challenge, and shall be 

served on the filing party(ies) and the PJM Exploder List on the date of such filing.  

f. In any Formal Challenge proceeding concerning an Annual Update (including 

corrections), Annual Projection, or Accounting Change(s), AEPTCo shall demonstrate 

the justness and reasonableness of the rate resulting from its application of the Formula 

Rate by demonstrating that it has correctly applied the terms of the Formula Rate 

consistent with these Protocols and that it followed the applicable requirements and 

procedures in applying the Formula Rate. Nothing herein is intended to alter the burdens 

applied by FERC with respect to prudence challenges. 

g. Except as specifically provided herein, nothing herein shall be deemed to limit in any 

way the right of AEPTCo to file unilaterally, pursuant to section 205 of the FPA and the 

regulations thereunder, an application seeking changes to the Formula Rate or to any of 

the stated value inputs requiring a section 205 filing under these Protocols (including, 

but not limited to, ROE and depreciation and amortization rates), or the right of any 

other party or the Commission to seek such changes pursuant to section 206 of the FPA 

and the regulations thereunder.  

h. AEPTCo may, at its discretion and at a time of its choosing, make a limited filing 

pursuant to section 205 to modify stated values in the Formula Rate (i) for amortization 

and depreciation rates, (ii) to correct obvious errors or omissions in the Formula Rate 

such as would result from changes to the FERC Form No. 1, or (iii) PBOP charges 
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pursuant to Statement of Financial Accounting Standards No. 106, Employers’ 

Accounting for Postretirement Benefits Other Than Pensions.  The sole issue in any 

such limited section 205 proceeding shall be whether such proposed change(s) is just 

and reasonable, and it shall not address other aspects of the Formula Rate or impose 

upon AEPTCo any burden with respect to such other aspects of the Formula Rate.     

Section 6. Changes to Annual Updates  

  If AEPTCo determines or concedes that corrections to the Annual Update are 

required, whether under Sections 4 or 5 of these Protocols, including but not limited to 

those requiring corrections to its FERC Form No. 1, or input data used for a Rate Year that 

would have affected the Annual Update for that Rate Year, such corrections shall be 

reflected as adjustments in the Annual Update for the next Rate Year, with interest 

calculated in accordance with the FERC Interest Rate (as determined pursuant to 18 C.F.R. 

§ 35.19a).  This reconciliation mechanism shall apply in lieu of mid-Rate Year 

adjustments. 
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Appendix A to Attachment H-20A 

 

American Electric Power Service Corporation 

Docket No. ER10-355 

 

Transmission Formula Rate Settlement 

For  
AEP Appalachian Transmission Company Inc., AEP Indiana Michigan Transmission Company Inc., AEP 

Kentucky Transmission Company Inc., AEP Ohio Transmission Company Inc., and AEP West Virginia 

Transmission Company Inc. 

  

(collectively “AEP” or “the AEP East Transmission Companies”) 

 

 

Cost of Service and Formula Rate Settlement Principles 

 

 

The following Cost of Service and Formula Rate Settlement Principles are a part of the 

Settlement Agreement being filed _______ , 2010 in Docket No. ER10-355 (“the Settlement”): 

 

 

I. Transmission Formula Rate Design. 

A. Applicability of Wholesale Ratemaking Practices. 

1. Only those costs that are recoverable pursuant to FERC accounting and/or 

ratemaking practices may be recovered by the AEP East Transmission 

Companies through its FERC transmission formula rate. 

2. Adjustments to the AEP cost of service formula rate templates - AEP shall 

take steps to have PJM include in the rate template used to calculate 

charges to transmission customers all of the adjustments, modifications, 

and corrections identified in the new formula rate templates included with 

this Statement of Settlement Principles.  

3. Costs of transmission studies 

a. All costs of transmission studies (e.g., studies of requested new or 

modified delivery or interconnection points, System Impact 

Studies and Facilities Studies) associated with service to affiliated 

(e.g., AEP East Transmission Companies) and non-affiliated 

customers shall be allocated and charged to customers on a 

comparable and consistent basis.  

b. The costs of such studies shall be accounted for in one of the 

following ways: 
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i. The study costs are not included in the formula rate, 

expressly or otherwise; or  

ii. If the costs are included in the formula rate but also 

are directly assigned to the entity requesting the 

study, then the formula rate also will include a 

revenue credit equal to the amount of study costs 

that are directly assignable to the requesting entity.  

Such revenue credit shall be reflected in the formula 

rate regardless of the specific accounting applied to 

the costs and revenues.  

iii. Study costs that are not directly assigned to the 

requesting entity may be treated as a system-wide 

cost in applying the formula rate, but only if that 

treatment is applied to all such study costs incurred 

for any requesting entity. 

c. Transmission service base rate charges under the formula shall be 

calculated in a manner that allocates the costs of transmission 

studies to, and recovers those costs from, transmission customers 

(including the AEP East Operating Companies) on a comparable 

basis, without regard to whether the costs of those studies are 

directly assigned or rolled-in, and without regard to whether any 

particular studies are performed for affiliated or non-affiliated 

customers. 

   

B. Rate Base 

1. The transmission Rate Base used in the annual update shall be based upon 

the end-of-year net transmission plant balance from the prior calendar year 

FERC Form 1 (“FF1”).  The true-up of the formula rate, however, shall 

utilize a Transmission Rate Base that incorporates the arithmetic average 

of the most recent actual values for beginning-of-year and end-of-year net 

transmission plant (that is, the average of beginning and end of calendar 

year balances for plant in service and accumulated depreciation). 

a. The revenue requirements billed each July and running through 

June of the next year will be based on a test-year-end rate base 

style annual transmission revenue requirement (“ATRR”) 

calculation.  The initial revenue requirements will be billed July 1, 

2010, through June 30, 2011, and will be based on the 2009 

expenses and year-end rate base plus projected 2010 calendar 

transmission plant in service (TPIS) additions.  The following year 
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the projected revenue requirements will be based on the 2010 

expenses and year-end TPIS balances obtained from the 2010 FF1 

plus projected 2011 calendar year TPIS additions.   

b. In 2011, the estimated ATRR that was effective during 2010 will 

be reconciled (“trued-up”) with an ATRR that is calculated based 

on actual 2010 calendar year expenses and rate base reflecting the 

arithmetic average of the beginning-of-year and end-of-year 

balances for TPIS and accumulated depreciation.  The actual 2010 

ATRR (“true-up”) to be used for such reconciliation will be posted 

or otherwise provided to customers in May 2011 at the same time 

that the projected ATRR to be used for billing purposes during the 

second half of 2011 (and the first half of 2012) is posted or 

otherwise provided to customers.   

c. For the true-up of prior year charges, AEP East Transmission 

Companies will calculate the difference between the estimated 

ATRR for the prior calendar year that was used for billing 

purposes and the actual ATRR for that prior calendar year, 

calculated as described in paragraph B.1.b. above.  The difference 

between the two values (plus interest at the applicable FERC 

refund interest rates) shall be reflected as an addition to or offset 

against billed charges for transmission service July 1
st 

of the 

current year through June 30 of the following year. The interest 

rate will be calculated as per section 35.19a of the Commission’s 

regulations.  

d. The sequence outlined in paragraphs B.1.a, B.1.b and B.1.c above 

will be repeated each year. 

2. Cash working capital for each AEP East Transmission Company will be 

calculated as 1/8 of transmission-related O&M expense not including any 

portion of A&G expense allocated to transmission.   

3. AEP will provide as a part of its informational filing each May detail 

regarding ADIT balances for the historical year that is no less detailed, 

and selectively more detailed as described in this section, than what is 

included in FERC Standard Filing Requirements for Period I Statement 

AF (Accts. 281, 282, and 283) and Statement AG (Acct. 190).    In 

addition, AEP’s information on ADIT will distinguish between utility and 

non-utility ADIT in order to ensure compliance with Section I.D.2.c.i., 

below. 

4. AEP will be permitted to include in Rate Base in the formula rate such 

portion of AEP’s FAS 87 cash investment in Pre-Paid Pension cost 

recorded in FERC Account 165 as may be incurred for AEP System 
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employees providing service to the AEP Transmission Companies.  If 

AEP elects to include such costs in Rate Base, it will use a labor expense 

allocation factor to allocate the total company amount to the transmission 

cost of service (“TCOS”).  

C. Expenses 

1. The formula rate shall allocate property tax expense based on the 

methodology of Worksheet Sheet H using the as-filed methodology. 

2. The formula rate shall reflect the applicable state and federal statutory tax 

rates in effect during the period the calculated estimated unit charges are 

applicable. If statutory tax rates change during such period, the effective 

tax rates used in the formula shall be weighted by the number of days the 

pre-change rate and the post-change rate each is in effect (e.g., if a 40% 

rate is in effect nine months and a 32% rate is in effect 3 months, the 

weighted rate for the 12-month period would be 38%, which reflects 40% 

x 0.75 + 32% x 0.25 = 38%).  

3. The formula shall include only expenses that are directly related to or 

properly allocable to transmission service.  

4. Expenses recorded in FERC Accounts 928 (Regulatory Commission 

Expense), 930.1 (Safety Related Advertising) and 930.2 (Miscellaneous 

General Expenses) that are not directly related to or properly allocable to 

transmission service will be removed from the TCOS.  If AEP includes 

any expenses booked to these accounts in future ATRR updates, AEP 

must provide supporting information demonstrating that the underlying 

activities are directly related to providing transmission service.  

5. The AEP Transmission Companies will record depreciation expense using 

composites of the depreciation rates attached as Appendix A.1.2, which 

rates will not be changed absent an Order of the Commission approving 

such change in a Section 205 or 206 filing at FERC to seek a change in 

depreciation rates.   

6. PBOP Expense  

i. Post employment benefit expenses other than pensions (PBOP) 

included in each update of the AEP Transmission Companies’ 

formula rate will be fixed based on a rate reflecting the ratio of the 

AEP System-wide PBOP expense divided by the AEP System-

wide total employee direct labor expense (PBOP Rate).  The initial 

PBOP Rate shall be $0.094 per dollar cost of each AEP 

Transmission Company’s direct labor expense. 

 

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 174 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE 
REQUESTS; R --> OATT Attachment H-20A - Appendix A - AEPTCo 

Effective Date: 7/1/2016 - Docket #: ER16-646-000 - Page 5 

ii. The calculation of PBOP expense includable in each Annual 

Update of the formula rate shall be made pursuant to Worksheet O, 

which is included in Attachment F to the Settlement Agreement, 

and which will be included in the formula rate.  Using Worksheet 

O, each AEP Transmission Company will, as part of each Annual 

Update, compare the allowable PBOP expense, based on the PBOP 

Rate, to its actual PBOP expense in the prior calendar year in order 

to determine the adjustment required to increase or decrease the 

actual PBOP expense to the allowable amount.  

  

iii. As part of the annual update process, AEP will provide to 

transmission customers, and include in its informational filing, an 

independently prepared actuarial report (“Annual Actuarial 

Report”) that includes a ten (10) year forecast of PBOP expenses 

when that report becomes available.  The Settling Parties anticipate 

that the Annual Actuarial Report normally will be received by the 

time the annual update is posted or otherwise provided to 

customers each year.  

 

iv.   During the annual update process conducted in 2014, and every 

four years thereafter, Worksheet O will be used to determine 

whether, and if so by what amount, the PBOP allowance rate 

($PBOP per $ Direct O&M Labor) should be adjusted going 

forward for the next four years (PBOP Rate Review).  If the 

Annual Actuarial Report issued during the year of any PBOP Rate 

Review projects PBOP costs during the next four years that, when 

allocated to the AEP Transmission Companies based on their 

projected direct labor expenses over that same projected four-year 

period, absent a change in the PBOP Rate, will likely cause the 

AEP East Transmission Companies to over or under collect their 

cumulative PBOP expenses by more than 20% of the projected 

next four year's total PBOP expense, taking into account the net 

over or under collection of such expenses during the previous four 

years, the PBOP Rate shall be adjusted.  In order to determine 

whether continued use of the then approved PBOP Rate is likely to 

result in the AEP Companies' incurrence of a cumulative 

allowance of PBOP costs under the formula rate will result in a 

cumulative over or under-recovery of actual PBOP expenses 

exceeding 20% over the subsequent four year period, Worksheet O 

will be used to determine the following PBOB expense metrics: 

 

(a) the level of cumulative over or under collections of PBOP 

expense during the time since the PBOP allowance rate was 

last set, including carrying costs based on the weighted 

average cost of capital ("WACC") each year from the 
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Formula rate True-Up transmission cost-of-service 

("TCOS") analyses; 

(b)  the cumulative net present value ("CNPV") of projected 

PBOP costs during the next four years, as estimated by the 

then current Actuarial Report, assuming a discount rate 

equal to the True-Up TCOS WACC for the immediately 

prior calendar year ("Prior Year WACC"); and 

(c)  the CNPV of continued collections over the next four years 

based on the projected AEP Transmission Companies’ 

direct labor expenses and the then effective PBOP 

allowance rate, assuming a discount rate equal to the Prior 

Year WACC. 

 

If the absolute value of (a) + (b) - (c) exceeds 20% of (b), 

then the PBOP allowance rate used in the formula rate 

calculation shall be changed to the value that will cause the 

projected result of  

(a) + (b) - (c) to equal zero.  If the projected over or under 

collection during the next four years, (a) + (b) - (c), is less 

than 20% of (b), then the PBOP Rate will continue in effect 

for the next four years at the then effective rate. 

 

 v. If it is determined through the foregoing procedure that the AEP 

Companies’ cumulative PBOP Rate will over-recover or under-

recover actual PBOP expenses by more than 20% over the 

subsequent four-year period, AEP shall make a filing under FPA § 

205 to change the PBOP Rate stated in the formula rate.  No other 

changes to the formula rate may be included in that filing.  Neither 

AEP nor any Settling Party may raise in connection with such 

filing any issue affecting the formula rate other than the level of 

allowable PBOP Rate.  

 

vi. The foregoing procedure for required updating of the formula 

rate’s stated PBOP Rate shall not affect either: (i) AEP’s right to 

make filings under FPA § 205 to address aspects of the formula 

rate other than PBOP expense, or (ii) customers’ rights to make 

filings under FPA § 206 to address aspects of the formula rate 

other than the PBOP expense.   

  

7. Formation Costs 

 

a. One half of the AEP Transmission Companies’ Formation costs 

incurred before June 30, 2010 will be included in the formula rate, 

with such amount to be allocated equally among the AEP 

Transmission Companies and amortized over four years.  There 

will be no carrying charges on the unamortized balance of 
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recoverable Formation costs.  Formation costs incurred after June 

30, 2010 shall not be included in the transmission formula rates of 

the AEP Transmission Companies (or the AEP Operating 

Companies) and shall not be otherwise recoverable in FERC-

regulated rates.  For purposes of such rate exclusion, post-June 30, 

2010 formation costs include, but are not limited to, all costs 

associated with obtaining any necessary federal, state or local 

approvals for formation/operation of the AEP Transmission 

Companies, all costs associated with establishment of the AEP 

Transmission Companies and the evaluation of how to accomplish 

same, and any other category of cost that AEP treated as a 

formation cost for purposes of its request to recover pre-June 30, 

2010 formation costs.  In its Annual Update filings, AEP 

Transmission Companies shall provide information sufficient to 

permit verification that such formation costs have been excluded 

from the formula rates.  AEP reserves the right to seek recovery of 

post-June 30, 2010 formation costs associated with obtaining 

necessary state or local approvals (regarding state-related costs) 

from the applicable state regulatory commission. 

 

D. Capital Structure, Cost of Capital and Return on Equity  

1. Return on Equity 

a. The Settlement shall establish on a non-precedential basis a base 

return on common equity (“Base ROE”) used in the OATT 

transmission formula rates applicable to the AEP East zone of 

10.99%, plus a 50 basis point adder for continued RTO 

participation (for a total of 11.49% ROE).  This ROE shall remain 

in effect for a period of at least 36 months. 

b. The Settlement shall not establish a lower or upper end of the zone 

of reasonableness, but for a period of 36 months from the effective 

date of the formula rate, AEP will limit any request for an 

incentive ROE pursuant to Order No. 679 and Order No. 679-A to 

not more than the total ROE plus 125 basis points, (i.e., 12.74% 

total incentive ROE).  Such incentive ROE must be within the 

then-applicable zone of reasonableness as determined in a Section 

205 or 206 proceeding. Settling Parties reserve the right to protest 

any request by AEP for incentive rates including any request for an 

incentive ROE. 

2. Capital Structure / Cost of Capital: 

a. In the annual true-up calculations, AEP shall use the arithmetic 

average of the beginning-of-year and end-of-year balances of long-
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term debt, common and preferred equity, and shall use actual 

calendar year long term debt interest expenses, preferred 

dividends, and approved ROE. The long term debt balances and 

long term debt cost rate shall not include any amounts related to 

hedging activity. 

b. AEP shall use the most recent available FF1 actual end-of-year 

balances of outstanding long term debt (less the balance of any 

hedges), preferred equity, and common equity, in the projected 

ATRR used for billing purposes. The estimated cost rate for long 

term debt for the Projected Rate Year shall reflect the prior 

calendar year actual cost of long term debt (including periodic 

expenses such as remarketing and letter of credit fees, and related 

amortizations, as applicable, of issuance/reacquisition cost and 

discount or premium amortizations) for debt outstanding during the 

full year and the annualized cost of any issuances that occur after 

January 1 of the prior calendar year for a full twelve months 

coupon interest expense. However, any amortization of gains or 

losses on interest rate derivative hedging shall be excluded from 

long-term-debt cost annual and annualized expenses.  AEP will 

reflect the calculation of its debt cost in Worksheets L and M.  

c. AEP is not restricted from hedging at its discretion, and all interest 

rate hedge gains and losses will be excluded from the formula rate 

for both the Projected and True-Up rates.  

 

d. AEP East Transmission Companies will establish LTD and Equity 

investments in the AEP East Transmission Companies as soon as is 

practicable (actual capital structure and long term debt costs and 

preferred equity costs).  Until that time, the AEP East 

Transmission Companies will use the actual consolidated 

(weighted composite) capital structure and LTD cost rate of the 

AEP Operating Companies in PJM {The AEP Operating 

Companies in PJM are: Appalachian Power Company, Indiana 

Michigan Power Company, Kentucky Power Company, Kingsport 

Power Company, Ohio Power Company, and Wheeling Power 

Company} subject to a 50% equity ratio cap, as further explained 

below.  Appendix A-1.1 to this Attachment A-1 describes the 

manner in which the weighted average composite capital structure 

and cost of long term debt and preferred equity costs of the AEP 

East Operating Companies in PJM shall be calculated. 

e. In transitioning from the use of the proxy composite capital cost of 

the East Operating Companies in PJM to an actual capital 

structure, long term debt cost and preferred equity cost, a 

transitioning East Transmission Company’s actual capital structure 
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and cost rates will be implemented for the Projected TCOS in the 

first formula rate Annual Update after the issuance of long-term 

debt or allocation of debt financing from an associated company 

establishing the transitioning East Company’s actual capital 

structure and cost of debt.  The True-Up TCOS in that Annual 

Update will continue to be based on the East Operating 

Companies’ composite capital structure and LTD cost, and 

preferred equity costs.     

f. The first long term debt in the actual capital structure of an AEP 

Transmission Company is expected to be an allocation of proceeds 

from a debt issuance of AEP Transmission Company LLC or AEP 

Transmission Holding Company LLC (refer to page 7 of Exhibit 

AEP 100 for the AEPTCo Corporate Structure).  The AEP 

Transmission Companies {The AEP Transmission Companies 

include the AEP East Transmission Companies and AEP 

Southwestern Transmission Company Inc., and AEP Oklahoma 

Transmission Co., Inc.} would draw debt financing from this 

issuance, as well as equity infusions from AEP Transmission 

Company LLC or AEP Transmission Holding Company LLC, 

based on their individual expenditure levels to establish their actual 

capital structure.  The interest rate of this debt financing, along 

with any associated issuance costs incurred (not to include any 

costs related to any hedging activities), would define the initial 

cost of debt for the affected AEP Transmission Companies. This 

initial debt financing and all subsequent allocations of associated 

company (AEP Transmission Company LLC or AEP Transmission 

Holding Company LLC or a higher affiliate in AEP, Inc.) long 

term debt shall be recorded in Account 430 Advances from 

Associated Companies in the FERC Form No. 1 reports of the 

affected AEP Transmission Companies.  However, long term debt 

issuances and equity of the AEP Operating Companies shall not be 

used to finance debt or equity in the actual capital structure of the 

AEP Transmission Companies. The debt cost rate of long term 

debt issuances allocated from associated companies to the AEP 

Transmission Companies shall be at cost. 

g. In the event there is a construction draw down loan, the Companies 

will adopt the yield to maturity (YTM) approach filed in the PATH 

Settlement Agreement Docket No. ER08-386-000 in determining 

the cost of debt for such draw down loan[s], and illustrated in 

Attachment A.1.3. There is an annual and final (at end of loan) 

true-up of YTM, consistent with actual debt cost experience. 

Workpapers showing the calculation of the yield to maturity cost 

and true-up shall be included in the Annual Update(s) in which 

such charges are proposed to be included in the Projected rate. 
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h. When an individual East Transmission Company has an actual 

capital structure, which is first achieved when the Transmission 

Company issues its own first long term debt issuance in its own 

name, or the individual Transmission Company has debt financing 

specifically allocated from an issuance by AEP Transmission 

Company LLC or AEP Transmission Holding Company LLC or a 

higher AEP corporate entity as described in (f) above, the actual 

long term debt cost and capital structure of that individual East 

Transmission Company shall be used in the Projected and True Up 

formula rates for that individual company, subject to a 50% Equity 

Ratio cap described below and subject to transition year treatment 

as described in (e) of this section.  The True-up and Projected 

ATRR of the remaining East Transmission Companies which have 

not yet issued their own long term debt, or received a specific 

allocation of debt financing by an associated company for the 

purpose of rate making, shall continue to be based on the 

consolidated (composite) actual weighted average capital structure, 

long term debt cost, and preferred equity cost of all the East 

Operating Companies in PJM (including the costs of the operating 

company geographically associated with the individual 

transmission company which has established an actual capital 

structure and long-term debt cost). 

i. In applying the formula rate, the balance amounts of common 

equity, used in determining the weighted average cost of capital to 

be used for the AEP East Transmission Companies, shall not 

exceed 50% percent of the total projected and true-up 

capitalization (“Equity Cap”), regardless of the actual amounts of 

common equity capital outstanding.  The Equity Cap applies to 

both the implementation of the consolidated East Operating 

Company’s actual capital structure and to the implementation of an 

individual East Transmission Company actual capital structure.  

The Equity Cap can be removed or adjusted only after June 30, 

2013 and only through a filing under section 205 or 206 of the 

Federal Power Act. When applied to the consolidated East 

Operating Companies’ actual capital structure, the individual 

Operating Company equity caps pursuant to the East Operating 

Companies’ settlement in Docket ER08-1329 shall be applied first 

before the 50% Equity Cap pursuant to the instant settlement is 

applied to the weighted composite East Operating Companies’ 

capital structure.  The composite weighted average long term debt 

cost rate of the East Operating Companies, exclusive of hedging 

costs and Indiana-Michigan Operating Company’s spent nuclear 

fuel disposal funding costs, shall apply. 

j. If the percentage of common equity in the East Operating 
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Companies’ composite (consolidated) capitalization or any AEP 

East Transmission Company’s actual capitalization exceeds the 

applicable Equity Cap, the amount of common equity exceeding 

the Equity Cap shall be assigned the same cost rate as long-term 

debt in the formula rate cost of capital calculations. 

E. Revenue Credits-- The following principles shall be stated in the formula rate: 

1. If the AEP East Transmission Companies have any directly assigned 

transmission facilities, the revenue credits in the AEP East formula rate 

shall include all revenues associated with those directly assigned 

transmission facilities, irrespective of whether the loads of the customer 

are included in the formula rate divisor; provided, however, such addition 

to revenue credits shall not be reflected if the costs of such directly 

assigned transmission facilities are not included in the transmission plant 

balances on which the formula rate ATRR is based.   

2. All transmission services revenues not credited to customers in monthly 

PJM billings shall be included in the formula rate calculation as reductions 

to the ATRR.  Such amounts shall include transmission revenues received 

from PJM or other PJM Transmission Owners where the associated loads 

are not in the AEP Zone divisor, unless the revenues are attributable to 

AEP’s base transmission rate charges for Network Integration 

Transmission Service (“Network Service”) or long-term firm Point-to-

Point Transmission Service.  

F. Allocators. 

1. The allocations of Administrative & General (A&G) expenses identified 

by three-digit FERC account in the Formula Rate Template and 

Worksheet F, Supporting Allocation of Specific O&M or A&G Expenses, 

may not be changed except through a filing under FPA § 205 or 206. If 

AEP wishes to reflect new O&M or A&G expenses or accounts in future 

updates, it must include in such § 205 filing: (i) a specification of the basis 

on which it proposes to allocate a portion of such costs as is properly 

assignable to wholesale transmission service, and (ii) documentation 

sufficient to demonstrate the reasonableness of its proposed allocation 

factor consistent with applicable Commission precedent.  

2. No Account 565 costs other than inter-company charges that net out (such 

as lease arrangements and transmission equalization payments/receipts 

between AEP companies) will be included in the TCOS, unless first 

approved by FERC following a separate FPA §  205 filing by AEP. 

3. AEP will include in the Annual Update to the formula rate, notification of 

any change in the use of established allocation factors (change from one 
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factor to another established allocation factor for a cost applicable to AEP 

Transmission Companies). Any new allocation factor (not previously 

approved by the Securities and Exchange Commission or the FERC) will 

be filed with the FERC for approval in a Section 205 proceeding before 

being implemented, and AEP will provide notification in the Annual 

Update of the implementation of a newly created allocation factor that 

may affect costs allocated to the AEP Transmission Companies.  In 

addition, AEP shall include notification in the Annual Updates of the 

establishment of any new regulated and un-regulated income-producing 

affiliates or operating divisions with new income-producing operations.  

II. Application of Interest Rate Calculation in True-Up  

AEP shall include an interest rate worksheet as Attachment C to the Settlement 

Agreement specifying its procedure for applying interest to true-up over or under recoveries.  

III. Formula Implementation Protocols 

The Formula Rate Implementation Protocols shall be adopted as set forth in Attachment A-2. 
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 Appendix A-1.1  
AEP East Consolidated Utility Capital Structure 

Consolidation of Operating Companies' Capital Structure @ 12-31-2009 

Worksheet Q Page 1 

Line  

Appalachian 
Power 

Company 

Indiana 
Michigan 

Power 
Company 

Kentucky 
Power 

Company 

Kingsport 
Power 

Company 
Ohio Power 
Company 

Wheeling 
Power 

Company 

AEP East 
Operating 

Companies' 
Consolidated 

Capital Structure 
Development of Long Term Debt Balances 
at Year End        

1 Bonds (112.18.c&d)                        -                          -                          -                        -                      -                      -                               -    

2 Less: Reacquired Bonds (112.19.c&d) 
          
17,500,000                        -                          -                        -       303,000,000                    -    

            
320,500,000  

3 
LT Advances from Assoc. Companies  
(112.20.c&d) 

        
100,000,000  

         
25,000,000          20,000,000  

       
20,000,000     200,000,000  

     
25,000,000  

            
490,000,000  

4 
Senior Unsecured Notes (112.21.c&d) 
Excludes Spent Nuc Fuel Disp Fund 

     
3,419,099,201  

    
1,692,000,000  

       
530,000,000                      -     3,351,580,000                    -    

        
10,435,424,201  

5 
Less: Fair Value Hedges (See Note on 
Ln 7 below)                        -                          -                          -                        -                      -                      -                               -    

6 Total Long Term Debt Balance 
     
3,501,599,201  

    
1,717,000,000  

       
550,000,000  

       
20,000,000   3,248,580,000  

     
25,000,000  

        
10,604,924,201  

7 

 
NOTE:  The balance of fair value hedges on outstanding long term debt are to be excluded from the balance of long term debt included in the formula's capital structure. (page 257, Column H of 
the FF1) 

Development of Long Term Debt Interest 
Expense        

8 
Interest on Long Term Debt (256-
257.33.i)         201,508,637  

       
100,346,371          30,323,070  

         
1,075,000     129,578,994         1,312,500  

            
547,990,827  

9 
Amort of Debt Discount & Expense 
(117.63.c)             3,232,592            3,157,632               457,098                      -           3,354,846                    -    

              
12,043,656  

10 
Amort of Loss on Reacquired Debt 
(117.64.c)               991,540            1,596,824                 33,649                      -              626,793                    -    

                
3,992,302  

11 
Less: Amort of Premium on Debt 
(117.65.c)                        -                          -                          -                        -                      -                      -    

                           
-    

12 
Less: Amort of Gain on Reacquired 
Debt (117.66.c)                        -                     1,712                        -                        -                      -                      -    

                      
1,712  

13 Less: Hedge Interest on pp 256-257(i)             2,569,395            1,551,518                 92,956                      -          (7,185,191)                   -    
               
(2,971,322) 

14 LTD Interest Expense         203,163,374  
       
103,547,597          30,720,861  

         
1,075,000     140,745,824         1,312,500  

            
566,996,395  

Development of Cost of Preferred Stock and Preferred Dividends 
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15 Dividend Rate (p. 250-251. 7.a) 4.50% 4.125%     4.08%    
16 Par Value (p. 250-251. 8.c)  $             100.00   $            100.00       $         100.00     
17 Shares Outstanding (p.250-251. 8.e)               177,518                 55,301                  14,595     

18 Monetary Value (Ln 16 * Ln 17)           17,751,800            5,530,100                        -                        -           1,459,500                    -    
              
24,741,400  

19 Dividend Amount (Ln 15 * Ln 18)               798,831               228,117                        -                        -                59,548                    -    
                
1,086,495  

20 Dividend Rate (p. 250-251. 7.a)   4.12%     4.20%    
21 Par Value (p. 250-251. 8.c)    $            100.00       $         100.00     
22 Shares Outstanding (p.250-251. 8.e)                  11,055                  22,824     

23 Monetary Value (Ln 21 * Ln 22)                        -              1,105,500                        -                        -           2,282,400                    -    
                
3,387,900  

24 Dividend Amount (Ln 20 * Ln 23)                        -                   45,547                        -                        -                95,861                    -    
                   
141,407  

25 Dividend Rate (p. 250-251. 7.a)   4.56%     4.40%    
26 Par Value (p. 250-251. 8.c)    $            100.00       $         100.00     
27 Shares Outstanding (p.250-251. 8.e)                  14,412                  31,482     

28 Monetary Value (Ln 26 * Ln 27)                        -              1,441,200                        -                        -           3,148,200                    -    
                
4,589,400  

29 Dividend Amount (Ln 25 * Ln 28)                        -                   65,719                        -                        -              138,521                    -    
                   
204,240  

30 Dividend Rate (p. 250-251. 7.a)         4.50%    
31 Par Value (p. 250-251. 8.c)          $         100.00     
32 Shares Outstanding (p.250-251. 8.e)                     97,363     

33 Monetary Value (Ln 31 * Ln 32)                        -                          -                          -                        -           9,736,300                    -    
                
9,736,300  

34 Dividend Amount (Ln 30 * Ln 33)                        -                          -                          -                        -              438,134                    -    
                   
438,134  

35 Preferred Stock (Lns 18, 23, 28,33)           17,751,800            8,076,800                        -                        -         16,626,400                    -    
              
42,455,000  

36 
Preferred Dividends (Lns 19, 24, 
29,34)               798,831               339,382                        -                        -              732,063                    -    

                
1,870,276  

Development of Common Equity        

37 Proprietary Capital (112.16.c)      2,789,329,067  
    
1,680,859,984  

       
431,783,697  

       
21,335,470   3,251,321,953       43,904,852  

          
9,578,370,175  

38 Less: Preferred Stock (Ln 35 Above) 

           
 
17,751,800            8,076,800                        -                        -         16,626,400                    -    

              
42,455,000  

39 Less: Account 216.1 (112.12.c)             2,593,528  
            
(581,331)                       -                        -                      -                      -    

                
4,076,997  

40 Less: Account 219.1 (112.15.c)          (50,254,363)                                     (118,458,118)      (1,749,500)            

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 184 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE REQUESTS; R --> OATT Attachment H-20A - Appendix A - AEPTCo 

Effective Date: 7/1/2016 - Docket #: ER16-646-000 - Page 15 

(21,700,504) (600,942) 5,560  (242,751,398) 

41 Balance of Common Equity      2,819,238,102  
    
1,695,065,019  

       
432,384,639  

       
21,329,910   3,353,153,671       45,654,352  

          
9,774,589,576  

Calculation of Capital Shares        

42 Long Term Debt (Ln 6 Above)      3,501,599,201  
    
1,717,000,000  

       
550,000,000  

       
20,000,000   3,248,580,000       25,000,000  

        
10,604,924,201  

43 Preferred Stock (Ln 35 Above)           17,751,800            8,076,800                        -                        -         16,626,400                    -    
              
42,455,000  

44 Common Equity (Ln 41 Above)      2,819,238,102  
    
1,695,065,019  

       
432,384,639  

       
21,329,910   3,353,153,671       45,654,352  

          
9,774,589,576  

45 Total Company Structure      6,338,589,103  
    
3,420,141,819  

       
982,384,639  

       
41,329,910   6,618,360,071       70,654,352  

        
20,421,968,777  

46 LTD Capital Shares (Ln 42 / Ln 45) 55.24% 50.20% 55.99% 48.39% 49.08% 35.38% 51.93% 

47 
Preferred Stock Capital Shares (Ln 43 / 
Ln 45) 0.28% 0.24% 0.00% 0.00% 0.25% 0.00% 0.21% 

48 
Common Equity Capital Shares (Ln 44 
/ Ln 45) 44.48% 49.56% 44.01% 51.61% 50.66% 64.62% 47.86% 

         
49 Equity Capital Share Limit 50.00% 50.00% 50.00% 100.00% 51.00% 100.00% 50.00% 

50 
LTD Capital Shares with Capital Equity 
Cap 55.24% 50.20% 55.99% 48.39% 49.08% 35.38% 51.93% 

51 Preferred Stock Capital Shares 0.28% 0.24% 0.00% 0.00% 0.25% 0.00% 0.21% 

52 
Common Equity Capital Shares with 
Capital Equity Cap 44.48% 49.56% 44.01% 51.61% 50.66% 64.62% 47.86% 

Calculation of Capital Cost Rate        
53 LTD Capital Cost Rate (Ln 14 / Ln 6) 5.80% 6.03% 5.59% 5.38% 4.33% 5.25% 5.35% 

54 
Preferred Stock Capital Cost Rate (Ln 
36 / Ln 35) 4.50% 4.20% 0.00% 0.00% 4.40% 0.00% 4.41% 

55 Common Equity Capital Cost Rate 11.49% 11.49% 11.49% 11.49% 11.49% 11.49% 11.49% 

Calculation of Weighted Capital Cost Rate        

56 
LTD Weighted Capital Cost Rate (Ln 
50 * Ln 53) 3.21% 3.03% 3.13% 2.60% 2.13% 1.86% 2.78% 

57 
Preferred Stock Capital Cost Rate (Ln 
51 * Ln 54) 0.01% 0.01% 0.00% 0.00% 0.01% 0.00% 0.01% 

58 
Common Equity Capital Cost Rate (Ln 
52 * Ln 55) 5.11% 5.69% 5.06% 5.93% 5.82% 7.42% 5.50% 

59 Total Company Structure 8.33% 8.73% 8.18% 8.53% 7.96% 9.28% 8.29% 
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 Appendix A-1.1  
AEP East Consolidated Utility Capital Structure 

Consolidation of Operating Companies' Capital Structure @ 12-31-2008 

Worksheet Q Page 2 

Line  

Appalachian 
Power 

Company 

Indiana 
Michigan 

Power 
Company 

Kentucky 
Power 

Company 

Kingsport 
Power 

Company 
Ohio Power 
Company 

Wheeling 
Power 

Company 

AEP East 
Operating 

Companies' 
Consolidated 

Capital 
Structure 

Development of Long Term Debt Balances at Year 
End        

60 Bonds (112.18.c&d)                        -                          -                          -                        -                      -                      -    
                           
-    

61 Less: Reacquired Bonds (112.19.c&d) 
          
17,500,000         100,000,000                        -                        -         85,000,000                    -    

            
294,745,000  

62 
LT Advances from Assoc. Companies  
(112.20.c&d) 

        
100,000,000                        -    

        
20,000,000         20,000,000     200,000,000       25,000,000  

            
465,000,000  

63 
Senior Unsecured Notes (112.21.c&d) 
Excludes Spent Nuc Fuel Disp Fund 

     
3,114,740,790      1,217,000,000  

       
400,000,000                      -     2,594,450,000                    -    

          
8,768,935,790  

64 
Less: Fair Value Hedges (See Note on Ln 
66 below)                        -                          -                          -                        -                      -                      -    

                           
-    

65 Total Long Term Debt Balance 
     
3,197,240,790      1,117,000,000  

       
420,000,000         20,000,000   2,709,450,000       25,000,000  

          
8,939,190,790  

66 

 
NOTE:  The balance of fair value hedges on outstanding long term debt are to be excluded from the balance of long term debt included in the formula's capital structure. (p. 257, Column H of the 
FF1) 

Development of Long Term Debt Interest Expense         

67 Interest on Long Term Debt (256-257.33.i) 
        
181,193,862           69,755,551  

        
26,429,625           1,075,000     134,040,796         1,312,500  

            
491,905,445  

68 
Amort of Debt Discount & Expense 
(117.63.c) 

            
2,539,613            2,467,181  

             
451,645                      -           2,211,243                    -    

                
8,755,819  

69 
Amort of Loss on Reacquired Debt 
(117.64.c) 

            
1,440,062            2,142,335  

               
33,648                      -           1,618,264                    -    

                
5,991,748  

70 Less: Amort of Premium on Debt (117.65.c)                        -                          -                          -                        -                      -                      -    
                           
-    

71 
Less: Amort of Gain on Reacquired Debt 
(117.66.c)                        -                          -                          -                        -                      -                      -    

                           
-    

72 Less: Hedge Interest on pp 256-257(i) 
            
5,001,679            1,547,947  

               
92,956                      -          (1,250,297)                   -    

                
5,392,285  

         

73 LTD Interest Expense 
        
180,171,858           72,817,120  

        
26,821,962           1,075,000     139,120,600         1,312,500  

            
501,260,727  
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Development of Cost of Preferred Stock and Preferred Dividends 
 

     
74 Dividend Rate (p. 250-251. 7.a) 4.50% 4.125%     4.08%    

75 Par Value (p. 250-251. 8.c) 
 $             

100.00   $            100.00       $         100.00     

76 Shares Outstanding (p.250-251. 8.e) 
              
177,520                 55,335                  14,595     

77 Monetary Value (Ln 75 * Ln 76) 
          
17,752,000            5,533,500                        -                        -           1,459,500                    -    

              
24,745,000  

78 Dividend Amount (Ln 74 * Ln 77) 
              
798,840               228,257                        -                        -                59,548                    -    

                
1,086,644  

79 Dividend Rate (p. 250-251. 7.a)   4.12%     4.20%    
80 Par Value (p. 250-251. 8.c)    $            100.00       $         100.00     
81 Shares Outstanding (p.250-251. 8.e)                  11,055                  22,824     

82 Monetary Value (Ln 80 * Ln 81)                        -              1,105,500                        -                        -           2,282,400                    -    
                
3,387,900  

83 Dividend Amount (Ln 79 * Ln 82)                        -                   45,547                        -                        -                95,861                    -    
                   
141,407  

84 Dividend Rate (p. 250-251. 7.a)   4.56%     4.40%    
85 Par Value (p. 250-251. 8.c)    $            100.00       $         100.00     
86 Shares Outstanding (p.250-251. 8.e)                  14,412                  31,482     

87 Monetary Value (Ln 85 * Ln 86)                        -              1,441,200                        -                        -           3,148,200                    -    
                
4,589,400  

88 Dividend Amount (Ln 84 * Ln 87)                        -                   65,719                        -                        -              138,521                    -    
                   
204,240  

89 Dividend Rate (p. 250-251. 7.a)         4.50%    
90 Par Value (p. 250-251. 8.c)          $         100.00     
91 Shares Outstanding (p.250-251. 8.e)                     97,373     

92 Monetary Value (Ln 90 * Ln 91)                        -                          -                          -                        -           9,737,300                    -    
                
9,737,300  

93 Dividend Amount (Ln 89 * Ln 92)                        -                          -                          -                        -              438,179                    -    
                   
438,179  

94 Preferred Stock (Lns 77, 82, 87,92) 
          
17,752,000            8,080,200                        -                        -         16,627,400                    -    

              
42,459,600  

95 Preferred Dividends (Lns 78, 83, 88,93) 
              
798,840               339,522                        -                        -              732,108                    -    

                
1,870,470  

Development of Common Equity        

96 Proprietary Capital (112.16.c) 
     
2,394,342,663      1,444,357,731  

       
398,008,673         25,031,105   2,438,571,961       37,950,872  

          
7,987,702,880  

97 Less: Preferred Stock (Ln 94 Above) 
          
17,752,000            8,080,200                        -                        -         16,627,400                    -    

              
42,459,600  
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98 Less: Account 216.1 (112.12.c) 
            
2,462,578  

         
(1,510,668)                       -                        -                      -                      -    

              
11,153,901  

99 Less: Account 219.1 (112.15.c)  
        
(60,225,378) 

       
(20,233,842) 

               
59,584                      -      (133,858,575)      (2,464,181) 

           
(263,573,252) 

100 Balance of Common Equity 
     
2,434,353,463      1,458,022,041  

       
397,949,089         25,031,105   2,555,803,136       40,415,053  

          
8,197,662,631  

Calculation of Capital Shares        

101 Long Term Debt (Ln 65 Above) 
     
3,197,240,790      1,117,000,000  

       
420,000,000         20,000,000   2,709,450,000       25,000,000  

          
8,939,190,790  

102 Preferred Stock (Ln 94 Above) 
          
17,752,000            8,080,200                        -                        -         16,627,400                    -    

              
42,459,600  

103 Common Equity (Ln 100 Above) 
     
2,434,353,463      1,458,022,041  

       
397,949,089         25,031,105   2,555,803,136       40,415,053  

          
8,197,662,631  

104 Total Company Structure 
     
5,649,346,253      2,583,102,241  

       
817,949,089         45,031,105   5,281,880,536       65,415,053  

        
17,179,313,021  

105 LTD Capital Shares (Ln 101 / Ln 104) 56.59% 43.24% 51.35% 44.41% 51.30% 38.22% 52.03% 

106 
Preferred Stock Capital Shares (Ln 102 / Ln 
104) 0.31% 0.31% 0.00% 0.00% 0.31% 0.00% 0.25% 

107 
Common Equity Capital Shares (Ln 103 / Ln 
104) 43.09% 56.44% 48.65% 55.59% 48.39% 61.78% 47.72% 

         
108 Equity Capital Share Limit 50.00% 50.00% 50.00% 100.00% 51.00% 100.00% 50.00% 
109 LTD Capital Shares with Capital Equity Cap 56.59% 49.69% 51.35% 44.41% 51.30% 38.22% 53.00% 
110 Preferred Stock Capital Shares 0.31% 0.31% 0.00% 0.00% 0.31% 0.00% 0.25% 

111 
Common Equity Capital Shares with Capital 
Equity Cap 43.09% 50.00% 48.65% 55.59% 48.39% 61.78% 46.75% 

Calculation of Capital Cost Rate        
112 LTD Capital Cost Rate (Ln 73 / Ln 65) 5.64% 6.52% 6.39% 5.38% 5.13% 5.25% 5.61% 

113 
Preferred Stock Capital Cost Rate (Ln 95 / 
Ln 94) 4.50% 4.20% 0.00% 0.00% 4.40% 0.00% 4.41% 

114 Common Equity Capital Cost Rate 11.49% 11.49% 11.49% 11.49% 11.49% 11.49% 11.49% 

Calculation of Weighted Capital Cost Rate        

115 
LTD Weighted Capital Cost Rate (Ln 109 * 
Ln 112) 3.19% 3.24% 3.28% 2.39% 2.63% 2.01% 2.97% 

116 
Preferred Stock Capital Cost Rate (Ln 110 * 
Ln 113) 0.01% 0.01% 0.00% 0.00% 0.01% 0.00% 0.01% 

117 
Common Equity Capital Cost Rate (Ln 111 * 
Ln 114) 4.95% 5.75% 5.59% 6.39% 5.56% 7.10% 5.37% 

118 Total Company Structure 8.15% 9.00% 8.87% 8.77% 8.21% 9.11% 8.35% 
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Appendix A-1.1  
 AEP East Consolidated Utility Capital Structure 

Consolidation of Operating Companies' Average Capital Structure 

Worksheet Q Page 3 

Line  

Appalachian 
Power 

Company 

Indiana 
Michigan 

Power 
Company 

Kentucky 
Power 

Company 

Kingsport 
Power 

Company 
Ohio Power 
Company 

Wheeling 
Power 

Company 

AEP East Operating 
Companies' 

Consolidated 
Capital Structure 

Development of Average Long Term 
Debt        

119 
Average Bonds (Ln 1 + Ln 60) / 
2 

                       
-                          -                          -                        -                      -                      -                               -    

120 
Less: Average Reacquired 
Bonds (Ln 2 + Ln 61) / 2 

          
17,500,000  

         
50,000,000                        -                        -       194,000,000                    -                307,622,500  

121 

Average LT Advances from 
Assoc. Companies (Ln 3 + Ln 
62) / 2 

        
100,000,000  

         
12,500,000          20,000,000         20,000,000     200,000,000       25,000,000              477,500,000  

122 
Average Senior Unsecured 
Notes (Ln 4 + Ln 63) / 2 

     
3,266,919,996  

    
1,454,500,000  

       
465,000,000                      -    

 
2,973,015,000                    -              9,602,179,996  

123 

Less: Average Fair Value 
Hedges (See Note on Ln 125 
below) 

                       
-                          -                          -                        -                      -                      -                               -    

124 
Average Balance of Long 
Term Debt 

     
3,349,419,996  

    
1,417,000,000  

       
485,000,000         20,000,000  

 
2,979,015,000       25,000,000            9,772,057,496  

125 

 
NOTE:  The balance of fair value hedges on outstanding long term debt are to be excluded from the balance of long term debt included in the formula's capital structure. (p. 257, Column H of 
the FF1) 

         

         
Development of 2009 Long Term Debt 
Interest Expense         

126 
Interest on Long Term Debt 
(256-257.33.i) 

        
201,508,637  

       
100,346,371          30,323,070           1,075,000     129,578,994         1,312,500              547,990,827  

127 
Amort of Debt Discount & 
Expense (117.63.c) 

            
3,232,592  

          
3,157,632               457,098                      -           3,354,846                    -                  12,043,656  

128 
Amort of Loss on Reacquired 
Debt (117.64.c) 

              
991,540  

          
1,596,824                 33,649                      -              626,793                    -                    3,992,302  

129 
Less: Amort of Premium on 
Debt (117.65.c) 

                       
-                          -                          -                        -                      -                      -                               -    

130 
Less: Amort of Gain on 
Reacquired Debt (117.66.c) 

                       
-    

                 
1,712                        -                        -                      -                      -                          1,712  
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131 
Less: Hedge Interest on pp 256-
257(i) 

            
2,569,395  

          
1,551,518                 92,956                      -    

      
(7,185,191)                   -                   (2,971,322) 

132 2009 LTD Interest Expense 
        
203,163,374  

       
103,547,597          30,720,861           1,075,000     140,745,824         1,312,500              566,996,395  

         
2009 Cost of Preferred Stock and 
Preferred Dividends 

  
     

133 
Average Balance of Preferred 
Stock (Ln 35 + Ln 94) / 2 

          
17,751,900  

          
8,078,500                        -                        -         16,626,900                    -                  42,457,300  

134 
2009 Preferred Dividends (Ln 
36) 

              
798,831  

             
339,382                        -                        -              732,063                    -                    1,870,276  

Development of Average Common 
Equity        

135 
Average Proprietary Capital (Ln 
37 + Ln 96) / 2 

     
2,591,835,865  

    
1,562,608,858  

       
414,896,185         23,183,288  

 
2,844,946,957       40,927,862            8,783,036,528  

136 
Less: Average Preferred Stock 
(Ln 133 Above) 

          
17,751,900  

          
8,078,500                        -                        -         16,626,900                    -                  42,457,300  

137 
Less: Average Account 216.1 
(Ln 39 + Ln 98) / 2 

            
2,528,053  

         
(1,046,000)                       -                        -                      -                      -                    7,615,449  

138 
Less: Average Account 219.1 
(Ln 40 + Ln 99) / 2 

        
(55,239,871) 

       
(20,967,173) 

            
(270,679)                2,780  

  
(126,158,347)      (2,106,841)            (253,162,325) 

139 
Average Balance of Common 
Equity 

     
2,626,795,783  

    
1,576,543,530  

       
415,166,864         23,180,508  

 
2,954,478,404       43,034,703            8,986,126,104  

Calculation of Capital Shares        

140 
Average Balance of Long Term 
Debt (Ln 124 Above) 

     
3,349,419,996  

    
1,417,000,000  

       
485,000,000         20,000,000  

 
2,979,015,000       25,000,000            9,772,057,496  

141 
Average Balance of Preferred 
Stock (Ln 133 Above) 

          
17,751,900  

          
8,078,500                        -                        -         16,626,900                    -                  42,457,300  

142 
Average Balance of Common 
Equity (Ln 139 Above) 

     
2,626,795,783  

    
1,576,543,530  

       
415,166,864         23,180,508  

 
2,954,478,404       43,034,703            8,986,126,104  

143 
Average of Total Company 
Structure 

     
5,993,967,678  

    
3,001,622,030  

       
900,166,864         43,180,508  

 
5,950,120,304       68,034,703          18,800,640,899  

144 
Average Balance of LTD Capital 
Shares (Ln 140 / Ln 143) 55.88% 47.21% 53.88% 46.32% 50.07% 36.75% 51.98% 

145 

Average Balance of Preferred 
Stock Capital Shares (Ln 141 / 
Ln 143) 0.30% 0.27% 0.00% 0.00% 0.28% 0.00% 0.23% 

146 

Average Balance of Common 
Equity Capital Shares (Ln 142 / 
Ln 143) 43.82% 52.52% 46.12% 53.68% 49.65% 63.25% 47.80% 

         
147 Equity Capital Share Limit 50.00% 50.00% 50.00% 100.00% 51.00% 100.00% 50.00% 

148 
LTD Capital Shares with Capital 
Equity Cap 55.88% 49.73% 53.88% 46.32% 50.07% 36.75% 52.38% 

149 Preferred Stock Capital Shares 0.30% 0.27% 0.00% 0.00% 0.28% 0.00% 0.23% 
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150 
Common Equity Capital Shares 
with Capital Equity Cap 43.82% 50.00% 46.12% 53.68% 49.65% 63.25% 47.39% 

Calculation of Capital Cost Rate        

151 
LTD Capital Cost Rate (Ln 132 / 
Ln 124) 6.07% 7.31% 6.33% 5.38% 4.72% 5.25% 5.80% 

152 
Preferred Stock Capital Cost 
Rate (Ln 134 / Ln 133) 4.50% 4.20% 0.00% 0.00% 4.40% 0.00% 4.41% 

153 
Common Equity Capital Cost 
Rate 11.49% 11.49% 11.49% 11.49% 11.49% 11.49% 11.49% 

         
Calculation of Weighted Capital Cost 
Rate        

154 
LTD Weighted Capital Cost 
Rate (Ln 148 * Ln 151) 3.39% 3.63% 3.41% 2.49% 2.37% 1.93% 3.04% 

155 
Preferred Stock Capital Cost 
Rate (Ln 149 * Ln 152) 0.01% 0.01% 0.00% 0.00% 0.01% 0.00% 0.01% 

156 
Common Equity Capital Cost 
Rate (Ln 150 * Ln 153) 5.04% 5.75% 5.30% 6.17% 5.71% 7.27% 5.45% 

157 
ACTUAL WEIGHTED AVG 
COST OF CAPITAL 8.44% 9.39% 8.71% 8.66% 8.08% 9.20% 8.49% 
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Appendix A.1.2 
 

      
AEP 

Appalachian 
AEP Indiana 

Michigan 
AEP 

Kentucky AEP Ohio 

      
Transmission 

Co 
Transmission 

Co 
Transmission 

Co 
Transmission 

Co 
              
350 Land Rights     1.27% 1.44% 1.36% 
352 Structures & Improvements   1.52% 1.32% 2.08% 1.64% 
353 Station Equipment   1.68% 1.69% 2.15% 1.84% 
354 Towers & Fixtures   1.54% 1.60% 2.61% 1.92% 
355 Poles & Fixtures   2.64% 2.43% 3.95% 3.01% 
356 OH Conductors & Devices   1.19% 1.53% 2.91% 1.88% 
357 Underground Conduit   1.45% 1.56% 2.99% 2.00% 
358 Underground Conductor   7.23% 1.55% 2.62% 3.80% 
359 Roads & Trails     1.49% - 1.49% 

 

 
*For the states of Kentucky, West Virginia, Virginia, Indiana and Michigan, the formula rate will 
use rates based on the last approved depreciation study for the applicable jurisdiction (KPCo, 
APCo, or I&M).  For example, rates for the 2004 I&M depreciation study will be used for Indiana 
and Michigan. 
 
Ohio’s rates are a composite rate calculated as the average of the APCo, I&M and KPCo rates.    

AEP's rates may only be changed in a Section 205/206 proceeding based on new studies.  This 
filing may be a single issue proceeding. 
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Appendix A.1.3 
Illustration of Construction Draw Down Loan 

         
Appendix A.1.3 - Financing Costs  for Long Term Debt using the Internal Rate of Return Methodology – AEP Transco 
   HYPOTHETICAL EXAMPLE    
AEP Transco anticipates its financing will be a 7 year loan, where by AEP Transco pays Origination Fees of $7.9 million and a Commitments Fee of 0.375% on the undrawn principle. 
Consistent with GAAP, AEP Transco will amortize the Origination Fees and Commitments Fees using the standard Internal Rate of Return formula below.  
Each year, AEP Transco will true up the amounts withdrawn, the interest paid in the year, Origination Fees, Commitments Fees, and total loan amount on this attachment. 

        
Total Loan Amount       $     600,000,000      

         

Internal Rate of Return1     6.65%     
Based on following Financial Formula2:        
           
 NPV = 0 =            
           
              

              
Origination Fees          
Underwriting Discount                                      -        
Arrangement Fee                       2,000,000      
Upfront Fee                       4,400,000      
Rating Agency Fee                          200,000      
Legal Fees                       1,250,000      

   Total Issuance Expense                      7,850,000      

              
Annual Rating Agency Fee                         200,000      
Annual Bank Agency Fee                            75,000      
Revolving Credit Commitment Fee     0.375%     

  2008 2009 2010 2011 2012 2013 2014  

LIBOR Rate 4.0610% 4.0610% 4.0610% 4.0610% 4.0610% 4.0610% 4.0610%  

Spread 1.875% 1.875% 1.875% 1.875% 1.875% 1.875% 1.875%  

Interest Rate 5.94% 5.94% 5.94% 5.94% 5.94% 5.94% 5.94%  

         

(A) (B) ( C) (D) (E) (F) (G) (H) (I) 
Year  Capital 

Expenditures  ( 
$000's) 

Principle Drawn In 
Quarter ($000's) 

Principle Drawn To Date 
($000's) 

Interest Expense 
($000's) 

Origination Fees 
($000's) 

Commitment & 
Utilization Fee ($000's) 

Net Cash Flows 
($000's) 

                (D-F-G-H) 

Prior to 11/2008           16,529         
30/11/2008 Q4             8,923                           -                        -                        -    
15/02/2009 Q1          14,636           20,044                 20,044                      -                      125         19,919  
15/05/2009 Q2          17,119              8,560                 28,604                   297            8,262  
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15/08/2009 Q3          46,132           23,066                 51,670                   424          22,642  
15/11/2009 Q4          62,740           31,370                 83,040                   767          30,603  
15/02/2010 Q1        132,393           66,197               149,236                1,232                 7,725                    553        56,686  
15/05/2010 Q2        132,393           66,197               215,433                2,215                     491        63,490  
15/08/2010 Q3        132,393           66,197               281,629                3,197                     429        62,570  
15/11/2010 Q4        132,393           66,197               347,826                4,179                     367        61,650  
15/02/2011 Q1          70,588           35,294               383,120                5,162                     305        29,827  
15/05/2011 Q2          70,588           35,294               418,414                5,685                     272        29,336  
15/08/2011 Q3          70,588           35,294               453,708                6,209                     239        28,846  
15/11/2011 Q4          70,588           35,294               489,002                6,733                     206        28,355  
15/022012 Q1          51,885           25,943               514,944                7,257                     173        18,513  
15/05/2012 Q2          51,885           25,943               540,887                7,642                     148        18,152  
15/08/2012 Q3          51,885           25,943               566,829                8,027                     124        17,792  
15/11/2012 Q4          51,885           25,943               592,772                8,412                     100        17,431  
15/02/2013 Q1          11,122              7,228               600,000                8,797                       76         (1,644) 
15/05/2013 Q2                600,000                8,904                       69         (8,973) 
15/08/2013 Q3                600,000                8,904                       69         (8,973) 
15/11/2013 Q4                600,000                8,904                       69         (8,973) 
15/02/2014 Q1                600,000                8,904                       69         (8,973) 
15/05/2014 Q2                600,000                8,904                       69         (8,973) 
15/08/2014 Q3                600,000                8,904                       69         (8,973) 
15/11/2014 Q4                600,000                8,904                       69         (8,973) 
15/02/2015 Q1                600,000                8,904                        -      (608,903) 
           
1  The IRR is the Debt Cost shown on Page 5, Line 118 of Rate Formula Template.     
2  The IRR is a discount rate that makes the net present value of a series of cash flows equal to zero.  The IRR equation can only be solved 
  through iterations performed by a computer program (i.e.NPV function with goal seek in a spreadsheet program). 
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Appendix A.1.3  
Hypothetical Example of Final True-Up of Interest Rates and Interest Calculations for the Construction Loan 
               
 
               
To be Prepared on 8/15/2013 (hypothetical date)             

SUMMARY 

       Hypothetical Revenue Requirement 

YEAR  Estimated 
Effective cost 
of debt used in 
forecast/true 
up 

 Final Effective cost 
of debt for the 
construction loan: 

 Based on Estimated 
Effective cost of debt 

 Based on Actual 
Effective cost of 
debt 

 Over (Under) Recovery  Hypothetical 
Monthly Interest 
Rate applicable 
over the ATRR 
period 

 Total Amount of Construction 
Loan Related True-Up included 
in rates effective Jan 2014 
(Refund)/Owed 

2008  7.18%  7.00%   $       2,500,000.00    $     2,400,000.00    $       100,000.00   0.550%   $          (148,288.33) 
2009  6.8%  7.00%  $5,000,000.00  $5,150,000.00   $      (150,000.00)  0.560%   $           209,670.43  
2010  7.2%  7.00%  $8,300,000.00  $8,200,000.00   $       100,000.00   0.540%   $          (131,109.09) 
2011  7.3%  7.00%  $12,300,000.00  $12,000,000.00   $       300,000.00   0.580%   $          (368,656.73) 
2012*  7.1%  6.83%  $18,000,000.00  $17,900,000.00   $       100,000.00   0.570%   $          (114,946.28) 
2013**  6.50%  6.50%  $25,000,000.00  $25,000,000.00   $                        -         

2014**  6.50%  6.50%           $          (553,329.99) 
                 
*  Assumes that the construction loan is retired on Sept 1, 2012              
**  Assumes permanent debt structure is put in place on Sept 1, 2012 with effective rate of 6.5%            
Note:  True-Up period is 2008 - 2012, with the true-up amount included in 2014 forecasted ATRR.  Final effective cost of debt for 2012 is computed as follows:  ((7%*243days)+(6.5%*122days))/365days   
                              

 Calculation of Applicable Interest Expense for each ATRR period  
Interest Rate on Amount of Refunds 
or Surcharges from 35.19a 

 Over (Under) Recovery Plus Interest  Hypothetical 
Monthly Interest 
Rate 

 Months   Calculated 
Interest  

 Amortization  Surcharge 
(Refund) Owed 

               
                   

Calculation of Interest for 2008 True-Up Period                         
An over or under collection will be recovered prorata over 2008, held for 2009, 2010, 2011, 2012, 2013 and returned prorate over 2014 Monthly     
                 
January  Year 2008                             -     0.5500%  12.00              -                  -    
February  Year 2008                             -     0.5500%  11.00                -                -    
March  Year 2008  10,000   0.5500%  10.00                           (550)         (10,550) 
April  Year 2008   10,000   0.5500%  9.00                           (495)                               

(10,495) 
May  Year 2008  10,000   0.5500%  8.00                           (440)     (10,440) 
June  Year 2008  10,000   0.5500%  7.00                           (385)     (10,385) 
July  Year 2008  10,000   0.5500%  6.00                           (330)     (10,330) 
August  Year 2008  10,000   0.5500%  5.00                           (275)     (10,275) 
September  Year 2008  10,000   0.5500%  4.00                           (220)    (10,220) 
October  Year 2008  10,000   0.5500%  3.00                           (165)     (10,165) 
November  Year 2008  10,000   0.5500%  2.00                           (110)    (10,110) 
December  Year 2008  10,000   0.5500%  1.00                             (55)     (10,055) 

                                 (3,025)     (103,025) 
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            Annual       
                 
January  through 
December 

 Year 2009                                              
(103,025) 

 0.5600%  12.00                        (6,923)                                 
(109,948) 

January  through 
December 

 Year 2010                                              
(109,948) 

 0.5400%  12.00                        (7,125)                              
(117,073) 

January  through 
December 

 Year 2011                                              
(117,073) 

 0.5800%  12.00                        (8,148)                              
(125,221) 

January  through 
December 

 Year 2012                                              
(125,221) 

 0.5700%  12.00                        (8,565)                              
(133,786) 

January  through 
December 

 Year 2013   (133,786)  0.5700%  12.00                        (9,151)        (142,937) 

          
Over (Under) Recovery Plus Interest Amortized and Recovered Over 12 Months       Monthly      
January  Year 2014  142,937   0.5700%                             

(815) 
 (12,357)                    

(131,395) 
February  Year 2014  131,395   0.5700%                             

(749) 
 (12,357)                  (119,786) 

March  Year 2014  119,786   0.5700%                             
(683) 

 (12,357)                  (108,112) 

April  Year 2014  108,112   0.5700%                             
(616) 

 (12,357)                    (96,371) 

May  Year 2014   96,371   0.5700%                             
(549) 

 (12,357)                    (84,563) 

June  Year 2014  84,563   0.5700%                             
(482) 

 (12,357)                      
(72,687) 

July  Year 2014  72,687   0.5700%                             
(414) 

 (12,357)                      
(60,744) 

August  Year 2014  60,744   0.5700%                             
(346) 

 (12,357)                      
(48,733) 

September  Year 2014   48,733   0.5700%                             
(278) 

 (12,357)                   (36,653) 

October  Year 2014  36,653   0.5700%                             
(209) 

 (12,357)                      
(24,505) 

November  Year 2014  24,505   0.5700%                             
(140) 

 (12,357)                      
(12,287) 

December  Year 2014  12,287   0.5700%                               
(70) 

  
(12,357) 

                              0  

                                 
(5,351) 

     

                 
Total Amount of True-Up Adjustment for 2008 ATRR         $             (148,288)    
Less Over (Under) Recovery          $               100,000     
Total Interest                    $               (48,288)     
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Appendix A.1.3 
Hypothetical Example of Final True-Up of Interest Rates and Interest Calculations for the Construction Loan   
               

Calculation of Interest for 2009 True-Up Period                         
An over or under collection will be recovered prorata over 2009, held for 2010, 2011, 2012, 2013 and returned prorate over 2014 Monthly      
                

January  Year 

2009 

 (12,500)  0.5600%  12.00                            840     13,340  

February  Year 

2009 

 (12,500)  0.5600%  11.00                            770     13,270  

March  Year 

2009 

 (12,500)  0.5600%  10.00                            700     13,200  

April  Year 

2009 

 (12,500)  0.5600%  9.00                            630     13,130  

May  Year 

2009 

 (12,500)  0.5600%  8.00                            560     13,060  

June  Year 

2009 

 (12,500)  0.5600%  7.00                            490     12,990  

July  Year 

2009 

  (12,500)  0.5600%  6.00                            420     12,920  

August  Year 

2009 

  (12,500)  0.5600%  5.00                            350     12,850  

September  Year 

2009 

  (12,500)  0.5600%  4.00                            280     12,780  

October  Year 

2009 

  (12,500)  0.5600%  3.00                            210     12,710  

November  Year 

2009 

  (12,500)  0.5600%  2.00                            140     12,640  

December  Year 

2009 

  (12,500)  0.5600%  1.00                              70     12,570  

                                  5,460     155,460  
                 
            Annual       
                 

January  through 

December 

 Year 

2010 

 155,460   0.5400%  12.00                       10,074     165,534  

January  through 

December 

 Year 

2011 

 165,534   0.5800%  12.00                       11,521     177,055  

January  through 

December 

 Year 

2012 

 177,055   0.5700%  12.00                       12,111     189,166  

January  through 

December 

 Year 

2013 

 189,166   0.5700%  12.00                       12,939     202,104  

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 197 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE REQUESTS; R --> OATT Attachment H-20A - 
Appendix A - AEPTCo 

Effective Date: 7/1/2016 - Docket #: ER16-646-000 - Page 28 

                 
                 
Over (Under) Recovery Plus Interest Amortized and Recovered Over 12 Months       Monthly       
January  Year 

2014 
 (202,104)  0.5700%                           1,152   17,473   185,784  

February  Year 
2014 

 (185,784)  0.5700%                           1,059   17,473   169,370  

March  Year 
2014 

 (169,370)  0.5700%                              965   17,473   152,863  

April  Year 
2014 

 (152,863)  0.5700%                              871   17,473   136,262  

May  Year 
2014 

 (136,262)  0.5700%                              777   17,473   119,566  

June  Year 
2014 

 (119,566)  0.5700%                              682   17,473   102,775  

July  Year 
2014 

 (102,775)  0.5700%                              586   17,473   85,888  

August  Year 
2014 

 (85,888)  0.5700%                              490   17,473   68,905  

September  Year 
2014 

 (68,905)  0.5700%                              393   17,473   51,826  

October  Year 
2014 

 (51,826)  0.5700%                              295   17,473   34,649  

November  Year 
2014 

 (34,649)  0.5700%                              197   17,473   17,374  

December  Year 
2014 

 (17,374)  0.5700%                                99   17,473    (0) 

                                  7,566       
                 
Total Amount of True-Up Adjustment for 2009 ATRR         $               209,670     
Less Over (Under) 
Recovery 

            $           (150,000)    

Total Interest                       $                 59,670      

               
               

Calculation of Interest for 2010 True-Up Period                         
An over or under collection will be recovered prorata over 2010, held for 2011, 2012, 2013 and returned prorate over 
2014 

 Monthly      

                 

January  Year 

2010 

 8,333   0.5400%  12.00                           (540)     (8,873) 

February  Year 

2010 

 8,333   0.5400%  11.00                           (495)    (8,828) 

March  Year 

2010 

 8,333   0.5400%  10.00                           (450)    (8,783) 

April  Year  8,333   0.5400%  9.00                           (405)    (8,738) 
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2010 

May  Year 

2010 

 8,333   0.5400%  8.00                           (360)    (8,693) 

June  Year 

2010 

 8,333   0.5400%  7.00                           (315)    (8,648) 

July  Year 

2010 

 8,333   0.5400%  6.00                           (270)    (8,603) 

August  Year 

2010 

 8,333   0.5400%  5.00                           (225)    (8,558) 

September  Year 

2010 

 8,333   0.5400%  4.00                           (180)    (8,513) 

October  Year 

2010 

 8,333   0.5400%  3.00                           (135)    (8,468) 

November  Year 

2010 

 8,333   0.5400%  2.00                             (90)    (8,423) 

December  Year 

2010 

 8,333   0.5400%  1.00                             (45)    (8,378) 

                                 (3,510)    (103,510) 
            Annual       
                 

January  through 

December 

 Year 

2011 

 (103,510)  0.5800%  12.00                        (7,204)    (110,714) 

January  through 

December 

 Year 

2012 

 (110,714)  0.5700%  12.00                        (7,573)    (118,287) 

January  through 

December 

 Year 

2013 

 (118,287)  0.5700%  12.00                        (8,091)    (126,378) 

Over (Under) Recovery Plus Interest Amortized and Recovered Over 12 Months       Monthly       

January  Year 2014  126,378   0.5700%                             (720)   (10,926)   (116,173) 

February  Year 2014  116,173   0.5700%                             (662)   (10,926)   (105,909) 

March  Year 2014  105,909   0.5700%                             (604)   (10,926)   (95,587) 

April  Year 2014  95,587   0.5700%                             (545)   (10,926)   (85,206) 

May  Year 2014  85,206   0.5700%                             (486)   (10,926)   (74,766) 

June  Year 2014  74,766   0.5700%                             (426)   (10,926)   (64,266) 

July  Year 2014  64,266   0.5700%                             (366)   (10,926)   (53,707) 

August  Year 2014  53,707   0.5700%                             (306)   (10,926)   (43,087) 

September  Year 2014  43,087   0.5700%                             (246)   (10,926)   (32,407) 

October  Year 2014  32,407   0.5700%                             (185)   (10,926)   (21,666) 

November  Year 2014  21,666   0.5700%                             (123)   (10,926)   (10,864) 

December  Year 2014  10,864   0.5700%                               (62)   (10,926)  0  

                                 (4,731)      
Total Amount of True-Up Adjustment for 2010 ATRR          $           (131,109)    
Less Over (Under) Recovery             $               100,000     
Total Interest                        $           (31,109)     
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Appendix A.1.3  

Hypothetical Example of Final True-Up of Interest Rates and Interest Calculations for the Construction Loan   

Calculation of Interest for 2011 True-Up Period    
An over or under collection will be recovered prorata over 2011, held for 2012, 2013 and returned prorate over 2014 Monthly         

January  Year 2011                                                 25,000   0.5800%  12.00   (1,740)                               

(26,740) 

February  Year 2011                                                 25,000   0.5800%  11.00   (1,595)                               

(26,595) 

March  Year 2011                                                 25,000   0.5800%  10.00   (1,450)                               

(26,450) 

April  Year 2011                                                 25,000   0.5800%  9.00   (1,305)                               

(26,305) 

May  Year 2011                                                 25,000   0.5800%  8.00   (1,160)                               

(26,160) 

June  Year 2011                                                 25,000   0.5800%  7.00   (1,015)                               

(26,015) 

July  Year 2011                                                 25,000   0.5800%  6.00   (870)                               

(25,870) 

August  Year 2011                                                 25,000   0.5800%  5.00   (725)                               

(25,725) 

September  Year 2011                                                 25,000   0.5800%  4.00   (580)                               

(25,580) 

October  Year 2011                                                 25,000   0.5800%  3.00   (435)                               

(25,435) 

November  Year 2011                                                 25,000   0.5800%  2.00   (290)                               

(25,290) 

December  Year 2011                                                 25,000   0.5800%  1.00   (145)                               

(25,145) 

            (11,310)                              

(311,310) 
                 
            Annual       
                 
January  through 
December 

 Year 2012   (311,310)  0.5700%  12.00   (21,294)                              
(332,604) 

January  through 
December 

 Year 2013   (332,604)  0.5700%  12.00   (22,750)                              
(355,354) 

Over (Under) Recovery Plus Interest Amortized and Recovered 
Over 12 Months 

      Monthly     

January  Year 2014  355,354   0.5700%                          

(2,026) 

  (30,721)   (326,658) 

February  Year 2014  326,658   0.5700%                          

(1,862) 

  (30,721)   (297,798) 

March  Year 2014  297,798   0.5700%                            (30,721)   (268,774) 
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(1,697) 

April  Year 2014  268,774   0.5700%                          

(1,532) 

  (30,721)   (239,585) 

May  Year 2014  239,585   0.5700%                          

(1,366) 

  (30,721)   (210,229) 

June  Year 2014  210,229   0.5700%                          

(1,198) 

  (30,721)   (180,706) 

July  Year 2014  180,706   0.5700%                          

(1,030) 

  (30,721)   (151,015) 

August  Year 2014  151,015   0.5700%                             

(861) 

  (30,721)   (121,154) 

September  Year 2014  121,154   0.5700%                             

(691) 

  (30,721)   (91,123) 

October  Year 2014  91,123   0.5700%                             

(519) 

  (30,721)   (60,921) 

November  Year 2014  60,921   0.5700%                             

(347) 

  (30,721)   (30,547) 

December  Year 2014  30,547  0.5700%    (174)  (30,721)  0 

          (13,303) 
Total Amount of True-Up Adjustment 
for 2011 ATRR 

        $  (368,657)  

Less Over 
(Under) 
Recovery 

          $   300,000   

Total Interest                   $   (68,657)   

           

Calculation of Interest for 
2012 True-Up Period 

             

An over or under collection will be recovered prorata 
over 2012, held for 2013 and returned prorate over 2014 

     Monthly    

January  Year 2012                                                  
8,333  

 0.5700%  12.00   (570)  (8,903) 

February  Year 2012                                                  
8,333  

 0.5700%  11.00   (523)                              
(8,856) 

March  Year 2012                                                  
8,333  

 0.5700%  10.00   (475)                              
(8,808) 

April  Year 2012                                                  
8,333  

 0.5700%  9.00   (428)                              
(8,761) 

May  Year 2012                                                  
8,333  

 0.5700%  8.00   (380)                              
(8,713) 

June  Year 2012                                                  
8,333  

 0.5700%  7.00   (333)                              
(8,666) 

July  Year 2012                                                  
8,333  

 0.5700%  6.00   (285)                              
(8,618) 

August  Year 2012                                                  
8,333  

 0.5700%  5.00   (238)                              
(8,571) 
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September  Year 2012                                                  
8,333  

 0.5700%  4.00   (190)                              
(8,523) 

October  Year 2012                                                  
8,333  

 0.5700%  3.00   (143)                              
(8,476) 

November  Year 2012                                                  
8,333  

 0.5700%  2.00   (95)                              
(8,428) 

December  Year 2012                                                  
8,333  

 0.5700%  1.00   (48)                              
(8,381) 

            (3,705)                 
(103,705) 

            Annual  
January  through December  Year 2013   (103,705)  0.5700%  12.00  (7,093)                                                 

(110,798) 
Over (Under) Recovery Plus Interest Amortized and Recovered Over 12 
Months 

      Monthly   

January  Year 2014                                               
110,798  

 0.5700%     (632)  (9,579) (101,851) 

February  Year 2014                                               
101,851  

 0.5700%     (581)  (9,579)                            (92,853) 

March  Year 2014                                                 
92,853  

 0.5700%     (529)  (9,579)                            (83,803) 

April  Year 2014                                                 
83,803  

 0.5700%     (478)  (9,579)                            (74,702) 

May  Year 2014                                                 
74,702  

 0.5700%     (426)  (9,579)                            (65,549) 

June  Year 2014                                                 
65,549  

 0.5700%     (374)  (9,579)                            (56,344) 

July  Year 2014                                                 
56,344  

 0.5700%     (321)  (9,579)                            (47,086) 

August  Year 2014                                                 
47,086  

 0.5700%     (268)  (9,579)                            (37,776) 

September  Year 2014                                                 
37,776  

 0.5700%     (215)  (9,579)                            (28,412) 

October  Year 2014                                                 
28,412  

 0.5700%     (162)  (9,579)                            (18,995) 

November  Year 2014                                                 
18,995  

 0.5700%     (108)  (9,579)                              (9,525) 

December  Year 2014                                                  
9,525  

 0.5700%    (54) (9,579)                                     0  

            (4,148)  
Total Amount of True-Up Adjustment for 2012 ATRR         $             (114,946) 
Less Over (Under) Recovery     $               100,000  
Total Interest        $               (14,946) 
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   ATTACHMENT H-20B       

   

BLANK FORMULA RATE 

TEMPLATE       

   AEPTCo subsidiaries in PJM  For Twelve Months Ended  

   Transmission Cost of Service Formula Rate       

   Utilizing  Actual/Projected FERC Form 1 Data       

   

AEP _______________ TRANSMISSION 

COMPANY       

Lin

e          Transmission 

No.          Amount 

1  REVENUE REQUIREMENT (w/o incentives) (ln 113)       $0 

     Total  Allocator   

2  REVENUE CREDITS   (Worksheet E, ln 8) (Note A)  

                                

-   DA 1.00000   $                    -  

            

3  Facility Credits under PJM OATT Section 30.9 (Worksheet E, ln 9) (Note X)  -  DA 1.00000  $              - 

4  REVENUE REQUIREMENT For All Company Facilities (ln 1 less ln 2 plus ln 3)        $                    -  

MEMO:  The Carrying Charge Calculations on lines 7 to 12 below are used in calculating project revenue requirements billed through PJM Schedule 12,  

Transmission Enhancement Charges.  The total non-incentive revenue requirements for these projects shown on line 5 is included in the total on line 4. 

   

   

5 

 Revenue Requirement for PJM Schedule 12 Facilities (w/o incentives)  (Worksheet J/K)   - DA 1.00000 

 

$         -   
6 

 

NET PLANT CARRYING CHARGE w/o intra-AEP charges or credits or ROE 

incentives (Note B)       

7    Annual Rate ( (ln 1 - ln 80)/ ((ln33)  x 100))      0.00% 

8    Monthly Rate (ln 7 / 12)       0.00% 

9  NET PLANT CARRYING CHARGE ON LINE 7 , w/o depreciation or ROE incentives (Note B)        

10    Annual Rate ( (ln 1 - ln 80 - ln 83) / ((ln33) x 100))      0.00% 

11  NET PLANT CARRYING CHARGE ON LINE 10, w/o Return, income taxes or ROE incentives (Note B)        

12    Annual Rate ( (ln 1 - ln 80 - ln 83 - ln 108 - ln 109) / ((ln 33) x 100))      0.00% 

13 

 

ADDITIONAL REVENUE REQUIREMENT for projects w/ incentive ROE's (Note B) 

(Worksheet J/K)        - 

14 
 REVENUE REQUIREMENT FOR SCHEDULE 1A CHARGES 

15 
 Total Load Dispatch & Scheduling (Account 561)  Line 63 Below                              -  

16  Less:  Load Disptach - Scheduling, System Control and Dispatch Services (321.88.b)       -  

17  Less:  Load Disptach - Reliability, Planning & Standards Development Services (321.92.b)       -  

18 

 Total 561 Internally Developed Costs (Line 15 - Line 16 - Line 17)                             -  
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    AEPTCo subsidiaries in PJM       

    Transmission Cost of Service Formula Rate       

    Utilizing  Actual/Projected FERC Form 1 Data       
    AEP _______________ TRANSMISSION COMPANY       

  (1) (2)  (3)   (4)  (5) 

   Data Sources       Total 

  RATE BASE CALCULATION (See "General Notes")  TO Total  Allocator  Transmission 
Line     NOTE C      

No.  GROSS PLANT IN SERVICE         

19    Transmission (Worksheet A ln 14. (d). & Ln 117)                                 -   DA                                 -  
20    Less: Transmission ARO (Enter Negative)  (Worksheet A ln 14. (e) .)                                 -   TP 0.00000                                -  

21    General Plant    (Worksheet A ln 14.(h))                                  -   W/S 1.00000                                -  

22    Less: General Plant ARO (Enter Negative)  (Worksheet A ln 14.(i))                                  -   W/S 1.00000                                -  
23    Intangible Plant (Worksheet A ln 14.(j))                                  -   W/S 1.00000                                -  

24  TOTAL GROSS PLANT       (Sum of Lines: 19 to 23)                                 -   GP= 0.000000                                -  

       GTD=                 -      

25  ACCUMULATED DEPRECIATION AND AMORTIZATION        
           

           

26    Transmission (Worksheet A ln 28 (d). & ln 43 (b))                                 -   TP1= 0.00000                                -  

27    Less: Transmission ARO (Enter Negative)  (Worksheet A ln 28.(e))                                  -   TP1= 0.00000                                -  
28    General Plant    (Worksheet A ln 28.(h))                                  -   W/S 1.00000                                -  

\29    Less: General Plant ARO (Enter Negative)  (Worksheet A ln 28.(i))                                  -   W/S 1.00000                                -  

30    Intangible Plant (Worksheet A ln 28.(j))                                  -   W/S 1.00000                                -  

31  TOTAL ACCUMULATED DEPRECIATION (Sum of Lines: 26 to 30)                                 -                                    -  
32  NET PLANT IN SERVICE         

33    Transmission (ln 19 + ln 20 - ln 26 - ln 27)                                 -                                    -  

34    General Plant     (ln 21 + ln 22 - ln 28 - ln 29)                                 -                                    -  
35    Intangible Plant  (ln 23 - ln 30)                                  -                                    -  

36  TOTAL NET PLANT IN SERVICE (Sum of Lines: 33 to 35)                                 -   NP= 0.000000                                -  

37  DEFERRED TAX ADJUSTMENTS TO RATE BASE (Note D)        

38    Account No. 281.1 (enter negative) (Worksheet B, ln 2 & ln 5.E)                                 -   NA                                 -  
39    Account No. 282.1 (enter negative) (Worksheet B, ln 7 & ln 10.E)                                 -   DA                                 -  

40    Account No. 283.1 (enter negative) (Worksheet B, ln 12 & ln 15.E)                                 -   DA                                 -  

41    Account No. 190.1 (Worksheet B, ln 17 & ln 20.E)                                 -   DA                                 -  
42    Account No. 255 (enter negative) (Worksheet B, ln 24 & ln 25.E)                                 -   DA                                 -  

43  TOTAL ADJUSTMENTS (sum lns 38 to 42)                                  -                                    -  

44  PLANT HELD FOR FUTURE USE (Worksheet A ln 44. (e)) ln 45. (e))                                 -   DA                                 -  

45  REGULATORY ASSETS (Worksheet A ln 51. (e))                                  -   DA                                 -  
46  UNFUNDED RESERVES (ENTER NEGATIVE) (NOTE Y) (Worksheet A ln 54. (e))    W/S 1.00000   

47  WORKING CAPITAL (Note E)        

48  Cash Working Capital (1/8 * ln 66)                                  -                                    -  

49   Transmission Materials & Supplies (Worksheet C, ln 2.(F))                                  -   TP 0.00000                                -  
50    A&G Materials & Supplies  (Worksheet C, ln 3.(F))                                  -   W/S 1.00000                                -  

51    Stores Expense  (Worksheet C, ln 4.(F))                                  -   GP 0.00000                                -  

52    Prepayments (Account 165) - Labor Allocated (Worksheet C, ln 8.(G))                                  -   W/S 1.00000                                -  
53    Prepayments (Account 165) - Gross Plant (Worksheet C, ln 8.(F))                                  -   GP 0.00000                                -  

54    Prepayments (Account 165) - Transmission Only (Worksheet C, ln 8.(E))                                  -   DA 1.00000                                -  

55    Prepayments (Account 165) - Unallocable (Worksheet C, ln 8.(D))                                  -   NA 0.00000                                -  

56  TOTAL WORKING CAPITAL (sum lns 48 to 55)                                  -                                    -  
57  IPP CONTRIBUTIONS FOR CONSTRUCTION   (Note F) (Worksheet D, ln 8.B)                                 -    DA  1.00000                                -  

             

58  RATE BASE  (sum lns36, 43, 45, 46, 56, 57)                                   -                                    -  
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    AEPTCo subsidiaries in PJM       

    Transmission Cost of Service Formula Rate       

    Utilizing  Actual/Projected FERC Form 1 Data       

    

AEP _______________ TRANSMISSION 

COMPANY       

  (1) (2)  (3)  (4)  (5) 

  EXPENSE, TAXES, RETURN & REVENUE Data Sources       Total 
  REQUIREMENTS  CALCULATION (See "General Notes")  TO Total  Allocator  Transmission 

Line           

No.  OPERATION & MAINTENANCE EXPENSE         

59    Customer Related Expense 

322 & 

323.164,171,178.b                                  -       

60    Regional Marketing Expenses 322.131.b                                  -       
61    Transmission  321.112.b                                  -       

62  TOTAL O&M EXPENSES (sum lns 59  to 61)                                  -       

63       Less: Total Account 561 (Note G) (Worksheet F, ln 14.C)                                 -       

64       Less: Account 565 (Note H) 321.96.b                                  -       
65       Less: Regulatory Deferrals & Amortizations (Note I) (Worksheet F, ln 4.C)                                 -       

66  Total O&M Allocable to Transmission (lns 61 - 63 - 64 - 65)                                 -   TP 0.00000                                -  

67    Administrative and General 

323.197.b (Notes J & 

M)                                  -       
68    Less:    Acct. 924, Property Insurance 323.185.b                                  -       

69                 Acct. 928, Reg. Com. Exp. 323.189.b                                  -       

70                 Acct. 930.1, Gen. Advert. Exp. 323.191.b                                  -       

71                 Acct. 930.2, Misc. Gen. Exp. 323.192.b                                  -       

72       Balance of A & G (ln 67 - sum ln 68  to ln 71)                                 -   W/S 1.00000                                -  

73       Plus: Acct. 924, Property Insurance (ln 68)                                  -   

 

GP(

h)  0.00000                                -  
74             Acct. 928 - Transmission Specific Worksheet F ln 21.(E) (Note L)                                 -   TP 0.00000                                -  

75             Acct 930.1 - Only safety related ads -Direct Worksheet F ln 38.(E) (Note L)                                 -   TP 0.00000                                -  

76             Acct 930.2 - Misc Gen. Exp. - Trans Worksheet F ln 43.(E) (Note L)                                 -   DA 1.00000                                -  
77           PBOP Adjustment Worksheet O Ln 16 (B),  (Note K & M)                                 -   W/S 1.00000                                -  

78       A & G Subtotal (sum lns 72  to 77)                                  -                                    -  

             

79   O & M EXPENSE SUBTOTAL (ln 66+ ln 78)                                  -                                    -  
80       Plus: Transmission Lease Payments To Affiliates in Acct 565 (Company Records) (Note H)    DA 1.00000                                -  

81  TOTAL O & M EXPENSE (ln 79 + ln 80)                                  -                                    -  

82  DEPRECIATION AND AMORTIZATION EXPENSE         

83    Transmission  336.7.f                                  -   TP1 0.00000                                -  
84    General  336.10.f                                  -   W/S 0.00000                                -  

85    Intangible 336.1.f                                  -   W/S 1.00000                                -  

86  TOTAL DEPRECIATION AND AMORTIZATI0N (Ln 83+84+85)                                  -                                    -  

87  TAXES OTHER THAN INCOME (Note N)        
88    Labor Related         

89            Payroll Worksheet H ln 23.(D)                                  -   W/S 0.00000                                -  

90    Plant Related          

91           Property Worksheet H-p2  ln 3.(C) & ln 3.(G)                                 -   DA 1.00000  0 
92           Gross Receipts/Sales & Use Worksheet H ln 23.(F)                                  -   NA 0.00000                                -  

93           Other Worksheet H ln 23.(E)                                  -   GP 0.00000                                -  

94  TOTAL OTHER TAXES (sum lns 89 to 93)                                  -                                    -  

95  INCOME TAXES  (Note O)        
96       T=1 - {[(1 - SIT) * (1 - FIT)] / (1 - SIT * FIT * p)} =   -%      

97      EIT=(T/(1-T)) * (1-(WCLTD/WACC)) =   -%      

98         where WCLTD=(ln 136) and WACC = (ln 139)         
99         and FIT, SIT & p are as given in Note O.         

100        GRCF=1 / (1 - T)  = (from ln 96)                        -       

101  Amortized Investment Tax Credit (enter negative) (FF1 p.114, ln 19.c)                                  -       

102  

Excess Deferred Income Tax 

(Note T)  -  

NP(

h)  

0.00000 

 

                             - 

103  

Tax Effect of Permanent and Flow-Through Differences 

(Note T)  -  

NP(

h)  

0.00000 

 

                             - 

104  Income Tax Calculation  (ln 97 * ln 109)                                  -                                    -  

105  ITC adjustment (ln 100 * ln 101)                                  -   

 

NP(
h)  0.00000                                -  

106  Excess Deferred Income Tax (ln 100 * ln 102)                                  -                                    -  

107  Tax Effect of Permanent and Flow-Through Differences (ln 100 * ln 103)                                  -                                    -  

108  TOTAL INCOME TAXES (sum lns 104 to 107)                                  -                                       -  
           

109  RETURN ON RATE BASE (Rate Base*WACC) (ln 58 * ln 139)                                  -                                    -  

110  INTEREST ON IPP CONTRIBUTION FOR CONST. (Note F) (Worksheet D, ln 2.(B))                                 -    DA  1.00000                                -  
111  (Gains) / Losses on Sales of Plant Held for Future Use (Worksheet N, ln 4, Cols. ((F) & (H))                                 -                                    -  

112   Tax Impact on Net Loss / (Gain) on Sales of Plant Held for Future Use (ln 111 * ln97)                                 -                                    -  

113  TOTAL REVENUE REQUIREMENT                                  -                                    -    

      (sum lns81, 86, 94, 108, 109, 110, 111, 112)         
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    AEPTCo subsidiaries in PJM       

    Transmission Cost of Service Formula Rate       

    Utilizing  Actual/Projected FERC Form 1 Data       
    AEP _______________ TRANSMISSION COMPANY       

    SUPPORTING CALCULATIONS       

ln           

No.  TRANSMISSION PLANT INCLUDED IN PJM TARIFF         
114  Total transmission plant    (ln 19)                                     -  

115    Less transmission plant excluded from PJM Tariff  (Worksheet A, ln 42.(d)) (Note P)                                   -    

116    Less transmission plant included in OATT Ancillary Services (Worksheet A, ln 42, Col. (b))  (Note Q)                                  -    

117  Transmission plant included in PJM Tariff (ln 114 - ln 115 - ln 116)                                     -  

118  Percent of transmission plant in PJM Tariff (ln 117 / ln 114)      TP= 0.00000 

119  WAGES & SALARY ALLOCATOR (W/S) (Note R) Direct Payroll 
Payroll Billed from  
AEP Service Corp. Total     

120    Line Deliberately Left Blank         

121    Transmission 354.21.b 0 0                       -    TP 0.00000                                -  

122    Regional Market Expenses 354.22.b 0 0                       -    NA 0.00000                                -  
123    Line Deliberately Left Blank         

124    Other (Excludes A&G)  354.24,25,26.b 0 0                       -    NA 0.00000                                -  

125  Total (sum lns 121 122 & 124) 0 0 0                                  -  

126  Transmission related amount       W/S= 0.00000 

  Acutal (Uncapped) Capital Structure         

127  WEIGHTED AVERAGE COST OF CAPITAL (WACC)        $ 

128  Long Term Interest (Worksheet M, ln. 36, col. (d))                                     -  
129  Preferred Dividends  (Worksheet M, ln. 45, col. (d))                                     -  

130  Development of Common Stock:         

131  Proprietary Capital  (Worksheet M, ln. 14, col. (b ))                                     -  

132  Less: Preferred Stock (Worksheet M, ln. 14 col. (c))                                     -  
133  Less: Account 216.1  (Worksheet M, ln. 14, col. (d))                                     -  

134  Less: Account 219 (Worksheet M, ln. 14, col. (e))                                     -  

135  Common Stock (ln 131 - ln 132 - ln 133 - ln 134)                                    -  
     Capital Structure Percentages   Cost    

     $  Actual Cap Limit  (Note S)   Weighted 

136    Long Term Debt (Note S) Worksheet M, ln 28, col. (g), ln 37, col. (d))                      -     0.0000 

137    Preferred Stock (ln 132)                      -     0.0000 
138    Common Stock (ln 135)      10.35%  0.0000 

139   Total (Sum lns 136 to 138)       WACC= 0.0000 

           

140  Capital Structure Equity Limit (Note Z) 55%        
           

  AEP OPERATING COMPANIES' COMPOSITE (Note S)         

141  WEIGHTED AVERAGE COST OF CAPITAL (WACC)        $ 

142  Long Term Interest (Worksheet Q, ln. 132)                                   -  
143  Preferred Dividends  (Worksheet Q, ln. 134)                                   -  

144  Development of Common Stock:         

145  Proprietary Capital  (Worksheet Q, ln. 135)                                   -  

146  Less: Preferred Stock (Worksheet Q, ln. 136)                                   -  
147  Less: Account 216.1  (Worksheet Q, ln. 137)                                   -  

148  Less: Account 219 (Worksheet Q, ln. 138)                                   -  

149  Common Stock (ln 144 - ln 145 - ln 146 - ln 147)       
           

150     % $  Cost  Weighted 

151    Long Term Debt   (Worksheet Q, ln 140)        #DIV/0! 

152    Preferred Stock (Worksheet Q, ln 141)        #DIV/0! 
153    Common Stock (Worksheet Q, ln 142)      10.35%  #DIV/0! 

154   Total (Worksheet Q, ln 143)       WACC= #DIV/0! 
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    AEPTCo subsidiaries in PJM       

    Transmission Cost of Service Formula Rate       

    Utilizing  Actual/Projected FERC Form 1 Data       

    AEP _______________ TRANSMISSION COMPANY       

Letter   Notes       

  General Notes:  a)  References to data from Worksheets are indicated as:  Worksheet X, Line#.Column.X       

A  Revenue credits include:         

  1) Forfeited Discounts.         

  2) Miscellaneous Service Revenues.         

  3) Rental revenues earned on assets included in the rate base.        

  4) Revenues for associated business projects provided by employees whose labor and overhead costs are in the transmission cost of service.     

  5) Other electric revenues.         

  6) Revenues for grandfathered PTP contracts included in the load divisor.        

 

 

7) If AEP Transmission companies have any directly assigned transmission facilities, the revenue credits in the formula rate shall include all revenues associated with those directly assigned transmission facilities, irrespective of whether the loads of the customer are 

included in the formula rate divisor; provided however, such addition to revenue credits shall not be reflected if the costs of such directly assigned transmission facilities are not included in the transmission plant balances on which the formula rate ATRR is based. 

  See Worksheet E for details.         

B  The annual and monthly net plant carrying charges on page 1 are used to compute the revenue requirement for RTEP sponsored upgrades or those projects receiving approved incentive-ROE's. 

Interest  will be calculated based on Worksheet R and any over under recovery will be filed posted as part of the informational filing. 

 

   

C  Transmission Plant Balances in this study are projected or actual average 13 month balances.       

D  The total-company balances shown for Accounts 281, 282, 283, 190 only reflect ADIT that relates to utility operations. The balance of Account 255 is reduced by prior flow   

  through and is completely excluded if the utility chose to utilize amortization of tax credits against FIT expense. An exception to this is pre-1971 ITC balances, which are   

  required to be taken as an offset to rate base. Account 281 is not allocated.  In compliance with FERC Rulemaking RM02-7-000, Asset Retirement Obligation deferrals have  

 

 

been removed from ratebase. Transmission ADIT allocations are shown on WS B.  In compliance with FERC Rulemaking  the calculation of ADIT in the annual projection will be performed in accordance with IRS regulation Section1.167(I)-I(h)(6)(ii).  Detailed 

balances for the projected or actual period, distinguished between utility and non-utility balances, will be filed and posted as part of the informational filing. 

  The company will not include the ADIT portion of deferred hedge gains and losses in rate base.        

E 

 

Cash Working Capital assigned to transmission is one-eighth of O&M allocated to transmission, as shown 

on line 66. It excludes:         

  1)  Load Scheduling & Dispatch Charges in account 561 that are collected in the OATT Ancilliary Services Revenue, as shown on line 63.       

  2)  Costs of Transmission of Electricity by Others, as described in Note H.         

  3)  The impact of state regulatory deferrals and amortizations, as shown on line  65         

  4) All A&G Expenses, as shown on line 78.         

F  Consistent with Paragraph 657 of Order 2003-A, the amount on line 78 is equal to the balance of IPP System Upgrade Credits owed to transmission customers that   

  made contributions toward the construction of System upgrades, and includes accrued interest and unreturned balance of contributions.  The annual interest    

  expense is included on line 110.         

G 

 

Removes from the cost of service the Load Scheduling and Dispatch expenses booked to accounts 561.1 through 561.8.  Expenses recorded in these accounts, with the exception 

of 561.4 & 561.8 (lines 16 & 17 above) are recovered in Schedule 1A, OATT ancillary services rates. See Worksheet F, lines 5 through 14, for descriptions and the Form 1 Source 

of these accounts' balances.      

H  Removes cost of transmission service provided by others to determine the basis of cash working capital on line 66. To the extent such service is incurred to provide the PJM service at issue, e.g. lease payments to 

affiliates, such costs are added back on line 88 to determine the total O&M collected in the formula.  The amounts on line 80 is also excluded in the calculation of the FCR percentage calculated on lines 6 through 

12. 

 

 

  

 

 

The addbacks  on line 80 of activity recorded in 565 represents inter-company sales or purchases of 

transmission capacity necessary to meet each AEP company's transmission load relative to their available 

transmission capacity.         

 

 

The company records referenced on line and 80 is the AEP___________TRANSMISSION COMPANY 

general ledger.         

I  Removes the impact of state regulatory deferrals or their amortization from Transmission O&M expense.          

J 

 

General Plant and Administrative & General expenses, other than in accounts 924, 928, and 930, will be functionalized  based on the Wages & Salaries "W/S" allocator. The allocation basis for accounts 

924, 928 and 930 are separately presented in the formula. A change in the allocation method for an account must be approved via a 205 filing with the FERC.   

K  The Post-employment Benefit Other than Pension (PBOP) expense is fixed based on an approved ratio of PBOP expense to direct labor expense.  

L  Expenses reported for these A&G accounts will be included in the cost of service only to the extent they are specifically assignable to transmission service. Worksheet F allocates  

  these expense items. Acct 928 Includes Regulatory Commission expenses itemized in FERC Form-1 at page 351, column H.  FERC Assessment Fees and Annual Charges   

  shall not be allocated to transmission.  Only safety-related and educational advertising costs in Account 930.1 are included in the TCOS. Account 930.2 includes the    

  expenses incurred by the transmission function for Associated Business Development revenues given as a credit to the TCOS on Worksheet E.     

M  See note K above.  Recoverable PBOP expense is based on a rate of $(0.058) cents per dollar of direct labor.  This rate may be adjusted up or down every four years based on a comparison of the Allowable 

TransCo PBOP Expense and the Actual PBOP Expense for a four year Historic and four year Projected period.  If the over or under collection is greater than plus or minus 20% of the recoverable amount, 

an adjustment will be proposed in a Section 205 rate filing. 

  

 

   

N  Includes only FICA, unemployment, highway, property and other assessments.  Gross receipts, sales & use and taxes related to income are excluded.       

O  The currently effective income tax rate,  where FIT is the Federal income tax rate; SIT is the State income tax rate, and p =      

  the percentage of federal income tax deductible for state income taxes.  See Worksheet G for the development of the Company's composite SIT.     

  A utility that elected to utilize amortization of tax credits against taxable income, rather than book tax credits to Account No. 255 and reduce rate base, must reduce its income tax  

  expense by the amount of the Amortized Investment Tax Credit (Form 1, 266.8.f)        

 

 

(ln 101) multiplied by (1/1-T) .  

If the applicable tax rates are 

zero enter 0.         

           Inputs Required: FIT = 0.00%       

   SIT= 0.00%   (State Income Tax Rate or Composite SIT.  Worksheet G))  

   p = 0.00%   (percent of federal income tax deductible for state purposes)  

 

 

The formula rate shall reflect the applicable state and federal statutory tax rates in effect during the period the calculated estimated unit charges are applicable.  If the statutory tax rates change during such period, the effective tax rates used in the formula shall be 

weighted by the number of days the pre-change rate and post-change rate each is in effect. 

P  Removes plant excluded from the OATT because it does not meet the PJM's definition of Transmission Facilities or is otherwise ineligible to be recovered under the OATT.   

Q  Removes transmission plant (e.g. step-up transformers) included in the development of OATT ancillary service rates and not already removed for reasons indicated in Note P.  

R  Includes functional wages & salaries billed by AEP Service Corporation  for support of the operating company.        

S 

 

Long Term Debt cost rate = long-term interest (ln 128) /average long term debt (ln 136).  Preferred Stock cost rate = preferred dividends (ln 129) / preferred outstanding (ln 137). Common Stock cost rate (ROE) = 10.35%, per the settlement in FERC Docket 

No. EL17-13.  It includes an additional 50 basis points for PJM RTO membership.  All Transmission Companies other than AEP Appalachian Transmission Company utilize their own capital structure and costs as shown on Worksheet M.  The calculations on 

Worksheet M will use the projected or actual 13 month average of long-term debt, common and preferred equity and calendar year long term debt interest expenses, preferred dividends and approved ROE.  The long term debt balances and long term debt cost 

rate shall not include any amounts related to hedging activity.  As shown on Worksheet Q, the AEP Appalachian Transmission Company capital structure and weighted cost of capital (WACC) shall be based on the weighted composite of the AEP East 
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Operating Companies beginning and ending average capital structure, including the beginning and ending average outstanding LTD and PS issuances with the common equity portion in Docket No. ER08-1329, and (2) the weighted composite LTD and PS cost 

using projected or actual calendar year LTD expense and PS dividends of the AEP East Operating Companies excluding all interest rate hedging costs and/or gains, until the the Company establishes its own actual capital structure. 

    

T 

 

Excess / (Deficit) Deferred Income Taxes will be amortized over the average remaining life of the assets to which it relates, unless the Commission requires a different amortization period. The Tax Effect of Permanent Differences captures the differences in 

the income taxes due under the Federal and State tax calculations that are not the result of a timing difference, including but not limited to depreciation related to capitalized AFUDC equity and meals and entertainment deductions. The Tax Effect of Flow-

Through differences captures current tax expense related to timing differences on items for which tax deductions were used to reduce customer rates through the use of flow-through accounting in a prior period. Transmission balances for the projected or 

actual period, will be filed and posted as part of the informational filing. 

U 

 

Cash investment in prepaid pension and benefits recorded in FERC Account 165 is permitted to be included in the formula.  A labor expense allocation factor will be used to allocate total company costs.  All other prepayments recorded in 

FERC Account 165 are directly assigned to the transmission function,  allocated or excludable balances detailed on Worksheet C.    

V  The formula rate shall allocate property tax expense based on the as filed net plant cost allocation method detailed on Worksheet H.       

W 

 

AEP Transmission Companies will record depreciation expense using composites of the depreciation rates shown on Worksheet P which rates will not be changed absent a Section 205 or 206 filing at FERC to seek a change in depreciation rates.  No other 

changes to the formula rate may be included in that filing. 

X 

 

Under Section 30.9 of the PJM OATT, a network customer that owns existing transmission facilities that are integrated with the Transmission Provider’s Transmission System may be eligible to receive consideration either through a billing credit or some other 

mechanism.  Calculation of any credit under this subsection, pursuant to approval by FERC for inclusion in this formula rate for collection on behalf of the network customer, shall be addressed in either the Network Customer’s Service Agreement or any other 

agreement between the parties. 

Y  The cost of service will make a rate base adjustment to remove unfunded reserves associated with contingent liabiliites recorded to Accounts 228.1-228.4 from rate base. 

Z  Per the settlement in EL17-13, equity is limited to 55% of the Company's capital structure.  If the percentage of actual equity exceeds the cap, the excess is included as long term debt in the capital structure.   
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AEPTCo subsidiaries in PJM 

 Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

  Worksheet A Rate Base 

 Company Name 

 

        

  

Gross Plant In Service 

 Line  

No Month Transmission 

Transmission 

ARO General 

General 

ARO Intangible 

   (a) (d) (e) (h) (i) (j) 

 

  (Note A) 

FF1, page 207 

Col.(g) & pg. 

206 Col. (b), 

ln 58 

FF1, page 207 

Col.(g) & pg. 

206 Col. (b), 

ln 57 

FF1, 

page 207 

Col.(g) & 

pg. 206 

Col. (b), 

ln 99 

FF1, page 

207 

Col.(g) & 

pg. 206 

Col. (b), ln 

98 

FF1, page 

205 

Col.(g) & 

pg. 204 

Col. (b), ln 

5 

 1 December Prior to Rate Year           

 2 January           

 3 February           

 4 March            

 5 April           

 6 May           

 7 June           

 8 July           

 9 August            

 10 September           

 11 October           

 12 November           

 13 December  of Rate Year           

 

14 

Average of the 13 Monthly 

Balances  

                                                     

-    

                                                  

-    

                                       

-    

                                       

-    

                                       

-    

 

        

  

Accumulated Depreciation 

 Line  

No Month Transmission 

Transmissio

n ARO General 

General 

ARO Intangible 

   (a) (d) (e) (h) (i) (j) 

 

  (Note A) 

FF1, page 

219, ln 25, 

Col. (b) 

Company 

Records 

(Included in 

total in 

Column (d)) 

FF1, page 

219, ln 28, 

Col. (b) 

Company 

Records 

(Included 

in total in 

Column 

(h)) 

FF1, page 

200, ln 21, 

Col. (b) 

 15 December Prior to Rate Year           

 16 January           

 17 February           

 18 March            

 19 April           

 20 May           

 21 June           

 22 July           

 23 August            
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24 September           

 25 October           

 26 November           

 27 December  of Rate Year           

 

28 

Average of the 13 Monthly 

Balances  

                                                     

-    

                                                  

-    

                                       

-    

                                       

-    

                                       

-    

 

        

                    

  

Line  

No Month 

OATT 

Ancillary 

Services 

(GSU) Plant 

In Service 

OATT 

Ancillary 

Services 

(GSU) 

Accumulate

d 

Depreciation 

Excluded 

Plant  - 

Plant In 

Service 

Excluded 

Plant  - 

Accumula

ted 

Depreciat

ion 

    (a) (b) (c) (d) (e) 

  

  (Note A) 

Company 

Records 

(included in 

total in 

column (d) of 

gross plant 

above) 

Company 

Records 

(included in 

total in 

column (d) of 

accumulated 

depreciation 

above) 

Company 

Records 

Company 

Records 

  

29 December Prior to Rate Year       

                                       

-    

  

30 January       

                                       

-    

  

31 February       

                                       

-    

  

32 March        

                                       

-    

  

33 April       

                                       

-    

  

34 May       

                                       

-    

  

35 June       

                                       

-    

  

36 July       

                                       

-    

  

37 August        

                                       

-    

  

38 September       

                                       

-    

  

39 October       

                                       

-    

  

40 November       

                                       

-    

  

41 December  of Rate Year       

                                       

-    

  

42 

Average of the 13 Monthly 

Balances  

                                                     

-    

                                                  

-    

                                       

-    

                                       

-    
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43 

Transmission Accumulated 

Depreciation net of GSU 

                                                     

-    

     

        

        

Plant Held For Future Use 
Source of 

Data 

Balance @ 

December 

31, 2017 

Balance 

@ 

December 

31, 2016 

Average 

Balance 

for 2017 

  

 

(a) (b) (c) (d) (e) 

  

44 Plant Held For Future Use 

FF1, page 

214, ln 47, 

Col. (d) 

                                                  

-    

                                       

-    

                                       

-    

  

        

45 

Transmission Plant Held 

For Future Use (Included 

in total on line 43) 

Company 

Records - 

Note 1 

                                                  

-    

                                       

-    

                                       

-    

  

        Regulatory Assets and Liabilities 

Approved for Recovery In 

Ratebase 

      

 

Note: Regulatory Assets & Liabilities can 

only be included in ratebase pursuant to a 205 

filing with the FERC. 

     

46         

                                       

-    

  

47         

                                       

-    

  

48         

                                       

-    

  

49         

                                       

-    

  

50         

                                       

-    

  

51 

Total Regulatory Deferrals 

Included in Ratebase 

 

                                                  

-    

                                       

-    

                                       

-    

  

        Unfunded Reserves Summary 

(Company Records) 

      

        
52 Description Account 

     

53a         

                                       

-    

  

53b         

                                       

-    

  

54 

 

Total 

                                                  

-    

                                       

-    

                                       

-    

  

        NOTE 1: On this worksheet, "Company Records" 

refers to AEP's property accounting ledger.  

     NOTE 2: The ratebase should not include the 

unamoritzed balance of hedging gains or losses. 
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AEPTCo subsidiaries in PJM 

Cost of Service Formula Rate Using  Actual/Projected FF1 Balances 

 Worksheet B Supporting ADIT and ITC Balances 

AEP _______________ TRANSMISSION COMPANY 

  (A) (B) (C)  (D)  (E) 

Line    
Balance @ December  

31, 

 
Balance @ December  

31, 

 
Average Balance  

for Number  Description Source   

1  Account 281       

2  Year End Utility Deferrals FF1, p. 272 - 273, ln 8, Col. (k)                                 -    

3  Less:  ARO Related Deferrals WS B-1 - Actual Stmt. AF Ln. 4 (Note 1)                                 -    

4  Less: Other Excluded Deferrals WS B-1 - Actual Stmt. AF Ln. 3 (Note 1)                                 -    

5  Transmission Related Deferrals Ln 2 - ln 3 - ln 4                                -                                 -                             -    

6  Account 282       

7  Year End Utility Deferrals FF1, p. 274 - 275, ln 5, Col. (k)                                 -    

8  Less:  ARO Related Deferrals WS B-1 - Actual Stmt. AF Ln. 7 (Note 1)                                 -    

9  Less: Other Excluded Deferrals WS B-1 - Actual Stmt. AF Ln. 6 (Note 1)                                 -    

10  Transmission Related Deferrals Ln 7 - ln 8 - ln 9                                -                                 -                             -    

11  Account 283       

12  Year End Utility Deferrals FF1, p. 276 - 277, ln 9, Col. (k)                                 -    

13  Less:  ARO Related Deferrals WS B-1 - Actual Stmt. AF Ln. 13 (Note 1)                                 -    

14  Less: Other Excluded Deferrals WS B-1 - Actual Stmt. AF Ln. 12 (Note 1)                                 -    

15  Transmission Related Deferrals Ln 12 - ln 13 - ln 14                                -                                 -                             -    

16  Account 190        

17  Year End Utility Deferrals FF1, p. 234, ln 8, Col. (c)                                 -    

18  Less:  ARO Related Deferrals WS B-2 - Actual Stmt. AG Ln. 4 (Note 1)                                 -    

19  Less: Other Excluded Deferrals WS B-2 - Actual Stmt. AG Ln. 3 (Note 1)                                 -    

20  Transmission Related Deferrals Ln 17 - ln 18 - ln 19                                -                                 -                             -    

21  Account 255       

22  Year End ITC Balances FF1, p. 266-267, ln 8, Col. (h)                                 -    

23  Less:  Balances Not Qualified for Ratebase  Company Records – Note 1                                 -    

24  ITC Balances Includeable in Ratebase  Ln 22 - ln 23                                -                                 -                             -    

25  Transmission Related Deferrals WS B-1 - Actual Stmt. AF Ln. 20 (Note 1)                                 -    

NOTE 1 

On this worksheet, "Company Records" refers to AEP's tax forecast and accounting ledger.  The PRTR will use projected ending balances and reflect 

proration required by IRS Letter Rule Section 1.167(I)-I(h)(6)(ii).  Line item detail of actual deferred tax items will be included on Worksheets B-1 and B-

2.      

NOTE 2 ADIT balances should exclude balances related to hedging activity.      
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Company Name 

                 

 

SPECIFIED DEFERRED 

CREDITS - Actual Cycle Only 

                 

 

PERIOD ENDED DECEMBER 

31, 2017 

                 

      

(DEBIT)  

CREDIT 

            

                   

                   

                   

 

COLUMN A COLUMN B 

COLUMN 

C 

COLUM

N D 

COLUM

N E 

COLUMN 

F 

 

COLUM

N G 

COLUMN 

H 

COLUMN 

I 

 

COLUM

N J 

COLUMN 

K 

COLUMN 

L 

 

COLUM

N M 

COLUMN 

N 

COLUMN 

O 

                   

  

PER BOOKS 

NON-

APPLICABLE/NON-

UTILITY AVERAGE 

 

FUNCTIONALIZATION AVERAGE 

 

FUNCTIONALIZATION 12/31/2016 

 

FUNCTIONALIZATION 12/31/2017 

  

    

  

ELECTRIC  

 

      

 

      

 

      

    

BALANCE 

AS 

BALANCE 

AS 

BALANC

E AS 

BALANC

E AS UTILITY                         

  

ACCUMULATED DEFERRED 

FIT ITEMS 

OF 12-31-

2016 

OF 12-31-

2017 

OF 12-31-

2016 

OF 12-31-

2017 

(B+C+D+E

)/2   

GENER

ATION 

TRANSMI

SSION 

DISTRIB

UTION   

GENER

ATION 

TRANSMI

SSION 

DISTRIB

UTION   

GENER

ATION 

TRANSMI

SSION 

DISTRIB

UTION 

                                     

1.00   ACCOUNT 281:  

                                   

2.01    

                                  

2.02    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

2.03    

                                  

2.04    0  0  0  0  0  

                             

2.05    0  0  0  0  0  

                             

2.06    0  0  0  0  0  

            

                   

3 TOTAL ACCOUNT 281 0  0  0  0  0  

 

0  0  0  

 

0  0  0  

 

0  0  0  

4 

ACCOUNT 281 - ARO-Related 

Deferrals 0  0  0  0  0  

 

0  0  0  

 

0  0  0  

 

0  0  0  

                   
5 ACCOUNT 282: 

                 

                                     

5.01    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.02    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.03    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.04    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.05    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.06    0  0  

  

0  

 

0  0  0  
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5.07    0  0      0    0  0  0          

 

      

                 

5.08    0  0      0    0  0  0                  

                 

5.09    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

5.10    0  0  

  

0  

 

0  0  0  

 

      

 

      

                   

5.11    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

5.12    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

5.13    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

5.14    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

5.15    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

5.16    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

5.17    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

5.18    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

5.19    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.20    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

5.21    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.22    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.23    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.24    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.25    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.26    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.27    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.28    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.29    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.30    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

5.31    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.32    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.33    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.34    0  0      0    0  0  0                  

                 

5.35    0  0      0    0  0  0                  

                 

5.36    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.37    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.38    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

5.39        0  0  0  
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5.40        0  0  0  

                              

5.41        0  0  0  

            

                   

                   

6 TOTAL ACOUNT 282 0  0  0  0  0  

 

0  0  0  

 

0  0  0  

 

0  0  0  

7 

ACCOUNT 282 - ARO-Related 

Deferals 0  0  0  0  0  

 

0  0  0    0  0  0  

 

0  0  0  

                   
8 ACCOUNT 283:   

                

                                     

9.01    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.02    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.03    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.04    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.05    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.06    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.07    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.08    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.09    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.10    0  0  

  

0  

 

0  0  0  

 

      

 

      

                   

9.11    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.12    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.13    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.14    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.15    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.16    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.17    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.18    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.19    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.20    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.21    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.22    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.23    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.24    0  0  

  

0  

 

0  0  0  
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9.25    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.26    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.27    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.28    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.29    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.30    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.31    0  0      0    0  0  0                  

                 

9.32    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.33    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.34    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.35    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.36    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.37    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.38    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.39    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.40    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.41    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.42    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.43    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.44    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.45    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.46    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.47    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.48    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.49    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.50    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.51    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.52    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.53    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.54    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.55    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.56    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.57    0  0  

  

0  

 

0  0  0  
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9.58    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.59    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.60    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.61    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.62    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.63    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.64    0  0      0    0  0  0                  

                 

9.65    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.66    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.67    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.68    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.69    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.70    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.71    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.72    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.73    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.74    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.75    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.76    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.77    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.78    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.79    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.80    0  0  

  

0  

 

0  0  0  

 

      

 

      

                  

9.81    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.82    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.83    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.84    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.85    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.86    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.87    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.88    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.89    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.90    0  0  

  

0  

 

0  0  0  
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9.91    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.92    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.93    0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

9.94        0  0  0  

                             

9.95        0  0  0  

                             

9.96        0  0  0  

                             

9.97        0  0  0  

                             

9.98        0  0  0  

                             

9.99        0  0  0  

            

                   

                   

10 

 

0  0  0  0  0  

 

0  0  0  

 

0  0  0  

 

0  0  0  

  

          

 

      

 

      

 

      

                   
11 DEFD STATE INCOME TAXES 0  0  

  

0  

 

0  0  0  

 

      

 

      

                 

11.01        0  0  0  

            

                   

12 TOTAL ACCOUNT 283 0  0  0  0  0  

 

0  0  0  

 

0  0  0  

 

0  0  0  

13 

ACCOUNT 283 - ARO-Related 

Deferals 0  0  0  0  0  

 

0  0  0  

 

0  0  0  

 

0  0  0  

                   

14 

JURISDICTIONAL AMOUNTS 

FUNCTIONALIZED 

                 

                   

15 

TOTAL COMPANY AMOUNTS 

FUNCTIONALIZED 

                 

                   

16 

REFUNCTIONALIZED BASED 

ON JURISDICTIONAL PLANT 

                 

                   

17 

NOTE:  POST 1970 

ACCUMULATED DEFERRED 

                 

18 

             INV TAX CRED. (JDITC) 

IN A/C 255 

              

  

                  

18.01    0  0  

  

0  

 

0  0  0  

 

      

 

      

               

18.02    0  0  

  

0  

 

0  0  0  

 

      

 

      

19 

                  
20 TOTAL ACCOUNT 255 0  0  0  0  0  

 

0  0  0  

 

0  0  0  

 

0  0  0  
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Company Name 

                 

 

ACCUMULATED DEFERRED INCOME 

TAX IN ACCOUNT 190 - Actual Cycle 

Only 

                 

 
PERIOD ENDED DECEMBER 31, 2017 

                 

      

DEBIT  

(CREDIT) 

            

                   

                   

 

COLUMN A 

COLUMN 

B COLUMN C 

COLUM

N D 

COLU

MN E COLUMN F 

 

COLUM

N G 

COLUM

N H 

COLUM

N I 

 

COLUM

N J 

COLUM

N K 

COLUM

N L 

 

COLUM

N M 

COLUM

N N 

COLUM

N O 

                   

  

PER BOOKS 

NON-

APPLICABLE/NON-

UTILITY AVERAGE 

 

FUNCTIONALIZATION AVERAGE 

 

FUNCTIONALIZATION 12/31/2016 

 

FUNCTIONALIZATION 12/31/2017 

  

    

  

ELECTRIC  

 

      

 

      

 

      

  

BALANCE 

AS 

BALANCE 

AS 

BALAN

CE AS 

BALA

NCE 

AS UTILITY 

            

 

ACCUMULATED DEFERRED FIT ITEMS 

OF 12-31-

2016 

OF 12-31-

2017 

OF 12-

31-2016 

OF 12-

31-

2017 

(B+C+D+E)

/2 

 

GENER

ATION 

TRANSM

ISSION 

DISTRIB

UTION 

 

GENER

ATION 

TRANSM

ISSION 

DISTRIB

UTION 

 

GENER

ATION 

TRANSM

ISSION 

DISTRIB

UTION 

                   1 ACCOUNT 190: 

                 

                                 

2.01    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.02    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.03    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.04    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.05    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.06    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.07    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.08    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.09    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.10    0  0  

  

0  

 

0  0  0  

 

      

 

      

               

2.11    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.12    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.13    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.14    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.15    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.16    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.17    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.18    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.19    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.20    0  0  

  

0  

 

0  0  0  

 

      

 

      

                0  0  

  

0  

 

0  0  0  
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2.21  

             

2.22    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.23    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.24    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.25    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.26    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.27    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.28    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.29    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.30    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.31    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.32    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.33    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.34    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.35    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.36    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.37    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.38    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.39    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.40    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.41    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.42    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.43    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.44    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.45    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.46    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.47    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.48    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.49    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.50    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.51    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.52    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.53    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.54    0  0  

  

0  

 

0  0  0  

 

      

 

      

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 220 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE REQUESTS; R --> OATT Attachment H-20B - AEPTCo - Part 
II - Worksheets A-R 

Effective Date: 3/11/2020 - Docket #: ER20-2598-000 - Page 13 

             

2.55    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.56    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.57    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.58    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.59    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.60    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.61    0  0      0    0  0  0                  

             

2.62    0  0      0    0  0  0                  

             

2.63    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.64    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.65    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.66    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.67    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.68    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.69    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.70    0  0  

  

0  

 

0  0  0  

 

      

 

      

              

2.71    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.72    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.73    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.74    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.75    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.76    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.77    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.78    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.79    0  0  

  

0  

 

0  0  0  

 

      

 

      

             

2.80        0  0  0  

                          

2.81        0  0  0  

                         

2.82        0  0  0  

                         

2.83        0  0  0  

                         

2.84        0  0  0  

                         

2.85        0  0  0  

                         

2.86        0  0  0  

                         

2.87        0  0  0  

                               0  0  0  
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2.88  

             

2.89        0  0  0  

                         

2.90        0  0  0  

 

0  0  0  

                      

2.91    0  0  

  

0  

 

0  0  0  

 

      

 

      

                   3 TOTAL ACCOUNT 190 0  0  0  0  0  

 

0  0  0  

 

0  0  0  

 

0  0  0  

4 ACCOUNT 190 - ARO-Related Deferals 0  0  0  0  0  

 

0  0  0  

 

0  0  0  

 

0  0  0  

 

 

  

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 222 of 829



Intra-PJM Tariffs --> OPEN ACCESS TRANSMISSION TARIFF --> OATT VI. ADMINISTRATION AND STUDY OF NEW SERVICE REQUESTS; R --> OATT Attachment H-20B - AEPTCo - Part 
II - Worksheets A-R 

Effective Date: 3/11/2020 - Docket #: ER20-2598-000 - Page 15 

COMPANY NAME HERE 

Worksheet B-3 

Excess/ Deficient ADIT Worksheet  

For Year Ended December 31, 20__ 

Debit/(Credit) 

 

A B C D E F G H 

TOTAL COMPANY BALANCES 
      

Line No.  Account (NOTE A) Description of Account 
Protected 

Unprotected 

Tax Rate 
Change 

Act 

Excess Balance 
at 

Remeasurement 
(NOTE C) 

Amortization 
Methodology 

(NOTE D) 
Amortization 

Period 

        

 

Deferred Tax Account (NOTE 
B)             

1a 
       

1b 
       

1c 
       

1d 
       

1e 
       

1f 
       

1g 
       

1h 
       

1i 
       

1j NOTE  E 
      

        

 
Regulatory Deferral Accounts 

     2a 182.3 Regulatory Asset       
 

        

2b 254 Regulatory Liability     
 

        

2c NOTE  E 
 

  
 

      

        
3 Total For Accounting Entries (Sum of Lines 1a through 2_)                                -        
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I  J  K L M N O P Q R 

1/1/20__ Beginning  Balances   Balance Sheet Entries 
Tax Expense 
Entries   

12/31/20__ Ending 
Balance 

 

Excess ADIT 
Regulatory  

Offset 

Excess 
ADIT in 
Utility 

Deferrals 

Balance 
Sheet 

Account 
Reclassific

ations 182.3 254 

410/411 
Excess 

Amortization 

410/411 
Deferred Tax 

Expense/ 
(Benefit) 

Excess 
ADIT 

Regulator
y  Offset 

Excess 
ADIT in 
Utility 

Deferrals Reference 

       

Sum of 
Cols (I) - 
(O) 

  
                  

 
                    

                    

                    

                    

                    

                    

                    

                    

                    

                  
  

          

          
              

                              
-    

 
  

              
                              
-    

 
  

              
  

  

                                          
-    

                         
-    

                           
-    

                        
-                            -                         -                            -    

                              
-    

                              
-    

 

     
 NOTE F    
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NOTE A: In order to ensure ratebase neutrality, AEP utilizes the fourth digit of its seven digit FERC Tax subaccount numbers to identify balances associated with utility 

operations vs regulatory reporting requirements.  A "1" in the fourth digit of a FERC tax account refers to the utility operations balances or activity.  Accounts with the 

"1" designation will be included in the determination of ratebase to be recovered in the formula rate.   A "4" in the fourth position of the account number indicates 

accounts used to track regulatory accounting requirements.  The excess ADIT amounts recorded in accounts with the  "4" designation will be contra to the "1" balance, 

which will ensure that in the formula rate the excess or deficiency amounts will be part of ratebase, but at the total FERC account level the tax liability or asset will be 

recorded at the current Federal FIT rate.   The amounts recorded in the "4" accounts will be offset on a net basis in the regulatory asset or liability subaccount 

established for this purpose.  

NOTE B: The amount of the FIT gross up to recorded on regulatory assets and liabilities will be reported on the first line of ADIT accounts provided for each specific 

change in tax rates.        

NOTE C: The amounts of the remeasurement shown here are as of the effective date of the change in tax rates and will remain static on this workpaper.   

      

NOTE D: {REFERENCE OR CITE TO APPROVAL OF AMORTIZATION PERIOD FOR UNPROTECTED EXCESS OR DEFICIENT ADIT} 

NOTE E: In  the event of future tax rate changes, additional lines will be inserted in both the Total Company and Transmission Functional sections above as required to 

reflect  any new ADIT or regulatory deferral accounts that may be necessary to track that tax rate change.    

NOTE F: The amount of excess amortization entries shown in lines 1a through 1h are shown as a debit or credit to the ADIT account from which it is being amortized.  

The total in line 3 is the offset recorded to the 410/411 account and will tie to the total company amount  of excess or deficient ADIT amortization shown on line 102 of 

the cost of service.   
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AEPTCo subsidiaries in PJM 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

Worksheet C Supporting Working Capital Rate Base Adjustments 

AEP _______________ TRANSMISSION COMPANY 

 (A) (B) ( C ) (D)  (E)  (F) (G) (H) (I) 

 Materials & Supplies  

Line    Balance @ December 

31, 

 

Balance @ December 31,  

 

Average Balance for  

 `  

Number   Source      

1            

2  Transmission Materials & Supplies FF1, p. 227, ln 8, Col. (c) & (b)                                   -       

3  General Materials & Supplies FF1, p. 227, ln 11, Col. (c) & (b)                                   -       

4  Stores Expense (Undistributed) – Account 163 FF1, p. 227, ln 16, Col. (c) & (b) 0   0                               -       

                        

 Prepayment Balance Summary (Note 1)  

      100%  Transmission Transmission Total Included  

   Average of  Excludable  Transmission  Plant  Labor in Ratebase  

5   YE Balance Balances  Related  Related Related (E)+(F)+(G)  

6  Totals as of December 31,  0  0   0   0  0  0   

7  Totals as of December 31,          

8  Average Balance                                     -                                 -                                     -                                  -                            -                         -     

 Prepayments Account 165 - Balance @ 12/31/   

      100%  Transmission Transmission Total Included  

   ___ Excludable  Transmission  Plant  Labor in Ratebase  

9 Acc. No. Description YE Balance Balances  Related  Related Related (E)+(F)+(G) Explanation 

10                                  -                                   -                          -     

11                                  -                                   -                          -     

12                                  -                                -                         -     

13                                  -                              -     

14                                  -                                -                         -     

15                                  -                              -     

16                                  -                              -     

17                                  -                         -     

18                                  -                              -     

19                                  -                                -                         -     

  Subtotal - Form 1, p 111.57.c   0  0   0   0  0  0   

 Prepayments Account 165 - Balance @ 12/31/   

      100%  Transmission Transmission Total Included  

   ___ Excludable  Transmission  Plant  Labor in Ratebase  

20 Acc. No. Description YE Balance Balances  Related  Related Related (E)+(F)+(G) Explanation 

21         0                        -     

22         0                        -     

23         0                        -     

24                                -     

25     0                            -     

26     0                            -     

27     0                            -     

28     0                            -     

29          0                       -     

30     0                            -     

31     0                            -     

  Subtotal - Form 1, p 111.57.d                  

Note 1: 

Prepayment Balance will not include: (i) federal and state income tax payments made to offset additional tax 

liabilities resulting (or expected to result) from prior federal or state audits or from the filing of one or more amended 

income tax returns; (ii) outstanding income tax refunds due to [company] resulting (or expected to result) from prior 

federal or state audits or from the filing of one or more amended income tax returns; or (iii) prepayments of federal or 

state income taxes which are attributable to income earned during periods prior to January 1 of the year depicted in 

the Balance Sheet (as described in USofA Account 236).         
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AEPTCo subsidiaries in PJM 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

Worksheet D Supporting  IPP Credits 

AEP _______________ TRANSMISSION COMPANY 

Line (A) (B)  

Number Description ___  

1 Net Funds from IPP Customers 12/31/___ (___ FORM 1, P269) 

                  

-     

2 Interest Expense (Company Records – Note 1)    

3 Revenue Credits to Generators (Company Records – Note 1) 

                  

-     

4 Other Adjustments   

5 Accounting Adjustment  (Company Records – Note 1)    

6   

                  

-     

     

7 Net Funds from IPP Customers 12/31/ (___ FORM 1, P269) 

                  

-     

    

8 Average Balance for Year as Indicated in Column ((ln 1 + ln 7)/2) 

                  

-     

Note 1 

On this worksheet Company Records refers to AEP ___ TRANSMISSION 

COMPANY 's general ledger.   
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AEPTCo subsidiaries in PJM 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

 Worksheet E Supporting Revenue Credits 

AEP _______________ TRANSMISSION COMPANY 

      (a) (b) (c) 

Line        Total   Non-  

Number Description Company Transmission Transmission 

1 Account 450, Forfeited Discounts  (FF1 p.300.16.(b); Company Records - Note 1)                              -      

2 Account 451,Miscellaneous Service Revenues  (FF1 p.300.17.(b); Company Records - Note 1) 

  

                         -      

3 Account 454, Rent from Electric Property (FF1 p.300.19.(b); Company Records - Note 1)                          -      

4 Account 4560015, Associated Business Development - (Company Records - Notes 1, 2)                           -      

5 Account 456 - Other Electric Revenues - (Company Records - Notes 1, 2)                           -      

5a Account 457.1, Regional Control Service  Revenues (FF1 p.300.23.(b); Company Records - Note 1)    

5b Account 457.2, Miscellaneous Revenues (FF1p.300.24.(b); Company Records - Note 1)    

6 Subtotal - Other Operating Revenues (Company Total equals (FF1 p. 300.26.(b))                          -      

7 Accounts  4470004 & 4470005, Revenues from Grandfathered Transmission Contracts - (Company Records - Note 1)                     -     

                       

-    

8 Total Other Operating Revenues To Reduce Revenue Requirement    

9 Facility Credits under PJM OATT Section 30.9   - 

     

Note 1 

The total company data on this worksheet comes from the indicated FF1 source, or AEP ___ TRANSMISSION COMPANY 's general ledger. 

The functional amounts identified as transmission revenue also come from the general ledger.    

Note 2 The total of line 4 and line 5 will equal total Account 456 as listed on FF1 p.300.21-22.(b)    
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AEPTCo subsidiaries in PJM 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

 Worksheet F Supporting Allocation of Specific O&M or  A&G Expenses 

AEP _______________ TRANSMISSION COMPANY 

 (A) (B) (C) (D) (E) (F) 

     100%  

Line   ___ 100% Transmission  

Number Item No. Description Expense Non-Transmission Specific Explanation 

  Regulatory O&M Deferrals & Amortizations     

1                           -       

2                            -       

3                            -       

4  Total 0       

  Detail of Account 561 Per FERC Form 1     

5       

6 FF1 p 321.85.b 561.1 - Load Dispatch - Reliability      

7 FF1 p 321.86.b 561.2 - Load Dispatch - Monitor & Operate Trans System      

8 FF1 p 321.87.b 561.3 - Load Dispatch - Trans Service & Scheduling      

9 FF1 p 321.88.b 561.4 - Scheduling, System Control & Dispatch      

10 FF1 p 321.89.b 561.5 -  Reliability, Planning and Standards Development      

11 FF1 p 321.90.b 561.6 - Transmission Service Studies      

12 FF1 p 321.91.b 561.7 - Generation Interconnection Studies      

13 FF1 p 321.92.b 561.8 -  Reliability, Planning and Standards Development Services      

14  Total of Account 561     

  Account 928     

15                                -   

16                                -   

17                                -   

18                                -   

19                                -   

20       

21  Total (FERC Form 1 p.323.189.b)                        -                                  -                            -   

  Account 930.1     

22                                     -                            -   

23                                     -                            -   

24                                     -                            -   

25                                     -                            -   

26                                     -                            -   

27                                     -                            -   

28                                     -                            -   

29                                     -                            -   

30                                     -                            -   

31                                     -                            -   

32                                     -                            -   

33                                     -                            -   

34                                     -                            -   

35       

36                                     -                            -   

37                                     -                            -   

38  Total (FERC Form 1 p.323.191.b)                        -                                  -                            -   

  Account 930.2     

39        

40        

41        

42        

43  Total (FERC Form 1 p.323.192.b)                        -                                  -                            -   
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AEPTCo subsidiaries in PJM 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

 Worksheet G Supporting - Development of Composite State Income Tax Rate 

AEP _______________ TRANSMISSION COMPANY  

1 ________ Tax Rate       

 Apportionment Factor – Note 1       

    Effective State Tax Rate       

2 ________ Tax Rate        

 Apportionment Factor – Note 1       

    Effective State Tax Rate       

3 ________ Tax Rate        

 Apportionment Factor – Note 1       

    Effective State Tax Rate       

4 ________ Tax Rate        

 Apportionment Factor – Note 1       

    Effective State Tax Rate       

5 ________ Tax Rate        

 Apportionment Factor – Note 1       

    Effective State Tax Rate       

 Total Effective State Income Tax Rate      

Note 1 Apportionment Factors are determined as part of the Company's annual tax return for that jurisdiction. 
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AEPTCo subsidiaries in PJM 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 
 Worksheet H Supporting Taxes Other than Income 

AEP _______________ TRANSMISSION COMPANY 

  (A)  (B)  (C)  (D)  (E)  (F) 

Line    Total         

No.  Account  Company  Property  Labor  Other  Non-Allocable 

1  Revenue Taxes  NOTE 1         

2  List Individual Taxes Here                                     -    

3  Real Estate and Personal Property Taxes           
4  Real and Personal Property - Jurisdiction #1                           -          

5  Real and Personal Property - Jurisdiction #2                           -          

6  Real and Personal Property - Jurisdiction #3                           -          
7  Real and Personal Property - Other Jurisdictions                           -          

8  Payroll Taxes            

9  Federal Insurance Contribution (FICA )                                -        
10  Federal Unemployment Tax                                -        

11  State Unemployment Insurance                                -        

12  Line Deliberately Left Blank           

13  State Severance Taxes                                     -    
14  Miscellaneous Taxes            

15  List Individual Taxes Here                                     -    

16                               -      
17                                        -    

18                               -      

19                               -      
20                               -      

21                                        -    

22                                        -    

23   Total Taxes by Allocable Basis                         -                           -                             -                        -                               -    

  (Total Company Amount Ties to FFI p.114, Ln 14,(c))          

  NOTE 1: The detail of each total company number and its source in the FERC Form 1 is shown on WS H-1.         

  Functional Property Tax Allocation 

    

Lines 24-58 Column (B) 

Deliberately Left Blank  Transmission  

Lines 24-58 Column (D) 

Deliberately Left Blank  General  Total 

24  Functionalized Net Plant (TCOS, Lns 33 thru 36)          

  ________ JURISDICTION           
25  Percentage of Plant in ________ JURISDICTION           

26  Net Plant in ________ JURISDICTION (Ln 24 * Ln 25)          

27  Less: Net Value of Exempted Generation Plant           

28  Taxable Property Basis (Ln 26 - Ln 27)           
29   Relative Valuation Factor            

30  Weighted Net Plant (Ln 28 * Ln 29)           

31  General Plant Allocator (Ln 31 / (Total - General Plant))          

32  Functionalized General Plant (Ln 31 * General Plant)          

33  Weighted ________ JURISDICTION Plant (Ln 30 + 32)          
34  Functional Percentage (Ln 33/Total Ln 33)           

35  Net Plant in __________ JURISDICTION (Ln 24 - Ln 26)          

36  Less: Net Value of Exempted Generation Plant           

37  Taxable Property Basis (Ln 36 - Ln 37)           
38   Relative Valuation Factor            

39  Weighted Net Plant (Ln 37 * Ln 38)           

40  General Plant Allocator (Ln 39 / (Total - General Plant))          

41  Functionalized General Plant (Ln 41 * General Plant)          
42  Weighted __________ JURISDICTION Plant (Ln 39 + 41)          

43  Functional Percentage (Ln 42/Total Ln 42)           
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AEPTCo subsidiaries in PJM     

Cost of Service Formula Rate Using Actual/Projected FF1 Balances     

 Worksheet H page 2 Form 1 Source Reference of Company Amounts on WS H     

AEP___________TRANSMISSION COMPANY     

           

  (A)  (B) (C) (D)     

           

Line    Total FERC FORM 1      

No.   Annual Tax Expenses by Type (Note 1)   Company Tie-Back FERC FORM 1 Reference     

           

1  Revenue Taxes         

2  Gross Receipts Tax         

       P.263.1 ln 7 (i)     

      P.263.2 ln 3 (i)     

       P.263.2 ln 4 (i)     

  (A) (B) (C) (D) (E) (F) (G)   

  

"Real Estate and Personal Propety Tax Detail  

Annual Tax Expenses by Type (Note 1)" Tax Year Total Comapny FERC FORM 1 Tie-Back FERC FORM 1 Reference 

Tax Year Transmission    

       

Factor 

(Note 2) 

Function 

(Note 2) 

  

3  Real Estate and Personal Property Taxes Total (Ln 4 + Ln 5 + Ln 6 + Ln 7)         

4  Real and Personal Property -          

            

            

            

5  Real and Personal Property -          

            

            

6  Real and Personal Property -          

            

            

7  Real and Personal Property - Other Jurisdictions         

            

           

           

Line  (A)      (C) (D) 

    

No.  Annual Tax Expense by Type (Note 1)    FERC FORM 1 Tie-Back FERC FORM 1 Reference 

    

8  Payroll Taxes          

9  Federal Insurance Contribution (FICA )          

       P.263 ln 6 (i)     

10  Federal Unemployment Tax          

       P.263 ln 9 (i)     

11  State Unemployment Insurance          

        P.263.1 ln 23  (i)     

       P.263.3 ln 16  (i)     

12  Line Left Deliberately Blank         

13  State Severance Taxes         

            

14  Miscellaneous Taxes          

15  State Business & Occupation Tax         

       P.263 ln 21 (i)     

       P.263 ln 22 (i)     

16  State Public Service Commission Fees          

       P.263 ln 26 (i)     

       P.263.3 ln 20 (i)     

17  State Franchise Taxes          

       P.263.1 ln 18 (i)     

       P.263.4 ln 27 (i)     

18  State Lic/Registration Fee           

       P.263.1 ln 15 (i)     

       P.263.4 ln 21 (i)     

19  Misc. State and Local Tax          

       P.263.1 ln 12 (i)     
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20  Sales & Use          

       P.263 ln 30 (i)     

       P.263.3 ln 21 (i)     

21  Federal Excise Tax         

       P.263 ln 13 (i)     

       P.263 ln 14 (i)     

22  Michigan Single Business Tax         

            

23   Total Taxes by Allocable Basis         

  (Total Company Amount Ties to FFI p.114, Ln 14,(c))        

Note 1: The taxes assessed on each transmission company can differ from year to year and between transmission companies by both the type of taxes and the states in which they were assessed.  Therefore, for each company, the 

types and jurisdictions of tax expense recorded on this page could differ from the same page in the same company's prior year template or from this page in other transmission companies' current year templates. For each update, this 

sheet will be revised to ensure that the total activity recorded hereon equals the total reported in account 408.1 on P. 114, Ln 14.(c) of the Ferc Form 1.  

    

    

    

    

    

Note 2:  The transmission functional amounts for any Real Estate and Property taxes listed on pages 263 of the FERC Form 1 will be allocated using the transmission functional allocator calculated for each state in Worksheet H of the applicable year that the taxes were 

assesed.  Real and Personal Property - Other Jurisdictions will be allocated using the Gross Plant Allocator from the applicable year..  
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AEPTCo subsidiaries in PJM 

Cost of Service Formula Rate Using Actual/Projected FF1 

Balances 

 Worksheet I RESERVED 

AEP _______________ TRANSMISSION COMPANY 

 

 

 

RESERVED FOR FUTURE USE  
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AEPTCo subsidiaries in PJM 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

 Worksheet J Supporting Calculation of PROJECTED PJM RTEP Project Revenue Requirement Billed to Benefiting Zones 

AEP _______________ TRANSMISSION COMPANY 

 I. Calculate Return and Income Taxes with  basis point ROE increase for Projects Qualified for  

Regional Billing. 

       

        

  A.   Determine 'R' with hypothetical  basis point increase in ROE for Identified Projects        

     ROE w/o incentives  (TCOS, ln 138)   11.49%          

     Project ROE Incentive Adder            

     ROE with additional  basis point incentive         

     Determine R  ( cost of long term debt, cost of preferred stock and equity percentage is from the TCOS, lns 164 through166)         

   % Cost Weighted cost          

  Long Term Debt 0.00% 0.00% 0.000%          

  Preferred Stock 0.00% 0.00% 0.000%  

SUMMARY OF PROJECTED ANNUAL RTEP  REVENUE REQUIREMENTS   Common Stock 0.00% 11.49% 0.000%  

    R = 0.000%     Rev Require  W Incentives 

Incentive 

Amounts 

              

  B.   Determine Return using 'R' with hypothetical  basis point ROE increase for Identified Projects.     PROJECTED YEAR  

                                    

-                   -    

 

$                          -    

     Rate Base  (TCOS, ln 58)                             -           

     R   (fom A. above)  0.000%          

     Return (Rate Base  x  R)                             -           

  C.   Determine Income Taxes using Return with hypothetical  basis point ROE increase for Identified Projects.            

     Return   (from B. above)                            -           

     Effective Tax Rate  ( TCOS, ln 97)  0.00%          

     Income Tax Calculation  (Return  x  CIT)                            -           

     ITC Adjustment                              -           

     Excess Deferred Income Tax                            -          

     Tax Affect of Permanent Differences                            -          

     Income Taxes                            -           

 II. Calculate Net Plant Carrying Charge Rate (Fixed Charge Rate or FCR) with hypothetical              

  basis point ROE increase.             

  A.   Determine Annual Revenue Requirement less return and Income Taxes.             

     Annual Revenue Requirement  ( TCOS, ln 1)                             -          

     Lease Payments ( TCOS, Ln 80)                              -          

     Return  ( TCOS, ln 109)                        -          

     Income Taxes  ( TCOS, ln 108)                              -          

     Annual Revenue Requirement, Less Lease Payments, Return and Taxes                         -          

  B.   Determine Annual Revenue Requirement with hypothetical  basis point increase in ROE.             

   Annual Revenue Requirement, Less Lease payments, Return and Taxes                             -          

     Return   (from I.B. above)                               -          

     Income Taxes  (from I.C. above)                              -          

     Annual Revenue Requirement, with  Basis Point ROE increase                             -          

     Depreciation & Amortization ( TCOS, ln 83)                               -          

     Annual Rev. Req, w/ Basis Point ROE increase, less Depreciation                            -          

               

  C.   Determine FCR with hypothetical  basis point ROE increase.          

     Net Transmission Plant  ( TCOS, ln 33)                               -          

     Annual Revenue Requirement, with  Basis Point ROE increase                             -          

     FCR with  Basis Point increase in ROE   0.00%         

     Annual Rev. Req, w /  Basis Point ROE increase, less Dep.                             -          

     FCR with  Basis Point ROE increase, less Depreciation  0.00%         

     FCR less Depreciation  ( TCOS, ln 10)    0.00%         

     Incremental FCR with  Basis Point ROE increase, less Depreciation 0.00%         

 
II

I. Calculation of Composite Depreciation Rate          

  Average Transmission Plant Balance for ___ TCOS, ln 19                            -            

  Annual Depreciation and Amortization Expense( TCOS, ln 83)                           -    

Note 1:  Until AEP___________TRANSMISSION COMPANY establishes Transmission plant in service the depreciation expense 
component of the carrying charge will be calculated as in the Operating Company formula approved in Docket No. ER08-1329.  

The calculation for AEP___________TRANSMISSION COMPANY is shown on Worksheet P. 

  Composite Depreciation Rate   0.00% 

  Depreciable Life for Composite Depreciation Rate                           -    

  Average Life in Whole Years                            -    
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TransCo Worksheet J -  ATRR PROJECTED Calculation for PJM Projects Charged to Benefiting Zones     

IV. Determine the Revenue Requirement, and Additional Revenue Requirement for facilities receiving incentives.       

  A. Base Plan Facilities            

  Facilities receiving incentives accepted by FERC in Docket No.      (e.g. ER10-925-000)  Current Projected Year ARR 

               

-     

          Current Projected Year ARR w/ Incentive 

               

-     

  Project Description:             Current Projected Year Incentive ARR  

               

-     

  Details                   

  Investment   Current Year       CUMULATIVE HISTORY OF PROJECTED ANNUAL REVENUE REQUIREMENTS:  

  Service Year (yyyy) 0 ROE increase accepted by FERC (Basis Points)                           -      CUMMULATIVE HISTORY OF PROJECTED ANNUAL REVENUE REQUIREMENTS:  

  Service Month (1-12)   

FCR w/o incentives, less 

depreciation   0.00%  

          INPUT PROJECTED ARR (WITH & WITHOUT INCENTIVES) FROM EACH PRIOR 

YEAR 

      

FCR w incentives approved for 

these facilities, less dep.   0.00%       

  Useful life                          -                   TEMPLATE BELOW TO MAINTAIN HISTORY OF PROJECTED ARRS OVER THE  

                

  CIAC (Yes or No) 0 Annual Depreciation Expense                              -               LIFE OF THE PROJECT.    

  Investment  Beginning   Depreciation   Ending   RTEP Rev. Req't.  

 RTEP Rev. 

Req't.  Incentive Rev.   

 RTEP Projected  

Rev. Req't.From 

Prior Year Template    

 RTEP Projected Rev.  

Req't.From Prior Year  

Template      

  Year Balance Expense Balance  w/o Incentives  

 with Incentives 

**  Requirement ##    w/o Incentives      with Incentives **      

  0  -    -   -    - -  $    -                

  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  -    -   -    - -  $    -                

  47  -    -   -    - -  $    -                

  48  -    -   -    - -  $    -                

  49  -    -   -    - -  $    -                

  50  -    -   -    - -  $    -                

  51  -    -   -    - -  $    -                

  52  -    -   -    - -  $    -                

  53  -    -   -    - -  $    -                

  54  -    -   -    - -  $    -                

  55  -    -   -    - -  $    -                

  56  -    -   -    - -  $    -                

  57  -    -   -    - -  $    -                

  58  -    -   -    - -  $    -                

  59  -    -   -    - -  $    -                

   Project Totals                            -                              -                             -                             -          

  **  This is the total amount that needs to be reported to PJM for billing to all regions.          

  ## This is the calculation of  additional incentive revenue on projects deemed by the FERC to be eligible for an incentive return.  This     

  additional incentive requirement is applicable for the life of this specific project.  Each year the revenue requirement calculated for PJM     

  should be incremented by the amount of the incentive revenue calculated for that year on this project.         

  
In order to calculate the proper monthly RTEP billing amount, PJM requires a 12 month revenue requirement for each RTEP project.  As a result, notwithstanding the fact that the project was in service for a 

partial year, the project revenue requirement in the year that the project goes into service has been annualized (shown at the full-year level) so that PJM will collect the correct monthly billings.   
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AEPTCo subsidiaries in PJM 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

 Worksheet K Supporting Calculation of TRUE-UP PJM RTEP Project Revenue Requirement Billed to Benefiting Zones 

AEP _______________ TRANSMISSION COMPANY 

              Page 1 of 2 

I. 

Calculate Return and Income Taxes with 0 basis point ROE increase for Projects Qualified for Regional Billing. 

       
         

  A.   Determine 'R' with hypothetical 0 basis point increase in ROE for Identified Projects         

     ROE w/o incentives  ( TCOS, ln 138)   

11.49

%           

     Project ROE Incentive Adder   0      

     ROE with additional 0 basis point incentive    SUMMARY OF TRUED-UP ANNUAL REVENUE REQUIREMENTS FOR RTEPPROJECTS 

     Determine R  ( cost of long term debt, cost of preferred stock and equity percentage is from the  TCOS, lns 164 through 166)    Rev Require  W Incentives 

Incentive 

Amounts 

   % Cost Weighted cost    TRUE-UP YEAR ___     

  Long Term Debt 0.00% 0.00% 0.000%      As Projected in Prior Year WS J      $                   -    

  Preferred Stock 0.00% 0.00% 0.000%      Actual after True-up 

 

$             -    

 

$             -     $                   -    

  Common Stock 0.00% 0.00% 11.490%      True-up of ARR For ___ 

                

-    

                

-                          -    

    R = 0.000%           

                   

  B.   Determine Return using 'R' with hypothetical 0 basis point ROE increase for Identified Projects.        

     Rate Base  ( TCOS, ln 58)        -             

     R   (fom A. above)  

0.000

%            

     Return (Rate Base  x  R) 

           

-             

  C.   Determine Income Taxes using Return with hypothetical 0 basis point ROE increase for Identified Projects.         

     Return   (from B. above) 

           

-             

     Effective Tax Rate  (TCOS, ln 97)  0.00%            

     Income Tax Calculation  (Return  x  CIT)  

           

-             

     ITC Adjustment          -             

     Excess Deferred Income Tax        -             

     Tax Affect of Permanent Differences        -             

     Income Taxes  

           

-             

II. 

Calculate Net Plant Carrying Charge Rate (Fixed Charge Rate or FCR) with 

hypothetical 0           

  basis point ROE increase.              

  A.   Determine Annual Revenue Requirement less return and Income Taxes.           

     Annual Revenue Requirement  ( TCOS, ln 1)         -             

     Lease Payments ( TCOS, Ln  80)  

           

-            

     Return  ( TCOS, ln 109)        -            

     Income Taxes  ( TCOS, ln 108)  

           

-            

  

   Annual Revenue Requirement, Less Lease payments, Return and Taxes 

          -            

             

  B.   Determine Annual Revenue Requirement with hypothetical 0 basis point increase in ROE.          

     Annual Revenue Requirement, Less Lease payments, Return and Taxes 

           

-            

     Return   (from I.B. above)         -            

     Income Taxes  (from I.C. above)  

           

-            

     Annual Revenue Requirement, with 0 Basis Point ROE increase        -            

     Depreciation  (TCOS, ln 83)   

           

-            

     Annual Rev. Req, w/ 0 Basis Point ROE  

increase, less Depreciation 

         -            

              

  C.   Determine FCR with hypothetical 0 basis point ROE increase.           
     Net Transmission Plant  (TCOS, ln 33)           -            

     Annual Revenue Requirement, with 0 Basis Point ROE increase        -            

     FCR with 0 Basis Point increase in ROE  0.00%           

     Annual Rev. Req, w / 0 Basis Point ROE increase, less Dep. 

           

-            

     FCR with 0 Basis Point ROE increase, less Depreciation 0.00%           

     FCR less Depreciation  (TCOS, ln 10)   0.00%           

  

   Incremental FCR with 0 Basis Point ROE 

 increase, less Depreciation  0.00%           

III. Calculation of Composite Depreciation Rate           

  Average Transmission Plant Balance for_____ TCOS, ln 19     

                         

-            

  Annual Depreciation and Amortization Expense (TCOS, ln 83)   

                         

-     

Note 1:  Until AEP___________TRANSMISSION COMPANY establishes Transmission 

plant in service the depreciation expense component of the carrying charge will be 

calculated as in the Operating Company formula approved in Docket No. ER08-1329.  The 

calculation for AEP___________TRANSMISSION COMPANY is shown on Worksheet 

P. 

  Composite Depreciation Rate    0.00%  

  Depreciable Life for Composite Depreciation Rate   

                         

-     

  Average Life in Whole Years    

                         

-     
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     Page 2 of 2 

IV. Determine the Revenue Requirement, and Additional Revenue Requirement for facilities receiving incentives.        

 

A. Base Plan Facilities             
              

Facilities receiving incentives accepted by FERC in Docket No.       (e.g. ER10-925-000)  ___ Rev Require  W Incentives Incentive Amounts 

         
 Prior Yr 
Projected                     -                          -                         -    

Project Description:         Prior Yr True-Up                     -                         -                         -    

         
True-Up 
Adjustment                    -                         -                         -    

              

Details                     

Investment                  -    Current Year     ___   TRUE UP OF PROJECT REVENUE REQUIREMENT FOR PRIOR YEAR:  
Service Year (yyyy) 0 ROE increase accepted by FERC (Basis Points)                     -      CUMULATIVE HISTORY OF TRUED-UP ANNUAL REVENUE REQUIREMENTS:  

Service Month (1-
12)   FCR w/o incentives, less depreciation   0.00%  

          INPUT TRUE-UP ARR (WITH & WITHOUT INCENTIVES) FROM EACH PRIOR 
YEAR 

    FCR w/incentives approved for these facilities, less dep.  0.00%       

Useful life                -                    TEMPLATE BELOW TO MAINTAIN HISTORY OF TRUED-UP ARRS OVER THE  
              
CIAC (Yes or No) 0 Annual Depreciation Expense                        -               LIFE OF THE PROJECT.     

Investment  Beginning   Depreciation   Ending   Average   

 RTEP Rev. 

Req't.  

 RTEP Rev. 

Req't.  

Incentive 

Rev.   

 RTEP 

Projected Rev. 

Req't.From 

Prior Year WS 

J  

 RTEP Rev 

Req't True-

up  

 RTEP 

Projected Rev. 

Req't.From 

Prior Year WS 

J  

 RTEP  Rev 

Req't True-up  

 True-up of 

Incentive  

Year Balance Expense Balance Balance 

 w/o 

Incentives  

 with 

Incentives **  

Requirement 

##    w/o Incentives   

 w/o 

Incentives   

 with 

Incentives **  

 with 

Incentives **  

 with 

Incentives **  

0                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    
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                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    
47                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    
48                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    
49                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    
50                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    
51                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    

52                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    
53                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    
54                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    
55                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    
56                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    
57                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    
58                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    
59                -                          -                     -                   -                        -                         -     $               -         $               -       $                 -     $                 -    

 Project Totals                         -                          -                        -                      -          

**  This is the total amount that needs to be reported to PJM for billing to all regions.          

## This is the calculation of  additional incentive revenue on projects deemed by the FERC to be eligible for an incentive return.  This       

additional incentive requirement is applicable for the life of this specific project.  Each year the revenue requirement calculated for PJM       

should be incremented by the amount of the incentive revenue calculated for that year on this project.          
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 AEPTCo subsidiaries in PJM 

 Cost of Service Formula Rate Using Actual/Projected FF1 Balances 
  Worksheet L RESERVED  

 AEP _______________ TRANSMISSION COMPANY 

  RESERVED FOR FUTURE USE  
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 AEPTCo subsidiaries in PJM 
 Cost of Service Formula Rate Using Actual/Projected FF1 Balances 
 Worksheet M Supporting Calculation of Capital Structure and Weighted Average Cost of 

Capital 
 AEP WEST VIRGINIA TRANSMISSION COMPANY 
 

        

  

Average Balance of Common Equity 

 

Line  

No Month 

Proprietary 

Capital 

Less: 

Preferred 

Stock 

Less 

Undistribut

ed Sub 

Earnings 

(Acct 216.1) 

Less AOCI 

(Acct 

219.1) 

Average 

Balance of 

Common 

Equity 

 

  (a) (b) (c) (d) (e) 

(f)=(b)-( c)-

(d)-( e) 

 

  (Note A)  (FF1 112.16)  (FF1 250-251)  (FF1 112.12) (FF1 112.15)   

 

1 December Prior to Rate Year 

                               

-    

                               

-    

                               

-    

                               

-    

                                 

-  

 

2 January 

                               

-    

                               

-    

                               

-    

                               

-    

                                 

-  

 

3 February 

                               

-    

                               

-    

                               

-    

                               

-    

                                 

-  

 

4 March  

                               

-    

                               

-    

                               

-    

                               

-    

                                 

-  

 

5 April 

                               

-    

                               

-    

                               

-    

                               

-    

                                 

-  

 

6 May 

                               

-    

                               

-    

                               

-    

                               

-    

                                 

-  

 

7 June 

                               

-    

                               

-    

                               

-    

                               

-    

                                 

-  

 

8 July 

                               

-    

                               

-    

                               

-    

                               

-    

                                 

-  

 

9 August  

                               

-    

                               

-    

                               

-    

                               

-    

                                 

-  

 

10 September 

                               

-    

                               

-    

                               

-    

                               

-    

                                 

-  

 

11 October 

                               

-    

                               

-    

                               

-    

                               

-    

                                 

-  

 

12 November 

                               

-    

                               

-    

                               

-    

                               

-    

                                 

-  

 

13 December  of Rate Year 

                               

-    

                               

-    

                               

-    

                               

-    

                                 

-  

 

14 Average of the 13 Monthly Balances  

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

 

        

  

Average Balance of Long Term Debt 

Line  

No Month Bonds 

Less: 

Reacquired 

Bonds 

Acct 223 

LT Advances 

from Assoc. 

Companies 

Acct 224 

Senior 

Unsecured 

Notes 

Less: Fair 

Value 

Hedges 

Gross 

Proceeds 

Outstandin

g Long-

Term Debt 

  (a) (b) (c) (d) (e) (f) (g)=(b)-
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( c)+(d)+( e)

-(f) 

  (Note A)  (FF1 112.18)  (FF1 112.19)  (FF1 112.20) (FF1 112.21) 

FF1, page 

257, Col. (h) - 

Note 1   

15 December Prior to Rate Year 

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                     

-  

16 January 

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                     

-  

17 February 

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                     

-  

18 March  

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                     

-  

19 April 

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                     

-  

20 May 

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                     

-  

21 June 

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                     

-  

22 July 

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                     

-  

23 August  

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                     

-  

24 September 

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                     

-  

25 October 

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                     

-  

26 November 

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                     

-  

27 December  of Rate Year 

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                     

-  

28 Average of the 13 Monthly Balances  

                               

-    

                               

-    

                               

-    

                               

-    

                               

-    

                                   

-    

        NOTE 1:  The balance of fair value hedges on outstanding long term debt are to be excluded from the balance 

of long term debt included in the formula's capital structure. (Page 257 Column H of the FF1) 

 

    

    

Development of Cost of  Long Term Debt Based on 

Average Outstanding Balance 

   

 

 
(a) (b) (c) (d) (e) (f) (g) 

29 Annual Interest Expense for 2017 

      

30 

Interest on Long Term Debt - Accts 

221 - 224 (256-257.33.i) 

  

                               

-    

   

31 

Less: Total Hedge Gain/Expense Accumulated 

from p 256-257, col. (i) of FERC Form 1  included 

in Ln 30 and shown in 43 below. 

 

                               

-    

   

32 

Amort of Debt Discount & Expense - 

Acct 428 (117.63.c) 

  

                               

-    

   

33 

Amort of Loss on Reacquired Debt - 

Acct 428.1 (117.64.c) 

  

                               

-    

   

34 

Less: Amort of Premium on Debt - 

Acct 429 (117.65.c) 

  

                               

-    

   

35 

Less: Amort of Gain on Reacquired 

Debt - Acct 429.1 (117.66.c) 

  

                               

-    
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36 
Total Interest Expense (Ln 30 - 31 

+ 32 + 33 - 34 - 35) 

  

                               

-    

   

        

37 
Average Cost of Debt for 2017 (Ln 

36/ ln 28 (g)) 

  
#DIV/0! 

   

        

 
CALCULATION OF HEDGE GAINS/LOSSES TO BE EXCLUDED 

FROM TCOS 

   38 AEP WEST VIRGINIA TRANSMISSION COMPANY may not include costs (or 

gains) related to interest hedging activities. 

  

 
   

 Amortization Period  

  

 

HEDGE AMOUNTS BY 

ISSUANCE (FROM p. 256-257 (i) 

of the FERC Form 1) 

(Amortizati

on of 

(Gain)/Loss 

for 2017 

 Remaining 

Unamortize

d Balance   Beginning   Ending  

  39           

  40           

  41           

  42           

  

  

      

   

43 
Net (Gain)/Loss Hedge 

Amortization To Be Removed 

                               

-    

                               

-    

                               

-    

                               

-    

  

        

        

        Development of Cost of Preferred 

Stock 
      

        

44 

Balance of Preferred Stock (Line 14 

(c)) 

  

                                       

-    

   

45 

Dividends on Preferred Stock (Acct 

437, FF1 118.29)) 

  

  

   

46 

Average Cost of Preferred Stock (Ln 

45 / ln 44) 

  

#DIV/0! 
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AEPTCo subsidiaries in PJM 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

 Worksheet N - Gains (Losses) on Sales of Plant Held For Future Use 

AEP _______________ TRANSMISSION COMPANY 

Note: Gain or loss on plant held for future are recorded in accounts 411.6 or 411.7 respectiviely.  Sales will be 

funtionalized based on the description of that asset. Sales of transmission assets will be direct assigned; sales of general 

assets will be functionalized on labor.  Sales of plant held for future use related to generation or distribution will not be 

included in the formula. 

     

     

     

 (A)  (B)  ( C )  (D)  (E)  (F)  (G)  (H) (I) 

        

Function 

(T) or (G) 

       

Functional 

Allocator 

Functional 

Proceeds FERC Account Line  Date  Property Description    Basis  Proceeds  

(Gain) / 

Loss  

        T =  Transmission       

(Gain) / 

Loss (Gain) / Loss 

        G = General          

1    

  

          

               

-     0.000%   

               

               

2    

  

          

               

-     0.000%   

               

               

3    

  

          

               

-     0.000%   

               

               

4          Net (Gain) or Loss for ___ 

               

-        
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AEPTCo subsidiaries in PJM 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 
Calculation of Post-employment Benefits Other than Pensions Expenses Allocable to Transmission Service 

Worksheet O - PBOP Support 

AEP _______________ TRANSMISSION COMPANY 

PBOP (A)  (B) 

1 Calculation of PBOP Expenses  

2 AEP System PBOP Rate  
3 Total AEP System PBOP expenses    

4 Base Year relating to retired personnel  

5 Amount allocated on Labor   
6 Total AEP System Direct Labor Expense   

7 
AEP System PBOP expense per dollar of direct labor 
(PBOP Rate)   

8 Currently Approved PBOP Rate (0.043) 

9 Base PBOP TransCo labor expensed in current year  

10 Allowable TransCo PBOP Expense for current year (Ln 8 * Ln 9)  
11 Direct PBOP Expense per Actuarial Report  
12 Additional PBOP Ledger Entry (From Company Records)  

13 Medicare Credit   

14 PBOP Expenses From AEP Affiliates (From Company Records)  

15 Actual PBOP Expense  (Sum Lines 11-14)  

16 PBOP Adjustment Line 10 less Line 15  

Note: PBOP Expense will be calculated in accordance with the settlement in Docket ER10-355. 
 

As part of the annual update process, AEP will provide to transmission customers and include in its informational filing an independently prepared 

actuarial report that includes a ten (10) year forecast of PBOP expenses.  During the annual update process conducted for rate year 2018 and every 
four years thereafter, Worksheet O will be used to determine whether the PBOP allowance rate ($PBOP per $Direct O&M Labor) should be 

adjusted going forward for the next four years.  If the annual actuarial report issued during the year of any PBOP rate review projects PBOP costs 

during the next four years that, when allocated to the AEP Transmission Companies based on their projected direct labor expenses over that same 
projected four-year period, absent a change in the PBOP Rate, will likely cause the AEP East Transmission Companies to over or under collect 

their cumulative PBOP expenses by more than 20% of the projected next four year’s total PBOP expense, taking into account the net over or under 

collection of such expenses during the previous four years, the PBOP rate shall be adjusted.  In order to determine whether continued use of the 
then approved PBOP rate is likely to result in the AEP Companies’ incurrence of a cumulative allowance of PBOP costs under the formula rate 

will result in a cumulative over or under-recoery of actual PBOP expenses exceeding 20% over the subsequent four year period, Worksheet O will 

be used to determine (a) the level of cumulative over or under collections of PBOP expense during the time since the PBOP allowance rate was last 
set, including carrying costs based on the weighted average cost of capital each year from the formula rate actual transmission cost-of-service (b) 

the cumulative net present value of projected PBOP costs during the next four years as estimated by the then current actuarial report, assuming a 

discount rate equal to the actual transmission cost of service average cost of capital for the immediately prior calendar year and (c) the cumulative 
net present value of continued collections over the next four years based on the projected AEP Transmission Companies direct labor expenses and 

the then effective PBOP allowance rate assuming a discount rate equal to the prior year weighted average cost of capital.  If the absolute value of 

(a)+(b)-(c) exceeds 20% of (b), then the PBOP allowance rate used in the formula rate calculation shall be changed to the value that will cause the 
projected result of (a)+(b)-(c) to equal zero.  If the projected over or under collection during the next four years, (a)+(b)-(c), is less than 20% of (b), 

then the PBOP Rate will continue in effect for the next four years at the then effective rate.  If it is determined through this procedure AEP 

Companies will over-recover or under-recover actual PBOP expenses by more than 20% over the subsequent four-year period, AEP shall make a 
filing under FPA Section 205 to change the PBOP Rate  stated in the formula rate shown on Worksheet O.  No other changes to the formula rate 

may be included in that filing. 
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 AEPTCo subsidiaries in PJM 

 Worksheet  - P  

 DEPRECIATION RATES 

 FOR TRANSMISSION PLANT PROPERTY ACCOUNTS 

 EFFECTIVE AS OF 3/6/2019 

  

 AEP APPALACHIAN TRANSMISSION COMPANY 

     

  PLANT RATES  

  ACCT. Note 1  

  TRANSMISSION PLANT      

   Energy Storage Equipment 351.0 14.22%  

   Structures & Improvements 352.0 1.62%  

   Station Equipment 353.0 2.37%  

   Towers & Fixtures 354.0 1.59%  

   Poles & Fixtures 355.0 2.71%  

   Overhead Conductor 356.0 1.53%  

   Underground Conduit 357.0 3.71%  

   Underground Conductors 358.0 5.24%  

     

 GENERAL PLANT    

   Structures and Improvements 390 1.91%  

   Office Furniture and Equip. 391 3.17%  

   Stores Equipment 393 1.80%  

   Tools, Shop and Garage  Equipment 394 2.57%  

   Laboratory Equipment 395 4.01%  

   Power Operated Equipment 396 3.90%  

   Communications Equipment 397 4.98%  

   Micellaneous Equipment 398 2.70%  

     

 

Note: Per the Settlement in Docket No. ER10-355, Appendix A.1.2, AEP APPALACHIAN TRANSMISSION 

COMPANY shall use the depreciation rates shown above by FERC Account until such time as the FERC approves new 

depreciation rates pusuant to a Section 205 or 206 filing to change rates. 

     

 Composite Depreciation Rate OpCo Company OpCo Company TOTAL 

1 T-Plant (FF1 206.58.g)    

2 T-Plant (FF1 206.58.b)    

3 Average (Ln 1+ Ln 2)/2    

4 Depreciation (FF1 336.7.f)    

5 Composite Depreciation (Ln 3 / Ln 4)    

     

 

Note: AEP APPALACHIAN TRANSMISSION COMPANY shall initially use the composite depreciation rate for 

Virginia and West Virginia shown above to estimate depreciation expense for transmission projects in Worksheets J and 

K until a composite depreciation rate based on transmission plant in service and depreciation expenses recorded by AEP 

APPALACHIAN TRANSMISSION COMPANY for its own transmission facilities can be calculated in AEP 

APPALACHIAN TRANSMISSION COMPANY's the first Annual Update including a True-Up TCOS. 
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AEPTCo subsidiaries in PJM 

Worksheet  - P  

DEPRECIATION RATES 

FOR TRANSMISSION PLANT PROPERTY ACCOUNTS 

EFFECTIVE AS OF 3/11/2020 

 

AEP INDIANA MICHIGAN TRANSMISSION COMPANY 

    

    

 PLANT RATES  

 ACCT. Note 1  

 TRANSMISSION PLANT      

    

  Land Rights 350.1 

                                

1.66%  

  Structures & Improvements 352.0 1.77%  

  Station Equipment 353.0 2.43%  

  Towers & Fixtures 354.0 2.57%  

  Poles & Fixtures 355.0 3.19%  

  Overhead Conductor 356.0 2.35%  

  Underground Conduit 357.0 2.30%  

  Underground Conductors 358.0 1.93%  

    

GENERAL PLANT    

  Structures and Improvements 390 2.08%  

  Office Furniture and Equip. 391 4.79%  

  Stores Equipment 393 7.35%  

  Tools, Shop and Garage  Equipment 394 6.99%  

  Laboratory Equipment 395 5.41%  

  Power Operated Equipment 396 4.81%  

  Communications Equipment 397 3.91%  

  Micellaneous Equipment 398 3.32%  

Note: Per the Settlement in Docket No. ER10-355, Appendix A.1.2, AEP INDIANA MICHIGAN TRANSMISSION 

COMPANY shall use the depreciation rates shown above by FERC Account until such time as the FERC approves new 

depreciation rates pusuant to a Section 205 or 206 filing to change rates. 

    

Composite Depreciation Rate OpCo Company OpCo Company TOTAL 

T-Plant (FF1 206.58.g)    

T-Plant (FF1 206.58.b)    

Average (Ln 1+ Ln 2)/2    

Depreciation (FF1 336.7.f)    

Composite Depreciation (Ln 3 / Ln 4)    

    

Note:  Rates approved in Indiana Cause No. 45235 effective March 11, 2020. 
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 AEPTCo subsidiaries in PJM 

 Worksheet  - P  

 DEPRECIATION RATES 

 FOR TRANSMISSION PLANT PROPERTY ACCOUNTS 

 EFFECTIVE AS OF 7/1/2015 

  

 AEP KENTUCKY TRANSMISSION COMPANY 

     

  PLANT RATES  

  ACCT. Note 1  

  TRANSMISSION PLANT      

     

   Land Rights 350.1 1.44%  

   Structures & Improvements 352.0 2.08%  

   Station Equipment 353.0 2.15%  

   Towers & Fixtures 354.0 2.61%  

   Poles & Fixtures 355.0 3.95%  

   Overhead Conductor 356.0 2.91%  

   Underground Conduit 357.0 2.99%  

   Underground Conductors 358.0 2.62%  

     

 GENERAL PLANT    

 Land Rights 389.1 1.59%  

 Structures & Improvements 390 3.97%  

 Office Furniture & Equipment 391 3.20%  

 Transportation Equipment 392 3.52%  

 Stores Equipment 393 4.15%  

 Tools Shop & Garage Equipment 394 4.20%  

 Laboratory Equipment 395 5.76%  

 Power Operated Equipment 396 5.43%  

 Communication Equipment 397 5.66%  

 Miscellaneous Equipment 398 6.73%  

 

Note: Per the Settlement in Docket No. ER10-355, Appendix A.1.2, AEP KENTUCKY TRANSMISSION COMPANY 

shall use the depreciation rates shown above by FERC Account until such time as the FERC approves new depreciation 

rates pusuant to a Section 205 or 206 filing to change rates. 

     

 Composite Depreciation Rate OpCo Company OpCo Company TOTAL 

1 T-Plant (FF1 206.58.g)    

2 T-Plant (FF1 206.58.b)    

3 Average (Ln 1+ Ln 2)/2    

4 Depreciation (FF1 336.7.f)    

5 Composite Depreciation (Ln 3 / Ln 4)    

     

 Note: AEP KENTUCKY TRANSMISSION COMPANY shall initially use the composite depreciation rate for KPCo  

shown above to estimate depreciation expense for transmission projects in Worksheets J and K until a composite 

depreciation rate based on transmission plant in service and depreciation expenses recorded by AEP KENTUCKY 

TRANSMISSION COMPANY for its own transmission facilities can be calculated in AEP KENTUCKY 

TRANSMISSION COMPANY's the first Annual Update including a True-Up TCOS.  
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AEPTCo subsidiaries in PJM 

Worksheet  - P  

DEPRECIATION RATES 

FOR TRANSMISSION PLANT PROPERTY ACCOUNTS 

EFFECTIVE AS OF 3/11/2020 

 

AEP OHIO TRANSMISSION COMPANY 

    

    

 PLANT RATES  

 ACCT. Note 1  

 TRANSMISSION PLANT      

    

  Land Rights 350.1 1.03%  

  Energy Storage Equipment 351.0 14.22%  

  Structures & Improvements 352.0 1.82%  

  Station Equipment 353.0 2.31%  

  Towers & Fixtures 354.0 2.26%  

  Poles & Fixtures 355.0 3.29%  

  Overhead Conductor 356.0 2.26%  

  Underground Conduit 357.0 3.00%  

  Underground Conductors 358.0 3.27%  

    

GENERAL PLANT    

Structures & Improvements 390.0 2.66%  

Office Furniture & Equipment 391.0 3.72%  

Stores Equipment 393.0 4.43%  

Tools Shop & Garage Equipment 394.0 4.59%  

Laboratory Equipment 395.0 5.06%  

Power Operated Equipment 396.0 4.71%  

Communication Equipment 397.0 4.85%  

Miscellaneous Equipment 398.0 4.25%  

    

    

    

Note: Per the Settlement in Docket No. ER10-355, Appendix A.1.2, AEP OHIO TRANSMISSION COMPANY shall use the 

depreciation rates shown above by FERC Account until such time as the FERC approves new depreciation rates pusuant to a 

Section 205 or 206 filing to change rates. 

    

Composite Depreciation Rate OpCo Company OpCo Company TOTAL 

T-Plant (FF1 206.58.g)    

T-Plant (FF1 206.58.b)    

Average (Ln 1+ Ln 2)/2    

Depreciation (FF1 336.7.f)    

Composite Depreciation (Ln 3 / Ln 4)    

    

Note: AEP OHIO TRANSMISSION COMPANY shall initially use the composite depreciation rate for APCo, I&M and KPCo 

shown above to estimate depreciation expense for transmission projects in Worksheets J and K until a composite depreciation 

rate based on transmission plant in service and depreciation expenses recorded by AEP OHIO TRANSMISSION COMPANY 

for its own transmission facilities can be calculated in AEP OHIO TRANSMISSION COMPANY's the first Annual Update 

including a True-Up TCOS. 
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 AEPTCo subsidiaries in PJM 

 Worksheet  - P  

 DEPRECIATION RATES 

 FOR TRANSMISSION PLANT PROPERTY ACCOUNTS 

 EFFECTIVE AS OF 3/6/2019 

  

 AEP WEST VIRGINIA TRANSMISSION COMPANY 

     

     

  PLANT RATES  

  ACCT. Note 1  

  TRANSMISSION PLANT      

     

     

  Energy Storage Equipment 351.0 14.22%   

   Structures & Improvements 352.0 1.62%  

   Station Equipment 353.0 2.37%  

   Towers & Fixtures 354.0 1.59%  

   Poles & Fixtures 355.0 2.71%  

   Overhead Conductor 356.0 1.53%  

   Underground Conduit 357.0 3.71%  

   Underground Conductors 358.0 5.24%  

     

 GENERAL PLANT    

 Structures & Improvements 390.0 1.91%  

 Office Furniture & Equipment 391.0 3.17%  

 Stores Equipment 393.0 1.80%  

 Tools Shop & Garage Equipment 394.0 2.57%  

 Laboratory Equipment 395.0 4.01%  

 Power Operated Equipment 396.0 3.90%  

 Communication Equipment 397.0 4.98%  

 Miscellaneous Equipment 398.0 2.70%  

     

     

 

Note: Per the Settlement in Docket No. ER10-355, Appendix A.1.2, AEP WEST VIRGINIA TRANSMISSION 

COMPANY shall use the depreciation rates shown above by FERC Account until such time as the FERC approves new 

depreciation rates pusuant to a Section 205 or 206 filing to change rates.  

     

 Composite Depreciation Rate OpCo Company OpCo Company TOTAL 

1 T-Plant (FF1 206.58.g)    

2 T-Plant (FF1 206.58.b)    

3 Average (Ln 1+ Ln 2)/2    

4 Depreciation (FF1 336.7.f)    

5 Composite Depreciation (Ln 3 / Ln 4)    

     

 Note: AEP WEST VIRGINIA TRANSMISSION COMPANY shall initially use the composite depreciation rate for 

APCo and WPCo shown above to estimate depreciation expense for transmission projects in Worksheets J and K until a 

composite depreciation rate based on transmission plant in service and depreciation expenses recorded by AEP WEST 

VIRGINIA TRANSMISSION COMPANY for its own transmission facilities can be calculated in AEP WEST 

VIRGINIA TRANSMISSION COMPANY's the first Annual Update including a True-Up TCOS.  
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AEP East Consolidated Utility Capital Structure 

Consolidation of Operating Companies' Capital Structure @ 12-31- 

Worksheet Q Page 1 

Line  

Appalachian 

Power 

Company  

Indiana 

Michigan 

Power 

Company 

Kentucky 

Power 

Company 

Kingsport 

Power 

Company 

Ohio 

Power 

Company 

Wheeling 

Power 

Company 

AEP East 

Operating 

Companies' 

Consolidated 

Capital 

Structure 

Development of Long Term Debt Balances at Year End         

1 Bonds (112.18.c&d)         

2 Less: Reacquired Bonds (112.19.c&d)         

3 LT Advances from Assoc. Companies  (112.20.c&d)         

4 Senior Unsecured Notes (112.21.c&d) Excludes Spent Nuc Fuel Disp Fund         

5 Less: Fair Value Hedges (See Note on Ln 7 below)         

6 Total Long Term Debt Balance         

7 

NOTE:  The balance of fair value hedges on outstanding long term debt are to be excluded from the balance of long term debt included in the formula's capital structure. (page 257, Column H of the 

FF1) 

Development of Long Term Debt Interest Expense         

8 Interest on Long Term Debt (256-257.33.i)         

9 Amort of Debt Discount & Expense (117.63.c)         

10 Amort of Loss on Reacquired Debt (117.64.c)         

11 Less: Amort of Premium on Debt (117.65.c)         

12 Less: Amort of Gain on Reacquired Debt (117.66.c)         

13 Less: Hedge Interest on pp 256-257(i)         

14 LTD Interest Expense         

Development of Cost of Preferred Stock and Preferred Dividends        

15 Dividend Rate (p. 250-251. 7.a)         

16 Par Value (p. 250-251. 8.c)         

17 Shares Outstanding (p.250-251. 8.e)         

18 Monetary Value (Ln 16 * Ln 17)         

19 Dividend Amount (Ln 15 * Ln 18)         

20 Dividend Rate (p. 250-251. 7.a)         

21 Par Value (p. 250-251. 8.c)         

22 Shares Outstanding (p.250-251. 8.e)         

23 Monetary Value (Ln 21 * Ln 22)         

24 Dividend Amount (Ln 20 * Ln 23)         

25 Dividend Rate (p. 250-251. 7.a)         

26 Par Value (p. 250-251. 8.c)         

27 Shares Outstanding (p.250-251. 8.e)         

28 Monetary Value (Ln 26 * Ln 27)         

29 Dividend Amount (Ln 25 * Ln 28)         

30 Dividend Rate (p. 250-251. 7.a)         

31 Par Value (p. 250-251. 8.c)         

32 Shares Outstanding (p.250-251. 8.e)         

33 Monetary Value (Ln 31 * Ln 32)         

34 Dividend Amount (Ln 30 * Ln 33)         

35 Preferred Stock (Lns 18, 23, 28,33)         

36 Preferred Dividends (Lns 19, 24, 29,34)         

Development of Common Equity         

37 Proprietary Capital (112.16.c)         

38 Less: Preferred Stock (Ln 35 Above)         

39 Less: Account 216.1 (112.12.c)         

40 Less: Account 219.1 (112.15.c)          

41 Balance of Common Equity         

Calculation of Capital Shares         

42 Long Term Debt (Ln 6 Above)         

43 Preferred Stock (Ln 35 Above)         

44 Common Equity (Ln 41 Above)         

45 Total Company Structure         

46 LTD Capital Shares (Ln 42 / Ln 45)         

47 Preferred Stock Capital Shares (Ln 43 / Ln 45)         

48 Common Equity Capital Shares (Ln 44 / Ln 45)         

49 RESERVED         

50 Reserved         

51 Reserved         

52 Reserved         

Calculation of Capital Cost Rate         

53 LTD Capital Cost Rate (Ln 14 / Ln 6)         

54 Preferred Stock Capital Cost Rate (Ln 36 / Ln 35)         

55 Common Equity Capital Cost Rate 11.49%  11.49% 11.49% 11.49% 11.49% 11.49% 11.49% 

Calculation of Weighted Capital Cost Rate         

56 LTD Weighted Capital Cost Rate (Ln 46 * Ln 53)         

57 Preferred Stock Capital Cost Rate (Ln 47 * Ln 54)         

58 Common Equity Capital Cost Rate (Ln 48 * Ln 55)         

59 Total Company Structure         
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AEP East Consolidated Utility Capital Structure 

Consolidation of Operating Companies' Capital Structure @ 12-31-____ 

Worksheet Q Page 2 

Line  

Appalachi

an Power 

Company  

Indiana 

Michigan 

Power 

Company 

Kentucky 

Power 

Company 

Kingspo

rt Power 

Compan

y 

Ohio 

Power 

Company 

Wheeling 

Power 

Company 

AEP East 

Operating 

Companie

s' 

Consolidat

ed Capital 

Structure 

Development of Long Term Debt Balances at Year End         

60 Bonds (112.18.c&d)         

61 Less: Reacquired Bonds (112.19.c&d)         

62 LT Advances from Assoc. Companies  (112.20.c&d)         

63 

Senior Unsecured Notes (112.21.c&d) Excludes Spent Nuc Fuel Disp 

Fund         

64 Less: Fair Value Hedges (See Note on Ln 66 below)         

65 Total Long Term Debt Balance         

66 
NOTE:  The balance of fair value hedges on outstanding long term debt are to be excluded from the balance of long term debt included in the formula's capital structure. (p. 257, Column H of the FF1) 

Development of Long Term Debt Interest Expense         

67 Interest on Long Term Debt (256-257.33.i)         

68 Amort of Debt Discount & Expense (117.63.c)         

69 Amort of Loss on Reacquired Debt (117.64.c)         

70 Less: Amort of Premium on Debt (117.65.c)         

71 Less: Amort of Gain on Reacquired Debt (117.66.c)         

72 Less: Hedge Interest on pp 256-257(i)         

73 LTD Interest Expense         

Development of Cost of Preferred Stock and Preferred Dividends        

74 Dividend Rate (p. 250-251. 7.a)         

75 Par Value (p. 250-251. 8.c)         

76 Shares Outstanding (p.250-251. 8.e)         

77 Monetary Value (Ln 75 * Ln 76)         

78 Dividend Amount (Ln 74 * Ln 77)         

79 Dividend Rate (p. 250-251. 7.a)         

80 Par Value (p. 250-251. 8.c)         

81 Shares Outstanding (p.250-251. 8.e)         

82 Monetary Value (Ln 80 * Ln 81)         

83 Dividend Amount (Ln 79 * Ln 82)         

84 Dividend Rate (p. 250-251. 7.a)         

85 Par Value (p. 250-251. 8.c)         

86 Shares Outstanding (p.250-251. 8.e)         

87 Monetary Value (Ln 85 * Ln 86)         

88 Dividend Amount (Ln 84 * Ln 87)         

89 Dividend Rate (p. 250-251. 7.a)         

90 Par Value (p. 250-251. 8.c)         

91 Shares Outstanding (p.250-251. 8.e)         

92 Monetary Value (Ln 90 * Ln 91)         

93 Dividend Amount (Ln 89 * Ln 92)         

94 Preferred Stock (Lns 77, 82, 87,92)         

95 Preferred Dividends (Lns 78, 83, 88,93)         

Development of Common Equity         

96 Proprietary Capital (112.16.c)         

97 Less: Preferred Stock (Ln 94 Above)         

98 Less: Account 216.1 (112.12.c)         

99 Less: Account 219.1 (112.15.c)          

100 Balance of Common Equity         

Calculation of Capital Shares         

101 Long Term Debt (Ln 65 Above)         

102 Preferred Stock (Ln 94 Above)         

103 Common Equity (Ln 100 Above)         

104 Total Company Structure         

105 LTD Capital Shares (Ln 101 / Ln 104)         

106 Preferred Stock Capital Shares (Ln 102 / Ln 104)         

107 Common Equity Capital Shares (Ln 103 / Ln 104)         

108 RESERVED         

109 RESERVED         

110 RESERVED         

111 RESERVED         

Calculation of Capital Cost Rate         

112 LTD Capital Cost Rate (Ln 73 / Ln 65)         

113 Preferred Stock Capital Cost Rate (Ln 95 / Ln 94)         

114 Common Equity Capital Cost Rate 11.49% 11.49% 11.49% 11.49% 11.49% 11.49% 11.49% 11.49% 

Calculation of Weighted Capital Cost Rate         

115 LTD Weighted Capital Cost Rate (Ln 105 * Ln 112)         

116 Preferred Stock Capital Cost Rate (Ln 106 * Ln 113)         

117 Common Equity Capital Cost Rate (Ln 107 * Ln 114)         

118 Total Company Structure         
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AEP East Consolidated Utility Capital Structure 

Consolidation of Operating Companies' Average Capital Structure 

Worksheet Q Page 3 

Line   

Appalachi

an Power 

Company  

Indiana 

Michigan 

Power 

Company 

Kentucky 

Power 

Company 

Kingsport 

Power 

Company 

Ohio 

Power 

Compan

y 

Wheeling 

Power 

Company 

AEP East 

Operating 

Companies' 

Consolidated 

Capital 

Structure 

Development of Average Long Term Debt         

119 Average Bonds (Ln 1 + Ln 60) / 2         

120 Less: Average Reacquired Bonds (Ln 2 + Ln 61) / 2         

121 

Average LT Advances from Assoc. Companies (Ln 3 + Ln 62) / 

2         

122 Average Senior Unsecured Notes (Ln 4 + Ln 63) / 2         

123 Less: Average Fair Value Hedges (See Note on Ln 125 below)         

124 Average Balance of Long Term Debt         

125 

NOTE:  The balance of fair value hedges on outstanding long term debt are to be excluded from the balance of long term debt included in the formula's capital structure. (p. 257, Column H of the 

FF1) 

Development of  Long Term Debt Interest Expense         

126 Interest on Long Term Debt (256-257.33.i)         

127 Amort of Debt Discount & Expense (117.63.c)         

128 Amort of Loss on Reacquired Debt (117.64.c)         

129 Less: Amort of Premium on Debt (117.65.c)         

130 Less: Amort of Gain on Reacquired Debt (117.66.c)         

131 Less: Hedge Interest on pp 256-257(i)         

132  LTD Interest Expense         

 Cost of Preferred Stock and Preferred Dividends         

133 Average Balance of Preferred Stock (Ln 35 + Ln 94) / 2         

134  Preferred Dividends (Ln 36)         

Development of Average Common Equity         

135 Average Proprietary Capital (Ln 37 + Ln 96) / 2         

136 Less: Average Preferred Stock (Ln 133 Above)         

137 Less: Average Account 216.1 (Ln 39 + Ln 98) / 2         

138 Less: Average Account 219.1 (Ln 40 + Ln 99) / 2         

139 Average Balance of Common Equity         

Calculation of Capital Shares         

140 Average Balance of Long Term Debt (Ln 124 Above)         

141 Average Balance of Preferred Stock (Ln 133 Above)         

142 Average Balance of Common Equity (Ln 139 Above)         

143 Average of Total Company Structure         

144 Average Balance of LTD Capital Shares (Ln 140 / Ln 143)         

145 

Average Balance of Preferred Stock Capital Shares (Ln 141 / Ln 

143)         

146 

Average Balance of Common Equity Capital Shares (Ln 142 / 

Ln 143)         

147 Reserved         

148 Reserved         

149 Reserved         

150 Reserved         

Calculation of Capital Cost Rate         

151 LTD Capital Cost Rate (Ln 132 / Ln 124)         

152 Preferred Stock Capital Cost Rate (Ln 134 / Ln 133)         

153 Common Equity Capital Cost Rate 11.49%  11.49% 11.49% 11.49% 11.49% 11.49% 11.49% 

Calculation of Weighted Capital Cost Rate         

154 LTD Weighted Capital Cost Rate (Ln 144 * Ln 151)         

155 Preferred Stock Capital Cost Rate (Ln 145 * Ln 152)         

156 Common Equity Capital Cost Rate (Ln 146 * Ln 153)         

157 ACTUAL WEIGHTED AVG COST OF CAPITAL         
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AEPTCo subsidiaries in PJM 

Cost of Service Formula Rate Using Actual/Projected FF1 Balances 

Worksheet R – True-up With Interest 

(Hypothetical Example) 

         

Reconciliation Revenue 
Requirement For Year 2018 

Available May 25, 2019 

  

2018 Revenue Requirement  

Forecast by October 31, 2017 

  

True-up 

Adjustment - 
Over (Under) 

Recovery 

  
- - 

 

- = 

 

- 

  

         

 

  

Over (Under) 

Recovery Plus 

Interest 

Average 

Monthly 

Interest Rate Months 

 Calculated 

Interest  

Amortizatio

n 

Surcharge 

(Refund) Owed 

Interest Rate on Amount of Refunds or Surcharges (Note 1) 0.2780% 

    
An over or under collection will be recovered prorata over 2018, held for 2019 and returned prorata over 2020 

         
Calculation of Interest 

     
Monthly 

  

January 

Year 

2018 

- 

0.2780% 12 

-  - 

February 
Year 
2018 

- 
0.2780% 11 

-  - 

March 

Year 

2018 

- 

0.2780% 10 

-  - 

April 

Year 

2018 

- 

0.2780% 9 

-  - 

May 
Year 
2018 

- 
0.2780% 8 

-  - 

June 

Year 

2018 

- 

0.2780% 7 

-  - 

July 

Year 

2018 

- 

0.2780% 6 

-  - 

August 
Year 
2018 

- 
0.2780% 5 

-  - 

September 

Year 

2018 

- 

0.2780% 4 

-  - 

October 

Year 

2018 

- 

0.2780% 3 

-  - 

November 

Year 

2018 

- 

0.2780% 2 

-  - 

December 
Year 
2018 

- 
0.2780% 1 

-  - 

     

   -   -             

       
    

 

      
 Annual  

  

January  through December 

Year 

2019                                     - 0.2780% 12                  - 

 
              -  

         Over (Under) Recovery Plus Interest Amortized and Recovered 

Over 12 Months 

  
 Monthly  

  

January 

Year 

2020 

- 

0.2780% 

 

- - - 

February 
Year 
2020 

- 
0.2780% 

 

- - - 

March 

Year 

2020 

- 

0.2780% 
 

- - - 

April 

Year 

2020 

- 

0.2780% 

 

- - - 

May 
Year 
2020 

- 
0.2780% 

 

- - - 

June 

Year 

2020 

- 

0.2780% 
 

- - - 

July Year 
- 

0.2780% 

 

- - - 
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2020 

August 

Year 

2020 

- 

0.2780% 

 

- - - 

September 
Year 
2020 

- 
0.2780% 

 

- - - 

October 

Year 

2020 

- 

0.2780% 
 

- - - 

November 

Year 

2020 

- 

0.2780% 

 

- - - 

December 
Year 
2020 

- 
0.2780% 

 

- - - 

     

  -  

 

         True-Up Adjustment with 

Interest 

      

- 

 Less Over (Under) 
Recovery 

      

- 

 
Total Interest 

      

- 

 
    

Note 1:  The interest rate to be applied to the over recovery or under recovery amounts will be determined using the average monthly FERC interest rate (as 

determined pursuant to 18 C.F.R. Section 35.19a) for the twenty (20) months from the beginning of the rate year being trued-up through August 31 of the 
following year.    
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Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  06/20/2017    Status:   Effective 
FERC Docket:  ER17-01500-000 696 
FERC Order:  Delegated Letter Order    Order Date: 
 08/23/2017 
Introduction, Introduction, 4.0.0 A 
 
 

OPEN ACCESS 

 

TRANSMISSION SERVICE TARIFF 

 

OF THE 

 

AMERICAN ELECTRIC POWER SYSTEM 
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Introduction AEPSC Explanation 
American Electric Power Service Corporation, as agent for Appalachian Power Company, AEP 
Texas Inc., Indiana Michigan Power Company, Kentucky Power Company, Kingsport Power 
Company, Ohio Power Company, Public Service Company of Oklahoma, Southwestern Electric 
Power Company, and Wheeling Power Company files this Tariff to comply with the Federal 
Energy Regulatory Commission's (FERC) Order No. 888, issued in Docket No. RM95-8-000, 
"Promoting Wholesale Competition through Open Access Non-discriminatory Transmission 
Service by Public Utilities," FERC Stats. & Regs., Regulations Preambles ¶ 31,036 (1996), reh'g, 
Order No. 888-A, FERC Stats. & Regs., Regulations Preambles ¶ 31,048 (1997), reh'g, Order No. 
888-B, 81 FERC ¶ 61,248 (1997), reh'g, Order No. 888-C, 82 FERC ¶ 61,046 (1998).  The 
transmission and ancillary services offered for sale under this Tariff are the transmission and 
ancillary services that the FERC has ordered public utilities subject to its jurisdiction to offer to 
Eligible Customers, as that term is defined in this Tariff.  This Tariff also implements certain of 
the transmission access and service pricing policies of the Public Utilities Commission of Texas 
generally in accordance with Chapter 25 of that Commission's Substantive Rules. If the PUCT 
Chapter 25 of the PUCT’s Substantive Rules or Order No. 888 is modified in the future, the terms 
on which transmission and ancillary services are offered under this Tariff may also be modified 
pursuant to the provisions of Section 9 of this Tariff. 

 

Public Service Company of Oklahoma and Southwestern Electric Power Company are members of 
the Southwest Power Pool.  The SPP offers certain transmission services acting as their 
designated agent under the Open Access Transmission Tariff for Service Offered by Southwest 
Power Pool filed with the Federal Energy Regulatory Commission (SPP Tariff). 

 

Beginning October 1, 2004, PJM is the Transmission Provider for the AEP East Zone operating 
companies, which include Appalachian Power Company, Indiana Michigan Power Company, 
Kentucky Power Company, Kingsport Power Company, Ohio Power Company, and Wheeling 
Power Company. As the transmission provider for the AEP East Zone operating companies, PJM 
offers certain transmission services under their Open Access Transmission Tariff filed with the 
Federal Energy Regulatory Commission (PJM Tariff). 

 
 
Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  06/20/2017    Status:   Effective 
FERC Docket:  ER17-01500-000 696 
FERC Order:  Delegated Letter Order    Order Date: 
 08/23/2017 
TOC, Table of Contents, 3.0.0 A 
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 7 Billing and Payment 

  7.1 Billing Procedure 
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 9 Regulatory Filings 
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  37.1 General Conditions 

  37.2 Transmission Service Requirements 
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 38 Initiating Service 
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ATTACHMENT G 

 RESERVED 

 

ATTACHMENT H 

 RESERVED 

 

ATTACHMENT I 

 RESERVED 

 

ATTACHMENT J 

 Form of Service Agreement for ERCOT Regional Transmission Service 

 

ATTACHMENT K 

 Annual Transmission Revenue Requirement for ERCOT Regional Transmission Service 
 

ATTACHMENT L 

 Index of ERCOT Regional Transmission Service Customers 
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 RESERVED 
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 Reserved 
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 Reserved 
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Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  08/01/2014    Status:   Effective 
FERC Docket:  ER14-02087-000 329 
FERC Order:  Delegated Letter Order    Order Date: 
 07/30/2014 
Part I, Part I Common Service Provisions, 2.0.0 A 
 

I COMMON SERVICE PROVISIONS 
 
 

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 263 of 829



Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  06/20/2017    Status:   Effective 
FERC Docket:  ER17-01500-000 696 
FERC Order:  Delegated Letter Order    Order Date: 
 08/23/2017 
1, 1 Definitions, 3.0.0 A 
 

1 Definitions 

AEP East Zone: 
 The integrated electric utility system consisting of the generating and transmission 

facilities of Appalachian Power Company, Indiana Michigan Power Company, Kentucky Power 

Company, Kingsport Power Company, Ohio Power Company, and Wheeling Power Company, or 

their successors in interest to the transmission business.  On October 1, 2004, PJM became 

the Transmission Provider for the AEP East Zone. 

AEP Operating Companies: 
 The public utilities that own the transmission facilities in the AEP East Zone and the AEP 

West Zone and operate the transmission facilities in the AEP West Zone.   On October 1, 

2004, PJM began operating the AEP East Zone transmission facilities. 

AEP Texas: 
 AEP Texas Inc., the successor in interest to AEP Texas Central Company and AEP Texas 

North Company which now operate as Central Division and North Division of AEP Texas, 

respectively, or the successor in interest to the transmission business of AEP Texas. 

AEP West Zone: 
 The integrated electric utility system consisting of the electric generating (as applicable) 
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and transmission facilities of PSO, SWEPCO and AEP Texas, or their successor in interest to the 

transmission business. 

 
 

Ancillary Services: 
 Those services that are necessary to support the transmission of capacity and energy 

from resources to loads while maintaining reliable operation of the Transmission Provider's 

Transmission System in accordance with Good Utility Practice. 

Application: 
 A request by an Eligible Customer for transmission service pursuant to the provisions of 

the Tariff. 

Central Division: 
 The portion of the AEP Texas transmission business formerly operated as AEP Texas 

Central Company. 

Chapter 25: 
 Chapter 25, Subchapter I, Division 1 of the PUCT’s Substantive Rules, as amended from 

time to time. 

Commission: 
 The Federal Energy Regulatory Commission. 
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Completed Application: 
 An Application that satisfies all of the information and other requirements of the Tariff, 

including any required deposit. 

Control Area: 
 An electric power system or combination of electric power systems to which a common 

automatic generation control scheme is applied in order to: 

 (1) match, at all times, the power output of the generators within the electric power 

system(s) and capacity and energy purchased from entities outside the electric power 

system(s), with the load within the electric power system(s); 

 (2) maintain scheduled interchange with other Control Areas, within the limits of 

Good Utility Practice; 

 (3) maintain the frequency of the electric power system(s) within reasonable limits 

in accordance with Good Utility Practice; and 

 (4) provide sufficient generating capacity to maintain operating reserves in 

accordance with Good Utility Practice. 

Curtailment: 
 A reduction in firm or non-firm transmission service in response to a transfer capability 

shortage as a result of system reliability conditions. 

Designated Agent: 
 Any entity that performs actions or functions on behalf of the Transmission Provider, an 
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Eligible Customer, or the Transmission Customer required under the Tariff. 

Direct Assignment Facilities: 
 Facilities or portions of facilities that are constructed by the Transmission Provider for 

the sole use/benefit of a particular Transmission Customer requesting service under the Tariff.  

Direct Assignment Facilities shall be specified in the Service Agreement that governs service to 

the Transmission Customer and shall be subject to Commission approval. 

Eligible Customer: 
 (i) Any electric utility (including the Transmission Provider and any power marketer), 

Federal power marketing agency, or any person generating electric energy for sale for resale is 

an Eligible Customer under the Tariff.  For purposes of Part IV of this Tariff, an Eligible 

Customer shall also be any Distribution Service Provider, as that term is defined in Chapter 25, 

that distributes electricity to retail customers on behalf of a Retail Electric Provider (REP) and 

any Non Opt-In Entity, as that term is defined in the ERCOT Protocols, that distributes electricity 

to retail customers in ERCOT.  Electric energy sold or produced by such entity may be electric 

energy produced in the United States, Canada or Mexico.  However, with respect to 

transmission service that the Commission is prohibited from ordering by Section 212(h) of the 

Federal Power Act, such entity is eligible only if the service is provided pursuant to a state 

requirement that the Transmission Provider offer the unbundled transmission service, or 

pursuant to a voluntary offer of such service by the Transmission Provider.   

(ii) Any retail customer taking unbundled transmission service pursuant to a state 

requirement that the Transmission Provider offer the transmission service, or pursuant to a 
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voluntary offer of such service by the Transmission Provider, is an Eligible Customer under the 

Tariff. 

ERCOT: 
 Electric Reliability Council of Texas, which in a geographic sense refers to the area 

served by electric utilities that are not synchronously interconnected with electric utilities 

outside of the State of Texas, or its successor in function. 

ERCOT Protocols: 
 Shall mean the documents adopted by ERCOT, and approved by the PUCT, including any 

attachments or exhibits referenced in the Protocols, as amended from time to time, that 

contain the scheduling, operating, planning, reliability, and settlement (including customer 

registration) policies, rules, guidelines, procedures, standards, and criteria of ERCOT. 

ERCOT IO: 
 A Texas nonprofit corporation that has been certified by the PUCT as the Independent 

Organization for the ERCOT Region. 

ERCOT Regional Transmission Service: 
 The Transmission Service offered under Part IV of this Tariff. 

ERCOT Regional Transmission Service Customer: 
 An Eligible Customer taking ERCOT Regional Transmission Service under Part IV of this 

Tariff. 
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ERCOT Transmission Network: 
 The interconnected bulk power delivery system comprised of the transmission systems 

located and operated in ERCOT, including the AEP Texas Transmission System. 

Facilities Study: 
 An engineering study conducted by the Transmission Provider, or its agent, to 

determine the required modifications to the Transmission Provider's Transmission System, or 

the ERCOT Transmission Network, including the cost and scheduled completion date for such 

modifications, that will be required to provide the requested transmission service. 

Good Utility Practice: 
 Any of the practices, methods and acts engaged in or approved by a significant portion 

of the electric utility industry during the relevant time period, or any of the practices, methods 

and acts which, in the exercise of reasonable judgment in light of the facts known at the time 

the decision was made, could have been expected to accomplish the desired result at a 

reasonable cost consistent with good business practices, reliability, safety and expedition.  

Good Utility Practice is not intended to be limited to the optimum practice, method, or act to 

the exclusion of all others, but rather to be acceptable practices, methods, or acts generally 

accepted in the region, including those practices required by Federal Power Act section 

215(a)(4). 

High Voltage Direct Current Facilities (or HVDC Facilities) 
 Either (i) the North Interconnection, consisting of high voltage back-to-back converters 

and related facilities on either side of the ERCOT-SPP border at Oklaunion, Texas, having a 
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nominal capacity of 200 MW, or (ii) the East Interconnection consisting of:  (a) a 345 kV 

alternating current (AC) switchyard facility at the Oncor Electric Monticello generating station 

necessary for the interconnection of the Oncor Electric AC electric system with the 

Welsh-Monticello Line; (b) the Welsh-Monticello Line, which is a 345 kV AC transmission line 

between the Monticello Switchyard Facility described in the preceding clause and the High 

Voltage Direct Current (HVDC) Terminal described in the succeeding clause; (c) the HVDC 

Terminal, consisting of high voltage back-to-back converters, having a nominal capacity of 600 

MW, of which the Transmission Provider and its affiliates own 300 MW, and related facilities 

and the land on which such facilities are located; and (d) a 345 kV AC switchyard facility at the 

SWEPCO Welsh generating station necessary for the interconnection of the SWEPCO AC electric 

system with such HVDC Terminal, or (iii) the Eagle Pass Interconnection consisting of high 

voltage back-to-back converters and related facilities on the United States side of the U.S. - 

Mexico border at Eagle Pass, Texas, having a nominal capacity of 36 MW or (iv) any 

combination of the North Interconnection, the East Interconnection and the Eagle Pass 

Interconnection. 

Interconnection Agreement: 
 An agreement between an Eligible Customer that owns electric facilities in ERCOT and 

one or more of the ERCOT Transmission Providers that sets forth requirements for physical 

connection and interconnected operations.  A Transmission Customer that owns electrical 

facilities in ERCOT must have such an agreement with each of the ERCOT Transmission 

Providers to which the Transmission Customer is physically connected. 
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North Division: 

 The portion of the AEP Texas transmission business formerly operated as AEP 

Texas North Company. 

Part I: 
 Tariff Definitions and Common Service Provisions contained in Sections 1 through 12. 

Part IV: 
 Tariff Sections 36 through 40 pertaining to the use of the AEP Texas Transmission 

System operated in ERCOT in conjunction with the use by a Transmission Customer of the 

ERCOT Transmission Network to serve load within ERCOT and in conjunction with the applicable 

Common Service Provisions of Part I and the applicable Schedules and Attachments. 

PJM: 
 PJM Interconnection, L.L.C., or its successor in function. 

PSO: 
 Public Service Company of Oklahoma, or the successor in interest to the transmission 

business of PSO. 

PUCT: 
 Public Utility Commission of Texas. 

QSE: 
 A person qualified by the ERCOT IO to submit schedules to and settle payments with, 
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the ERCOT IO. 

Service Agreement: 
 The initial agreement and any amendments or supplements thereto entered into by the 

Transmission Customer and the Transmission Provider and/or the Transmission Owner for 

service under the Tariff. 

Service Commencement Date: 
 The date the Transmission Provider begins to provide service pursuant to the terms of 

an executed Service Agreement, or the date the Transmission Provider begins to provide 

service in accordance with Section 38.4 under the Tariff. 

SPP: 
 Southwest Power Pool, or its successor in function. 

SWEPCO: 
 Southwestern Electric Power Company, or the successor in interest to the transmission 

business of SWEPCO. 

System Impact Study: 
 An assessment by the Transmission Provider of (i) the adequacy of the Transmission 

System to accommodate a request for ERCOT Regional Transmission Service and (ii) whether 

any additional costs may be incurred in order to provide transmission service. 
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Transmission Customer: 
 Any Eligible Customer (or its Designated Agent) that (i) executes a Service Agreement, or 

(ii) requests in writing that the Transmission Provider file with the Commission, a proposed 

unexecuted Service Agreement to receive transmission service under the Tariff.  This term is 

used in the Part I Common Service Provisions to include customers receiving transmission 

service under this Tariff. 

Transmission Provider: 
 The public utilities (or their Designated Agent) that own, control, or operate facilities 

used for the transmission of electric energy in interstate commerce and provide transmission 

service under the Tariff; provided, however, that in the case of service provided on the ERCOT 

Transmission Network under Part IV of this Tariff, the term refers in the plural form to all 

transmitting utilities that operate in ERCOT, when preceded by an indefinite article the term in 

the singular form refers to any such transmitting utility and when preceded by the definite 

article the term in the singular form refers to AEP Texas. 

Transmission System: 
 The facilities owned, controlled or operated in ERCOT at or above 60 kilovolts owned, 

controlled, operated or supported by a Transmission Provider that are used to provide 

transmission service in ERCOT under Part IV of this Tariff, including the HVDC Facilities (such 

facilities of AEP Texas being referred to herein collectively as the "AEP Texas Transmission 

System" and all such facilities in the aggregate being referred to herein as the "ERCOT 

Transmission Network." ). 
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Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  08/01/2014    Status:   Effective 
FERC Docket:  ER14-02087-000 329 
FERC Order:  Delegated Letter Order    Order Date: 
 07/30/2014 
2-6, 2-6 Reserved, 2.0.0 A 
 

2 RESERVED 

3 RESERVED 

4 RESERVED 

5 RESERVED 

6 RESERVED 

 

 
 
Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  08/01/2014    Status:   Effective 
FERC Docket:  ER14-02087-000 329 
FERC Order:  Delegated Letter Order    Order Date: 
 07/30/2014 
7, 7 Billing and Payment, 2.0.0 A 
 

7 Billing and Payment 

7.1 Billing Procedure: 
 Within a reasonable time after the first day of each month, the Transmission Provider 

shall submit an invoice to the Transmission Customer for the charges for all services furnished 

under the Tariff during the preceding month.  The invoice rendered for service under Part IV 

of this Tariff shall be paid by the ERCOT Regional Transmission Service Customer within the 

time period specified in Chapter 25.  All payments shall be made in immediately available 

funds payable to the Transmission Provider or by wire transfer to a bank named by the 
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Transmission Provider. 

7.2 Interest on Unpaid Balances: 
 Interest on unpaid amounts for service provided under Part IV, shall be calculated 

pursuant to Chapter 25.  Interest on delinquent amounts shall be calculated from the due date 

of the bill to the date of payment.  When payments are made by mail, bills shall be considered 

as having been paid on the date of receipt by the Transmission Provider. 

7.3 Customer Default: 
Section 39.2 of this Tariff shall govern customer default for service provided under Part IV of 

this Tariff. 

 
 
Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  08/01/2014    Status:   Effective 
FERC Docket:  ER14-02087-000 329 
FERC Order:  Delegated Letter Order    Order Date: 
 07/30/2014 
8, 8 Reserved, 2.0.0 A 
 

8 RESERVED 

 

 
 
Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  08/01/2014    Status:   Effective 
FERC Docket:  ER14-02087-000 329 
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9 Regulatory Filings 
 Nothing contained in the Tariff or any Service Agreement shall be construed as affecting 
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in any way the right of the Transmission Provider to unilaterally make application to the 

Commission for a change in rates, terms and conditions, charges, classification of service, 

Service Agreement, rule or regulation under Section 205 of the Federal Power Act and pursuant 

to the Commission's rules and regulations promulgated thereunder. 

 Nothing contained in the Tariff or any Service Agreement shall be construed as affecting 

in any way the ability of any Party receiving service under the Tariff to exercise its rights under 

the Federal Power Act and pursuant to the Commission's rules and regulations promulgated 

thereunder. 
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Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  08/01/2014    Status:   Effective 
FERC Docket:  ER14-02087-000 329 
FERC Order:  Delegated Letter Order    Order Date: 
 07/30/2014 
10, 10 Force Majeure and Indemnification, 2.0.0 A 
 

10 Force Majeure and Indemnification 

10.1 Force Majeure: 
 An event of Force Majeure means any act of God, labor disturbance, act of the public 

enemy, war, insurrection, riot, fire, storm or flood, explosion, breakage or accident to 

machinery or equipment, any Curtailment, order, regulation or restriction imposed by 

governmental military or lawfully established civilian authorities, or any other cause beyond a 

Party's control.  A Force Majeure event does not include an act of negligence or intentional 

wrongdoing.  Neither the Transmission Provider nor the Transmission Customer will be 

considered in default as to any obligation under this Tariff if prevented from fulfilling the 
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obligation due to an event of Force Majeure.  However, a Party whose performance under this 

Tariff is hindered by an event of Force Majeure shall make all reasonable efforts to perform its 

obligations under this Tariff. 

10.2 Indemnification: 
 The Transmission Customer shall at all times indemnify, defend, and save the 

Transmission Provider harmless from, any and all damages, losses, claims, including claims and 

actions relating to injury to or death of any person or damage to property, demands, suits, 

recoveries, costs and expenses, court costs, attorney fees, and all other obligations by or to 

third parties, arising out of or resulting from the Transmission Provider's performance of its 

obligations under this Tariff on behalf of the Transmission Customer, except in cases of 

negligence or intentional wrongdoing by the Transmission Provider. 

 
 
Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  08/01/2014    Status:   Effective 
FERC Docket:  ER14-02087-000 329 
FERC Order:  Delegated Letter Order    Order Date: 
 07/30/2014 
11, 11 Creditworthiness, 2.0.0 A 
 

11 Creditworthiness 
 The Transmission Provider will specify its Creditworthiness Procedures in Attachment N. 
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Electric TCS and MBR 
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Effective Date:  08/01/2014    Status:   Effective 
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FERC Order:  Delegated Letter Order    Order Date: 
 07/30/2014 
12, 12 Dispute Resolution Procedures, 2.0.0 A 
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12 Dispute Resolution Procedures 

12.1 RESERVED 

12.2 RESERVED 

12.3 RESERVED 

12.4 RESERVED 

12.5 Arbitration under Part IV: 
 Any arbitration initiated with regard to service under Part IV of this Tariff shall be 

conducted under the arbitration procedures set forth in the ERCOT Protocols. 

12.6 Rights Under The Federal Power Act: 
 Nothing in this section shall restrict the rights of any party to file a Complaint with the 

Commission under relevant provisions of the Federal Power Act. 

 
 
Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  08/01/2014    Status:   Effective 
FERC Docket:  ER14-02087-000 329 
FERC Order:  Delegated Letter Order    Order Date: 
 07/30/2014 
Part II, Part II RESERVED Point to Point Transmission Service, 2.0.0 A 
 

II RESERVED 
 

Point-to-Point Transmission Service is no longer provided under this Tariff.  Part II and its sections 13 through 27 
are reserved. 

SPP is the sole provider of transmission services for the AEP West Zone operating companies.  As the 
transmission provider for the AEP West Zone operating companies, SPP offers certain transmission services under 
the SPP Tariff. 

PJM is the Transmission Provider for the AEP East Zone operating companies.  As the transmission provider for 
the AEP East Zone operating companies, PJM offers certain transmission services under the PJM Tariff. 
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Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  08/01/2014    Status:   Effective 
FERC Docket:  ER14-02087-000 329 
FERC Order:  Delegated Letter Order    Order Date: 
 07/30/2014 
Part III, Part III RESERVED Network Integration Transmission Service, 2.0.0 A 
 

III RESERVED 
 

Network Integration Transmission Service is no longer provided under this Tariff.  Part III and its sections 28 
through 35 are reserved. 

SPP is the sole provider of transmission services for the AEP West Zone operating companies.  As the 
transmission provider for the AEP West Zone operating companies, SPP offers certain transmission services under 
the SPP Tariff.   

PJM is the Transmission Provider for the AEP East Zone operating companies.  As the transmission provider for 
the AEP East Zone operating companies, PJM offers certain transmission services under the PJM Tariff. 
 
 
Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  06/20/2017    Status:   Effective 
FERC Docket:  ER17-01500-000 696 
FERC Order:  Delegated Letter Order    Order Date: 
 08/23/2017 
Part IV, Part IV ERCOT Regional Transmission Service, 3.0.0 A 
 

IV ERCOT REGIONAL TRANSMISSION SERVICE 

  Preamble 
AEP Texas will participate in the provision of ERCOT Regional Transmission Service in 

accordance with ERCOT Protocols and the terms and conditions set forth in this Part IV and a 

Transmission Customer's Service Agreement.  Chapter 25 sets forth the principles by which 

the responsibility for the costs of owning, operating, maintaining and expanding the ERCOT 

Transmission Network will be distributed among all electric utility entities operating in ERCOT.  

In the event of any conflict between this Tariff and Chapter 25 or ERCOT Protocols, or any 

future modification of the PUCT’s Substantive Rules or ERCOT Protocols, the provisions of this 
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Tariff will control.  
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FERC Order:  Delegated Letter Order    Order Date: 
 08/23/2017 
36, 36 ERCOT Regional Transmission Service, 3.0.0 A 
 

36 ERCOT Regional Transmission Service 
 

36.1 Purpose: 
 This Part IV sets forth the terms and conditions that shall govern the participation by 

AEP Texas in assuring non-discriminatory access to use of the ERCOT Transmission Network 

required to serve loads in ERCOT and to deliver electric power from ERCOT.  Transmission 

service provided pursuant to this Part IV together with like service provided by other 

Transmission Providers in accordance with Chapter 25 allows an Eligible Customer operating in 

ERCOT to receive energy from its resources to serve loads within ERCOT and to deliver electric 

power from ERCOT. 

36.2 Nature of Transmission Service 
 Scope of Service. 

 The transmission service offered under this Part IV allows ERCOT Regional Transmission 

Service Customers to use the ERCOT Transmission Network for the delivery of the output of 

electric power resources to serve loads within ERCOT and to export electric power from within 

ERCOT to the boundaries of ERCOT.  Under this Part IV, an ERCOT Regional Transmission 
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Service Customer shall be any Eligible Customer.  The ERCOT Regional Transmission Service 

Customer must make arrangements for service with all other ERCOT Transmission Providers in 

accordance with Chapter 25.  Under this Part IV, an ERCOT Regional Transmission Service 

Customer shall have the right, as contemplated by Chapter 25, to use the ERCOT Transmission 

Network on a basis similar to the use made by AEP Texas of the Transmission System.  ERCOT 

Regional Transmission Service Customers taking transmission service under this Part IV must 

arrange Ancillary Services pursuant to the ERCOT Protocols.  AEP will provide QSE and 

ancillary services only to those ERCOT Regional Transmission Service Customers with whom AEP 

has an interim QSE Agreement.  These customers may obtain comparable ancillary services 

from the ERCOT IO in its capacity as supplier of last resort. 
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Electric TCS and MBR 
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Effective Date:  06/20/2017    Status:   Effective 
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37, 37 Availability of Transmission Service, 3.0.0 A 
 

37 Availability of Transmission Service 

37.1 General Conditions: 
 In accordance with the provisions of this Tariff, AEP Texas shall make ERCOT Regional 

Transmission Service available to any Eligible Customer on a non-discriminatory basis. 

37.2 Transmission Service Requirements: 
 As a condition to obtaining ERCOT Regional Transmission Service under this Part IV, an 

Eligible Customer that owns electric facilities in ERCOT shall execute Interconnection 

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 281 of 829



Agreements with AEP Texas and other ERCOT Transmission Providers to which such customer is 

physically connected. 

37.3 Transmission Provider Responsibilities: 
 AEP Texas shall plan, construct, operate and maintain the AEP Texas Transmission 

System in accordance with Good Utility Practice in order to provide ERCOT Regional 

Transmission Service Customers with ERCOT Regional Transmission Service over the AEP Texas 

Transmission System in accordance with this Tariff.  AEP Texas shall, consistent with Good 

Utility Practice, endeavor to construct and place into service transmission capacity to ensure 

adequacy and reliability of the transmission network to deliver power from the ERCOT Regional 

Transmission Service Customer's resources to serve the ERCOT Regional Transmission Service 

Customer's load in ERCOT and to deliver the ERCOT Regional Customer’s power from ERCOT.  

AEP Texas shall plan, construct, operate, and maintain facilities that are needed to relieve 

transmission constraints, as recommended by the ERCOT IO and approved by the PUCT, in 

order to provide service under this Part IV. 

37.4 Construction of New Facilities: 
 If additional transmission facilities or interconnections between electric utilities are 

needed to provide transmission service pursuant to a request for such service, the Transmission 

Provider, to the extent the constraint exists on the AEP Texas Transmission System, shall 

construct or acquire the facilities necessary to permit the transmission service to be provided, 

unless the ERCOT IO  identifies an alternative means of providing the transmission service that 

is less costly, operationally sound, and relieves the transmission constraint at least as efficiently 
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as would the construction of additional transmission facilities. 

 (1)     When an Eligible Customer requests ERCOT Regional Transmission Service for a 

new generating source that is planned to be interconnected with the AEP Texas Transmission 

System, the Eligible Customer shall be responsible for the cost of installing step-up transformers 

to transform the output of the generator to a transmission voltage level and a protective device 

at the point of interconnection capable of electrically isolating the generating source owned by 

the transmission service customer.  The Transmission Provider shall be responsible for the 

cost of installing any other interconnection facilities that are designed to operate at a 

transmission voltage level and any other transmission system upgrades on its transmission 

system that may be necessary to accommodate the requested transmission service. 

 (a) The Transmission Provider may require the Eligible Customer to pay a reasonable 

deposit, or provide another means of security, to cover the costs of planning, licensing, and 

constructing any new transmission facilities that will be required in order to provide the 

requested service. 

 (b) If the new generating source is completed and the ERCOT Regional Transmission 

Service Customer begins to take the requested transmission service, the Transmission Provider 

shall return the deposit or security to the ERCOT Regional Transmission Service Customer.  If 

the new generating source is not completed and new transmission facilities are not required, 

the Transmission Provider may retain as much of the deposit or security as is required to cover 

the costs it incurred in planning, licensing, and constructing the planned new transmission 

facilities.  Any repayment of a cash deposit shall include interest calculated in the manner 
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described in 18 C.F.R. § 35.19(a). 

 (2) Curtailment of service.  In an emergency situation, as determined by the ERCOT 

IO and at its direction, the Transmission Provider may interrupt transmission service on a 

non-discriminatory basis, if necessary, to preserve the stability of the transmission network and 

service to customers.  Such curtailments shall be carried out in accordance with Part IV of this 

Tariff, and the ERCOT Protocols. 
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Electric TCS and MBR 
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Effective Date:  06/20/2017    Status:   Effective 
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FERC Order:  Delegated Letter Order    Order Date: 
 08/23/2017 
38, 38 Initiating Service, 3.0.0 A 
 

38 Initiating Service 
 Each Eligible Customer that requests the use of the ERCOT Transmission Network to 

serve its customers in ERCOT from its resources, or to make sales of energy to a third party in 

ERCOT from its resources or to export electric power from ERCOT, may apply for transmission 

service pursuant to this Part IV and Chapter 25.  The Eligible Customer and AEP Texas shall 

provide the information that is required under this Part IV to the ERCOT IO, with a copy to AEP 

Texas. 

38.1 Conditions Precedent for Receiving Service: 
 Subject to the terms and conditions of Part IV of this Tariff and in accordance with 

Chapter 25 and the ERCOT Protocols, AEP Texas will provide transmission service to any Eligible 

Customer that requests service, provided that: 
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 (a) the Eligible Customer has completed an Application for service as provided 

under this Section 38; 

 (b) the Eligible Customer and AEP Texas have completed the technical arrangements 

contemplated by this Section 38; 

 (c) if the Eligible Customer operates electrical facilities that are connected to the 

facilities of AEP Texas, the Eligible Customer has executed all Interconnection Agreements 

required for service under this Tariff or, if necessary, requested in writing pursuant to Section 

38.10 of this Tariff that a Transmission Provider file a proposed unexecuted Interconnection 

Agreement with the regulatory agency having jurisdiction; 

 (d) the Eligible Customer has either executed a Service Agreement or requested in 

writing pursuant to Section 38.10 of this Tariff that AEP Texas file an unexecuted Service 

Agreement with the Commission. 

38.2 Application Procedures for ERCOT Regional Transmission Service: 
 (a) An Eligible Customer requesting ERCOT Regional Transmission Service under Part 

IV of this Tariff must submit an Application for service.  A Completed Application shall provide 

the information required in subsection (b) below.  The Eligible Customer shall provide the 

information that is required under subsection (b) below to the ERCOT IO, with a copy to AEP 

Texas. 

 (b) The Eligible Customer must provide all information deemed necessary by the 

ERCOT IO to evaluate the request for transmission service. 
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 (c) Chapter 25 requires the ERCOT IO to acknowledge a request for service within 

ten business days of receipt.  When the request is complete, the acknowledgment will include 

a date by which a response will be sent to the Eligible Customer and a statement of any fees 

associated with responding to the request (e.g., fees for system studies). 

 (d) If an Application fails to provide the ERCOT IO with all information deemed 

necessary, Chapter 25 requires the ERCOT IO to notify the Eligible Customer requesting service 

within 15 business days of receipt thereof and specify the reasons for such failure.  Chapter 25 

requires the ERCOT IO, wherever possible, to attempt to remedy deficiencies in an Application 

through informal communications with an Eligible Customer. 

 (e) If a System Impact Study is required, upon approval of the requesting 

Transmission Customer, Chapter 25 requires the ERCOT IO to perform or direct the 

Transmission Provider to prepare such a study.  If the ERCOT IO concludes that the AEP Texas 

Transmission System is adequate to accommodate the request for service, either in whole or in 

part, or that no costs are likely to be incurred for new transmission facilities or upgrades, the 

Transmission Provider will tender a Service Agreement for ERCOT Regional Transmission 

Service, within 15 business days of completion of the System Impact Study. 

 (f) If the ERCOT IO determines as a result of a System Impact Study that additions or 

upgrades to the AEP Texas Transmission System are needed to supply the Eligible Customer's 

forecasted requirements for ERCOT Regional Transmission Service, the Transmission Provider 

will, upon approval of the requesting Eligible Customer, initiate a Facilities Study.  When 

completed, a Facilities Study will include an estimate of the cost of any required facilities or 
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upgrades, and the time required to complete such construction and initiate the requested 

service. 

 (g) Chapter 25 requires that when the Eligible Customer applies for transmission 

service for a new resource under this section, the ERCOT IO shall notify affected Transmission 

Providers of the application and request comments concerning the scope of any System Impact 

Study. Chapter 25 requires the ERCOT IO to complete the System Impact Study and provide the 

results to the Eligible Customer within 90 days after the receipt of an executed study 

agreement and receipt from the Eligible Customer of all the data necessary to complete the 

study.  In the event the ERCOT IO is unable to complete the study within the 90 day period, it 

will provide the Eligible Customer a written explanation of when the study will be completed 

and the reason for the delay. 

 The Eligible Customer shall be responsible for the cost of the System Impact Study and 

shall be provided with the results thereof, including relevant work papers. 

38.3 Facilities Study: 
 (a) Based on the results of the System Impact Study, the Transmission Provider shall 

perform, or cause to be performed, pursuant to an executed Facilities Study agreement with 

the Eligible Customer, a Facilities Study addressing the detailed engineering, design and cost of 

facilities required to provide the requested ERCOT Regional Transmission Service. 

 (b) The Transmission Provider will complete the Facilities Study as soon as 

reasonably practicable using information developed in the System Impact Study. Upon 

completion of the Facilities Study, the Transmission Provider shall notify the Eligible Customer 
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whether the Transmission Provider considers that a contribution in aid of construction is 

appropriate and the amount of the contribution that the Eligible Customer should make.  The 

Transmission Provider shall base its request on the information in the System Impact Study and 

the Facilities Study and the provisions in this Part IV. 

 (c) The Eligible Customer shall be responsible for the reasonable cost of the 

Facilities Study pursuant to the terms of the Facilities Study agreement and shall be provided 

with the results thereof, including relevant workpapers. 

 (d) The Transmission Provider shall be responsible for the costs of any Facilities 

Study undertaken to determine the engineering, design and cost of facilities associated with the 

addition of new resources used to serve load of AEP Texas.  Such costs will be booked 

separately by the AEP Texas Central Division and AEP Texas North Division, as the case may be. 

 (e) When completed, the Facilities Study will include a good faith estimate of (i) the 

cost of Direct Assignment Facilities to be charged to the Eligible Customer, and (ii) the Eligible 

Customer’s appropriate share of the cost of any required facilities for which the Eligible 

Customer is responsible under Chapter 25, and (iii) the time required to complete such 

construction and initiate the requested service.  The Eligible Customer shall provide the 

Transmission Provider with a letter of credit or other reasonable form of security acceptable to 

the Transmission Provider equivalent to the costs of new facilities or upgrades consistent with 

commercial practices as established by the Uniform Commercial Code.  The Eligible Customer 

shall have thirty (30) days to execute a Service Agreement or request the filing of an 

unexecuted Service Agreement and provide the required letter of credit or other form of 
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security or the request no longer will be a Completed Application and shall be deemed 

terminated and withdrawn. 

38.4 Technical Arrangements to be Completed Prior to Commencement of Service: 
 Service under this Tariff shall not commence until the installation of all equipment 

specified in the Interconnection Agreement has been completed in a manner consistent with 

guidelines adopted by the national reliability organization and the ERCOT IO, except that the 

Transmission Provider shall provide the requested ERCOT Regional Transmission Service to the 

extent that such service does not impair the reliability of other ERCOT Regional Transmission 

Service.  The Transmission Provider shall exercise reasonable efforts, in coordination with the 

ERCOT Regional Transmission Service Customer, to complete such arrangements as soon as 

practical prior to the Service Commencement Date. 

38.5 ERCOT Regional Transmission Service Customer Facilities 
 The provision of ERCOT Regional Transmission Service shall be conditioned upon the 

ERCOT Regional Transmission Service Customer's constructing, maintaining and operating the 

facilities on its side of each point of interconnection to the ERCOT Transmission Network that 

are necessary reliably to interconnect and deliver electric power from a resource to the ERCOT 

Transmission Network and from the ERCOT Transmission Network to the ERCOT Regional 

Transmission Service Customer's loads. 

38.6 Transmission Arrangements for Loads or Resources Located Outside of ERCOT 
Region: 
 It shall be the ERCOT Regional Transmission Service Customer’s responsibility to make 
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any transmission arrangements necessary for delivery of electric power produced from a 

resource inside or outside of ERCOT to the interconnection with ERCOT. 

38.7 Changes in Service Requests: 
 Under no circumstances shall an ERCOT Regional Transmission Service Customer’s 

decision to cancel or delay the addition of a new resource in any way reduce or relieve the 

ERCOT Regional Transmission Service Customer’s obligation to pay the costs expended by the 

Transmission Provider to conduct the Facility Study. 

38.8 Annual Load and Resource Information Updates: 
 The ERCOT Regional Transmission Service Customer shall provide the ERCOT IO with 

annual updates of load and resource forecasts. The ERCOT Regional Transmission Service 

Customer also shall provide the ERCOT IO with timely written notice of material changes in any 

other information provided in its Application relating to the ERCOT Regional Transmission 

Service Customer’s load, resources, its transmission system or other aspects of its facilities or 

operations affecting the Transmission Provider’s ability to provide reliable service under this 

Tariff.  AEP Texas will provide the ERCOT IO similar information. 

38.9 Termination of Transmission Service: 
 An ERCOT Regional Transmission Service Customer may terminate service under this 

Tariff after providing the Transmission Provider and ERCOT with written notice of the ERCOT 

Regional Transmission Service Customer's intention to terminate.  An ERCOT Regional 

Transmission Service Customer's provision of notice to terminate service under this Tariff shall 

not relieve the ERCOT Regional Transmission Service Customer of its obligation to pay the 
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Transmission Provider any rates, charges, or fees, including contributions in aid of construction, 

or for service previously provided under the applicable interconnection service agreement and 

that are owed to the Transmission Provider as of the date of termination. 

38.10 Initiating Service in the Absence of an Executed Service Agreement: 
 If the Transmission Provider and an Eligible Customer requesting ERCOT Regional 

Transmission Service under this Part IV cannot agree on all the terms and conditions of the 

Service Agreement, the Transmission Provider shall file with the Commission, no later than 

thirty (30) days after the date the Eligible Customer provides written notification directing the 

Transmission Provider to file, an unexecuted Service Agreement containing terms and 

conditions deemed appropriate by the Transmission Provider for such requested ERCOT 

Regional Transmission Service.  Upon acceptance for filing by the Commission of such 

unexecuted agreement, the ERCOT Regional Transmission Service Customer shall be deemed to 

have agreed to (i) compensate the Transmission Provider at whatever rate the Commission 

ultimately determines to be just and reasonable, and (ii) comply with all other terms and 

conditions of this Tariff. 
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39 Rates and Charges 
 An ERCOT Regional Transmission Service Customer taking ERCOT Regional Transmission 

Service under this Tariff shall pay the Transmission Provider for any Direct Assignment Facilities, 
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applicable study costs, and local distribution facilities charges consistent with Commission 

policy, along with the following charges: 

39.1 Demand Charge for ERCOT Regional Transmission Service: 
 An ERCOT Regional Transmission Service Customer taking ERCOT Regional Transmission 

Service under Part IV of this Tariff shall pay the Transmission Provider a monthly demand 

charge.  The monthly demand charge under this Tariff for ERCOT Regional Transmission 

Service shall be the charges set forth in Attachment K. 

39.2 Commercial Terms for Transmission Service: 
 Billing and Payment: Within a reasonable time after the first day of each month, the 

Transmission Provider shall issue invoices for the prior month’s transmission service to the 

ERCOT Regional Transmission Service Customers. 

 (1) An invoice for transmission service shall be paid so that the Transmission 

Provider will receive the funds by the 35th calendar day after the date of issuance of the 

invoice, unless the Transmission Provider and the ERCOT Regional Transmission Service 

Customer agree on another mutually acceptable deadline.  All payments shall be made in 

immediately available funds payable to the Transmission Provider or by wire transfer to a bank 

named by the service provider or by other mutually acceptable terms. 

 (2) Interest on any delinquent amounts shall be calculated from the due date of the 

bill to the date of payment and compounded monthly using the interest rate set by the 

Commission in accordance with 18 CFR §35.19(a).  When payments are made by mail, bills 
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shall be considered as having been paid on the date of receipt by the Transmission Provider. 

 (3) In the event the ERCOT Regional Transmission Service Customer fails, for any 

reason other than a billing dispute as described in subparagraph (A) of this paragraph, to make 

payment to the Transmission Provider on or before the due date, and such failure of payment is 

not corrected within 30 calendar days after the Transmission Provider notifies the ERCOT 

Regional Transmission Service Customer to cure such failure, the customer shall be deemed to 

be in default. 

 (A) Upon the occurrence of a default, the Transmission Provider may initiate a 

proceeding with the Commission to terminate service.   If the Commission finds that a default 

has occurred the ERCOT Regional Transmission Service Customer shall pay to the Transmission 

Provider an amount equal to two times the amount of the payment that the customer fails to 

pay in addition to any other remedy ordered by the commission.  In the event of a billing 

dispute between the Transmission Provider and the ERCOT Regional Transmission Service 

Customer, the Transmission Provider will continue to provide service during the pendency of 

the proceeding, as long as the ERCOT Regional Transmission Service Customer: 

 (i) continues to make all payments not in dispute; 

 (ii) pays into an independent escrow account the portion of the invoice in dispute, 

pending resolution of such dispute. 

 (B) If the ERCOT Regional Transmission Service Customer fails to meet the 

requirements in subparagraph (A) of this paragraph, then the Transmission Provider will 
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provide notice to the ERCOT Regional Transmission Service Customer and to the Commission of 

its intention to terminate service. 

 (C) Any dispute arising in connection with the termination or proposed termination 

of service shall be referred to the alternative dispute resolution process described in Chapter 

25. 
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 08/23/2017 
40, 40 System Reliability, 3.0.0 A 
 

40 System Reliability 
 (a) Notwithstanding any other provision of Part IV of this Tariff, the Transmission 

Provider reserves the right, consistent with Good Utility Practice and on a non-discriminatory 

basis, to interrupt ERCOT Regional Transmission Service provided under this Part IV without 

liability on the part of the Transmission Provider for the purpose of making necessary 

adjustments to, changes in, or repairs to its lines, substations and other facilities, or where the 

continuance of ERCOT Regional Transmission Service would endanger persons or property. 

 (b) In the event of any adverse condition or disturbance on the AEP Texas 

Transmission System or on any other system directly or indirectly interconnected with the AEP 

Texas Transmission System, the Transmission Provider, consistent with Good Utility Practice, 

also may interrupt ERCOT Regional Transmission Service provided under this Part IV on a 
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non-discriminatory basis in order to limit the extent or damage of such adverse condition or 

disturbance, prevent damage to generating or transmission facilities, or expedite restoration of 

service. 

 (c) The Transmission Provider will give the ERCOT IO and affected ERCOT Regional 

Transmission Service Customers as much advance notice as is practicable in the event of any 

such interruption. 

 
 
Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  06/20/2017    Status:   Effective 
FERC Docket:  ER17-01500-000 696 
FERC Order:  Delegated Letter Order    Order Date: 
 08/23/2017 
41, 41 ERCOT Ancillary Services, 3.0.0 A 
 

41 ERCOT Ancillary Services 
 The Transmission Provider shall not provide ERCOT Ancillary Services under this Tariff.  

ERCOT Regional Transmission Service Customers shall obtain all ERCOT Ancillary Services 

pursuant to the procedures set forth in the ERCOT Protocols.  AEP will provide QSE and 

ancillary services only to those ERCOT Regional Transmission Service Customers with whom AEP 

has an interim QSE Agreement.  ERCOT Regional Transmission Service Customers may obtain 

comparable ancillary services from the ERCOT IO in its capacity as the supplier of last resort. 

 
 
Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  08/01/2014    Status:   Effective 
FERC Docket:  ER14-02087-000 329 
FERC Order:  Delegated Letter Order    Order Date: 
 07/30/2014 
Attachments RESERVED, Attachments RESERVED, 0.0.0 A 
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RESERVED ATTACHMENTS 
The following Attachments have existed in earlier versions of this Tariff and are no longer 

applicable. 

ATTACHMENT A 

ATTACHMENT B 

ATTACHMENT C 

ATTACHMENT D 

ATTACHMENT E-1 

ATTACHMENT E-2 

ATTACHMENT F 

ATTACHMENT G 

ATTACHMENT H 

ATTACHMENT I  

ATTACHMENT M 

ATTACHMENT O 

ATTACHMENT P 

ATTACHMENT Q 

ATTACHMENT R 

ATTACHMENT S 

 

 
 
Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  06/20/2017    Status:   Effective 
FERC Docket:  ER17-01500-000 696 
FERC Order:  Delegated Letter Order    Order Date: 
 08/23/2017 
Attachment J, J Form of Service Agreement for ERCOT Regional Transmission, 3.0.0 A 
 

ATTACHMENT J Form of Service Agreement for ERCOT Regional 
Transmission Service 
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This Service Agreement ("Agreement") is entered into this ______ day of ________, 

____, by and between _____________________ ("ERCOT Regional Transmission Service 

Customer") and American Electric Power Service Corporation, the Designated Agent for AEP 

Texas Inc. (collectively "Transmission Provider").  ERCOT Regional Transmission Service 

Customer and Transmission Provider are referred to herein as Parties. 

WHEREAS, Transmission Provider has determined that ERCOT Regional Transmission 

Service Customer has made a valid request for ERCOT Regional Transmission Service in 

accordance with Transmission Provider's Open Access Tariff ("Tariff") filed with the Federal 

Energy Regulatory Commission ("Commission"); 

WHEREAS, ERCOT Regional Transmission Service Customer has represented 

that it is an Eligible Customer eligible for service under this Tariff; and 

WHEREAS, the Parties intend that capitalized terms used herein shall have the same 

meaning as in the Tariff; 

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein, 

the Parties agree as follows:  

Article 1.0 ERCOT Regional Transmission Service 

1.1 Transmission Provider agrees during the term of this Agreement, as it may be 

amended from time to time, to provide ERCOT Regional Transmission Service in 

accordance with this Tariff to allow the ERCOT Regional Transmission Service Customer 

to use the AEP Texas Transmission System for the delivery of the output of resources 
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located inside and outside of ERCOT to serve loads inside or outside of ERCOT. 

1.2 The terms and conditions of such ERCOT Regional Transmission Service shall be 

governed by the Tariff, as in effect at the time this Agreement is executed by ERCOT 

Regional Transmission Service Customer, or as the Tariff is thereafter amended.  The 

Tariff as it currently exists, or as it is hereafter amended, is incorporated in this 

Agreement by reference.  In the case of any conflict between this Agreement and the 

Tariff, the Tariff shall control. 

1.3 The load served by the ERCOT Regional Transmission Service Customer is located 

in (check one): 

[ ] The ERCOT Control Area. 

[ ] The Control Area operated by _______________. 

[ ] Variable (ERCOT Regional Transmission Service Customer is a power 

marketer). 

1.4 Transmission Service shall not begin until the ERCOT Regional Transmission 

Service Customer has entered into all necessary Interconnection Agreements with the 

Transmission Providers as required by the Tariff.  

1.5 New interconnection points shall be established pursuant to this Tariff and set 

forth in a separate interconnection agreement to be negotiated by the Parties.  Any 

charges for incremental facilities associated with such new interconnection points will 

be set forth in an amendment to this Agreement. 

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 298 of 829



Article 2.0 Technical and Engineering Arrangements 

2.1 The technical and engineering arrangements required for service pursuant to this 

Tariff shall be specified in Interconnection Agreement(s) between the Parties. 

Article 3.0 Rates and Charges 

3.1 ERCOT Regional Transmission Service Customer shall pay Transmission Provider 

monthly the rates and charges applicable to ERCOT Regional Transmission Service 

Customer receiving ERCOT Regional Transmission Service from Transmission Provider, as 

specified and determined pursuant to the Tariff and this Agreement. 

3.2 The demand charge, if applicable, shall be determined pursuant to Section 39 of 

the Tariff. 

3.3 Any congestion management charges, if applicable, shall be determined 

pursuant to the ERCOT Protocols 

3.4 The charge for losses, if applicable, shall be determined in accordance with the 

ERCOT Protocols.  

3.5 Direct Assignment Facilities charges shall be as follows: 

3.6 Local distribution facilities charges shall be as follows:  

3.7. The ERCOT Regional Transmission Service Customer also agrees that there shall 

be added to any amount calculated pursuant to the Tariff an amount in dollars sufficient 

to reimburse the Transmission Provider for any amounts paid or payable by the 
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Transmission Provider as sales, excise or similar taxes (other than taxes based upon or 

measured by net income) in respect of the total amount payable to the Transmission 

Provider pursuant to the Tariff, in order to allow the Transmission Provider, after 

provision for such taxes, to realize the net amount payable to them under the Tariff. 

Article 4.0 Effective Date and Term of Agreement 

4.1 This Agreement shall become effective and shall become a binding obligation of 

the Parties on the date on which the last of the following events shall have occurred 

(effective date): 

(a) Transmission Provider and ERCOT Regional Transmission Service 

Customer shall have caused this Agreement and the necessary Interconnection 

Agreements to be executed by their respective duly authorized representatives 

and each shall have furnished to the other satisfactory evidence thereof, or the 

ERCOT Regional Transmission Service Customer shall have requested the 

Transmission Provider to file with the Commission an unexecuted Service 

Agreement and Interconnection Agreement; and 

(b) This Agreement and any such Interconnection Agreement, either 

executed or unexecuted, shall have been accepted for filing and made effective 

by order of the Commission under the Federal Power Act, in which case the 

effective date of this Agreement and the Interconnection Agreement shall be as 

specified in the Commission's order.  However, if the Commission or any 

reviewing court, in such order or in any separate order, suspends this Agreement 
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or any part thereof or the Interconnection Agreement or any part thereof, 

institutes an investigation or proceeding under the provisions of the Federal 

Power Act with respect to the justness and reasonableness of the provisions of 

this Agreement or any other agreement referred to or contemplated by this 

Agreement, or imposes any conditions, limitations or qualifications under any of 

the provisions of the Federal Power Act which individually or in the aggregate 

are determined by Transmission Provider or the ERCOT Regional Transmission 

Service Customer to be adverse to it, then Transmission Provider and ERCOT 

Regional Transmission Service Customer shall promptly renegotiate the terms of 

this Agreement and the Interconnection Agreement in light of such Commission 

or court action. 

Each Party will use its best efforts to take or cause to be taken all action requisite to the end 

that this Agreement and the Interconnection Agreement shall become effective as provided 

herein at the earliest practicable date. 

4.2 Transmission Provider shall file this Agreement with the Commission.  The Parties 

agree to request that the Commission establish an effective date of _____________. 

4.3 This Agreement shall terminate on _________________.  

Article 5.0 Notice 

5.1 Any notice given pursuant to this Agreement shall be in writing delivered by mail 

postage prepaid, prepaid overnight courier or facsimile transmission to the following: 
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If to Transmission Provider: 

American Electric Power Service Corporation 

Attn: Director, System Interconnections  

212 East Sixth St. 

Tulsa, OK  74119 

 

If to ERCOT Regional Transmission Service Customer: 

________________________ 

Attn:  _________________ 

U.S. Mail: ________________________ 

________________________ 

Overnight: ________________________ 

________________________ 

(___) ___ - ____ (phone) 

(___) ___ - ____ (fax) 

 

5.2 The above names, address and facsimile numbers for Transmission Provider or ERCOT 

Regional Transmission Service Customer may be changed at any time by written notice to the 

other Party. 

Article 6.0 Use of Direct Assignment Facilities 

6.1 ERCOT Regional Transmission Service Customer shall have use of Direct Assignment 

Facilities pursuant to this Tariff and as listed under Exhibit A-1 to this Agreement. 
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Article 7.0 Use of Local Distribution Facilities  

7.1 ERCOT Regional Transmission Service Customer shall have use of Transmission 

Provider's local distribution facilities pursuant to this Tariff and as listed under Exhibit A-3 to 

this Agreement.  The charge for the use made of such facilities will be $____________. 

 

IN WITNESS WHEREOF, each of the Parties has caused this ERCOT Regional Transmission Service 

Agreement to be duly executed by the authorized person in the places provided below. 

ERCOT Regional Transmission Service Customer 

By: ______________________________________      

 

Name:  ________________________________      

 

Title:  ________________________________      

 

Date:  ________________________________      

 

Transmission Provider 

By: ____________________________________      

 

Name:  ______________________________      
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Title:  ______________________________      

 

Date:  ______________________________       

  

EXHIBIT A-1       DATED _______________ 

 

Direct Assignment Facilities 

  

 

EXHIBIT A-2       DATED ________________ 

 

Local Distribution Facilities 
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Effective Date:  11/15/2017    Status:   Effective 
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Attachment K, K Annual Trans Revenue Requirement for ERCOT Regional Trans, 26.0.0 A 
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ATTACHMENT K  

Annual Transmission Revenue Requirement for ERCOT Regional 
Transmission Service 

The charges in this Attachment K, for ERCOT Regional Transmission Service provided 

under Part IV of the Tariff, are made subject to final determination by the Public Utility 

Commission of Texas (“PUCT”) and acceptance thereafter by the Commission (“Final Rates”). 

Upon issuance of a final decision by the PUCT in Docket No. 47659, any amounts collected in 

excess of those resulting from the Final Rates will be refunded, together with interest 

calculated in accordance with the Commission’s regulations at 18 C.F.R. § 35.19a(2)(iii).  Until 

the Final Rates are accepted by the Commission, charges for ERCOT Regional Transmission 

Service hereunder shall be determined as follows:  

A. For Service to Load Within ERCOT 
Charges for ERCOT Regional Transmission Service are to be determined by dividing the 

annual facilities charge by 12, or by other means as mutually agreed upon by the Transmission 

Provider and the ERCOT Regional Transmission Service Customer and specified in the Service 

Agreement.  Under no circumstances shall the sum of the monthly charges due in any 

calendar year be more or less than the annual facilities charge due under this Tariff. 

The annual facilities charges are the sum of:  (1) the product of the annual access rate 

for AEP Texas Central Division (set forth below) multiplied by the ERCOT Regional Transmission 

Service Customer's demand at the time of the most recent ERCOT system coincident peak 

demand, as determined by the PUCT pursuant to Chapter 25; and (2) the product of the annual 

access rate for AEP Texas North Division (set forth below) multiplied by the ERCOT Regional 
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Transmission Service Customer's demand at the time of the most recent ERCOT system 

coincident peak demand, as determined by the PUCT pursuant to Chapter 25. 

The annual access rate for AEP Texas Central Division is $3.649054/kW. 

The annual access rate for AEP Texas North Division is $1.432588/kW. 

B. For Service To Export Electric Power From ERCOT 
ERCOT Regional Transmission Service charges for exports of electric power from ERCOT 

to the boundaries of ERCOT are to be based on the kilowatts that are actually exported, the 

duration of the transaction and the rates set forth below.  The monthly rate for service in the 

on-peak season (June through September) will be one-fourth the Transmission Provider’s 

annual access rate.  The monthly rate for service in the off-peak season will be one-twelfth the 

Transmission Provider’s annual access rate.  The weekly, daily and hourly rates for service in 

the on-peak season will be the annual access rate divided by the number of weeks, days and 

hours respectively in the on-peak season.  The weekly, daily and hourly rates for service in the 

off-peak season will be the annual access rate divided by the number of weeks, days and hours 

respectively in the year.  The AEP Texas charges for any transaction shall not exceed the 

product of its Central Division and North Division annual access rates times the highest amount 

of kilowatts actually exported. 

 AEP Texas Central 
Division 

AEP Texas North 
Division 

Annual rate per kW $3.649054 $1.432588 
Monthly on-peak rate per kW $0.912264 $0.358147 
Monthly off-peak rate per kW $0.304088 $0.119382 
Weekly on-peak rate per kW $0.209372 $0.082198 
Weekly off-peak rate per kW $0.070174 $0.027550 
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Daily on-peak rate per kW $0.029910 $0.011743 
Daily off-peak rate per kW $0.009997 $0.003925 
Hourly on-peak rate per kW $0.001246 $0.000489 
Hourly off-peak rate per kW $0.000417 $0.000164 

 

 
 
Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  06/20/2017    Status:   Effective 
FERC Docket:  ER17-01500-000 696 
FERC Order:  Delegated Letter Order    Order Date: 
 08/23/2017 
Attachment L, L Index of ERCOT Regional Transmission Service Customers, 14.0.0 A 
 

ATTACHMENT L 
 
 Index of ERCOT Regional Transmission 
 Service Customers 
 
AEP Energy Partners, LP 
AEP Texas Inc. 
American Electric Power Service Corporation 
Amoco Energy Trading Corporation 
Aquila Power Corporation, Inc. (nka KCP&L Greater Missouri Operations) 
Avista Energy, Inc.  
Bandera Electric Cooperative, Inc. 
Bartlett Electric Cooperative, Inc. 
Bear Energy LP (nka J. P. Morgan Ventures Energy Corporation) 
Belfalls Electric Cooperative, Inc. 
Big Country Electric Cooperative, Inc. 
Bluebonnet Electric Cooperative, Inc. 
BP Energy 
Brazos Electric Power Cooperative, Inc. 
Brownsville Public Utilities Board 
Cargill-Alliant, LLC 
Central Texas Electric Cooperative, Inc. 
Cherokee County Electric Cooperative, Inc. 
Cincinnati Gas & Electric Co./PSI Energy, Inc. 
City of Austin Electric Department 
City of Bastrop, Texas 
City of Bellville, Texas 
City of Boerne, Texas 
City of Bowie, Texas 
City of Brady, Texas 
City of Brenham, Texas 
City of Bridgeport, Texas 
Bryan Texas Utilities 
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City of Burnet, Texas 
City of College Station, Texas 
City of Cuero, Texas 
City of Denton, Texas Municipal Utilities 
City of Flatonia, Texas 
City of Fredericksburg, Texas 
City of Garland, Texas 
Georgetown Utilities 
City of Giddings, Texas 
City of Goldthwaite, Texas 
City of Gonzales, Texas 
Granbury Municipal Utility 
City of Halletsville, Texas 
City of Hearne, Texas 
City of Hempstead, Texas 
KerrvillePublic Utility Board 
City of Lampasas, Texas 
City of Lexington, Texas 
City of Llano, Texas 
City of Lockhart, Texas 
City of Luling, Texas 
City of Mason, Texas 
City of Moulton, Texas 
New Braunfels Utilities 
City of Robstown, Texas 
 San Marcos Electric Utility 
City of San Saba, Texas 
City of Sanger, Texas 
City of Schulenburg, Texas 
City of Sequin, Texas 
City of Seymour, Texas 
City of Shiner, Texas 
City of Smithville, Texas 
City of Waelder, Texas 
City of Weatherford, Texas 
City of Weimer, Texas 
City of Whitesboro, Texas 
City of Yoakum, Texas 
City Public Service Board of San Antonio, Texas (nka CPS Energy) 
Coleman County Electric Cooperative, Inc. 
Comanche County Electric Cooperative, Inc. 
Columbia Energy Power Marketing Corporation 
Concho Valley Electric Cooperative, Inc.  
Constellation Power Source 
Cooke County Electric Cooperative, Inc. 
Coral Power, LLC (nka Shell Energy North America) 
Deep East Texas Electric Cooperative, Inc. 
DeWitt Electric Cooperative, Inc. 
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Duke Energy 
Dynegy Power Services LLC 
DuPont Power Marketing, Inc. 
EDF Trading North America, LLC 
El Paso Merchant Energy, LP 
Electric Clearinghouse, Inc. 
ETC Endure Energy, LLC 
Energy Transfer 
Engage Energy US, L.P. 
Enron Power Marketing, Inc. 
Entergy Services, Inc. 
e prime, inc. 
Exelon Power Team 
Fannin County Electric Cooperative, Inc. 
Farmers Electric Cooperative, Inc. 
Fayette Electric Cooperative, Inc. 
Florida Power Corporation 
Fort Belknap Electric Cooperative, Inc. 
Fortis Energy Marketing and Trading (nka BNP Paribas Energy Trading GP) 
FPL Energy Power Marketing, Inc. (nka NextEra) 
Golden Spread Electric Cooperative, Inc. 
Grayson-Collin Electric Cooperative, Inc. 
Greenville Electric Utilities 
Gregory Power Partners, LP 
Guadalupe Power Partners, LP 
Guadalupe Valley Electric Cooperative, Inc. 
Hamilton County Electric Cooperative, Inc. 
Hilco Electric Cooperative, Inc. 
Houston County Electric Cooperative, Inc. 
Houston Lighting and Power Company (nka CenterPoint Energy) 
J-A-C Electric Cooperative, Inc. 
Jackson Electric Cooperative, Inc. 
Jasper-Newton Electric Cooperative, Inc. 
Kansas City Power & Light Company 
Kansas Energy LLC (nka Trademark Merchant Energy, LLC) 
Karnes Electric Cooperative, Inc. 
Koch Power Services, Inc. 
LaGrange Utilities 
Lamar County Electric Cooperative 
Lighthouse Electric Cooperative, Inc. 
Lower Colorado River Authority 
Lyntegar Electric Cooperative, Inc. 
Macquarie Energy, LLC 
McLennan County Electric Cooperative, Inc. 
Merchant Energy Group of the Americas, Inc. 
Merrill Lynch Global Commodities 
Mid-South Electric Cooperative 
Minnesota Power & Light Company 
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Morgan Stanley Capital Group, Inc.  
Navarro County Electric Cooperative, Inc. 
Navasota Valley Electric Cooperative, Inc. 
NRG Power Marketing 
Nueces Electric Cooperative, Inc. 
OGE Energy Corp 
Optim Energy Marketing, LLC 
PanEnergy Trading and Market Services, L.L.C. 
PECO Energy Company 
Pedernales Electric Cooperative, Inc. 
Questar Energy Trading Company 
Rainbow Energy Marketing Corporation 
Rayburn Electric Cooperative, Inc. 
Rio Grande Electric Cooperative, Inc.  
Rusk County Electric Cooperative, Inc. 
Sam Houston Electric Cooperative, Inc. 
San Bernard Electric Cooperative, Inc. 
San Miguel Electric Cooperative, Inc. 
San Patricio Electric Cooperative, Inc. 
Sempra Energy 
Sharyland Utilities, L.P. 
Sonat Power Marketing 
South Plains Electric Cooperative, Inc. 
South Texas Electric Cooperative, Inc. 
Southwest Texas Electric Cooperative, Inc.  
Southwestern Public Service Company 
Suez Energy Marketing NA, Inc. 
Taylor Electric Cooperative, Inc. 
Tenaska 
Texas Municipal Power Agency 
Texas Utilities Electric Company (nka TXU Energy) 
Texas-New Mexico Power Company 
Tex-La Electric Cooperative of Texas, Inc. 
TexMex Energy, LLC 
Tri-County Electric Cooperative, Inc. 
Trinity Valley Electric Cooperative, Inc. 
United Cooperative Services 
UtiliCorp United 
Valero Power Services Company 
Victoria Electric Cooperative, Inc. 
Vitol Gas & Electric, L.L.C. 
VTEC Energy, Inc. 
Western Farmers Electric Cooperative, Inc. 
Western Resources 
Wharton County Electric Cooperative, Inc. 
Williams Energy Services Company 
Wise Electric Cooperative, Inc. 
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Appalachian Power Company as of 4/9/2018 
Electric TCS and MBR 
Open Access Transmission Tariff 
Effective Date:  08/01/2014    Status:   Effective 
FERC Docket:  ER14-02087-000 329 
FERC Order:  Delegated Letter Order    Order Date: 
 07/30/2014 
Attachment N, N Creditworthiness Procedures, 2.0.0 A 
 

ATTACHMENT N Creditworthiness Procedures 
 

I.  For the purpose of determining the ability of the Transmission Customer to meet its 

obligations related to service hereunder, the Transmission Provider may require reasonable 

credit review procedures, which may include but shall not be limited to, verification that the 

Transmission Customer is not operating under any state or federal bankruptcy laws, is not 

subject to the uncertainty of pending liquidation or regulatory proceedings in state or federal 

courts, and no significant collection lawsuits or judgments are outstanding that would seriously 

affect the Transmission Customer's ability, in the Transmission Provider's determination, to 

remain solvent.  As part of this process, the Transmission Customer may be required to furnish 

the Transmission Provider with the Transmission Customer's financial reports and/or its reports 

to shareholders.  Creditworthiness requirements for retail electric providers in ERCOT will be 

governed by Chapter 25 under certification for retail electric providers.  Specifically, the 

Transmission Customer will be considered creditworthy upon satisfying one of the following 

conditions: 

(a) At the time it enters into a transaction and throughout the term thereof, the 

Transmission Customer provides the Transmission Provider evidence that its long-term 

unsecured debt securities are rated BBB or better by Standard & Poor's Corporation, or Baa2 or 
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better by Moody's Investor Service, or that its common stock is rated B+ or better by Standard 

and Poor's Corporation, it being the Transmission Customer's obligation to notify the 

Transmission Provider of any adverse changes in such ratings. 

(b) The Transmission Customer either prepays for service or provides an 

unconditional letter of credit for an amount equal to or greater than the total charges for the 

term of the transaction.  Any letter of credit provided to the Transmission Provider must be 

issued by a commercial bank or financial institution located in the United States or Canada 

whose long-term unsecured debt securities are rated A or better by Standard & Poor's 

Corporation or A2 or better by Moody's Investor Service, Inc., or comparable rating by another 

rating service acceptable to the Transmission Provider in its sole discretion. 

(c) The Transmission Customer has, in the Transmission Provider's sole discretion, a 

satisfactory long-term payment history with any of the AEP Operating Companies. 

(d) The Transmission Provider receives a written guarantee from the Transmission 

Customer's parent company (if applicable) that the parent will be responsible unconditionally 

for all financial obligations associated with the transaction, and the Transmission Customer's 

parent company qualifies as creditworthy pursuant to one or more of the provisions of this 

section. 

(e) The Transmission Customer is a borrower from the Rural Utilities Service (“RUS”) 

and has a Times Interest Earned Ratio (“TIER”) of 1.05 or better and a Debt Service Coverage 

Ratio (“DSC”) of 1.00 or better in the most recent calendar year, or an average TIER of 1.05 or 

better and average DSC of 1.00 or better achieved in the two best years out of the three most 
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recent calendar years.  This paragraph (e) shall apply to borrowers from the RUS that take 

service under Part IV. 

II. Procedures for Notification of Changes in Collateral Requirements  - In the event the 

Transmission Provider determines that there has been a change in the transmission customer’s 

creditworthiness, the Transmission Provider will provide such customer thirty (30) days notice 

to provide any additional requirement, collateral, or security. 

III. Upon request, the Transmission Customer will be provided a written explanation for any 

change in credit levels or collateral requirements.  The Transmission Customer may contest 

determinations of credit levels or collateral requirements or post additional collateral, including 

any non-creditworthy determination, provided that such contest is provided in writing to the 

Transmission Provider within five (5) business days of such credit level or collateral requirement 

determination. 

 

 
 
Appalachian Power Company as of 4/9/2018 
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 07/30/2014 
Attachment T, T Interconnection and Local Delivery Service Agreement, 3.0.0 A 
 

ATTACHMENT T Interconnection and Local Delivery Service Agreement 
 

 This Agreement is entered into this _____ day of __________ 20__, by and between        

    (“  ” or “Customer”), and American Electric Power Service 

Corporation, as Designated Agent for the AEP Operating Companies1 (“AEP”), being sometimes 
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herein referred to collectively as the “Parties” or singularly as a “Party”. In consideration of the 

mutual covenants and agreements herein, it is agreed as follows: 

[Note 1: Appalachian Power Company, Indiana Michigan Power Company, Kentucky Power 

Company, Kingsport Power Company, Ohio Power Company, and Wheeling Power Company, all 

of which are now doing business as AEP] 

WITNESSETH: 

WHEREAS, the AEP companies are wholly owned subsidiaries of American Electric Power 

Company, Inc., owning and operating, inter alia, electric facilities for, and engaged in, the 

generation, transmission, distribution and sale of electric power and energy; 

WHEREAS,           is a          corporation, ___________________                                                                     

_______________________________________________________________; and 

 

WHEREAS, PJM Interconnection, L.L.C. (“PJM”), is a Regional Transmission Organization 

(“RTO”), offering transmission service to eligible customers, and having functional control over 

the AEP East Zone transmission network upon integration of AEP’s East Zone into PJM 

(“Transmission Provider”); and 

 

WHEREAS, the Parties wish to establish the terms and conditions of the local delivery services, 

as defined under this Interconnection and Local Delivery Service Agreement (“ILDSA”), that AEP 

will provide to Customer in coordination with, but separate from, the transmission service that 
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will be provided by the PJM RTO; 

 

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

herein, the Parties agree as follows: 

Article 1 Applicable Tariffs 

1.1 Applicability of Tariffs: 
 

 During the term of this Agreement, as it may be amended from time to time, AEP agrees 

to provide Interconnection and Local Delivery Services for the Customer, and the Customer 

agrees to pay for such services the charges identified in Attachment 1 hereto and such other 

charges as shall be applicable hereunder, in accordance with this Agreement. In addition, the 

applicable provisions of the Open Access Transmission Tariff of the AEP System (“AEP Tariff”), 

and, as to certain provisions referenced herein, the Open Access Transmission Tariff of the PJM 

RTO (“PJM Tariff”), as each tariff shall at any time during the term of this Agreement be on-file 

and accepted by the Federal Energy Regulatory Commission (“Commission”), including any 

applicable Schedules and Attachments appended to such tariffs. Interconnection and Local 

Delivery Services means services described herein which are subject to the jurisdiction of the 

Commission but not provided by the PJM RTO under the PJM Tariff. AEP shall not provide any 

services or make any charges hereunder that are provided or charged by the PJM RTO under 

the PJM Tariff. 
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1.2 Governance over Conflicts: 
 

 The terms and conditions of such Interconnection and Local Delivery Services shall be 

governed by this Agreement and the AEP Tariff, as it exists at the time of this Agreement, or as 

hereafter amended. The AEP Tariff, as it currently exists or as hereafter amended, is 

incorporated in this Agreement by reference.  In the case of any conflict between this 

Agreement and the AEP Tariff or PJM Tariff, the AEP Tariff or PJM Tariff shall control, except 

that the PJM Tariff shall control if the AEP Tariff and the PJM Tariff are in conflict. 

Article 2 Delivery Points 

2.1 Existing Delivery Points: 
 

 Unless the Parties shall subsequently otherwise agree, the existing facilities connecting 

the Customer’s members power delivery facilities to the AEP power delivery facilities (“Delivery 

Points”) listed in Attachment 1, and illustrated in corresponding one line diagram(s) contained 

in Attachment 2, shall be continued in service.  The Customer and AEP shall endeavor to 

operate their respective facilities in continuous synchronism through such Delivery Points as 

shall from time to time be established by mutual agreement between the Parties. AEP and the 

Customer acting through its members, if applicable, to the extent practicable, shall each 

maintain the facilities on their respective sides of such points, and future points of delivery as 

may be established from time to time in accordance with Good Utility Practice, in order that 

said facilities will operate in a reliable and satisfactory manner, and without material reduction 

in their intended capacity or purpose. 
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 If the function of any such facility is impaired or the capacity of any point of delivery is 

reduced or such synchronous operation at any point of delivery becomes interrupted, either 

manually or automatically, as a result of force majeure or maintenance coordinated by the 

Parties, AEP and the Customer acting through its members, if applicable, shall cooperate to 

remove the cause of such impairment, interruption or reduction, so as to restore normal 

operating conditions expeditiously, it being understood that this or any other provision of this 

Agreement, notwithstanding, AEP shall retain the sole responsibility and authority for operating 

decisions as they relate to the integrity and security of the AEP system. 

2.1.1 Interruption or Reduction of Service at the Delivery Points 
 The continuity of service at any Delivery Point provided under this Agreement may be 

interrupted or reduced, (a) by operation of automatic equipment installed for power system 

protection, (b) after consultation with the affected party,  at any time that a party deems it 

desirable for installation, maintenance, inspection, repairs, or replacement of equipment, (c) at 

any time that in the judgment of the interrupting party such action is necessary to protect 

personnel or the public, preserve the integrity of, or to prevent or limit any instability on, or to 

avoid a burden on, their respective system or prevent damage to equipment. 

2.2 Changes in Delivery Points and Local Delivery Facilities 
 

 When it becomes necessary or desirable to make changes in the Delivery Point facilities, 

to upgrade, retire, replace or establish a new Delivery Point, including metering or other 

facilities at such location, the provisions of this Section shall apply. 
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2.2.1 Study Requests for Changes in Delivery Facilities 
 

 The Customer shall make requests for changes in local delivery facilities, including 

facility upgrades, retirements and replacements, or the establishment of any new Delivery 

Point, in writing to AEP, delivered by post or electronic mail (email) to Director, Transmission 

and Interconnection Services, and Manager, East Area Transmission Planning.  AEP shall 

likewise respond to such requests in writing, by post or email.  A request for a new Delivery 

Point or modification of an existing Delivery Point should include, at a minimum, the following 

information: 

 a) Nature of the change such as: modifications to an existing Delivery Point, new 

Delivery Point, increased capacity, and retirement, etc.; 

 b) Location of the Delivery Point; 

 c) Voltage class of the Delivery Point; 

 d) Specific AEP transmission facility that the Delivery Point is to be connected to; 

 e) Non-binding good faith estimate of load to be served by the Delivery Point for 

the first 5 years; 

 f) Specific modifications to an existing Delivery Point, if applicable; and 

 g) Desired in-service date. 
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2.2.2 System Impact Study (SIS) 
 

 Unless otherwise mutually agreed, AEP shall respond within five (5) business days of 

receipt of such a request and provide a System Impact Study (“SIS”) Agreement and a list of any 

additional information that AEP would require from the Customer to proceed with such study.  

The study agreement shall commit the Customer to pay AEP the actual cost to complete the 

study and to make an advance deposit equal to the estimated study cost or $25,000, whichever 

is less.  The Customer shall execute and deliver executed SIS Agreement within thirty (30) 

calendar days following its receipt and required deposit.  Upon receipt of the executed study 

agreement, study data and the required deposit, AEP shall carry out the SIS.  In the SIS, AEP 

shall assess the feasibility of modifying an existing Delivery Point or establishing the new 

Delivery Point using power flow and short circuit analyses and any other analyses that may be 

appropriate. 

 If the Customer fails to return an executed SIS Agreement within thirty (30) calendar 

days of receipt or at a later date as the Parties mutually agree, AEP shall deem the study 

request to be withdrawn.  The Customer may withdraw its study request at any time by 

written notice of such withdrawal to AEP. 

 AEP shall issue a report to the Customer within sixty (60) calendar days of the receipt of 

an executed SIS Agreement, or at a later date as the Parties may mutually agree.  If AEP is 

unable to complete such study in the allotted time, AEP shall provide an explanation to the 

Customer regarding the cause(s) of such delay and a revised completion date and study cost 

estimate. 
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 Upon completion of the SIS, the Customer shall reimburse AEP for the unpaid cost of the 

SIS if the cost of the study exceeds the deposit.  AEP shall refund the Customer, with interest, 

any portion of the deposit that exceeds the cost of the SIS.  Or, at the written request of the 

Customer, AEP shall apply the remaining balance to the Facilities Study.  The interest rate will 

be computed in accordance with 18 C.F.R. § 35.19a(a)(2). 

2.2.3 Facilities Study (FS) 
 

 Following the completion of the SIS, AEP shall provide to the Customer a Facilities Study 

(“FS”) Agreement.  The Facilities Study Agreement shall provide that the Customer shall 

compensate AEP for the actual cost of the Facilities Study.  The Customer shall execute the 

Facilities Study Agreement and deliver the executed Facilities Study Agreement to AEP within 

thirty (30) calendar days following its receipt, together with the required technical data and 

deposit in an amount equal to the estimated cost of the FS or $25,000, whichever is less. The FS 

shall determine the details and estimated cost of facilities necessary for establishing the 

requested Delivery Point and any system additions/upgrades needed to address any problems 

identified in the SIS.  AEP shall complete the study and issue a Facilities Study report to the 

Customer within ninety (90) calendar days after receipt of an executed Facilities Study 

Agreement, deposit and necessary data, or at a later date as the Parties may mutually agree. 

 If the Customer fails to return an executed FS Agreement within thirty (30) calendar 

days of receipt or at a later date as the Parties mutually agree, AEP shall deem the study 

request to be withdrawn.  The Customer may withdraw its study request at any time by 
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written notice of such withdrawal to AEP. 

 The results of the Facilities Studies shall be valid for a period of one year.  If the 

Customer delays for more than one year the continuation of the process for establishment of a 

new Delivery Point, the customer’s request shall be deemed withdrawn and a new request and 

potentially new SIS and FS shall be required. 

2.2.4 Expedited System Study 
 

 If AEP determines that minimum efforts are needed to carry out the requested Delivery 

Point modifications/ additions, AEP shall, upon request by the Customer, offer a single 

agreement covering the System Impact Study and Facilities Study, the “System Study 

Agreement.” The Study Agreement shall commit the Customer to pay AEP the actual cost to 

complete the study and to make an advance deposit equal to the estimated study cost or 

$25,000, whichever is less. 

 If the Customer fails to return an executed System Study Agreement within thirty (30) 

calendar days of receipt along with the required deposit, or at a later date as the Parties 

mutually agree, AEP shall deem the study request to be withdrawn.  The Customer may 

withdraw its study request at any time by written notice of such withdrawal to AEP.  AEP shall 

complete the study and issue an Expedited System Study report to the Customer within sixty 

(60) calendar days after receipt of an executed Expedited Study Agreement, deposit and 

necessary data, or at a later date as the Parties may mutually agree. 
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2.2.5 Modifications to Study Request 
 

 During the course of a System Impact Study, Facilities Study, or System Study, either the 

Customer or AEP may identify desirable changes in the planned facilities that may improve the 

costs and/or benefits (including reliability) of the planned facilities.  To the extent the revised 

plan, and study schedule, are acceptable to both AEP and the Customer, such acceptance not to 

be unreasonably withheld; AEP shall proceed with any necessary restudy.  Any additional 

studies resulting from such modification shall be done at the Customer's cost. 

2.3 Engineering, Design and Construction of New Facilities 
 

 If pursuant to a request by the Customer, AEP agrees to provide engineering, design and 

construction of facilities described in the final study report, a facilities agreement (“Facilities 

Agreement”) shall be signed by the Customer and AEP specifying the terms and conditions.  

Each such Facilities Agreement will be incorporated in this agreement, initially as an attachment 

hereto, and after project completion through inclusion in Attachment 1 and Attachment 2.  

Following the signing of the Facilities Agreement, the receipt of any outstanding technical 

information, deposit or instrument or showing that Customer meets the financial 

creditworthiness requirements of the AEP Tariff, Section 11 (“Creditworthiness”), AEP will 

proceed with the engineering, design and procurement activities to construct, reconfigure, 

upgrade, replace or retire such local delivery or other facilities.  All Facilities Agreements for 

Delivery Points existing as of the date of this Agreement and described in Attachment 1 shall 

remain in full force and effect in accordance with their terms. 
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2.4 Cost Recovery Protection 
 

 Pursuant to this Agreement, AEP and Customer will cooperate regarding the planning, 

provision and utilization of transmission and local delivery facilities needed to reliably deliver 

power and energy to Customer’s loads connected to AEP’s facilities.  As such, AEP may be 

required to construct or otherwise expand transmission and local delivery facilities, predicated 

upon Customer’s planned use of such facilities, including the Customer's planned use of 

external and internal generating capacity.  If the Customer alters its use of the transmission 

and/or local delivery service facilities, through the transfer of load to the system of another 

service provider, AEP shall be entitled to compensation for “Stranded Costs” to the extent such 

load transfer causes AEP’s revenues to be reduced.  Any such claim for Stranded Costs by AEP 

shall be net of the present value of any incremental transmission revenue that AEP will receive 

by providing transmission or local delivery service to other customers using the transmission or 

local delivery capacity freed up by the Customer's load change. To the extent practicable, AEP 

will make efforts to find customers to take the available transmission service to minimize the 

stranded cost recovery on a case-by-case basis.  AEP will make a Section 205 filing under part 

35 of Commission’s regulations to seek Commission’s authorization for any Stranded Cost 

recovery, identifying the facilities and voltages and recovery support for the cost and duration 

of the recovery period. 

2.5 In-Line Facilities 
 

 AEP shall have the sole right to operate, maintain, and at its option, to own any facilities 
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that are required to be installed in-line with AEP’s facilities and that may affect the continuity 

and reliability of AEP facilities that provide or protect service to other customers. 

2.6 Connection Guide 
 

 The requirements for connection of non-generating facilities to the AEP transmission 

system are contained in the AEP document “Requirements for Connection of Non-Generation 

Facilities to the AEP East Transmission System”, referred to herein as the “Connection Guide”.  

A copy of this document can be obtained from AEP Transmission Planning. 

Article 3 Local Delivery Services 

3.1 Measurement of Load At Each Delivery Point 
 

 The Customer's load, kW, kWh and kVAr at each Delivery Point shall be measured at 

least on an hourly integrated basis, by suitable revenue grade metering equipment.  The 

measurements taken and required metering equipment shall be as needed for all settlement 

purposes under this Agreement, the AEP Tariff and the PJM Tariff and in accordance with the 

AEP standards and practices as contained in the Connection Guide. At points where power may 

flow to and from the Customer, separate measurements shall be obtained for each direction of 

flow.  Any necessary metered data shall be made available with such frequency and at such 

times as may be required by AEP or PJM in suitable electronic format.  If AEP, _____________, 

or PJM requires real-time load or facility status information from any Delivery Point, the other 

Party shall cooperate, to the extent necessary, in order that such monitoring and 
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telecommunications equipment, as shall be needed for such purpose may be installed and 

maintained during normal business hours common to AEP and _____________.  AEP shall 

provide to _____________, on a monthly basis by the fifth business day after the end of the 

prior month, the hourly kW, kWh and kVAr load data.  Such data, along with the master MV90 

file format and 15-minute interval data for kWh and kVAhr for each Delivery Point, shall be 

supplied in MV90 translatable format and by e-mail. _____________ shall compensate AEP for 

metering and meter data processing services as specified in Attachment 1 of this Agreement. 

 Customer will be permitted to remotely interrogate any delivery point meter for the 

purpose of obtaining load data and, if available, power quality data through read-only access 

via the AEP delivery point meter modem and telephone circuit or real time Supervisory Control 

and Data Acquisition (“SCADA”) system equipment.  At the request of Customer, AEP will 

cooperate on the installation of “smart” technology metering in place of the standard metering 

equipment at a delivery point, provided; however, that AEP shall not be obligated to install, 

operate or maintain any meter or related equipment that is not approved for use on the AEP 

System.  AEP will also cooperate with Customer on the installation of any additional telephone 

circuit(s) and/or satellite communications devices with associated data circuits or other 

mode(s) of communications and allow for the connection of such meter communications 

circuit(s) to the Customer’s real time SCADA system equipment, provided that such equipment 

connections and communications can be accomplished in a manner that does not interfere with 

the operation of AEP equipment or fulfillment of any statutory or contractual obligation.  If 

the potential for such interference exists, AEP will work with the Customer, through reasonable 

measures, to resolve such metering and/or communications issues.  As with standard 
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metering, Customer will bear all costs associated with smart technology metering, additional 

communication, and/or SCADA equipment it requests. 

3.2 Compensation for Local Delivery Services 
 

 The Customer shall, to the extent consistent with Federal Energy Regulatory 

Commission policy, reimburse AEP its costs associated with new and existing facilities, not 

otherwise recovered through the transmission charges under the PJM Tariff, either through 

monthly charges agreed to by the Parties which charges shall be specified in Attachment 1 or, 

at AEP’s option, pursuant to the Formula Rate for Facility Construction, Operation and 

Maintenance contained in Attachment 4 to this Agreement. The Parties shall mutually agree 

upon the provision and cost of providing such distribution facilities as may be necessary to 

maintain reliable service to the Delivery Points. 

3.3 Local Reactive Power Services 
 

 Load power factor charges will be assessed to the Customer pursuant to the following 

Delivery Point power factor clause based on the hourly kW and kVAr demand metered at the 

Delivery Points as follows: 

 The maximum hourly reactive power (kVAr) demand, both leading and lagging will be 

measured each month at each Delivery Point.  When multiple Delivery Points are operated as 

closed loops, the real and reactive power measurements will be combined for the purpose of 

this provision. Customer will incur no charges for power factor if the maximum leading and 
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lagging kVAr demand at each Delivery Point is managed, so as not to exceed 20% of the real 

power (kW) demand in the same hourly intervals. Charges will be assessed for leading and/or 

lagging kVAr demand at each Delivery Point if the maximum hourly value of such demand 

exceeds 20% of the kW demand in the same interval.  The charges will be $0.30/kVAr for all 

leading and/or lagging kVAr demand in excess of 20% of the corresponding kW demand, 

provided; however, that when the kVAr demand exceeds 50% of the kW demand, the charge 

will be $0.50/kVAr, for all kVAr, leading and/or lagging, in excess of 20% of the corresponding 

kW demand. 

3.4 Losses 
 

 The Customer’s load shall be adjusted, for settlement purposes, to include AEP East 

Zone transmission and distribution losses, as applicable.  Presently, the FERC approved 

transmission loss factor for the AEP East Zone is 3.3% of energy received by AEP for 

transmission to the Customer’s Delivery Points (1/(1-0.033) = 3.413% of delivered energy).  

Distribution losses shall be assessed, where applicable, at the rates as specified in Attachment 

1.  To the extent Customer’s load at any Delivery Point is supplied from behind the meter 

generation, losses shall be assessed only for the net load delivered to such Delivery Points by 

AEP. 

3.5 Maintenance of Local Delivery Point Facilities 
 

 If Pursuant to a request by Customer, AEP constructs facilities and is reimbursed by 
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Customer at cost, such cost will be calculated pursuant to the AEP Formula Rate for Facility, 

Construction, Operation, and Maintenance charges, attached hereto as Attachment 4, unless 

the Parties otherwise agree. When AEP provides operation and maintenance (O&M) services 

for any Delivery Point and/or distribution facilities owned by the Customer, or its members if 

applicable, such service will be made pursuant to any repair and maintenance agreement 

(“O&M Agreement”) that may exist between Customer and AEP, or to Attachment 3 of this 

Agreement. 

3.6 Operational Access and Control 
 

 Unless otherwise specifically agreed, AEP shall have the sole right to enter upon, test, 

operate and control the facilities covered by this Agreement that are owned by Customer when 

such facilities can directly affect the safety, reliability and/or continuity of service to other 

customers.  The right to test, operate and control said facilities includes but is not limited to 

the power to direct the opening and closing of switches for construction, operation, testing, 

maintenance and other relevant purposes.  Except in the event of an emergency, neither 

party will exercise operational access and control of facilities owned by the other unless 

permission is expressly granted to such party by the owning party. 

 All meters and test switches, whether provided by AEP or _____________, shall be 

sealed and the seals shall be broken only when the meters are to be tested, adjusted or 

replaced.  The other Party shall be provided as much advance notice as is practicable in the 

circumstances when the facilities of that Party are to be entered or the seals of any meter are 
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to be broken, and such Party shall be afforded the opportunity to be present during such test, 

adjustment, repair, and/or replacement. 

3.7 Administrative Committee 
 

 AEP and Customer shall each appoint a member and at least one alternate to an 

Administrative Committee, and so notify the other party of such appointment(s) in writing.  

Such appointment(s) may be changed at any time by similar notice.  Each member and 

alternate shall be a responsible person familiar with the day-to-day operations of their 

respective system.  Generally, this would mean that the Administrative Committee 

representative(s) will be employees AEP and the Customer, or entities represented by the 

Customer; however, the representative(s) may be accompanied by other experts, appropriate 

to the matters to be considered. 

 The Administrative Committee shall represent AEP and Customer in all matters arising 

under this Agreement and which may be delegated to it by mutual agreement of the parties 

hereto. 

3.7.1 Principal Duties 
 

 The principal duties of the Administrative Committee shall be as follows: 

 a.)  To establish operating, scheduling and control procedures as needed to meet the 

requirements of coordinated operation, this Agreement and any requirements of the 

Transmission Provider; 
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 b.) To address issues arising out of accounting and billing procedures; 

 c.)  To coordinate regarding the changing service requirements of the Customer and 

the course of action the Parties will pursue to meet such requirements; 

 d.) To coordinate regarding facility construction and maintenance as appropriate, 

and to the extent agreed by the Parties; and 

 e.) To perform such other duties as may be specifically identified in, or required for 

the proper function of this Agreement. 

3.7.2 Administrative Committee Meetings 
 

 The Administrative Committee shall meet or otherwise conference, at least once each 

calendar year, or at the request of either Party upon reasonable notice, and each Party may 

place items on the meeting agenda.  All proceedings of the Administrative Committee shall be 

conducted by its members taking into account the exercise of Good Utility Practice. If the 

Administrative Committee is unable to agree on any matter coming under its jurisdiction, that 

matter shall be resolved pursuant to the Dispute Resolution Procedures  of the PJM Tariff, or 

otherwise, as mutually agreed by Customer and Company. 

Article 4 Customers Load Capacity and Other Obligations to the RTO 
 

 

 Each Load Serving Entity (“LSE”), as that term is used by the PJM RTO, is responsible for 
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complying with all RTO requirements.  Unless otherwise agreed, AEP shall have only such 

responsibilities to assist Customer in meeting its obligations to the RTO, as shall be required 

pursuant to the PJM Tariff and this Agreement.  AEP shall cooperate with PJM and Customer 

(or Customer designated Scheduling Agent) to the extent necessary and appropriate to insure 

that data is available to PJM for Customer’s hourly energy assignment, and peak load 

contributions for use in calculating transmission charges and generation capacity obligations as 

discussed below. AEP will also provide Customer the information provided to PJM annually 

under sections 4.1 and 4.2. Customer may also arrange to receive the information provided to 

PJM on a daily basis pursuant to section 4.3 and 4.4, as applicable, provided Customer and 

Company agree as to the terms and fees for such service. 

4.1 Network Service Peak Load (NSPL) Determinations 
 

 AEP shall provide to PJM each year in December, the Network Service Peak Load (NSPL) 

of each LSE within the AEP pricing one in the hour of the PJM peak load (1CP) for the twelve 

(12) consecutive months ending on October 31 of the year prior to the calendar year during 

which the NSPL will be used. The network service peak load ratio share shall be used by PJM as 

the transmission service billing determinant for transmission service charges and annual FTR 

allocations. If the basis of NSPL and FTR allocation determinations is changed by PJM, AEP shall 

cooperate with PJM and the Customer to the extent necessary and appropriate to make 

available such data as is needed. 
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4.2 Peak Load Contribution (PLC) 
 

 AEP shall provide to PJM the peak load contribution (PLC) of each LSE in the AEP pricing 

zone on a forecasted annual and on a day-ahead basis for the purpose of calculating the LSE’s 

capacity obligation to serve its load.  Each year PJM will inform AEP of the day and hour of the 

five highest PJM unrestricted daily peaks (5CP) for the twelve months ending October 31 of 

such year.  AEP will then determine each LSE’s contribution to the 5CP loads of the AEP 

control zone. This load ratio will be applied to the forecasted AEP control zone load, adjusted 

for weather normalization and forecasted load growth, to determine each LSE’s peak load 

contribution.  PJM will utilize this information in the development of each LSE’s capacity 

obligation.  If the basis used by PJM for PLC and relative determinations of customer load 

obligations is changed by PJM, AEP shall cooperate with PJM and the customer to the extent 

necessary and appropriate to make available such data as is needed. 

4.3 Hourly Energy Requirements 
 

 AEP will also provide to PJM each working day, via PJM’s eSchedule system, the initial 

hourly energy assignment (load plus losses) for each LSE in the AEP zone.  This data will 

generally be supplied by 5:00 PM eastern prevailing time (EPT) on Monday for the prior Friday, 

Saturday and Sunday and by 1:00 PM EPT Tuesday through Friday or the prior weekday.  PJM 

will use this data to calculate each LSE’s capacity obligation for each hour for the next day.  

Unless PJM has recognized a transfer of load obligation from or to the Customer (LSE) to or 

from another Customer (LSE), the capacity obligation will not change daily. Within two months 

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 332 of 829



of the end of each settlement month, AEP shall validate the LSE’s hourly load and submit the 

changes via the eSchedule system, as appropriate, for PJM to resettle the respective LSE’s 

account. 

 If the basis used by PJM to receive hourly energy assignments for the LSE, or to calculate 

each LSE’s capacity obligation for each hour for the next day, is changed by PJM, AEP shall 

cooperate with PJM and the Customer to the extent necessary and appropriate to make 

available such data as needed. 

4.4 Behind the Meter Generation 
 

 AEP shall cooperate with PJM and parties operating generators connected behind load 

metering, such that PJM will receive such generator output meter information it requires for 

the following two categories of generators behind the meter operating within the AEP Zone: 

4.4.1 Generators that do not participate in the PJM Markets 
 

 The generating party shall comply with the PJM generator data requirements for 

generators that do not participate in the PJM Markets. 

4.4.2 Generators that do participate in the PJM Markets 
 

The generating party shall comply with the PJM interconnected generator data 

requirements for the generators that participate in the PJM Markets. 
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4.5 Post Settlement of PJM Inadvertent Energy Allocation 
 

 PJM will dispatch generators for supplying inadvertent energy payback to the Eastern 

Interconnection and recover such costs from the PJM region-wide load.  The summation of 

hourly inadvertent energy (total monthly) charges assigned by PJM to the AEP control zone 

each month will be allocated to each LSE in the AEP control zone in proportion to the LSE’s 

NSPL or by such other method as the FERC approves. AEP will provide each customer the data 

necessary for the customer to verify the charges for Inadvertent Energy settlement that are 

passed through to the customer from the PJM invoice. 

4.6 LMP Node/Zone Aggregator 
 

 LSEs in PJM may choose to have PJM use the zonal average load weighted LMP used as 

the basis for energy delivery pricing or request a specific load bus aggregate prior to the annual 

FTR allocation processes.  It is the responsibility of the LSE to contact PJM in a timely manner 

if a specific load aggregation is desired.  PJM may in turn request AEP to work with the LSE to 

determine the appropriate configuration of the load bus aggregate.  AEP will cooperate with 

Customer in order to derive an LMP load bus aggregate, using existing transmission planning 

case studies to determine the percent of the load at each load bus that is served by the LSE. If 

AEP determines that existing studies are not sufficient and additional study development is 

needed to satisfy the Customer’s request, the Customer may be asked to execute a study 

agreement and reimburse AEP for the study-related costs.  The LSE may provide such data to 

PJM and, based on results from PJM, the LSE will choose whether to utilize the aggregate or the 
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AEP zonal weighted average LMP price. 

Article 5 General 

5.1 Billing, Payments, and Disputes 
 

 As a convenience, and so long as PJM offers such accommodations, monthly charges for 

Delivery Point power factor, distribution services, meter and related meter reading and data 

processing services as specified in Attachment 1 hereto will be included in the monthly 

transmission service invoice issued by RTO.  Customer shall pay the monthly delivery charges 

invoiced by the RTO in accordance with PJM Tariff and with respect to such charges customer 

shall be subject to AEP Tariff creditworthiness provisions.  If the Customer receives 

transmission service through an agreement with a third party that contracts with PJM, the 

charges for Delivery Services hereunder may be invoiced to the third party subject to PJM’s 

accommodations and applicable provision of the PJM Tariff or to the Customer, subject to 

applicable provision of the AEP Tariff. 

 AEP shall invoice the Customer and the Customer shall reimburse AEP for its costs 

associated with any facility construction, operation and maintenance or, repair provided under 

this Agreement in accordance with the AEP Tariff, Section 7 (“Billing and Payments”).  Any 

disputes as to such invoices shall be resolved pursuant to the provisions of the Dispute 

Resolution Procedures of the PJM Tariff. 

5.2 Taxes on Contributions in Aid of Construction 
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 When the Customer funds the construction of AEP-owned facilities pursuant to a 

contribution in-aid of construction (“CIAC”), the Customer also shall reimburse AEP for the tax 

effect of such CIAC (a “Tax Effect Recovery Factor” or “TERF”), where such payment is 

considered taxable income and subject to income tax under the Internal Revenue Service (IRS) 

and/or a state department of revenue (State) requirements.  The TERF shall be computed 

consistent with the methodology set forth in Ozark Gas Transmission Corp., 56 F.E.R.C  61,349 

as reflected in the following formula: TERF = (Current Tax Rate x (Gross Income Amount - 

Present Value of Tax Depreciation))/(1-Current Tax Rate).  The Present Value Depreciation 

Amount shall be computed by discounting AEP’s anticipated tax depreciation deductions with 

respect to the constructed property by AEP’s current weighted average cost of capital. If, based 

on current law, AEP determines such contribution by the Customer shall not be taxable, AEP 

will not charge a TERF; however, in the event that such contribution is later determined by the 

IRS or state tax authority to be taxable, the Customer shall reimburse AEP, the amount of the 

TERF, including any interest and penalty charged to AEP by the IRS and/or state.  Such 

reimbursement is due within thirty (30) calendar days of the date upon which AEP notifies the 

Customer of such determination. 

 At Customer's request and expense, AEP shall file with the IRS a request for a private 

letter ruling as to whether any CIAC paid, or to be paid, by Customer to AEP is subject to federal 

income taxation.  Customer will prepare the initial draft of the request for a private letter 

ruling, and will certify under penalties of perjury that all facts represented in such request are 

true and accurate to the best of Customer's knowledge.  AEP and Customer shall cooperate in 

good faith with respect to the submission of such request. AEP shall keep Customer fully 
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informed of the status of such request for a private letter ruling and shall execute either a 

privacy act waiver or a limited power of attorney, in a form acceptable to the IRS that 

authorizes Customer to participate in all discussions with the IRS regarding such request for a 

private letter ruling.  AEP shall allow Customer to attend all meetings with IRS officials about 

the request and shall permit Customer to prepare the initial drafts of any follow-up letters in 

connection with the request. 

 If customer shall have reimbursed AEP for the TERF, upon request by Customer and at 

Customer’s expense, AEP shall contest the taxability of such CIAC; provided, however, that AEP 

shall not be required to contest such taxability if AEP waives the payment by Customer of any 

amount that might otherwise be payable by Customer under this Agreement in respect of such 

determination. 

 

5.3 Indemnity: 
 

 To the extent permitted by law, each Party shall indemnify and save harmless the other 

Party and its directors, trustees, officers, employees, and agents from and against any loss, 

liability, cost, expenses, suits, actions, claims, and all other obligations arising out of injuries or 

death to persons or damage to property caused by or in any way attributable to the Delivery 

Point(s) and/or distribution facilities covered by this Agreement, except that a Party’s obligation 

to indemnify the other Party and its directors, trustees, officers, employees, and agents shall 

not apply to any liabilities arising solely from the other Party’s or its directors’, trustees’, 

officers’, employees’, or agents’ negligence, recklessness or intentional misconduct or that 
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portion of any liabilities that arise out of the other Party’s or its directors’, trustees’, officers’, 

employees’, or agents’ contributing negligent, reckless or intentional acts or omissions. 

5.4 Effective Date and Term of Agreement: 
 

 This Agreement shall become effective and shall become a binding obligation of the 

parties on the date on which the last of the following events shall have occurred (effective 

date): 

 (a) AEP and    each shall have caused this Agreement to be executed by 

their duly authorized representatives and each shall have furnished to the other satisfactory 

evidence thereof or   requested AEP to file an unexecuted service agreement within thirty 

(30) calendar days of Customer’s request for such a filing. 

 (b) This Agreement has been accepted for filing and made effective by order of the 

Commission under the Federal Power Act, in which case the effective date of this Agreement 

shall be as specified in the said Commission order.  However, if the Commission or any 

reviewing court, in such order or in any separate order, suspends this Agreement or any part 

thereof, institutes an investigation or proceeding under the provisions of the Federal Power Act 

with respect to the justness and reasonableness of the provisions of this Agreement or any 

other agreement referred to or contemplated by this Agreement, or imposes any conditions, 

limitations or qualifications under any of the provisions of the Federal Power Act which 

individually or in the aggregate are determined by AEP or       to be adverse to it, then 

AEP and      promptly renegotiate the terms of this Agreement in light of such 
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Commission or court action.  Each Party shall use its best efforts to take or cause to be taken 

all action requisite to the end that this Agreement shall become effective as provided herein at 

the earliest practicable date. 

 (c) The initial term of this Agreement shall continue for one year after the date the 

Agreement becomes effective. Thereafter, this Agreement shall automatically renew for 

successive terms of one year each unless either Party elects to terminate the Agreement by 

providing written notice of termination to the other Party at least ninety (90) calendar days 

prior to the start of any renewal term. 

5.5 Regulatory Authorities: 
 

 This Agreement is made subject to the jurisdiction of any governmental authority or 

authorities having jurisdiction in the premises.  Nothing contained in this Agreement shall be 

construed as affecting in any way the right of a Party, as the case may be, to unilaterally file 

with the Federal Energy Regulatory Commission an application for a change in rates, charges, 

classification, service or any rule, regulation or contract relating thereto under Section 205 or 

206 of the Federal Power Act and pursuant to the Commission’s Rules and Regulations 

promulgated thereunder. 

5.6 Assignment: 
 

 It is mutually understood and agreed that this Agreement contains the entire 

understanding between the Parties, that there are no oral, written, implied or other 

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 339 of 829



understandings or agreements with respect to the work covered hereunder. This Agreement 

shall be binding upon and inure to the benefit of the Parties hereto, as well as their respective 

successors and/or assigns.  However, neither Party shall assign, transfer or sublet any of the 

rights hereby granted without the prior written consent of the other Party. 

Article 6 Notices 

  6.1 
 

 Any notice given pursuant to this Agreement shall be in writing as follows: 

 

   

 If to the AEP:   American Electric Power Service Corporation 

     Director, Transmission & Interconnection Services 

     1 Riverside Plaza 

     Columbus, Ohio 43215-2373 

 

 

If to Customer  ________ ________________________ 

 

________________________ 

 

________________________ 

 

________________________ 
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  6.2 
 

 The above names and addresses of any Party may be changed at any time by notice to 

the other Party. 

  6.3 
 

 This Agreement shall inure to the benefit of and be binding upon the successors and 

assigns of the Parties.  This Agreement shall not be assigned by either Party without the 

written consent of the other, which consent shall not be unreasonable withheld. 

IN WITNESS WHEREOF, each of the Parties has caused this Agreement to be duly executed. 

 By:________________________________ 

 Title: ______________________________ 

 Date: ______________________________ 

 American Electric Power Service Corp. 

 By ________________________________ 

 Title: ______________________________ 

 Date: ______________________________ 

  Attachment 1 
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 List of AEP Power Delivery Points and Associated Charges 

  Attachment 2 
 

 One-line Diagrams of Delivery Points 

 Note: Drawings for new and/or updates to existing Delivery Points will be part of 

Attachment 2 in future FERC filings. 

  Attachment 3 

  Facilities, Operation, Maintenance and Repair Services 
 

 When AEP asserts an operational or system security necessity requiring that AEP 

provide operation and maintenance (“O&M”) and repair services for Customer-owned 

equipment at any Delivery Point, the customer shall have the right to request that AEP perform 

such services under the provisions herein below and on the cost of service basis reflected in the 

Formula Rate contained in Attachment 4.  When an existing O&M agreement between the 

Parties which also utilizes a Formula Rate expires or is terminated by mutual agreement or 

otherwise, unless otherwise agreed, the services provided by AEP under such agreement, if 

they continue, shall be brought under this Agreement. 

 Service pursuant to this Attachment 3 shall be based on terms and conditions described 

below: 

1. This Operation and Maintenance and Repair Agreement shall cover the delivery and/or 

switching facilities currently listed on Exhibit A, attached hereto and made a part hereof, 
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and any other delivery and/or switching facilities that are brought hereunder in 

accordance with the procedure hereinafter provided. 

2. Subject to the terms and conditions contained herein, AEP agrees to test, maintain and 

repair the facilities in Exhibit A so as to assure the satisfactory and reliable operation of 

said facilities, all in accordance with good industry standards and practice.  AEP further 

agrees to perform any additional testing, maintenance, repairs and/or replacements 

requested from time to time by Customer. 

3. AEP agrees to furnish all supervision, labor, tools conveyances and equipment necessary 

for carrying out the work covered for facilities described in Exhibit A and further agrees 

to furnish all materials required to do the work except those materials that Customer 

feels are in its best interests to furnish. 

4. All work shall be performed during the standard 40-hour work week, but, in the event 

that operating or emergency conditions warrant, overtime work can be authorized 

either in writing or verbally (in the case of emergency work) by Customer’s 

representative. 

5. AEP will render invoices to Customer, on forms acceptable, at suitable intervals to be 

mutually agreed upon by the parties. 

6. Customer agrees to promptly pay AEP the actual costs of any and all testing, 

maintenance, repairs and/or replacements performed pursuant to the terms and 

conditions of this Services Agreement, including the costs associated with labor, 
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materials, equipment, overheads, taxes and other services incurred by AEP in 

performing the work, when presented with satisfactory evidence of the cost of such 

work. 

7. The facilities covered in this Agreement may be extended or otherwise modified by 

attaching one or more numbered supplemental Facility Requests (attached herewith as 

Exhibit A No.1), which show the additional facilities or changed equipment to be 

thereafter covered by this Contract.  Such supplements shall be effective as of the date 

of final execution thereof and shall be attached to all executed copies of this 

Agreement. 

  Pro-forma Exhibit A 
 

FACILITY REQUEST(S) 

 

No._______________ 

 

        Date ______________ 

 

Customer (Customer Name) hereby applies to AEP for delivery and switching facility(s) 

described below and shown in the attached drawing(s) in Attachment 2.  In exchange for 

CUSTOMER’S promise to pay the actual cost of each facility listed below, CUSTOMER requests 

AEP to construct, install, operate, test, repair and/or maintain the facility(s) to be located in the 

following circuits of AEP’s transmission system: 
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CUSTOMER understands and agrees that said facilities are to be constructed, installed, owned, 

operated, tested and/or maintained in the manner and under the conditions set forth in the 

attached agreement, which was entered into by CUSTOMER and AEP on 

___________________, 20__. 

 

IN WITNESS WHEREOF, each of the Parties has caused this Service and Repair Agreement to be 

duly executed 

 CUSTOMER NAME 

 By:  __________________________________________ 

 Title: __________________________________________ 

 Date:  __________________________________________ 
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 AMERICAN ELECTRIC POWER SERVICE CORPORATION 

 As Agent for the AEP Operating Companies 

 By:  ________________________________________ 

 Title: Director, Transmission and Interconnection Services 

 Date:  _________________________________________ 

  Attachment 4 
 

AMERICAN ELECTRIC POWER 

FORMULA RATE FOR FACILITY CONSTRUCTION 

OPERATION AND MAINTENANCE 

General 

 

The formula rate contained in this document applies when construction, operation and/or 

maintenance activities are performed for non-AEP Parties, under circumstances precluding the 

charging of a profit margin.  The American Electric Power Companies  (AEP) will recover costs 

for such operation and maintenance activities through bills which reflect the cost AEP has 

incurred in six categories, namely: 1) materials, 2) labor, 3) equipment, 4) outside services, 5) 

engineering and administration, and 6) taxes. 

 AEP charges its costs for construction, operation and maintenance activities on behalf of 

others to special work orders which accumulate the costs to be billed.  As a result of these 
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accounting procedures, the charges billed to non-AEP Parties are not reflected in AEP's 

transmission, operation, maintenance, or plant accounts. 

 However, the costs which AEP incurs and bills in such cases are the kinds of costs which 

would be assignable to the following FERC Uniform System of Accounts if they were incurred in 

connection with AEP's owned property: 

Operation and Maintenance - Transmission Operation and Maintenance Expenses 

 560 - Operation Supervision and Engineering 

 562 - Station Expenses 

 563 - Overhead Line Expenses 

 566 - Miscellaneous Transmission Expenses 

 568 - Maintenance Supervision and Engineering 

 569 - Maintenance of Structures 

 570 - Maintenance of Station Equipment 

 571 - Maintenance of Overhead Lines 

 

Construction - Transmission Plant Costs 

 352 - Structures and Improvements 

 353 - Station Equipment 

 397 - Communications Equipment 

 108 - Accumulated Provision for Depreciation 

 

All Activities - Administrative, General and Other Expenses 

 920 - Administrative and General Salaries 
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 408 - Taxes Other Than Income Taxes 

 

The charges billed for maintenance in each of the previously identified six categories are 

discussed in order below. 

1 Materials 
 

 Materials charges are made in four sub-categories:  1) direct material costs (DM), 

which may be delivered direct from vendors to the job site (VDM) or issued from company 

stores (SDM), 2) purchasing expenses (PE), 3) stores expenses (SE), and 4) exempt minor 

materials (EM).  The latter three costs are charged using material loading rates. 

 Direct material costs are vendor invoiced charges for items, other than exempt minor 

materials, which are used for Generating Company maintenance.  Purchasing expenses are 

material overhead costs incurred in selecting and ordering materials. Stores expenses are the 

costs of performing the stores function.  Exempt minor materials are low cost expendable 

materials, supplies, and hand tools used in Transmission and Distribution construction, 

maintenance, or operations. 

 Material items which are delivered direct from the vendor to the job site (VDM) are 

charged at cost, plus a purchasing loading rate (plr) of 1%, up to a maximum of $150 per 

invoice.  Materials issued from company storerooms for individual work orders (SDM) are 

charged at cost, plus a combined stores/purchasing loading rate (slr) and an exempt minor 

materials loading rate (mlr). 
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 Projected annual stores and exempt minor materials costs are divided by projected 

annual costs of stores issued materials (SDM + EM) to determine projected stores and exempt 

minor materials loading rates.  The rates are reviewed monthly and adjusted as required in 

order to clear current year stores expense and exempt minor materials costs to the accounts 

charged with the materials issued. 

 In symbolic format, the charges for materials are calculated as follows: 

 M = DM + [VDM x (plr), up to $150/bill] + SDM x (1 + (mlr)) x (slr) 

2 Labor 
 

 Labor is charged to Generating Company maintenance work orders in three parts - 

direct labor (DL), fringe labor costs (FL), and miscellaneous out-of-pocket employee expenses 

(ME).  Direct labor charges reflect the actual work hours (whr) and basic hourly rates of pay 

(hrp) for the personnel that are directly involved; i.e., DL = (whr) x (hrp).  Fringe labor costs for 

vacation, holiday, sick leave, and other paid time away, plus payroll taxes, insurance, workers' 

compensation, pension, and savings plan expenses are recovered through labor loading rates 

(llr) which are developed by dividing fringe labor costs by earned payroll.  The labor loading 

rates are reviewed monthly and adjusted, as needed, to clear fringe labor costs yearly. 

 In symbolic format, the charges for labor are calculated as follows: 

 L = DL + FL + ME = DL x (1 + llr) + ME 
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3 Equipment 
 

 Equipment (E), primarily vehicles, used in the performance of maintenance are charged 

based on actual hours of usage (aeu) and hourly equipment cost rates (ecr). Cost of purchasing, 

leasing, and operating equipment, by equipment class, are collected in clearing accounts and 

divided by total hours of usage by class to develop the equipment cost rates.  Equipment cost 

rates are reviewed quarterly and adjusted, as needed, to clear the cost of equipment. 

 In symbolic format, equipment charges are calculated as follows: 

 E = (aeu) x (ecr) 

4 Outside Services 
 

 The actual amount of invoices received from vendors for restorative and other 

maintenance services (S) performed by third parties for AEP on behalf of the Generating 

Company are charged in maintenance billings by AEP. 

5 Engineering and Administration 
 

 Engineering and administrative overhead loading rates are used to allocate engineering, 

supervision, and administrative overhead costs not assigned to specific project work orders.  

AEP uses separate loading rates for AEP Service Corporation engineering (SCEt&d) and 

operating company construction overhead costs (CCO).  A complete description of the costs 

recovered through the loading rates is provided in Note 1 to page 218 of each AEP Company's 
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FERC Form-1 Report.  A copy of that note is included as the last page in this Appendix G. 

 As the description of Construction Overhead Procedure shows, the CCO and SCEt&d 

loading rates (cclr and sclrt&d, respectively) are derived in the normal course of business for 

the purpose of capturing the portions of AEP Service Corporation engineering and operating 

company construction overhead costs which are incurred in connection with transmission and 

distribution (T&D) plan construction.  The cclr and sclrt&d are reviewed monthly and updated, 

as needed, to clear the respective engineering and administrative overhead costs yearly. 

 In symbolic format, the engineering and administration overhead costs (O) are 

calculated as follows: 

 O = CCO + SCEt&d 

 Where CCO  = (M + L + E + S) x cclr 

 and SCEt&d  = (M + L + E + S + CCO) x  sclrt&d 

6 Taxes 
 

The total taxes charged to the Generating Company will be the sum of receipts and 

other taxes incurred. 

  i.e.: T = RT + OT 

 Summary of Charges 

The total Operation and Maintenance (O&M) charges under this Agreement in symbolic 
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form are: 

  O&M = M + L + E + S + O + T 

Where M, L, E, S, O, and T are calculated as explained in Sections 1 through 6 above, 

respectively. 

FERC FORM 1 12/31/95 < Page 218 >. 

General Description of' Construction overhead Procedure: 

1A. Engineering and Supervision (American Electric Power Service Corporation ) 

(a) Overheads “Engineering, Technical and Drafting Services” are engineering 

services performed by the Engineering Department of American Electric Power 

Service Corporation (AEPSC). 

(b) In accordance with provisions of a service agreement between American Electric 

Power Service Corporation (AEPSC) and the respondent, approved by the 

Securities and Exchange Commission February 19, 1981, salaries, expenses and 

overheads of AEPSC personnel directly relating to construction activities are 

collected by means of a work order system and billed to the respondent as: 

(1) Identifiable costs, generally relating to major construction projects, for 

which timekeeping and other specific cost identification is economically 

feasible, and 

(2) Non-identifiable costs, generally relating to numerous small construction 
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projects, for which timekeeping and other specific cost identification are 

not economically feasible. 

(c) Charges billed by AEPSC as (b)(1) above are charged directly by respondent to 

the applicable specific construction projects.  Charges billed by AEPSC as (b)(2) 

above are allocated to all applicable construction projects proportionate to the 

direct costs charged to such projects. 

(d) A uniform rate is applied to all subject construction expenditures. 

(e) See (d) above. 

(f) See (c) above. 

1B. Company Construction Overheads in its own Operating Division, Engineering 

Department and System Office Departments 

(a) Charges representing cost of Company's Engineering Supervision and related 

drafting and technical work. 

(b) On basis of time and work studies. 

(c) Spread to accounts in proportion to dollar value on construction for those 

classes of construction accounts to which these overheads are considered to be 

applicable. 

(d) For each class of overheads the same percentage is used for all types of 

construction. 
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(e) Not applicable.  See (d) above. 

(f) Shown on page 217. 

1C. Company Construction Overheads in Administrative and General Departments 

(a) Proportion of Administrative and General Expenses representing salaries and 

expenses of General Office and Managerial employees applicable to 

construction. 

(b)  Partly on basis of time and work studies. 

(c) Spread to accounts in proportion to dollar value of construction for those classes 

of construction accounts to which these overheads are considered to be 

applicable. 

(d) For each class of overheads the same percentage is used for all types of 

construction. 

(e) Not applicable.  See (d) above. 

(f) See note (c) above 
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Sheet No. 1 

RATE SCHEDULE No. 301 

BRIDGE AGREEMENT 

among 

APPALACHIAN POWER COMPANY, 

INDIANA MICHIGAN POWER COMPANY, 

KENTUCKY POWER COMPANY, 

OHIO POWER COMPANY,  

AEP GENERATION RESOURCES INC. 

and  

AMERICAN ELECTRIC POWER SERVICE CORPORATION 

as Agent 

Tariff Submitter: Appalachian Power Company 
FERC Program Name:  FERC FPA Electric Tariff 
Tariff Title:  APCo Rate Schedules and Service Agreements Tariffs 
Tariff Proposed Effective Date:  01/01/2014 
Tariff Record Title:  Bridge Agreement 
Option Code: A 
Record Content Description:  Rate Schedule No. 301 
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Sheet No. 2 

BRIDGE AGREEMENT 

 THIS AGREEMENT is made and entered into as of this 1st day of January, 2014, by 

and among Appalachian Power Company (“APCo”), Indiana Michigan Power Company 

(“I&M”), Kentucky Power Company (“KPCo”), Ohio Power Company (“OPCo” and, 

collectively with APCo, I&M and KPCo, the “Operating Companies”), AEP Generation 

Resources Inc. (“AEP Generation Resources”)  and American Electric Power Service 

Corporation ("Agent" and, collectively with APCo, I&M, KPCo, OPCo and AEP Generation 

Resources, the “Parties”). 

RECITALS: 

WHEREAS, the Operating Companies are each wholly-owned subsidiaries of American 

Electric Power Company, Inc. (“AEP”) and members of the Interconnection Agreement (“Pool 

Agreement”), which has been in effect since 1951; 

WHEREAS, each member of the Pool Agreement has provided notice to the other 

members (and to the Agent) that it will terminate its participation in the Pool Agreement in 

accordance with the termination provisions thereof; 

WHEREAS, pursuant to the Pool Agreement, the Operating Companies have made joint 

wholesale purchases and sales of physical power (at market based rates), and of financial power, 

for the purpose of hedging the output of the Operating Companies’ generation assets, some of 

which will not expire until after the Pool Agreement terminates (“Legacy Hedge Contracts”); 

WHEREAS, in addition to the Legacy Hedge Contracts, the Operating Companies have 

made other joint wholesale purchases and sales of physical power (at market based rates), and of 

financial power and related commodities, pursuant to the Pool Agreement under joint purchase 

and sale contracts, some of which will also not expire until after the Pool Agreement terminates 

(collectively the “Legacy Trading Contracts”); 

WHEREAS, the Operating Companies desire to jointly share in the gains and losses 

resulting from the settlement and liquidation in the market of the Legacy Hedge Contracts and 

Legacy Trading Contracts (collectively, the “Legacy Off-System Sales Portfolio”); 

WHEREAS, the Operating Companies have previously elected to fulfill their capacity 

obligations to PJM pursuant to the Fixed Resource Requirement (“FRR”) alternative under the 
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Sheet No. 3  

PJM Reliability Assurance Agreement through and including Planning Year 2014/2015 (the 

“Operating Companies’ FRR Obligation”) and desire to continue to fulfill those obligations;  

WHEREAS, the Public Utilities Commission of Ohio in a Finding and Order issued 

October 17, 2012 in Case No. 12-1126-EL-UNC has authorized OPCo to conduct an internal 

corporate reorganization under which its generation and power marketing businesses will be 

separated from its transmission and distribution businesses consistent with Ohio restructuring 

law and OPCo’s structural corporate separation plan; 

 WHEREAS,  for the benefit of the Operating Companies, this Agreement commits the 

retained capacity resources of AEP Generation Resources, which it acquired from OPCo as a 

result of corporate separation and pursuant to the Asset Contribution Agreement, to fulfilling the 

Operating Companies’ FRR Obligation through and including Planning Year 2014/2015; and 

WHEREAS, pursuant to OPCo’s corporate separation plan and the terms of the Asset 

Contribution Agreement between OPCo and AEP Generation Resources, AEP Generation 

Resources will succeed to all of OPCo’s right, title and interest in and to its generation and 

power marketing business (excepting the limited generation assets specifically retained by 

OPCo) and to all associated liabilities, including all of OPCo’s allocations of (1) gains and losses 

from the Legacy Off-System Sales Portfolio, (2) the Operating Companies’ FRR Obligations, (3) 

FRR Charges and Credits, and (4) all costs and liabilities associated with the foregoing, from 

which AEP Generation Resources will indemnify, defend and hold harmless OPCo pursuant to 

the terms of the Asset Contribution Agreement. 

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

agreements herein set forth, the Parties mutually agree as follows: 

ARTICLE I 

 DEFINITIONS 

 1.1 Capacity Resources means, in respect of any Planning Year, the megawatts of 

net capacity from the Operating Companies and AEP Generation Resources eligible to satisfy the 

Operating Companies’ FRR Obligation. 

 1.2 Capacity Requirement means, in respect of any Planning Year, the megawatts of 

net capacity from the Operating Companies and AEP Generation Resources required to satisfy 

the Operating Companies’ FRR Obligation. 

 1.3 Commission means the Federal Energy Regulatory Commission. 
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 1.4 Final MLR means, for each member of the Pool Agreement, the arithmetic 

average of the member’s MLR for each of the twelve full calendar months preceding the 

termination of the Pool Agreement. 

 1.5 FRR Charges and Credits means all PJM charges and credits arising from or 

relating to the Operating Companies’ FRR Obligation, including but not limited to capacity 

auction revenues and cost of compliance with the Operating Companies’ FRR Obligations under 

the PJM Reliability Assurance Agreement. 

 1.6 Member Demand means Member Load Obligation determined on a clock-hour 

integrated kilowatt basis, as set forth in Section 5.4 of the Pool Agreement. 

 1.7 Member Load Obligation means an Operating Company’s internal load plus any 

firm power sales to un-affiliated and affiliated companies other than the Operating Companies, 

principally characterized by the Operating Company assuming the load obligation as its own 

firm power commitment and by the Operating Company retaining advantages accruing from 

meeting the load, as set forth in Section 5.2 of the Pool Agreement.   

 1.8 Member Load Ratio or MLR means the ratio of a particular Operating 

Company’s Member Maximum Demand in effect for a calendar month to the sum of all of the 

Operating Companies’ Member Maximum Demands in effect for such month, as set forth in 

Section 5.6 of the Pool Agreement. 

 1.9 Member Maximum Demand means the Member Maximum Demand in effect 

for a calendar month for a particular Operating Company, which shall be equal to the maximum 

Member Demand experienced by said Operating Company during the twelve consecutive 

calendar months next preceding such calendar month, as set forth in Section 5.5 of the Pool 

Agreement.   

 1.10 Operating Committee means the administrative body established pursuant to 

Article IV for the purposes therein specified. 

 1.11 PJM means PJM Interconnection, LLC, a regional transmission organization 

approved by the Commission. 

 1.12 Planning Year means each period of June 1 through May 31 of the following 

year during the term of this Agreement, in whole or in part, which period constitutes a planning 

year as defined by PJM. 
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ARTICLE II 

TERM OF AGREEMENT 

2.1 Term.  Subject to Commission approval or acceptance for filing, this Agreement 

shall take effect upon the effective date of the corporate separation of OPCo’s generation and 

power marketing businesses from its transmission and distribution businesses and shall continue in 

full force and effect until the later of the settlement of the Legacy Off-System Sales Portfolio or 

the end of the Operating Companies’ FRR Obligation under this Agreement, provided, however, 

that the Parties’ obligations under Article V will only apply to the period starting on the effective 

date of this Agreement and ending May 31, 2015.  The Agent will provide notice to the Operating 

Companies and AEP Generation Resources of the end of the term of this Agreement. 

ARTICLE III 

AGENT 

3.1 Delegation and Acceptance of Authority.  The Operating Companies and AEP 

Generation Resources hereby delegate to the Agent and the Agent hereby accepts responsibility 

and authority for the duties specified in this Agreement.  Except as herein expressly established 

otherwise, the Agent shall perform each of those duties in consultation with the Operating 

Committee. 

 3.2 Reporting.  The Agent shall provide periodic summary reports of its activities 

under this Agreement to the Parties and shall keep the Parties and the Operating Committee 

informed of situations or problems that may materially affect the outcome of these activities.  

Furthermore, the Agent agrees to report to the Parties and to the Operating Committee in such 

additional detail as is requested regarding specific issues or projects under its supervision as 

Agent.  The Agent will carry out its responsibilities under this paragraph in accordance with the 

regulations of the Commission. 

ARTICLE IV 

OPERATING COMMITTEE 

 4.1 Operating Committee.  By written notice to the other Parties, each Party shall 

name one representative (“Representative”) to act for it in matters pertaining to this Agreement 

and its implementation.  A Party may change its Representative at any time by written notice to 

the other Parties.  The Representatives of the respective Parties shall comprise the Operating 

Committee.  The Agent’s Representative shall act as the chairman of the Operating Committee 
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(“Chairman”).  All decisions of the Operating Committee shall be by a simple majority vote of 

the Representatives. 

 4.2 Subcommittees.  The Chairman, or any other Representative, subject to a 

majority of the Operating Committee concurring, may create a subcommittee or working group 

of the Operating Committee (“Subcommittee”).  Membership in a Subcommittee will be 

determined by the Operating Committee.  Subcommittees shall perform the duties assigned to 

them and shall report to the Operating Committee on all matters referred to them.  Actions of a 

Subcommittee shall be reported in the form of proposals or recommendations to the Operating 

Committee and shall have no force or binding effect except by action of the Operating 

Committee. 

 4.3 Meeting Dates.  The Operating Committee and each Subcommittee thereof shall 

hold meetings at such times, means, and places as the members shall determine.  Minutes of each 

Operating Committee and Subcommittee meeting shall be prepared and maintained. 

 4.4 Information for Use of the Agent.  The Parties shall cooperate in providing to 

the Agent the information it reasonably requests and shall supplement or correct any such 

information on a timely basis. 

ARTICLE V 

FRR OBLIGATION 

 5.1 Annual Capacity Resource Planning.  Prior to each Planning Year, the Agent 

will analyze the impacts on the Operating Companies’ FRR Obligation of projected and realized 

changes to Capacity Resources and Capacity Requirements and prepare a recommended 

Capacity Resource plan for the Operating Companies’ FRR Obligation.  The plan will describe 

whether additional Capacity Resources should be made available to the market and whether 

additional Capacity Resources should be procured for the applicable Planning Year.  The portion 

of the Capacity Resource plan that applies to the Capacity Resources of the Operating 

Companies is subject to their unanimous written approval in consultation with the Agent.  The 

portion of the Capacity Resource plan that applies to the Capacity Resources of AEP Generation 

Resources is subject to its written approval in consultation with the Agent.  The Agent will have 

no duty to provide to AEP Generation Resources any portion of the Capacity Resource plan that 

applies to the Capacity Resources of the Operating Companies.  If a Capacity Resource plan 

submitted by the Agent is rejected by the Operating Companies or by AEP Generation 
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Resources, then the Agent will revise and resubmit the plan in accordance with the foregoing 

procedures until the plan is accepted by both the Operating Companies and AEP Generation 

Resources. 

 5.2 Capacity Resource Plan Implementation. During each Planning Year, the 

Agent will collect Capacity Resource information from the Operating Companies and AEP 

Generation Resources and may alter the combination of Capacity Resources in the plan based on 

that information to maintain the Operating Companies’ compliance with the PJM Reliability 

Assurance Agreement and to minimize compliance charges to the extent reasonably practicable.  

The Agent will implement the Capacity Resource plan for the Operating Companies’ FRR 

Obligation, and any plan adjustments, with PJM.  During each Planning Year, the Operating 

Companies and AEP Generation Resources will each perform testing of their Capacity Resources 

in accordance with the PJM Reliability Assurance Agreement and in consultation with the Agent. 

 5.3 Allocation of Capacity-Related Charges and Credits.  The Agent will allocate 

PJM charges and credits associated with (1) Capacity Resource purchases and sales (excepting 

only those purchases and sales related to the generation assets specifically retained by OPCo) 

and (2) FRR Charges and Credits, among APCo, KPCo, I&M and AEP Generation Resources, as 

successor to the FRR obligations of OPCo, based on the Final MLR. 

 5.4 Other Agreements.  The fulfillment of the Operating Companies’ FRR 

Obligation, including the allocation of any associated charges and credits, for the Planning Years 

covered by this Article V, shall be governed by this Agreement and not by the Power 

Coordination Agreement among APCo, KPCo, I&M and the Agent.     

ARTICLE VI 

LEGACY CONTRACTS 

 6.1 Legacy Trading Portfolio.  The Agent will settle and liquidate the Legacy 

Trading Portfolio in the market in accordance with the terms of the Legacy Trading Contracts 

and Legacy Hedge Contracts.   

 6.1.1 Legacy Trading Contracts.  The Agent shall allocate gains and losses 

arising from the settlement and liquidation of the Legacy Trading Contracts in the market 

among APCo, KPCo, I&M and AEP Generation Resources, as successor to the 

generation-related obligations of OPCo, based on the Final MLR.  The Agent may, from 

time to time, enter into new transactions on behalf of the Operating Companies that are 
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dedicated to the portfolio of Legacy Trading Contracts with the intent of reducing the 

tenor and/or risk of that portfolio, and those additional transactions will also be deemed 

Legacy Trading Contracts, provided that the Agent will not enter into any such 

transaction whose term extends beyond the final delivery month of the portfolio of 

Legacy Trading Contracts on the effective date of this Agreement.   

6.1.2 Legacy Hedge Contracts.  The Agent shall allocate gains and losses 

arising from the settlement and liquidation of the Legacy Hedge Contracts in the market 

to (1) APCo, KPCo and I&M collectively (the “Integrated AEP-East Utilities”) and (2) 

AEP Generation Resources, as successor to the generation-related obligations of OPCo, 

in a ratable manner based on the respective forecasted spot market energy sales of the 

Integrated AEP-East Utilities, collectively, and AEP Generation Resources, determined 

as of the effective date of this Agreement.  The forecasted spot market energy sales for 

the Integrated AEP-East Utilities, collectively, and AEP Generation Resources will be 

calculated in monthly increments based on the forecasted output of their owned or 

contracted generation minus forecasted internal load.  The forecasted internal load for the 

Integrated AEP-East Utilities is defined as the forecasted amount of megawatt-hours 

associated with their retail and firm wholesale loads in the aggregate, using the most 

recent forecast available as of the effective date of this Agreement.  The forecasted 

internal load for AEP Generation Resources is defined as the forecasted amount of 

megawatt-hours to be provided by AEP Generation Resources to OPCo, under the Ohio 

Power Supply Agreement between those parties, and to any non-Parties, under other firm 

wholesale contracts, if any, determined as of the effective date of this Agreement.  The 

monthly forecasts will be calculated through and including the final delivery month of the 

portfolio of Legacy Hedge Contracts.  Any allocation of gains and losses to the Integrated 

AEP-East Utilities will be shared among APCo, KPCo and I&M in a ratable manner 

based on their forecasted spot market energy sales.  If the forecasted internal load of 

either the Integrated AEP-East Utilities or AEP Generation Resources exceeds the 

forecasted output of their respective owned or controlled generation for a given month, 

then the Integrated AEP-East Utilities or AEP Generation Resources, as applicable, will 

not receive any allocation of gains or losses for that month, unless both are in this 

position in which case gains or losses will be allocated ratably among APCo, KPCo, I&M 
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and AEP Generation Resources in proportion to the forecasted output of their owned or 

contracted generation. 

6.2 Legacy Trading Contracts Administration.  The Agent will administer the 

scheduling, billing, settlement and liquidation in the market of the Legacy Off-System Sales 

Portfolio, and will provide such information, reports and position data to each Party as is 

requested regarding the Party’s allocation of the Legacy Off-System Sales Portfolio.  Any gains 

and losses arising from the liquidation of the Legacy Off-System Sales Portfolio shall be 

governed and allocated by this Agreement and not by the Power Coordination Agreement among 

APCo, KPCo, I&M and the Agent. 

ARTICLE VII 

BILLING PROCEDURES 

7.1 Records.  The Agent will maintain the records necessary to determine the 

allocation of all gains, losses, charges and credits under this Agreement.  Such records shall be 

made available to the Operating Companies and to AEP Generation Resources upon request for a 

period not to exceed three (3) years. 

7.2 Monthly Statements.  As promptly as practicable after the end of each calendar 

month, the Agent shall prepare a statement setting forth the monthly summary of all gains, 

losses, charges and credits allocated or assigned to the Parties in sufficient detail as may be 

needed for settlements under the provisions of this Agreement.  As required, the Agent may 

provide such statements on an estimated basis and then adjust those statements for actual results. 

7.3 Billings and Payments.  The Agent shall handle all billing between the Parties 

and non-Parties regarding the Legacy Contract Portfolio and the Operating Companies’ FRR 

Obligation.  Payments by the Operating Companies and AEP Generation Resources shall be 

made by remittance of the net amount billed to the applicable Party or by making appropriate 

accounting entries on the books of the Parties.  The entire amount shall be paid when due.   

7.4 Taxes.  Should any federal, state, or local tax, surcharge or similar assessment, in 

addition to those that may now exist, be levied upon the services to be provided in connection 

with this Agreement, or upon the provider of service as measured by the services or the revenue 

therefrom, such additional amount shall be included in the billing described in this Article VII. 

7.5 Billing Errors.  If the Agent or any other Party discovers a billing error 

pertaining to a prior billing for reasons including, but not limited to, billing omissions or missing 
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or erroneous data or calculations (including those caused by meter, computer or human error), a 

corrective adjustment will be calculated by the Agent.  Except as the Operating Committee may 

authorize in the exercise of reasonable discretion, the correction adjustment shall not be applied 

to any period earlier than the beginning of the first full billing month preceding the discovery of 

the error, nor will interest accrue on such adjustment. The corrective adjustment will be applied 

as soon as practicable to the next subsequent regular monthly bill.  Any overpaid amount 

attributed to such billing errors shall be returned by the owing Party upon determination of the 

correct amount with no interest. 

7.6 Billing Disputes.  The Parties shall have the right to dispute the accuracy of any 

bill or payment for a period not to exceed one month from the date on which the bill was initially 

delivered.  Following this one month period, the right to dispute a bill is permanently waived for 

any and all reasons including but not limited to, (a) errors, (b) omissions, (c) Agent’s actions, and 

(d) the Operating Committee’s decisions, Agreement interpretations and direction in the 

administration of the Agreement.  Any amounts collected or reimbursed due to such disputes 

shall exclude interest.  

ARTICLE VIII 

FORCE MAJEURE 

8.1 Events Excusing Performance.  No Party shall be liable to another Party for or 

on account of any loss, damage, injury, or expense resulting from or arising out of a delay or 

failure to perform, either in whole or in part, any of the agreements, covenants, or obligations 

made by or imposed upon the Parties by this Agreement, by reason of or through strike, work 

stoppage of labor, failure of contractors or suppliers of materials (including fuel, consumables or 

other goods and services), failure of equipment, environmental restrictions, riot, fire, flood, ice, 

invasion, civil war, commotion, insurrection, military or usurped power, order of any court or 

regulatory agency granted in any bona fide legal proceedings or action, or of any civil or military 

authority either de facto or de jure, explosion, Act of God or the public enemies, or any other 

cause reasonably beyond its control and not attributable to its neglect.  A Party experiencing such 

a delay or failure to perform shall use due diligence to remove the cause or causes thereof; 

however, no Party shall be required to add to, modify or upgrade any facilities, or to settle a 

strike or labor dispute except when, according to its own best judgment, such action is advisable. 
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ARTICLE IX 

GENERAL 

9.1 No Third Party Beneficiaries.  This Agreement does not create rights of any 

character whatsoever in favor of any person, corporation, association, entity or customer, other 

than the Parties, and the obligations herein assumed by the Parties are solely for the use and 

benefit of the Parties.  Nothing in this Agreement shall be construed as permitting or vesting, or 

attempting to permit or vest, in any person, corporation, association, entity or customer, other 

than the Parties, any rights hereunder or in any of the resources or facilities owned or controlled 

by the Parties or the use thereof. 

9.2 Waivers.  Any waiver at any time by a Party of its rights with respect to a default 

under this Agreement, or with respect to any other matter arising in connection with this 

Agreement, shall not be deemed a waiver with respect to any subsequent default or matter.  Any 

delay, short of the statutory period of limitation, in asserting or enforcing any right under this 

Agreement, shall not be deemed a waiver of such right, except as otherwise set forth herein. 

9.3 Successors and Assigns.  This Agreement shall inure to the benefit of and be 

binding upon the Parties only, and their respective successors and assigns, and shall not be 

assignable by any Party without the written consent of the other Parties except to a successor in 

the operation of its properties by reason of a reorganization, to comply with state or federal 

restructuring requirements, or a merger, consolidation, sale or foreclosure whereby substantially 

all such properties are acquired by or merged with those of such a successor. 

9.4 Liability and Indemnification.  SUBJECT TO ANY APPLICABLE STATE OR 

FEDERAL LAW THAT MAY SPECIFICALLY RESTRICT LIMITATIONS ON LIABILITY, 

EACH PARTY SHALL RELEASE, INDEMNIFY, AND HOLD HARMLESS THE OTHER 

PARTIES, THEIR DIRECTORS, OFFICERS AND EMPLOYEES FROM AND AGAINST 

ANY AND ALL LIABILITY FOR LOSS, DAMAGE OR EXPENSE ALLEGED TO ARISE 

FROM, OR BE INCIDENTAL TO, INJURY TO PERSONS AND/OR DAMAGE TO 

PROPERTY IN CONNECTION WITH ITS FACILITIES OR THE PRODUCTION OR 

TRANSMISSION OF ELECTRIC ENERGY BY OR THROUGH SUCH FACILITIES, OR 

RELATED TO PERFORMANCE OR NON-PERFORMANCE OF THIS AGREEMENT, 

INCLUDING ANY NEGLIGENCE ARISING HEREUNDER.  IN NO EVENT SHALL ANY 

PARTY BE LIABLE TO ANOTHER PARTY FOR ANY INDIRECT, SPECIAL, 
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INCIDENTAL, OR CONSEQUENTIAL DAMAGES WITH RESPECT TO ANY CLAIM 

ARISING OUT OF THIS AGREEMENT.   

9.5 Notice.  Any notice or demand for performance required or permitted under any 

of the provisions of this Agreement shall be deemed to have been given on the date such notice, 

in writing, is delivered by hand or deposited in the U.S. mail, postage prepaid, addressed to the 

Parties at their principal place of business at 1 Riverside Plaza, Columbus, Ohio 43215, or in 

such other form or to such other address as the Parties may stipulate. 

9.6 Interpretation.  In this Agreement: (a) unless otherwise specified, references to 

any Article or Section are references to such Article or Section of this Agreement; (b) the 

singular includes the plural and the plural includes the singular; (c) unless otherwise specified, 

each reference to a requirement of any governmental entity or regional transmission organization 

includes all provisions amending, modifying, supplementing or replacing such governmental 

entity or regional transmission organization from time to time; (d) the words “including,” 

“includes” and “include” shall be deemed to be followed by the words “without limitation”; (e) 

unless otherwise specified, each reference to any agreement includes all amendments, 

modifications, supplements, and restatements made to such agreement from time to time which 

are not prohibited by this Agreement; (f)  the descriptive headings of the various Articles and 

Sections of this Agreement have been inserted for convenience of reference only and shall in no 

way modify or restrict the terms and provisions thereof; and (g) “herein,” “hereof,” “hereto” and 

“hereunder” and similar terms refer to this Agreement as a whole. 

ARTICLE X 

REGULATORY APPROVAL 

10.1 Regulatory Authorization.  This Agreement is subject to and conditioned upon 

its approval or acceptance for filing without material condition or modification by the 

Commission.  In the event that this Agreement is not so approved or accepted for filing in its 

entirety without modification, or the Commission subsequently modifies this Agreement upon 

complaint or upon its own initiative, any Party may, irrespective of the notice provisions in 

Section 2.1, withdraw from this Agreement by giving thirty (30) days’ advance written notice to 

the other Parties. 

10.2 Changes.  It is contemplated by the Parties that it may be appropriate from time 

to time to change, amend, modify, or supplement this Agreement to reflect changes in operating 
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practices, PJM procedures or for other reasons.  Any such changes to this Agreement shall be in 

writing executed by the Parties and subject to approval or acceptance for filing by the 

Commission.  It is the intent of the Parties that, to the maximum extent permitted by law, the 

provisions of this Agreement shall not be subject to change under Sections 205 and 206 absent 

the written agreement of the Parties, and that the standard of review for changes unilaterally 

proposed by a Party, a non-Party or the Commission, acting sua sponte or at the request of a non-

Party, shall be the public interest standard of review set forth in United Gas Pipe Line Co. v. 

Mobile Gas Service Corp., 350 U.S. 332 (1956), Federal Power Commission v. Sierra Pacific 

Power Co., 350 U.S. 348 (1956), Morgan Stanley Capital Group, Inc. v. Public Utility District 

No. 1 of Snohomish County, 128 S.Ct. 2733 (2008), and NRG Power Marketing, LLC v. Maine 

Public Utilities Commission, 130 S.Ct. 693 (2010).   
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AFFILIATED TRANSACTIONS AGREEMENT 

FOR SHARING MATERIALS, EQUIPMENT, SUPPLIES, AND CAPITALIZED SPARE 
PARTS 

This Affiliated Transactions Agreement (the “Agreement”) is made and entered 
into effective as of the 13 day of May, 2021, by and among (a) Appalachian Power Company, a 
Virginia corporation; Wheeling Power Company, a West Virginia corporation; Indiana 
Michigan Power Company, an Indiana corporation; Kentucky Power Company, a Kentucky 
corporation; Kingsport Power Company, a Virginia corporation; Ohio Power Company, an 
Ohio corporation (collectively referred to as “AEP East Companies”); (b) Public Service 
Company of Oklahoma; Southwestern Electric Power Company; and AEP Oklahoma 
Transmission Company, Inc. (collectively referred to as “AEP West Companies”); and (c) 
American Electric Power Service Corporation (“AEPSC”) as agent for the AEP West 
Companies and the AEP East Companies. 

WITNESSETH: 

 WHEREAS, the AEP East Companies and the AEP West Companies (collectively, the 
“AEP Companies”) are affiliate companies in the American Electric Power Company system; 

and 

WHEREAS, the AEP Companies have determined that significant operational and 
cost efficiencies can be achieved by the loaning, rental, sharing, or sale of various materials, 
equipment, supplies, and capitalized spare parts that can be used in the construction, operation, or 
maintenance of electric or utility facilities among the AEP Companies (any quantity, or number, 
or combination of such an “Asset” or “Assets” as the context dictates); and  

WHEREAS, in order to obtain such operational efficiencies, the AEP Companies desire 
from time to time to loan, rent, share, or sell the Assets among themselves; and 

WHEREAS, this Agreement would enable the AEP Companies to benefit from lower costs 
for their respective electric and utility facilities by maintaining a smaller inventory of Assets; and 

WHEREAS, in the event that one of the AEP Companies suffers a failure of 
or unanticipated shortage of Assets, this Agreement would give such AEP Company 
access to replacement Assets much quicker than if it were required to run a competitive bidding 
process for such Assets or if it were required to obtain such Assets in the marketplace; and 

WHEREAS, through their participation in this Agreement, each of the AEP Companies 
would benefit from substantial savings and the enhanced reliability of their respective electric 
or utility facilities; and 

WHEREAS, since the mid-1980’s, the AEP East Companies have participated in a 
program for sharing capitalized spare parts, materials, equipment, and supplies 
(including transmission, distribution and generation assets) among the individual AEP East 
Companies; and 

WHEREAS, the AEP Companies desire to share the Assets among the individual AEP 
West Companies and between the individual AEP East Companies and the AEP West 
Companies in the same manner and for the same purpose as the existing program for sharing 
capitalized spare parts, materials, equipment, and supplies among the individual AEP East 
Companies; and 
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WHEREAS, for the reasons set forth above, this Agreement is in the public interest; 

NOW, THEREFORE, in consideration of the premises and the mutual covenants, 
agreements and representations set forth herein, the Parties intending to be legally bound hereby 
agree as follows: 

ARTICLE 1 

A. This Agreement applies to transactions among the AEP Companies (each
individual AEP Company may be referred to individually as a “Party” or collectively, as the 
“Parties”), except this Agreement does not apply to transactions that are otherwise covered by the 
existing sharing agreements (i) among only the AEP East Companies and (ii) between individual 
AEP Companies, which shall remain in full force and effect. 

B. Upon request by a Party (the “Receiving Party”) that requires Assets that another
Party (the “Delivering Party”) holds in inventory and has no immediate need of, the Delivering 
Party agrees to make available, loan, rent, share, or sell such Assets to the Receiving Party under 
the terms and conditions set forth in this Agreement (the “Program”). 

C. An asset that is replaced by an Asset will be repaired and refurbished, if possible
and economically feasible, by the Receiving Party at its sole cost and expense as soon as practical, 
and such asset shall become an Asset of the Receiving Party.  The Parties agree to provide and pay 
for services related to the Central Machine Shop under the same terms as those provided in the 
Central Machine Shop Agreement approved by the Virginia State Corporation Commission, as 
reflected in the Central Machine Shop Agreement dated January 1, 1979, including the Assignment 
of the CMS Agreement approved in Case No. PUE-2013-00103, and subsequent Commission-
approved modifications or renewals of that agreement. 

D. Each Party hereby grants to each other Party the right of ingress and egress to and
from its facilities, equipment, and real property, both above and below ground, and such other 
rights of access and use as are reasonably necessary for each Party to perform its obligations and 
enjoy its rights under this Agreement, and to store and access Assets.   

ARTICLE 2 

A. Costs related to Assets shared, rented, loaned, sold, or transferred hereunder shall
be at book value, net of accumulated depreciation. Costs shall include all fully allocated costs of 
making the Assets available, including any shipping and delivery costs. 

B. The facilities and real property licensed hereunder shall be licensed in conformity
with the applicable law of the state where the facilities or real property are located. Each Party 
obtaining licensing rights herein to access and use such facilities and real property shall pay the 
Party granting the license hereunder its fully distributed costs without markup, including all direct 
and indirect costs which reasonably can be identified and related to the use of such facilities or 
real property. As soon as practicable, but not less than quarterly, the Parties shall mutually agree 
to an accounting of all costs to be reimbursed under this section.    
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ARTICLE 3 

A. Unless otherwise disclosed by the Delivering Party, the Delivering Party represents
and warrants that, at the time of transfer, the Assets shall be capable of performing their intended 
function.  If the Assets are not capable of performing their intended function and if any applicable 
manufacturer’s warranty does not cover the defect, the Delivering Party shall at its election (i) 
repair or replace the affected Assets at its sole expense or (ii) refund the Receiving Party’s 
payments and reacquire the Assets.   

B. Except as expressly provided herein, each Receiving Party acknowledges that the
Delivering Party has not made any representation, warranty or covenant with respect to 
merchantability, condition, quality, or durability of the Assets, or any other representation, 
warranty or covenant of any kind or character, expressed or implied, with respect to the Assets.   

C. In no event shall a Party be liable to any other Party for any special, indirect,
incidental, punitive, or consequential damages that may arise from its participation in the Program. 

ARTICLE 4 

Costs allocated to a Receiving Party hereunder shall be billed by the Delivering Party 
within 30 days of the end of each month.  All amounts billed under this Agreement shall be paid 
by the Receiving Party within 15 days after receipt of the invoice. 

ARTICLE 5 

A Party may withdraw from this Agreement upon not less than 180 days written notice to 
the other Parties provided, however, that this Agreement shall continue in effect after such 
withdrawal with respect to those Parties that have not withdrawn.  A Party may withdraw from 
this Agreement immediately with written notice if its performance hereunder conflicts with any 
applicable rule, regulation or order of a governmental entity having authority over such Party. 

ARTICLE 6 

A. This Agreement shall not be effective with regard to Wheeling Power Company
until any required approvals from the Public Service Commission of West Virginia are obtained. 
Wheeling Power Company shall provide a copy of such approving order to AEPSC. This provision 
shall not affect the obligations of any other Party hereto. 

B. This Agreement shall not be effective with regard to Appalachian Power Company
(“APCo”) until any required approvals from the Virginia State Corporation Commission and the 
Public Service Commission of West Virginia are obtained.  This provision shall not affect the 
obligations of any other Party hereto.  APCo shall provide a copy of such approving orders to 
AEPSC.   

C. To the extent any transactions under this Agreement would not satisfy the
asymmetric pricing requirements applicable to affiliate transactions under Kentucky law, this 
Agreement shall not be effective with regard to Kentucky Power Company (“Kentucky Power”) 
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until Kentucky Power obtains approval of a deviation from affiliate transaction requirements for 
its participation in this Agreement, to the extent such approval is required as to specific 
transactions. Kentucky Power shall provide a copy of any approving order to AEPSC. This 
provision shall not affect any transactions between Kentucky Power and any other AEP Company 
that satisfy the asymmetric pricing requirements applicable to affiliate transactions under 
Kentucky law. This provision shall not affect the obligations of any other Party hereto. 

ARTICLE 7 

Other than the limitations described in Article 6 as to required approvals, this Agreement 
shall be effective with regard to covered transactions between or among any of the Parties, 
regardless of whether any of the other AEP Companies is or is not, at any given time, a Party to 
this Agreement. 

IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed as 
of May 13, 2021. 

Appalachian Power Company  

Name: 

Title: 

Indiana Michigan Power Company 

Name: 

Title: 

Kentucky Power Company  

Name: 

Title: 

Kingsport Power Company 

Name: 

Title: 

Ohio Power Company 

Name: 

Title: 

Wheeling Power Company  

Name: 

Title: 

Public Service Company of Oklahoma 

Name: 

Title: 

Southwestern Electric Power Company 

Name: 

Title: 

Executive Vice President Generation Executive Vice President Generation 

Executive Vice President Generation Executive Vice President Generation 

Executive Vice President Generation Executive Vice President Generation 

Executive Vice President Generation Executive Vice President Generation 

Paulchodde- PaChodok⇒

Panchodates podhodde.is

Pa⑥odde⇒ Panlchodek -

Paecenddems Paoletta
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AEP Oklahoma Transmission Company, 
Inc. 

Name: 

Title: 

American Electric Power Service 
Corporation, as agent for AEP 
Companies  

Name: 

Title: Executive Vice President Generation

Senior Vice President Transmission Field Services 

Panchodelle
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AEP Oklahoma Transmission Company, 
Inc, 

.lf;z!i_ Name�

Title: Senior Vice President Transmjssion field Senices

American Electric Power Service 
Corporation, as agent for AEP 
Companies 

Name: 
-------------

Title: Executive Vice President Generation

AEP CONFIDENTIAL 
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  American Electric Power 
 1051 E Cary Street, Suite 1100 
 Richmond, Virginia 23219 
 AEP.com 

May 25, 2021 
 
 
By Electronic Filing 
 
The Honorable Bernard J. Logan, Clerk 
State Corporation Commission 
Document Control Center 
1300 East Main Street, First Floor 
Richmond, Virginia 23219 
 
Re: Application of Appalachian Power Company 

for approval of an affiliate agreement 
pursuant to Chapter 4 of Title 56 of the Code of Virginia 
Case No. PUR-2021-00024 

 
Dear Mr. Logan: 
 
Enclosed for filing in the above-referenced case is the executed Agreement that 
was approved by the Commission’s March 23, 2021 Order Granting Approval. 
 
Sincerely, 
 
 
 
Noelle J. Coates 
 
Enclosure 
cc: William H. Chambliss, Esq. 
 Kiva Bland Pierce, Esq. 
 C. Meade Browder, Jr., Esq. 
 James G. Ritter, Esq. 

Noelle J. Coates 

Senior Counsel - Regulatory 

Services 

(804) 698-5541 (P) 

(804) 698-5526 (F) 

njcoates@aep.com 

Legal Department 

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 396 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 397 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 398 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 399 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 400 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 401 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 402 of 829



Exhibit A 

AFFILIATED TRA SACTIO S AGREEME T 
FOR SHARING TRANSMISSION ASSETS 

This Affiliated Transactions Agreement (the "Agreement") is made and entered into 
effective as of the 13 day of  May, 2021, by and among (a) AEP Ohio Transmission Company, Inc., 
an Ohio corporation; AEP West Virginia Transmission Company, Inc. a West Virginia 
corporation; AEP Appalachian Transmission Company, Inc., a Virginia corporation, AEP 
Indiana Michigan Transmission Company, Inc., an Indiana corporation; and AEP Kentucky 
Transmission Company, lnc., a Kentucky corporation; (collectively referred to as 'AEP 
Transcos"); (b) Appalachian Power Company, a Virginia corporation; Wheeling Power Company, 
a West Virginia corporation; Indiana Michigan Power Company, an Indiana corporation; 
Kentucky Power Company, a Kentucky corporation; Kingsport Power Company, a Virginia 
corporation; Ohio Power Company, an Ohio corporation; (collectively referred to as AEP Operating 
Companies"); and (c) American Electric Power Service Corporation(' AEPSC") as agent for the AEP 
Transcos and AEP Operating Companies. 

WITNESS ETH: 
WHEREAS, the AEP Operating Companies and the AEP Transcos (collectively, the "AEPi East 

Companies") are affiliate companies in the American Electric Power Company system; and 
WHEREAS, the AEP East Companies have determined that significant operational and cos 

efficiencies can be achieved by the loaning, rental, sharing, or sale of various materials equipment 
supplies, and capitalized spare parts that can be used in the construction, operation, or maintenance of electric transmission facilities among the AEP East Companies (any quantity, or number, 01 

,
combination of such a "Transmission Asset" or "Transmission Assets' as the context dictates); and 

WHEREAS, in order to obtain such operational efficiencies, the AEP East Companies! desire 
from time to time to loan, rent, share, or selJ the Transmission Assets among themselves; and 

WHEREAS, this Agreement would enable the AEP East Companies to benefit from lowe 
costs for their respective electric transmission facilities by maintaining a smaller inventory of 
Transmission Assets; and 

WHEREAS, in the event that one of the AEP East Companies suffers a failure of or 
unanticipated shortage of Transmission Assets, this Agreement would give such AEP East 
Company access to replacement Transmission Assets much quicker than if it were required to run ai 
competitive bidding process for such Transmission Assets or if it were required to obtain suchj Transmission Assets in the marketplace; and 

IWHEREAS, through their participation in this Agreement, each of the AEP Easti
Companies would benefit from substantial savings and the enhanced reliability of their respective 
electric transmission facilities; and 

WHEREAS, since the mid-1980's, the AEP Operating Companies have participated in 
program for sharing capitalized spare parts, materials equipment, and supplies (includin° 
transmission, distribution and generation assets) among the individual AEP Operating Companies; 
and 
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IN WITNESS WHEREOf-, the Parties have caused this J\greeme11t to be executed as of 

May 13,2021. 

AEP Appalachian Transmission Company, 
Inc. 

Name: 

Title: St:nior Vice Pn:sidcnt l'r.i1i;missio11 Fidd Services

AEP Indiana Michigan Transmission.-r---
Comp:y4 -cTm 

Name: � ___!_'"'.,_..;r;.. __

Title: Senior Vice President Transmission Field Services

AEP Kentucky.Transmissio. n 

A
@t 

Inc. 4 1 
Name:��• 

Title: 
Senior Vice President Transmission Field Ser\"iccs 

AEP Ohio 

Title: 
Senior Vice President Transmission Field Services 

Title: Senior Vice President Transmission Field Services

s 

Title: Senior Vice President Transmission Fidd Sen ices

Indiana Mic �Com� 

Name=�--,,.----- ., / � 

Title. 
Senior Vice President Transmission Field Services 

Name: 

Title: Senior Vi�e President Transmission Field Ser\"ices

Title: Senior Vice President Transmission Field Services

T. I 
Senior Vice President Transmission Field Sen ices 

It e: __________ _ 

Whcding Pm,C��ny 

Name: � Jlf � 1111
-·...,,, 

T. I Senior Vice President Transmission Field Ser\"ices
It e: ____________ _ 
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APPALACHIAN POWER COMPANY 
 

RATE SCHEDULE No. 304 
 

REACTIVE SUPPLY AND VOLTAGE CONTROL FROM 
GENERATION SOURCES SERVICE  

 
 

The AEP East Companies (Appalachian Power Company, Indiana Michigan Power 
Company, Kentucky Power Company, and Wheeling Power Company) provide Reactive 
Supply and Voltage from Generation Sources Service (“Reactive Supply Service”) from 
various generating facilities to the PJM Interconnection, LLC (“PJM”) system. This Rate 
Schedule sets forth the AEP East Companies’ revenue requirements for the provision of 
Reactive Supply Service to PJM from those facilities, as contemplated by Schedule 2 of 
the PJM open access transmission tariff. This Rate Schedule shall be effective upon the 
date authorized by the Federal Energy Regulatory Commission.  
 
REACTIVE SUPPLY SERVICE REVENUE REQUIREMENT  
 

UNIT NAME 
REACTIVE REVENUE 

REQUIREMENT 
Amos 1 $747,726  
Amos 2 $747,726  
Amos 3  $1,192,575  
Clinch River 1 $304,769  
Clinch River 2 $304,769  
Mountaineer $1,192,575  
Cook 1 $1,056,281  
Cook 2 $1,328,869  
Rockport 1  $1,192,575  
Rockport 2  $1,192,575  
Big Sandy 1 $329,378  
Mitchell 1 $747,726  
Mitchell 2 $747,726  
Ceredo $1,457,832  
Dresden $3,800,000  

  Total Annual Revenue Requirement  $16,343,102.00  
Total Monthly Revenue Requirement  $1,361,925.17  
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AEP Operating Companies 
FERC Electric Tariff 

For Market-Based Sales 
Tariff 

Tariff Submitter: Appalachian Power Company 
FERC Tariff Program Name: FERC FPA Electric Tariff 
Tariff Title: MBR AEP Operating Companies 
Tariff Record Proposed Effective Date: March 1, 2019 
Tariff Record Title: Market-Based Rates Tariff 
Option Code: A 
Record Content Description: MBR 
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Availability 
 
 Appalachian Power Company, Indiana Michigan Power Company, Kentucky Power 
Company, Kingsport Power Company and Wheeling Power Company (collectively, the “AEP 
Operating Companies” or “Sellers”) may sell energy and/or capacity from time to time at rates, 
terms and conditions established by agreement of the Parties.  All such transactions shall be 
voluntary.  The AEP Operating Companies also may sell to purchasers the ancillary services 
listed in this Section 1: 
 
 a. RTO/ISO Specific 
 
 PJM:   Sellers offer regulation and frequency response service, energy imbalance 
service, and operating reserve service (which includes spinning, 10-minute, and 30-minute 
reserves) for sale into the market administered by PJM Interconnection, L.L.C. (“PJM”) and, 
where the PJM Open Access Transmission permits, the self-supply of these services to 
purchasers for a bilateral sale that is used to satisfy the ancillary services requirements of the 
PJM Office of Interconnection. 
 
 New York:   Sellers offer regulation and frequency response service, and operating 
reserve service (which include 10-minute non-synchronous, 30-minute operating reserves, 
10-minute spinning reserves, and 10-minute non-spinning reserves) for sale to purchasers in the 
market administered by the New York Independent System Operator, Inc. 
 
 New England:  Sellers offer regulation and frequency response service (automatic 
generator control), operating reserve service (which includes 10-minute spinning reserve, 
10-minute non-spinning reserve, and 30-minute operating reserve service) to purchasers within 
the markets administered by the ISO New England, Inc. 
 
 California:  Sellers offer regulation service, spinning reserve service, and non-spinning 
reserve service to the California Independent System Operator Corporation (“CAISO”) and to 
others that are self-supplying ancillary services to the CAISO. 
 
  MISO:  Sellers offer regulation service and operating reserve service (which include 
10-minute spinning reserve and 10-minute supplemental reserve) for sale to the Midcontinent 
Independent System Operator, Inc. (MISO) and to others that are self-supplying ancillary 
services to MISO. 

   
 Southwest Power Pool: Sellers offer regulation service and operating reserve service 
(which include 10-minute spinning reserve and 10-minute supplemental reserve) for sale to the 
Southwest Power Pool, Inc. (SPP) and to others that are self-supplying ancillary services to SPP. 
  

b. Ancillary Services - Third Party Provider 
 

Third-party ancillary services: Sellers offer Regulation Service, Reactive Supply and 
Voltage Control Service, Energy and Generator Imbalance Service, Operating Reserve-Spinning, 
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Operating Reserve Supplemental, and Primary Frequency Response Service. Sales will not 
include the following: (1) sales to an RTO or an ISO, i.e., where that entity has no ability to 
self-supply ancillary services but instead depends on third parties; and (2) sales to a traditional, 
franchised public utility affiliated with the third-party supplier, or sales where the underlying 
transmission service is on the system of the public utility affiliated with the third-party supplier. 
Sales of Operating Reserve-Spinning and Operating Reserve-Supplemental will not include sales 
to a public utility that is purchasing ancillary services to satisfy its own open access transmission 
tariff requirements to offer ancillary services to its own customers, except where the Commission 
has granted authorization. Sales of Regulation Service and Reactive Supply and Voltage Control 
Service will not include sales to a public utility that is purchasing ancillary services to satisfy its 
own open access transmission tariff requirements to offer ancillary services to its own customers, 
except at rates not to exceed the buying public utility transmission provider’s OATT rate for the 
same service or where the Commission has granted authorization. 
 

Rates, Terms and Conditions 
 
 All sales made under this Tariff shall be at rates, terms, and conditions established by 
agreement between the purchaser and Sellers. 
 

Duration 
 
 This Tariff shall continue in effect until terminated or changed and such termination or 
change becomes effective in accordance with any applicable regulatory requirements. 
 

Modifications 
 
 Sellers may unilaterally apply, under Federal Power Act Section 205 and the regulations 
promulgated thereunder, to the Commission or other regulatory agency having jurisdiction for a 
modification of this Tariff. 
 

Effective Date 
 
 This Tariff is effective upon the date authorized by the Commission. 
 

Limitations/Exemptions Regarding Market-Based Rate Authority 
 
 a. Limitations 
 
 None. 
 

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 435 of 829



 b. Exemptions 
 
 In American Electric Power Service Corp., 145 FERC ¶ 61,268 (2013), the Commission 
granted Sellers their request for waiver of the following market-based rate affiliate restrictions:  
(1) the separation of functions requirement in section 35.39(c)(2) to permit certain shared 
employees to continue to provide outage planning and resource allocation functions to AEP 
Generation Resources; (2) the asymmetrical pricing rule in section 35.39(e) in order for Sellers 
and AEP Generation Resources to participate in a capital spare parts and machine shop sharing 
arrangement; and (3) with respect to the Phillip Sporn Plant: (a) the affiliate restriction in section 
35.39(d) to permit the sharing of information related to the operation of the plant; and (b) the 
separation of functions requirements in section 35.39(c)(2) to permit the sharing of employees 
engaged in fuel procurement. 
 
 In American Electric Power Service Corp., 145 FERC ¶ 61,269 (2013), in connection 
with the Mitchell Power Generation Facility (“Mitchell Plant”), the Commission granted the 
waiver of the following market-based rate affiliate restrictions to Kentucky Power Company and 
AEP Generation Resources:  (1) the affiliate restrictions in section 35.39(d) to permit the 
sharing of information related to the operation of the Mitchell Plant; (2) the asymmetrical pricing 
rule in section 35.39(e) for the O&M services provided by Kentucky Power Company to AEP 
Generation Resources, and (3) the separation of functions requirement in section 35.39(c)(2) to 
permit the sharing of employees engaged in fuel procurement. 
 

The Commission has waived the Separation of Functions requirement of the affiliate 
restrictions codified at 18 C.F.R. § 35.39(c)(2) to allow AEP Energy Partners, Inc. to transfer to 
American Electric Power Service Corporation the real time dispatch functions for the Racine 
hydroelectric power plant that is owned by AEP Generation Resources Inc.  American Electric 
Power Service Corporation, 167 FERC ¶ 61,066 (2019). 

Compliance with Commission Regulations 
 
 Sellers shall comply with the provisions of 18 CFR Part 35, Subpart H, as applicable, and 
with any conditions the Commission imposes in its orders concerning Sellers’ market-based rate 
authority, including orders in which the Commission authorizes Sellers to engage in affiliate 
sales under this Tariff or otherwise restricts or limits the Sellers’ market-based rate authority.  
Failure to comply with the applicable provisions of 18 CFR Part 35, Subpart H, and with any 
orders of the Commission concerning Sellers’ market-based rate authority, will constitute a 
violation of this Tariff. 

Seller Category 
 

Sellers are Category 2 sellers, as defined by in the Northeast and Southwest Power Pool 
Regions, and Category 1 Sellers in the Central, Southeast, Southwest, and Northwest Regions, as 
defined in 18 C.F.R. § 35.36(a). 
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APPALACHIAN POWER COMPANY, 
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Tariff Submitter: Appalachian Power Company 

FERC Program Name:  FERC FPA Electric Tariff 

Tariff Title:  APCo Rate Schedules and Service Agreements Tariffs 
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POWER COORDINATION AGREEMENT 

THIS AGREEMENT is made and entered into as of this __ day of __________, 

2015, by and among Appalachian Power Company (“APCo”), Indiana Michigan Power 

Company (“I&M”), Kentucky Power Company (“KPCo”), Wheeling Power Company 

(“WPCo”) and American Electric Power Service Corporation (“AEPSC”) as agent (“Agent”) to 

APCo, I&M.  KPCo and WPCo.   

RECITALS: 

 WHEREAS, APCo, I&M, KPCo and WPCo (collectively the “Operating Companies” or 

individually “Operating Company”) own and operate electric generation, transmission and 

distribution facilities with which they are engaged in the business of generating, transmitting and 

selling electric power to the general public and to other electric utilities; 

 WHEREAS, the Operating Companies' electric facilities are now and have been for 

many years interconnected through their respective transmission facilities and transmission 

facilities of third parties at a number of points; 

 WHEREAS, APCo, I&M, KPCo and WPCo provide power to serve retail and wholesale 

customers in Indiana, Kentucky, Michigan, Tennessee, Virginia and West Virginia; 

 WHEREAS, APCo, I&M, KPCo and WPCo believe that they can continue to achieve 

efficiencies and economic benefits through (a) participation in the organized power markets of a 

regional transmission organization and (b) allocation of off-system sales and purchases with 

other parties on bases that fairly assign or allocate the costs and benefits of these transactions;  

 WHEREAS, the achievement of the foregoing will be facilitated by the performance of 

certain services by an Agent; 
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 WHEREAS, AEPSC is the service company affiliate of APCo, I&M,  KPCo and WPCo 

and as such performs a variety of services on their behalf in accordance with applicable rules and 

regulations of the Federal Energy Regulatory Commission (“Commission”); and 

 WHEREAS, AEPSC is willing to serve as Agent to APCo, I&M, KPCo and WPCo 

under this Agreement.  

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

agreements herein set forth, the Parties mutually agree as follows: 

ARTICLE I 

DEFINITIONS 

 1.1 Agreement means this Power Coordination Agreement among APCo, I&M, 

KPCo, WPCo and Agent, including all Service Schedules and attachments hereto. 

 1.2 Capacity Auction means auctions implemented pursuant to a Capacity Market, 

and may include, but is not necessarily limited to, the Base Residual Auction and other 

incremental auctions conducted in accordance with the PJM Interconnection, LLC (“PJM”) 

Reliability Pricing Model market rules. 

 1.3 Capacity Market means any market of an applicable regional transmission 

organization under which the Operating Companies satisfy their capacity obligations as load 

serving entities, which would include, for example, the PJM capacity market as described in the 

PJM Reliability Assurance Agreement (“RAA”) and Attachment DD of the PJM Open Access 

Transmission Tariff (“PJM OATT”). 

 1.4 Dedicated Wholesale Customer means a wholesale customer whose load is 

served by an Operating Company that has undertaken, by contract, an obligation to serve that 

customer's partial or full requirements load and to acquire power supply resources and other 

resources necessary to meet those requirements. 
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1.5 Generation Hedge Transactions means Off-System Transactions entered into 

for the purpose of hedging the output of the generation assets of one or more of the Operating 

Companies.  

1.6 Industry Standards means all applicable national and regional electric reliability 

council and regional transmission organization principles, guides, criteria, standards and 

practices. 

 1.7 Internal Load means all sales of power, plus associated line losses, by an 

Operating Company to its Retail Customers and Dedicated Wholesale Customers.  As 

distinguished from Off-System Sales, Internal Load is principally characterized by the Operating 

Company assuming the load obligation as its own power commitment. 

 1.8 Off-System Sales means all wholesale power sales by an Operating Company 

other than sales to the Retail Customers and Dedicated Wholesale Customers that comprise the 

Operating Company’s Internal Load.  Sales of wholesale power by an Operating Company to 

another Operating Company are not governed by this Agreement, and will not be deemed Off-

System Sales under this Agreement. 

 1.9 Off-System Purchases means wholesale power purchases by an Operating 

Company or Operating Companies for any of the following reasons:  (a) to reduce power supply 

costs, (b) to serve load requirements, (c) to provide reliability of supply, (d) to satisfy state 

specific requirements or goals or (e) to engage in Off-System Sales.  Purchases of wholesale 

power by an Operating Company from another Operating Company are not governed by this 

Agreement, and will not be deemed Off-System Purchases under this Agreement. 

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 467 of 829



 Sheet No. 5 

  

 

 1.10 Off-System Transactions means Off-System Sales, Off-System Purchases and 

any other types of power-related wholesale transactions, whether physical or financial, on behalf 

of an Operating Company or Operating Companies, excluding sales to Internal Load customers.  

 1.11 Operating Committee means the administrative body established pursuant to 

Article VI for the purposes specified within this Agreement. 

 1.12 Party means each of APCo, I&M, KPCo, WPCo and Agent, individually, and 

Parties means APCo, I&M, KPCo, WPCo and Agent, collectively. 

 1.13 Retail Customer means a retail power customer on whose behalf an Operating 

Company has undertaken an obligation to obtain power supply resources in order to supply 

electricity to reliably meet the electric needs of that customer. 

 1.14 Service Schedules means the Service Schedules attached to this Agreement, as 

they may be amended from time to time, and those that later may be agreed to by the Parties and 

made part of a modified Agreement. 

 1.15 Spot Market means the day ahead, real time (balancing) or similar short-term 

energy market(s) operated by the applicable regional transmission organization(s), typically 

characterized by energy that is selected and delivered on an hourly, or more frequent, basis 

during that same day or the next calendar day. 

 1.16 System Emergency means a condition which, if not promptly corrected, threatens 

to cause imminent harm to persons or property, including the equipment of a Party or a Third 

Party, or threatens the reliability of electric service provided by an Operating Company to Retail 

Customers or Dedicated Wholesale Customers. 

 1.17 Third Party or Third Parties means any entity or entities that are not a Party or 

Parties.  
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 1.18 Trading Transactions means Off-System Transactions that are not Generation 

Hedge Transactions or otherwise sourced or hedged from, dedicated to, or associated with the 

generation assets or Internal Load of the Operating Companies. 

ARTICLE II 

TERM OF AGREEMENT 

 

2.1 Term and Withdrawal.  Subject to Commission approval or acceptance for 

filing, this Agreement shall take effect on June 1, 2015, or such other date permitted by the 

Commission, and shall continue in full force and effect until (a) terminated by mutual agreement 

or (b) upon no less than twelve (12) months’ written notice by one Party to each of the other 

Parties, after which time the notifying Party will be withdrawn from the Agreement and the 

Agreement will continue in full force and effect for the remaining Parties except for such 

modifications necessary to remove the withdrawn Party.   

 

ARTICLE III  

[INTENTIONALLY OMITTED] 

 

 

ARTICLE IV 

SCOPE AND RELATIONSHIP TO OTHER AGREEMENTS 

AND SERVICES 

4.1 Scope.  This Agreement is not intended to preclude the Parties from entering into 

other arrangements between or among themselves or with Third Parties.  This Agreement is 

intended to operate in addition to, not in lieu of, power market transactions and settlements that 

occur between each Operating Company, or the Operating Companies collectively, and any 

applicable regional transmission organizations.   

4.2 Transmission.  This Agreement is intended to apply to the coordination of the 

power supply resources of, and loads served by, the Operating Companies.  It is not intended to 
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apply to the coordination of transmission facilities owned or operated by the Operating 

Companies.   

ARTICLE V 

AGENT 

 

5.1 Agent.  The Agent will perform the activities and duties specified by this 

Agreement and any other activities or duties pertaining to this Agreement that may be requested 

from time to time by one or more Operating Companies, subject to the receipt of any necessary 

regulatory approvals.  The Operating Companies delegate to AEPSC, as the Agent, and AEPSC 

hereby accepts responsibility and authority for the duties specified in this Agreement and shall 

perform each of those duties under the direction of the Operating Companies.  With the prior 

written consent of the Operating Companies, AEPSC may delegate all or a part of its 

responsibilities under this Agreement to another entity. 

ARTICLE VI 

COMPOSITION AND DUTIES OF 

THE OPERATING COMMITTEE 

 

6.1 Operating Committee.  By written notice to the other Parties, each Party shall 

name one representative (“Representative”) to act for it in matters pertaining to this Agreement 

and its implementation.  A Party may change its Representative at any time by written notice to 

the other Parties.  The Representatives of the respective Parties shall comprise the Operating 

Committee.  The Agent’s Representative shall act as the chairman of the Operating Committee 

(“Chairman”).  All decisions of the Operating Committee shall be by a simple majority vote of 

the Representatives.  There shall be only five voting representatives on the Operating 

Committee.  No Party may delegate its vote to another entity.    
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6.2 Meeting Dates.  The Operating Committee shall hold meetings at such times, 

means, and places as the members shall determine.  Minutes of each Operating Committee 

meeting shall be prepared and maintained. 

6.3 Duties.  The Operating Committee shall have the duties listed below:   

(a) reviewing and providing direction concerning the equitable sharing of costs and 

benefits under this Agreement among the Operating Companies;  

(b) administering this Agreement and proposing amendments hereto, including such 

amendments that are proposed in response to a change in regulatory requirements 

applicable to one or more of the Operating Companies or changes concerning an 

applicable regional transmission organization, provided that any amendments will 

be subject to Section 13.2; and 

(c) reviewing and, if necessary, proposing changes to the duties and responsibilities 

of the Agent, subject to Section 5.1. 

  In the event that an action of the Operating Committee results in a change to the 

settlement process(es) among the Operating Companies, such modified settlement will normally 

occur on a prospective basis only, however, this may include past billing periods back to the 

beginning of the first full billing month preceding the date of action of the Operating Committee.  

Such modifications will be subject to the terms of Article IX as applicable. 

ARTICLE VII 

OPERATING COMPANY PLANNING AND OPERATIONS 

 

7.1 Operating Company and System Planning.  Each Operating Company will be 

individually responsible for its own capacity planning.  Consistent with the requirements of PJM 

or the applicable regional transmission or reliability organization, each Operating Company will 

be responsible for maintaining an adequate level of power supply resources to meet its own 
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Internal Load requirements for capacity and energy, including any required reserve margins, and 

shall bear all of the resulting costs.  The Agent shall assess the adequacy of the power supply 

resources of the Operating Companies and make recommendations to each Operating Company 

regarding (1) the need for additional power supply resources and (2) whether each Operating 

Company has power supply resources in excess of its needs (short-term or long-term) that could 

be made available to the other Operating Companies or Third Parties either through separate 

contracts or through the power markets of the applicable regional transmission organization. The 

actual addition or disposition of power supply resources will be conditioned on compliance with 

all applicable state and other regulatory requirements and requirements of the applicable regional 

transmission organization.   

7.2 Generation Resource Outage Planning.  The Agent, on behalf of the Operating 

Companies, will coordinate the scheduling of planned generation resource outages in order to 

support reliability and manage costs.    

7.3 Generation Resource Dispatch.  The generation resources of each of the 

Operating Companies will be individually dispatched by the Agent in accordance with the 

direction of the applicable regional transmission organization.  

7.4 Regional Transmission Organization Transactions.  The Agent will administer 

the participation of the Operating Companies in the power markets of the applicable regional 

transmission organization.  Each Operating Company shall be individually responsible for 

charges it incurs and credits it receives due to its participation in the power markets of a regional 

transmission organization.  Such costs and revenues will be assigned or allocated directly by the 

applicable regional transmission organization or its agent where practical.  The Operating 

Companies may collectively participate from time to time in specific markets of the regional 
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transmission organization or to meet certain regional transmission or reliability organization 

requirements, in which case the allocation of resulting revenues and/or costs, if any, will be 

performed as specified herein.  The election of whether each Operating Company’s load and 

generation resources will participate in the Capacity Market of PJM through the Reliability 

Pricing Model auctions or through the Fixed Resource Requirement alternative, either 

collectively or individually, for any planning year is not governed by this Agreement. 

7.5 Off System Transactions. The Agent will engage in Off-System Transactions on 

behalf of or at the direction of the Operating Companies and will assign or allocate the costs and 

revenues of Off-System Transactions to the Operating Companies in the manner specified below. 

7.5.1 Capacity Purchases and Sales with Third Parties.  Except as described 

in Section 7.5.2 related to the PJM Capacity Auctions: (1) Off-System Transactions of 

capacity undertaken for an individual Operating Company will be directly assigned to 

that Operating Company; (2) Off-System Purchases of capacity undertaken for more than 

one Operating Company will be allocated among those Operating Companies ratably in 

proportion to the total capacity needed by each Operating Company minus each 

Operating Company’s total capacity resources; and (3) Off-System Sales of capacity 

undertaken for more than one Operating Company will be allocated among those 

Operating Companies ratably in proportion to the total capacity resources of each 

Operating Company minus the total capacity obligation of each Operating Company 

(including any holdback required by the applicable regional transmission organization). 

  7.5.2 Capacity Purchases and Sales in the PJM Capacity Auctions And 

Related Issues.  When an Operating Company participates individually in the Reliability 

Pricing Model or the Fixed Resource Requirement alternative, Off-System Transactions 
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of capacity related to a PJM Capacity Auction will be directly assigned to the specific 

Operating Company based on the results of such auctions.   

When two or more Operating Companies collectively participate in the Fixed 

Resource Requirement alternative, any Off-System Transactions of capacity related to a 

PJM Capacity Auction will be allocated to each participating Operating Company ratably 

in proportion to the total capacity resources of each Operating Company minus the total 

capacity obligation of each Operating Company (including any  holdback required by 

PJM) for the applicable planning year(s), and Service Schedule A will apply to delivery 

year and post-delivery year obligations of the participating Operating Companies 

associated with the Fixed Resource Requirement alternative.  

7.5.3 Directly Assigned Energy Purchases and Sales with Third Parties.  

Off-System Transactions of energy will be directly assigned to the applicable Operating 

Company.  Costs and revenues associated with each Operating Company’s Off-System 

Sales of energy and Internal Load energy purchases from the applicable regional 

transmission organization in the Spot Market, including the purchase of any energy 

deficits or sales of any energy surpluses, will be directly assigned to that Operating 

Company. 

7.5.4 Generation Hedge Transactions and Trading Transactions.  Revenues 

and costs associated with Generation Hedge Transactions, including revenues and costs 

associated with the settlement of Generation Hedge Transactions in the Spot Market or 

other markets of the applicable regional transmission organization, will be allocated 

among the Operating Companies by the Agent as specified under Service Schedule B.  
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Revenues and costs associated with Trading Transactions, including revenues and 

costs associated with the settlement of Trading Transactions in the Spot Market or other 

markets of the applicable regional transmission organization, will be allocated among the 

Operating Companies by the Agent as specified under Service Schedule C. 

7.6 Emergency Response.  In the event of a System Emergency, no adverse 

distinction shall be made between the customers of any of the Operating Companies.  Each 

Operating Company shall, under the direction of the applicable regional transmission 

organization, make its power supply resources available in response to a System Emergency.  

Notwithstanding the foregoing, it is understood that transmission constraints or other factors may 

limit the ability of an Operating Company to respond to a System Emergency. 

ARTICLE VIII 

ASSIGNMENT OF COSTS AND BENEFITS 

OF COORDINATED OPERATIONS 

 

8.1 Service Schedules.  The costs and revenues associated with coordinated 

operations as described in Article VII shall be distributed among the Operating Companies in the 

manner provided in the Service Schedules utilizing the billing procedures described in Article 

IX.  It is understood and agreed that all such Service Schedules are intended to establish an 

equitable sharing of costs and/or benefits among the Operating Companies, and that 

circumstances may, from time to time, require a reassessment of the relative costs and benefits of 

this Agreement, or of the methods used to apportion costs and benefits under the Service 

Schedules.  Upon a proposal of the Operating Committee, any of the Service Schedules may be 

amended as of any date agreed to by the Operating Committee by majority vote, subject to 

Section 13.2. 
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ARTICLE IX 

BILLING PROCEDURES 

 

9.1 Records.  The Agent shall maintain such records as may be necessary to 

determine the assignment of costs and revenues of coordinated operations pursuant to this 

Agreement.  Such records shall be made available to the Parties upon request for a period not to 

exceed three (3) years. 

9.2 Monthly Net Billing Statements.  As promptly as practicable after the end of 

each calendar month, the Agent shall prepare a statement setting forth the monthly summary of 

costs and revenues allocated or assigned to the Operating Companies in sufficient detail as may 

be needed for settlements under the provisions of this Agreement.  As required, the Agent may 

provide such statements on an estimated basis and then adjust those statements for actual results.   

9.3 Billings and Payments.  The Agent shall be responsible for all billing between 

the Operating Companies and other entities with which they engage in Off-System Transactions 

pursuant to this Agreement.  Payments among the Operating Companies, if any, shall be made by 

remittance of the net amount billed or by making appropriate accounting entries on the books of 

the Parties.  The entire amount shall be paid when due.   

9.4 Taxes.  Should any federal, state, or local tax, surcharge or similar assessment, in 

addition to those that may now exist, be levied upon the electric capacity, energy, or services to 

be provided in connection with this Agreement, or upon the provider of service as measured by 

the electric capacity, energy, or services, or the revenue there from, such additional amount shall 

be included in the net billing described in Section 9.3. 

  9.5 Undelivered and Unpaid Monthly Billing Statements.  Within one (1) year 

from the date on which a billing statement should have been delivered, if a Party’s records reveal 

that the bill was not delivered, then the Agent shall deliver to the appropriate Party a bill within 
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one (1) month of this determination.  Any amounts collected or reimbursed due to such delay 

shall not include interest. 

9.6 Billing Errors and Disputes.  If a Party discovers a billing error pertaining to a 

prior billing for reasons including, but not limited to, missing or erroneous data or calculations, 

including those caused by meter, computer or human error, a correction adjustment will be 

calculated through the second full month preceding discovery of the error.   The Parties shall 

have the right to dispute the accuracy of any bill or payment for a period not to exceed two 

months from the date on which the bill or, if applicable, the corrected bill was initially delivered.  

Following this two-month period, the right to dispute a bill is permanently waived for any and all 

reasons including but not limited to, (a) errors, (b) omissions, (c) Agent’s actions, and (d) the 

Operating Committee’s decisions, Agreement interpretations and direction in the administration 

of the Agreement.  Any amounts collected or reimbursed due to such disputes shall not include 

interest.  

 

ARTICLE X 

FORCE MAJEURE 

 

10.1 Events Excusing Performance.  No Party shall be liable to another Party for or 

on account of any loss, damage, injury, or expense resulting from or arising out of a delay or 

failure to perform, either in whole or in part, any of the agreements, covenants, or obligations 

made by or imposed upon the Parties by this Agreement, by reason of or through strike, work 

stoppage of labor, failure of contractors or suppliers of materials (including fuel, consumables or 

other goods and services), failure of equipment, environmental restrictions, riot, fire, flood, ice, 

invasion, civil war, commotion, insurrection, military or usurped power, order of any court or 

regulatory agency granted in any bona fide legal proceedings or action, or of any civil or military 
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authority either de facto or de jure, explosion, Act of God or the public enemies, or any other 

cause reasonably beyond its control and not attributable to its neglect.  A Party experiencing such 

a delay or failure to perform shall use due diligence to remove the cause or causes thereof; 

however, no Party shall be required to add to, modify or upgrade any facilities, or to settle a 

strike or labor dispute except when, according to its own best judgment, such action is advisable. 

ARTICLE XI 

DELIVERY POINTS 

 

11.1 Delivery Points.  All electric energy delivered under this Agreement shall be of 

the character commonly known as three-phase sixty-cycle energy, and shall be delivered at the 

various points where the transmission systems of the Operating Companies are interconnected, 

either directly or through transmission facilities of third parties, at the nominal unregulated 

voltage designated for such points, and at such other points and voltages as may be determined 

and agreed upon by the Operating Companies. 

 

 

ARTICLE XII 

GENERAL 

 

12.1 Adherence to Industry Standards.  The Parties agree to make their best efforts 

to conform to Industry Standards as they affect the implementation of and conduct pertaining to 

this Agreement. 

12.2 No Third Party Beneficiaries.  This Agreement does not create rights of any 

character whatsoever in favor of any person, corporation, association, entity or power supplier, 

other than the Parties, and the obligations herein assumed by the Parties are solely for the use and 

benefit of the Parties.  Nothing in this Agreement shall be construed as permitting or vesting, or 

attempting to permit or vest, in any person, corporation, association, entity or power supplier, 
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other than the Parties, any rights hereunder or in any of the resources or facilities owned or 

controlled by the Parties or the use thereof. 

12.3 Waivers.  Any waiver at any time by a Party of its rights with respect to a default 

under this Agreement, or with respect to any other matter arising in connection with this 

Agreement, shall not be deemed a waiver with respect to any subsequent default or matter.  Any 

delay, short of the statutory period of limitation, in asserting or enforcing any right under this 

Agreement, shall not be deemed a waiver of such right. 

12.4 Successors and Assigns.  This Agreement shall inure to the benefit of and be 

binding upon the Parties only, and their respective successors and assigns, and shall not be 

assignable by any Party without the written consent of the other Parties except to a successor in 

the operation of its properties by reason of a reorganization to comply with state or federal 

restructuring requirements, or a merger, consolidation, sale or foreclosure whereby substantially 

all such properties are acquired by or merged with those of such a successor. 

12.5 Liability and Indemnification.  SUBJECT TO ANY APPLICABLE STATE OR 

FEDERAL LAW THAT MAY SPECIFICALLY RESTRICT LIMITATIONS ON LIABILITY, 

EACH PARTY (AN “INDEMNIFYING PARTY”) SHALL RELEASE, INDEMNIFY, AND 

HOLD HARMLESS THE OTHER PARTIES (EACH AN “INDEMNIFIED PARTY”), THEIR 

DIRECTORS, OFFICERS AND EMPLOYEES FROM AND AGAINST ANY AND ALL 

LIABILITY FOR LOSS, DAMAGE OR EXPENSE (1) ALLEGED TO ARISE FROM, OR BE 

INCIDENTAL TO, INJURY TO PERSONS AND/OR DAMAGE TO PROPERTY IN 

CONNECTION WITH THE INDEMNIFYING PARTY’S FACILITIES OR THE 

PRODUCTION OR TRANSMISSION OF ELECTRIC ENERGY BY OR THROUGH THE 

INDEMNIFYING PARTY’S FACILITIES OR (2) RELATED TO PERFORMANCE OR NON-
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PERFORMANCE OF THIS AGREEMENT OR (3) RELATED TO ANY NEGLIGENCE 

ARISING UNDER THIS AGREEMENT.  IN NO EVENT SHALL ANY PARTY BE LIABLE 

TO ANOTHER PARTY FOR ANY INDIRECT, SPECIAL, INCIDENTAL, OR 

CONSEQUENTIAL DAMAGES WITH RESPECT TO ANY CLAIM ARISING OUT OF THIS 

AGREEMENT.   

12.6 Headings.  The descriptive headings of the Articles, Sections and Service 

Schedules of this Agreement are used for convenience only, and shall not modify or restrict any 

of the terms and provisions thereof. 

12.7 Notice.  Any notice or demand for performance required or permitted under any 

of the provisions of this Agreement shall be deemed to have been given on the date such notice, 

in writing, is deposited in the U.S. mail, postage prepaid, certified or registered mail, addressed 

to the Parties at their principal place of business at 1 Riverside Plaza, Columbus, Ohio 43215, or 

in such other form or to such other address as the Parties may stipulate. 

12.8 Interpretation.  In this Agreement: (a) unless otherwise specified, references to 

any Article or Section are references to such Article or Section of this Agreement; (b) the 

singular includes the plural and the plural includes the singular; (c) unless otherwise specified, 

each reference to a requirement of any governmental entity or regional transmission organization 

includes all provisions amending, modifying, supplementing or replacing such governmental 

entity or regional transmission organization from time to time; (d) the words “including,” 

“includes” and “include” shall be deemed to be followed by the words “without limitation”; (e) 

unless otherwise specified, each reference to any tariff or agreement includes all amendments, 

modifications, supplements, and restatements made to such tariff or agreement from time to time 

which are not prohibited by this Agreement; (f)  the descriptive headings of the various Articles 
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and Sections of this Agreement have been inserted for convenience of reference only and shall in 

no way modify or restrict the terms and provisions thereof; and (g) “herein,” “hereof,” “hereto” 

and “hereunder” and similar terms refer to this Agreement as a whole. 

 

ARTICLE XIII 

REGULATORY APPROVAL 

 

13.1 Regulatory Authorization.  This Agreement is subject to and conditioned upon 

its approval or acceptance for filing without material condition or modification by the 

Commission.  In the event that this Agreement is not so approved or accepted for filing in its 

entirety or without conditions or modifications unacceptable to any Party, or the Commission 

subsequently modifies this Agreement upon complaint or upon its own initiative (as provided for 

in Section 13.2), any Party may, irrespective of the notice provisions in Section 2.1, withdraw 

from this Agreement by giving thirty (30) days’ advance written notice to the other Parties. 

13.2 Changes.  It is contemplated by the Parties that it may be appropriate from time 

to time to change, amend, modify, or supplement this Agreement, including the Service 

Schedules and any other attachments that may be made a part of this Agreement, to reflect 

changes in operating practices or costs of operations or for other reasons.  Any such changes to 

this Agreement shall be in writing executed by the Parties and subject to approval or acceptance 

for filing by the Commission.   
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed and 

attested by their duly authorized officers on the day and year first above written. 

APPALACHIAN POWER COMPANY 

By:  _______________________________________ 

Title:  ______________________________________ 

INDIANA MICHIGAN POWER COMPANY 

By:  ________________________________________ 

Title:  _______________________________________ 

KENTUCKY POWER COMPANY 

By:  ________________________________________ 

Title:  _______________________________________ 

WHEELING POWER COMPANY 

By:  ________________________________________ 

Title:  _______________________________________ 

AMERICAN ELECTRIC POWER SERVICE CORPORATION 

By:  ___________________________________________ 

Title:  __________________________________________ 
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SERVICE SCHEDULE A 

COLLECTIVE PARTICIPATION IN THE  

FIXED RESOURCE REQUIREMENT ALTERNATIVE 

 

A1–   Duration.  This Service Schedule A shall become effective and binding when the 

Agreement of which it is a part becomes effective, and shall continue in full force and effect 

throughout the duration of the Agreement unless terminated or suspended. 

A2 – Availability of Service.  This Service Schedule A governs the administration and 

settlement of capacity during such times that multiple Operating Companies are participating, on 

a collective basis, in the Fixed Resource Requirement alternative.  

A3 – Delivery Year and Post-Delivery Year Settlement.  During a given PJM planning 

year (i.e., the delivery year), the Agent will manage the capacity resources needed to meet the 

combined Operating Companies’ capacity obligations and commitments to PJM.  

If capacity resource performance charges are assessed by PJM for a given delivery year, 

the total net charge will be allocated among the Operating Companies ratably in proportion to 

each Operating Company’s contribution to the total charge, taking into account the effect of 

collective participation of the Operating Companies in the Fixed Resource Requirement 

alternative. Each Operating Company’s contribution to the total net charge will be determined by 

the Agent by computing a total MW position for each Operating Company by subtracting its 

total capacity obligation in MWs from its total capacity resources in MWs.  This result will be 

further adjusted by adding or subtracting as applicable the net total MWs of actual under-

performance or over-performance of each Operating Company’s capacity resources during the 

delivery year as computed by PJM.  Any Operating Company with a resulting net short MW 

position, meaning that its capacity obligation MWs are greater than its capacity resource MWs 

including any MWs of over-performance or under-performance, will be allocated a share of the 
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total net performance charge from PJM based on the Operating Company’s net short MW 

position.  Any performance charge not allocated as set forth above will be directly assigned to 

the Operating Company that caused the performance charge. 
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SERVICE SCHEDULE B 

GENERATION HEDGE TRANSACTIONS 

B1 – Duration.  This Service Schedule B shall become effective and binding when the 

Agreement of which it is a part becomes effective, and shall continue in full force and effect 

throughout the duration of the Agreement unless terminated or suspended. 

B2 – Service.  This Service Schedule B governs energy-related Off-System Transactions 

made pursuant to Section 7.5.4 of the Agreement that are associated with Generation Hedge 

Transactions as defined in Section 1.5.  The total monthly net costs and revenues from the 

settlement of Generation Hedge Transactions will be allocated among the Operating Companies 

ratably in proportion to the total of each Operating Company's surplus MWhs for the month, as 

determined by the Agent.  Surplus MWhs will be computed as the total of all MWs in hours in 

which an Operating Company's MW output of its generation assets and energy purchases 

exceeded that Operating Company's Internal Load.   

If the above allocation would result in any Operating Company being allocated revenues 

or costs associated with more than one hundred and fifteen percent (115%) of its monthly surplus 

MWhs as computed above, such excess(es) above that amount will be allocated to all of the 

Operating Companies ratably in proportion to the sum of each Operating Company's hourly MW 

output of its generation assets for the month. 
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SERVICE SCHEDULE C 

TRADING TRANSACTIONS 

C1 – Duration.  This Service Schedule C shall become effective and binding when the 

Agreement of which it is a part becomes effective, and shall continue in full force and effect 

throughout the duration of the Agreement unless terminated or suspended. 

C2 – Service.  This Service Schedule C governs the financial allocation and settlement of 

Off-System Transactions made pursuant to Section 7.5.4 of the Agreement that are associated 

with Trading Transactions as defined in Section 1.18.  All Trading Transactions settled for a 

given month will be allocated among the Operating Companies ratably in proportion to each 

Operating Company's total common shareholder equity balance.  The total common shareholder 

equity balance for each Operating Company as of the end of the previous calendar year will be as 

stated in the FERC Form 1, currently page 112 (Total Proprietary Capital).  These balances will 

then be applied to allocate settled Trading Transactions among the Operating Companies during 

the subsequent twelve-month period beginning June 1 and ending May 31.   
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AMENDMENT NO. 1 AND CONSENT 

TO 

AEP SYSTEM RAIL CAR USE AGREEMENT 

This AMENDMENT and CONSENT is dated as of the &kday of J&IUd , 

WHEREAS, that certain AEP System Rail Car Use Agreement dated as of April 

1, 1982 ("Rail Car Use Agreement"), is among Indiana & Michigan Electric Company, 

now Indiana Michigan Power Company, an Indiana corporation ("I&MW), Appalachian 

Power Company, a Virginia corporation ("APCO), and Ohio Power Company, an Ohio 

corporation ("OPCO"), all three of which companies are subsidiaries of American 

Electric Power Company, Inc., a New York corporation ("AEP") and therefore affiliates. 

WHEREAS, the Rail Car Use Agreement provides that other direct or indirect 

subsidiary compa~iies of AEP may become a party to the Rail Car Use Agreement with 

the consent of the ahrementioned parties to the Rail Car Use Agreement and by 

executing and dclivcring a counterpart of the Rail Car Use Agreement to each of the 

parties thereto. 

WHEREAS, Public Service Company of Oklahoma, an Oklahoma corporation 

("PSO), and Soilthwestern Electric Power Company, a Delaware corporation 

("SWEPCO), each of which is an indirect subsidiary of AEP, desire to become a party 

to the Rail Car Usc Agreement; 
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WHEREAS, each of I&M, APCO, and OPCO does hereby consent to the 

addition of PSO and SWEPCO as parties to the Rail Car Use 

Agreement; 

NOW THEREFORE, in consideration of the foregoing, 

The Rail Car Use Agreement is hereby amended to add PSO and 

SWEPCO to the Rail Car Use Agreement. 

PSO and SWEPCO hereby agree to abide by all of the terms and 

conditions of the Rail Car Use Agreement as are currently in 

effect. 

APCO, I&M, and OPCO hereby consent to the addition of PSO 

and SWEPCO as parties to the Rail Car Use Agreement. 

All other terms and conditions of the Rail Car Use Agreement, a 

copy of which is attached, remain in full force and effect. 

IN WITNESS WHEREOF, the parties have caused this Amendment and Consent 

to be signed by their respective authorized officers as of the day and year first 

above witten. 

APPALACHIAN POWER C O M P F  - .  

V 
Its: Assistant Treasurer 
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INDIANA MICHIGAN PO'WER COMPANY 

By: 
v 

Its: Assistant Treasurer 

OHIO POWER C O M P W  

BY: $$qJw u v 

Its: Assistant Treasurer 

PUBLIC .SERyICE COMPA$W OF OKLAHOMA 

By: 
/ I/ 

Its: Assistant Treasurer 

SOUTH WESTERN ELECTQC POWER COMPANY 

By: -$ph‘t'#yW 
Its: Assistant Treasurer 
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GRID ASSURANCE LLC 

AMENDED AND RESTATED 

SUBSCRIPTION AGREEMENT 

 

COVER PAGE 

This Amended and Restated Subscription Agreement (this “Agreement”) is made and entered into as of April 2, 

2019, (the “Execution Date”) (and amends and restates in its entirety that certain subscription agreement among 

the parties hereto dated February 20, 2017, as amended), among GRID ASSURANCE LLC, a limited liability 

company organized under the laws of the State of Delaware (“Grid Assurance”), American Electric Power 

Service Corporation solely in its capacity as agent on behalf of PUBLIC SERVICE COMPANY OF 

OKLAHOMA, a corporation organized under the laws of the State of Oklahoma, American Electric Power 

Service Corporation solely in its capacity as agent on behalf of OHIO POWER COMPANY, a corporation 

organized under the laws of the State of Ohio, American Electric Power Service Corporation solely in its 

capacity as agent on behalf of AEP TEXAS INC., a corporation organized under the laws of the State of 

Delaware, American Electric Power Service Corporation solely in its capacity as agent on behalf of AEP OHIO 

TRANSMISSION COMPANY, INC., a corporation organized under the laws of the State of Ohio, American 

Electric Power Service Corporation solely in its capacity as agent on behalf of AEP OKLAHOMA 

TRANSMISSION COMPANY, INC., a corporation organized under the laws of the State of Oklahoma,  

and the following additional Subscriber Parties added in accordance with the terms of that certain Amended and 

Restated Multi-Subscriber Addendum among the parties hereto: 

ELECTRIC TRANSMISSION TEXAS, LLC, a corporation organized under the laws of the State of Delaware, 

American Electric Power Service Corporation solely in its capacity as agent on behalf of APPALACHIAN 

POWER COMPANY, a corporation organized under the laws of the State of Virginia, American Electric Power 

Service Corporation solely in its capacity as agent on behalf of AEP APPALACHIAN TRANSMISSION 

COMPANY, INC., a corporation organized under the laws of the State of Virginia, American Electric Power 

Service Corporation solely in its capacity as agent on behalf of INDIANA MICHIGAN POWER COMPANY, a 

corporation organized under the laws of the State of Indiana, American Electric Power Service Corporation 

solely in its capacity as agent on behalf of AEP INDIANA MICHIGAN TRANSMISSION COMPANY, INC., 

a corporation organized under the laws of the State of Indiana, American Electric Power Service Corporation 

solely in its capacity as agent on behalf of KINGSPORT POWER COMPANY, a corporation organized under 

the laws of the State of Virginia, American Electric Power Service Corporation solely in its capacity as agent on 

behalf of KENTUCKY POWER COMPANY, a corporation organized under the laws of the State of Kentucky, 

American Electric Power Service Corporation solely in its capacity as agent on behalf of AEP KENTUCKY 

TRANSMISSION COMPANY, INC., a corporation organized under the laws of the State of Kentucky, 

American Electric Power Service Corporation solely in its capacity as agent on behalf of SOUTHWESTERN 

ELECTRIC POWER COMPANY, a corporation organized under the laws of the State of Delaware, American 

Electric Power Service Corporation solely in its capacity as agent on behalf of WHEELING POWER 

COMPANY, a corporation organized under the laws of the State of West Virginia, American Electric Power 

Service Corporation solely in its capacity as agent on behalf of AEP WEST VIRGINIA TRANSMISSION 

COMPANY, INC., a corporation organized under the laws of the State of West Virginia (Public Service 

Company of Oklahoma, Ohio Power Company, AEP Texas Inc., AEP Ohio Transmission Company, Inc., AEP 

Oklahoma Transmission Company, Inc., Appalachian Power Company, AEP Appalachian Transmission 

Company, Inc., Electric Transmission Texas, LLC, Indiana Michigan Power Company, AEP Indiana Michigan 

Transmission Power Company, Inc., Kingsport Power Company, Kentucky Power Company, AEP Kentucky 

Transmission Company, Inc., Southwestern Electric Power Company, Wheeling Power Company and AEP 

West Virginia Transmission Company, Inc. being referred to collectively as “Subscriber”).  
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1. Defined Terms.  Capitalized terms used in this Agreement shall have the meanings ascribed to them in 

Part 1 of this Agreement (Defined Terms), which shall be deemed to be incorporated herein by reference as if 

stated herein in its entirety. 

2. General Terms and Conditions.  This Agreement shall be governed by the terms and conditions set forth 

in Part 2 of this Agreement (General Terms and Conditions), which shall be deemed to be incorporated herein 

by reference as if stated herein in its entirety. 

3. Composition of Agreement.  This Agreement shall include all of the Schedules identified in Part 1 and 

Part 2 of this Agreement, all of which shall be deemed to be incorporated herein by reference as if stated herein 

in their entirety.  Such schedules shall include: 

 Schedule 2.1  (Equipment Classes, Designated Transmission Owners and Nominated 

Quantities); 

 Schedule 2.2  (Sparing Protocols); 

 Schedule 2.7  (Insurance Requirements); 

 Schedule 3.2  (Form of Fee Confirmation Notice); 

 Schedule 4.1  (Form of QE Purchase Notice); 

 Schedule 4.3  (Deployment Protocols); 

 Schedule 4.5  (Standard Terms for Sales of Inventoried Spares); 

 Schedule 5.1  (Sparing Service Fee); 

 Schedule 6.4  (Reduction Liability); 

 Schedule 12  (Non-Disclosure Agreement); 

 Schedule 13.3  (Termination Liability); and 

 Schedule 17  (Notice Information).  

[Signature Page Follows]
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Signature Page 

IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly executed as of the Execution 

Date. 

GRID ASSURANCE LLC     

 

By:      

 Michael M. Deggendorf 

 Chief Executive Officer 

 

AMERICAN ELECTRIC POWER SERVICE CORPORATION solely in its capacity as agent on behalf of each 

of 

PUBLIC SERVICE COMPANY OF OKLAHOMA 

OHIO POWER COMPANY 

AEP TEXAS INC. 

AEP OHIO TRANSMISSION COMPANY, INC. 

AEP OKLAHOMA TRANSMISSION COMPANY, INC.  

APPALACHIAN POWER COMPANY  

AEP APPALACHIAN TRANSMISSION COMPANY, INC.  

INDIANA MICHIGAN POWER COMPANY 

AEP INDIANA MICHIGAN TRANSMISSION COMPANY, INC. 

KINGSPORT POWER COMPANY 

KENTUCKY POWER COMPANY 

AEP KENTUCKY TRANSMISSION COMPANY, INC.  

SOUTHWESTERN ELECTRIC POWER COMPANY 

WHEELING POWER COMPANY  

AEP WEST VIRGINIA TRANSMISSION COMPANY, INC.  

 

By:       

  Mark C McCullough 

  EVP Transmission 
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Signature Page 

ELECTRIC TRANSMISSION TEXAS, LLC 

 

By:      

 Kip M. Fox 

 President 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

PART 1 

 

 

 

 

 

 

 

 

 

 

 

 

DEFINED TERMS 
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1 

GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

 

DEFINED TERMS 

The following capitalized terms, when used in the Subscription Agreement, shall have the meanings set forth 

below. 

Acceptance Date: The date as of which Grid Assurance issues an Acceptance Notice to Subscriber. 

Acceptance Notice: A written notice delivered by Grid Assurance to Subscriber stating that Grid Assurance is 

in receipt of a Regulatory Confirmation Notice and a valid Fee Confirmation Notice from Subscriber and has 

determined, in its reasonable judgment, that it has sufficient Regulatory Confirmation Notices and valid Fee 

Confirmation Notices from other Subscriber Group Members to enable Grid Assurance to provide Sparing 

Service to Subscriber for every Equipment Class in which Subscriber is participating, as each such Equipment 

Class is designated on Schedule 2.1. 

Affiliate: With respect to any Person, another Person that directly or indirectly controls, is under common 

control with, or is controlled by, such Person or any successor thereto; provided, however, that for purposes of 

this definition, control of a Person means the power, direct or indirect, to vote fifty percent (50%) or more of the 

securities having ordinary voting power for the election of the governing body of such Person or direct or cause 

the direction of the management and policies of such Person, whether by contract or otherwise. 

Agreement:  The Subscription Agreement between Grid Assurance and Subscriber, including: 

 The Cover Page; 

 Part 1 (Defined Terms); 

 Part 2 (General Terms and Conditions); 

 Schedule 2.1 (Equipment Classes, Designated Transmission Owners and Nominated Quantities); 

 Schedule 2.2 (Sparing Protocols); 

 Schedule 2.7 (Insurance Requirements); 

 Schedule 3.2 (Form of Fee Confirmation Notice); 

 Schedule 4.1 (Form of QE Purchase Notice); 

 Schedule 4.3 (Deployment Protocols); 

 Schedule 4.5 (Standard Terms for Sales of Inventoried Spares); 

 Schedule 5.1 (Sparing Service Fee); 

 Schedule 6.4 (Reduction Liability); 

 Schedule 12 (Non-Disclosure Agreement); 

DocuSign Envelope ID: 08175B22-6F9A-4493-8949-0DCE50F0BF62

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 597 of 829



CONFIDENTIAL AND PROPRIETARY 

Grid Assurance LLC 

 

2 

 Schedule 13.3 (Termination Liability); and 

 Schedule 17 (Notice Information). 

Auditor: An accounting firm selected by Grid Assurance and approved by the Subscriber Advisory Committee 

in accordance with Section 9.1.2(a) of Part 2. 

Billing Period: With respect to each Equipment Class, each calendar month commencing as of the Fee 

Commencement Date for that Equipment Class and continuing through the term of the Agreement; provided, 

however, that the initial Billing Periods and the final Billing Periods may be partial calendar months. 

Board: The Board of Managers of Grid Assurance. 

Board Representative: As of any point in time, an individual assigned by the Board to serve as a liaison to the 

Subscriber Advisory Committee or an Equipment Committee. 

Business Day: Any day other than a Saturday, Sunday or federal holiday. 

Claim: Any judgment, claim, action, cause of action, demand, lawsuit, proceeding, grievance, governmental 

investigation or audit, loss, assessment, fine, penalty, administrative order, arbitral award, obligation, cost 

(including attorneys’ fees), expense, lien, liability or damage. 

Conditional Period:  The period commencing as of the Execution Date and continuing: (a) until the first date as 

of which Subscriber shall have issued a Fee Confirmation Notice and a Regulatory Confirmation Notice; and 

(b) during any period thereafter for which Subscriber does not have a valid Fee Confirmation Notice 

outstanding; provided, however, that the Conditional Period shall not extend beyond the Acceptance Date.  

Deployment Protocols: The rules and procedures governing the priority and manner in which Grid Assurance 

will sell Inventoried Spares to Transmission Group Members and other Persons, as such rules and procedures 

are set forth on Schedule 4.3. 

Designated Transmission Owner: Each of: (a) Subscriber, if it is (i) identified on Schedule 2.1 as a Designated 

Transmission Owner and (ii) the direct owner or lessee of an electric transmission system; and (b) any Affiliate 

of Subscriber that is (x) identified on Schedule 2.1 as a Designated Transmission Owner and (y) the direct 

owner or lessee of an electric transmission system. 

Discretionary Sale: Any sale of any Inventoried Spare(s) by Grid Assurance other than a sale that is: (a) made 

to a Transmission Group Member; (b) due to damage or destruction caused by a Qualifying Event affecting the 

electric transmission system of that Transmission Group Member; (c) from an Equipment Class in which such 

Transmission Group Member is participating; and (d) in a quantity, for each such Equipment Class, no greater 

than the Nominated Quantity of such Transmission Group Member in that Equipment Class. 

Drop Dead Date: The date which is eighteen (18) months after the Execution Date, as such Drop Dead Date 

may be extended by agreement of the Parties.  

Equipment Class: A designation of a certain type of Inventoried Spare based on its function (e.g., transformer, 

circuit breaker, bushing, etc.), voltage and/or other operational criteria. 
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Equipment Committee: With respect to each Equipment Class, a permanent committee comprised of Subscriber 

Representatives representing the Subscriber Group Members participating in that Equipment Class, as such 

committees are described in Section 9.2 of Part 2. 

Equipment Manufacturer: With respect to any Inventoried Spare, the original equipment manufacturer of such 

Inventoried Spare or its successor. 

Event of Default: Any of the following events or circumstances affecting a Party: 

(a) a proceeding is instituted against such Party seeking to adjudicate such Party as bankrupt 

or insolvent and such proceeding is not dismissed within sixty (60) days of filing; such 

Party makes a general assignment for the benefit of its creditors; a receiver is appointed 

on account of the insolvency of such Party; such Party files a petition seeking to take 

advantage of any applicable law relating to bankruptcy, insolvency, reorganization, 

winding up or composition or readjustment of debts; or such Party is unable to pay its 

debts when due or as they mature; 

(b) Subscriber fails to satisfy the credit requirements set forth in Article 10 of Part 2; 

(c) a Party fails to pay any amount due and owing, which failure continues for thirty (30) 

days after notice thereof; 

(d) a Party fails to perform any other material obligation under the Agreement, which failure 

continues for thirty (30) days after notice thereof or, if such failure cannot reasonably be 

cured within such thirty (30) day period, such longer period of time as may be reasonably 

necessary to cure the failure so long as such Party diligently undertakes and proceeds on 

an uninterrupted basis to cure the failure, which, in any event, shall not be longer than 

ninety (90) days; and 

(e) any representation or warranty made by a Party is or was materially inaccurate as of the 

date made, which inaccuracy continues for thirty (30) days after notice thereof or, if such 

inaccuracy is curable but cannot reasonably be cured within such thirty (30) day period, 

such longer period of time as may be reasonably necessary to cure the inaccuracy so long 

as such Party diligently undertakes and proceeds on an uninterrupted basis to cure the 

inaccuracy, which in any event, shall not be longer than ninety (90) days. 

Execution Date: The date of the Agreement, as specified on the Cover Page of the Agreement.   

Fee Commencement Date: With respect to each Equipment Class, the first date as of which Grid Assurance has 

received, and is capable of delivering, any Inventoried Spare in that Equipment Class.   

Fee Confirmation Notice: A notice in the form of Schedule 3.2 stating that, as of the date of such notice, the 

estimated annual Sparing Service Fee set forth in a valid Fee Estimate Certification applicable to every 

Equipment Class in which Subscriber’s Designated Transmission Owner(s) is/are participating, is acceptable to 

Subscriber. 

Fee Estimate Certification: A good faith, non-binding estimate (which may be subject to reasonable 

assumptions set forth therein) of the Sparing Service Fee that will be payable by Subscriber for one (1) year of 

Sparing Service for every Equipment Class in which Subscriber’s Designated Transmission Owner(s) is/are 

participating once the Target Inventory Level for each such Equipment Class has been achieved. 
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Force Majeure: Any event or circumstance affecting a Party or one or more of its contractors of any tier that:  

(a) renders it impracticable for such Party to comply with its obligations under the Agreement; (b) is beyond the 

reasonable control of such Party or contractor(s), as applicable; and (c) does not result from the fault or 

negligence of such Party or contractor(s), as applicable; provided, however, that Force Majeure shall not 

include:  (i) economic difficulties; (ii) changes in market conditions; or (iii) delay in the delivery of any 

machinery, equipment or materials except to the extent caused by an event that would otherwise constitute a 

Force Majeure.   

GA Warehouse: A warehouse or other storage facility owned or leased by Grid Assurance at which Inventoried 

Spares are stored and maintained. 

GAAP: As of any date, generally accepted accounting principles for the United States, as accepted by the 

Financial Accounting Standards Board or its successor, applied on a consistent basis. 

Good Utility Practice: The practices, methods and acts engaged in, or approved by, a significant portion of 

transmission owners operating in the United States and Canada during the relevant time period, or any other 

practices, methods and acts that, in the exercise of reasonable judgment in light of the facts known at the time a 

decision is made, would be reasonably expected to accomplish the desired result at a reasonable cost, consistent 

with good business practices and reasonable consideration of reliability, safety and expedition; provided, 

however, that Good Utility Practice is not intended to be limited to the optimum practices, methods or acts to 

the exclusion of all others, but rather is intended to include generally accepted practices, methods and acts 

generally accepted in the region in which a transmission owner operates. 

Governmental Authority: Any federal or state department, commission, board, bureau, agency, authority or 

other body having regulatory or oversight jurisdiction or authority over a Party or any Designated Transmission 

Owner. 

Grid Assurance: Grid Assurance LLC, a Delaware limited liability company. 

Indemnified Persons: With respect to a Person, such Person, its Affiliates (excluding any Affiliate that is also 

an Affiliate of the Indemnifying Party) and their respective employees, agents, directors, members, shareholders 

and officers. 

Indemnifying Party: The Party obligated to indemnify the other Party’s Indemnified Persons pursuant to the 

terms of the Agreement. 

Inventoried Spare: Any transmission-related equipment procured and owned by Grid Assurance for a 

designated Equipment Class and held for re-sale.   

Late Payment Rate: An annual rate of interest equal to the lesser of: (a) the “prime rate” as published in The 

Wall Street Journal under the caption “Money Rates” in effect on the date a payment hereunder is due plus two 

percent (2%); and (b) the maximum rate of interest permitted by applicable law.    

Lender: A Person that issues debt, makes loans or otherwise provides credit, credit support or other financing to 

a Party. 

Letter of Credit Amount: An amount equal to the Sparing Service Fee payable by Subscriber for twenty-four 

(24) complete Billing Periods immediately following the date of determination of the Letter of Credit Amount; 

provided, however, that in determining such amount, Grid Assurance shall utilize the assumptions contained in 

the most recent five (5) year budget forecast provided to Subscriber Group Members pursuant to Section 8.1(b) 
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of Part 2 (except that costs and revenues associated with any projected sales of Inventoried Spares shall be 

disregarded). 

Moody’s: Moody’s Investor Service, Inc. and any successor thereto. 

NDA: The Non-Disclosure Agreement between Subscriber (or an Affiliate thereof) and Grid Assurance, which 

is attached to the Agreement as Schedule 12.  

Nominated Quantity: With respect to each Equipment Class in which any of Subscriber’s Designated 

Transmission Owners is participating, the number of Inventoried Spares designated for that Equipment Class on 

Schedule 2.1.   

Operational Testing: The electrical, mechanical and other specialized testing required by Good Utility Practice 

to validate the integrity and operational functionality of an Inventoried Spare. 

Original Cost: With respect to an Inventoried Spare, the total cost incurred by Grid Assurance to purchase or 

acquire that Inventoried Spare and have it delivered to a GA Warehouse, including all transportation and 

delivery charges, taxes, duties (including custom duties), assessments, fees (including import and export fees) 

and other charges. 

Party: Each of Grid Assurance and Subscriber. 

Person: Any individual, partnership, joint venture, corporation, association, business, trust, unincorporated 

organization, limited liability company, Governmental Authority or other legal entity. 

QE Purchase Notice: A notice from a Designated Transmission Owner to Grid Assurance, in the form of 

Schedule 4.1: (a) certifying that such Designated Transmission Owner has suffered a Qualifying Event; (b) 

identifying the damage to such Designated Transmission Owner’s electric transmission equipment resulting 

from that Qualifying Event; and (c) specifying the type(s) and quantity of Inventoried Spare(s) that such 

Designated Transmission Owner proposes to purchase from Equipment Classes in which it is participating (up 

to its Nominated Quantity in each such Equipment Class). 

Qualifying Event: Any damage, destruction or other material impairment of the safe operation of any 

equipment comprising the electric transmission system of a Transmission Group Member, which damage, 

destruction or impairment is caused by, or the result of:  (a) an act of war, terrorism, rebellion, sabotage or a 

public enemy, or any other physical attack (whether or not such physical attack is conducted in connection with 

an act of war, terrorism or a public enemy); (b) a cyber-attack, whether or not in connection with an act of war, 

terrorism or a public enemy; (c) an electromagnetic pulse or intentional electromagnetic interference; or (d) an 

act of God, a catastrophic event (natural or otherwise) or a severe weather condition, including a solar storm, 

earthquake, volcanic eruption, hurricane, tornado, derecho, windstorm, wildfire or ice storm.   

Reduction Liability: With respect to any amendment of Schedule 2.1 to reduce any Nominated Quantity for any 

Equipment Class in which a Designated Transmission Owner is participating, the amount calculated as the 

“Reduction Liability” in accordance with Schedule 6.4.   

Reduction Notice: A notice delivered by Subscriber to Grid Assurance stating that Subscriber desires to reduce 

the Nominated Quantity in any Equipment Class in which any of its Designated Transmission Owners is then 

participating, which notice shall specifically identify any such reduced Nominated Quantity(ies).   
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Regulatory Confirmation Notice: A notice issued by Subscriber to Grid Assurance stating that: (a) all Required 

Regulatory Approvals have been obtained; or (b) there are no Required Regulatory Approvals. 

Replacement Cost: With respect to an Inventoried Spare, the total costs and expenses that Grid Assurance 

incurs or would incur to purchase or acquire new equipment to replace such Inventoried Spare and have it 

delivered to a GA Warehouse in accordance with Grid Assurance’s policies, procedures and procurement 

practices, including all transportation and delivery charges, taxes, duties (including custom duties), assessments, 

fees (including import and export fees) and other charges, as such costs and expense are determined by Grid 

Assurance in its reasonable judgment. 

Required Regulatory Approval: Any permit, license, authorization, consent, decree, waiver, approval, 

exemption from, filing with or notice to, any Governmental Authority required by applicable law to be obtained 

by, or issued to, Subscriber or any Designated Transmission Owner in order for: (a) Subscriber to perform its 

obligations under the Agreement; or (b) any Designated Transmission Owner to be designated as such in the 

Agreement, in each case as determined by Subscriber or such Designated Transmission Owner in its reasonable 

judgment. 

S&P: Standard & Poor’s Rating Services, a Standard & Poor’s Financial Services LLC business, and any 

successor thereto. 

Sparing Protocols: The rules and procedures governing the manner in which Grid Assurance will procure, 

maintain and manage Inventoried Spares, including the manner in which it will determine Target Inventory 

Levels for each Equipment Class and procure Inventoried Spares that are suitable to replace, though not 

necessarily identical to, the equipment comprising the electric transmission systems of Transmission Group 

Members participating in each such Equipment Class, as such rules and procedures are set forth on Schedule 

2.2. 

Sparing Service: The services to be performed by Grid Assurance pursuant to the Agreement, as described in 

Article 1 of Part 2. 

Sparing Service Fee: The fee payable by Subscriber for Sparing Service, as determined in accordance with 

Schedule 5.1 of Part 2. 

Subscriber: The Person identified as Subscriber on the Cover Page of the Agreement; provided, however, that if 

the Agreement is executed by a Person in its capacity as an agent, the Subscriber Party shall be the principal of 

that Person. 

Subscriber Advisory Committee: A permanent committee comprised of Subscriber Representatives, as such 

committee is described in Section 9.1 of Part 2.   

Subscriber Group Members: As of any point in time, all Persons that have executed Subscription Agreements 

with Grid Assurance then in effect, including Subscriber. 

Subscriber Representative: As of any point in time, an individual selected by Subscriber Group Members to 

serve on the Subscriber Advisory Committee or an Equipment Committee.   

Subscription Agreements: As of any point in time, all of the Subscription Agreements then in effect between 

Grid Assurance and Subscriber Group Members, including this Agreement. 
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Target Inventory Level: With respect to each Equipment Class, the quantity of Inventoried Spares that Grid 

Assurance will seek to maintain in inventory based on the Sparing Protocols, as such quantity may be 

determined and/or revised from time to time in accordance with such Sparing Protocols. 

Termination Liability: The amount calculated as the “Termination Liability” in accordance with Schedule 13.3.   

Termination Notice: A notice delivered by Subscriber to Grid Assurance stating that Subscriber is terminating 

the Agreement pursuant to, and in accordance with, Section 13.3 of Part 2.  

Third Party: Any Person other than a Party or an Affiliate of a Party. 

Third Party Transmission Purchaser: A Third Party that directly or indirectly acquires any material portion of 

the electric transmission system(s) of any Designated Transmission Owner(s). 

Transmission Group Member: As of any point in time, any Designated Transmission Owner of any Subscriber 

Group Member.  

Transmission Owner Allocated Share: With respect to each Equipment Class in which any Designated  

Transmission Owner is participating, as each such Equipment Class is designated on Schedule 2.1, and as of the 

time a calculation of Transmission Owner Allocated Shares is made, a fraction (expressed as a percentage 

rounded to the nearest tenth of a percent) derived by dividing the Nominated Quantity of the Designated 

Transmission Owner(s) for that Equipment Class by the aggregate of the Nominated Quantities of all 

Transmission Group Members participating in that Equipment Class; provided, however, that the total 

Transmission Owner Allocated Shares of all Transmission Group Members participating in each Equipment 

Class shall, at all times, equal one hundred percent (100.0%).  

[END OF PART 1] 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

 

GENERAL TERMS AND CONDITIONS 

ARTICLE 1 

SCOPE OF SPARING SERVICE 

1.1 General. 

In consideration of Subscriber’s payment of the Sparing Service Fee and performance of its obligations 

pursuant to the Agreement, Grid Assurance shall procure, store, maintain and sell Inventoried Spares in 

accordance with the terms of the Agreement.   

1.2 Inspection and Testing of Inventoried Spares. 

To the extent required by Good Utility Practice, Grid Assurance shall: (a) directly or through a qualified 

representative, witness the Operational Testing and loading of Inventoried Spares prior to the shipment thereof 

from Equipment Manufacturers to Grid Assurance; and (b) inspect, confirm receipt of all parts, perform 

Operational Testing and, to the extent necessary and appropriate, assemble and disassemble Inventoried Spares 

upon delivery thereof to a GA Warehouse.   

1.3 Maintenance of Inventoried Spares. 

Grid Assurance shall store and maintain Inventoried Spares in accordance with Good Utility Practice and any 

additional requirements necessary to keep Equipment Manufacturers’ warranties in effect during applicable 

warranty periods.   

1.4 Inventory Management. 

Grid Assurance shall exercise commercially reasonable efforts to manage its stockpile of Inventoried Spares in 

a manner intended to mitigate the risk of obsolescence of such Inventoried Spares, including by: (a) contracting 

with Equipment Manufacturers to perform testing and maintenance on Inventoried Spares; and (b) entering into 

Discretionary Sales; provided, however, that Grid Assurance shall not be responsible or liable in any way in the 

event Inventoried Spares become technologically or physically obsolete or otherwise decline in value. 

1.5 Logistics Support. 

1.5.1. Grid Assurance shall develop, periodically update in accordance with Good Utility Practice and 

provide to each Designated Transmission Owner information pertaining to the logistics of the 

long-haul portion of the transportation of Inventoried Spares from GA Warehouses to 

transportation hubs located within or near the electric transmission system of that Designated 

Transmission Owner; provided, however, that each such Designated Transmission Owner may 

designate no more than five (5) such transportation hubs.  Such information shall include 

potential delivery routes, available modes of transportation and state and local permitting 

requirements applicable to the long-haul portion of such transportation. 

1.5.2. Grid Assurance shall exercise commercially reasonable efforts to negotiate standardized terms 

and conditions of service that will be available to Transmission Group Members, at their option, 

for execution between such Transmission Group Members and transportation companies and/or 
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logistics service providers capable of delivering or assisting in the delivery of Inventoried Spares 

to such Transmission Group Members. 

1.6 Quality of Sparing Service.   

Grid Assurance shall perform its obligations pursuant to the Agreement in accordance with the terms and 

conditions hereof and, subject to any express limitations and conditions set forth herein, Good Utility Practice.  

THERE ARE NO IMPLIED WARRANTIES OF ANY KIND IN CONNECTION WITH ANY 

PERFORMANCE BY GRID ASSURANCE HEREUNDER AND ALL STATUTORY WARRANTIES, 

INCLUDING WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A 

PARTICULAR PURPOSE OR USAGE ARE HEREBY DISCLAIMED AND WAIVED.  No oral or 

written representation, warranty, course of dealing or trade usage not contained herein shall be binding on either 

Party.   

ARTICLE 2 

PERFORMANCE BY GRID ASSURANCE 

2.1 Designation of Designated Transmission Owners and Nominated Quantities. 

Schedule 2.1 identifies: (a) each Designated Transmission Owner; (b) each Equipment Class in which any 

Designated Transmission Owner is participating; (c) each Designated Transmission Owner participating in each 

such Equipment Class; and (d) the Nominated Quantity of the Designated Transmission Owner(s) for each such 

Equipment Class.   

2.2 Sparing Protocols. 

2.2.1. Grid Assurance shall establish Target Inventory Levels for each Equipment Class. 

2.2.2. Grid Assurance shall exercise commercially reasonable efforts to acquire and maintain quantities 

and types of Inventoried Spares in accordance with the Sparing Protocols; provided, however, 

that this Section 2.2.2 shall not restrict or prevent Grid Assurance from entering into sales of 

Inventoried Spares in accordance with the terms hereof that will temporarily reduce stockpiles of 

Inventoried Spares below applicable Target Inventory Levels. 

2.2.3. Subject to Section 9.1.2(b) of this Part 2, Grid Assurance may amend the Sparing Protocols from 

time to time.  Any amended Sparing Protocols shall become effective, and become part of the 

Agreement (in substitution of Schedule 2.2 previously attached hereto) upon delivery thereof by 

Grid Assurance to Subscriber with a written certification by Grid Assurance that such amended 

Sparing Protocols have been approved by the Subscriber Advisory Committee. 

2.2.4. Grid Assurance shall have exclusive authority to determine: (a) the types of equipment to be 

procured as Inventoried Spares for each Equipment Class; (b) the Equipment Manufacturers 

from which Inventoried Spares will be procured; and (c) subject to Section 9.2.2(a) of this Part 2, 

the terms, conditions and pricing upon which Inventoried Spares are procured.  Grid Assurance 

shall procure Inventoried Spares through competitive processes whenever reasonably practicable, 

as determined by Grid Assurance based on Good Utility Practice. 
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2.3 Warehouses. 

2.3.1. Grid Assurance shall own or lease: (a) one (1) or more GA Warehouses in the continental United 

States to stockpile and maintain Inventoried Spares; and (b) all equipment and vehicles 

reasonably necessary to unload, assemble, disassemble, move, maintain, conduct Operational 

Testing and re-load Inventoried Spares at the GA Warehouses.  Grid Assurance shall determine 

the number and location of GA Warehouses based on its reasonable judgment, which will 

include consideration of factors such as access to suitable means of transportation, security, cost 

and proximity to the electric transmission systems of Transmission Group Members. 

2.3.2. Grid Assurance shall be responsible for developing and implementing policies and procedures to 

maintain physical and cyber security at the GA Warehouses in accordance with Good Utility 

Practice. 

2.3.3. At Subscriber’s request upon reasonable advance notice, Grid Assurance shall allow Subscriber 

and its representatives (including Designated Transmission Owners, Governmental Authorities 

and their respective personnel) to tour and inspect the GA Warehouses, subject to their 

compliance with Grid Assurance’s standard health, safety, security and confidentiality 

requirements. 

2.4 Personnel. 

Grid Assurance shall provide all personnel necessary and appropriate, in the reasonable judgment of Grid 

Assurance, to perform Sparing Service in accordance with the terms and conditions of the Agreement.   

2.5 Equipment Manufacturer Terms and Conditions. 

In connection with its acquisition of Inventoried Spares, Grid Assurance shall exercise commercially reasonable 

efforts to obtain from Equipment Manufacturers: (a) warranties, indemnities and other terms and conditions 

customarily agreed to by Equipment Manufacturers for the benefit of equipment purchasers; (b) warranties with 

warranty periods that remain in effect for a reasonable period after the re-sale of the Inventoried Spares by Grid 

Assurance; and (c) the right to assign Equipment Manufacturers’ warranties to purchasers of Inventoried 

Spares. 

2.6 Use of Subcontractors. 

Grid Assurance may utilize subcontractors (including members of Grid Assurance and their Affiliates) to 

perform its obligations pursuant to the Agreement; provided, however, that the use of any such subcontractors 

shall not relieve Grid Assurance of any responsibility hereunder.   

2.7 Insurance. 

Grid Assurance shall maintain in effect at all times after the initial Acceptance Date, insurance coverage as 

described on Schedule 2.7, as such coverage may be reasonably modified by Grid Assurance consistent with 

Good Utility Practice.   

2.8 Equipment Classes. 

Grid Assurance shall have the exclusive right to establish Equipment Classes from time to time in its reasonable 

judgment, which judgment will include consideration of the needs of Transmission Group Members.   
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ARTICLE 3 

CONDITIONS PRECEDENT 

3.1 Conditions to Subscriber Performance. 

The obligation of Subscriber to accept and pay for Sparing Service pursuant to the Agreement is subject to 

satisfaction (or waiver by Subscriber in its sole discretion) of the following conditions: 

(a) Subscriber shall have issued a Fee Confirmation Notice that remains valid as of the 

Acceptance Date; and 

(b) Subscriber shall have issued a Regulatory Confirmation Notice. 

3.2 Fee Estimate Certifications. 

3.2.1. Subscriber hereby acknowledges receipt of a Fee Estimate Certification that covers every 

Equipment Class in which each Designated Transmission Owner is participating as of the 

Execution Date. 

3.2.2. At any time after the Execution Date and prior to the Acceptance Date, Grid Assurance may 

deliver to Subscriber one or more revised Fee Estimate Certifications; provided, however, that, 

upon delivery of any such revised Fee Estimate Certification, any prior Fee Estimate 

Certification delivered to Subscriber shall automatically be rendered invalid and be deemed to be 

superseded by the revised Fee Estimate Certification.  If, at any time prior to the Acceptance 

Date, Grid Assurance determines that the estimated Sparing Service Fee payable by Subscriber 

has increased by more than ten percent (10%) above the estimated Sparing Service Fee set forth 

in a valid Fee Estimate Certification, Grid Assurance shall promptly notify Subscriber and shall 

thereafter prepare and deliver to Subscriber a revised Fee Estimate Certification. 

3.2.3. If Subscriber determines that the estimated annual Sparing Service Fee set forth in a valid Fee 

Estimate Certification is acceptable, Subscriber shall execute and deliver to Grid Assurance a 

Fee Confirmation Notice, which notice shall be irrevocable by Subscriber; provided, however, 

that a Fee Confirmation Notice shall automatically be rendered invalid if Grid Assurance 

subsequently delivers to Subscriber prior to the Acceptance Date a revised Fee Estimate 

Certification with a higher estimated Sparing Service Fee. 

3.2.4. At Grid Assurance’s request, Subscriber shall notify Grid Assurance whether a then-valid Fee 

Estimate Certification is acceptable. 

3.3 Regulatory Approvals. 

3.3.1. No later than thirty (30) days after the Execution Date, Subscriber shall provide Grid Assurance 

with notice: (a) of all Required Regulatory Approvals; or (b) that there are no Required 

Regulatory Approvals.  Subscriber shall keep Grid Assurance apprised of any modifications to 

the information contained in such notice of Required Regulatory Approvals; provided, however, 

that Subscriber may not modify the designated Required Regulatory Approvals after it issues a 

Regulatory Confirmation Notice. 

3.3.2. Subscriber shall exercise, and shall cause its Designated Transmission Owners to exercise, 

commercially reasonable efforts to obtain all Required Regulatory Approvals; provided, 

DocuSign Envelope ID: 08175B22-6F9A-4493-8949-0DCE50F0BF62

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 612 of 829



CONFIDENTIAL AND PROPRIETARY 

Grid Assurance LLC 

 

5 

however, that neither Subscriber nor any Designated Transmission Owner shall be obligated to 

continue such efforts if it determines, in its reasonable judgment, that a Required Regulatory 

Approval will not be obtained or, if obtained, would be subject to conditions that such Subscriber 

or Designated Transmission Owner deems unacceptable.  At Subscriber’s request, Grid 

Assurance shall support and cooperate with Subscriber and/or any of its Designated 

Transmission Owner(s) in connection with its/their efforts to obtain Required Regulatory 

Approvals. 

3.3.3. At Grid Assurance’s request, Subscriber shall notify Grid Assurance of the status of Subscriber’s 

and its Designated Transmission Owners’ efforts to obtain Required Regulatory Approvals, 

including the anticipated timing of receipt of such approvals. 

3.3.4. Subscriber shall promptly notify Grid Assurance if Subscriber or any of its Designated 

Transmission Owners determines that: (a) a Required Regulatory Approval will not be obtained; 

or (b) a Required Regulatory Approval, if obtained, would be subject to conditions that 

Subscriber or any of its Designated Transmission Owners deems unacceptable.   

3.3.5. If Subscriber and all of its Designated Transmission Owners obtain all Required Regulatory 

Approvals (or determine that there are no Required Regulatory Approvals), Subscriber shall 

execute and deliver to Grid Assurance a Regulatory Confirmation Notice, which notice shall be 

irrevocable by Subscriber. 

3.4 Acceptance Notice. 

If Grid Assurance: (a) is in receipt of a Regulatory Confirmation Notice and a valid Fee Confirmation Notice 

from Subscriber; and (b) has determined, in its reasonable judgment, that it has received sufficient Regulatory 

Confirmation Notices and valid Fee Confirmation Notices from other Subscriber Group Members to enable 

Grid Assurance to provide Sparing Service to Subscriber for every Equipment Class in which its Designated 

Transmission Owner(s) is/are participating, Grid Assurance shall promptly execute and deliver to Subscriber an 

Acceptance Notice.  Immediately upon issuance of an Acceptance Notice, all conditions precedent to the 

Parties’ obligations to perform their respective obligations hereunder shall be deemed to be fully satisfied. 

3.5 Termination for Failure of Conditions. 

3.5.1. At any time prior to its issuance of a Regulatory Confirmation Notice, Subscriber may terminate 

the Agreement without any liability whatsoever to Grid Assurance if Subscriber determines that 

a Required Regulatory Approval will not be obtained or, if obtained, would be subject to 

conditions that Subscriber or any of its Designated Transmission Owners deems unacceptable. 

3.5.2. If Subscriber determines that the estimated Sparing Service Fee set forth in a valid Fee Estimate 

Certification, is not acceptable, Subscriber may terminate the Agreement without liability 

whatsoever to Grid Assurance; provided, however, that Subscriber may not terminate the 

Agreement pursuant to this Section 3.5.2 during any period in which a Fee Confirmation Notice 

from Subscriber is valid and outstanding. 

3.5.3. The Agreement shall automatically terminate if Grid Assurance fails to issue an Acceptance 

Notice on or before the Drop Dead Date. 
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ARTICLE 4 

SALES OF INVENTORIED SPARES 

4.1 Sales Based on Qualifying Events. 

Upon the occurrence of a Qualifying Event affecting the electric transmission system(s) of one (1) or more 

Designated Transmission Owners, such Designated Transmission Owner(s) shall have the right to purchase 

Inventoried Spares from any Equipment Class(es) in which such Designated Transmission Owner(s) is/are 

participating at that time at a price equal to the Original Cost of such Inventoried Spare(s); provided, however, 

that for any Qualifying Event, the maximum number of Inventoried Spares that such Designated Transmission 

Owners shall have the right, in the aggregate, to purchase pursuant to this Section 4.1 from any Equipment 

Class in which it/they are participating shall be equal to the lesser of: (a) the Nominated Quantity of the 

Designated Transmission Owner(s) for that Equipment Class; (b) the number of units of comparable equipment 

on the electric transmission system(s) of such Designated Transmission Owner(s) that was damaged, destroyed 

or impaired by that Qualifying Event; (c) the number of Inventoried Spares in that Equipment Class at that time; 

and (d) the number of Inventoried Spares available for sale to such Designated Transmission Owner(s) based on 

the Deployment Protocols.  In order to exercise its right to purchase any Inventoried Spares pursuant to this 

Section 4.1, a Designated Transmission Owner must deliver a QE Purchase Notice to Grid Assurance. 

4.2 Discretionary Sales.  

4.2.1. Grid Assurance shall have the right to sell Inventoried Spares pursuant to Discretionary Sales 

when and as deemed appropriate by Grid Assurance in its reasonable judgment; provided, 

however, that all Discretionary Sales shall be subject to the conditions set forth in the 

Agreement, the Sparing Protocols and the Deployment Protocols.  Discretionary Sales from any 

Equipment Class may be conducted: (a) on Grid Assurance’s own initiative (including for the 

purpose of mitigating the risk that Inventoried Spares could become technologically or 

physically obsolete); or (b) at the request of the Equipment Committee associated with that 

Equipment Class, a Subscriber Group Member, a Transmission Group Member or any other 

Person. 

4.2.2. If Grid Assurance agrees to enter into a Discretionary Sale upon the request of a Subscriber 

Group Member, a Transmission Group Member or any other Person (including a Discretionary 

Sale pursuant to Section 4.2.3, Section 4.2.4 or Section 4.2.5 of this Part 2), the purchase price 

for any Inventoried Spare(s) sold in that Discretionary Sale shall be the greater of the Original 

Cost or the Replacement Cost of such Inventoried Spare(s); provided, however, that nothing in 

this Section 4.2.2 shall limit Grid Assurance’s authority to negotiate the purchase price for 

Inventoried Spares sold pursuant to Discretionary Sales that Grid Assurance initiates. 

4.2.3. Without limiting the conditions set forth in Section 4.2.1 and Section 4.2.2 of this Part 2, if Grid 

Assurance agrees to enter into a Discretionary Sale with any Transmission Group Member(s) 

that, based on a Qualifying Event, request(s) to purchase more than its/their Nominated Quantity 

for any Equipment Class in which it/they is/are participating, such sale shall be subject to the 

agreement by the Subscriber Group Member affiliated with such Transmission Group 

Member(s): 

(a) subject to any Equipment Committee approval that may be required pursuant to Section 

9.2.2(b) of this Part 2, to amend Schedule 2.1 to increase the Nominated Quantity in each 
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such Equipment Class to a quantity no less than the quantity of Inventoried Spares that 

such Transmission Group Member(s) is/are purchasing from that Equipment Class; and 

(b) if Schedule 2.1 is amended pursuant to Section 4.2.3(a) of this Part 2, to pay Grid 

Assurance (in addition to the purchase price of the Inventoried Spare(s)), for each 

Equipment Class for which the Nominated Quantity was increased pursuant to Section 

4.2.3(a) of this Part 2, an amount equal to the lesser of: (i) the product of (x) the monthly 

Sparing Service Fee applicable to the minimum increase in the Nominated Quantity that 

Subscriber Group Member was required to specify pursuant to Section 4.2.3(a) of this 

Part 2, multiplied by (y) the number of months since the Fee Commencement Date for 

that Equipment Class; or (ii) two hundred percent (200%) of the Replacement Cost of the 

Inventoried Spare(s) purchased by the Subscriber Group Member’s affiliated 

Transmission Group Member(s) from that Equipment Class in that Discretionary Sale.   

4.2.4. Without limiting the conditions set forth in Section 4.2.1 and Section 4.2.2 of this Part 2, if Grid 

Assurance agrees to enter into a Discretionary Sale with a Transmission Group Member that, 

based on a Qualifying Event, requests to purchase any Inventoried Spares from an Equipment 

Class in which that Transmission Group Member is not participating, such sale shall be subject 

to the agreement by that Transmission Group Member’s affiliated Subscriber Group Member: 

(a) subject to any Equipment Committee approval that may be required pursuant to Section 

9.2.2(c) of this Part 2, to amend Schedule 2.1 to (i) include each Equipment Class from 

which that Transmission Group Member is purchasing any such Inventoried Spares, and 

(ii) specify as its Nominated Quantity in each such Equipment Class a quantity no less 

than the quantity of Inventoried Spares that such Transmission Group Member is 

purchasing from that Equipment Class; and 

(b) if Schedule 2.1 is amended pursuant to Section 4.2.4(a) of this Part 2, to pay Grid 

Assurance (in addition to the purchase price of the Inventoried Spare(s)), for each 

Equipment Class added pursuant to Section 4.2.4(a) of this Part 2, an amount equal to the 

product of (i) the monthly Sparing Service Fee applicable to the minimum Nominated 

Quantity that Subscriber Group Member was required to specify for that Equipment Class 

pursuant to Section 4.2.4(a) of this Part 2, multiplied by (ii) the number of months since 

the Fee Commencement Date for that Equipment Class.   

4.2.5. Without limiting the conditions set forth in Section 4.2.1 and Section 4.2.2 of this Part 2, if Grid 

Assurance agrees to enter into a Discretionary Sale with a Person other than a Transmission 

Group Member, which Person requests to purchase any Inventoried Spares based on a 

circumstance (or single set of related circumstances) that, if that Person were a Transmission 

Group Member, would constitute a Qualifying Event, such sale shall be subject to that Person’s 

(or one of its Affiliates’) agreement: 

(a) subject to any Equipment Committee approval that may be required pursuant to Section 

9.2.2(c) of this Part 2, to (i) enter into a standard Subscription Agreement with Grid 

Assurance specifying, for each Equipment Class from which that Person is purchasing 

Inventoried Spares, a Nominated Quantity no less than the quantity of Inventoried Spares 

that such Person is purchasing from that Equipment Class, and (ii) waive the conditions 

set forth in Section 3.1 of this Part 2 of that Subscription Agreement; and  
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(b) to pay Grid Assurance (in addition to the purchase price of the Inventoried Spare(s) and 

regardless of whether that Person or any of its Affiliates enters into a Subscription 

Agreement), for each Equipment Class from which that Person is purchasing Inventoried 

Spares, an amount equal to the product of (i) the monthly Sparing Service Fee applicable 

to the minimum Nominated Quantity that Person (or one of its Affiliates) is required to 

specify for that Equipment Class pursuant to Section 4.2.5(a) of this Part 2, multiplied by 

(ii) the number of months since the Fee Commencement Date for that Equipment Class.  

4.2.6. Without limiting the generality of Section 4.2.1 of this Part 2, promptly following the 

termination of a Subscription Agreement or the reduction of a Nominated Quantity by a 

Subscriber Group Member, Grid Assurance shall: (a) re-assess the Target Inventory Levels in all 

Equipment Classes directly impacted by such termination or reduction; and (b) if Grid Assurance 

determines, in its reasonable judgment, that there are surplus Inventoried Spares in any such 

Equipment Class, initiate Discretionary Sales to dispose of such surplus Inventoried Spares. 

4.3 Deployment Protocols. 

4.3.1. Grid Assurance shall have the exclusive right to determine which Inventoried Spares will be sold 

from time to time; provided, however, that all sales of Inventoried Spares by Grid Assurance 

shall be made in accordance with the Deployment Protocols. 

4.3.2. Subject to Section 9.1.2(c) of this Part 2, Grid Assurance may amend the Deployment Protocols 

from time to time; provided, however, that the Deployment Protocols shall at all times provide 

that sales of Inventoried Spares shall be made to Subscriber Group Members on a non-

discriminatory basis. 

4.3.3. Any amended Deployment Protocols shall become effective, and shall become part of the 

Agreement (in substitution of Schedule 4.3 previously attached hereto) upon delivery thereof by 

Grid Assurance to Subscriber with a written certification by an officer of Grid Assurance that 

such amended Deployment Protocols have been approved by the Subscriber Advisory 

Committee.  

4.4 Inspection and Testing Prior to Sale. 

To the extent required by Good Utility Practice, Grid Assurance shall conduct Operational Testing of 

Inventoried Spares prior to the delivery thereof to Subscriber.  Grid Assurance shall allow Subscriber and its 

representatives to witness, and shall reasonably cooperate with Subscriber to schedule, such Operational 

Testing; provided, however, that such Persons must agree to comply with Grid Assurance’s standard health, 

safety, security and confidentiality requirements, which requirements shall be shared with Subscriber upon 

written request. 

4.5 Terms of Sale of Inventoried Spares. 

All sales of Inventoried Spares to Transmission Group Members based on Qualifying Events affecting those 

Transmission Group Members shall be executed pursuant to Grid Assurance’s standard form of agreement as 

then in effect; provided, however, that any such agreement shall at all times include terms and conditions 

consistent with Schedule 4.5.  Subject to the express conditions set forth herein, Grid Assurance may, in its 

discretion, agree to terms and conditions other than those set forth on Schedule 4.5 for Discretionary Sales.   
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ARTICLE 5 

FEES; PAYMENT 

5.1 Sparing Service Fee. 

5.1.1. Subscriber shall pay Grid Assurance the Sparing Service Fee calculated in accordance with 

Schedule 5.1 for each Billing Period commencing as of the Acceptance Date; provided, however, 

that if, with respect to any Equipment Class in which any of Subscriber’s Designated 

Transmission Owners is participating, the Fee Commencement Date has not occurred on or prior 

to the Acceptance Date, Subscriber’s obligation to pay the Sparing Service Fee for that 

Equipment Class shall commence on the Fee Commencement Date for that Equipment Class.   

5.1.2. Grid Assurance shall re-calculate the Transmission Owner Allocated Shares of all Transmission 

Group Members participating in an Equipment Class upon the execution or amendment of a 

Subscription Agreement with any Transmission Group Member(s) participating in that 

Equipment Class. 

5.1.3. The Sparing Service Fee shall be payable monthly in arrears. 

5.2 Monthly Invoices.   

Grid Assurance shall deliver invoices for the Sparing Service Fee applicable to each Billing Period no later than 

fifteen (15) days after the end of that Billing Period, which invoices shall include reasonable supporting 

documentation. 

5.3 Payment.   

5.3.1. The Sparing Service Fee shall be due and payable thirty (30) days after receipt of an invoice 

therefor; provided, however, that Subscriber may withhold amounts disputed in good faith so 

long as it provides Grid Assurance with a reasonably detailed written statement of the basis of 

the dispute, including reasonable supporting documentation, no later than the date as of which 

the disputed payment is due. 

5.3.2. All payments to a Party pursuant to the Agreement shall be made by automated clearing house 

(ACH) payment or wire transfer of immediately available funds to an account specified by that 

Party. 

5.4 Late Payments. 

Any amounts owed pursuant to the Agreement and not paid when and as due (including amounts disputed in 

good faith and subsequently determined to be due and owing) shall bear interest from the date due until the date 

paid, calculated at the Late Payment Rate. 

5.5 No Set-Off.   

A Party shall not be entitled to set-off any amount it owes to the other Party pursuant to the Agreement against 

any amount owed or claimed to be owed by such other Party. 

ARTICLE 6 

CHANGES 
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6.1 Changes During Conditional Period. 

6.1.1. At any time during the Conditional Period, Subscriber shall have the right to amend the 

Agreement to: (a) modify the Designated Transmission Owners; (b) add or remove Equipment 

Classes; and/or (c) increase or decrease the Nominated Quantity(ies) in any Equipment Classes. 

6.1.2. In order to amend the Agreement pursuant to Section 6.1.1, Subscriber shall deliver to Grid 

Assurance a notice setting forth: (a) the Designated Transmission Owners to be included in the 

amended Agreement; (b) the Equipment Class(es) in which each such Designated Transmission 

Owner will participate; and (c) the Nominated Quantity in each such Equipment Class.  

6.1.3. Promptly upon receipt of a notice from Subscriber pursuant to Section 6.1.2, Grid Assurance 

shall prepare and deliver to Subscriber an amended Agreement reflecting the changes proposed 

by Subscriber, including a revised Schedule 2.1. 

6.2 Changes as of Right Following Conditional Period. 

6.2.1. At any time following the Conditional Period, Subscriber shall have the right to amend the 

Agreement to modify the Designated Transmission Owners; provided, however, that any 

amendment of the Agreement to add any Equipment Class(es) and/or to increase or decrease any 

Nominated Quantity(ies) in any Equipment Classes shall be subject to Section 6.3 and/or Section 

6.4, as applicable. 

6.2.2. In order to amend the Agreement pursuant to Section 6.2.1, Subscriber shall deliver to Grid 

Assurance a notice setting forth the Designated Transmission Owners to be included in the 

amended Agreement and the Equipment Class(es) in which each such Designated Transmission 

Owner will participate.  

6.2.3. Promptly upon receipt of a notice from Subscriber pursuant to Section 6.2.2, Grid Assurance 

shall prepare and deliver to Subscriber an amended Agreement reflecting the changes proposed 

by Subscriber, including a revised Schedule 2.1. 

6.3 Increase in Nominated Quantity; Participation in New Equipment Class. 

6.3.1. At any time other than during the Conditional Period, an amendment of the Agreement to add 

one (1) or more Equipment Classes in which any Designated Transmission Owner will 

participate or to increase the Nominated Quantity(ies) in any Equipment Classes in which any 

Designated Transmission Owner will participate shall be subject to the mutual agreement of the 

Parties and, to the extent applicable, the approval of the Equipment Committee(s) associated 

with the affected Equipment Classes pursuant to Section 9.2.2(b) or Section 9.2.2(c) of this Part 

2. 

6.3.2. In order to amend the Agreement pursuant to Section 6.3.1, Subscriber shall deliver to Grid 

Assurance a notice setting forth: (a) the Designated Transmission Owners to be included in the 

amended Agreement; (b) the Equipment Class(es) in which each such Designated Transmission 

Owner will participate; and (c) the Nominated Quantity(ies) in such Equipment Class(es).   

6.3.3. In the event the Parties agree to add one (1) or more Equipment Classes in which any Designated 

Transmission Owner will participate or to increase the Nominated Quantity(ies) in any 

Equipment Class(es) and, to the extent applicable, the Equipment Committee associated with any 
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affected Equipment Class approves such change(s), Grid Assurance shall prepare and deliver to 

Subscriber an amended Agreement reflecting the changes proposed by Subscriber and, if 

applicable, agreed to by such Equipment Committee, including a revised Schedule 2.1. 

6.4 Reduction of Nominated Quantities. 

6.4.1. If, at any time other than during the Conditional Period, the Agreement is amended to reduce the 

Nominated Quantity(ies) in any Equipment Class(es) in which any Designated Transmission 

Owner is then participating, Subscriber shall, except to the extent provided otherwise in Section 

16.4.1 of this Part 2, be liable to Grid Assurance for payment of the Reduction Liability 

calculated based on such reduction. 

6.4.2. In order to amend the Agreement pursuant to Section 6.4.1, Subscriber shall deliver to Grid 

Assurance a Reduction Notice.  No later than thirty (30) days after receipt of a Reduction Notice, 

Grid Assurance shall: (a) provide Subscriber with a statement of the Reduction Liability that 

would result from the reduction the Nominated Quantity(ies) as specified in that Reduction 

Notice (which statement shall include reasonable supporting documentation); and (b) prepare 

and provide to Subscriber an amended Agreement reflecting the reduced Nominated 

Quantity(ies) proposed by Subscriber in that Reduction Notice, including a revised Schedule 2.1. 

6.4.3. Promptly upon receipt of a Reduction Notice from a Subscriber Group Member, Grid Assurance 

shall forward a copy of that Reduction Notice to all Subscriber Group Members with affiliated 

Transmission Group Members then participating in any Equipment Class(es) directly impacted 

by that Reduction Notice.   

6.4.4. Subscriber shall pay Grid Assurance the Reduction Liability resulting from an amendment of the 

Agreement pursuant to this Section 6.4 no later than thirty (30) days after the effective date of 

such amendment.  

6.4.5. If, at any time within five (5) years of an amendment to the Agreement to reduce the Nominated 

Quantity for any Equipment Class, Grid Assurance proposes to conduct a Discretionary Sale of 

an Inventoried Spare (other than pursuant to Section 4.2.3, Section 4.2.4 or Section 4.2.5 of this 

Part 2) from that Equipment Class: (a) Grid Assurance shall provide advance notice of such 

Discretionary Sale to Subscriber; and (b) if Subscriber or any of its Designated Transmission 

Owners wishes to participate in the Discretionary Sale process for that Inventoried Spare, 

Subscriber and such Designated Transmission Owners shall be entitled to apply as a credit 

toward the purchase price for that Inventoried Spare an amount that, in the aggregate, is equal to 

the quotient of (i) the Equipment Reduction Contribution (as described in Schedule 6.4) 

applicable to that Equipment Class and paid by Subscriber as part of its Reduction Liability 

divided by (ii) the number of Inventoried Spares in the applicable Equipment Class at the time of 

such amendment. 
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ARTICLE 7 

FORCE MAJEURE 

7.1 Excused Performance.   

A Party shall not be in breach of any obligations pursuant to the Agreement (other than the obligation to pay 

amounts due and owing) to the extent any delay in performance results from Force Majeure.   

7.2 Obligations of Affected Party. 

A Party affected by Force Majeure shall use commercially reasonable efforts to: (a) proceed with its obligations 

pursuant to the Agreement to the extent it is not prevented from doing so by the Force Majeure; and (b) exercise 

commercially reasonable efforts to eliminate or mitigate the adverse effects of the Force Majeure as soon as 

reasonably practicable.   

7.3 Notice Obligation.   

A Party affected by Force Majeure shall provide prompt notice thereof to the other Party.  Such notice shall 

specify the length of the delay expected to result from the Force Majeure.  The Party affected by Force Majeure 

shall keep the other Party apprised of its progress in eliminating and/or mitigating the adverse effects of such 

Force Majeure.   

ARTICLE 8 

REPORTING AND AUDITING 

8.1 Annual Reporting. 

During the period following the initial Fee Commencement Date, Grid Assurance shall prepare and deliver to 

Subscriber no later than September 1 of each year:   

(a) a reasonably detailed annual budget for the immediately subsequent calendar year;  

(b) a reasonably detailed budget forecast for the immediately subsequent five (5) calendar 

years; and 

(c) a good faith, non-binding estimate of the Sparing Service Fee that will be owed by 

Subscriber for Sparing Service for the immediately subsequent calendar year. 

8.2 Quarterly Reporting. 

During the period following the initial Fee Commencement Date, Grid Assurance shall, for each Equipment 

Class in which any of Subscriber’s Designated Transmission Owners is participating, prepare and deliver to 

Subscriber quarterly reports on: 

(a) budget reconciliation and Transmission Owner Allocated Shares for the prior calendar 

quarter;  

(b) the types of Inventoried Spares (i.e., Equipment Manufacturers, models, ratings and 

operating characteristics) then located at a GA Warehouse, in transit to a GA Warehouse 

or under contract to Grid Assurance;  
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(c) maintenance activities on Inventoried Spares; and 

(d) sale prices for Inventoried Spares that were sold by Grid Assurance. 

8.3 Audited Financial Statements.  

For each full calendar year following the initial Fee Commencement Date, Grid Assurance shall prepare and 

deliver to Subscriber annual audited financial statements on Grid Assurance operations prepared in accordance 

with GAAP.   

8.4 Audits. 

8.4.1. Grid Assurance shall cause the Auditor to conduct, and provide Subscriber Group Members with 

a written report of, annual audits of Grid Assurance’s books and records as they relate to its 

compliance with its obligations under the Subscription Agreements. 

8.4.2. In the event Subscriber or any of its Designated Transmission Owners is directed by a 

Governmental Authority with jurisdiction over Subscriber or that Designated Transmission 

Owner to conduct an audit of Grid Assurance, Subscriber or that Designated Transmission 

Owner shall have the right to retain a Third Party reasonably acceptable to Grid Assurance to 

conduct such an audit; provided, however, that: (a) such Third Party must agree to comply with 

Grid Assurance’s standard health, safety, security and confidentiality requirements, which 

requirements shall be shared with Subscriber upon written request; (b) Subscriber shall be 

obligated to reimburse Grid Assurance for any out-of-pocket costs reasonably incurred in 

connection with any such audit; (c) any such audit shall be conducted during the normal business 

hours of, and upon reasonable advance notice to, Grid Assurance; and (d) Subscriber or that 

Designated Transmission Owner shall provide Grid Assurance with a copy of the audit report 

promptly upon the completion thereof.   

ARTICLE 9 

SUBSCRIBER COMMITTEES 

9.1 Subscriber Advisory Committee. 

9.1.1. Commencing no later than ninety (90) days after the Acceptance Date and continuing throughout 

the term of the Agreement, there shall be a Subscriber Advisory Committee, which shall be 

comprised of no fewer than five (5) Subscriber Representatives.  The Subscriber Advisory 

Committee may, at its discretion, provide input and recommendations to the Board on matters 

affecting Subscriber Group Members; provided, however, that except as expressly provided in 

Section 9.1.2 of this Part 2, the Subscriber Advisory Committee shall have no authority with 

respect to the operation or management of Grid Assurance or any actions taken by the Board. 

9.1.2. The following actions by Grid Assurance shall be subject to the approval of the Subscriber 

Advisory Committee, such approval not to be unreasonably withheld, delayed or conditioned: 

(a) selection of the Auditor;   

(b) amendment of the Sparing Protocols; 

(c) amendment of the Deployment Protocols; and 
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(d) any action that would increase by more than twenty percent (20%) (i) the common equity 

balance of Grid Assurance (as determined in accordance with GAAP and reflected on the 

Grid Assurance balance sheet) or (ii) operating and maintenance expenses of Grid 

Assurance that are included in “Common Subscriber Costs” pursuant to Schedule 5.1, as 

such costs are reflected in Grid Assurance’s annual budget or five-year budget forecast. 

9.1.3. Any matter subject to the approval of the Subscriber Advisory Committee pursuant to Section 

9.1.2 of this Part 2 shall be deemed approved unless, within sixty (60) days of such matter being 

referred by notice to the Subscriber Representatives on the Subscriber Advisory Committee: (a) a 

majority of the Subscriber Representatives on the Subscriber Advisory Committee vote to 

disapprove such matter; and (b) at least one (1) Subscriber Representative on the Subscriber 

Advisory Committee provides the Board with notice to that effect, which notice shall include a 

reasonably detailed, written statement of the basis of such disapproval.   

9.1.4. Grid Assurance shall provide the Subscriber Representatives on the Subscriber Advisory 

Committee with information as they may reasonably request to facilitate their consideration of 

any matters referred to that committee for approval.  

9.2 Equipment Committees. 

9.2.1. Commencing no later than thirty (30) days after the establishment of each Equipment Class and 

continuing throughout the term of the Agreement, there shall be an Equipment Committee for 

that Equipment Class.  Each Equipment Committee shall be comprised of one (1) Subscriber 

Representative appointed by each Subscriber Group Member participating in the associated 

Equipment Class.  Each Equipment Committee may, at its discretion, provide input and 

recommendations to the Board on matters affecting Subscriber Group Members participating in 

the associated Equipment Class; provided, however, that except as expressly provided in Section 

9.2.2 of this Part 2, no Equipment Committee shall have any authority with respect to the 

operation or management of Grid Assurance or any action taken by the Board.   

9.2.2. The following actions by Grid Assurance with respect to an Equipment Class or any Subscriber 

Group Member that has an affiliated Transmission Group Member participating in that 

Equipment Class shall be subject to the approval of the Equipment Committee associated with 

that Equipment Class, such approval not to be unreasonably withheld, delayed or conditioned: 

(a) acquisition of an Inventoried Spare with Equipment Manufacturer warranties that are not 

assignable by Grid Assurance to a purchaser of that Inventoried Spare; 

(b) an amendment of Schedule 2.1 to increase in the Nominated Quantity of any 

Transmission Group Member participating in that Equipment Class if that increase 

would, in Grid Assurance’s reasonable judgment, increase the Sparing Service Fee for 

any Subscriber Group Member with an affiliated Transmission Group Member already 

participating in that Equipment Class by more than twenty percent (20%); and 

(c) participation in that Equipment Class by a new Transmission Group Member if that 

participation would, in Grid Assurance’s reasonable judgment, increase the Sparing 

Service Fee for any Subscriber Group Member with an affiliated Transmission Group 

Member already participating in that Equipment Class by more than twenty percent 

(20%). 
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9.2.3. Any matter subject to the approval of an Equipment Committee pursuant to Section 9.2.2 of this 

Part 2 shall be deemed approved unless, within thirty (30) days of such matter being referred by 

notice to the Subscriber Representatives on such Equipment Committee: (a) Subscriber 

Representatives holding no less than two-thirds (2/3) of the voting power on that Equipment 

Committee vote to disapprove such action; and (b) at least one (1) Subscriber Representative on 

that Equipment Committee notifies Grid Assurance of such voting results, which notice shall 

include a reasonably detailed, written statement of the basis of such disapproval; provided, 

however, that Grid Assurance may, by notice to the Subscriber Representatives on an Equipment 

Committee, reduce the Equipment Committee’s thirty (30) day review period for a proposed 

Discretionary Sale pursuant to Section 4.2.3, Section 4.2.4 or Section 4.2.5 of this Part 2.   

9.2.4. Each Subscriber Representative on an Equipment Committee shall have voting rights on that 

committee equal to the Nominated Quantity of its affiliated Transmission Group Members 

participating in that Equipment Class. 

9.2.5. Grid Assurance may not eliminate an Equipment Class or modify the description of the 

Inventoried Spares to be maintained in that Equipment Class without the unanimous approval of 

the Subscriber Representatives on the Equipment Committee associated with that Equipment 

Class. 

9.3 Subscriber Representatives. 

9.3.1. The Board shall appoint the Subscriber Representatives on the initial Subscriber Advisory 

Committee, each of whom shall serve for a term not to exceed one (1) year.   

9.3.2. The initial Subscriber Advisory Committee shall have authority to establish (and each future 

Subscriber Advisory Committee shall have authority to amend) rules and procedures pertaining 

to the functions and operation of the Subscriber Advisory Committee, including with respect to 

the election and terms of office for its Subscriber Representatives and meeting notice 

requirements; provided, however, that: (a) Subscriber Group Members shall have the exclusive 

right to select the Subscriber Representatives on the Subscriber Advisory Committee (other than 

the Subscriber Representatives on the initial Subscriber Advisory Committee); (b) in the event 

there are at least three (3) Subscriber Group Members that are not Affiliates of owners of Grid 

Assurance, such Subscriber Group Members shall be entitled to select one (1) Subscriber 

Representative on the Subscriber Advisory Committee; and (c) once any Subscriber 

Representative(s) affiliated with one or more Transmission Group Members serves on the 

Subscriber Advisory Committee for two (2) consecutive terms (excluding the term(s) of any 

Subscriber Representative(s) appointed to the initial Subscriber Advisory Committee), no 

Subscriber Representative affiliated with any such Transmission Group Members shall be 

eligible to serve on the Subscriber Advisory Committee until all other Subscriber Group 

Members have had an affiliated Subscriber Representative serve (or such other Subscriber Group 

Members have waived their right to have an affiliated Subscriber Representative serve) on the 

Subscriber Advisory Committee (with such limitation on eligibility being repeated as Subscriber 

Representatives affiliated with Subscriber Group Members are re-selected to serve on the 

Subscriber Advisory Committee from time to time).   

9.3.3. Each Subscriber Representative on the Subscriber Advisory Committee or any Equipment 

Committee shall be responsible for keeping Grid Assurance apprised by notice of: (a) his or her 

identity and contact information for notices; (b) if there is a limit to his or her term as Subscriber 
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Representative, when such term ceases; and (c) the identity of his or her replacement Subscriber 

Representative.   

9.4 Board Representatives. 

9.4.1. Grid Assurance shall designate an individual to serve as a Board Representative on the 

Subscriber Advisory Committee and each Equipment Committee; provided, however, that: (a) 

there may be different Board Representatives on each such committee; and (b) Grid Assurance 

may remove or replace Board Representatives from time to time as it sees fit. 

9.4.2. Upon the appointment, removal or replacement of a Board Representative on the Subscriber 

Advisory Committee or any Equipment Committee, Grid Assurance shall provide notice to the 

Subscriber Representatives on that committee of the identify of, and contact information for 

notices to, that Board Representative.   

9.5 Notices. 

9.5.1. Notice shall be deemed to have been given to the Subscriber Representatives on the Subscriber 

Advisory Committee if such notice is delivered to all Persons then identified by notice to Grid 

Assurance as the Subscriber Representatives on the Subscriber Advisory Committee.   

9.5.2. Notice shall be deemed to have been given to a Subscriber Group Member’s Subscriber 

Representative on an Equipment Committee if such notice is delivered to the Person then 

identified by notice from that Subscriber Group Member to Grid Assurance as its Subscriber 

Representative on that Equipment Committee.   

ARTICLE 10 

SUBSCRIBER CREDIT REQUIREMENTS 

10.1 Minimum Acceptable Credit Rating. 

Subject to Section 10.2 of this Part 2, during the term of the Agreement, Subscriber shall maintain a credit 

rating on its long-term unsecured debt obligations of at least “BBB-” by S&P or “Baa3” by Moody’s. 

10.2 Alternative Credit Support. 

If, at any time during the term of the Agreement, Subscriber fails to meet the minimum credit rating set forth in 

Section 10.1 of this Part 2, it shall: (a) notify Grid Assurance of such circumstance no later than ten (10) days 

after the occurrence thereof; and (b) commencing no later than twenty (20) days after the occurrence of such 

circumstance, and continuing throughout the period in which such circumstance persists, maintain in effect: 

(a) an irrevocable, stand-by letter of credit in favor of Grid Assurance, which letter of credit 

shall (i) have a face amount no less than the Letter of Credit Amount (such amount to be 

updated on an annual basis), (ii) be issued by a United States bank that has a credit rating 

of at least A- from S&P or A3 from Moody’s, and (iii) be subject to terms and conditions 

(including a replenishment obligation) reasonably acceptable to Grid Assurance; 

(b) an irrevocable corporate guarantee of Subscriber’s payment obligations pursuant to the 

Agreement in favor of Grid Assurance, which guarantee shall be issued (i) by a guarantor 
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reasonably acceptable to Grid Assurance, and (ii) on terms and conditions reasonably 

acceptable to Grid Assurance; or 

(c) such other credit support or evidence of creditworthiness as may be reasonably 

acceptable to Grid Assurance (based on considerations applied consistently by Grid 

Assurance). 

ARTICLE 11 

INDEMNIFICATION 

11.1 Reciprocal Indemnities.   

To the fullest extent permitted by applicable law, each Party shall indemnify, defend and hold harmless such 

other Party’s Indemnified Persons from and against all Claims asserted by Third Parties to the extent caused by: 

(a) a breach of the Agreement by the Indemnifying Party; or (b) the negligent acts or omissions, or any fraud or 

willful misconduct, of the Indemnifying Party, its agents, representatives or contractors of any tier or any of 

their respective officers, directors or employees in connection with, or related to, the Agreement; provided, 

however, that Grid Assurance shall have no obligation to indemnify, defend or hold harmless any Subscriber 

Indemnified Person with respect to any Claim asserted by any of Subscriber’s customers. 

11.2 Subscriber Indemnity. 

To the fullest extent permitted by applicable law, Subscriber shall indemnify, defend and hold harmless Grid 

Assurance’s Indemnified Persons from and against all Claims asserted by any of Subscriber’s customers in 

connection with, or related to, the Agreement or any sale or unavailability of Inventoried Spares pursuant 

hereto, regardless of the underlying cause or basis of any such Claim(s). 

11.3 Defense of Indemnified Claims.   

11.3.1. Within a reasonable time after receipt by an Indemnified Person of any Claim as to which an 

indemnity obligation pursuant to the Agreement may apply, the Party associated with such 

Indemnified Person shall notify the Indemnifying Party of such fact; provided, however, that no 

delay in notifying the Indemnifying Party shall relieve such Indemnifying Party of its 

indemnification obligations except to the extent that it is materially prejudiced by such delay.  

11.3.2. The Indemnifying Party shall diligently, competently and in good faith control and conduct the 

defense of any Claim as to which an indemnity applies; provided, however, that the 

Indemnifying Party may not settle or compromise any such Claim without the Indemnified 

Person’s consent (such consent not to be unreasonably withheld, delayed or conditioned) unless 

the terms of such settlement or compromise unconditionally release the Indemnified Person from 

any and all liability with respect thereto and do not impose any obligations on any Indemnified 

Person. 

11.3.3. An Indemnified Person shall have the right to assume the defense of, and to settle or 

compromise, any indemnified Claim at the Indemnifying Party’s expense if: (a) the 

Indemnifying Party fails to acknowledge, in writing, its responsibility to assume the defense of 

such Claim; or (b) the Indemnifying Party fails to conduct the defense of such Claim. 
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11.3.4. An Indemnified Person shall have the right, at its sole cost and expense, to: (a) be represented by 

advisory counsel of its own selection; and/or (b) monitor the progress and handling of an 

indemnified Claim. 

11.4 Effect of Workers’ Compensation Laws. 

An Indemnifying Party’s obligations to indemnify, defend and hold harmless Indemnified Persons shall not be 

reduced or limited in any way by any provision of any workers’ compensation act, disability benefits act or 

other employee benefit act or by reason of any limitation on the amount or type of damages, compensation or 

benefits payable by or for the Indemnifying Party or any of its subcontractors under workers’ compensation 

acts, disability benefit acts or other employee benefit acts, and each Party hereby waives immunity under such 

acts to the extent such acts would bar recovery under, or full enforcement of, such Party’s indemnification 

obligations hereunder. 

11.5 No Limitation on Direct Claims. 

Nothing in this Article 11 shall be interpreted to limit or affect in any way any Claim by one Party (whether 

based in contract, warranty, tort, strict liability or any other theory of liability) against the other Party for 

damages resulting from the acts or omissions of such other Party. 

ARTICLE 12 

CONFIDENTIALITY 

Information provided or received by a Party pursuant to, or in connection with, the Agreement shall be subject 

to the NDA attached hereto as Schedule 12. 

ARTICLE 13 

TERM AND TERMINATION 

13.1 Initial Term.   

The initial term of the Agreement shall commence on the Execution Date and continue until the fifth (5th) 

anniversary of the Acceptance Date.   

13.2 Automatic Renewals. 

Upon the expiration of the initial term and each renewal term, the term of the Agreement shall automatically be 

renewed for a subsequent five (5) year period without any action or notice required by or to either Party. 

13.3 Termination by Subscriber. 

13.3.1. Subject to Section 13.4 of this Part 2, Subscriber may terminate the Agreement for any reason or 

no reason by delivering a Termination Notice to Grid Assurance.   

13.3.2. No later than thirty (30) days after receipt of a Termination Notice, Grid Assurance shall provide 

Subscriber with a statement of the Termination Liability that would result from a termination of 

the Agreement (which statement shall include reasonable supporting documentation).  Subscriber 

may, in its sole discretion and by notice to Grid Assurance, withdraw a Termination Notice at 

any time within fifteen (15) days of receipt of such statement.  If Subscriber fails to withdraw a 
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Termination Notice by the end of such fifteen (15) day period, the Agreement shall automatically 

terminate on and as of such date. 

13.3.3. Promptly upon receipt of a Termination Notice from a Subscriber Group Member, Grid 

Assurance shall forward a copy of that Termination Notice to all Subscriber Group Members 

with affiliated Transmission Group Members then participating in any Equipment Class(es) 

directly impacted by that Termination Notice.   

13.4 Subscriber Liability upon Termination. 

13.4.1. Upon a termination of the Agreement by Subscriber (other than pursuant to Section 3.5) or by 

Grid Assurance based on an Event of Default by Subscriber, Subscriber shall pay Grid 

Assurance: (a) all Sparing Service Fees and any other amounts owed or liabilities accrued 

pursuant to the Agreement through the date as of which the Agreement is terminated; plus (b) the 

Termination Liability.  Subscriber shall pay such amounts no later than sixty (60) days after the 

date of a Termination Notice or, if the Agreement is terminated based on an Event of Default by 

Subscriber, on the date of such termination.  Payment of such amounts shall be the sole and 

exclusive remedy for Grid Assurance, and the sole and exclusive liability of Subscriber, upon a 

termination of the Agreement by Subscriber or by Grid Assurance based on an Event of Default 

by Subscriber.   

13.4.2. If, at any time within five (5) years of the termination of the Agreement, Grid Assurance 

proposes to conduct a Discretionary Sale of an Inventoried Spare (other than pursuant to Section 

4.2.3, Section 4.2.4 or Section 4.2.5 of this Part 2) from an Equipment Class in which any of 

Subscriber’s Designated Transmission Owners participated immediately prior to that 

termination: (a) Grid Assurance shall provide advance notice of such Discretionary Sale to 

Subscriber; and (b) if Subscriber or any of its Designated Transmission Owners wishes to 

participate in the Discretionary Sale process for that Inventoried Spare, Subscriber and such 

Designated Transmission Owners shall be entitled to apply as a credit toward the purchase price 

for that Inventoried Spare an amount that, in the aggregate, is equal to the quotient of (i) the 

Equipment Contribution (as described in Schedule 13.3) applicable to that Equipment Class and 

paid by Subscriber as part of its Termination Liability divided by (ii) the number of Inventoried 

Spares in the applicable Equipment Class at the time of termination. 

ARTICLE 14 

REMEDIES; LIMITATIONS OF LIABILITY 

14.1 Remedies. 

14.1.1. Subject to any limitations of remedies and/or limitations of liability set forth herein, each Party 

shall be entitled to its remedies at law and in equity in connection with the Agreement. 

14.1.2. Without limiting a Party’s remedies in accordance with Section 14.1.1 of this Part 2, upon an 

Event of Default, the non-defaulting Party shall have the right to terminate the Agreement upon 

not less than thirty (30) days’ advance notice. 

14.1.3. Subject to any remedies that are expressly stated to be exclusive, the rights and remedies of the 

Parties pursuant to the Agreement are cumulative and the exercise of any right or remedy shall 
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not restrict, limit or prejudice in any way the exercise of any other right or remedy, concurrently 

or subsequently. 

14.2 Waiver of Consequential Damages.   

NOTWITHSTANDING ANY OTHER PROVISION OF THE AGREEMENT, EACH PARTY HEREBY 

WAIVES ANY RIGHT IT MAY HAVE AGAINST THE OTHER PARTY OR ANY OF THE OTHER 

PARTY’S CONTRACTORS OR SUPPLIERS OF ANY TIER FOR ANY SPECIAL, INDIRECT, 

INCIDENTAL, PUNITIVE, CONSEQUENTIAL OR EXEMPLARY DAMAGES OF ANY KIND OR 

NATURE WHATSOEVER, OR DAMAGES ARISING FROM, OR IN CONNECTION WITH, SUCH 

PARTY’S LOSS OF ACTUAL OR ANTICIPATED PROFITS OR REVENUES, IN EACH CASE ARISING 

OUT OF, IN CONNECTION WITH, OR RESULTING FROM THE AGREEMENT, REGARDLESS OF 

WHETHER ANY CLAIM FOR SUCH DAMAGES IS BASED ON CONTRACT, WARRANTY, TORT 

(INCLUDING NEGLIGENCE), STRICT LIABILITY OR OTHERWISE; provided, however, that this Section 

14.2 shall not prevent recovery of, or affect in any way, a Claim for indemnification pursuant to the terms 

hereof. 

14.3 Limitation of Liability.   

To the maximum extent permitted by applicable law, and notwithstanding any other provision of the 

Agreement, the aggregate liability of Grid Assurance to Subscriber, its Designated Transmission Owners, their 

Affiliates and their respective officers, directors and employees in connection with the Agreement (exclusive of 

any liabilities payable by Grid Assurance insurers) shall be limited to the greater of (a) the total amount of the 

estimated annual Sparing Service Fee described in the Fee Confirmation Notice and (b) the total amount of the 

Sparing Service Fee actually paid by Subscriber during the most recent twelve (12) Billing Periods; provided, 

however, that such limitation shall not apply to the extent that Grid Assurance’s liability is based on its fraud, 

gross negligence or willful misconduct.   

14.4 Acknowledgment. 

Each Party acknowledges and agrees that: (a) the costs and losses that would be suffered by Grid Assurance and 

other Subscriber Group Members and Transmission Group Members as a result of a termination of the 

Agreement or the reduction by Subscriber of a Nominated Quantity for any Equipment Class are difficult to 

ascertain with certainty; (b) both the Termination Liability and the Reduction Liability formulations represent 

reasonable estimates of such costs and losses; (c) neither the Termination Liability or the Reduction Liability is 

intended to be a penalty; and (d) it will not assert that the Termination Liability or the Reduction Liability 

represents a penalty.  The Termination Liability and the Reduction Liability will be due and payable by 

Subscriber in accordance with the terms and conditions of the Agreement regardless of the actual costs or losses 

suffered as a result of a termination of the Agreement by Subscriber or by Grid Assurance based on an Event of 

Default by Subscriber or the amendment of the Agreement to reduce a Nominated Quantity for any Equipment 

Class in which any of Subscriber’s Designated Transmission Owners is participating. 

ARTICLE 15 

REPRESENTATIONS, WARRANTIES AND ACKNOWLEDGEMENTS 

15.1 Mutual Representations and Warranties.   

Each Party hereby represents and warrants to the other Party, as of the Execution Date, that: 
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(a) it is duly organized, validly existing and in good standing under the laws of the 

jurisdiction of its organization, and is duly qualified to do business therein and in all other 

jurisdictions in which the nature of the business conducted by it makes such qualification 

necessary and where failure to so qualify could reasonably be expected to have a material 

adverse effect on its ability to perform its obligations pursuant to the Agreement; 

(b) it is not in violation of any applicable laws or permits or judgments issued or entered by 

any Governmental Authority, which violation, individually or in the aggregate with other 

such violations, could reasonably be expected to have a material adverse effect on its 

ability to perform its obligations pursuant to the Agreement; 

(c) there are no Claims pending or, to its knowledge, threatened against it which, if adversely 

determined, could reasonably be expected to have a material adverse effect on its ability 

to perform its obligations pursuant to the Agreement; 

(d) none of the execution, delivery or performance of the Agreement conflict with, or result 

in a violation or breach of, the terms of its charter, by-laws or other organizational 

documents or any applicable law, regulation, order, writ, injunction, award, judgment or 

decree of any court or Governmental Authority or any agreement, contract, indenture or 

other instrument to which it or its assets is bound or to which it or its assets is subject; 

(e) the execution, delivery and performance of the Agreement have been duly authorized by 

all requisite corporate or other company action and it has all requisite corporate or other 

company power and authority to enter into the Agreement and perform its obligations 

hereunder; and 

(f) the Agreement has been duly and validly executed and delivered by it and constitutes its 

legal, valid and binding obligation enforceable against it in accordance with its terms, 

except as such enforceability may be limited by bankruptcy, insolvency, reorganization, 

moratorium or other similar laws relating to the enforcement of creditors’ rights generally 

or by the application of general equitable principles (regardless of whether considered in 

a proceeding at law or in equity). 

15.2 Subscriber Representation and Warranty. 

Subscriber hereby represents and warrants to Grid Assurance, as of the Execution Date, that: 

(a) each Designated Transmission Owner is the direct owner or lessee of an electric 

transmission system; and  

(b) each Nominated Quantity represents Subscriber’s reasonable estimate, based on Good 

Utility Practice, of the number of Inventoried Spares that its Designated Transmission 

Owners, in the aggregate, may require to restore electric service following a Qualifying 

Event.  

15.3 Subscriber Acknowledgements. 

Subscriber hereby acknowledges and agrees that: 
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(a) certain Subscriber Group Members and Transmission Group Members are Affiliates of 

certain owners of Grid Assurance;  

(b) Grid Assurance cannot, and is making no attempt or representation as to its ability to, 

maintain quantities of Inventoried Spares that will be adequate to meet the needs of all 

Transmission Group Members in all circumstances, including circumstances in which 

one or more Qualifying Events affect multiple Transmission Group Members 

simultaneously or other circumstances that result in damage, destruction or inoperability 

of transmission-related equipment of Transmission Group Members that is beyond the 

needs planned for by the Sparing Protocols; and 

(c) application of the Deployment Protocols may result in prioritized sales of Inventoried 

Spares to Transmission Group Members other than Subscriber’s Designated 

Transmission Owners, including in situations where one (1) or more Designated 

Transmission Owners may have suffered Qualifying Events and there are insufficient 

Inventoried Spares to satisfy the needs of all Transmission Group Members, including 

Subscriber’s Designated Transmission Owners. 

ARTICLE 16 

ASSIGNMENT 

16.1 Assignments Subject to Approval. 

Any assignment of the Agreement (other than an assignment described in Section 16.2 of this Part 2) shall be 

subject to the approval of the non-assigning Party, such approval not to be unreasonably withheld, delayed or 

conditioned. 

16.2 Permitted Assignments. 

16.2.1. Subject to the conditions set forth in Section 16.3 and Section 16.4 of this Part 2, Grid Assurance 

hereby consents to the assignment of the Agreement in its entirety by Subscriber to a purchaser 

or transferee of all or any material portion of the electric transmission system(s) of one (1) or 

more of Subscriber’s Designated Transmission Owners. 

16.2.2. Each Party hereby consents to a collateral assignment of the Agreement by the other Party to a 

Lender and, subject to the conditions set forth in Section 16.3 of this Part 2, to the subsequent 

assignment by such Lender to a purchaser or transferee of all or any material portion of the 

electric transmission system(s) of one (1) or more of Subscriber’s Designated Transmission 

Owners. 

16.3 Conditions to Assignments. 

16.3.1. Any assignment by Subscriber (other than a collateral assignment to a Lender pursuant to 

Section 16.2.2 of this Part 2) shall be subject to receipt by Grid Assurance, in form and substance 

reasonably acceptable to Grid Assurance, of: (a) a written certification by the assignee that the 

representations and warranties set forth in Section 15.1 and Section 15.2 of this Part 2 are true 

and correct as to the assignee as of the date of the assignment; (b) a written acknowledgement by 

the assignee of the matters set forth in Section 15.3 of this Part 2; and (c) evidence that the 

assignee is in compliance with Article 10 of this Part 2 (Subscriber Credit Requirements). 
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16.3.2. No assignment of the Agreement shall act to release, or be deemed to release, the assigning Party 

from any of its obligations hereunder unless the assignee (including a purchaser or transferee of 

all or any material portion of the electric transmission system of a Designated Transmission 

Owner from a Lender pursuant to a collateral assignment to such Lender pursuant to Section 

16.2.2 of this Part 2) enters into an agreement, in form and substance reasonably acceptable to 

the non-assigning Party, to assume the obligations and liabilities of the assigning Party. 

16.4 Partial Transfers of Subscriber’s Electric Transmission System. 

16.4.1. In the event Subscriber or any Affiliate thereof enters into a transaction, the result of which will 

be that any material portion of the electric transmission system(s) of any Designated 

Transmission Owner will be owned by a Third Party and, as a result of such transaction, 

Subscriber desires to reduce the Nominated Quantity in any Equipment Class in which any of its 

Designated Transmission Owners then participates:  

(a) Grid Assurance shall, at Subscriber’s request, negotiate in good faith with the Third Party 

Transmission Purchaser in an effort to enter into one (1) or more new Subscription 

Agreements with such Third Party Transmission Purchaser and/or its Affiliate(s); 

(b) if, in connection with a transaction described in this Section 16.4.1, the Third Party 

Transmission Purchaser and/or its Affiliates enter into one (1) or more new Subscription 

Agreements (or amend one (1) or more existing Subscription Agreements) and, pursuant 

thereto, the amount of any reduction in the Nominated Quantity pursuant to an 

amendment of the Agreement (for each Equipment Class for which the Nominated 

Quantity was reduced by such amendment) is included in any new, or added to any 

amended, Subscription Agreement(s) executed by the Third Party Transmission 

Purchaser and/or its Affiliates, notwithstanding Section 6.4 of this Part 2, Subscriber shall 

not be liable for any Reduction Liability in connection with the reduction in Nominated 

Quantity(ies) pursuant to such amendment of the Agreement; and 

(c) if, in connection with a transaction described in this Section 16.4.1, the Third Party 

Transmission Purchaser and/or its Affiliates do not enter one (1) or more new 

Subscription Agreements (or amend one (1) or more existing Subscription Agreements) 

pursuant to which the amount of any reduction in the Nominated Quantity pursuant to an 

amendment of the Agreement (for each Equipment Class for which the Nominated 

Quantity was reduced by such amendment) is not fully added to new or amended 

Subscription Agreement(s) executed by the Third Party Transmission Purchaser and/or its 

Affiliates, Subscriber shall be liable for the Reduction Liability calculated based on the 

difference (for each Equipment Class for which the Nominated Quantity was reduced by 

such amendment) between (i) Subscriber’s Nominated Quantity immediately prior to the 

amendment of the Agreement, and (ii) the total Nominated Quantities of Third Party 

Transmission Purchaser and its Affiliates under any new or amended Subscription 

Agreements. 

16.4.2. Subscriber shall pay any Reduction Liability owed in connection with an amendment of the 

Agreement to reduce any Nominated Quantity(ies) pursuant to Section 16.4.1(c) of this Part 2 no 

later than thirty (30) days after the effective date of such amendment.  
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ARTICLE 17 

NOTICES 

17.1 Manner of Notice. 

All notices, approvals, consents or other communications required or authorized pursuant to the Agreement 

must be in writing, addressed to the other Party at the address(es) specified on Schedule 17 and shall be 

delivered by electronic mail (with confirmation of receipt), hand delivery or nationally recognized overnight 

courier service and shall be deemed given on the Business Day following the day on which it was delivered 

(unless hand delivered prior to 5:00 p.m. local time on a Business Day, in which case it shall be deemed 

received on such day). 

17.2 Change in Notice Information.   

Subscriber may modify the notice information set forth on Schedule 17 by providing notice of such 

modification to Grid Assurance in accordance with Section 17.1 of this Part 2.  Upon receipt of modified notice 

information from Subscriber or if Grid Assurance desires to modify its notice information, Grid Assurance shall 

prepare and provide to Subscriber a revised Schedule 17 setting forth the modified notice information, which 

revised schedule shall automatically, as of the date of delivery thereof to Subscriber: (a) be deemed to replace, 

supersede and be substituted for the Schedule 17 previously attached hereto; and (b) become part of the 

Agreement. 

ARTICLE 18 

NON-RECOURSE OBLIGATIONS 

Notwithstanding any other provision of the Agreement, no Person other than the Parties hereto (including 

officers, employees, executives, directors, members, shareholders, agents and authorized representative of the 

Parties and their respective Affiliates) shall have any liability in connection with, or related to, the Agreement 

or any performance or non-performance hereunder other than, in the case of Subscriber, liability pursuant to the 

terms of a letter of credit, guarantee or other credit support provided pursuant to Article 10 of this Part 2. 

ARTICLE 19 

GOVERNING LAW 

The rights and obligations of the Parties arising out of the Agreement shall be governed in all respects by, and 

enforced in accordance with, the laws of the State of New York (excluding Section 5-323 of the New York 

General Obligations Law) without regard to its conflicts of laws principles (other than Section 5-1401 of the 

New York General Obligations Law). 

ARTICLE 20 

JURISDICTION, VENUE AND WAIVER OF JURY TRIAL 

20.1 Jurisdiction. 

Each Party hereby consents to personal jurisdiction in the State of Ohio for any Claim arising out of, or in 

connection with, the Agreement. 

20.2 Venue. 
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20.2.1. Each Party hereby consents to venue in the state and federal courts sitting in the State of Ohio for 

any Claim arising out of, or in connection with, the Agreement. 

20.2.2. TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, EACH PARTY 

IRREVOCABLY WAIVES ANY OBJECTION THAT IT MAY NOW OR HEREAFTER 

HAVE TO THE LAYING OF VENUE IN ANY STATE OR FEDERAL COURT SITTING IN 

FRANKLIN COUNTY, OHIO IN ANY ACTION OR PROCEEDING ARISING OUT OF, OR 

RELATING TO, THE AGREEMENT, AND HEREBY FURTHER IRREVOCABLY WAIVES 

AND AGREES NOT TO PLEAD OR CLAIM IN ANY SUCH COURT THAT ANY SUCH 

ACTION OR PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM. 

20.3 Waiver of Right to Jury Trial.   

TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, AND AS SEPARATELY 

BARGAINED-FOR CONSIDERATION, EACH PARTY HEREBY WAIVES ANY RIGHT TO TRIAL 

BY JURY IN CONNECTION WITH ANY CLAIM ARISING OUT OF, OR IN CONNECTION WITH, 

THE AGREEMENT. 

ARTICLE 21 

MISCELLANEOUS PROVISIONS 

21.1 Contract Interpretation. 

The following rules of construction shall apply when interpreting the Agreement: 

(a) all references in the Agreement to Parts, Articles, Sections and Schedules refer to Parts, 

Articles, Sections and Schedules of the Agreement unless expressly provided otherwise; 

(b) the headings appearing in the Agreement are for convenience only, do not constitute any 

part of the Agreement and shall be disregarded in construing the language contained 

herein; 

(c) the terms “herein,” “hereby,” “hereunder,” “hereof” and terms of similar import in the 

Agreement refer to the Agreement as a whole and not to any particular subdivision unless 

expressly so limited and the term “this Section” refers only to the Section hereof in which 

such words occur;  

(d) the word “including” (in its various forms) means “including without limitation”; 

(e) each Schedule to the Agreement shall be deemed to be incorporated herein by reference 

as if such Schedule were set forth in its entirety herein; and 

(f) no term of the Agreement shall be construed in favor of, or against, a Party as a 

consequence of one Party having had a greater role in the preparation or drafting of the 

Agreement, but shall be construed as if the language were mutually drafted by each Party 

with full assistance of counsel. 

21.2 Entire Agreement.   
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The Agreement constitutes the entire agreement between the Parties with respect to the subject matter hereof 

and supersedes all previous and collateral agreements or understandings with respect to such subject matter.   

21.3 Amendments.   

Subject to Section 2.2.3 and Section 4.3.3 of this Part 2, amendments to the Agreement shall only be effective if 

made in writing and signed by both Parties; provided, however, that amended Schedules may be replaced as 

expressly authorized herein and shall thereby become part of the Agreement.  Any amendment of the 

Agreement shall be effective upon execution and delivery thereof by the Parties. 

21.4 Further Assurances.   

Each Party agrees to provide such information, execute and deliver any instruments and documents and to take 

such other actions as may be necessary or reasonably requested by each other Party in order to give full effect to 

the Agreement. 

21.5 Severability.   

If any provision of the Agreement is held to be illegal, invalid or unenforceable under present or future laws: (a) 

such provision shall be fully severable; (b) the Agreement shall be construed and enforced as if such illegal, 

invalid or unenforceable provision had never comprised a part of the Agreement; (c) the remaining provisions 

of the Agreement shall remain in full force and effect and shall not be affected by the illegal, invalid or 

unenforceable provision or by its severance from the Agreement; and (d) the Parties shall negotiate in good 

faith in attempting to amend such provision so that it is legal, valid and enforceable and would produce as 

nearly as possible the intended rights and obligations of the Parties.   

21.6 Sole Benefit.   

The Agreement and all rights hereunder are intended for the sole benefit of the Parties and shall not imply or 

create any rights on the part of, or obligations to, any other Person except to the extent expressly provided 

herein with respect to the rights of, and obligation to, Indemnified Persons and Designated Transmission 

Owners. 

21.7 Counterparts.   

The Parties may execute and deliver the Agreement in counterparts, all of which shall be deemed originals.  

Signatures delivered by facsimile or other electronic means shall be as valid as original ones. 

21.8 Survival.   

The provisions of the Agreement that by their nature survive its termination (including Article 11 

(Indemnification), Section 13.4 (Subscriber Liability upon Termination) Article 14 (Remedies; Limitations of 

Liability) and Article 15 (Representations, Warranties and Acknowledgements) of this Part 2) shall survive such 

termination. 

21.9 No Partnership; Independent Contractor.   

21.9.1. The Agreement shall not be construed as creating a joint venture or partnership between the 

Parties. 
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21.9.2. Grid Assurance shall perform its obligations pursuant to the Agreement as an independent 

contractor to Subscriber and shall not in any respect be deemed an agent of Subscriber for any 

purpose or reason whatsoever.  Grid Assurance is an independent contractor and all of 

employees and agents shall be subject solely to the control, supervision and authority of Grid 

Assurance.   

21.10 Waivers.   

No waiver of any of the provisions of the Agreement shall be binding unless in writing and signed by a duly 

authorized representative of the Party or, if applicable, the Indemnified Person to be bound.  No waiver by a 

Party of any right or obligation hereunder shall be interpreted as constituting a waiver going forward with 

respect to any similar or related circumstance. 

  

[END OF PART 2] 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

SCHEDULE 2.1 

EQUIPMENT CLASSES, DESIGNATED TRANSMISSION OWNERS 

AND NOMINATED QUANTITIES 

Designated Transmission Owners 

 

PUBLIC SERVICE COMPANY OF OKLAHOMA 

OHIO POWER COMPANY 

AEP TEXAS INC. 

AEP OHIO TRANSMISSION COMPANY, INC. 

AEP OKLAHOMA TRANSMISSION COMPANY, INC.  

APPALACHIAN POWER COMPANY  

AEP APPALACHIAN TRANSMISSION COMPANY, INC.  

ELECTRIC TRANSMISSION TEXAS, LLC  

INDIANA MICHIGAN POWER COMPANY 

AEP INDIANA MICHIGAN TRANSMISSION COMPANY, INC. 

KINGSPORT POWER COMPANY 

KENTUCKY POWER COMPANY 

AEP KENTUCKY TRANSMISSION COMPANY, INC.  

SOUTHWESTERN ELECTRIC POWER COMPANY 

WHEELING POWER COMPANY  

AEP WEST VIRGINIA TRANSMISSION COMPANY, INC.  

Nominated Quantities 

 

Equipment Class Nominated 

Quantity* 

Circuit Breaker – CB-500 NP 

Circuit Breaker – CB-345 15 

Circuit Breaker – CB-230 NP 

Circuit Breaker – CB-161 NP 

Circuit Breaker – CB-138 20 

Circuit Breaker – CB-115 NP 

Circuit Breaker – CB-069 NP 

Transformer – H500-L345 (1ø) NP 

Transformer – H500-L230 560-2.1 NP 

Transformer – H500-L230 (3φ) 675 2.9 NP 

Transformer – H500-L069 NP 

Transformer – H345-L230 NP 

Transformer – H345-L161 NP 

Transformer – H345-L138 450-2.3 5 

Transformer – H345-L125 NP 

Transformer – H345-L161-115 560 2.3 NP 
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Transformer – H345-L069 NP 

Transformer – H230-L161/138 250-4.5 NP 

Transformer – H230-L115 400-3.8 NP 

Transformer – H230-L069 NP 

 

 

 

 

* NP signifies that Subscriber is not participating in the designated Equipment Class. 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

SCHEDULE 2.2 

SPARING PROTOCOLS 

1. Equipment Classes will be established in a manner intended to allow Subscriber Group Members to 

benefit from cost sharing and pooling.   

2. The Target Inventory Level for each Equipment Class will be established based on a documented 

methodology that will provide for consideration of various factors, including:   

a. the Nominated Quantities of Subscriber Group Members participating in the Equipment Class; 

b. input from the Equipment Committee associated with that Equipment Class;  

c. the types of Qualifying Event that could reasonably be expected to occur; 

d. the perceived risk or probability of a Qualifying Event occurring; and 

e. the anticipated magnitude of damage resulting from one or more Qualifying Events, including 

reasonably coincident Qualifying Events.   

3. In evaluating the risk of technological or physical obsolescence of an Inventoried Spare, various factors 

will be considered, including: 

a. the condition of the Inventoried Spare, as determined by tests and checks; 

b. the length of time the Inventoried Spare has been in storage;  

c. the then-current state of the Equipment Manufacturer’s warranty on the Inventoried Spare;  

d. maintenance previously performed or needed on the Inventoried Spare; and 

e. technological changes pertaining to the Inventoried Spare and comparable equipment. 

4. The Target Inventory Level for each Equipment Class will be re-evaluated from time to time, including 

after the deployment of an Inventoried Spare from that Equipment Class.  When the number of 

Inventoried Spares in an Equipment Class is less than the Target Inventory Level, the stock of 

Inventoried Spares will be replenished to the Target Inventory Level as soon as reasonably practicable 

consistent with Good Utility Practice and Grid Assurance’s procurement policies and practices.  

Inventoried Spares may be procured on an expedited basis if appropriate. 

5. A variety of factors will be used in evaluating the types of Inventoried Spares to procure for each 

Equipment Class, including:  

a. the technical requirements of Subscriber Group Members participating in the applicable 

Equipment Class;  
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b. industry experience with the equipment and the Equipment Manufacturer;  

c. price;  

d. commercial terms and conditions (including warranty provisions) available from Equipment 

Manufacturers; and 

e. the expected delivery date. 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

SCHEDULE 2.7 

INSURANCE REQUIREMENTS 

1. Required Insurance Coverage   

 

(a) Workers’ Compensation and Employers’ Liability.  If required, Grid Assurance shall maintain 

Workers’ Compensation insurance coverage with statutory limits or qualified self-insurance in 

compliance with all applicable laws.  Grid Assurance shall maintain Employers’ Liability 

insurance coverage in the amount not less than $1,000,000 bodily injury each accident, 

$1,000,000 for each employee by disease and $1,000,000 disease policy limit. 

 

(b) Automobile Liability Insurance.  Grid Assurance shall maintain Automobile Liability insurance 

coverage in respect of all owned, non-owned and hired motor vehicles used on public highways.  

The limit of liability shall not be less than $1,000,000 combined single limit for all owned, non-

owned and hired motor vehicles.   

 

(c) Aircraft Liability Insurance.  If required and if aircraft are used in connection with performance 

by Grid Assurance, Grid Assurance shall maintain Aircraft Liability insurance coverage in 

respect of all aircraft owned, non-owned, hired or chartered for use, if any. The limit of liability 

shall not be less than $10,000,000 per occurrence. 

 

(d) Commercial General Liability.  Grid Assurance shall maintain Commercial General Liability and 

Excess Liability insurance coverage for Grid Assurance’s legal liability arising out of Grid 

Assurance operations with bodily injury, property damage and personal injury liability limits of 

commercially reasonable amounts consistent with Good Utility Practice.  This requirement may 

be satisfied with any combination of primary or excess liability coverage and/or by a self-insured 

retention followed by excess liability insurance coverage.   

 

(e) Property Insurance.  Grid Assurance shall maintain All-Risk Property insurance coverage for 

Grid Assurance property.  Coverage shall be written on an “All-Risk” form at replacement cost 

valuation and shall include coverage for earth movement and flood, collapse, sinkhole, 

subsidence and removal of debris.   

 

2. Self-Insured Retentions and Deductibles   

 

Grid Assurance shall have the right to determine, in its reasonable judgment, the level of its self-insured 

retentions and/or deductibles under its insurance coverages. 

3. Evidence of Insurance 
 

Upon the request of Subscriber, Grid Assurance shall provide Subscriber with evidence of any insurance 

coverage required pursuant to this Schedule 2.7,  
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4. Insurance Company Standards 

   

All insurance coverage required pursuant to this Schedule 2.7 shall be issued by insurance companies 

having an A.M. Best rating of A- / VII or better as long as rated carriers are available.  Other insurers 

may be used at the discretion of Grid Assurance.  

5. Endorsements 
 

To the extent the following endorsements may be obtained on a commercially reasonable basis without 

materially adversely affecting the quality of Grid Assurance’s coverage for insured risks, Grid 

Assurance shall cause the insurance coverage required pursuant to this Schedule 2.7 to include the 

following endorsements: 

i. the insurer shall waive all rights of recovery and subrogation against Subscriber, its Affiliates 

and their respective officers, directors and employees; and 

 

ii. the liability insurance policies shall include Subscriber as an additional insured with respect to 

Subscriber’s liability arising out of the operations of Grid Assurance. 

 

6. Primary and Non-Contributory Coverage 

 

The insurance coverage required pursuant to this Schedule 2.7 shall be primary to, and non-contributory 

with, any insurance or self-insurance of Subscriber. 

7. Several Liability and Cross Liability 

 

All Commercial General Liability and Excess/Umbrella Liability insurance coverage maintained by 

Grid Assurance pursuant to this Section 2.7 shall include severability of interest and cross-liability 

clauses. 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

SCHEDULE 3.2 

 

FORM OF FEE CONFIRMATION NOTICE 

Reference is made to that certain Subscription Agreement dated as of __________, 20___ (the “Agreement”) 

between __________ [NAME OF SUBSCRIBER] (“Subscriber”) and Grid Assurance LLC (“Grid 

Assurance”).  Capitalized terms used but not defined in this Fee Confirmation Notice shall have the meanings 

ascribed to such terms in the Agreement. 

Subscriber hereby confirms and serves notice to Grid Assurance that: 

1. as of the date hereof, Subscriber is in receipt of a valid Fee Estimate Certification that covers every 

Equipment Class in which each Designated Transmission Owner is participating, as such Equipment 

Classes are designated on Schedule 2.1 of the Agreement (which Fee Estimate Certification is attached 

hereto as Attachment 1); 

2. Subscriber has not received any Fee Estimate Certification after the Fee Estimate Certification attached 

hereto as Attachment 1; 

3. the estimated Sparing Service Fee set forth in the Fee Estimate Certification attached hereto as 

Attachment 1 is acceptable; and 

4. this Fee Confirmation Notice is irrevocable by Subscriber but shall automatically be rendered invalid if, 

after the date hereof, Grid Assurance delivers a new Fee Estimate Certification to Subscriber. 

[NAME OF SUBSCRIBER] 

 

By: ______________________________ 

 [NAME OF DULY AUTHORIZED OFFICER] 

 [TITLE] 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

SCHEDULE 4.1 

 

FORM OF QE PURCHASE NOTICE 

Reference is made to that certain Subscription Agreement dated as of __________, 20___ (the “Agreement”) 

between __________ [NAME OF SUBSCRIBER] (“Subscriber”) and Grid Assurance LLC (“Grid 

Assurance”).  Capitalized terms used but not defined in this QE Purchase Notice shall have the meanings 

ascribed to such terms in the Agreement. 

The undersigned (“[NAME OF DESIGNATED TRANSMISSION OWNER]”) hereby confirms and serves 

notice to Grid Assurance that: 

5. [NAME OF DESIGNATED TRANSMISSION OWNER] is a Designated Transmission Owner under 

the Agreement. 

6. On or about [DATE], a Qualifying Event occurred which damaged, destroyed or materially impaired the 

safe operation of equipment comprising [NAME OF DESIGNATED TRANSMISSION OWNER]’s 

electric transmission system. 

7. Set forth in Attachment 1 hereto is a description of the Qualifying Event and its impact on [NAME OF 

DESIGNATED TRANSMISSION OWNER]’s electric transmission system, other interconnected 

transmission systems and electric consumers. 

8. As a result of the Qualifying Event described in Attachment 1 hereto, [NAME OF DESIGNATED 

TRANSMISSION OWNER] desires to purchase the type(s) and quantity of Inventoried Spares 

identified in Attachment 2 hereto. 

9. [NAME OF DESIGNATED TRANSMISSION OWNER] is purchasing the Inventoried Spare(s) 

referenced in Attachment 2 hereto for its own account either to replace electric transmission equipment 

that has been damaged, destroyed or materially impaired by a Qualifying Event or to replace spare 

equipment that has been installed or will be installed to replace electric transmission equipment that has 

been damaged, destroyed or materially impaired by a Qualifying Event. 

10. The Agreement is in full force and effect as of the date hereof. 

[NAME OF DESIGNATED TRANSMISSION OWNER] 

 

By: ______________________________ 

 [NAME OF DULY AUTHORIZED OFFICER] 

 [TITLE] 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

SCHEDULE 4.3 

DEPLOYMENT PROTOCOLS 

1. Upon the occurrence of a Qualifying Event affecting one or more Transmission Group Members, 

deployments of Inventoried Spares from an Equipment Class will be made on a first priority basis to 

Transmission Group Members participating in that Equipment Class (up to their respective Nominated 

Quantities, recognizing that multiple Transmission Group Members covered by a single Subscription 

Agreement will, in the aggregate, be limited to the Nominated Quantity for an Equipment Class).  Such 

deployments shall be considered “Tier 1” deployments for purposes of these Deployment Protocols. 

2. Grid Assurance will utilize the following priorities when considering Discretionary Sales of Inventoried 

Spares from an Equipment Class: 

a. Tier 2 – to Transmission Group Members participating in that Equipment Class, in quantities 

above their respective Nominated Quantities, based on one or more Qualifying Events affecting 

such Transmission Group Members; 

b. Tier 3 – to Transmission Group Members not participating in that Equipment Class based on one 

or more Qualifying Events affecting such Transmission Group Members;   

c. Tier 4 – to Persons other than Transmission Group Members, at their request based on one or 

more circumstances that would be Qualifying Events if such Persons were Transmission Group 

Members participating in that Equipment Class; 

d. Tier 5 – to Transmission Group Members participating in that Equipment Class based on 

circumstances that are not a Qualifying Event; and   

e. Tier 6 – to Persons other than Transmission Group Members based on circumstances that would 

not be a Qualifying Event if such Persons were Transmission Group Members participating in 

that Equipment Class. 

3. For purposes of applying these Deployment Protocols, reasonably coincident Qualifying Events 

affecting one or more Transmission Group Members may be considered simultaneously by Grid 

Assurance (without reference to the actual timing of their occurrence). 

4. If the number of Inventoried Spares in an Equipment Class is inadequate to satisfy the demands of 

Transmission Group Members within a Tier described above, Inventoried Spares will be deployed in 

accordance with the terms of the Agreement on a non-discriminatory basis taking into consideration the 

following factors to the extent known by Grid Assurance: 

a. within Tier 2, the relative Nominated Quantities of the Transmission Group Members 

participating in an Equipment Class (recognizing that multiple Transmission Group Members 

covered by a single Subscription Agreement will, in the aggregate, be limited to the Nominated 

Quantity for the applicable Equipment Class);  

b. the impact on the stability of the bulk electric transmission network;  
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c. the total electric load and number of customers impacted; and 

d. whether electric service can be restored with fewer Inventoried Spares than the quantities 

requested by the Transmission Group Members. 

5. If there are multiple Inventoried Spares in an Equipment Class that are capable of meeting the needs of a 

purchaser, Inventoried Spares will be deployed from the GA Warehouse closest to the purchaser’s 

affected facility on a “First In-First Out” basis for each Equipment Class.  For a Discretionary Sale 

initiated by Grid Assurance (i.e., not based on a request of a Transmission Group Member or other 

prospective purchaser), an Inventoried Spare may be deployed from an Equipment Class other than on a 

“First In-First Out” basis so long as all Transmission Group Members participating that Equipment 

Class are allowed to participate in the process by which the Discretionary Sale is conducted.   
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

SCHEDULE 4.5 

 

STANDARD TERMS FOR SALES OF INVENTORIED SPARES 

1. Delivery. 

Sales of Inventoried Spares will be made on a Free Carrier (FCA) basis (Incoterms 2010) at the GA 

Warehouse at which such Inventoried Spares are located.   

The Transmission Group Member will be solely responsible for: 

a) providing Grid Assurance with prompt notice of the identity of the designated carrier and the 

proposed transportation vehicle(s) to be used to receive the Inventoried Spares;  

b) providing all necessary transportation vehicles, all of which will be subject to Grid Assurance’s 

approval, such approval not to be unreasonably withheld, delayed or conditioned;  

c) insuring all Inventoried Spare while in transit and thereafter; and  

d) arranging and paying for import clearance, if applicable. 

Grid Assurance will be solely responsible for: (i) loading all Inventoried Spares onto the transportation 

vehicle of the Transmission Group Member’s carrier; and (ii) clearing Inventoried Spares for export, if 

applicable.   

Grid Assurance and the Transmission Group Member will reasonably cooperate in connection with the 

transportation of Inventoried Spares from a GA Warehouse, including with respect to scheduling the 

pick-up and delivery thereof. 

2. Taxes and Other Fees. 

As between the parties to the purchase and sale agreement, the Transmission Group Member will be 

solely responsible for all taxes, duties (including custom duties), assessments, fees (including export 

fees) and other costs and charges incurred in connection with, or as a result of, the purchase of 

Inventoried Spares. 

Grid Assurance will reasonably cooperate with the Transmission Group Member to minimize any taxes, 

duties, assessments, fees and other costs and charges incurred in connection with, or as a result of, the 

sale of the Inventoried Spares; provided, however, that the Transmission Group Member will be solely 

responsible for notifying Grid Assurance of any actions or filings required to be taken or made, and 

providing exemption certificates and other documentation that may need to be completed or filed, to 

minimize any such taxes, duties, assessments, fees and other costs and charges. 
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3. Operational Testing. 

To the extent required by Good Utility Practice, Grid Assurance will conduct Operational Testing of 

Inventoried Spares prior to the delivery thereof to the Transmission Group Member.  Grid Assurance 

will allow the Transmission Group Member and its representatives to witness, and shall reasonably 

cooperate with the Transmission Group Member to schedule, such Operational Testing; provided, 

however, that:  (a) such Persons must agree to comply with Grid Assurance’s standard health, safety, 

security and confidentiality requirements; and (b) Grid Assurance will not be responsible or liable in any 

way for any delays to the extent caused by or due to the Transmission Group Member or its 

representatives witnessing Operational Testing of Inventoried Spares. 

4. Warranties. 

Grid Assurance will warrant that each Inventoried Spare sold by Grid Assurance to the Transmission 

Group Member: 

a) has not been operated since its acquisition by Grid Assurance other than for purposes of 

Operational Testing, maintenance and other activities consistent with Good Utility Practice; and 

b) has been properly stored and maintained in accordance with Good Utility Practice and any 

additional requirements necessary to keep Equipment Manufacturers’ warranties in effect during 

applicable warranty periods. 

Grid Assurance will not make any other express warranties in connection with a sale of any Inventoried 

Spares.  All implied warranties with respect to any such sale will be expressly disclaimed. 

Grid Assurance will not be liable for the breach of any warranty to the extent such breach is caused by, 

or results from, Force Majeure. 

5. Assignment of Equipment Manufacturer Terms. 

Upon a sale of any Inventoried Spare to the Transmission Group Member, Grid Assurance will assign to 

the Transmission Group Member any warranties, indemnities and other terms and conditions that: (a) 

the Equipment Manufacturer of such Inventoried Spare agreed to upon the sale thereof to Grid 

Assurance; (b) remain in effect at the time of sale by Grid Assurance; and (c) are assignable.  Sales of 

Inventoried Spares will be subject to any restrictions, limitations and conditions imposed by the 

applicable Equipment Manufacturer and made known to the Transmission Group Member at the time of 

sale, including any such conditions pertaining to the transportation, delivery and/or installation of the 

Inventoried Spares. 

6. Title and Risk of Loss. 

Title to, and risk of loss of, each Inventoried Spare sold by Grid Assurance to the Transmission Group 

Member will transfer when such Inventoried Spare is loaded onto the vehicle of the Transmission Group 

Member’s designated carrier at a GA Warehouse.   
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7. No Liens. 

Any Inventoried Spare sold by Grid Assurance to the Transmission Group Member will be delivered 

free and clear of all liens and encumbrances. 

8. Payment. 

Payment for Inventoried Spares will be due and payable in full thirty (30) days after delivery of a proper 

invoice, which Grid Assurance shall provide upon delivery (unless the Transmission Group Member is 

providing credit support in the form of pre-payment, in which case Grid Assurance shall provide the 

Transmission Group Member with an invoice, and payment shall be due, prior to delivery).   

9. Credit Support. 

If, at the time of sale of any Inventoried Spares, the Transmission Group Member does not have a credit 

rating on its long-term unsecured debt obligations of at least “BBB-” by S&P or “Baa3” by Moody’s, 

such sale will be subject to the Transmission Group Member providing Grid Assurance with: 

a) an irrevocable, stand-by letter of credit in favor of Grid Assurance, which letter of credit shall (i) 

have a face amount equal to the purchase price of the Inventoried Spare, (ii) be issued by a 

United States bank having a credit rating of at least A- from S&P or A3 from Moody’s, and (iii) 

be subject to terms and conditions reasonably acceptable to Grid Assurance; 

b) an irrevocable corporate guarantee in favor of Grid Assurance issued by a guarantor reasonably 

acceptable to Grid Assurance on terms and conditions reasonably acceptable to Grid Assurance;  

c) full payment of the purchase price prior to delivery; or 

d) such other credit support or evidence of creditworthiness as may be reasonably acceptable to 

Grid Assurance (based on considerations applied consistently by Grid Assurance). 

10. Indemnification. 

In connection with a sale of any Inventoried Spare, each party to the purchase and sale agreement will 

indemnify, defend and hold harmless the other party’s Indemnified Persons from and against all Claims 

asserted by Third Parties to the extent caused by: (a) a breach of that purchase and sale agreement by the 

indemnifying party; or (b) the negligent acts or omissions, or any fraud or willful misconduct, of the 

indemnifying party, its agents, representatives or contractors of any tier or any of their respective 

officers, directors or employees in connection with, or related to, that purchase and sale agreement; 

provided, however, that Grid Assurance shall have no obligation to indemnify, defend or hold harmless 

the Transmission Group Member, its affiliated Subscriber Group Member or any of such Subscriber 

Group Member’s Subscriber Indemnified Persons with respect to any Claim asserted by any customers 

of the Transmission Group Member or any of its Affiliates. 

The Transmission Group Member will indemnify, defend and hold harmless Grid Assurance’s 

Indemnified Persons from and against all Claims asserted by any customers of the Transmission Group 

Member or its Affiliates in connection with, or related to, a purchase and sale of any Inventoried Spare. 
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11. Insurance. 

Each of Grid Assurance and the Transmission Group Member will be obligated to: (a) procure and 

maintain (through Third Party insurers or self-insurance programs reasonably acceptable to the other 

party) specified property and liability insurance coverage; and (b) provide evidence of required 

insurance coverage upon the request of the other party. 

12. Remedies; Limitations of Liability. 

Grid Assurance’s aggregate liability in connection with the purchase and sale of any Inventoried Spare 

will be limited to the purchase price of such Inventoried Spare, except to the extent of damages caused 

by Grid Assurance’s gross negligence, fraud or willful misconduct.   

The Transmission Group Member’s exclusive remedy against Grid Assurance for a failure by Grid 

Assurance to properly deliver any Inventoried Spare will be repair or replacement of such equipment or 

reimbursement of the purchase price. 

Each of Grid Assurance and the Transmission Group Member will waive any right it may have against 

the other party or any of the other party’s contractors or suppliers of any tier for any special, indirect, 

incidental, punitive, consequential or exemplary damages of any kind or nature whatsoever, or damages 

arising from, or in connection with, such party’s loss of actual or anticipated profits or revenues, in each 

case arising out of, in connection with, or resulting from the purchase or sale of any Inventoried 

Spare(s), regardless of whether any claim for such damages is based on contract, warranty, tort 

(including negligence), strict liability or otherwise. 

13. Assignment. 

The Transmission Group Member will be permitted to assign the purchase and sale agreement pertaining 

to any Inventoried Spare(s) to a subsequent purchaser of such Inventoried Spare(s).  Any other 

assignment of such purchase and sale agreement will be subject to the approval of the non-assigning 

party, such approval not to be unreasonably withheld, delayed or conditioned.  No assignment will 

relieve the assigning party of its obligations or liabilities in connection with any such purchase and sale 

agreement unless the parties and the assignee enter into a definitive assignment and assumption 

agreement. 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

SCHEDULE 5.1 

SPARING SERVICE FEE 

The Sparing Service Fee for each Billing Period shall be equal to the amount calculated based on the following 

formula, as applied to every Equipment Class in which Subscriber is participating:   

SSF = ∑ TOASEC x [ECC + ACCEC + (AEBEC x TAR) + OCEC – SCAEC] 

Where 

SSF = Sparing Service Fee, as defined in Part 1 of the Agreement. 

TOASEC = Transmission Owner Allocated Share for the applicable Equipment Class; provided, however, 

that for purposes of calculating the Sparing Service Fee payable for any Billing Period, the 

Transmission Owner Allocated Share determined as of the end of the applicable Billing Period 

shall be utilized.   

ECC = Equipment Class Costs, which shall be the total maintenance expenses incurred by Grid 

Assurance for the applicable Billing Period to maintain Inventoried Spares in the applicable 

Equipment Class. 

ACCEC = Allocated Common Costs for the applicable Equipment Class, which shall be, for each discreet 

category of Common Subscriber Costs, the product of the total costs incurred by Grid Assurance 

for that category for the applicable Billing Period multiplied by the applicable Common Cost 

Allocation Factor; provided, however, that the total of all Allocated Common Costs for all 

Equipment Classes for any Billing Period shall equal the total Common Subscriber Costs for that 

Billing Period. 

AEBEC = Allocated Equity Balance for the applicable Equipment Class, which shall be the product of the 

Total Equity Balance multiplied by the Equity Allocation Factor for that Equipment Class; 

provided, however, that the total of all Allocated Equity Balances for all Equipment Classes for 

any Billing Period shall equal the Total Equity Balance for that Billing Period. 

TAR = Tax Adjusted Return, which shall be the percentage derived by dividing the Return on Equity as 

of the end of the applicable Billing Period by the difference between one (1) less the Income Tax 

Rate as of the end of that Billing Period. 

OCEC = Obsolescence Charge for the applicable Equipment Class, which shall apply in the event the sale 

price of an Inventoried Spare in that Equipment Class is sold by Grid Assurance for a price less 

than the Original Cost of that Inventoried Spare, in which case there will be an Obsolescence 

Charge for the applicable Billing Period equal to the difference between the Original Cost of the 

Inventoried Spare less its sale price.  In the event Grid Assurance attempts, but is unable within a 

commercially reasonable period, to sell an Inventoried Spare, the Obsolescence Charge for that 

Inventoried Spare will be equal to its Original Cost plus the total expenses, if any, incurred by 

Grid Assurance to dispose of that Inventoried Spare.  If Grid Assurance initiates any 

Discretionary Sale(s) of any surplus Inventoried Spare(s) from an Equipment Class pursuant to 
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Section 4.2.6 of Part 1 following any termination of, or any reduction or elimination of a 

Nominated Quantity in, any Subscription Agreement, any revenues paid to Grid Assurance in 

respect of any Equipment Reduction Contribution (as defined in Schedule 6.4) or any Equipment 

Contribution (as defined in Schedule 13.3) for that Equipment Class shall be applied to offset 

any Obsolescence Charge resulting from such Discretionary Sale(s). 

SCAEC = Subscriber Credit Amount for the applicable Equipment Class, which shall be the sum of any of 

the following revenues received by Grid Assurance during the applicable Billing Period:  (a) any 

proceeds of sales received by Grid Assurance on the sale of any Inventoried Spare (net of taxes, 

fees and other costs and charges incurred in connection with such sale) to the extent such 

proceeds exceed the Original Cost of such spare; (b) the portion of any Reduction Liability 

representing any Sparing Service Fee Reduction (“SSFR” as described in Schedule 6.4) for the 

applicable Equipment Class; (c) the portion of any Termination Liability representing Sparing 

Service Fee Loss (“SSFL” as described in Schedule 13.3) for the applicable Equipment Class; 

and (d) revenues received by Grid Assurance pursuant to Section 4.2.3(b) or Section 4.2.4(b) of 

Part 1 and allocated to the applicable Equipment Class.  The portion of any Subscriber Credit 

Amount described in clauses (b) and (c) above shall be applied ratably over the five (5) year 

period following payment of the Reduction Liability or the Termination Liability, as applicable. 

The following capitalized terms, as used in this Schedule 5.1, shall have the meanings set forth below:  

Common Subscriber Costs:  The total of operating, maintenance and other expenses incurred by Grid 

Assurance net of Equipment Class Costs (ECC) and miscellaneous income (excluding income reflected in 

Subscriber Credit Amounts (SCAEC)) for the applicable Billing Period.  Common Subscriber Costs include 

labor and personnel costs, general and administrative expenses, insurance expenses, depreciation (determined in 

accordance with GAAP), taxes other than income taxes, Start-Up Costs and interest expense on debt.  The 

amount of Common Subscriber Costs will be based on actual costs incurred through the end of the applicable 

Billing Period.  Any corrections to the values included in the calculation of Common Subscriber Costs (whether 

discovered by Grid Assurance, a Subscriber Group Member, an audit or otherwise) will be applied (without 

interest) as a credit or debit to Common Subscriber Costs promptly after the discovery and verification of the 

error; provided, however, that no such corrections shall be made for errors discovered more than eighteen (18) 

months after the date of an invoice.  Any revenues paid to Grid Assurance in respect of an Equipment 

Reduction Contribution (as defined in Schedule 6.4) or an Equipment Contribution (as defined in Schedule 

13.3) and not required to be applied to offset an Obsolescence Charge resulting from a Discretionary Sale of 

any surplus Inventoried Spare(s) shall be applied to offset Common Subscriber Costs on a pro-rata basis. 

Common Cost Allocation Factor:  For each discreet category of Common Subscriber Costs, a fraction used to 

allocate such costs among all Equipment Classes based on the portion of such costs that are attributable to each 

Equipment Class, as determined by Grid Assurance in its reasonable judgment; provided, however, that the total 

of the Common Cost Allocation Factors for each category of Common Subscriber Costs shall, for all periods, 

equal one hundred percent (100%). 

Equity Allocation Factor:  With respect to an Equipment Class, a fraction, the numerator of which is the 

aggregate of the Original Cost of all Inventoried Spares in that Equipment Class as of the end of the applicable 

Billing Period and the denominator of which is the aggregate of the Original Cost of all Inventoried Spares in 

all Equipment Classes as of the end of that Billing Period. 

FERC:  The Federal Energy Regulatory Commission or its successor.  
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Income Tax Rate:  The sum of: (a) the highest United States federal corporate income tax rate in effect as of the 

end of the applicable Billing Period; plus (b) a weighted average of the highest state corporate income tax rates 

in effect as of the end of that Billing Period in the states in which the owners of Grid Assurance are legally 

domiciled for tax purposes. 

Return on Equity:  The simple average of the return on equity in the transmission formula rate currently on file 

at FERC for each Designated Transmission Owner that (a) is an Affiliate of a current owner of Grid Assurance 

and (b) has a transmission formula rate on file at FERC. For purposes of this calculation, the return on equity 

for a Designated Transmission Owner shall include FERC-approved adjustments (e.g., adders for participation 

in a regional transmission organization) other than any such adjustments awarded only for specific transmission 

projects. The Return on Equity shall be calculated as of the first Fee Commencement Date for the calendar year 

during which the first Fee Commencement Date occurs, and then updated on January 1 of each calendar year 

thereafter for use in determining the Sparing Service Fee for that subsequent calendar year. 

 

Start-Up Costs:  All costs incurred by Grid Assurance prior to the date as of which Subscriber Group Members 

are obligated to commence payment of the Sparing Service Fee, including costs incurred in connection with the 

formation of Grid Assurance and a carrying charge applicable to the period between the time when costs were 

incurred and applicable Fee Commencement Dates.  Start-Up Costs will be capitalized and amortized over a 

period of ten (10) years commencing as of the Fee Commencement Date for each Equipment Class. Up to 50% 

of Start-Up Costs incurred by Grid Assurance prior to the first Acceptance Date with any Subscriber Group 

Member will be excluded from Common Subscriber Costs for existing Subscriber Group Members as of such 

Acceptance Date, but shall be included in Common Subscriber Costs with respect to new Inventoried Spares 

added after such Acceptance Date, as reasonably determined by Grid Assurance on a non-discriminatory basis. 

Total Equity Balance:  The common equity balance of Grid Assurance as of the end of the applicable Billing 

Period, as determined in accordance with GAAP and reflected on the Grid Assurance balance sheet, which 

Total Equity Balance shall include paid in capital, retained earnings and any other capital other than debt. 

NOTES: 

1. Any values to be determined as of a specified date (e.g., the end of a Billing Period) may, in the 

reasonable discretion of Grid Assurance, be pro-rated in order to avoid manifest unfairness. 

2. For purposes of calculating the Allocated Common Costs during the period in which Start-Up Costs are 

being accrued, Common Cost Allocation Factors will be set as if the Fee Commencement Date had 

occurred for all Equipment Classes then contemplated to be formed.  Once Start-Up Costs are no longer 

being accrued, there will be a true up for Allocated Common Costs based on the Common Cost 

Allocation Factors determined at such time by Grid Assurance. 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

SCHEDULE 6.4 

REDUCTION LIABILITY 

In the event the Agreement is amended to reduce a Nominated Quantity for any Equipment Class in which any 

Designated Transmission Owner is participating, the Reduction Liability shall be equal to the amount calculated 

based on the following formula, as applied to every Equipment Class for which the Nominated Quantity is 

reduced:   

RL = ∑ ERC + SSFR 

Where 

RL = Reduction Liability 

ERC = Equipment Reduction Contribution for the applicable Equipment Class, which shall be equal to 

the product of: (a) the Transmission Owner Allocated Share Reduction (as defined below) for 

that Equipment Class; multiplied by (b) the Total Equipment Cost (as defined below) for that 

Equipment Class. 

SSFR = Sparing Service Fee Reduction for the applicable Equipment Class, which shall be equal to the 

difference between: (a) the Sparing Service Fee that would have been payable by Subscriber for 

that Equipment Class for the entire Fee Forecast Period (as defined below) if the Agreement had 

not been amended to reduce the Nominated Quantity in that Equipment Class; and (b) the 

Sparing Service Fee that will be payable by Subscriber for that Equipment Class for the entire 

Fee Forecast Period based on the reduced Nominated Quantity, in both cases as reasonably 

determined by Grid Assurance (and including any amortized or undeferred Start-Up Costs that 

extend beyond the Fee Forecast Period); provided, however, that in determining any Sparing 

Service Fee that would have been payable by Subscriber during the Fee Forecast Period, Grid 

Assurance shall utilize the assumptions contained in the most recent five (5) year budget forecast 

provided to Subscriber Group Members pursuant to Section 8.1(b) of Part 2, except that (i) costs 

and revenues associated with any projected sales of Inventoried Spares shall be disregarded, and 

(ii) projected costs, revenues and assumptions for the final year of the budget forecast shall be 

used for any portion of the Fee Forecast Period that is not covered by that budget forecast.  For 

purposes of calculating SSFR, the differences between the Sparing Service Fee payable by 

Subscriber shall be determined on an annual basis and present valued to the date of payment of 

the Reduction Liability using a discount rate equal to the then-current Consumer Price Index for 

all urban consumers (as published by the U.S. Department of Labor, Bureau of Labor Statistics) 

applicable to the area in which in which the principal place of business of Grid Assurance is 

located.  

The following capitalized terms, as used in this Schedule 6.4, shall have the meanings set forth below: 

Amendment Date:  The date as of which the Agreement is amended to reduce a Nominated Quantity. 

Fee Forecast Period:  With respect to any amendment of the Agreement to reduce the Nominated Quantity in 

any Equipment Class, the sixty (60) Billing Periods immediately subsequent to the Amendment Date.  
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Total Equipment Cost:  With respect to each Equipment Class in which any Designated Transmission Owner is 

participating, the aggregate of the Original Cost of all Inventoried Spares in that Equipment Class (including 

Inventoried Spares on order but not yet delivered) immediately prior to the Amendment Date, as reasonably 

determined by Grid Assurance.    

Transmission Owner Allocated Share Reduction:  With respect to each Equipment Class in which any 

Designated Transmission Owner is participating, the difference between: (a) the Transmission Owner Allocated 

Share for that Equipment Class immediately prior to the Amendment Date; and (b) the Transmission Owner 

Allocated Share for that Equipment Class immediately after the Amendment Date, as reasonably determined by 

Grid Assurance. 

NOTES: 

1. Once determined, the Reduction Liability shall not be reduced or offset for any reason, other than 

manifest error in the calculation thereof. 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

SCHEDULE 12 

NON-DISCLOSURE AGREEMENT 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

SCHEDULE 13.3 

TERMINATION LIABILITY 

In the event the Agreement is terminated, the Termination Liability shall be equal to the amount calculated 

based on the following formula, as applied to every Equipment Class in which a Designated Transmission 

Owner was participating as of the Termination Date (as defined below)   

TL = ∑ EC + SSFL 

Where 

TL = Termination Liability 

EC = Equipment Contribution for the applicable Equipment Class, which shall be equal to the product 

of: (a) the Transmission Owner Allocated Share Loss (as defined below) for that Equipment 

Class; multiplied by (b) the Total Equipment Cost (as defined below) for that Equipment Class. 

SSFL = Sparing Service Fee Loss for the applicable Equipment Class, which shall be equal to the 

Sparing Service Fee that would have been payable by Subscriber for that Equipment Class for 

the entire Fee Forecast Period (as defined below) if the Agreement had not been terminated, as 

reasonably determined by Grid Assurance (and including any amortized or undeferred Start-Up 

Costs that extend beyond the Fee Forecast Period); provided, however, that in determining the 

Sparing Service Fee that would have been payable by Subscriber during the Fee Forecast Period, 

Grid Assurance shall utilize the assumptions contained in the most recent five (5) year budget 

forecast provided to Subscriber Group Members pursuant to Section 8.1(b) of Part 2, except that 

(i) costs and revenues associated with any projected sales of Inventoried Spares shall be 

disregarded, and (ii) projected costs, revenues and assumptions for the final year of the budget 

forecast shall be used for any portion of the Fee Forecast Period that is not covered by that 

budget forecast.  For purposes of calculating SSFL, the Sparing Service Fee payable by 

Subscriber shall be determined on an annual basis and present valued to the date of payment of 

the Termination Liability using a discount rate equal to the then-current Consumer Price Index 

for all urban consumers (as published by the U.S. Department of Labor, Bureau of Labor 

Statistics) applicable to the area in which in which the principal place of business of Grid 

Assurance is located. 

The following capitalized terms, as used in this Schedule 13.3, shall have the meanings set forth below: 

Fee Forecast Period: The sixty (60) Billing Periods immediately subsequent to the Termination Date.  

Termination Date: The date as of which the Agreement is or will be terminated, as reasonably determined by 

Grid Assurance. 

Total Equipment Cost: With respect to an Equipment Class, the aggregate of the Original Cost of all 

Inventoried Spares in that Equipment Class (including Inventoried Spares on order but not yet delivered) as of 

the Termination Date, as reasonably determined by Grid Assurance.   
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Transmission Owner Allocated Share Loss: With respect to an Equipment Class, the Transmission Owner 

Allocated Share for that Equipment Class as of the Termination Date. 

NOTES: 

1. Once determined, the Termination Liability shall not be reduced or offset for any reason, other than 

manifest error in the calculation thereof. 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

SCHEDULE 17 

NOTICE INFORMATION 

Grid Assurance 

Grid Assurance LLC 

1200 Main Street 

Kansas City, MO  64105 

Attention: Michael L. Deggendorf, Chief Executive Officer 

Email: Michael.Deggendorf@kcpl.com 

with a copy to: 

Grid Assurance LLC 

c/o American Electric Power 

One Riverside Plaza 

Columbus, OH 43215 

Attention: John W. Seidensticker, Secretary 

E-mail: jwseidensticker@aep.com 

Subscriber 

American Electric Power Service Corporation 

1 Riverside Plaza 

Columbus, Ohio 43215 

Attention:  Antonio P. Smyth, Senior Vice President 

Email:  apsmyth@aep.com 

with a copy to: 

 

American Electric Power Service Corporation 

1 Riverside Plaza 

Columbus, Ohio 43215 

Attention:  John W. Seidensticker 

Email:  jwseidensticker@aep.com 

 

DocuSign Envelope ID: 08175B22-6F9A-4493-8949-0DCE50F0BF62

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 658 of 829

mailto:Michael.Deggendorf@kcpl.com
mailto:Michael.Deggendorf@kcpl.com


Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 659 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 660 of 829



GRID ASSURANCE LLC 
FEE CONFIRMATION NOTICE 

Reference is made to that certain Amended and Restated Subscription Agreement dated as 
of April 9, 2019 (the "Agreement") between Grid Assurance LLC ("Grid Ass11ra11ce") and 
American Electric Power Service Corporation solely in its capacity as agent on behalf of 
Subscriber. Capitalized terms used but not defined in this Fee Confirmation Notice shall have the 
meanings ascribed to such terms in the Agreement. 

Subscriber hereby confirms and serves notice to Grid Assurance that: 

I. as of the date hereof, Subscriber is in receipt of a valid Fee Estimate Certification that 
covers every Equipment Class in which each Designated Transmission Owner is 
participating, as such Equipment Classes are designated on Schedule 2.1 of the Agreement 
(which Fee Estimate Certification is attached hereto as Attachment I); 

2. Subscriber has not received any Fee Estimate Certification after the Fee Estimate 
Certification attached hereto as Attachment I; 

3. the estimated Sparing Service Fee set forth in the Fee Estimate Certification attached hereto 
as Attachment I is acceptable; and 

4. this Fee Confirmation Notice is irrevocable by Subscriber but shall automatically be 
rendered invalid if, after the date hereof, Grid Assurance delivers a new Fee Estimate 
Certification to Subscriber. 

AMERICAN ELECTRIC POWER SERVICE CORPORATION solely in its capacity as agent 
on behalf of each of 

PUBLIC SERVICE COMPANY OF OKLAHOMA 

OHIO POWER COMPANY 

AEP TEXAS INC. 

AEP OHIO TRANSMISSION COMPANY, INC. 

AEP OKLAHOMA TRANSMISSION COMPANY, INC. 

APPALACHIAN POWER COMPANY 

AEP APPALACHIAN TRANSMISSION COMPANY, INC. 

INDIANA MICHIGAN POWER COMPANY 

AEP INDIANA MICHIGAN TRANSMISSION COMPANY, INC. 

KINGSPORT POWER COMPANY 
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KENTUCKY POWER COMPANY 

AEP KENTUCKY TRANSMISSION COMPANY, INC. 

SOUTHWESTERN ELECTRIC POWER COMPANY 

WHEELING POWER COMPANY 

AEP WEST VIRGINIA TRANSMISSION COMPANY, INC. 

By: _ ...,__,~~;___ __ 
Daniel ogier 
Vice President - Transmission Asset Strategy & Policy 

ELECTRIC TRANSMISSION TEXAS, LLC 

By: Kipr;fc 
President 
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GRID ASSURANCE LLC 

AMENDED AND RESTATED SUBSCRIPTION AGREEMENT 

AMENDED AND RESTATED MULTI-SUBSCRIBER ADDENDUM 

 

This Amended and Restated Multi-Subscriber Addendum (this “Addendum”) is being executed 

as an addendum to, and a part of, that certain Amended and Restated Subscription Agreement 

dated April 2, 2019 (and amends and restates in its entirety that certain multi-subscriber 

addendum among the parties hereto dated February 20, 2017), among Grid Assurance and each 

of the other signatories hereto and thereto (each such other signatory, a “Subscriber Party” and 

collectively, the “Subscriber Parties”).  This Addendum shall supplement and, as applicable, 

modify the other terms and conditions set forth in the Agreement; provided, however, that: (a) 

except to the extent expressly modified by this Addendum, the other terms and conditions set 

forth in the Agreement shall remain applicable; and (b) in the event of a conflict between the 

terms and conditions of this Addendum and the other terms and conditions set forth in the 

Agreement, the terms and conditions of this Addendum shall govern.   

1. Defined Terms.   

 

(a) Capitalized terms used but not otherwise defined in this Addendum shall have the 

meanings ascribed to them in Part 1 of the Agreement. 

 

(b) The following capitalized terms used in this Addendum shall have the meanings 

set forth below or in the provisions of this Addendum referenced below: 

Addendum: The preamble hereto. 

Amendment Notice: A notice delivered by the Subscriber Party Nominee to Grid 

Assurance pursuant to, and in accordance with, Section 6 requesting to amend the 

Agreement and this Addendum as permitted pursuant to this Addendum.  

Class Allocated Share: Section 5(b).  

Contract Allocated Share: Section 5(a). 

Equipment Class Liability: Any cost or liability arising in connection with the 

Agreement that is specifically attributable to the Designated Transmission 

Owners participating in an Equipment Class, and only such Designated 

Transmission Owners, based on their participation in that Equipment Class. 

New Subscriber Party: Any Person that becomes a Subscriber Party as a result of 

an amendment to the Agreement pursuant to Section 6; provided, however, that if 

such amendment is executed by a Person in its capacity as an agent, the New 

Subscriber Party shall be the principal of that Person. 

Permissible NQ Reduction Amount: With respect to any Equipment Class for 

which a Nominated Quantity is reduced by an amendment of the Agreement, the 

DocuSign Envelope ID: 08175B22-6F9A-4493-8949-0DCE50F0BF62

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 663 of 829



CONFIDENTIAL AND PROPRIETARY 
Grid Assurance LLC 

 

2 

product (rounded down to the nearest whole number) of: (i) the aggregate Class 

Allocated Share(s) of the Removed Subscriber Party(ies) that participated in that 

Equipment Class immediately prior to the effective date of that amendment; 

multiplied by (ii) the Nominated Quantity for that Equipment Class immediately 

prior to the effective date of that amendment.  

Remaining Subscriber Party: With respect to any amendment of the Agreement, 

each Person that will be a Subscriber Party immediately following the effective 

date of that amendment (including any New Subscriber Party). 

Removed Subscriber Party: With respect to any amendment of the Agreement, 

each Person that was a Subscriber Party immediately prior to the effective date of 

that amendment but will no longer be a party to the Agreement immediately 

following the effective date of that amendment. 

Subscriber Party and Subscriber Parties: The preamble hereto; provided, 

however, that if the Agreement and/or this Addendum is executed by a Person in 

its capacity as an agent, the Subscriber Party shall be the principal of that Person. 

Subscriber Party Liability: Any cost or liability arising in connection with the 

Agreement that is solely and exclusively attributable to the acts or omissions of a 

Subscriber Party, including a Subscriber Party’s liability to pay its Class 

Allocated Share of Sparing Service Fees. 

Subscriber Party Nominee: The Person identified on Attachment A as the 

Subscriber Party Nominee.    

2. Designations.   

 

(a) The term “Agreement” shall be deemed to refer to the Agreement (as it may be 

amended from time to time) as supplemented by this Addendum (as it may be 

amended from time to time). 

 

(b) The term “Subscriber” shall be deemed to refer to all Subscriber Parties, 

collectively. 

 

(c) The term “Party,” to the extent applicable to Subscriber, shall be deemed to refer 

to all Subscriber Parties, collectively. 

 

(d) Except to the extent expressly provided otherwise in this Addendum, all 

Subscriber Parties, collectively, shall be deemed to be a single Subscriber, a 

single Party and a single Subscriber Group Member. 

 

(e) Each Subscriber Party shall be deemed to be a Designated Transmission Owner 

participating in each Equipment Class for which it is identified as a Designated 

Transmission Owner on Schedule 2.1 and a Subscriber Party on Attachment A.   
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3. Designation of Subscriber Party Nominee.  Each Subscriber Party hereby authorizes and 

empowers the Subscriber Party Nominee to be its legal representative and agent for all purposes 

related to the Agreement, including with respect to the execution and delivery of amendments 

thereto and the issuance and receipt of notices, including Fee Estimate Certifications, Fee 

Confirmation Notices and Regulatory Confirmation Notices.  The Subscriber Parties may, from 

time to time, change the Subscriber Party Nominee by providing notice to Grid Assurance, which 

notice shall: (a) unequivocally authorize and empower the new Subscriber Party Nominee to be 

the legal representative and agent of the Subscriber Parties for all purposes related to the 

Agreement; and (b) be executed by each Subscriber Party.  

 

4. Nominated Quantities.  For each Equipment Class in which a Designated Transmission 

Owner participates (as set forth on Schedule 2.1 of the Agreement and Attachment A), that 

Designated Transmission Owner shall be deemed to have designated the total Nominated 

Quantity for that Equipment Class; provided, however, that notwithstanding Section 4.1 of Part 2 

of the Agreement, if a Qualifying Event affects multiple Designated Transmission Owners 

participating in any Equipment Class, the maximum number of Inventoried Spares that all such 

Designated Transmission Owners, collectively, shall have the right to purchase from that 

Equipment Class shall be equal to the lesser of: (a) the Nominated Quantity for that Equipment 

Class; (b) the number of units of comparable equipment on the affected Designated Transmission 

Owners’ electric transmission systems that were damaged, destroyed or impaired by that 

Qualifying Event; (c) the number of Inventoried Spares in that Equipment Class at that time; and 

(d) the number of Inventoried Spares available for sale to a single Transmission Group Member 

having the characteristics of all Designated Transmission Owners participating in that Equipment 

Class that were affected by the Qualifying Event (as reasonably determined by Grid Assurance) 

based on the Deployment Protocols. 

 

5. Allocation of Costs and Liabilities. 

 

(a) Each Subscriber Party shall be severally and not jointly liable for payment of a 

portion (such portion, as designated on Attachment A, the “Contract Allocated 

Share”) of the Sparing Service Fee, any Termination Liability and any other cost 

or liability owed by Subscriber pursuant to the Agreement other than any 

Equipment Class Liability or Subscriber Party Liability; provided, however, that 

the sum of all Contract Allocated Shares of all Subscriber Parties shall, at all 

times, equal one hundred percent (100%).   

 

(b) Each Subscriber Party shall be severally and not jointly liable for payment of a 

portion (such portion, as designated on Attachment A, the “Class Allocated 

Share”) of any Equipment Class Liability; provided, however, that the sum of all 

Class Allocated Shares for all Designated Transmission Owners participating in 

each Equipment Class specified in this Addendum shall, at all times, equal one 

hundred percent (100%).   
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(c) A Subscriber Party shall be solely liable for its Subscriber Party Liabilities. 

 

(d) In the event of a good faith dispute among the Subscriber Parties as to whether 

any cost or liability should be characterized as an Equipment Class Liability, a 

Subscriber Party Liability or a general liability subject to payment in accordance 

with Contract Allocated Shares, pending resolution of that dispute such cost or 

liability shall be treated in the manner determined by Grid Assurance, in its 

reasonable judgment.  

 

6. Changes to Subscriber Parties and Nominated Quantities.   

 

(a) In addition to the rights granted pursuant to Article 6 of Part 2 of the Agreement, 

the Subscriber Parties shall have the right to amend the Agreement to add or 

remove Subscriber Parties and/or modify Class Allocated Shares and/or Contract 

Allocated Shares, in each case in accordance with this Section 6; provided, 

however, that any amendment of the Agreement to add any additional Equipment 

Class and/or to increase or decrease any Nominated Quantity in any Equipment 

Class shall be subject to: (i) Section 6.3 and Section 6.4 of Part 2 of the 

Agreement, as applicable; and (ii) Section 6(c). 

 

(b) In order to amend the Agreement pursuant to this Section 6, the Subscriber Party 

Nominee shall deliver to Grid Assurance: (i) an Amendment Notice that identifies 

(1) each Removed Subscriber Party and each Remaining Subscriber Party, (2) the 

Equipment Class(es) in which any of the Designated Transmission Owners that 

are Remaining Subscriber Parties will participate, (3) subject to the requirements 

set forth in Section 5(a), the Contract Allocated Shares of all Remaining 

Subscriber Parties, (4) subject to the requirements set forth in Section 5(b), the 

Class Allocated Shares of the Remaining Subscriber Parties in each such 

Equipment Class, and (5) if there are any New Subscriber Parties, evidence that 

each such New Subscriber Party satisfies the credit requirements set forth in 

Section 10 of Part 2 of the Agreement; and (ii) subject to Section 7(b), in the 

event any amendment pursuant to this Section 6 will result in one (1) or more 

Removed Subscriber Parties, a release (in form and substance reasonable 

acceptable to Grid Assurance) executed by each such Removed Subscriber Party 

of any Claims arising out of, or related to, such amendment. 

 

(c) If, in connection with a transaction described in Section 16.4.1 of Part 2: (i) the 

Agreement is amended to remove a Subscriber Party and reduce the Nominated 

Quantity for any Equipment Class in which such Removed Subscriber 

participated as a Designated Transmission Owner immediately prior to the 

effective date of that amendment; and (ii) the Third Party Transmission Purchaser 

and its Affiliates do not enter one (1) or more new Subscription Agreements (or 
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amend one (1) or more existing Subscription Agreements) pursuant to which, for 

each such Equipment Class, the amount of the reduction in such Nominated 

Quantity pursuant to the amended Agreement is not fully included in any new, or 

added to any amended, Subscription Agreement(s) executed by such Third Party 

Transmission Purchaser and its Affiliates, for each such Equipment Class (1) the 

Removed Subscriber Party (or, if there are multiple Removed Subscriber Parties, 

such Removed Subscriber Parties in proportion to their respective Class Allocated 

Shares as in effect immediately prior to the effective date of the amendment) shall 

be solely liable for the Reduction Liability calculated based on the difference 

between (x) the Permissible NQ Reduction Amount, and (y) the difference 

between the Nominated Quantity immediately prior to the effective date of the 

amended Agreement and the aggregate Nominated Quantities of the Third Party 

Transmission Purchaser and its Affiliates under any new or amended Subscription 

Agreements, and (2) the Remaining Subscriber Party that participated as a 

Designated Transmission Owner in that Equipment Class immediately prior to the 

effective date of the amended Agreement (or, if there are multiple such 

Remaining Subscriber Parties, such Remaining Subscriber Parties in proportion to 

their respective Class Allocated Shares as in effect immediately prior to the 

effective date of the amended Agreement) shall be solely liable for any additional 

Reduction Liability owed pursuant to Section 16.4.1 of Part 2. 

 

(d) If, other than in connection with a transaction described in Section 16.4.1 of Part 

2, the Agreement is amended (including pursuant to Section 7) to remove a 

Subscriber Party and reduce the Nominated Quantity for any Equipment Class in 

which such Removed Party participated as a Designated Transmission Owner 

immediately prior to the effective date of that amendment: (i) for any such 

Equipment Class for which such reduction is less than or equal to the Permissible 

NQ Reduction Amount, the Removed Subscriber Party (or, if there are multiple 

Removed Subscriber Parties, such Removed Subscriber Parties in proportion to 

their respective Class Allocated Shares as in effect immediately prior to the 

effective date of that amendment) shall be solely liable for the Reduction Liability 

resulting from such reduction; and (ii) for any Equipment Class for which such 

reduction is greater than the Permissible NQ Reduction Amount (1) the Removed 

Subscriber Party (or, if there are multiple Removed Subscriber Parties, such 

Removed Subscriber Parties in proportion to their respective Class Allocated 

Shares as in effect immediately prior to the effective date of that amendment) 

shall be solely liable for the portion of the Reduction Liability resulting from such 

reduction up to the Permissible NQ Reduction Amount, and (2) the Remaining 

Subscriber Party that participated as a Designated Transmission Owner in that 

Equipment Class immediately prior to the effective date of that amendment (or, if 

there are multiple such Remaining Subscriber Parties, such Remaining Subscriber 

Parties in proportion to their respective Class Allocated Shares as in effect 

immediately prior to the effective date of that amendment) shall be solely liable 
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for the portion of the Reduction Liability resulting from such reduction to the 

extent it exceeds the Permissible NQ Reduction Amount. 

 

(e) Promptly upon receipt of an Amendment Notice pursuant to Section 6(b), Grid 

Assurance shall prepare and deliver to the Subscriber Party Nominee an amended 

Agreement, including a revised Schedule 2.1 to the Agreement and a revised 

Attachment A, in each case reflecting the changes proposed in such Amendment 

Notice.  

 

(f) Upon any amendment of the Agreement that results in one (1) or more Removed 

Subscriber Parties (including an amendment to remove a defaulting Subscriber 

Party pursuant to Section 7), each such Removed Subscriber Party shall remain 

solely liable to Grid Assurance for all of its Subscriber Party Liabilities as of the 

effective date of such amendment, including its Contract Allocated Share of all 

Sparing Service Fees owed pursuant to the Agreement and any damages owed as 

a result of any other breach of the Agreement or Event of Default by that 

Removed Subscriber Party. 

 

7. Cure for Segregable Defaults.   

 

(a) Upon an Event of Default that is solely attributable to the acts or omissions of one 

(1) or more (but less than all) Subscriber Parties, the non-defaulting Subscriber 

Party(ies) shall not be subject to any liability based on such Event of Default if 

they amend the Agreement pursuant to Section 6 to remove each defaulting 

Subscriber Party as a Party thereto; provided, however, that: (i) the Subscriber 

Party Nominee shall deliver an Amendment Notice to remove the defaulting 

Subscriber Party(ies) no later than thirty (30) days after notice of such Event of 

Default; and (ii) the amendment to remove the defaulting Subscriber Party(ies) 

must be executed and delivered to Grid Assurance no later than ten (10) days after 

delivery thereof to the Subscriber Party Nominee.  If, following an Event of 

Default that is solely attributable to the acts or omissions of one (1) or more (but 

less than all) Subscriber Parties, the non-defaulting Subscriber Parties fail to 

deliver an Amendment Notice or execute and deliver an amendment to the 

Agreement to remove the defaulting Subscriber Party(ies) in accordance with this 

Section 7(a), Grid Assurance shall be entitled to its remedies in accordance with 

Article 14 of Part 2 of the Agreement, including termination of the Agreement (in 

which case the Agreement shall be deemed to have been terminated due to an 

Event of Default by Subscriber and each of the Subscriber Parties shall be solely 

liable for the resulting Termination Liability in accordance with their Contract 

Allocated Shares). 

 

(b) If the Agreement is amended to remove all defaulting Subscriber Party(ies) 

pursuant to Section 7(a), the Remaining Subscriber Parties may, in lieu of 
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providing the release(s) required pursuant to clause (ii) of Section 6(b), agree 

(pursuant to an agreement in form and substance reasonable acceptable to Grid 

Assurance) to indemnify, defend and hold harmless Grid Assurance’s Indemnified 

Persons (to the extent based on the Contract Allocated Shares of such Remaining 

Subscriber Parties as in effect immediately following the effective date of such 

amendment) from and against all Claims by any Removed Subscriber Parties or 

their Affiliates arising out of, or related to, such amendment, including any such 

Claims alleging wrongful termination of the Agreement; provided, however, that 

the Remaining Subscriber Party(ies) indemnity obligations shall not apply to any 

Claims to the extent such Claims are found (by a court of competent jurisdiction 

by a final non-appealable judgment) to have been caused by the negligence or 

willful misconduct of any of the Grid Assurance Indemnified Persons. 

 

8. Termination.  The Agreement may only be terminated by the Subscriber Parties upon 

issuance of a Termination Notice by the Subscriber Party Nominee on behalf of all Subscriber 

Parties.  Any Termination Notice delivered by any Subscriber Party(ies) other than the 

Subscriber Party Nominee or any such notice purporting to terminate any part (but not all) of the 

Agreement shall be null and void; provided, however, that nothing in this Section 8 shall limit 

the Subscriber Parties’ right to amend the Agreement to remove Subscriber Parties.    

 

9. Invoicing.   

 

(a) Any invoice required or authorized to be issued or delivered by Grid Assurance to 

any or all Subscriber Parties shall be deemed to have been issued or delivered 

upon issuance or delivery thereof to the Subscriber Party Nominee.   

 

(b) Grid Assurance shall issue a single invoice for Sparing Service Fees showing 

amounts owed by each Subscriber Party based on their Contract Allocated Shares. 

 

(c) Grid Assurance shall issue a single invoice for Equipment Class Liabilities 

showing amounts owed by each Subscriber Party participating as a Designated 

Transmission Owner participating in the applicable Equipment Class based on the 

Class Allocated Shares of such Subscriber Parties. 

 

10. Credit Support.  Each Subscriber Party shall be obligated to independently satisfy the 

credit requirements set forth in Article 10 of Part 2 of the Agreement. 

 

11. Committees.  All Subscriber Parties that are Designated Transmission Owners 

participating in any Equipment Class shall have the right to designate one (1) individual to serve 

on the Equipment Committee for that Equipment Class.   
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12. Interpretation.  Section 21.1 of Part 2 of the Agreement shall apply to this Addendum, 

with the exception that any references in this Addendum to Sections or Attachments refer to 

Sections of, or Attachments to, this Addendum unless expressly provided otherwise. 

 

13. Representations, Warranties and Acknowledgements.  Each Subscriber Party is hereby 

deemed to have made each of the representations, warranties and acknowledgements set forth in 

Article 15 of Part 2 of the Agreement. 

 

14. Further Assurances.  Each Subscriber Party shall independently be obligated and bound 

by the requirements set forth in Section 21.4 of Part 2 of the Agreement. 

 

15. Counterparts.  Grid Assurance and the Subscriber Parties may execute and deliver this 

Addendum in counterparts, all of which shall be deemed originals.  Signatures delivered by 

facsimile or other electronic means shall be as valid as original ones. 

 

16. Authorized Agent. American Electric Power Service Corporation is wholly authorized by 

Subscriber to perform any action, as agent and representative of Subscriber, included in, related 

to, or necessary to carry out the provisions of this Agreement, including delivery of any purchase 

order, notice, schedule or amendment issued hereunder. Notwithstanding American Electric 

Power Service Corporation’s authority described herein, American Electric Power Service 

Corporation is not, nor shall it be construed to be, a party to the Agreement or to any purchase 

order, notice, schedule or amendment governed thereby, and is therefore not liable for any 

obligations of Subscriber hereunder.    

 

[Signature Page Follows] 
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IN WITNESS WHEREOF, Grid Assurance and the Subscriber Parties have caused this 

Addendum to be duly executed as of the Execution Date. 

 

GRID ASSURANCE LLC 

 

 

By: _____________________ 

 Michael L. Deggendorf 

 Chief Executive Officer 
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IN WITNESS WHEREOF, Grid Assurance and the Subscriber Parties have caused this 

Addendum to be duly executed as of the Execution Date. 

 

AMERICAN ELECTRIC POWER SERVICE CORPORATION solely in its capacity as agent 

on behalf of each of 

AEP APPALACHIAN TRANSMISSION COMPANY, INC. 

AEP INDIANA MICHIGAN TRANSMISSION COMPANY, INC. 

AEP KENTUCKY TRANSMISSION COMPANY, INC. 

AEP OHIO TRANSMISSION COMPANY, INC. 

AEP OKLAHOMA TRANSMISSION COMPANY, INC. 

AEP TEXAS INC. 

AEP WEST VIRGINIA TRANSMISSION COMPANY, INC. 

APPALACHIAN POWER COMPANY 

INDIANA MICHIGAN POWER COMPANY 

KENTUCKY POWER COMPANY 

KINGSPORT POWER COMPANY 

OHIO POWER COMPANY 

PUBLIC SERVICE COMPANY OF OKLAHOMA 

SOUTHWESTERN ELECTRIC POWER COMPANY 

WHEELING POWER COMPANY 

 

By:      

 Mark C McCullough 

 EVP Transmission 
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ELECTRIC TRANSMISSION TEXAS, LLC 

 

By:      

 Kip M. Fox 

 President 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

MULTI-SUBSCRIBER ADDENDUM  

ATTACHMENT A 

(as of April 2, 2019) 

 

Subscriber Party Nominee  

American Electric Power Service Corporation 

One Riverside Plaza 

Columbus, OH 43215 

Attention:  Antonio P. Smyth 

Email: apsmyth@aep.com 

 

Class Allocated Shares 

 

Equipment Class* Subscriber Parties Nominated 

Quantity* 

Class 

Allocated Share 

Transformer – 

H345-L138  

AEP Appalachian Transmission 

Company, Inc. 

5 

0 

AEP Indiana Michigan Transmission 

Company, Inc. 

2.817% 

AEP Kentucky Transmission Company, 

Inc. 

0 

AEP Ohio Transmission Company, Inc. 14.789% 

AEP Oklahoma Transmission Company, 

Inc. 

3.521% 

AEP Texas Inc. 14.085% 

AEP West Virginia Transmission 

Company, Inc. 

2.817% 

Appalachian Power Company 9.155% 

Electric Transmission Texas, LLC 2.817% 

Indiana Michigan Power Company 10.563% 

Kentucky Power Company 0.704% 

Kingsport Power Company 0 

Ohio Power Company 14.085% 

Public Service Company Of Oklahoma 10.563% 

Southwestern Electric Power Company 14.085% 

Wheeling Power Company 0 

  Total 100.0% 

Circuit Breaker – 

CB-345 

AEP Appalachian Transmission 

Company, Inc. 
15 

0 

AEP Indiana Michigan Transmission 

Company, Inc. 

8.691% 
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Equipment Class* Subscriber Parties Nominated 

Quantity* 

Class 

Allocated Share 

AEP Kentucky Transmission Company, 

Inc. 

0.564% 

AEP Ohio Transmission Company, Inc. 14.560% 

AEP Oklahoma Transmission Company, 

Inc. 

3.386% 

AEP Texas Inc. 8.691% 

AEP West Virginia Transmission 

Company, Inc. 

3.837% 

Appalachian Power Company 2.596% 

Electric Transmission Texas, LLC 21.783% 

Indiana Michigan Power Company 10.271% 

Kentucky Power Company 0.677% 

Kingsport Power Company 0 

Ohio Power Company 10.609% 

Public Service Company Of Oklahoma 4.628% 

Southwestern Electric Power Company 9.707% 

Wheeling Power Company 0 

  Total 100.0% 

Circuit Breaker – 

CB-138 

AEP Appalachian Transmission 

Company, Inc. 

20 

0.186% 

AEP Indiana Michigan Transmission 

Company, Inc. 

4.017% 

AEP Kentucky Transmission Company, 

Inc. 

0.331% 

AEP Ohio Transmission Company, Inc. 10.621% 

AEP Oklahoma Transmission Company, 

Inc. 

1.201% 

AEP Texas Inc. 22.961% 

AEP West Virginia Transmission 

Company, Inc. 

2.070% 

Appalachian Power Company 12.692% 

Electric Transmission Texas, LLC 3.727% 

Indiana Michigan Power Company 5.673% 

Kentucky Power Company 1.325% 

Kingsport Power Company 0.455% 

Ohio Power Company 15.549% 

Public Service Company Of Oklahoma 11.449% 

Southwestern Electric Power Company 7.039% 

Wheeling Power Company 0.704% 

  Total 100.0% 

 

 Equipment Classes and Nominated Quantities must coincide with those set forth on 

Schedule 2.1. 
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Contract Allocated Shares 

Subscriber Parties Contract Allocated Share 

AEP Appalachian Transmission Company, Inc. 0.028% 

AEP Indiana Michigan Transmission Company, 

Inc. 

4.184% 

AEP Kentucky Transmission Company, Inc. 0.164% 

AEP Ohio Transmission Company, Inc. 14.111% 

AEP Oklahoma Transmission Company, Inc. 3.142% 

AEP Texas Inc. 14.342% 

AEP West Virginia Transmission Company, Inc. 2.910% 

Appalachian Power Company 8.368% 

Electric Transmission Texas, LLC 6.782% 

Indiana Michigan Power Company 9.763% 

Kentucky Power Company 0.793% 

Kingsport Power Company 0.069% 

Ohio Power Company 13.605% 

Public Service Company Of Oklahoma 9.500% 

Southwestern Electric Power Company 12.133% 

Wheeling Power Company 0.107% 

Total 100.0% 

 

** The Subscriber Parties have advised Grid Assurance that it is their intention to amend the 

Agreement pursuant to Section 6.1 of Part 2 of the Agreement and Section 6 to (i) add one (1) or 

more Affiliates of the Subscriber Parties (each, an “Intended Subscriber Party” and collectively, 

the “Intended Subscriber Parties”) as Designated Transmission Owners and Subscriber Parties, 

and (ii) modify the Contract Allocated Shares and the Equipment Allocated Shares so that, after 

such amendment, one hundred percent (100%) of all Contract Allocated Shares and one hundred 

percent of the Equipment Allocated Shares for all designated Equipment Classes will be fully 

subscribed by the Remaining Subscriber Parties.  Accordingly, though none of the Intended 

Subscriber Parties is a party to the Agreement or has any rights, obligations or liabilities pursuant 

thereto prior to any such amendment, Grid Assurance and the Subscriber Parties agree that: 

(a) the definition of “Required Regulatory Approval” shall be deemed to include all 

permits, licenses, authorizations, consents, decrees, waivers, approvals, exemptions 

from, filings with or notices to, Governmental Authorities required to be obtained by, 

or issued to, any Intended Subscriber Parties;  

 

(b) the Subscriber Parties shall provide notice to Grid Assurance pursuant to Section 

3.3.3 and Section 3.3.4 of Part 2 of the Agreement with respect to (i) the status of the 

Intended Subscriber Parties’ efforts to obtain Required Regulatory Approvals, and (ii) 

any determination by an Intended Subscriber Party that a Required Regulatory 

Approval will not be obtained by such Intended Subscriber Party or, if obtained, 
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would be subject to conditions that such Intended Subscriber Party deems 

unacceptable; 

 

(c) notwithstanding Section 3.3.5 of Part 2 of the Agreement, the Subscriber Parties shall 

not be permitted to provide Grid Assurance with a Fee Confirmation Notice until 

such time as the Agreement is amended so that so that one hundred percent (100%) of 

all Contract Allocated Shares and one hundred percent of the Equipment Allocated 

Shares for all designated Equipment Classes are fully subscribed by Persons that are 

Subscriber Parties; and  

 

(d) notwithstanding Section 3.4 of Part 2 of the Agreement, Grid Assurance shall have no 

obligation to execute or deliver an Acceptance Notice until such time as the 

Agreement is amended so that so that one hundred percent (100%) of all Contract 

Allocated Shares and one hundred percent of the Equipment Allocated Shares for all 

designated Equipment Classes are fully subscribed by Persons that are Subscriber 

Parties.  
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GRID ASSURANCE LLC 

AMENDED AND RESTATED SUBSCRIPTION AGREEMENT 

AMENDED AND RESTATED MULTI-SUBSCRIBER ADDENDUM 

 

This Amended and Restated Multi-Subscriber Addendum (this “Addendum”) is being executed 

as an addendum to, and a part of, that certain Amended and Restated Subscription Agreement 

dated April 2, 2019 (and amends and restates in its entirety that certain multi-subscriber 

addendum among the parties hereto dated February 20, 2017), among Grid Assurance and each 

of the other signatories hereto and thereto (each such other signatory, a “Subscriber Party” and 

collectively, the “Subscriber Parties”).  This Addendum shall supplement and, as applicable, 

modify the other terms and conditions set forth in the Agreement; provided, however, that: (a) 

except to the extent expressly modified by this Addendum, the other terms and conditions set 

forth in the Agreement shall remain applicable; and (b) in the event of a conflict between the 

terms and conditions of this Addendum and the other terms and conditions set forth in the 

Agreement, the terms and conditions of this Addendum shall govern.   

1. Defined Terms.   

 

(a) Capitalized terms used but not otherwise defined in this Addendum shall have the 

meanings ascribed to them in Part 1 of the Agreement. 

 

(b) The following capitalized terms used in this Addendum shall have the meanings 

set forth below or in the provisions of this Addendum referenced below: 

Addendum: The preamble hereto. 

Amendment Notice: A notice delivered by the Subscriber Party Nominee to Grid 

Assurance pursuant to, and in accordance with, Section 6 requesting to amend the 

Agreement and this Addendum as permitted pursuant to this Addendum.  

Class Allocated Share: Section 5(b).  

Contract Allocated Share: Section 5(a). 

Equipment Class Liability: Any cost or liability arising in connection with the 

Agreement that is specifically attributable to the Designated Transmission 

Owners participating in an Equipment Class, and only such Designated 

Transmission Owners, based on their participation in that Equipment Class. 

New Subscriber Party: Any Person that becomes a Subscriber Party as a result of 

an amendment to the Agreement pursuant to Section 6; provided, however, that if 

such amendment is executed by a Person in its capacity as an agent, the New 

Subscriber Party shall be the principal of that Person. 

Permissible NQ Reduction Amount: With respect to any Equipment Class for 

which a Nominated Quantity is reduced by an amendment of the Agreement, the 
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product (rounded down to the nearest whole number) of: (i) the aggregate Class 

Allocated Share(s) of the Removed Subscriber Party(ies) that participated in that 

Equipment Class immediately prior to the effective date of that amendment; 

multiplied by (ii) the Nominated Quantity for that Equipment Class immediately 

prior to the effective date of that amendment.  

Remaining Subscriber Party: With respect to any amendment of the Agreement, 

each Person that will be a Subscriber Party immediately following the effective 

date of that amendment (including any New Subscriber Party). 

Removed Subscriber Party: With respect to any amendment of the Agreement, 

each Person that was a Subscriber Party immediately prior to the effective date of 

that amendment but will no longer be a party to the Agreement immediately 

following the effective date of that amendment. 

Subscriber Party and Subscriber Parties: The preamble hereto; provided, 

however, that if the Agreement and/or this Addendum is executed by a Person in 

its capacity as an agent, the Subscriber Party shall be the principal of that Person. 

Subscriber Party Liability: Any cost or liability arising in connection with the 

Agreement that is solely and exclusively attributable to the acts or omissions of a 

Subscriber Party, including a Subscriber Party’s liability to pay its Class 

Allocated Share of Sparing Service Fees. 

Subscriber Party Nominee: The Person identified on Attachment A as the 

Subscriber Party Nominee.    

2. Designations.   

 

(a) The term “Agreement” shall be deemed to refer to the Agreement (as it may be 

amended from time to time) as supplemented by this Addendum (as it may be 

amended from time to time). 

 

(b) The term “Subscriber” shall be deemed to refer to all Subscriber Parties, 

collectively. 

 

(c) The term “Party,” to the extent applicable to Subscriber, shall be deemed to refer 

to all Subscriber Parties, collectively. 

 

(d) Except to the extent expressly provided otherwise in this Addendum, all 

Subscriber Parties, collectively, shall be deemed to be a single Subscriber, a 

single Party and a single Subscriber Group Member. 

 

(e) Each Subscriber Party shall be deemed to be a Designated Transmission Owner 

participating in each Equipment Class for which it is identified as a Designated 

Transmission Owner on Schedule 2.1 and a Subscriber Party on Attachment A.   

DocuSign Envelope ID: 08175B22-6F9A-4493-8949-0DCE50F0BF62

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 679 of 829



CONFIDENTIAL AND PROPRIETARY 
Grid Assurance LLC 

 

3 

 

3. Designation of Subscriber Party Nominee.  Each Subscriber Party hereby authorizes and 

empowers the Subscriber Party Nominee to be its legal representative and agent for all purposes 

related to the Agreement, including with respect to the execution and delivery of amendments 

thereto and the issuance and receipt of notices, including Fee Estimate Certifications, Fee 

Confirmation Notices and Regulatory Confirmation Notices.  The Subscriber Parties may, from 

time to time, change the Subscriber Party Nominee by providing notice to Grid Assurance, which 

notice shall: (a) unequivocally authorize and empower the new Subscriber Party Nominee to be 

the legal representative and agent of the Subscriber Parties for all purposes related to the 

Agreement; and (b) be executed by each Subscriber Party.  

 

4. Nominated Quantities.  For each Equipment Class in which a Designated Transmission 

Owner participates (as set forth on Schedule 2.1 of the Agreement and Attachment A), that 

Designated Transmission Owner shall be deemed to have designated the total Nominated 

Quantity for that Equipment Class; provided, however, that notwithstanding Section 4.1 of Part 2 

of the Agreement, if a Qualifying Event affects multiple Designated Transmission Owners 

participating in any Equipment Class, the maximum number of Inventoried Spares that all such 

Designated Transmission Owners, collectively, shall have the right to purchase from that 

Equipment Class shall be equal to the lesser of: (a) the Nominated Quantity for that Equipment 

Class; (b) the number of units of comparable equipment on the affected Designated Transmission 

Owners’ electric transmission systems that were damaged, destroyed or impaired by that 

Qualifying Event; (c) the number of Inventoried Spares in that Equipment Class at that time; and 

(d) the number of Inventoried Spares available for sale to a single Transmission Group Member 

having the characteristics of all Designated Transmission Owners participating in that Equipment 

Class that were affected by the Qualifying Event (as reasonably determined by Grid Assurance) 

based on the Deployment Protocols. 

 

5. Allocation of Costs and Liabilities. 

 

(a) Each Subscriber Party shall be severally and not jointly liable for payment of a 

portion (such portion, as designated on Attachment A, the “Contract Allocated 

Share”) of the Sparing Service Fee, any Termination Liability and any other cost 

or liability owed by Subscriber pursuant to the Agreement other than any 

Equipment Class Liability or Subscriber Party Liability; provided, however, that 

the sum of all Contract Allocated Shares of all Subscriber Parties shall, at all 

times, equal one hundred percent (100%).   

 

(b) Each Subscriber Party shall be severally and not jointly liable for payment of a 

portion (such portion, as designated on Attachment A, the “Class Allocated 

Share”) of any Equipment Class Liability; provided, however, that the sum of all 

Class Allocated Shares for all Designated Transmission Owners participating in 

each Equipment Class specified in this Addendum shall, at all times, equal one 

hundred percent (100%).   
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(c) A Subscriber Party shall be solely liable for its Subscriber Party Liabilities. 

 

(d) In the event of a good faith dispute among the Subscriber Parties as to whether 

any cost or liability should be characterized as an Equipment Class Liability, a 

Subscriber Party Liability or a general liability subject to payment in accordance 

with Contract Allocated Shares, pending resolution of that dispute such cost or 

liability shall be treated in the manner determined by Grid Assurance, in its 

reasonable judgment.  

 

6. Changes to Subscriber Parties and Nominated Quantities.   

 

(a) In addition to the rights granted pursuant to Article 6 of Part 2 of the Agreement, 

the Subscriber Parties shall have the right to amend the Agreement to add or 

remove Subscriber Parties and/or modify Class Allocated Shares and/or Contract 

Allocated Shares, in each case in accordance with this Section 6; provided, 

however, that any amendment of the Agreement to add any additional Equipment 

Class and/or to increase or decrease any Nominated Quantity in any Equipment 

Class shall be subject to: (i) Section 6.3 and Section 6.4 of Part 2 of the 

Agreement, as applicable; and (ii) Section 6(c). 

 

(b) In order to amend the Agreement pursuant to this Section 6, the Subscriber Party 

Nominee shall deliver to Grid Assurance: (i) an Amendment Notice that identifies 

(1) each Removed Subscriber Party and each Remaining Subscriber Party, (2) the 

Equipment Class(es) in which any of the Designated Transmission Owners that 

are Remaining Subscriber Parties will participate, (3) subject to the requirements 

set forth in Section 5(a), the Contract Allocated Shares of all Remaining 

Subscriber Parties, (4) subject to the requirements set forth in Section 5(b), the 

Class Allocated Shares of the Remaining Subscriber Parties in each such 

Equipment Class, and (5) if there are any New Subscriber Parties, evidence that 

each such New Subscriber Party satisfies the credit requirements set forth in 

Section 10 of Part 2 of the Agreement; and (ii) subject to Section 7(b), in the 

event any amendment pursuant to this Section 6 will result in one (1) or more 

Removed Subscriber Parties, a release (in form and substance reasonable 

acceptable to Grid Assurance) executed by each such Removed Subscriber Party 

of any Claims arising out of, or related to, such amendment. 

 

(c) If, in connection with a transaction described in Section 16.4.1 of Part 2: (i) the 

Agreement is amended to remove a Subscriber Party and reduce the Nominated 

Quantity for any Equipment Class in which such Removed Subscriber 

participated as a Designated Transmission Owner immediately prior to the 

effective date of that amendment; and (ii) the Third Party Transmission Purchaser 

and its Affiliates do not enter one (1) or more new Subscription Agreements (or 
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amend one (1) or more existing Subscription Agreements) pursuant to which, for 

each such Equipment Class, the amount of the reduction in such Nominated 

Quantity pursuant to the amended Agreement is not fully included in any new, or 

added to any amended, Subscription Agreement(s) executed by such Third Party 

Transmission Purchaser and its Affiliates, for each such Equipment Class (1) the 

Removed Subscriber Party (or, if there are multiple Removed Subscriber Parties, 

such Removed Subscriber Parties in proportion to their respective Class Allocated 

Shares as in effect immediately prior to the effective date of the amendment) shall 

be solely liable for the Reduction Liability calculated based on the difference 

between (x) the Permissible NQ Reduction Amount, and (y) the difference 

between the Nominated Quantity immediately prior to the effective date of the 

amended Agreement and the aggregate Nominated Quantities of the Third Party 

Transmission Purchaser and its Affiliates under any new or amended Subscription 

Agreements, and (2) the Remaining Subscriber Party that participated as a 

Designated Transmission Owner in that Equipment Class immediately prior to the 

effective date of the amended Agreement (or, if there are multiple such 

Remaining Subscriber Parties, such Remaining Subscriber Parties in proportion to 

their respective Class Allocated Shares as in effect immediately prior to the 

effective date of the amended Agreement) shall be solely liable for any additional 

Reduction Liability owed pursuant to Section 16.4.1 of Part 2. 

 

(d) If, other than in connection with a transaction described in Section 16.4.1 of Part 

2, the Agreement is amended (including pursuant to Section 7) to remove a 

Subscriber Party and reduce the Nominated Quantity for any Equipment Class in 

which such Removed Party participated as a Designated Transmission Owner 

immediately prior to the effective date of that amendment: (i) for any such 

Equipment Class for which such reduction is less than or equal to the Permissible 

NQ Reduction Amount, the Removed Subscriber Party (or, if there are multiple 

Removed Subscriber Parties, such Removed Subscriber Parties in proportion to 

their respective Class Allocated Shares as in effect immediately prior to the 

effective date of that amendment) shall be solely liable for the Reduction Liability 

resulting from such reduction; and (ii) for any Equipment Class for which such 

reduction is greater than the Permissible NQ Reduction Amount (1) the Removed 

Subscriber Party (or, if there are multiple Removed Subscriber Parties, such 

Removed Subscriber Parties in proportion to their respective Class Allocated 

Shares as in effect immediately prior to the effective date of that amendment) 

shall be solely liable for the portion of the Reduction Liability resulting from such 

reduction up to the Permissible NQ Reduction Amount, and (2) the Remaining 

Subscriber Party that participated as a Designated Transmission Owner in that 

Equipment Class immediately prior to the effective date of that amendment (or, if 

there are multiple such Remaining Subscriber Parties, such Remaining Subscriber 

Parties in proportion to their respective Class Allocated Shares as in effect 

immediately prior to the effective date of that amendment) shall be solely liable 
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for the portion of the Reduction Liability resulting from such reduction to the 

extent it exceeds the Permissible NQ Reduction Amount. 

 

(e) Promptly upon receipt of an Amendment Notice pursuant to Section 6(b), Grid 

Assurance shall prepare and deliver to the Subscriber Party Nominee an amended 

Agreement, including a revised Schedule 2.1 to the Agreement and a revised 

Attachment A, in each case reflecting the changes proposed in such Amendment 

Notice.  

 

(f) Upon any amendment of the Agreement that results in one (1) or more Removed 

Subscriber Parties (including an amendment to remove a defaulting Subscriber 

Party pursuant to Section 7), each such Removed Subscriber Party shall remain 

solely liable to Grid Assurance for all of its Subscriber Party Liabilities as of the 

effective date of such amendment, including its Contract Allocated Share of all 

Sparing Service Fees owed pursuant to the Agreement and any damages owed as 

a result of any other breach of the Agreement or Event of Default by that 

Removed Subscriber Party. 

 

7. Cure for Segregable Defaults.   

 

(a) Upon an Event of Default that is solely attributable to the acts or omissions of one 

(1) or more (but less than all) Subscriber Parties, the non-defaulting Subscriber 

Party(ies) shall not be subject to any liability based on such Event of Default if 

they amend the Agreement pursuant to Section 6 to remove each defaulting 

Subscriber Party as a Party thereto; provided, however, that: (i) the Subscriber 

Party Nominee shall deliver an Amendment Notice to remove the defaulting 

Subscriber Party(ies) no later than thirty (30) days after notice of such Event of 

Default; and (ii) the amendment to remove the defaulting Subscriber Party(ies) 

must be executed and delivered to Grid Assurance no later than ten (10) days after 

delivery thereof to the Subscriber Party Nominee.  If, following an Event of 

Default that is solely attributable to the acts or omissions of one (1) or more (but 

less than all) Subscriber Parties, the non-defaulting Subscriber Parties fail to 

deliver an Amendment Notice or execute and deliver an amendment to the 

Agreement to remove the defaulting Subscriber Party(ies) in accordance with this 

Section 7(a), Grid Assurance shall be entitled to its remedies in accordance with 

Article 14 of Part 2 of the Agreement, including termination of the Agreement (in 

which case the Agreement shall be deemed to have been terminated due to an 

Event of Default by Subscriber and each of the Subscriber Parties shall be solely 

liable for the resulting Termination Liability in accordance with their Contract 

Allocated Shares). 

 

(b) If the Agreement is amended to remove all defaulting Subscriber Party(ies) 

pursuant to Section 7(a), the Remaining Subscriber Parties may, in lieu of 
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providing the release(s) required pursuant to clause (ii) of Section 6(b), agree 

(pursuant to an agreement in form and substance reasonable acceptable to Grid 

Assurance) to indemnify, defend and hold harmless Grid Assurance’s Indemnified 

Persons (to the extent based on the Contract Allocated Shares of such Remaining 

Subscriber Parties as in effect immediately following the effective date of such 

amendment) from and against all Claims by any Removed Subscriber Parties or 

their Affiliates arising out of, or related to, such amendment, including any such 

Claims alleging wrongful termination of the Agreement; provided, however, that 

the Remaining Subscriber Party(ies) indemnity obligations shall not apply to any 

Claims to the extent such Claims are found (by a court of competent jurisdiction 

by a final non-appealable judgment) to have been caused by the negligence or 

willful misconduct of any of the Grid Assurance Indemnified Persons. 

 

8. Termination.  The Agreement may only be terminated by the Subscriber Parties upon 

issuance of a Termination Notice by the Subscriber Party Nominee on behalf of all Subscriber 

Parties.  Any Termination Notice delivered by any Subscriber Party(ies) other than the 

Subscriber Party Nominee or any such notice purporting to terminate any part (but not all) of the 

Agreement shall be null and void; provided, however, that nothing in this Section 8 shall limit 

the Subscriber Parties’ right to amend the Agreement to remove Subscriber Parties.    

 

9. Invoicing.   

 

(a) Any invoice required or authorized to be issued or delivered by Grid Assurance to 

any or all Subscriber Parties shall be deemed to have been issued or delivered 

upon issuance or delivery thereof to the Subscriber Party Nominee.   

 

(b) Grid Assurance shall issue a single invoice for Sparing Service Fees showing 

amounts owed by each Subscriber Party based on their Contract Allocated Shares. 

 

(c) Grid Assurance shall issue a single invoice for Equipment Class Liabilities 

showing amounts owed by each Subscriber Party participating as a Designated 

Transmission Owner participating in the applicable Equipment Class based on the 

Class Allocated Shares of such Subscriber Parties. 

 

10. Credit Support.  Each Subscriber Party shall be obligated to independently satisfy the 

credit requirements set forth in Article 10 of Part 2 of the Agreement. 

 

11. Committees.  All Subscriber Parties that are Designated Transmission Owners 

participating in any Equipment Class shall have the right to designate one (1) individual to serve 

on the Equipment Committee for that Equipment Class.   
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12. Interpretation.  Section 21.1 of Part 2 of the Agreement shall apply to this Addendum, 

with the exception that any references in this Addendum to Sections or Attachments refer to 

Sections of, or Attachments to, this Addendum unless expressly provided otherwise. 

 

13. Representations, Warranties and Acknowledgements.  Each Subscriber Party is hereby 

deemed to have made each of the representations, warranties and acknowledgements set forth in 

Article 15 of Part 2 of the Agreement. 

 

14. Further Assurances.  Each Subscriber Party shall independently be obligated and bound 

by the requirements set forth in Section 21.4 of Part 2 of the Agreement. 

 

15. Counterparts.  Grid Assurance and the Subscriber Parties may execute and deliver this 

Addendum in counterparts, all of which shall be deemed originals.  Signatures delivered by 

facsimile or other electronic means shall be as valid as original ones. 

 

16. Authorized Agent. American Electric Power Service Corporation is wholly authorized by 

Subscriber to perform any action, as agent and representative of Subscriber, included in, related 

to, or necessary to carry out the provisions of this Agreement, including delivery of any purchase 

order, notice, schedule or amendment issued hereunder. Notwithstanding American Electric 

Power Service Corporation’s authority described herein, American Electric Power Service 

Corporation is not, nor shall it be construed to be, a party to the Agreement or to any purchase 

order, notice, schedule or amendment governed thereby, and is therefore not liable for any 

obligations of Subscriber hereunder.    

 

[Signature Page Follows] 
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IN WITNESS WHEREOF, Grid Assurance and the Subscriber Parties have caused this 

Addendum to be duly executed as of the Execution Date. 

 

GRID ASSURANCE LLC 

 

 

By: _____________________ 

 Michael L. Deggendorf 

 Chief Executive Officer 
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IN WITNESS WHEREOF, Grid Assurance and the Subscriber Parties have caused this 

Addendum to be duly executed as of the Execution Date. 

 

AMERICAN ELECTRIC POWER SERVICE CORPORATION solely in its capacity as agent 

on behalf of each of 

AEP APPALACHIAN TRANSMISSION COMPANY, INC. 

AEP INDIANA MICHIGAN TRANSMISSION COMPANY, INC. 

AEP KENTUCKY TRANSMISSION COMPANY, INC. 

AEP OHIO TRANSMISSION COMPANY, INC. 

AEP OKLAHOMA TRANSMISSION COMPANY, INC. 

AEP TEXAS INC. 

AEP WEST VIRGINIA TRANSMISSION COMPANY, INC. 

APPALACHIAN POWER COMPANY 

INDIANA MICHIGAN POWER COMPANY 

KENTUCKY POWER COMPANY 

KINGSPORT POWER COMPANY 

OHIO POWER COMPANY 

PUBLIC SERVICE COMPANY OF OKLAHOMA 

SOUTHWESTERN ELECTRIC POWER COMPANY 

WHEELING POWER COMPANY 

 

By:      

 Mark C McCullough 

 EVP Transmission 
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ELECTRIC TRANSMISSION TEXAS, LLC 

 

By:      

 Kip M. Fox 

 President 
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GRID ASSURANCE LLC 

SUBSCRIPTION AGREEMENT 

MULTI-SUBSCRIBER ADDENDUM  

ATTACHMENT A 

(as of April 2, 2019) 

 

Subscriber Party Nominee  

American Electric Power Service Corporation 

One Riverside Plaza 

Columbus, OH 43215 

Attention:  Antonio P. Smyth 

Email: apsmyth@aep.com 

 

Class Allocated Shares 

 

Equipment Class* Subscriber Parties Nominated 

Quantity* 

Class 

Allocated Share 

Transformer – 

H345-L138  

AEP Appalachian Transmission 

Company, Inc. 

5 

0 

AEP Indiana Michigan Transmission 

Company, Inc. 

2.817% 

AEP Kentucky Transmission Company, 

Inc. 

0 

AEP Ohio Transmission Company, Inc. 14.789% 

AEP Oklahoma Transmission Company, 

Inc. 

3.521% 

AEP Texas Inc. 14.085% 

AEP West Virginia Transmission 

Company, Inc. 

2.817% 

Appalachian Power Company 9.155% 

Electric Transmission Texas, LLC 2.817% 

Indiana Michigan Power Company 10.563% 

Kentucky Power Company 0.704% 

Kingsport Power Company 0 

Ohio Power Company 14.085% 

Public Service Company Of Oklahoma 10.563% 

Southwestern Electric Power Company 14.085% 

Wheeling Power Company 0 

  Total 100.0% 

Circuit Breaker – 

CB-345 

AEP Appalachian Transmission 

Company, Inc. 
15 

0 

AEP Indiana Michigan Transmission 

Company, Inc. 

8.691% 
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Equipment Class* Subscriber Parties Nominated 

Quantity* 

Class 

Allocated Share 

AEP Kentucky Transmission Company, 

Inc. 

0.564% 

AEP Ohio Transmission Company, Inc. 14.560% 

AEP Oklahoma Transmission Company, 

Inc. 

3.386% 

AEP Texas Inc. 8.691% 

AEP West Virginia Transmission 

Company, Inc. 

3.837% 

Appalachian Power Company 2.596% 

Electric Transmission Texas, LLC 21.783% 

Indiana Michigan Power Company 10.271% 

Kentucky Power Company 0.677% 

Kingsport Power Company 0 

Ohio Power Company 10.609% 

Public Service Company Of Oklahoma 4.628% 

Southwestern Electric Power Company 9.707% 

Wheeling Power Company 0 

  Total 100.0% 

Circuit Breaker – 

CB-138 

AEP Appalachian Transmission 

Company, Inc. 

20 

0.186% 

AEP Indiana Michigan Transmission 

Company, Inc. 

4.017% 

AEP Kentucky Transmission Company, 

Inc. 

0.331% 

AEP Ohio Transmission Company, Inc. 10.621% 

AEP Oklahoma Transmission Company, 

Inc. 

1.201% 

AEP Texas Inc. 22.961% 

AEP West Virginia Transmission 

Company, Inc. 

2.070% 

Appalachian Power Company 12.692% 

Electric Transmission Texas, LLC 3.727% 

Indiana Michigan Power Company 5.673% 

Kentucky Power Company 1.325% 

Kingsport Power Company 0.455% 

Ohio Power Company 15.549% 

Public Service Company Of Oklahoma 11.449% 

Southwestern Electric Power Company 7.039% 

Wheeling Power Company 0.704% 

  Total 100.0% 

 

 Equipment Classes and Nominated Quantities must coincide with those set forth on 

Schedule 2.1. 
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Contract Allocated Shares 

Subscriber Parties Contract Allocated Share 

AEP Appalachian Transmission Company, Inc. 0.028% 

AEP Indiana Michigan Transmission Company, 

Inc. 

4.184% 

AEP Kentucky Transmission Company, Inc. 0.164% 

AEP Ohio Transmission Company, Inc. 14.111% 

AEP Oklahoma Transmission Company, Inc. 3.142% 

AEP Texas Inc. 14.342% 

AEP West Virginia Transmission Company, Inc. 2.910% 

Appalachian Power Company 8.368% 

Electric Transmission Texas, LLC 6.782% 

Indiana Michigan Power Company 9.763% 

Kentucky Power Company 0.793% 

Kingsport Power Company 0.069% 

Ohio Power Company 13.605% 

Public Service Company Of Oklahoma 9.500% 

Southwestern Electric Power Company 12.133% 

Wheeling Power Company 0.107% 

Total 100.0% 

 

** The Subscriber Parties have advised Grid Assurance that it is their intention to amend the 

Agreement pursuant to Section 6.1 of Part 2 of the Agreement and Section 6 to (i) add one (1) or 

more Affiliates of the Subscriber Parties (each, an “Intended Subscriber Party” and collectively, 

the “Intended Subscriber Parties”) as Designated Transmission Owners and Subscriber Parties, 

and (ii) modify the Contract Allocated Shares and the Equipment Allocated Shares so that, after 

such amendment, one hundred percent (100%) of all Contract Allocated Shares and one hundred 

percent of the Equipment Allocated Shares for all designated Equipment Classes will be fully 

subscribed by the Remaining Subscriber Parties.  Accordingly, though none of the Intended 

Subscriber Parties is a party to the Agreement or has any rights, obligations or liabilities pursuant 

thereto prior to any such amendment, Grid Assurance and the Subscriber Parties agree that: 

(a) the definition of “Required Regulatory Approval” shall be deemed to include all 

permits, licenses, authorizations, consents, decrees, waivers, approvals, exemptions 

from, filings with or notices to, Governmental Authorities required to be obtained by, 

or issued to, any Intended Subscriber Parties;  

 

(b) the Subscriber Parties shall provide notice to Grid Assurance pursuant to Section 

3.3.3 and Section 3.3.4 of Part 2 of the Agreement with respect to (i) the status of the 

Intended Subscriber Parties’ efforts to obtain Required Regulatory Approvals, and (ii) 

any determination by an Intended Subscriber Party that a Required Regulatory 

Approval will not be obtained by such Intended Subscriber Party or, if obtained, 
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would be subject to conditions that such Intended Subscriber Party deems 

unacceptable; 

 

(c) notwithstanding Section 3.3.5 of Part 2 of the Agreement, the Subscriber Parties shall 

not be permitted to provide Grid Assurance with a Fee Confirmation Notice until 

such time as the Agreement is amended so that so that one hundred percent (100%) of 

all Contract Allocated Shares and one hundred percent of the Equipment Allocated 

Shares for all designated Equipment Classes are fully subscribed by Persons that are 

Subscriber Parties; and  

 

(d) notwithstanding Section 3.4 of Part 2 of the Agreement, Grid Assurance shall have no 

obligation to execute or deliver an Acceptance Notice until such time as the 

Agreement is amended so that so that one hundred percent (100%) of all Contract 

Allocated Shares and one hundred percent of the Equipment Allocated Shares for all 

designated Equipment Classes are fully subscribed by Persons that are Subscriber 

Parties.  
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Original Service Agreement No. 3756 
 

INTERCONNECTION SERVICE AGREEMENT 
By and Among 

PJM Interconnection, L.L.C. 
And 

Kentucky Power Company 
And 

Appalachian Power Company 
(PJM Queue Position #None – Mitchell Unit Nos. 1 & 2) 

 
1.0 Parties.  This Interconnection Service Agreement (“ISA”) including the Specifications, 

Schedules and Appendices attached hereto and incorporated herein, is entered into by and 
between PJM Interconnection, L.L.C., the Regional Transmission Organization for the 
PJM Region (hereinafter “Transmission Provider” or “PJM”), Kentucky Power Company 
(“Interconnection Customer”) and Appalachian Power Company (“Interconnected 
Transmission Owner”).  All capitalized terms herein shall have the meanings set forth in 
the appended definitions of such terms as stated in Part I of the PJM Open Access 
Transmission Tariff (“Tariff”). 

 
2.0 Authority.  This ISA is entered into pursuant to Part VI of the Tariff.  Interconnection 

Customer has requested an Interconnection Service Agreement under the Tariff, and 
Transmission Provider has determined that Interconnection Customer is eligible under the 
Tariff to obtain this ISA.  The standard terms and conditions for interconnection as set 
forth in Appendix 2 to this ISA are hereby specifically incorporated as provisions of this 
ISA.  Transmission Provider, Interconnected Transmission Owner and Interconnection 
Customer agree to and assume all of the rights and obligations of the Transmission 
Provider, Interconnected Transmission Owner and Interconnection Customer, 
respectively, as set forth in Appendix 2 to this ISA.  

 
3.0 Customer Facility Specifications.  Attached are Specifications for the Customer Facility 

that Interconnection Customer proposes to interconnect with the Transmission System.  
Interconnection Customer represents and warrants that, upon completion of construction 
of such facilities, it will own or control the Customer Facility identified in section 1.0 of 
the Specifications attached hereto and made a part hereof.  In the event that 
Interconnection Customer will not own the Customer Facility, Interconnection Customer 
represents and warrants that it is authorized by the owner(s) thereof to enter into this ISA 
and to represent such control.  

 
4.0 Effective Date.  Subject to any necessary regulatory acceptance, this ISA shall become 

effective on the closing date of the transfer of the Customer Facility assets from Ohio 
Power Company to the Interconnection Customer, who will operate the Customer 
Facility, and AEP Generating Resources Inc..  In the event such closing fails to occur, 
this ISA shall not become effective and shall be null and void.  Once this ISA becomes 
effective, this ISA shall terminate on such date as mutually agreed upon by the parties, 
unless earlier terminated in accordance with the terms set forth in Appendix 2 to this ISA.  
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The term of the ISA shall be as provided in Section 1.3 of Appendix 2 to this ISA.  
Interconnection Service shall commence as provided in Section 1.2 of Appendix 2 to this 
ISA. 

 
5.0 Security.  In accord with Section 212.4 of the Tariff, Interconnection Customer shall 

provide the Transmission Provider (for the benefit of the Interconnected Transmission 
Owner) with a letter of credit from an agreed provider or other form of security 
reasonably acceptable to the Transmission Provider and that names the Transmission 
Provider as beneficiary (“Security”) in the amount of $0.  This amount represents the sum 
of the estimated Costs, determined in accordance with Sections 212 and 217 of the Tariff, 
for which the Interconnection Customer will be responsible, less any Costs already paid 
by Interconnection Customer.  Interconnection Customer acknowledges that its ultimate 
cost responsibility in accordance with Section 217 of the Tariff will be based upon the 
actual Costs of the facilities described in the Specifications, whether greater or lesser than 
the amount of the payment security provided under this section. 

 
Should Interconnection Customer fail to provide security at the time the Interconnection 
Customer executes this ISA, or, if deferred, by the end of the 120-day period, this ISA 
shall be terminated. 

 
6.0 Project Specific Milestones.  In addition to the milestones stated in Section 212.5 of the 

Tariff, as applicable, during the term of this ISA, Interconnection Customer shall ensure 
that it meets each of the following development milestones: 

 None. 
 

Interconnection Customer shall demonstrate the occurrence of each of the foregoing 
milestones to Transmission Provider’s reasonable satisfaction.  Transmission Provider 
may reasonably extend any such milestone dates, in the event of delays that 
Interconnection Customer (i) did not cause and (ii) could not have remedied through the 
exercise of due diligence.  The milestone dates stated in this ISA shall be deemed to be 
extended coextensively with any suspension of work initiated by Interconnection 
Customer in accordance with the Interconnection Construction Service Agreement. 

 
7.0 Provision of Interconnection Service.  Transmission Provider and Interconnected 

Transmission Owner agree to provide for the interconnection to the Transmission System 
in the PJM Region of Interconnection Customer’s Customer Facility identified in the 
Specifications in accordance with Part IV and Part VI of the Tariff, the Operating 
Agreement of PJM Interconnection, L.L.C. (“Operating Agreement”), and this ISA, as 
they may be amended from time to time. 

 
8.0 Assumption of Tariff Obligations.  Interconnection Customer agrees to abide by all rules 

and procedures pertaining to generation and transmission in the PJM Region, including 
but not limited to the rules and procedures concerning the dispatch of generation or 
scheduling transmission set forth in the Tariff, the Operating Agreement and the PJM 
Manuals.   
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9.0 Facilities Study.   Since the generation facility is already operational and interconnected 
to the Transmission System, no Facilities Study or System Impact Study was required.  In 
designing and constructing the Attachment Facilities, Local Upgrades and/or Network 
Upgrades, if required and described in the Specifications attached to this ISA, 
Transmission Provider, the Interconnected Transmission Owner(s), and any other 
subcontractors employed by Transmission Provider have had to, and shall have to, rely 
on information provided by Interconnection Customer and possibly by third parties and 
may not have control over the accuracy of such information.  Accordingly, NEITHER 
TRANSMISSION PROVIDER, THE INTERCONNECTED TRANSMISSION 
OWNER(s), NOR ANY OTHER SUBCONTRACTORS EMPLOYED BY 
TRANSMISSION PROVIDER OR INTERCONNECTED TRANSMISSION OWNER 
MAKES ANY WARRANTIES, EXPRESS OR IMPLIED, WHETHER ARISING BY 
OPERATION OF LAW, COURSE OF PERFORMANCE OR DEALING, CUSTOM, 
USAGE IN THE TRADE OR PROFESSION, OR OTHERWISE, INCLUDING 
WITHOUT LIMITATION IMPLIED WARRANTIES OF MERCHANTABILITY AND 
FITNESS FOR A PARTICULAR PURPOSE, WITH REGARD TO THE ACCURACY, 
CONTENT, OR CONCLUSIONS OF THE FACILITIES STUDY OR THE SYSTEM 
IMPACT STUDY IF A FACILITIES STUDY WAS NOT REQUIRED OR OF THE 
ATTACHMENT FACILITIES, THE LOCAL UPGRADES AND/OR THE NETWORK 
UPGRADES, PROVIDED, HOWEVER, that Transmission Provider warrants that the 
Transmission Owner Interconnection Facilities and any Merchant Transmission Upgrades 
described in the Specifications will be designed and constructed (to the extent that 
Interconnected Transmission Owner is responsible for design and construction thereof) 
and operated in accordance with Good Utility Practice, as such term is defined in the 
Operating Agreement.  Interconnection Customer acknowledges that it has not relied on 
any representations or warranties not specifically set forth herein and that no such 
representations or warranties have formed the basis of its bargain hereunder. 

 
10.0 Construction of Transmission Owner Interconnection Facilities 
 

10.1. Cost Responsibility.  Interconnection Customer shall be responsible for and shall 
pay upon demand all Costs associated with the interconnection of the Customer 
Facility as specified in the Tariff.  These Costs may include, but are not limited to, 
an Attachment Facilities charge, a Local Upgrades charge, a Network Upgrades 
charge and other charges, as well as Costs of any Merchant Network Upgrades 
constructed on behalf of Interconnection Customer.  A description of the facilities 
required and an estimate of the Costs of these facilities are included in Sections 
3.0 and 4.0 of the Specifications to this ISA. 

 
10.2. Billing and Payments.  Transmission Provider shall bill the Interconnection 

Customer for the Costs associated with the facilities contemplated by this ISA, 
estimates of which are set forth in the Specifications to this ISA, and the 
Interconnection Customer shall pay such Costs, in accordance with Section 11 of 
Appendix 2 to this ISA and the applicable Interconnection Construction Service 
Agreement. Upon receipt of each of Interconnection Customer’s payments of 
such bills, Transmission Provider shall reimburse the applicable Interconnected 
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Transmission Owner.  Pursuant to Section 212.4 of the Tariff, Interconnection 
Customer requests that Transmission Provider provide a quarterly cost 
reconciliation: 

 
  ______ Yes 
 
  __x____ No  
 

10.3. Contract Option. In the event that the Interconnection Customer and 
Interconnected Transmission Owner agree to utilize the Negotiated Contract 
Option provided by the Interconnection Construction Service Agreement to 
establish, subject to FERC acceptance, non-standard terms regarding cost 
responsibility, payment, billing and/or financing, the terms of Sections 10.1 
and/or 10.2 of this Section 10.0 shall be superseded to the extent required to 
conform to such negotiated terms, as stated in a schedule attached to the parties’ 
Interconnection Construction Service Agreement relating to interconnection of the 
Customer Facility.  

 
10.4 In the event that the Interconnection Customer elects to construct some or all of 

the Transmission Owner Interconnection Facilities and/or of any Merchant 
Network Upgrades under the Option to Build of the Interconnection Construction 
Service Agreement, billing and payment for the Costs associated with the 
facilities contemplated by this ISA shall relate only to such portion of the 
Interconnection Facilities and/or any Merchant Network Upgrades as the 
Interconnected Transmission Owner is responsible for building.  

 
11.0 Interconnection Specifications 
 

11.1 Point of Interconnection.  The Point of Interconnection shall be as identified on 
the one-line diagram attached as Schedule B to this ISA. 

 
11.2 List and Ownership of Interconnection Facilities.  The Interconnection Facilities 

to be constructed and ownership of the components thereof are identified in 
Section 3.0 of the Specifications attached to this ISA.  

 
11.2A List and Ownership of Merchant Network Upgrades.  If applicable, Merchant 

Network Upgrades to be constructed and ownership of the components thereof are 
identified in Section 3.0 of the Specifications attached to this ISA.  

 
11.3 Ownership and Location of Metering Equipment.  The Metering Equipment to be 

constructed, the capability of the Metering Equipment to be constructed, and the 
ownership thereof, are identified on the attached Schedule C to this ISA. 

 
11.4 Applicable Technical Standards.  The Applicable Technical Requirements and 

Standards that apply to the Customer Facility and the Interconnection Facilities 
are identified in Schedule D to this ISA. 
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12.0 Power Factor Requirement. 
 

Consistent with Section 4.7 of Appendix 2 to this ISA, the power factor requirement is as 
follows:   
 
The existing 800 MW Mitchell Generating Plant Unit No. 1 portion of the Customer 
Facility shall retain its existing ability to maintain a power factor of at least 0.98 leading 
to 0.96 lagging measured at the generator’s terminals. 
 
The existing 800 MW Mitchell Generating Unit No. 2 portion of the Customer Facility  
shall retain its existing ability to maintain a power factor of at least 0.99 leading to 0.94 
lagging measured at the generator’s terminals. 

 
13.0 Charges.  In accordance with Sections 10 and 11 of Appendix 2 to this ISA, the 

Interconnection Customer shall pay to the Transmission Provider the charges applicable 
after Initial Operation, as set forth in Schedule E to this ISA.  Promptly after receipt of 
such payments, the Transmission Provider shall forward such payments to the appropriate 
Interconnected Transmission Owner. 

 
14.0 Third Party Beneficiaries.  No third party beneficiary rights are created under this ISA, 

except, however, that, subject to modification of the payment terms stated in Section 10 
of this ISA pursuant to the Negotiated Contract Option, payment obligations imposed on 
Interconnection Customer under this ISA are agreed and acknowledged to be for the 
benefit of the Interconnected Transmission Owner(s).  Interconnection Customer 
expressly agrees that the Interconnected Transmission Owner(s) shall be entitled to take 
such legal recourse as it deems appropriate against Interconnection Customer for the 
payment of any Costs or charges authorized under this ISA or the Tariff with respect to 
Interconnection Service for which Interconnection Customer fails, in whole or in part, to 
pay as provided in this ISA, the Tariff and/or the Operating Agreement. 

 
15.0 Waiver.  No waiver by either party of one or more defaults by the other in performance of 

any of the provisions of this ISA shall operate or be construed as a waiver of any other or 
further default or defaults, whether of a like or different character. 

 
16.0 Amendment.  This ISA or any part thereof, may not be amended, modified, or waived 

other than by a written document signed by all parties hereto. 
 
17.0 Construction With Other Parts Of The Tariff.  This ISA shall not be construed as an 

application for service under Part II or Part III of the Tariff. 
 
18.0 Notices.  Any notice or request made by either party regarding this ISA shall be made, in 

accordance with the terms of Appendix 2 to this ISA, to the representatives of the other 
party and as applicable, to the Interconnected Transmission Owner(s), as indicated 
below: 
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Transmission Provider: 
 
PJM Interconnection, L.L.C. 
955 Jefferson Avenue 
Valley Forge Corporate Center 
Norristown, PA 19403-2497 
 
Interconnection Customer: 
Kentucky Power Company 
1 Riverside Plaza 

  Columbus, Ohio 43215 
Attn: Thomas Fecho 
  
Interconnected Transmission Owner: 
Appalachian Power Company 
700 Morrison Road 
Gahanna, OH 43230 
Attn: Scott N. Smith 
 
cc: Associate General Counsel – Transactions 
American Electric Power Service Corporation 

 1 Riverside Plaza, 29th Floor 
Columbus, OH 43215 

  
19.0 Incorporation Of Other Documents.  All portions of the Tariff and the Operating 

Agreement pertinent to the subject matter of this ISA and not otherwise made a part 
hereof are hereby incorporated herein and made a part hereof.  

 
20.0 Addendum of Non-Standard Terms and Conditions for Interconnection Service.  Subject 

to FERC approval, the parties agree that the terms and conditions set forth in Schedule F 
hereto are hereby incorporated herein by reference and be made a part of this ISA. In the 
event of any conflict between a provision of Schedule F that FERC has accepted and any 
provision of Appendix 2 to this ISA that relates to the same subject matter, the pertinent 
provision of Schedule F shall control.  

 
21.0 Addendum of Interconnection Customer’s Agreement to Conform with IRS Safe Harbor 

Provisions for Non-Taxable Status.  To the extent required, in accordance with Section 
24.1 of Appendix 2 to this ISA, Schedule G to this ISA shall set forth the Interconnection 
Customer’s agreement to conform with the IRS safe harbor provisions for non-taxable 
status.   

 
22.0 Addendum of Interconnection Requirements for a Wind Generation Facility.  To the 

extent required, Schedule H to this ISA sets forth interconnection requirements for a wind 
generation facility and is hereby incorporated by reference and made a part of this ISA. 
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23.0 Infrastructure security of electric system equipment and operations and control hardware 
and software is essential to ensure day-to-day reliability and operational security.  All 
Transmission Providers, Interconnected Transmission Owners, market participants, and 
Interconnection Customers interconnected with electric systems are to comply with the 
recommendations offered by the President's Critical Infrastructure Protection Board and 
best practice recommendations from the electric reliability authority.  All public utilities 
are expected to meet basic standards for electric system infrastructure and operational 
security, including physical, operational, and cyber-security practices. 
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 IN WITNESS WHEREOF, Transmission Provider, Interconnection Customer and 
Interconnected Transmission Owner have caused this ISA to be executed by their respective 
authorized officials. 
 
(PJM Queue Position #None) 
 
Transmission Provider:  PJM Interconnection, L.L.C. 
 
By: /s/Alan Elmy   Manager, Interconnection Planning 12/31/13  
 Name    Title     Date 
 
Printed name of signer: Alan Elmy        
 
Interconnection Customer:  Kentucky Power Company 
 
By: /s/Timothy K. Light           Vice President                               12/18/13  
 Name    Title     Date 
 
Printed name of signer: Timothy K. Light       
 
Interconnected Transmission Owner:  Appalachian Power Company 
 
By: /s/Scott N. Smith               Vice President                               12/18/13  
 Name    Title     Date 
 
Printed name of signer: Scott N. Smith        
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SPECIFICATIONS FOR 
INTERCONNECTION SERVICE AGREEMENT 

By and Among 
PJM INTERCONNECTION, L.L.C. 

And 
Kentucky Power Company 

And 
Appalachian Power Company 

(PJM Queue Position # None – Mitchell Unit Nos. 1 & 2) 
 
1.0 Description of generating unit(s) (the Customer Facility) to be interconnected with the 

Transmission System in the PJM Region: 
 

a. Name of Customer Facility: 
 

Mitchell Generating Plant Unit No. 1 & Mitchell Generating Plant Unit No. 2 
 
b. Location of Customer Facility: 
 

Route 2 South 
Moundsville, WV 26041 
 

c. Size in megawatts of Customer Facility:  
   
  For Generation Interconnection Customer:  
 

Maximum Facility Output of 1600 MW (total for Mitchell Generating 
Plant Unit Nos. 1 and 2)  

Mitchell Generating Plant Unit No. 1: 800 MW 
Mitchell Generating Plant Unit No. 2: 800 MW 

 
 d. Description of the equipment configuration: 

 
Mitchell Unit No. 1 is a single coal fired steam generator. 
Mitchell Unit No. 2 is a single coal fired steam generator. 

 
2.0 Rights 
 

2.1 Capacity Interconnection Rights:  
 

 Pursuant to and subject to the applicable terms of the Tariff, the Interconnection 
Customer shall have Capacity Interconnection Rights at the Point(s) of 
Interconnection specified in this Interconnection Service Agreement in the 
amount of 1562 MW (consisting of 770.1 MW for Mitchell Generating Plant Unit 
No. 1 and 791.9 MW for Mitchell Generating Plant Unit No. 2). 
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2.1a To the extent that any portion of the Customer Facility described in section 1.0 is 
not a Capacity Resource with Capacity Interconnection Rights, such portion of the 
Customer Facility shall be an Energy Resource.  PJM reserves the right to limit 
total injections to the Maximum Facility Output in the event reliability would be 
affected by output greater than such quantity. 

 
 

2.5 Incremental Auction Revenue Rights: 
 

Pursuant to Section 231 of the Tariff, Interconnection Customer shall have 
Incremental Auction Revenue Rights in the following quantities:  None 

 
2.6 Incremental Capacity Transfer Rights: 

 
Pursuant to Section 234 of the Tariff, Interconnection Customer shall have 
Incremental Capacity Transfer Rights between the following associated source(s) 
and sink(s) in the indicated quantities:  None 

 
3.0 Construction Responsibility and Ownership of Interconnection Facilities 
 

a. Interconnection Customer.   
 

(1) Interconnection Customer shall construct and, unless otherwise indicated, 
shall own, the following Interconnection Facilities: 

 
 None 

 
(2) In the event that, in accordance with the Interconnection Construction Service 
Agreement, Interconnection Customer has exercised the Option to Build, it is 
hereby permitted to build in accordance with and subject to the conditions and 
limitations set forth in that Section, the following portions (1) of the Transmission 
Owner Interconnection Facilities and/or (2) of any Merchant Network Upgrades 
which constitute or are part of the Customer Facility: 

 
None 

 
Ownership of the facilities built by Interconnection Customer pursuant to the 
Option to Build shall be as provided in the Interconnection Construction Service 
Agreement. 

 
b. Interconnected Transmission Owner  
 

None 
 
4.0 Subject to modification pursuant to the Negotiated Contract Option and/or the Option to 

Build under the Interconnection Construction Service Agreement, Interconnection 
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Customer shall be subject to the estimated charges detailed below, which shall be billed 
and paid in accordance with Appendix 2, Section 11 of this ISA and the applicable 
Interconnection Construction Service Agreement. 

 
4.1 Attachment Facilities Charge: $ 0 

 
 4.2 Network Upgrades Charge: $ 0 
 

4.3 Local Upgrades Charge: $ 0 
 

4.4 Other Charges: $ 0 
 

4.5 Cost of Merchant Network Upgrades: $ 0 
 

4.6 Cost breakdown: 
 
$ 0  Direct Labor 
$ 0  Direct Material 
$ 0  Indirect Labor 
$ 0  Indirect Material 

 
 $ 0  Total 
 

4.7 Security Amount Breakdown: 
 

$ 0  Estimated Cost of Non-Direct Connection Local Upgrades and/or 
Non-Direct Connection Network Upgrades 

 
plus $ 0  Estimated Cost of any Merchant Network Upgrades that 
Interconnected Transmission Owner is responsible for building  
 
plus $ 0  Estimated cost of the work (for the first three months) on the 
required Attachment Facilities, Direct Connection Local Upgrades, and Direct 
Connection Network Upgrades 
 
plus $ 0  Option to Build Security for Attachment Facilities, Direct 
Connection Local Upgrades, and Direct Connection Network Upgrades (including 
Cancellation Costs) 
 
less $  0 Costs already paid by Interconnection Customer 
 
 $ 0  Total Security required with ISA 
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APPENDICES: 
 
 APPENDIX 1 - DEFINITIONS 
 
 APPENDIX 2 - STANDARD TERMS AND CONDITIONS FOR 

INTERCONNECTIONS 
 
 
SCHEDULES: 
 
 SCHEDULE A - CUSTOMER FACILITY LOCATION/SITE PLAN 
 
 SCHEDULE B - SINGLE-LINE DIAGRAM 
 
 SCHEDULE C - LIST OF METERING EQUIPMENT 
 
 SCHEDULE D - APPLICABLE TECHNICAL REQUIREMENTS AND 

STANDARDS 
 
 SCHEDULE E - SCHEDULE OF CHARGES 
 
 SCHEDULE F - SCHEDULE OF NON-STANDARD TERMS & CONDITIONS 
 
 SCHEDULE G - INTERCONNECTION CUSTOMER’S AGREEMENT TO 

CONFORM WITH IRS SAFE HARBOR PROVISIONS FOR NON-TAXABLE 
STATUS 

 
 SCHEDULE H - INTERCONNECTION REQUIREMENTS FOR A WIND 

GENERATION FACILITY 
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APPENDIX 1 
 

DEFINITIONS 
 

From the PJM Tariff accepted for filing by the Commission 
as of the effective date of this agreement 

 

Document Accession #: 20140130-5342      Filed Date: 01/30/2014

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 706 of 829



 

 

1. Definitions 
 
1.01 Abnormal Condition: 
 
Any condition on the Interconnection Facilities which, determined in accordance with Good 
Utility Practice, is: (i) outside normal operating parameters such that facilities are operating 
outside their normal ratings or that reasonable operating limits have been exceeded; and (ii) 
could reasonably be expected to materially and adversely affect the safe and reliable operation of 
the Interconnection Facilities; but which, in any case, could reasonably be expected to result in 
an Emergency Condition.  Any condition or situation that results from lack of sufficient 
generating capacity to meet load requirements or that results solely from economic conditions 
shall not, standing alone, constitute an Abnormal Condition. 
 
1.0A Affected System: 
 
An electric system other than the Transmission Provider’s Transmission System that may be 
affected by a proposed interconnection or on which a proposed interconnection or addition of 
facilities or upgrades may require modifications or upgrades to the Transmission System. 
 
1.0A.01 Affiliate: 
 
With respect to a corporation, partnership or other entity, each such other corporation, 
partnership or other entity that directly or indirectly, through one or more intermediaries, 
controls, is controlled by, or is under common control with, such corporation, partnership or 
other entity. 
 
1.0B Affected System Operator: 
 
An entity that operates an Affected System or, if the Affected System is under the operational 
control of an independent system operator or a regional transmission organization, such 
independent entity. 
 
1.1 Ancillary Services: 
 
Those services that are necessary to support the transmission of capacity and energy from 
resources to loads while maintaining reliable operation of the Transmission Provider’s 
Transmission System in accordance with Good Utility Practice. 
 
1.2 Annual Transmission Costs: 
 
The total annual cost of the Transmission System for purposes of Network Integration 
Transmission Service shall be the amount specified in Attachment H for each Zone until 
amended by the applicable Transmission Owner or modified by the Commission. 
 
1.2.01 Applicable Laws and Regulations: 
 

Document Accession #: 20140130-5342      Filed Date: 01/30/2014

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 707 of 829



 

 

All duly promulgated applicable federal, state and local laws, regulations, rules, ordinances, 
codes, decrees, judgments, directives, or judicial or administrative orders, permits and other duly 
authorized actions of any Governmental Authority having jurisdiction over the relevant parties, 
their respective facilities, and/or the respective services they provide. 
 
1.2A Applicable Regional Entity: 
 
The Regional Entity for the region in which a Network Customer, Transmission Customer, 
Interconnection Customer, or Transmission Owner operates. 
 
1.2B Applicable Standards: 
 
The requirements and guidelines of NERC, the Applicable Regional Entity, and the Control Area 
in which the Customer Facility is electrically located; the PJM Manuals; and Applicable 
Technical Requirements and Standards. 
 
1.2C Applicable Technical Requirements and Standards: 
 
Those certain technical requirements and standards applicable to interconnections of generation 
and/or transmission facilities with the facilities of an Interconnected Transmission Owner or, as 
the case may be and to the extent applicable, of an Electric Distributor (as defined in Section 1.8 
of the Operating Agreement), as published by Transmission Provider in a PJM Manual provided, 
however, that, with respect to any generation facilities with maximum generating capacity of 2 
MW or less for which the Interconnection Customer executes a Construction Service Agreement 
or Interconnection Service Agreement on or after March 19, 2005, “Applicable Technical 
Requirements and Standards” shall refer to the “PJM Small Generator Interconnection 
Applicable Technical Requirements and Standards.”  All Applicable Technical Requirements 
and Standards shall be publicly available through postings on Transmission Provider’s internet 
website. 
 
1.3 Application: 
 
A request by an Eligible Customer for transmission service pursuant to the provisions of the 
Tariff. 
 
1.3A Attachment Facilities: 
 
The facilities necessary to physically connect a Customer Facility to the Transmission System or 
interconnected distribution facilities. 
 
1.3AA Attachment H: 
 
Attachment H shall refer collectively to the Attachments to the PJM Tariff with the prefix “H-“ 
that set forth, among other things, the Annual Transmission Rates for Network Integration 
Transmission Service in the PJM Zones. 
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1.3B Behind The Meter Generation: 
 
Behind The Meter Generation refers to a generation unit that delivers energy to load without 
using the Transmission System or any distribution facilities (unless the entity that owns or leases 
the distribution facilities has consented to such use of the distribution facilities and such consent 
has been demonstrated to the satisfaction of the Office of the Interconnection); provided, 
however, that Behind The Meter Generation does not include (i) at any time, any portion of such 
generating unit’s capacity that is designated as a Generation Capacity Resource; or (ii) in an 
hour, any portion of the output of such generating unit[s] that is sold to another entity for 
consumption at another electrical location or into the PJM Interchange Energy Market. 
 
1.3BB Black Start Service: 
 
Black Start Service is the capability of generating units to start without an outside electrical 
supply or the demonstrated ability of a generating unit with a high operating factor (subject to 
Transmission Provider concurrence) to automatically remain operating at reduced levels when 
disconnected from the grid. 
 
1.3BB.01 Breach: 
 
The failure of a party to perform or observe any material term or condition of Part IV or Part VI 
of the Tariff, or any agreement entered into thereunder as described in the relevant provisions of 
such agreement. 
 
1.3BB.02 Breaching Party: 
 
A party that is in Breach of Part IV or Part VI and/or an agreement entered into thereunder. 
 
1.3BB.03 Cancellation Costs: 
 
The Costs and liabilities incurred in connection with: (a) cancellation of supplier and contractor 
written orders and agreements entered into to design, construct and install Attachment Facilities, 
Direct Assignment Facilities and/or Customer-Funded Upgrades, and/or (b) completion of some 
or all of the required Attachment Facilities, Direct Assignment Facilities and/or Customer-
Funded Upgrades, or specific unfinished portions and/or removal of any or all of such facilities 
which have been installed, to the extent required for the Transmission Provider and/or 
Transmission Owner(s) to perform their respective obligations under Part IV and/or Part VI of 
the Tariff. 
 
1.3C Capacity Interconnection Rights: 
 
The rights to input generation as a Generation Capacity Resource into the Transmission System 
at the Point of Interconnection where the generating facilities connect to the Transmission 
System. 
 
1.3D Capacity Resource: 
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Shall have the meaning provided in the Reliability Assurance Agreement. 
 
1.3E Capacity Transmission Injection Rights: 
 
The rights to schedule energy and capacity deliveries at a Point of Interconnection (as defined in 
Section 1.33A) of a Merchant Transmission Facility with the Transmission System. Capacity 
Transmission Injection Rights may be awarded only to a Merchant D.C. Transmission Facility 
and/or Controllable A.C. Merchant Transmission Facilities that connects the Transmission 
System to another control area. Deliveries scheduled using Capacity Transmission Injection 
Rights have rights similar to those under Firm Point-to-Point Transmission Service or, if coupled 
with a generating unit external to the PJM Region that satisfies all applicable criteria specified in 
the PJM Manuals, similar to Capacity Interconnection Rights. 
 
1.3F Commencement Date: 
 
The date on which Interconnection Service commences in accordance with an Interconnection 
Service Agreement. 
 
1.4 Commission: 
 
The Federal Energy Regulatory Commission. 
 
1.5 Completed Application: 
 
An Application that satisfies all of the information and other requirements of the Tariff, 
including any required deposit. 
 
1.5.01 Confidential Information: 
 
Any confidential, proprietary, or trade secret information of a plan, specification, pattern, 
procedure, design, device, list, concept, policy, or compilation relating to the present or planned 
business of a New Service Customer, Transmission Owner, or other Interconnection Party or 
Construction Party, which is designated as confidential by the party supplying the information, 
whether conveyed verbally, electronically, in writing, through inspection, or otherwise, and shall 
include, without limitation, all information relating to the producing party’s technology, research 
and development, business affairs and pricing, and any information supplied by any New Service 
Customer, Transmission Owner, or other Interconnection Party or Construction Party to another 
such party prior to the execution of an Interconnection Service Agreement or a Construction 
Service Agreement. 
 
1.5A Consolidated Transmission Owners Agreement: 
 
The certain Consolidated Transmission Owners Agreement dated as of December 15, 2005, by 
and among the Transmission Owners and by and between the Transmission Owners and PJM 
Interconnection, L.L.C. 
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1.5B Constructing Entity: 
 
Either the Transmission Owner or the New Services Customer, depending on which entity has 
the construction responsibility pursuant to Part VI and the applicable Construction Service 
Agreement; this term shall also be used to refer to an Interconnection Customer with respect to 
the construction of the Customer Interconnection Facilities. 
 
1.5C Construction Party: 
 
A party to a Construction Service Agreement.  “Construction Parties” shall mean all of the 
Parties to a Construction Service Agreement. 
 
1.5D Construction Service Agreement: 
 
Either an Interconnection Construction Service Agreement or an Upgrade Construction Service 
Agreement. 
 
1.6 Control Area: 
 
An electric power system or combination of electric power systems to which a common 
automatic generation control scheme is applied in order to: 
 
 (1) match, at all times, the power output of the generators within the electric power 
system(s) and capacity and energy purchased from entities outside the electric power system(s), 
with the load within the electric power system(s); 
 
 (2) maintain scheduled interchange with other Control Areas, within the limits of 
Good Utility Practice; 
 
 (3) maintain the frequency of the electric power system(s) within reasonable limits in 
accordance with Good Utility Practice; and 
 
 (4) provide sufficient generating capacity to maintain operating reserves in 
accordance with Good Utility Practice. 
 
1.6A Control Zone: 
 
Shall have the meaning given in the Operating Agreement. 
 
1.6B Controllable A.C. Merchant Transmission Facilities: 
 
Transmission facilities that (1) employ technology which Transmission Provider reviews and 
verifies will permit control of the amount and/or direction of power flow on such facilities to 
such extent as to effectively enable the controllable facilities to be operated as if they were direct 
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current transmission facilities, and (2) that are interconnected with the Transmission System 
pursuant to Part IV and Part VI of the Tariff. 
 
1.6C Costs: 
 
As used in Part IV, Part VI and related attachments to the Tariff, costs and expenses, as 
estimated or calculated, as applicable, including, but not limited to, capital expenditures, if 
applicable, and overhead, return, and the costs of financing and taxes and any Incidental 
Expenses. 
 
1.6D Counterparty:  
 
PJMSettlement as the contracting party, in its name and own right and not as an agent, to an 
agreement or transaction with a market participant or other customer. 
 
1.7 Curtailment: 
 
A reduction in firm or non-firm transmission service in response to a transfer capability shortage 
as a result of system reliability conditions. 
 
1.7A Customer Facility: 
 
Generation facilities or Merchant Transmission Facilities interconnected with or added to the 
Transmission System pursuant to an Interconnection Request under Subparts A of Part IV of the 
Tariff. 
 
1.7A.01 Customer-Funded Upgrade: 
 
Any Network Upgrade, Local Upgrade, or Merchant Network Upgrade for which cost 
responsibility (i) is imposed on an Interconnection Customer or an Eligible Customer pursuant to 
Section 217 of the Tariff, or (ii) is voluntarily undertaken by a market participant in fulfilment of 
an Upgrade Request pursuant to Section 7.8 of Schedule 1 of the Operating Agreement.  No 
Network Upgrade, Local Upgrade or Merchant Network Upgrade or other transmission 
expansion or enhancement shall be a Customer-Funded Upgrade if and to the extent that the 
costs thereof are included in the rate base of a public utility on which a regulated return is 
earned. 
 
1.7A.02 Customer Interconnection Facilities: 
 
All facilities and equipment owned and/or controlled, operated and maintained by 
Interconnection Customer on Interconnection Customer’s side of the Point of Interconnection 
identified in the appropriate appendices to the Interconnection Service Agreement and to the 
Interconnection Construction Service Agreement, including any modifications, additions, or 
upgrades made to such facilities and equipment, that are necessary to physically and electrically 
interconnect the Customer Facility with the Transmission System. 
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1.7B Daily Capacity Deficiency Rate: 
 
Daily Capacity Deficiency Rate is as defined in Schedule 11 of the Reliability Assurance 
Agreement. 
 
1.7C Deactivation: 
 
The retirement or mothballing of a generating unit governed by Part V of this Tariff. 
 
1.7D Deactivation Avoidable Cost Credit: 
 
The credit paid to Generation Owners pursuant to section 114 of this Tariff. 
 
1.7E Deactivation Avoidable Cost Rate: 
 
The formula rate established pursuant to section 115 of this Tariff. 
 
1.7F Deactivation Date: 
 
The date a generating unit within the PJM Region is either retired or mothballed and ceases to 
operate. 
 
1.7G Default: 
 
As used in the Interconnection Service Agreement and Construction Service Agreement, the 
failure of a Breaching Party to cure its Breach in accordance with the applicable provisions of an 
Interconnection Service Agreement or Construction Service Agreement. 
 
1.8 Delivering Party: 
 
The entity supplying capacity and energy to be transmitted at Point(s) of Receipt. 
 
1.9 Designated Agent: 
 
Any entity that performs actions or functions on behalf of the Transmission Provider, a 
Transmission Owner, an Eligible Customer, or the Transmission Customer required under the 
Tariff. 
 
1.10 Direct Assignment Facilities: 
 
Facilities or portions of facilities that are constructed for the sole use/benefit of a particular 
Transmission Customer requesting service under the Tariff.  Direct Assignment Facilities shall 
be specified in the Service Agreement that governs service to the Transmission Customer and 
shall be subject to Commission approval. 
 
1.10A [RESERVED] 
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1.10B Economic Minimum:   
 
The lowest incremental MW output level a unit can achieve while following economic dispatch. 
 
1.11 Eligible Customer: 
 
(i) Any electric utility (including any Transmission Owner and any power marketer), Federal 
power marketing agency, or any person generating electric energy for sale for resale is an 
Eligible Customer under the Tariff.  Electric energy sold or produced by such entity may be 
electric energy produced in the United States, Canada or Mexico.  However, with respect to 
transmission service that the Commission is prohibited from ordering by Section 212(h) of the 
Federal Power Act, such entity is eligible only if the service is provided pursuant to a state 
requirement that the Transmission Provider or Transmission Owner offer the unbundled 
transmission service, or pursuant to a voluntary offer of such service by a Transmission Owner. 
 
(ii) Any retail customer taking unbundled transmission service pursuant to a state requirement 
that the Transmission Provider or a Transmission Owner offer the transmission service, or 
pursuant to a voluntary offer of such service by a Transmission Owner, is an Eligible Customer 
under the Tariff.  As used in Part VI, Eligible Customer shall mean only those Eligible 
Customers that have submitted a Completed Application. 
 
1.11.01 Emergency Condition: 
 
A condition or situation (i) that in the judgment of any Interconnection Party is imminently likely 
to endanger life or property; or (ii) that in the judgment of the Interconnected Transmission 
Owner or Transmission Provider is imminently likely (as determined in a non-discriminatory 
manner) to cause a material adverse effect on the security of, or damage to, the Transmission 
System, the Interconnection Facilities, or the transmission systems or distribution systems to 
which the Transmission System is directly or indirectly connected; or (iii) that in the judgment of 
Interconnection Customer is imminently likely (as determined in a non-discriminatory manner) 
to cause damage to the Customer Facility or to the Customer Interconnection Facilities.  System 
restoration and black start shall be considered Emergency Conditions, provided that a Generation 
Interconnection Customer is not obligated by an Interconnection Service Agreement to possess 
black start capability.  Any condition or situation that results from lack of sufficient generating 
capacity to meet load requirements or that results solely from economic conditions shall not 
constitute an Emergency Condition, unless one or more of the enumerated conditions or 
situations identified in this definition also exists. 
 
1.11A Energy Resource: 
 
A generating facility that is not a Capacity Resource. 
 
1.11A.01 Energy Settlement Area: 
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The bus or distribution of busses that represents the physical location of Network Load and by 
which the obligations of the Network Customer to PJM are settled. 
 
1.11B Energy Transmission Injection Rights: 
 
The rights to schedule energy deliveries at a specified point on the Transmission System. Energy 
Transmission Injection Rights may be awarded only to a Merchant D.C. Transmission Facility 
that connects the Transmission System to another control area. Deliveries scheduled using 
Energy Transmission Injection Rights have rights similar to those under Non-Firm Point-to-Point 
Transmission Service. 
 
1.11C Environmental Laws: 
 
Applicable Laws or Regulations relating to pollution or protection of the environment, natural 
resources or human health and safety. 
 
1.12 Facilities Study: 
 
An engineering study conducted by the Transmission Provider (in coordination with the affected 
Transmission Owner(s)) to determine the required modifications to the Transmission Provider’s 
Transmission System, including the cost and scheduled completion date for such modifications, 
that will be required to provide the requested transmission service or to accommodate an 
Interconnection Request or Upgrade Request.  As used in the Interconnection Service Agreement 
or Construction Service Agreement, Facilities Study shall mean that certain Facilities Study 
conducted by Transmission Provider (or at its direction) to determine the design and 
specification of the Interconnection Facilities necessary to accommodate the New Service 
Customer’s New Service Request in accordance with Section 207 of Part VI of the Tariff.  
 
1.12A Federal Power Act: 
 
The Federal Power Act, as amended, 16 U.S.C. §§ 791a, et seq. 
 
1.12B FERC: 
 
The Federal Energy Regulatory Commission or its successor.  
 
1.13 Firm Point-To-Point Transmission Service: 
 
Transmission Service under this Tariff that is reserved and/or scheduled between specified Points 
of Receipt and Delivery pursuant to Part II of this Tariff. 
 
1.13A Firm Transmission Withdrawal Rights: 
 
The rights to schedule energy and capacity withdrawals from a Point of Interconnection (as 
defined in Section 1.33A) of a Merchant Transmission Facility with the Transmission System. 
Firm Transmission Withdrawal Rights may be awarded only to a Merchant D.C. Transmission 
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Facility that connects the Transmission System with another control area. Withdrawals scheduled 
using Firm Transmission Withdrawal Rights have rights similar to those under Firm Point-to-
Point Transmission Service. 
 
1.13A.01 Force Majeure: 
 
Any cause beyond the control of the affected Interconnection Party or Construction Party, 
including but not restricted to, acts of God, flood, drought, earthquake, storm, fire, lightning, 
epidemic, war, riot, civil disturbance or disobedience, labor dispute, labor or material shortage, 
sabotage, acts of public enemy, explosions, orders, regulations or restrictions imposed by 
governmental, military, or lawfully established civilian authorities, which, in any of the 
foregoing cases, by exercise of due diligence such party could not reasonably have been 
expected to avoid, and which, by the exercise of due diligence, it has been unable to overcome. 
Force Majeure does not include (i) a failure of performance that is due to an affected party’s own 
negligence or intentional wrongdoing; (ii) any removable or remediable causes (other than 
settlement of a strike or labor dispute) which an affected party fails to remove or remedy within a 
reasonable time; or (iii) economic hardship of an affected party. 
 
1.13A.02 Generation Capacity Resource: 
 
“Generation Capacity Resource” shall have the meaning specified in the Reliability Assurance 
Agreement. 
 
1.13B Generation Interconnection Customer: 
 
An entity that submits an Interconnection Request to interconnect a new generation facility or to 
increase the capacity of an existing generation facility interconnected with the Transmission 
System in the PJM Region. 
 
1.13C Generation Interconnection Facilities Study: 
 
A Facilities Study related to a Generation Interconnection Request. 
 
1.13D Generation Interconnection Feasibility Study: 
 
A study conducted by the Transmission Provider (in coordination with the affected Transmission 
Owner(s)) in accordance with Section 36.2 of this Tariff. 
 
1.13E Generation Interconnection Request: 
 
A request by a Generation Interconnection Customer pursuant to Subpart A of Part IV of the 
Tariff to interconnect a generating unit with the Transmission System or to increase the capacity 
of a generating unit interconnected with the Transmission System in the PJM Region. 
 
1.13F Generation Owner: 
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An entity that owns or otherwise controls and operates one or more operating generating units in 
the PJM Region. 
 
1.14 Good Utility Practice: 
 
Any of the practices, methods and acts engaged in or approved by a significant portion of the 
electric utility industry during the relevant time period, or any of the practices, methods and acts 
which, in the exercise of reasonable judgment in light of the facts known at the time the decision 
was made, could have been expected to accomplish the desired result at a reasonable cost 
consistent with good business practices, reliability, safety and expedition.  Good Utility Practice 
is not intended to be limited to the optimum practice, method, or act to the exclusion of all 
others, but rather to be acceptable practices, methods, or acts generally accepted in the region; 
including those practices required by Federal Power Act Section 215(a)(4). 
 
1.14.01 Governmental Authority: 
 
Any federal, state, local or other governmental, regulatory or administrative agency, court, 
commission, department, board, or other governmental subdivision, legislature, rulemaking 
board, tribunal, arbitrating body, or other governmental authority having jurisdiction over any 
Interconnection Party or Construction Party or regarding any matter relating to an 
Interconnection Service Agreement or Construction Service Agreement, as applicable. 
 
1.14.02 Hazardous Substances: 
 
Any chemicals, materials or substances defined as or included in the definition of “hazardous 
substances,” “hazardous wastes,” “hazardous materials,” “hazardous constituents,” “restricted 
hazardous materials,” “extremely hazardous substances,” “toxic substances,” “radioactive 
substances,” “contaminants,” “pollutants,” “toxic pollutants” or words of similar meaning and 
regulatory effect under any applicable Environmental Law, or any other chemical, material or 
substance, exposure to which is prohibited, limited or regulated by any applicable Environmental 
Law.  
 
1.14A IDR Transfer Agreement: 
 
An agreement to transfer, subject to the terms of Section 49B of the Tariff, Incremental 
Deliverability Rights to a party for the purpose of eliminating or reducing the need for Local or 
Network Upgrades that would otherwise have been the responsibility of the party receiving such 
rights. 
 
1.14A.01 Incidental Expenses: 
 
Shall mean those expenses incidental to the performance of construction pursuant to an 
Interconnection Construction Service Agreement, including, but not limited to, the expense of 
temporary construction power, telecommunications charges, Interconnected Transmission Owner 
expenses associated with, but not limited to, document preparation, design review, installation, 
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monitoring, and construction-related operations and maintenance for the Customer Facility and 
for the Interconnection Facilities. 
 
1.14B  Incremental Auction Revenue Rights: 
 
The additional Auction Revenue Rights (as defined in Section 1.3.1A of Schedule 1 of the 
Operating Agreement), not previously feasible, created by the addition of Incremental Rights-
Eligible Required Transmission Enhancements, Merchant Transmission Facilities, or of one or 
more Customer-Funded Upgrades.  
 
1.14B.01  Incremental Rights-Eligible Required Transmission Enhancements: 
 
Regional Facilities and Necessary Lower Voltage Facilities or Lower Voltage Facilities (as 
defined in Schedule 12 of the Tariff) and meet one of the following criteria: (1) cost 
responsibility is assigned to non-contiguous Zones that are not directly electrically connected; or 
(2) cost responsibility is assigned to Merchant Transmission Providers that are Responsible 
Customers. 
 
1.14C Incremental Available Transfer Capability Revenue Rights: 
 
The rights to revenues that are derived from incremental Available Transfer Capability created 
by the addition of Merchant Transmission Facilities or of one of more Customer-Funded 
Upgrades. 
 
1.14D Incremental Deliverability Rights (IDRs): 
 
The rights to the incremental ability, resulting from the addition of Merchant Transmission 
Facilities, to inject energy and capacity at a point on the Transmission System, such that the 
injection satisfies the deliverability requirements of a Capacity Resource. Incremental 
Deliverability Rights may be obtained by a generator or a Generation Interconnection Customer, 
pursuant to an IDR Transfer Agreement, to satisfy, in part, the deliverability requirements 
necessary to obtain Capacity Interconnection Rights. 
 
1.14Da Initial Operation: 
 
The commencement of operation of the Customer Facility and Customer Interconnection 
Facilities after satisfaction of the conditions of Section 1.4 of Appendix 2 of an Interconnection 
Service Agreement. 
 
1.14Db Initial Study: 
 
A study of a Completed Application conducted by the Transmission Provider (in coordination 
with the affected Transmission Owner(s)) in accordance with Section 19 or Section 32 of the 
Tariff. 
 
1.14Dc Interconnected Entity: 
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Either the Interconnection Customer or the Interconnected Transmission Owner; Interconnected 
Entities shall mean both of them. 
 
1.14D.01  Interconnected Transmission Owner: 
 
The Transmission Owner to whose transmission facilities or distribution facilities Customer 
Interconnection Facilities are, or as the case may be, a Customer Facility is, being directly 
connected.  When used in an Interconnection Construction Service Agreement, the term may 
refer to a Transmission Owner whose facilities must be upgraded pursuant to the Facilities 
Study, but whose facilities are not directly interconnected with those of the Interconnection 
Customer. 
 
1.14D.02 Interconnection Construction Service Agreement: 
 
The agreement entered into by an Interconnection Customer, Interconnected Transmission 
Owner and the Transmission Provider pursuant to Subpart B of Part VI of the Tariff and in the 
form set forth in Attachment P of the Tariff, relating to construction of Attachment Facilities, 
Network Upgrades, and/or Local Upgrades and coordination of the construction and 
interconnection of an associated Customer Facility.  A separate Interconnection Construction 
Service Agreement will be executed with each Transmission Owner that is responsible for 
construction of any Attachment Facilities, Network Upgrades, or Local Upgrades associated with 
interconnection of a Customer Facility. 
 
1.14E Interconnection Customer: 
 
A Generation Interconnection Customer and/or a Transmission Interconnection Customer. 
 
1.14F Interconnection Facilities: 
 
The Transmission Owner Interconnection Facilities and the Customer Interconnection Facilities. 
 
1.14G Interconnection Feasibility Study: 
 
Either a Generation Interconnection Feasibility Study or Transmission Interconnection 
Feasibility Study. 
 
1.14G.01 Interconnection Party: 
 
Transmission Provider, Interconnection Customer, or the Interconnected Transmission Owner. 
Interconnection Parties shall mean all of them. 
 
1.14H Interconnection Request: 
 
A Generation Interconnection Request, a Transmission Interconnection Request and/or an IDR 
Transfer Agreement. 
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1.14H.01 Interconnection Service: 
 
The physical and electrical interconnection of the Customer Facility with the Transmission 
System pursuant to the terms of Part IV and Part VI and the Interconnection Service Agreement 
entered into pursuant thereto by Interconnection Customer, the Interconnected Transmission 
Owner and Transmission Provider. 
 
1.14I Interconnection Service Agreement: 
 
An agreement among the Transmission Provider, an Interconnection Customer and an 
Interconnected Transmission Owner regarding interconnection under Part IV and Part VI of the 
Tariff. 
 
1.14J Interconnection Studies: 
 
The Interconnection Feasibility Study, the System Impact Study, and the Facilities Study 
described in Part IV and Part VI of the Tariff. 
 
1.15 Interruption: 
 
A reduction in non-firm transmission service due to economic reasons pursuant to Section 14.7. 
 
1.15A List of Approved Contractors: 
 
A list developed by each Transmission Owner and published in a PJM Manual of (a) contractors 
that the Transmission Owner considers to be qualified to install or construct new facilities and/or 
upgrades or modifications to existing facilities on the Transmission Owner’s system, provided 
that such contractors may include, but need not be limited to, contractors that, in addition to 
providing construction services, also provide design and/or other construction-related services, 
and (b) manufacturers or vendors of major transmission-related equipment (e.g., high-voltage 
transformers, transmission line, circuit breakers) whose products the Transmission Owner 
considers acceptable for installation and use on its system. 
 
1.16 Load Ratio Share: 
 
Ratio of a Transmission Customer’s Network Load to the Transmission Provider’s total load. 
 
1.17 Load Shedding: 
 
The systematic reduction of system demand by temporarily decreasing load in response to 
transmission system or area capacity shortages, system instability, or voltage control 
considerations under Part II or Part III of the Tariff. 
 
1.17A Local Upgrades: 
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Modifications or additions of facilities to abate any local thermal loading, voltage, short circuit, 
stability or similar engineering problem caused by the interconnection and delivery of generation 
to the Transmission System.  Local Upgrades shall include: 
 
 (i) Direct Connection Local Upgrades which are Local Upgrades that only serve the 
Customer Interconnection Facility and have no impact or potential impact on the Transmission 
System until the final tie-in is complete; and  
 
 (ii) Non-Direct Connection Local Upgrades which are parallel flow Local Upgrades that 
are not Direct Connection Local Upgrades. 
 
1.18 Long-Term Firm Point-To-Point Transmission Service: 
 
Firm Point-To-Point Transmission Service under Part II of the Tariff with a term of one year or 
more. 
 
1.18A [RESERVED] 
 
1.18A.01  [RESERVED] 
 
1.18A.02 Material Modification: 
 
Any modification to an Interconnection Request that has a material adverse effect on the cost or 
timing of Interconnection Studies related to, or any Network Upgrades or Local Upgrades 
needed to accommodate, any Interconnection Request with a later Queue Position. 
 
1.18A.03 Maximum Facility Output: 
 
The maximum (not nominal) net electrical power output in megawatts, specified in the 
Interconnection Service Agreement, after supply of any parasitic or host facility loads, that a 
Generation Interconnection Customer’s Customer Facility is expected to produce, provided that 
the specified Maximum Facility Output shall not exceed the output of the proposed Customer 
Facility that Transmission Provider utilized in the System Impact Study. 
 
1.18B Merchant A.C. Transmission Facilities: 
 
Merchant Transmission Facilities that are alternating current (A.C.) transmission facilities, other 
than those that are Controllable A.C. Merchant Transmission Facilities.  
 
1.18C Merchant D.C. Transmission Facilities: 
 
Direct current (D.C.) transmission facilities that are interconnected with the Transmission 
System pursuant to Part IV and Part VI of the Tariff.  
 
1.18D Merchant Network Upgrades: 
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Merchant A.C. Transmission Facilities that are additions to, or modifications or replacements of, 
physical facilities of the Interconnected Transmission Owner that, on the date of the pertinent 
Transmission Interconnection Customer’s Interconnection Request, are part of the Transmission 
System or are included in the Regional Transmission Expansion Plan. 
 
1.18E Merchant Transmission Facilities: 
 
A.C. or D.C. transmission facilities that are interconnected with or added to the Transmission 
System pursuant to Part IV and Part VI of the Tariff and that are so identified on Attachment T 
to the Tariff, provided, however, that Merchant Transmission Facilities shall not include (i) any 
Customer Interconnection Facilities, (ii) any physical facilities of the Transmission System that 
were in existence on or before March 20, 2003 ; (iii) any expansions or enhancements of the 
Transmission System that are not identified as Merchant Transmission Facilities in the Regional 
Transmission Expansion Plan and Attachment T to the Tariff, or (iv) any transmission facilities 
that are included in the rate base of a public utility and on which a regulated return is earned. 
 
1.18F Merchant Transmission Provider: 
 
An Interconnection Customer that (1) owns,  controls, or controls the rights to use the 
transmission capability of, Merchant D.C. Transmission Facilities and/or Controllable A.C. 
Merchant Transmission Facilities that connect the Transmission System with another control 
area, (2) has elected to receive Transmission Injection Rights and Transmission Withdrawal 
Rights associated with such facility pursuant to Section 36 of the Tariff, and (3) makes (or will 
make) the transmission capability of such facilities available for use by third parties under terms 
and conditions approved by the Commission and stated in the Tariff, consistent with Section 38 
below. 
 
1.18G Metering Equipment: 
 
All metering equipment installed at the metering points designated in the appropriate appendix to 
an Interconnection Service Agreement. 
 
1.19 Native Load Customers: 
 
The wholesale and retail power customers of a Transmission Owner on whose behalf the 
Transmission Owner, by statute, franchise, regulatory requirement, or contract, has undertaken 
an obligation to construct and operate the Transmission Owner’s system to meet the reliable 
electric needs of such customers. 
 
1.19A NERC: 
 
The North American Electric Reliability Council or any successor thereto. 
 
1.19B Neutral Party: 
 
Shall have the meaning provided in Section 9.3(v). 
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1.20 Network Customer: 
 
An entity receiving transmission service pursuant to the terms of the Transmission Provider’s 
Network Integration Transmission Service under Part III of the Tariff. 
 
1.21 Network Integration Transmission Service: 
 
The transmission service provided under Part III of the Tariff. 
 
1.22 Network Load: 
 
The load that a Network Customer designates for Network Integration Transmission Service 
under Part III of the Tariff.  The Network Customer’s Network Load shall include all load 
(including losses) served by the output of any Network Resources designated by the Network 
Customer.  A Network Customer may elect to designate less than its total load as Network Load 
but may not designate only part of the load at a discrete Point of Delivery.  Where an Eligible 
Customer has elected not to designate a particular load at discrete points of delivery as Network 
Load, the Eligible Customer is responsible for making separate arrangements under Part II of the 
Tariff for any Point-To-Point Transmission Service that may be necessary for such non-
designated load. 
 
1.23 Network Operating Agreement: 
 
An executed agreement that contains the terms and conditions under which the Network 
Customer shall operate its facilities and the technical and operational matters associated with the 
implementation of Network Integration Transmission Service under Part III of the Tariff. 
 
1.24 Network Operating Committee: 
 
A group made up of representatives from the Network Customer(s) and the Transmission 
Provider established to coordinate operating criteria and other technical considerations required 
for implementation of Network Integration Transmission Service under Part III of this Tariff.  
 
1.25 Network Resource: 
 
Any designated generating resource owned, purchased, or leased by a Network Customer under 
the Network Integration Transmission Service Tariff.  Network Resources do not include any 
resource, or any portion thereof, that is committed for sale to third parties or otherwise cannot be 
called upon to meet the Network Customer’s Network Load on a non-interruptible basis, except 
for purposes of fulfilling obligations under a reserve sharing program. 
 
1.26 Network Upgrades: 
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Modifications or additions to transmission-related facilities that are integrated with and support 
the Transmission Provider’s overall Transmission System for the general benefit of all users of 
such Transmission System. Network Upgrades shall include: 
 
 (i) Direct Connection Network Upgrades which are Network Upgrades that only serve 
the Customer Interconnection Facility and have no impact or potential impact on the 
Transmission System until the final tie-in is complete; and 
 
 (ii) Non-Direct Connection Network Upgrades which are parallel flow Network 
Upgrades that are not Direct Connection Network Upgrades. 
 
1.26A New PJM Zone(s): 
 
The Zone included in this Tariff, along with applicable Schedules and Attachments, for 
Commonwealth Edison Company, The Dayton Power and Light Company and the AEP East 
Operating Companies (Appalachian Power Company, Columbus Southern Power Company, 
Indiana Michigan Power Company, Kentucky Power Company, Kingsport Power Company, 
Ohio Power Company and Wheeling Power Company). 
 
1.26B New Service Customers: 
 
All customers that submit an Interconnection Request, a Completed Application, or an Upgrade 
Request that is pending in the New Services Queue. 
 
1.26C New Service Request: 
 
An Interconnection Request, a Completed Application, or an Upgrade Request. 
 
1.26D New Services Queue: 
 
All Interconnection Requests, Completed Applications, and Upgrade Requests that are received 
within each three-month period ending on January 31, April 30, July 31, and October 31 of each 
year shall collectively comprise a New Services Queue. 
 
1.26E New Services Queue Closing Date: 
 
Each January 31, April 30, July 31, and October 31 shall be the Queue Closing Date for the New 
Services Queue comprised of Interconnection Requests, Completed Applications, and Upgrade 
Requests received during the three-month period ending on such date. 
 
1.26F Nominal Rated Capability: 
 
The nominal maximum rated capability in megawatts of a Transmission Interconnection 
Customer’s Customer Facility or the nominal increase in transmission capability in megawatts of 
the Transmission System resulting from the interconnection or addition of a Transmission 
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Interconnection Customer’s Customer Facility, as determined in accordance with pertinent 
Applicable Standards and specified in the Interconnection Service Agreement. 
 
1.27 Non-Firm Point-To-Point Transmission Service: 
 
Point-To-Point Transmission Service under the Tariff that is reserved and scheduled on an as-
available basis and is subject to Curtailment or Interruption as set forth in Section 14.7 under 
Part II of this Tariff.  Non-Firm Point-To-Point Transmission Service is available on a stand-
alone basis for periods ranging from one hour to one month. 
 
1.27.01 Non-Firm Sale: 
 
An energy sale for which receipt or delivery may be interrupted for any reason or no reason, 
without liability on the part of either the buyer or seller. 
 
1.27A Non-Firm Transmission Withdrawal Rights: 
 
The rights to schedule energy withdrawals from a specified point on the Transmission System. 
Non-Firm Transmission Withdrawal Rights may be awarded only to a Merchant D.C. 
Transmission Facility that connects the Transmission System to another control area. 
Withdrawals scheduled using Non-Firm Transmission Withdrawal Rights have rights similar to 
those under Non-Firm Point-to-Point Transmission Service. 
 
1.27AA  Non-Retail Behind The Meter Generation: 
 
Behind the Meter Generation that is used by municipal electric systems, electric cooperatives, or 
electric distribution companies to serve load. 
 
1.27B Non-Zone Network Load: 
 
Network Load that is located outside of the PJM Region. 
 
1.27C Office of the Interconnection: 
 
Office of the Interconnection shall have the meaning set forth in the Operating Agreement. 
 
1.28 Open Access Same-Time Information System (OASIS): 
 
The information system and standards of conduct contained in Part 37 and Part 38 of the 
Commission’s regulations and all additional requirements implemented by subsequent 
Commission orders dealing with OASIS. 
 
1.28A Operating Agreement of the PJM Interconnection, L.L.C. or Operating Agreement: 
 
That agreement dated as of April 1, 1997 and as amended and restated as of June 2, 1997 and as 
amended from time to time thereafter, among the members of the PJM Interconnection, L.L.C. 
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1.28A.01 Option to Build: 
 
The option of the New Service Customer to build certain Customer-Funded Upgrades, as set 
forth in, and subject to the terms of, the Construction Service Agreement. 
 
1.28B Optional Interconnection Study: 
 
A sensitivity analysis of an Interconnection Request based on assumptions specified by the 
Interconnection Customer in the Optional Interconnection Study Agreement. 
 
1.28C Optional Interconnection Study Agreement: 
 
The form of agreement for preparation of an Optional Interconnection Study, as set forth in 
Attachment N-3 of the Tariff. 
 
1.29 Part I: 
 
Tariff Definitions and Common Service Provisions contained in Sections 2 through 12. 
 
1.30 Part II: 
 
Tariff Sections 13 through 27 pertaining to Point-To-Point Transmission Service in conjunction 
with the applicable Common Service Provisions of Part I and appropriate Schedules and 
Attachments. 
 
1.31 Part III: 
 
Tariff Sections 28 through 35 pertaining to Network Integration Transmission Service in 
conjunction with the applicable Common Service Provisions of Part I and appropriate Schedules 
and Attachments. 
 
1.31A Part IV: 
 
Tariff Sections 36 through 112 pertaining to generation or merchant transmission interconnection 
to the Transmission System in conjunction with the applicable Common Service Provisions of 
Part I and appropriate Schedules and Attachments. 
 
1.31B Part V: 
 
Tariff Sections 113 through 122 pertaining to the deactivation of generating units in conjunction 
with the applicable Common Service Provisions of Part I and appropriate Schedules and 
Attachments. 
 
1.31C Part VI: 
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Tariff Sections 200 through 237 pertaining to the queuing, study, and agreements relating to New 
Service Requests, and the rights associated with Customer-Funded Upgrades in conjunction with 
the applicable Common Service Provisions of Part I and appropriate Schedules and Attachments. 
 
1.32 Parties: 
 
The Transmission Provider, as administrator of the Tariff, and the Transmission Customer 
receiving service under the Tariff.  PJMSettlement shall be the Counterparty to Transmission 
Customers. 
 
1.32.01  PJM:   
 
PJM Interconnection, L.L.C. 
 
1.32A PJM Administrative Service: 
 
The services provided by PJM pursuant to Schedule 9 of this Tariff. 
 
1.32B PJM Control Area: 
 
The Control Area that is recognized by NERC as the PJM Control Area. 
 
1.32C PJM Interchange Energy Market: 
 
The regional competitive market administered by the Transmission Provider for the purchase and 
sale of spot electric energy at wholesale interstate commerce and related services, as more fully 
set forth in Attachment K – Appendix to the Tariff and Schedule 1 to the Operating Agreement. 
 
1.32D PJM Manuals: 
 
The instructions, rules, procedures and guidelines established by the Transmission Provider for 
the operation, planning, and accounting requirements of the PJM Region and the PJM 
Interchange Energy Market. 
 
1.32E PJM Region: 
 
Shall have the meaning specified in the Operating Agreement.  
 
1.32F [RESERVED] 
 
1.32.F.01  PJMSettlement:   
 
PJM Settlement, Inc. (or its successor). 
 
1.32G [RESERVED] 
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1.33 Point(s) of Delivery: 
 
Point(s) on the Transmission Provider’s Transmission System where capacity and energy 
transmitted by the Transmission Provider will be made available to the Receiving Party under 
Part II of the Tariff.  The Point(s) of Delivery shall be specified in the Service Agreement for 
Long-Term Firm Point-To-Point Transmission Service. 
 
1.33A Point of Interconnection: 
 
The point or points, shown in the appropriate appendix to the Interconnection Service Agreement 
and the Interconnection Construction Service Agreement, where the Customer Interconnection 
Facilities interconnect with the Transmission Owner Interconnection Facilities or the 
Transmission System. 
 
1.34 Point(s) of Receipt: 
 
Point(s) of interconnection on the Transmission Provider’s Transmission System where capacity 
and energy will be made available to the Transmission Provider by the Delivering Party under 
Part II of the Tariff.  The Point(s) of Receipt shall be specified in the Service Agreement for 
Long-Term Firm Point-To-Point Transmission Service. 
 
1.35 Point-To-Point Transmission Service: 
 
The reservation and transmission of capacity and energy on either a firm or non-firm basis from 
the Point(s) of Receipt to the Point(s) of Delivery under Part II of the Tariff. 
 
1.36 Power Purchaser: 
 
The entity that is purchasing the capacity and energy to be transmitted under the Tariff. 
 
1.36.01 PRD Curve: 
 
PRD Curve shall have the meaning provided in the Reliability Assurance Agreement. 
 
1.36.02 PRD Provider: 
 
PRD Provider shall have the meaning provided in the Reliability Assurance Agreement. 
 
1.36.03  PRD Reservation Price: 
 
 PRD Reservation Price shall have the meaning provided in the Reliability Assurance 
Agreement. 
 
1.36.04  PRD Substation:   
 
PRD Substation shall have the meaning provided in the Reliability Assurance Agreement. 
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1.36.05 Pre-Confirmed Application: 
 
An Application that commits the Eligible Customer to execute a Service Agreement upon receipt 
of notification that the Transmission Provider can provide the requested Transmission Service. 
 
1.36A Pre-Expansion PJM Zones: 
 
Zones included in this Tariff, along with applicable Schedules and Attachments, for certain 
Transmission Owners – Atlantic City Electric Company, Baltimore Gas and Electric Company, 
Delmarva Power and Light Company, Jersey Central Power and Light Company, Metropolitan 
Edison Company, PECO Energy Company, Pennsylvania Electric Company, Pennsylvania 
Power & Light Group, Potomac Electric Power Company, Public Service Electric and Gas 
Company, Allegheny Power, and Rockland Electric Company. 
 
1.36A.01  Price Responsive Demand: 
 
Price Responsive Demand shall have the meaning provided in the Reliability Assurance 
Agreement. 
 
1.36A.02 Project Financing: 
 
Shall mean:  (a) one or more loans, leases, equity and/or debt financings, together with all 
modifications, renewals, supplements, substitutions and replacements thereof, the proceeds of 
which are used to finance or refinance the costs of the Customer Facility, any alteration, 
expansion or improvement to the Customer Facility, the purchase and sale of the Customer 
Facility or the operation of the Customer Facility; (b) a power purchase agreement pursuant to 
which Interconnection Customer’s obligations are secured by a mortgage or other lien on the 
Customer Facility; or (c) loans and/or debt issues secured by the Customer Facility. 
 
1.36A.03 Project Finance Entity: 
 
Shall mean:  (a) a holder, trustee or agent for holders, of any component of Project Financing; or 
(b) any purchaser of capacity and/or energy produced by the Customer Facility to which 
Interconnection Customer has granted a mortgage or other lien as security for some or all of 
Interconnection Customer’s obligations under the corresponding power purchase agreement. 
 
1.36B Queue Position: 
 
The priority assigned to an Interconnection Request, a Completed Application, or an Upgrade 
Request pursuant to applicable provisions of Part VI. 
 
1.36C Reasonable Efforts: 
 
With respect to any action required to be made, attempted, or taken by an Interconnection Party 
or by a Construction Party under Part IV or Part VI of the Tariff, an Interconnection Service 
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Agreement, or a Construction Service Agreement, such efforts as are timely and consistent with 
Good Utility Practice and with efforts that such party would undertake for the protection of its 
own interests. 
 
1.37 Receiving Party: 
 
The entity receiving the capacity and energy transmitted by the Transmission Provider to 
Point(s) of Delivery. 
 
1.37A.01  Regional Entity: 
 
Shall have the same meaning specified in the Operating Agreement. 
 
1.37A Regional Transmission Expansion Plan: 
 
The plan prepared by the Office of the Interconnection pursuant to Schedule 6 of the Operating 
Agreement for the enhancement and expansion of the Transmission System in order to meet the 
demands for firm transmission service in the PJM Region. 
 
1.38 Regional Transmission Group (RTG): 
 
A voluntary organization of transmission owners, transmission users and other entities approved 
by the Commission to efficiently coordinate transmission planning (and expansion), operation 
and use on a regional (and interregional) basis. 
 
1.38.01  Regulation Zone: 
 
Any of those one or more geographic areas, each consisting of a combination of one or more 
Control Zone(s) as designated by the Office of the Interconnection in the PJM Manuals, relevant 
to provision of, and requirements for, regulation service. 
 
1.38.01A  Relevant Electric Retail Regulatory Authority: 
 
An entity that has jurisdiction over and establishes prices and policies for competition for 
providers of retail electric service to end-customers, such as the city council for a municipal 
utility, the governing board of a cooperative utility, the state public utility commission or any 
other such entity. 
 
1.38A Reliability Assurance Agreement: 
 
The Reliability Assurance Agreement Among Load Serving Entities in the PJM Region, Rate  
Schedule No. 44, dated as of May 28, 2009, and as amended from time to time thereafter. 
 
1.38B [RESERVED] 
 
1.38C Required Transmission Enhancements: 
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Enhancements and expansions of the Transmission System that (1) a Regional Transmission 
Expansion Plan developed pursuant to Schedule 6 of the Operating Agreement or (2) the 
Coordinated System Plan periodically developed pursuant to the Joint Operating Agreement 
Between the Midwest Independent Transmission System Operator, Inc. and PJM 
Interconnection, L.L.C. designates one or more of the Transmission Owner(s) or the transmission 
owners within the Midwest Independent System Operator to construct and own or finance. 
 
1.38C.01 Reserve Sub-zone: 
 
Any of those geographic areas wholly contained within a Reserve Zone, consisting of a 
combination of a portion of one or more Control Zone(s) as designated by the Office of the 
Interconnection in the PJM Manuals, relevant to provision of, and requirements for, reserve 
service. 
 
1.38D Reserve Zone: 
 
Any of those geographic areas consisting of a combination of one or more Control Zone(s), as 
designated by the Office of the Interconnection in the PJM Manuals, relevant to provision of, and 
requirements for, reserve service. 
 
1.39 Reserved Capacity: 
 
The maximum amount of capacity and energy that the Transmission Provider agrees to transmit 
for the Transmission Customer over the Transmission Provider’s Transmission System between 
the Point(s) of Receipt and the Point(s) of Delivery under Part II of the Tariff.  Reserved 
Capacity shall be expressed in terms of whole megawatts on a sixty (60) minute interval 
(commencing on the clock hour) basis. 
 
1.39A Schedule of Work: 
 
Shall mean that schedule attached to the Interconnection Construction Service Agreement setting 
forth the timing of work to be performed by the Constructing Entity pursuant to the 
Interconnection Construction Service Agreement, based upon the Facilities Study and subject to 
modification, as required, in accordance with Transmission Provider’s scope change process for 
interconnection projects set forth in the PJM Manuals. 
 
1.39B Scope of Work: 
 
Shall mean that scope of the work attached as a schedule to the Interconnection Construction 
Service Agreement and to be performed by the Constructing Entity(ies) pursuant to the 
Interconnection Construction Service Agreement, provided that such Scope of Work may be 
modified, as required, in accordance with Transmission Provider’s scope change process for 
interconnection projects set forth in the PJM Manuals. 
 
1.39C Secondary Systems: 
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Control or power circuits that operate below 600 volts, AC or DC, including, but not limited to, 
any hardware, control or protective devices, cables, conductors, electric raceways, secondary 
equipment panels, transducers, batteries, chargers, and voltage and current transformers. 
 
1.39D Security: 
 
The security provided by the New Service Customer pursuant to Section 212.4 or Section 213.4 
of the Tariff to secure the New Service Customer’s responsibility for Costs under the 
Interconnection Service Agreement or Upgrade Construction Service Agreement and Section 
217 of the Tariff.  
 
1.40 Service Agreement: 
 
The initial agreement and any amendments or supplements thereto entered into by the 
Transmission Customer and the Transmission Provider for service under the Tariff. 
 
1.41 Service Commencement Date: 
 
The date the Transmission Provider begins to provide service pursuant to the terms of an 
executed Service Agreement, or the date the Transmission Provider begins to provide service in 
accordance with Section 15.3 or Section 29.1 under the Tariff. 
 
1.42 Short-Term Firm Point-To-Point Transmission Service: 
 
Firm Point-To-Point Transmission Service under Part II of the Tariff with a term of less than one 
year. 
 
1.42a Site: 
 
All of the real property, including but not limited to any leased real property and easements, on 
which the Customer Facility is situated and/or on which the Customer Interconnection Facilities 
are to be located. 
 
1.42.01 Small Inverter Facility: 
 
An Energy Resource that is a certified small inverter-based facility no larger than 10 kW. 
 
1.42.02 Small Inverter ISA: 
 
An agreement among Transmission Provider, Interconnection Customer, and Interconnected 
Transmission Owner regarding interconnection of a Small Inverter Facility under section 112B 
of Part IV of the Tariff. 
 
1.42A [RESERVED] 
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1.42B [RESERVED] 
 
1.42C [RESERVED] 
 
1.42D State: 
 
The term “state” shall mean a state of the United States or the District of Columbia. 
 
1.42D.01 Switching and Tagging Rules: 
 
The switching and tagging procedures of Interconnected Transmission Owners and 
Interconnection Customer as they may be amended from time to time.  
 
1.42E [RESERVED] 
 
1.42F System Condition: 
 
A specified condition on the Transmission Provider’s system or on a neighboring system, such as 
a constrained transmission element or flowgate, that may trigger Curtailment of Long-Term Firm 
Point-to-Point Transmission Service using the curtailment priority pursuant to Section 13.6.  
Such conditions must be identified in the Transmission Customer’s Service Agreement. 
 
1.43 System Impact Study: 
 
An assessment by the Transmission Provider of (i) the adequacy of the Transmission System to 
accommodate a Completed Application, an Interconnection Request or an Upgrade Request, (ii) 
whether any additional costs may be incurred in order to provide such transmission service or to 
accommodate an Interconnection Request, and (iii) with respect to an Interconnection Request, 
an estimated date that an Interconnection Customer’s Customer Facility can be interconnected 
with the Transmission System and an estimate of the Interconnection Customer’s cost 
responsibility for the interconnection; and (iv) with respect to an Upgrade Request, the estimated 
cost of the requested system upgrades or expansion, or of the cost of the system upgrades or 
expansion, necessary to provide the requested incremental rights. 
 
1.43.01 System Protection Facilities: 
 
The equipment required to protect (i) the Transmission System, other delivery systems and/or 
other generating systems connected to the Transmission System from faults or other electrical 
disturbance occurring at or on the Customer Facility, and (ii) the Customer Facility from faults or 
other electrical system disturbance occurring on the Transmission System or on other delivery 
systems and/or other generating systems to which the Transmission System is directly or 
indirectly connected.  System Protection Facilities shall include such protective and regulating 
devices as are identified in the Applicable Technical Requirements and Standards or that are 
required by Applicable Laws and Regulations or other Applicable Standards, or as are otherwise 
necessary to protect personnel and equipment and to minimize deleterious effects to the 
Transmission System arising from the Customer Facility. 
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1.43A Tariff: 
 
This document, the “PJM Open Access Transmission Tariff.” 
 
1.44 Third-Party Sale: 
 
Any sale for resale in interstate commerce to a Power Purchaser that is not designated as part of 
Network Load under the Network Integration Transmission Service but not including a sale of 
energy through the PJM Interchange Energy Market established under the PJM Operating 
Agreement. 
 
1.45 Transmission Customer: 
 
Any Eligible Customer (or its Designated Agent) that (i) executes a Service Agreement, or (ii) 
requests in writing that the Transmission Provider file with the Commission, a proposed 
unexecuted Service Agreement to receive transmission service under Part II of the Tariff.  This 
term is used in the Part I Common Service Provisions and in Part VI to include customers 
receiving transmission service under Part II and Part III of this Tariff. 
 
1.45.01 Transmission Facilities: 
 
Transmission Facilities shall have the meaning set forth in the Operating Agreement. 
 
1.45A Transmission Injection Rights: 
 
Capacity Transmission Injection Rights and Energy Transmission Injection Rights. 
 
1.45B Transmission Interconnection Customer: 
 
An entity that submits an Interconnection Request to interconnect or add Merchant Transmission 
Facilities to the Transmission System or to increase the capacity of Merchant Transmission 
Facilities interconnected with the Transmission System in the PJM Region. 
 
1.45C Transmission Interconnection Facilities Study: 
 
A Facilities Study related to a Transmission Interconnection Request. 
 
1.45D Transmission Interconnection Feasibility Study: 
 
A study conducted by the Transmission Provider in accordance with Section 36.2 of the Tariff. 
 
1.45E Transmission Interconnection Request: 
 
A request by a Transmission Interconnection Customer pursuant to Part IV of the Tariff to 
interconnect or add Merchant Transmission Facilities to the Transmission System or to increase 
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the capacity of existing Merchant Transmission Facilities interconnected with the Transmission 
System in the PJM Region. 
 
1.45F Transmission Owner: 
 
Each entity that owns, leases or otherwise has a possessory interest in facilities used for the 
transmission of electric energy in interstate commerce under the Tariff.  The Transmission 
Owners are listed in Attachment L. 
 
1.45G Transmission Owner Attachment Facilities: 
 
That portion of the Transmission Owner Interconnection Facilities comprised of all Attachment 
Facilities on the Interconnected Transmission Owner’s side of the Point of Interconnection.  
 
1.45H Transmission Owner Interconnection Facilities: 
 
All Interconnection Facilities that are not Customer Interconnection Facilities and that, after the 
transfer under Section 5.5 of Appendix 2 to Attachment P of the PJM Tariff to the 
Interconnected Transmission Owner of title to any Transmission Owner Interconnection 
Facilities that the Interconnection Customer constructed, are owned, controlled, operated and 
maintained by the Interconnected Transmission Owner on the Interconnected Transmission 
Owner’s side of the Point of Interconnection identified in appendices to the Interconnection 
Service Agreement and to the Interconnection Construction Service Agreement, including any 
modifications, additions or upgrades made to such facilities and equipment, that are necessary to 
physically and electrically interconnect the Customer Facility with the Transmission System or 
interconnected distribution facilities. 
 
1.46 Transmission Provider: 
 
The Transmission Provider shall be the Office of the Interconnection for all purposes, provided 
that the Transmission Owners will have the responsibility for the following specified activities: 
 
(a) The Office of the Interconnection shall direct the operation and coordinate the 
maintenance of the Transmission System, except that the Transmission Owners will continue to 
direct the operation and maintenance of those transmission facilities that are not listed in the PJM 
Designated Facilities List contained in the PJM Manual on Transmission Operations; 
 
(b) Each Transmission Owner shall physically operate and maintain all of the facilities that it 
owns; and 
 
(c) When studies conducted by the Office of the Interconnection indicate that enhancements 
or modifications to the Transmission System are necessary, the Transmission Owners shall have 
the responsibility, in accordance with the applicable terms of the Tariff, Operating Agreement 
and/or the Consolidated Transmission Owners Agreement to construct, own, and finance the 
needed facilities or enhancements or modifications to facilities. 
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1.47  Transmission Provider’s Monthly Transmission System Peak: 
 
The maximum firm usage of the Transmission Provider’s Transmission System in a calendar 
month. 
 
1.48 Transmission Service: 
 
Point-To-Point Transmission Service provided under Part II of the Tariff on a firm and non-firm 
basis. 
 
1.48A Transmission Service Request: 
 
A request for Firm Point-To-Point Transmission Service or a request for Network Integration 
Transmission Service. 
 
1.49 Transmission System: 
 
The facilities controlled or operated by the Transmission Provider within the PJM Region that 
are used to provide transmission service under Part II and Part III of the Tariff. 
 
1.49A Transmission Withdrawal Rights: 
 
Firm Transmission Withdrawal Rights and Non-Firm Transmission Withdrawal Rights. 
 
1.49A.01 Upgrade Construction Service Agreement: 
 
That agreement entered into by a New Service Customer (other than an Interconnection 
Customer whose project includes generation capability or Merchant Transmission Facilities other 
than Merchant Network Upgrades), a Transmission Owner, and the Transmission Provider, 
pursuant to Subpart B of Part VI of the Tariff, and in the form set forth in Attachment GG of the 
Tariff. 
 
1.49A.02  Upgrade Customer: 
 
A customer that submits an Upgrade Request. 
 
1.49A.03  Upgrade-Related Rights: 
 
Incremental Auction Revenue Rights, Incremental Available Transfer Capability Revenue 
Rights, Incremental Deliverability Rights, and Incremental Capacity Transfer Rights (as defined 
in Section 2.35 of Attachment DD of the Tariff). 
 
1.49A.04  Upgrade Request: 
 
A request pursuant to Section 7.8 of Schedule 1 of the Operating Agreement, submitted in the 
form prescribed in Attachment EE of the Tariff, for evaluation by the Transmission Provider of 
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the feasibility and estimated costs of, (a) a particular proposed Customer-Funded Upgrade or (b) 
the Customer-Funded Upgrades that would be needed to provide the Incremented Auction 
Revenue Rights specified in the request. 
 
1.49B [RESERVED] 
 
1.49C [RESERVED] 
 
1.49D [RESERVED] 
 
1.49E [RESERVED] 
 
1.49F [RESERVED] 
 
1.49G Wholesale Transaction: 
 
As used in Part IV, means any transaction involving the transmission or sale for resale of 
electricity in interstate commerce that utilizes any portion of the Transmission System. 
 
1.49H Zone: 
 
An area within the PJM Region, as set forth in Attachment J. 
 
1.50 Zone Network Load: 
 
Network Load that is located inside of the area comprised of the PJM Region.  
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APPENDIX 2 
 

STANDARD TERMS AND CONDITIONS FOR INTERCONNECTIONS 
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1 Commencement, Term of and Conditions Precedent to Interconnection Service 
 

1.1 Commencement Date:   
 
The effective date of an Interconnection Service Agreement shall be the date provided in Section 
4.0 of the Interconnection Service Agreement.  Interconnection Service under this 
Interconnection Service Agreement shall commence upon the satisfaction of the conditions 
precedent set forth in Section 1.2 below.   
 
1.2 Conditions Precedent:   
 
The following conditions must be satisfied prior to the commencement of Interconnection 
Service under this Interconnection Service Agreement: 
 
 (a) This Interconnection Service Agreement, if filed with FERC, shall have been 
accepted for filing by the FERC; 
 
 (b) All requirements for Initial Operation as specified in Section 1.4 below shall have 
been met and Initial Operation of the Customer Facility shall have been completed.  
 
 (c) Interconnection Customer shall be in compliance with all Applicable Technical 
Requirements and Standards for interconnection under the Tariff (as determined by the 
Transmission Provider). 
 
1.3 Term:  
 
This Interconnection Service Agreement shall remain in full force and effect until it is terminated 
in accordance with Section 16 of this Appendix 2. 
 
1.4 Initial Operation:   
 
The following requirements shall be satisfied prior to Initial Operation of the Customer Facility: 
 
1.4.1 The construction of all Interconnection Facilities necessary for the interconnection of the 
Customer Facility has been completed; 
 
1.4.2 The Interconnected Transmission Owner has accepted any Interconnection Facilities 
and/or Merchant Network Upgrades constructed by Interconnection Customer pursuant to the 
Interconnection Construction Service Agreement; 
 
1.4.3 The Interconnection Customer and the Interconnected Transmission Owner have all 
necessary systems and personnel in place to allow for parallel operation of their respective 
facilities; 
 
1.4.4 The Interconnected Transmission Owner has received all applicable documentation for 
the Interconnection Facilities and/or Merchant Network Upgrades built by the Interconnection 
Customer, certified as correct, including, but not limited to, access to the field copy of marked-
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up drawings reflecting the as-built condition, pre-operation test reports, and instruction books; 
and 
 
1.4.5 Interconnection Customer shall have received any necessary authorization from 
Transmission Provider to synchronize with the Transmission System or to energize, as applicable 
per the determination of Transmission Provider, the Customer Facility and Interconnection 
Facilities. 
 
1.4A Limited Operation:   
 
If any of the Transmission Owner Interconnection Facilities are not reasonably expected to be 
completed prior to the Interconnection Customer’s planned date of Initial Operation, and 
provided that the Interconnected Transmission Owner has accepted the Customer 
Interconnection Facilities pursuant to the Interconnection Construction Service Agreement,  
Transmission Provider shall, upon the request and at the expense of Interconnection Customer, 
perform appropriate power flow or other operating studies on a timely basis to determine the 
extent to which the Customer Facility and the Customer Interconnection Facilities may operate 
prior to the completion of the Transmission Owner Interconnection Facilities consistent with 
Applicable Laws and Regulations, Applicable Reliability Standards, Good Utility Practice, and 
the Interconnection Service Agreement.  In accordance with the results of such studies and 
subject to such conditions as Transmission Provider determines to be reasonable and appropriate, 
Transmission Provider shall (a) permit Interconnection Customer to operate the Customer 
Facility and the Customer Interconnection Facilities, and (b) grant Interconnection Customer 
limited, interim Interconnection Rights commensurate with the extent to which operation of the 
Customer Facility is permitted.  
 
1.5 Survival:   
 
The Interconnection Service Agreement shall continue in effect after termination to the extent 
necessary to provide for final billings and payments; to permit the determination and 
enforcement of liability and indemnification obligations arising from acts or events that occurred 
while the Interconnection Service Agreement was in effect; and to permit each Interconnection 
Party to have access to the real property, including but not limited to leased property and 
easements of the other Interconnection Parties pursuant to Section 16 of this Appendix 2 to 
disconnect, remove or salvage its own facilities and equipment. 
 
2 Interconnection Service 
 
2.1 Scope of Service:  
 
Interconnection Service shall be provided to the Interconnection Customer at the Point of 
Interconnection (a), in the case of interconnection of the Customer Facility of a Generation 
Interconnection Customer, up to the Maximum Facility Output, and (b), in the case of 
interconnection of the Customer Facility of a Transmission Interconnection Customer, up to the 
Nominal Rated Capability. The location of the Point of Interconnection shall be mutually agreed 
by the Interconnected Entities, provided, however, that if the Interconnected Entities are unable 
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to agree on the Point of Interconnection, the Transmission Provider shall determine the Point of 
Interconnection, provided that Transmission Provider shall not select a Point of Interconnection 
that would impose excessive costs on either of the Interconnected Entities and shall take material 
system reliability considerations into account in such selection. Specifications for the Customer 
Facility and the location of the Point of Interconnection shall be set forth in an appendix to the 
Interconnection Service Agreement and shall conform to those stated in the Facilities Study.  
 
2.2 Non-Standard Terms:   
 
The standard terms and conditions of this Appendix 2 shall not apply, to such extent as 
Transmission Provider determines to be reasonably necessary to accommodate such 
circumstances, in the event that the Interconnection Customer acquires an ownership interest in 
facilities which, under the standard terms and conditions of the Interconnection Construction 
Service Agreement would be part of the Transmission Owner Interconnection Facilities.  In such 
circumstances and to the extent determined by Transmission Provider to be reasonably 
necessary, non-standard terms and conditions mutually agreed upon by all Interconnection 
Parties shall apply, subject to FERC and any other necessary regulatory acceptance or approval. 
In addition, a Generation Interconnection Customer that acquires an ownership interest in such 
facilities shall become, and shall remain for so long as it retains such interest, a signatory to the 
Consolidated Transmission Owners Agreement.   
 
2.3 No Transmission Services:  
 
The execution of an Interconnection Service Agreement does not constitute a request for 
transmission service, or entitle Interconnection Customer to receive transmission service, under 
Part II or Part III of the Tariff. Nor does the execution of an Interconnection Service Agreement 
obligate the Interconnected Transmission Owner or Transmission Provider to procure, supply or 
deliver to Interconnection Customer or the Customer Facility any energy, capacity, Ancillary 
Services or Station Power (and any associated distribution services). 
 
2.4 Use of Distribution Facilities:  
 
To the extent that a Generation Interconnection Customer uses distribution facilities for the 
purpose of delivering energy to the Transmission System, Interconnection Service under this 
Tariff shall include the construction and/or use of such distribution facilities.  In such cases, to 
such extent as Transmission Provider determines to be reasonably necessary to accommodate 
such circumstances, the Interconnection Service Agreement may include non-standard terms and 
conditions mutually agreed upon by all Interconnection Parties as needed to conform with 
Applicable Laws and Regulations and Applicable Standards relating to such distribution 
facilities.   
 
2.5 Election by Behind The Meter Generation: 
 
In the event that a Generation Interconnection Customer’s Customer Facility is Behind The 
Meter Generation, the Generation Interconnection Customer may elect from time to time, subject 
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to the terms of this section, whether to operate all or a portion of its Customer Facility’s 
generating capacity as a Capacity Resource under the Tariff and the Operating Agreement.  
 
2.5.1 Capacity Resource Election: 
 
The Generation Interconnection Customer may elect to operate all or a portion of its Customer 
Facility as a Capacity Resource only to the extent that the Interconnection Service Agreement 
grants Capacity Interconnection Rights.  Such an election may include all or any portion of the 
Customer Facility’s capacity for which Capacity Interconnection Rights have been granted.  
 
2.5.2 Timing and Duration of Election: 
 
The Generation Interconnection Customer shall make an initial election under this section no 
later than 30 days prior to the commencement of Interconnection Service.  Thereafter, the 
Generation Interconnection Customer may make the election authorized by this Section 2.5 only 
once in each calendar year and must notify Transmission Provider of such an election no later 
than May 1, and no sooner than March 15, of each year. Each such election shall be effective 
commencing on June 1 following Transmission Provider’s receipt of notice of the election.  An 
election under this Section 2.5 shall remain in effect unless and until the Generation 
Interconnection Customer modifies or terminates it in a subsequent election made in accordance 
with the terms of this section. 
 
3 Modification Of Facilities  
 
3.1 General:   
 
Subject to Applicable Laws and Regulations and to any applicable requirements or conditions of 
the Tariff and the Operating Agreement, either Interconnected Entity may undertake 
modifications to its facilities.  In the event that an Interconnected Entity plans to undertake a 
modification that reasonably may be expected upon completion to have a permanent material 
impact on the other Interconnected Entity’s facilities, that Interconnected Entity, in accordance 
with Good Utility Practice, shall provide the other Interconnection Parties with sufficient 
information regarding such modification, so that the other Interconnection Parties may evaluate 
the potential impact of such modification prior to commencement of the work.  The 
Interconnected Entity desiring to perform such modification shall provide the relevant drawings, 
plans, and specifications to the other Interconnection Parties at least ninety days, or such shorter 
period to which the Interconnection Parties receiving the information may agree (which 
agreement shall not unreasonably be withheld, conditioned, or delayed), in advance of the 
beginning of the work.  The Interconnection Customer shall notify Transmission Provider and 
Interconnected Transmission Owner of the proposed modifications and Transmission Provider 
shall provide, within sixty days of receipt of the relevant drawings and specifications (or within 
such other time upon which the Interconnection Parties may agree), an estimate of any 
modifications to the Transmission System that would be necessary to accommodate the proposed 
modifications by Interconnection Customer and a good faith estimate of the costs thereof. 
 
3.2 Interconnection Request: 
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This Section 3 shall not apply to any proposed modifications by Interconnection Customer to its 
facilities for which Interconnection Customer must make an Interconnection Request under the 
Tariff.  In such circumstances, the Interconnection Customer and Transmission Provider shall 
follow the requirements of Subpart A of Part IV of the Tariff.   
 
3.3 Standards:   
 
Any additions, modifications, or replacements made to an Interconnected Entity’s facilities shall 
be constructed and operated in accordance with Good Utility Practice, Applicable Standards and 
Applicable Laws and Regulations. 
 
3.4 Modification Costs:   
 
Unless otherwise required by Applicable Laws and Regulations or this Appendix 2 and, with 
respect to a Transmission Interconnection Customer, subject to the terms of Section 236.2 of the 
Tariff:  
 
 (a) Interconnection Customer shall not be responsible for the costs of any additions, 
modifications, or replacements that the Interconnected Transmission Owner in its discretion or at 
the direction of Transmission Provider makes to the Interconnection Facilities or the 
Transmission System in order to facilitate the interconnection of a third party to the 
Interconnection Facilities or the Transmission System, or to provide transmission service under 
the Tariff to a third party.   
 
 (b) Interconnection Customer shall be responsible for the costs of any additions, 
modifications, or replacements to the Interconnection Facilities or the Transmission System that 
are required, in accord with Good Utility Practice and/or to maintain compliance with Applicable 
Laws and Regulations or Applicable Standards, in order to accommodate additions, 
modifications, or replacements made by Interconnection Customer to the Customer Facility or to 
the Customer Interconnection Facilities. 
 
 (c) Interconnection Customer shall be responsible for the costs of any additions, 
modifications, or replacements to the Customer Interconnection Facilities or the Customer 
Facility that are required, in accord with Good Utility Practice and/or to maintain compliance 
with Applicable Laws and Regulations or Applicable Standards, in order to accommodate 
additions, modifications, or replacements that Transmission Provider or the Interconnected 
Transmission Owner makes to the Transmission System or to the Transmission Owner 
Interconnection Facilities, but only to the extent that Transmission Provider’s or the 
Interconnected Transmission Owner’s changes to the Transmission System or the Transmission 
Owner Interconnection Facilities are made pursuant to Good Utility Practice and/or to maintain 
compliance with Applicable Laws and Regulations or Applicable Standards.  
 
4 Operations 

 
4.1 General:   
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Each Interconnected Entity shall operate, or shall cause operation of, its facilities in a safe and 
reliable manner in accord with (i) the terms of this Appendix 2; (ii) Applicable Standards; (iii) 
applicable rules, procedures and protocols set forth in the Tariff and the Operating Agreement, as 
any or all may be amended from time to time; (iv) Applicable Laws and Regulations, and (v) 
Good Utility Practice. 
 
4.1.1 Interconnection Customer Drawings:   
 
Within one hundred twenty (120) days after the date of Initial Operation, unless the 
Interconnection Parties agree on another mutually acceptable deadline, the Interconnection 
Customer shall deliver to the Transmission Provider and the Interconnected Transmission Owner 
final, “as-built” drawings, information and documents regarding the Customer Interconnection 
Facilities, including, as and to the extent applicable: a one-line diagram, a site plan showing the 
Customer Facility and the Customer Interconnection Facilities, plan and elevation drawings 
showing the layout of the Customer Interconnection Facilities, a relay functional diagram, 
relaying AC and DC schematic wiring diagrams and relay settings for all facilities associated 
with the Interconnection Customer's step-up transformers, the facilities connecting the Customer 
Facility to the step-up transformers and the Customer Interconnection Facilities, and the 
impedances (determined by factory tests) for the associated step-up transformers and the 
Customer Facility. As applicable, the Interconnection Customer shall provide Transmission 
Provider and the Interconnected Transmission Owner specifications for the excitation system, 
automatic voltage regulator, Customer Facility control and protection settings, transformer tap 
settings, and communications. 
 
4.2 Operation of Merchant Network Upgrades:   
 
Unless otherwise provided in the Interconnection Service Agreement, the Interconnected 
Transmission Owner that owns Transmission System facilities to which any Merchant Network 
Upgrades are connected shall operate such Merchant Network Upgrades (a) on behalf and at the 
expense of the Interconnection Customer that constructed or caused construction of the pertinent 
Merchant Network Upgrades and (b) in accordance with this Appendix 2 and with an agreement 
between the Interconnected Transmission Owner and the Interconnection Customer regarding 
such operation. 
 
4.3 Interconnection Customer Obligations:   
 
Interconnection Customer shall obtain Transmission Provider’s approval prior to either 
synchronizing with the Transmission System or energizing, as applicable per the determination 
of Transmission Provider, the Customer Facility or, except in an Emergency Condition, 
disconnecting the Customer Facility from the Transmission System, and shall coordinate such 
synchronizations, energizations, and disconnections with the Interconnected Transmission 
Owner. 
 
4.4 [Reserved.] 
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4.5 Permits and Rights-of-Way:    
 
Each Interconnected Entity at its own expense shall maintain in full force and effect all permits, 
licenses, rights-of-way and other authorizations as may be required to maintain the Customer 
Facility and the Interconnection Facilities that the entity owns, operates and maintains and, upon 
reasonable request of the other Interconnected Entity, shall provide copies of such permits, 
licenses, rights-of-way and other authorizations at its own expense to the requesting party. 
 
4.6 No Ancillary Services:   
 
Except as provided in Section 4.7 of this Appendix 2, nothing in this Appendix 2 is intended to 
obligate the Interconnection Customer to supply Ancillary Services to either Transmission 
Provider or the Interconnected Transmission Owner. 
 
4.7 Reactive Power 
 
4.7.1 Reactive Power Design Criteria 
 
4.7.1.1 New Facilities:   
 
For all new generating facilities to be interconnected pursuant to the Tariff, other than wind-
powered and other non-synchronous generation facilities, the Generation Interconnection 
Customer shall design its Customer Facility to maintain a composite power delivery at 
continuous rated power output at a power factor of at least 0.95 leading to 0.90 lagging.  For all 
new wind-powered and other non-synchronous generation facilities, if determined in the system 
impact study to be required for the safety or reliability of the Transmission System, the 
Generation Interconnection Customer shall design its Customer Facility with the ability to 
maintain a composite power delivery at continuous rated power output at a power factor of at 
least 0.95 leading to 0.95 lagging.  For new generation resources of more than 20 MW, other 
than wind-powered and other non-synchronous generating facilities, the power factor 
requirement shall be measured at the generator’s terminals.  For new generation resources of 20 
MW or less, and all wind-powered and other non-synchronous generation facilities, the power 
factor requirement shall be measured at the Point of Interconnection. Any different reactive 
power design criteria that Transmission Provider determines to be appropriate for a wind-
powered or other non-synchronous generation facility shall be stated in the Interconnection 
Service Agreement.  A Transmission Interconnection Customer interconnecting Merchant D.C. 
Transmission Facilities and/ or Controllable A.C. Merchant Transmission Facilities shall design 
its Customer Facility to maintain a power factor at the Point of Interconnection of at least 0.95 
leading and 0.95 lagging, when the Customer Facility is operating at any level within its 
approved operating range. 
 
4.7.1.2 Increases in Generating Capacity or Energy Output:  
 
All increases in the capacity or energy output of any generation facility interconnected with the 
Transmission System, other than wind-powered and other non-synchronous generating facilities, 
shall be designed with the ability to maintain a composite power delivery at continuous rated 
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power output at a power factor for all incremental MW of capacity or energy output, of at least 
1.0 (unity) to 0.90 lagging.  Wind-powered generation facilities and other non-synchronous 
generation facilities, if determined in the System Impact Study to be required for the safety or 
reliability of the Transmission System, shall be designed with the ability to maintain a composite 
power delivery at continuous rated power output at a power factor for all incremental MW of 
capacity or energy output, of at least 1.0 (unity) to 0.95 lagging. The power factor requirement 
associated with increases in capacity or energy output of more than 20 MW to synchronous 
generation facilities interconnected with the Transmission System shall be measured at the 
generator’s terminals. The power factor requirement associated with increases in capacity or 
energy output of 20 MW or less to synchronous generation facilities and all increases to wind-
powered and non-synchronous generation facilities interconnected to the Transmission System 
shall be measured at the Point of Interconnection. 
 
4.7.2 Obligation to Supply Reactive Power:   
 
Interconnection Customer agrees, as and when so directed by Transmission Provider or when so 
directed by the Interconnected Transmission Owner acting on behalf or at the direction of 
Transmission Provider, to operate the Customer Facility to produce reactive power within the 
design limitations of the Customer Facility pursuant to voltage schedules, reactive power 
schedules or power factor schedules established by Transmission Provider or, as appropriate, the 
Interconnected Transmission Owner.  Transmission Provider shall maintain oversight over such 
schedules to ensure that all sources of reactive power in the PJM Region, as applicable, are 
treated in an equitable and not unduly discriminatory manner.  Interconnection Customer agrees 
that Transmission Provider and the Interconnected Transmission Owner, acting on behalf or at 
the direction of Transmission Provider, may make changes to the schedules that they respectively 
establish as necessary to maintain the reliability of the Transmission System. 
 
4.7.3 Deviations from Schedules:   
 
In the event that operation of the Customer Facility of an Interconnection Customer causes the 
Transmission System or the Interconnected Transmission Owner’s facilities to deviate from 
appropriate voltage schedules and/or reactive power schedules as specified by Transmission 
Provider or the Interconnected Transmission Owner’s operations control center (acting on behalf 
or at the direction of Transmission Provider), or that otherwise is inconsistent with Good Utility 
Practice and results in an unreasonable deterioration of the quality of electric service to other 
customers of Transmission Provider or the Interconnected Transmission Owner, the 
Interconnection Customer shall, upon discovery of the problem or upon notice from 
Transmission Provider or the Interconnected Transmission Owner, acting on behalf or at the 
direction of Transmission Provider, take whatever steps are reasonably necessary to alleviate the 
situation at its expense, in accord with Good Utility Practice and within the reactive capability of 
the Customer Facility.  In the event that the Interconnection Customer does not alleviate the 
situation within a reasonable period of time following Transmission Provider’s or the 
Interconnected Transmission Owner’s notice thereof, the Interconnected Transmission Owner, 
with Transmission Provider’s approval, upon notice to the Interconnection Customer and at the 
Interconnection Customer’s expense, may take appropriate action, including installation on the 
Transmission System of power factor correction or other equipment, as is reasonably required, 
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consistent with Good Utility Practice, to remedy the situation cited in Transmission Provider’s or 
the Interconnected Transmission Owner’s notice to the Interconnection Customer under this 
section. 
 
4.7.4 Payment for Reactive Power:   
 
Any payments to the Interconnection Customer for reactive power shall be in accordance with 
Schedule 2 of the Tariff. 
 
4.8 Under- and Over-Frequency Conditions:  
 
The Transmission System is designed to automatically activate a load-shed program as required 
by NERC and each Applicable Regional Entity in the event of an under-frequency system 
disturbance.  A Generation Interconnection Customer shall implement under-frequency and 
over-frequency relay set points for the Customer Facility as required by NERC and each 
Applicable Regional Entity to ensure “ride through” capability of the Transmission System.  The 
response of a Generation Interconnection Customer’s Customer Facility to frequency deviations 
of predetermined magnitudes, both under-frequency and over-frequency deviations shall be 
studied and coordinated with the Transmission Provider in accordance with Good Utility 
Practice.  The term “ride through” as used herein shall mean the ability of a Generation 
Interconnection Customer’s Customer Facility to stay connected to and synchronized with the 
Transmission System during system disturbances within a range of under-frequency and over-
frequency conditions, in accordance with Good Utility Practice. 
 
4.9 Protection and System Quality 
 
4.9.1 System Protection:   
 
Interconnection Customer shall, at its expense, install, operate and maintain such System 
Protection Facilities as may be required in connection with operation of the Customer Facility 
and the Customer Interconnection Facilities consistent with Applicable Technical Requirements 
and Standards.  Interconnected Transmission Owner shall install any System Protection Facilities 
that may be required, as determined by Transmission Provider, on the Transmission Owner 
Interconnection Facilities or the Transmission System in connection with the operation of the 
Customer Facility and the Customer Interconnection Facilities. Responsibility for the cost of any 
System Protection Facilities required on the Transmission Owner Interconnection Facilities or 
the Transmission System shall be allocated as provided in Section 217 of the Tariff.  
 
4.9.2 Power Quality:   
 
The Customer Facility and Customer Interconnection Facilities shall not cause excessive 
deviations from the power quality criteria set forth in the Applicable Technical Requirements 
and Standards.  
 
4.10 Access Rights:   
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Each Interconnected Entity shall provide the other Interconnected Entity access to areas under its 
control as reasonably necessary to permit the other Interconnected Entity to perform its 
obligations under this Appendix 2, including operation and maintenance obligations.  An 
Interconnected Entity that obtains such access shall comply with all safety rules applicable to the 
area to which access is obtained. Each Interconnected Entity agrees to inform the other 
Interconnected Entity’s representatives of safety rules applicable to an area. 
 
4.11 Switching and Tagging Rules:   
 
The Interconnected Entities shall comply with applicable Switching and Tagging Rules in 
obtaining clearances for work or for switching operations on equipment.  Such Switching and 
Tagging Rules shall be developed in accordance with OSHA standards codified at 29 C.F.R. Part 
1910, or successor standards.  Each Interconnected Entity shall provide the other Interconnected 
Entity a copy of its Switching and Tagging Rules that are applicable to the other Interconnected 
Entity’s activities. 
 
4.12 Communications and Data Protocol:   
 
The Interconnected Entities shall comply with any communications and data protocol that the 
Transmission Provider may establish. 
 
4.13 Nuclear Generating Facilities: 
 
In the event that the Customer Facility is a nuclear generating facility, the Interconnection Parties 
shall agree to such non-standard terms and conditions as are reasonably necessary to 
accommodate the Interconnection Customer’s satisfaction of Nuclear Regulatory Commission 
requirements relating to the safety and reliability of operations of such facilities. 
 
5 Maintenance 
 
5.1 General:   
 
Each Interconnected Entity shall maintain, or shall cause the maintenance of, its facilities in a 
safe and reliable manner in accord with (i) the terms of this Appendix 2; (ii) Applicable 
Standards; (iii) applicable rules, procedures and protocols set forth in the Tariff and the 
Operating Agreement, as any or all may be amended from time to time; (iv) Applicable Laws 
and Regulations, and (v) Good Utility Practice. 
 
5.2 Maintenance of Merchant Network Upgrades:   
 
Unless otherwise provided in the Interconnection Service Agreement, the Interconnected 
Transmission Owner that owns Transmission System facilities to which any Merchant Network 
Upgrades are connected shall maintain such Merchant Network Upgrades (a) on behalf and at the 
expense of the Interconnection Customer that constructed or caused construction of the pertinent 
Merchant Network Upgrades and (b) in accordance with this Appendix 2 and with an agreement 
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between the Interconnected Transmission Owner and the Interconnection Customer regarding 
such maintenance. 
 
5.3 Outage Authority and Coordination 
 
5.3.1 Coordination:   
 
The Interconnection Parties agree to confer regularly to coordinate the planning, scheduling and 
performance of preventive and corrective maintenance on the Customer Facility, the Customer 
Interconnection Facilities and any Attachment Facilities owned by the Interconnected 
Transmission Owner. 
 
5.3.2 Authority:   
 
Each Interconnected Entity may, in accordance with Good Utility Practice, remove from service 
its facilities that may affect the other Interconnected Entity’s facilities in order to perform 
maintenance or testing or to install or replace equipment. Except in the event of an Emergency 
Condition, the Interconnection Customer proposing to remove such facilities from service shall 
provide prior notice of such activities to the Transmission Provider and the Interconnected 
Transmission Owner, and the Interconnected Entities shall coordinate all scheduling of planned 
facility outages with Transmission Provider, in accordance with applicable sections of the 
Operating Agreement, the PJM Manuals and any other applicable operating guidelines or 
directives of the Transmission Provider. Subject to the foregoing, the Interconnected Entity 
scheduling a facility outage shall use Reasonable Efforts to coordinate such outage with the other 
Interconnected Entity’s scheduled outages. 
 
5.3.3 Outages Required for Maintenance:   
 
Subject to any necessary approval by Transmission Provider, each Interconnected Entity shall 
provide necessary equipment outages to allow the other Interconnected Entity to perform 
periodic maintenance, repair or replacement of its facilities and such outages shall be provided at 
mutually agreeable times, unless conditions arise which an Interconnected Entity believes, in 
accordance with Good Utility Practice, may endanger persons or property.  
 
5.3.4 Rescheduling of Planned Outages:   
 
To the extent so provided by the Tariff, the Operating Agreement, and the PJM Manuals, an 
Interconnected Entity may seek compensation from Transmission Provider for any costs related 
to rejection by Transmission Provider of a request of such Interconnected Entity for a planned 
maintenance outage.  
 
5.3.5 Outage Restoration:   
 
If an outage on an Interconnected Entity’s facilities adversely affects the other Interconnected 
Entity’s facilities, the Interconnected Entity that owns or controls the facility that is out of 
service shall use Reasonable Efforts to restore the facility to service promptly.  
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5.4 Inspections and Testing:   
 
Each Interconnected Entity shall perform routine inspection and testing of its facilities and 
equipment in accordance with Good Utility Practice as may be necessary to ensure the continued 
interconnection of the Customer Facility with the Transmission System in a safe and reliable 
manner. Each Interconnected Entity shall have the right, upon advance written notice, to request 
reasonable additional testing of an Interconnected Entity’s facilities for good cause, as may be in 
accordance with Good Utility Practice. 
 
5.5 Right to Observe Testing:   
 
Each Interconnected Entity shall notify the other Interconnected Entity in advance of its 
performance of tests of its portion of the Interconnection Facilities or of any Merchant Network 
Upgrades. The other Interconnected Entity shall, at its own expense, have the right to observe 
such testing. 
 
5.6 Secondary Systems:  
 
Each Interconnected Entity agrees to cooperate with the other in the inspection, maintenance, 
and testing of those Secondary Systems directly affecting the operation of an Interconnected 
Entity's facilities and equipment which may reasonably be expected to affect the other 
Interconnected Entity’s facilities.  Each Interconnected Entity shall provide advance notice to the 
other Interconnected Entity before undertaking any work on such equipment, especially in 
electrical circuits involving circuit breaker trip and close contacts, current transformers, or 
potential transformers. 
 
5.7 Access Rights:   
 
Each Interconnected Entity shall provide the other Interconnected Entity access to areas under its 
control as reasonably necessary to permit the other Interconnected Entity to perform its 
obligations under this Appendix 2, including operation and maintenance obligations.  An 
Interconnected Entity that obtains such access shall comply with all safety rules applicable to the 
area to which access is obtained. Each Interconnected Entity agrees to inform the other 
Interconnected Entity’s representatives of safety rules applicable to an area. 
 
5.8 Observation of Deficiencies:   
 
If an Interconnection Party observes any Abnormal Condition on, or becomes aware of a lack of 
scheduled maintenance and testing with respect to, an Interconnection Party’s facilities and 
equipment that might reasonably be expected to adversely affect the observing Interconnection 
Party's facilities and equipment, the observing Interconnection Party shall provide prompt notice 
under the circumstances to the appropriate Interconnection Party, and such Interconnection Party 
shall consider such notice in accordance with Good Utility Practice.  Any Interconnection Party’s 
review, inspection, and approval related to the other Interconnection Party’s facilities and 
equipment shall be limited to the purpose of assessing the safety, reliability, protection and 
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control of the Transmission System and shall not be construed as confirming or endorsing the 
design of such facilities and equipment, or as a warranty of any type, including safety, durability 
or reliability thereof.  Notwithstanding the foregoing, the observing Interconnection Party shall 
have no liability whatsoever for failure to give a deficiency notice to the other Interconnection 
Party and the Interconnected Entity that owns the relevant Interconnection Facilities shall remain 
fully liable for its failure to determine and correct deficiencies and defects in its facilities and 
equipment. 
 
6 Emergency Operations 
6.1 Obligations:   
 
Subject to Applicable Laws and Regulations, each Interconnection Party shall comply with the 
Emergency Condition procedures of NERC, the Applicable Regional Entity, Transmission 
Provider, the Interconnected Transmission Owner and Interconnection Customer. 
 
6.2 Notice:   
 
Each Interconnection Party shall notify the other parties promptly when it becomes aware of an 
Emergency Condition that may reasonably be expected to affect operation of the Customer 
Facility, the Customer Interconnection Facilities, the Transmission Owner Interconnection 
Facilities, or the Transmission System. To the extent information is known, the notification shall 
describe the Emergency Condition, the extent of the damage or deficiency, the expected effect on 
the facilities and/or operation thereof, its anticipated duration and the corrective action taken 
and/or to be taken.  The initial notice shall be followed as soon as practicable with written notice. 
 
6.3 Immediate Action:   
 
An Interconnection Party becoming aware of an Emergency Condition may take such action, 
including disconnection of the Customer Facility from the Transmission System, as is reasonable 
and necessary in accord with Good Utility Practice (i) to prevent, avoid, or mitigate injury or 
danger to, or loss of, life or property; (ii) to preserve the reliability of, in the case of 
Interconnection Customer, the Customer Facility, or, in the case of Transmission Provider or the 
Interconnected Transmission Owner, the Transmission System and interconnected sub-
transmission and distribution facilities; or (iii) to expedite restoration of service. Unless, in 
Interconnection Customer's reasonable judgment, immediate action is required to prevent 
imminent loss of life or property, Interconnection Customer shall obtain the consent of 
Transmission Provider and the Interconnected Transmission Owner prior to performing any 
manual switching operations at the Customer Facility or the Generation Interconnection 
Facilities. Each Interconnection Party shall use Reasonable Efforts to minimize the effect of its 
actions during an Emergency Condition on the facilities and operations of the other 
Interconnection Parties.  
 
6.4 Record-Keeping Obligations:   
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Each Interconnection Party shall keep and maintain records of actions taken during an 
Emergency Condition that may reasonably be expected to affect the other parties’ facilities and 
make such records available for audit in accordance with Section 19.3 of this Appendix 2. 
 
7 Safety 
 
7.1 General:   
 
Each Interconnected Entity shall perform all work under this Appendix 2 that may reasonably be 
expected to affect the other Interconnected Entity in accordance with Good Utility Practice and 
all Applicable Laws and Regulations pertaining to the safety of persons or property.  An 
Interconnected Entity performing work within the boundaries of the other Interconnected 
Entity’s facilities must abide by the safety rules applicable to the site. Each party agrees to 
inform the other party’s representatives of applicable safety rules that must be obeyed on the 
premises. 
 
7.2 Environmental Releases:   
 
Each Interconnected Entity shall notify the other Interconnection Parties, first orally and 
promptly thereafter in writing, of the release of any Hazardous Substances, any asbestos or lead 
abatement activities, or any type of remediation activities, related to the Customer Facility or the 
Interconnection Facilities, any of which may reasonably be expected to affect one or both of the 
other parties.  The notifying party shall (i) provide the notice as soon as possible; (ii) make a 
good faith effort to provide the notice within twenty-four (24) hours after the party becomes 
aware of the occurrence; and (iii) promptly furnish to the other parties copies of any publicly 
available reports filed with any governmental agencies addressing such events. 
 
8 Metering 
 
8.1 General:   
 
Interconnection Customer shall have the right to install, own, operate, test and maintain the 
necessary Metering Equipment. In the event that Interconnection Customer exercises this option, 
the Interconnected Transmission Owner shall have the right to install its own check meter(s), at 
its own expense, at or near the location of the Metering Equipment.  If both Interconnection 
Customer and Interconnected Transmission Owner install meters, the meter installed by the 
Interconnection Customer shall control unless it is determined by testing to be inaccurate.  If the 
Interconnection Customer does not exercise the option provided by the first sentence of this 
section, the Interconnected Transmission Owner shall have the option to install, own, operate, 
test and maintain all necessary Metering Equipment at Interconnection Customer’s expense.  If 
the Interconnected Transmission Owner does not exercise this option, the Interconnection 
Customer shall install, own, operate, test and maintain all necessary Metering Equipment. 
Transmission Provider shall determine the location where the Metering Equipment shall be 
installed, after consulting with Interconnection Customer and the Interconnected Transmission 
Owner. All Metering Equipment shall be tested prior to any operation of the Customer Facility.  
Power flows to and from the Customer Facility shall be compensated to the Point of 
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Interconnection, or, upon the mutual agreement of the Interconnected Transmission Owner and 
the Interconnection Customer, to another location. 
 
8.2 Standards:   
 
All Metering Equipment installed pursuant to this Appendix 2 to be used for billing and 
payments shall be revenue quality Metering Equipment and shall satisfy applicable ANSI 
standards and Transmission Provider’s metering standards and requirements.  Nothing in this 
Appendix 2 precludes the use of Metering Equipment for any retail services of the 
Interconnected Transmission Owner provided, however, that in such circumstances Applicable 
Laws and Regulations shall control. 
 
8.3 Testing of Metering Equipment:   
 
The Interconnected Entity that, pursuant to Section 8.1 of this Appendix 2, owns the Metering 
Equipment shall operate, maintain, inspect and test all Metering Equipment upon installation and 
at least once every two years thereafter.  Upon reasonable request by the other Interconnected 
Entity, the owner of the Metering Equipment shall inspect or test the Metering Equipment more 
frequently than every two years, but in no event more frequently than three times in any 24-
month period.  The owner of the Metering Equipment shall give reasonable notice to the 
Interconnection Parties of the time when any inspection or test of the owner’s Metering 
Equipment shall take place, and the other parties may have representatives present at the test or 
inspection.  If Metering Equipment is found to be inaccurate or defective, it shall be adjusted, 
repaired or replaced in order to provide accurate metering.  Where the Interconnected 
Transmission Owner owns the Metering Equipment, the expense of such adjustment, repair or 
replacement shall be borne by the Interconnection Customer, except that the Interconnection 
Customer shall not be responsible for such expenses where the inaccuracy or defect is caused by 
the Interconnected Transmission Owner.  If Metering Equipment fails to register, or if the 
measurement made by Metering Equipment during a test varies by more than one percent from 
the measurement made by the standard meter used in the test, the owner of the Metering 
Equipment shall inform Transmission Provider, and the Transmission Provider shall inform the 
other Interconnected Entity, of the need to correct all measurements made by the inaccurate 
meter for the period during which the inaccurate measurements were made, if the period can be 
determined.  If the period of inaccurate measurement cannot be determined, the correction shall 
be for the period immediately preceding the test of the Metering Equipment that is equal to one-
half of the time from the date of the last previous test of the Metering Equipment, provided that 
the period subject to correction shall not exceed nine (9) months. 
 
8.4 Metering Data:   
 
At Interconnection Customer's expense, the metered data shall be telemetered (a) to a location 
designated by Transmission Provider; (b) to a location designated by the Interconnected 
Transmission Owner, unless the Interconnected Transmission Owner agrees otherwise; and (c) to 
a location designated by Interconnection Customer. Data from the Metering Equipment at the 
Point of Interconnection shall be used, under normal operating conditions, as the official 
measurement of the amount of energy delivered from or to the Customer Facility to the Point of 
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Interconnection, provided that the Transmission Provider’s rules applicable to Station Power 
shall control with respect to a Generation Interconnection Customer’s consumption of Station 
Power. 
 
8.5 Communications 
 
8.5.1 Interconnection Customer Obligations:   
 
Interconnection Customer shall install and maintain satisfactory operating communications with 
Transmission Provider’s system dispatcher or its other designated representative and with the 
Interconnected Transmission Owner.  Interconnection Customer shall provide standard voice 
line, dedicated voice line and facsimile communications at its Customer Facility control room 
through use of the public telephone system. Interconnection Customer also shall provide and 
maintain backup communication links with both Transmission Provider and Interconnected 
Transmission Owner for use during abnormal conditions as specified by Transmission Provider 
and Interconnected Transmission Owner, respectively.  Interconnection Customer further shall 
provide the dedicated data circuit(s) necessary to provide Interconnection Customer data to the 
Transmission Provider and Interconnected Transmission Owner as necessary to conform with 
Applicable Technical Requirements and Standards. 
 
8.5.2 Remote Terminal Unit:   
 
Unless otherwise deemed unnecessary by Transmission Provider and Interconnected 
Transmission Owner, as indicated in the Interconnection Service Agreement, prior to any 
operation of the Customer Facility, a remote terminal unit, or equivalent data collection and 
transfer equipment acceptable to the Interconnection Parties, shall be installed by Interconnection 
Customer, or by the Interconnected Transmission Owner at Interconnection Customer's expense, 
to gather accumulated and instantaneous data to be telemetered to the location(s) designated by 
Transmission Provider and Interconnected Transmission Owner through use of a dedicated 
point-to-point data circuit(s) as indicated in Section 8.5.1 of this Appendix 2. Instantaneous, bi-
directional real power and, with respect to a Generation Interconnection Customer’s Customer 
Facility, reactive power flow information, must be telemetered directly to the location(s) 
specified by Transmission Provider and the Interconnected Transmission Owner. 
 
8.5.3. Phasor Measurement Units (PMUs):  
 
An Interconnection Customer entering the New Services Queue on or after October 1, 2012 with 
a proposed new Customer Facility that has a Maximum Facility Output equal to or greater than 
100 MW shall install and maintain, at its expense, phasor measurement units (PMUs). The 
PMUs must be capable of performing phasor measurements which are synchronized via a high-
accuracy satellite clock. As provided for in the PJM Manuals, an Interconnection Customer shall 
be required to install and maintain, at its expense, PMU equipment which includes the 
communication circuit capable of carrying the PMU data to a local data concentrator, and then 
transporting the information continuously to the Transmission Provider; as well as store the 
PMU data locally. The Transmission Provider will install and provide for the ongoing support 
and maintenance of the network communications linking the data concentrator to the 

Document Accession #: 20140130-5342      Filed Date: 01/30/2014

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 754 of 829



 

 

Transmission Provider. The requirements and guidelines of PMU data and telecommunication of 
such data are contained in the PJM Manuals. 
 
9 Force Majeure 
 
9.1 Notice:   
 
An Interconnection Party that is unable to carry out an obligation imposed on it by this Appendix 
2 due to Force Majeure shall notify the other parties in writing or by telephone within a 
reasonable time after the occurrence of the cause relied on. 
 
9.2 Duration of Force Majeure:   
 
An Interconnection Party shall not be responsible, or considered to be in Breach or Default under 
this Interconnection Service Agreement, for any non-performance, any interruption or failure of 
service, deficiency in the quality or quantity of service, or any other failure to perform any 
obligation hereunder to the extent that such failure or deficiency is due to Force Majeure.  An 
Interconnection Party shall be excused from whatever performance is affected only for the 
duration of the Force Majeure and while the Interconnection Party exercises Reasonable Efforts 
to alleviate such situation. As soon as the non-performing Interconnection Party is able to resume 
performance of its obligations excused because of the occurrence of Force Majeure, such 
Interconnection Party shall resume performance and give prompt notice thereof to the other 
parties. 
 
9.3 Obligation to Make Payments:   
 
Any Interconnection Party's obligation to make payments for services shall not be suspended by 
Force Majeure. 
 
10 Charges 
 
10.1 Specified Charges:   
 
If and to the extent required by the Interconnected Transmission Owner, after the Initial 
Operation of the Customer Facility, Interconnection Customer shall pay one or more of the types 
of recurring charges described in this section to compensate the Interconnected Transmission 
Owner for costs incurred in performing certain of its obligations under this Appendix 2. All such 
charges shall be stated in Schedule E of the Interconnection Service Agreement. Interconnected 
Transmission Owner shall provide Transmission Provider and Interconnection Customer with 
appropriate cost data, schedules and/or written testimony in support of any charges under this 
section in such manner and at such time as to allow Transmission Provider to include such 
materials in its filing of the Interconnection Service Agreement with the FERC. Transmission 
Provider will deliver a copy of such filing to Interconnection Customer. Permissible charges 
under this section may include: 
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 (a) Administration Charge — Any such charge may recover only the costs and 
expenses incurred by the Interconnected Transmission Owner in connection with administrative 
obligations such as the preparation of bills, the processing of Customer Facility-specific data on 
energy delivered at the Point of Interconnection and costs incurred in similar types of 
administrative processes related to Interconnection Customer’s Interconnection Service. An 
Administration Charge shall not be permitted to the extent that the Interconnected Transmission 
Owner’s other charges to the Interconnection Customer under the same Interconnection Service 
Agreement include an allocation of Interconnected Transmission Owner’s administrative and 
general expenses and/or other corporate overhead costs.  
 
 (b) Metering Charge — Any such charge may recover only the Interconnected 
Transmission Owner’s costs and expenses associated with operation, maintenance, inspection, 
testing, and carrying or capital replacement charges for any Metering Equipment that is owned 
by the Interconnected Transmission Owner. 
 
 (c) Telemetering Charge — Any such charge may recover only the Interconnected 
Transmission Owner’s costs and expenses associated with operation, maintenance, inspection, 
testing, and carrying or capital replacement charges for any telemetering equipment that is 
owned by the Interconnected Transmission Owner and that is used exclusively in conjunction 
with Interconnection Service for the Interconnection Customer. 
 
 (d) Customer Facility Operations and Maintenance Charge — Any such charge may 
recover only the Interconnected Transmission Owner’s costs and expenses associated with 
operation, maintenance, inspection, testing, modifications, taxes and carrying or capital 
replacement charges for Attachment Facilities related to the Interconnection Customer’s 
Interconnection Service and that are owned by the Interconnected Transmission Owner, provided 
that  
 
  (i) any such charge shall exclude costs and expenses associated with 
Transmission Owner Interconnection Facilities owned by the Interconnected Transmission 
Owner that are radial line facilities that serve load in addition to an Interconnection Customer; 
and 
 
  (ii) except as otherwise provided by Applicable Laws and Regulations, any 
such charge may include only an allocated share, derived in accordance with the allocations 
contained in the Facilities Study, of costs and expenses associated with Transmission Owner 
Interconnection Facilities owned by the Interconnected Transmission Owner that are radial line 
facilities that serve more than one Interconnection Customer.  At the discretion of the affected 
Interconnected Entities, a Customer Facility Operations and Maintenance Charge authorized 
under this section may apply on a per-incident basis or on a monthly or other periodic basis. 
 
 (e) Other Charges — Any other charges applicable to the Interconnection Customer, 
as mutually agreed upon by the Interconnection Customer and the Interconnected Transmission 
Owner and as accepted by the FERC as part of an Interconnection Service Agreement. 
 
10.2 FERC Filings: 

Document Accession #: 20140130-5342      Filed Date: 01/30/2014

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 756 of 829



 

 

 
To the extent required by law or regulation, each Interconnection Party shall seek FERC 
acceptance or approval of its respective charges or the methodology for the calculation of such 
charges. 
 
11 Security, Billing And Payments 
 
11.1 Recurring Charges Pursuant to Section 10:   
 
The following provisions shall apply with respect to recurring charges applicable to 
Interconnection Service after Initial Operation of the Customer Facility pursuant to Section 10 of 
this Appendix 2.   
 
11.1.1 General:   
 
Except as, and to the extent, otherwise provided in the Interconnection Service Agreement, 
billing and payment of any recurring charges applicable to Interconnection Service after Initial 
Operation of the Customer Facility pursuant to Section 10 of this Appendix 2 shall be in 
accordance with Section 7 of the Tariff. The Interconnected Transmission Owner shall provide 
Transmission Provider with all necessary information and supporting data that Transmission 
Provider may reasonably require to administer billing for and payment of applicable charges 
under this Appendix 2. Transmission Provider shall remit to the Interconnected Transmission 
Owner revenues received in payment of Interconnected Transmission Owner’s charges to 
Interconnection Customer under this Appendix 2 upon Transmission Provider’s receipt of such 
revenues. At Transmission Provider’s reasonable discretion, charges to Interconnection 
Customer and remittances to Interconnected Transmission Owner under this Appendix 2 may be 
netted against other amounts owed by or to such parties under the Tariff. 
 
11.1.2 Billing Disputes:   
 
In the event of a billing dispute between Transmission Provider and Interconnection Customer, 
Transmission Provider shall continue to provide interconnection service under this Appendix 2 
as long as Interconnection Customer (i) continues to make all payments not in dispute, and (ii) 
pays to Transmission Provider or into an independent escrow account the portion of the invoice 
in dispute, pending resolution of such dispute.  If Interconnection Customer fails to meet these 
two requirements for continuation of service, then Transmission Provider shall so inform the 
Interconnection Parties and may provide notice to Interconnection Customer of a Breach 
pursuant to Section 15 of this Appendix 2.  Within thirty days after the resolution of the dispute, 
the Interconnection Party that owes money to the other Interconnection Party shall pay the 
amount due with interest calculated in accord with Section 11.4. 
 
 
11.2 Costs for Transmission Owner Interconnection Facilities and/or Merchant Network 
Upgrades:   
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The following provisions shall apply with respect to charges for the Costs of the Interconnected 
Transmission Owner for which the Interconnection Customer is responsible.   
 
11.2.1 Adjustments to Security:   
 
The Security provided by Interconnection Customer at or before execution of the Interconnection 
Service Agreement (a) shall be reduced as portions of the work on required Local Upgrades 
and/or Network Upgrades is completed, and/or (b) shall be increased or decreased as required to 
reflect adjustments to Interconnection Customer’s cost responsibility, as determined in 
accordance with Section 217, to correspond with changes in the Scope of Work developed in 
accordance with Transmission Provider’s scope change process for interconnection projects set 
forth in the PJM Manuals. 
 
11.2.2 Invoice:   
 
The Interconnected Transmission Owner shall provide Transmission Provider a quarterly 
statement of the Interconnected Transmission Owner’s scheduled expenditures during the next 
three months for, as applicable (a) the design, engineering and construction of, and/or for other 
charges related to, construction of the Interconnection Facilities and/or Merchant Network 
Upgrades for which the Interconnected Transmission Owner is responsible under the 
Interconnection Service Agreement and the Interconnection Construction Service Agreement, or 
(b) in the event that the Interconnection Customer exercises the Option to Build pursuant to 
Section 3.2.3.1 of Appendix 2 of the form of Interconnection Construction Service Agreement 
(set forth in Attachment P to the Tariff), for the Transmission Owner’s Costs associated with the 
Interconnection Customer’s building Attachment Facilities, Local Upgrades, and Network 
Upgrades (including both Direct Connection Network Upgrades, Direct Connection Local 
Upgrades, Non-Direct Connection Network Upgrades and Non-Direct Connection Local 
Upgrades), including but not limited to Costs for tie-in work and Cancellation Costs.  Provided, 
however, such Transmission Owner Costs may include oversight costs (i.e. costs incurred by the 
Transmission Owner when engaging in oversight activities to satisfy itself that the 
Interconnection Customer is complying with the Transmission Owner’s standards and 
specifications for the construction of facilities) only if the Transmission Owner and the 
Interconnection Customer mutually agree to the inclusion of such costs under the Option to Build 
pursuant to the provisions of Section 3.3.3.1 of Appendix 2 of the form of Interconnection 
Construction Service Agreement (set forth in Attachment P to the Tariff).  Transmission Provider 
shall bill Interconnection Customer on behalf of the Interconnected Transmission Owner, for the 
Interconnected Transmission Owner’s expected Costs during the subsequent three months.  
Interconnection Customer shall pay each bill within twenty (20) days after receipt thereof.  Upon 
receipt of each of Interconnection Customer’s payments of such bills, Transmission Provider 
shall reimburse the Interconnected Transmission Owner.  Interconnection Customer may request 
that the Transmission Provider provide a quarterly cost reconciliation.  Such a quarterly cost 
reconciliation will have a one-quarter lag, e.g., reconciliation of costs for the first calendar 
quarter of work will be provided at the start of the third calendar quarter of work, provided, 
however, that Section 11.2.3 of this Appendix 2 shall govern the timing of the final cost 
reconciliation upon completion of the work. 
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11.2.3 Final Invoice:   
 
Within 120 days after the Interconnected Transmission Owner completes construction and 
installation of the Interconnection Facilities and/or Merchant Network Upgrades for which the 
Interconnected Transmission Owner is responsible under the Interconnection Service Agreement 
and the Interconnection Construction Service Agreement, Transmission Provider shall provide 
Interconnection Customer with an accounting of, and the appropriate Construction Party shall 
make any payment to the other that is necessary to resolve, any difference between (a) 
Interconnection Customer's responsibility under the Tariff for the actual Cost of such facilities, 
and (b) Interconnection Customer's previous aggregate payments to Transmission Provider for 
the Costs of such facilities. Notwithstanding the foregoing, however, Transmission Provider shall 
not be obligated to make any payment to either the Interconnection Customer or the 
Interconnected Transmission Owner that the preceding sentence requires it to make unless and 
until the Transmission Provider has received the payment that it is required to refund from the 
Construction Party owing the payment. 
 
11.2.4 Disputes:   
 
In the event of a billing dispute between any of the Construction Parties, Transmission Provider 
and the Interconnected Transmission Owner shall continue to perform their respective 
obligations pursuant to this Interconnection Service Agreement and any related Interconnection 
Construction Service Agreements so long as (a) Interconnection Customer continues to make all 
payments not in dispute, and (b) the Security held by the Transmission Provider while the 
dispute is pending exceeds the amount in dispute, or (c) Interconnection Customer pays to 
Transmission Provider or into an independent escrow account the portion of the invoice in 
dispute, pending resolution of such dispute.  If Interconnection Customer fails to meet any of 
these requirements, then Transmission Provider shall so inform the other Construction Parties 
and Transmission Provider or the Interconnected Transmission Owner may provide notice to 
Interconnection Customer of a Breach pursuant to Section 15 of this Appendix 2. 
 
11.3 No Waiver:   
 
Payment of an invoice shall not relieve Interconnection Customer from any other responsibilities 
or obligations it has under this Appendix 2, nor shall such payment constitute a waiver of any 
claims arising hereunder. 
 
11.4 Interest:   
 
Interest on any unpaid amounts shall be calculated in accordance with the methodology specified 
for interest on refunds in the FERC's regulations at 18 C.F.R. § 35.19a(a)(2)(iii).  Interest on 
delinquent amounts shall be calculated from the due date of the bill to the date of payment. 
 
12.0 Assignment 
 
12.1 Assignment with Prior Consent:   
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Except as provided in Section 12.2 to this Appendix 2, no Interconnection Party shall assign its 
rights or delegate its duties, or any part of such rights or duties, under the Interconnection 
Service Agreement without the written consent of the other Interconnection Parties, which 
consent shall not be unreasonably withheld, conditioned, or delayed.  Any such assignment or 
delegation made without such written consent shall be null and void.  An Interconnection Party 
may make an assignment in connection with the sale, merger, or transfer of a substantial portion 
or all of its properties including the Interconnection Facilities which it owns, so long as the 
assignee in such a sale, merger, or transfer assumes in writing all rights, duties and obligations 
arising under this Interconnection Service Agreement.  In addition, the Interconnected 
Transmission Owner shall be entitled, subject to Applicable Laws and Regulations, to assign the 
Interconnection Service Agreement to any Affiliate or successor that owns and operates all or a 
substantial portion of the Interconnected Transmission Owner’s transmission facilities. 
 
12.2 Assignment Without Prior Consent 
 
12.2.1 Assignment to Owners:   
 
Interconnection Customer may assign the Interconnection Service Agreement without the 
Interconnected Transmission Owner’s or Transmission Provider’s prior consent to any Affiliate 
or person that purchases or otherwise acquires, directly or indirectly, all or substantially all of the 
Customer Facility and the Customer Interconnection Facilities, provided that prior to the 
effective date of any such assignment, the assignee shall demonstrate that, as of the effective date 
of the assignment, the assignee has the technical and operational competence to comply with the 
requirements of this Interconnection Service Agreement and assumes in a writing provided to the 
Interconnected Transmission Owner and Transmission Provider all rights, duties, and obligations 
of Interconnection Customer arising under this Interconnection Service Agreement.  However, 
any assignment described herein shall not relieve or discharge the Interconnection Customer 
from any of its obligations hereunder absent the written consent of the Transmission Provider, 
such consent not to be unreasonably withheld, conditioned or delayed. 
 
12.2.2 Assignment to Lenders:   
 
Interconnection Customer may, without the consent of the Transmission Provider or the 
Interconnected Transmission Owner, assign the Interconnection Service Agreement to any 
Project Finance Entity(ies), provided that such assignment does not alter or diminish 
Interconnection Customer’s duties and obligations under this Interconnection Service 
Agreement.  If Interconnection Customer provides the Interconnected Transmission Owner with 
notice of an assignment to any Project Finance Entity(ies) and identifies such Project Finance 
Entities as contacts for notice purposes pursuant to Section 21 of this Appendix 2, the 
Transmission Provider or Interconnected Transmission Owner shall provide notice and 
reasonable opportunity for such entity(ies) to cure any Breach under this Interconnection Service 
Agreement in accordance with this Interconnection Service Agreement. Transmission Provider 
or Interconnected Transmission Owner shall, if requested by such lenders, provide such 
customary and reasonable documents, including consents to assignment, as may be reasonably 
requested with respect to the assignment and status of the Interconnection Service Agreement, 
provided that such documents do not alter or diminish the rights of the Transmission Provider or 
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Interconnected Transmission Owner under this Interconnection Service Agreement, except with 
respect to providing notice of Breach to a Project Finance Entity.  Upon presentation of the 
Transmission Provider and/or the Interconnected Transmission Owner’s invoice therefor, 
Interconnection Customer shall pay the Transmission Provider and/or the Interconnected 
Transmission Owner’s reasonable documented cost of providing such documents and 
certificates. Any assignment described herein shall not relieve or discharge the Interconnection 
Customer from any of its obligations hereunder absent the written consent of the Interconnected 
Transmission Owner and Transmission Provider. 
 
12.3 Successors and Assigns:   
 
This Interconnection Service Agreement and all of its provisions are binding upon, and inure to 
the benefit of, the Interconnection Parties and their respective successors and permitted assigns. 
 
13 Insurance 
 
13.1 Required Coverages For Generation Resources Of More Than 20 Megawatts or 
Merchant Transmission Facilities:   
 
Each Interconnected Entity shall maintain insurance as described in paragraphs A through E 
below. All insurance shall be procured from insurance companies rated “A-,” VII or better by 
AM Best and authorized to do business in a state or states in which the Interconnection Facilities 
are located.  Failure to maintain required insurance shall be a Breach of the Interconnection 
Service Agreement. 
 
 A. Workers Compensation insurance with statutory limits, as required by the state 
and/or jurisdiction in which the work is to be performed, and employer's liability insurance with 
limits of not less than one million dollars ($1,000,000.00). 
 
 B. Commercial General Liability Insurance and/or Excess Liability Insurance 
covering liability arising out of premises, operations, personal injury, advertising , products and 
completed operations coverage, independent contractors coverage, liability assumed under an 
insured contract, coverage for pollution to the extent normally available and punitive damages to 
the extent allowable under applicable law, with limits of not less than one million dollars 
($1,000,000) per occurrence/one million dollars ($1,000,000) general aggregate/one million 
dollars ($1,000,000) products and completed operations aggregate. 
 
 C. Business/Commercial Automobile Liability Insurance for coverage of owned and 
non-owned and hired vehicles, trailers or semi-trailers designed for travel on public roads, with a 
minimum, combined single limit of one million dollars ($1,000,000) each accident for bodily 
injury, including death, and property damage. 
 
 D. Excess and/or Umbrella Liability Insurance with a limit of liability of not less 
than twenty million dollars ($20,000,000.00) per occurrence.  These limits apply in excess of the 
employer’s liability, commercial general liability and business/commercial automobile liability 
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coverages described above.  This requirement can be met alone or via a combination of primary, 
excess and/or umbrella insurance. 
 
 E. Professional Liability Insurance providing errors, omissions and/or malpractice 
coverage in the amount of five million dollars ($5,000,000) per occurrence/aggregate.  Coverage 
shall be provided for the Interconnected Entity’s duties, responsibilities and performance 
outlined in this Appendix 2, the Interconnection Service Agreement, and if applicable, the 
Interconnection Construction Service Agreement. 
 
An Interconnected Entity may meet the Professional Liability Insurance requirements by 
requiring third-party contractors, designers, or engineers, or other parties that are responsible for 
design work associated with the transmission facilities or Interconnection Facilities necessary for 
the interconnection  to procure professional liability insurance in the amounts and upon the terms 
prescribed by this section 13.1(E), and providing evidence of such insurance to the other 
Interconnected Entity.  Such insurance shall be procured from companies rated “A-,” VII or 
better by AM Best and authorized to do business in a state or states in which the Interconnection 
Facilities are located. Nothing in this section relieves the Interconnected Entity from complying 
with the insurance requirements.  In the event that the policies of the designers, engineers, or 
other parties used to satisfy the Interconnected Entity’s insurance obligations under this section 
become invalid for any reason, including but not limited to, (i) the policy(ies) lapsing or 
otherwise terminating or expiring; (ii) the coverage limits of such policy(ies) are decreased; or 
(iii) the policy(ies) do not comply with the terms and conditions of the Tariff; Interconnected 
Entity shall be required to procure insurance sufficient to meet the requirements of this section, 
such that there is no lapse in insurance coverage.  Notwithstanding the foregoing, in the event an 
Interconnected Entity will not design or construct or cause to design or construct any new 
transmission facilities or Interconnection Facilities, Transmission Provider, in its discretion, may 
waive the requirement that an Interconnected Entity maintain the Professional Liability 
Insurance pursuant to this section. 
 
13.1A.  Required Coverages For Generation Resources Of 20 Megawatts Or Less:   
 
Each Interconnected Entity shall maintain the types of insurance as described in section 13.1 
paragraphs A through E in an amount sufficient to insure against all reasonably foreseeable 
direct liabilities given the size and nature of the generating equipment being interconnected, the 
interconnection itself, and the characteristics of the system to which the interconnection is made.  
Additional insurance may be required by the Interconnection Customer, as a function of owning 
and operating a generating facility.  All insurance shall be procured from insurance companies 
rated “A-,” VII or better by AM Best and authorized to do business in a state or states in which 
the Interconnection Facilities are located.  Failure to maintain required insurance shall be a 
Breach of the Interconnection Service Agreement. 
 
 
13.2 Additional Insureds:   
 
The Commercial General Liability, Business/Commercial Automobile Liability and Excess 
and/or Umbrella Liability policies procured by each Interconnected Entity (the “Insuring 
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Interconnected Entity”) shall include each other Interconnection Party (the “Insured 
Interconnection Party”), and its respective officers, agents and employees as additional insureds, 
providing all standard coverages and covering liability of the Insured Interconnection Party 
arising out of bodily injury and/or property damage (including loss of use) in any way connected 
with the operations, performance, or lack of performance under this Interconnection Service 
Agreement. 
 
13.3 Other Required Terms:   
 
The above-mentioned insurance policies (except workers’ compensation) shall provide the 
following: 
 
 (a) Each policy shall contain provisions that specify that it is primary and non 
contributory for any liability arising out of that party’s negligence, and shall apply to such extent 
without consideration for other policies separately carried and shall state that each insured is 
provided coverage as though a separate policy had been issued to each, except the insurer’s 
liability shall not be increased beyond the amount for which the insurer would have been liable 
had only one insured been covered.  Each Insuring Interconnected Entity shall be responsible for 
its respective deductibles or retentions. 
 
 (b) If any coverage is written on a Claims First Made Basis, continuous coverage 
shall be maintained or an extended discovery period will be exercised for a period of not less 
than two (2) years after termination of the Interconnection Service Agreement. 
 
 (c) Provide for a waiver of all rights of subrogation which the Insuring 
Interconnected Entity’s insurance carrier might exercise against the Insured Interconnection 
Party. 
 
13.3A No Limitation of Liability:   
 
The requirements contained herein as to the types and limits of all insurance to be maintained by 
the Interconnected Entities are not intended to and shall not in any manner, limit or qualify the 
liabilities and obligations assumed by the Interconnection Parties under the Interconnection 
Service Agreement. 
 
13.4 Self-Insurance:   
 
Notwithstanding the foregoing, each Interconnected Entity may self-insure to meet the minimum 
insurance requirements of this Section 13 of this Appendix 2 to the extent it maintains a self-
insurance program, provided that such Interconnected Entity’s senior secured debt is rated at 
investment grade or better by Standard & Poor’s and its self-insurance program meets the 
minimum insurance requirements of this Section 13.  For any period of time that an 
Interconnected Entity’s senior secured debt is unrated by Standard & Poor’s or is rated at less 
than investment grade by Standard & Poor’s, such Party shall comply with the insurance 
requirements applicable to it under this Section 13.  In the event that an Interconnected Entity is 
permitted to self-insure pursuant to this section, it shall notify the other Interconnection Parties 
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that it meets the requirements to self-insure and that its self-insurance program meets the 
minimum insurance requirements in a manner consistent with that specified in Section 13.5 of 
this Appendix 2. 
 
13.5 Notices; Certificates of Insurance:   
 
All policies of insurance shall provide for thirty days prior written notice of cancellation or 
material adverse change.  If the policies of insurance do not or cannot be endorsed to provide 
thirty days prior notice of cancellation or material adverse change, each Interconnected Entity 
shall provide the other Interconnected Entities with thirty days prior written notice of 
cancellation or material adverse change to any of the insurance required in this agreement.  Each 
Interconnected Entity shall provide the other with certificates of insurance prior to Initial 
Operation of the Customer Facility and thereafter at such time intervals as they shall mutually 
agree upon, provided that such interval shall not be less than one year.  All certificates of 
insurance shall indicate that the certificate holder is included as an additional insured under the 
Commercial General Liability, Business/Commercial Automobile Liability and Excess and/or 
Umbrella Liability coverages, and that this insurance is primary with a waiver of subrogation 
included in favor of the other Interconnected Entities. 
 
13.6 Subcontractor Insurance:   
 
In accord with Good Utility Practice, each Interconnected Entity shall require each of its 
subcontractors to maintain and provide evidence of insurance coverage of types, and in amounts, 
commensurate with the risks associated with the services provided by the subcontractor. Bonding 
of contractors or subcontractors shall be at the hiring Interconnected Entity’s discretion, but 
regardless of bonding, the hiring principal shall be responsible for the performance or non-
performance of any contractor or subcontractor it hires. 
 
13.7 Reporting Incidents 
 
The Interconnection Parties shall report to each other in writing as soon as practical all accidents 
or occurrences resulting in injuries to any person, including death, and any property damage 
arising out of the Interconnection Service Agreement. 
 
14 Indemnity 
 
14.1 Indemnity:   
 
Each Interconnection Party shall indemnify and hold harmless the other Interconnection Parties, 
and the other Interconnection Parties’ officers, shareholders, stakeholders, members, managers, 
representatives, directors, agents and employees, and Affiliates, from and against any and all 
loss, liability, damage, cost or expense to third parties, including damage and liability for bodily 
injury to or death of persons, or damage to property or persons (including reasonable attorneys’ 
fees and expenses, litigation costs, consultant fees, investigation fees, sums paid in settlements of 
claims, penalties or fines imposed under Applicable Laws and Regulations, and any such fees 
and expenses incurred in enforcing this indemnity or collecting any sums due hereunder) 
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(collectively, “Loss”) to the extent arising out of, in connection with, or resulting from (i) the 
indemnifying Interconnection Party’s breach of any of the representations or warranties made in, 
or failure of the indemnifying Interconnection Party or any of its subcontractors to perform any 
of its obligations under, this Interconnection Service Agreement (including Appendix 2), or (ii) 
the negligence or willful misconduct of the indemnifying Interconnection Party or its contractors; 
provided, however, that no Interconnection Party shall have any indemnification obligations 
under this Section 14.1 in respect of any Loss to the extent the Loss results from the negligence 
or willful misconduct of the Interconnection Party seeking indemnity. 
 
14.2 Indemnity Procedures:   
 
Promptly after receipt by a Person entitled to indemnity (“Indemnified Person”) of any claim or 
notice of the commencement of any action or administrative or legal proceeding or investigation 
as to which the indemnity provided for in Section 14.1 may apply, the Indemnified Person shall 
notify the indemnifying Interconnection Party of such fact.  Any failure of or delay in such 
notification shall not affect an Interconnection Party’s indemnification obligation unless such 
failure or delay is materially prejudicial to the indemnifying Interconnection Party. The 
Indemnified Person shall cooperate with the indemnifying Interconnection Party with respect to 
the matter for which indemnification is claimed. The indemnifying Interconnection Party shall 
have the right to assume the defense thereof with counsel designated by such indemnifying 
Interconnection Party and reasonably satisfactory to the Indemnified Person.  If the defendants in 
any such action include one or more Indemnified Persons and the indemnifying Interconnection 
Party and if the Indemnified Person reasonably concludes that there may be legal defenses 
available to it and/or other Indemnified Persons which are different from or additional to those 
available to the indemnifying Interconnection Party, the Indemnified Person shall have the right 
to select separate counsel to assert such legal defenses and to otherwise participate in the defense 
of such action on its own behalf.  In such instances, the indemnifying Interconnection Party shall 
only be required to pay the fees and expenses of one additional attorney to represent an 
Indemnified Person or Indemnified Persons having such differing or additional legal defenses.  
The Indemnified Person shall be entitled, at its expense, to participate in any action, suit or 
proceeding, the defense of which has been assumed by the indemnifying Interconnection Party.  
Notwithstanding the foregoing, the indemnifying Interconnection Party (i) shall not be entitled to 
assume and control the defense of any such action, suit or proceedings if and to the extent that, in 
the opinion of the Indemnified Person and its counsel, such action, suit or proceeding involves 
the potential imposition of criminal liability on the Indemnified Person, or there exists a conflict 
or adversity of interest between the Indemnified Person and the indemnifying Interconnection 
Party, in such event the indemnifying Interconnection Party shall pay the reasonable expenses of 
the Indemnified Person, and (ii) shall not settle or consent to the entry of any judgment in any 
action, suit or proceeding without the consent of the Indemnified Person, which shall not be 
unreasonably withheld, conditioned or delayed. 
 
14.3 Indemnified Person:   
 
If an Indemnified Person is entitled to indemnification under this Section 14 as a result of a claim 
by a third party, and the indemnifying Interconnection Party fails, after notice and reasonable 
opportunity to proceed under Section 14.2 of this Appendix 2, to assume the defense of such 
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claim, such Indemnified Person may at the expense of the indemnifying Interconnection Party 
contest, settle or consent to the entry of any judgment with respect to, or pay in full, such claim. 
 
14.4 Amount Owing:   
 
If an indemnifying Interconnection Party is obligated to indemnify and hold any Indemnified 
Person harmless under this Section 14, the amount owing to the Indemnified Person shall be the 
amount of such Indemnified Person’s actual Loss, net of any insurance or other recovery. 
 
14.5 Limitation on Damages:  
 
Except as otherwise provided in this Section 14, the liability of an Interconnection Party under 
this Appendix 2 shall be limited to direct actual damages, and all other damages at law are 
waived. Under no circumstances shall any Interconnection Party or its Affiliates, directors, 
officers, employees and agents, or any of them, be liable to another Interconnection Party, 
whether in tort, contract or other basis in law or equity for any special, indirect punitive, 
exemplary or consequential damages, including lost profits.  The limitations on damages 
specified in this Section 14.5 are without regard to the cause or causes related thereto, including 
the negligence of any Interconnection Party, whether such negligence be sole, joint or 
concurrent, or active or passive. This limitation on damages shall not affect any Interconnection 
Party’s rights to obtain equitable relief as otherwise provided in this Appendix 2. The provisions 
of this Section 14.5 shall survive the termination or expiration of the Interconnection Service 
Agreement. 
 
14.6 Limitation of Liability in Event of Breach:   
 
An Interconnection Party (“Breaching Party”) shall have no liability hereunder to the other 
Interconnection Parties, and the other Interconnection Parties hereby release the Breaching Party, 
for all claims or damages that either of them incurs that are associated with any interruption in 
the availability of the Customer Facility, Interconnection Facilities, Transmission System or 
Interconnection Service or damages to an Interconnection Party’s facilities, except to the extent 
such interruption or damage is caused by the Breaching Party’s gross negligence or willful 
misconduct in the performance of its obligations under this Interconnection Service Agreement 
(including Appendix 2). 
 
14.7 Limited Liability in Emergency Conditions:   
 
Except as otherwise provided in the Tariff or the Operating Agreement, no Interconnection Party 
shall be liable to any other Interconnection Party for any action that it takes in responding to an 
Emergency Condition, so long as such action is made in good faith, is consistent with Good 
Utility Practice and is not contrary to the directives of the Transmission Provider or of the 
Interconnected Transmission Owner with respect to such Emergency Condition.  
Notwithstanding the above, Interconnection Customer shall be liable in the event that it fails to 
comply with any instructions of Transmission Provider or the Interconnected Transmission 
Owner related to an Emergency Condition. 
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15 Breach, Cure And Default 
 
15.1 Breach:   
 
A Breach of this Interconnection Service Agreement shall include: 
 
 (a) The failure to pay any amount when due; 
 
 (b) The failure to comply with any material term or condition of this Appendix 2 or 
of the other portions of the Interconnection Service Agreement, including but not limited to any 
material breach of a representation, warranty or covenant (other than in subsections (a) and (c)-
(e) of this Section) made in this Appendix 2; 
 
 (c) Assignment of the Interconnection Service Agreement in a manner inconsistent 
with its terms; 
 
 (d) Failure of an Interconnection Party to provide access rights, or an Interconnection 
Party's attempt to revoke or terminate access rights, that are provided under this Appendix 2; or 
 
 (e) Failure of an Interconnection Party to provide information or data required to be 
provided under this Appendix 2 to another Interconnection Party for such other Interconnection 
Party to satisfy its obligations under this Appendix 2. 
 
15.2 Continued Operation:   
 
In the event of a Breach or Default by either Interconnected Entity, and subject to termination of 
the Interconnection Service Agreement under Section 16 of this Appendix 2, the Interconnected 
Entities shall continue to operate and maintain, as applicable, such DC power systems, protection 
and Metering Equipment, telemetering equipment, SCADA equipment, transformers, Secondary 
Systems, communications equipment, building facilities, software, documentation, structural 
components, and other facilities and appurtenances that are reasonably necessary for 
Transmission Provider and the Interconnected Transmission Owner to operate and maintain the 
Transmission System and the Transmission Owner Interconnection Facilities and for 
Interconnection Customer to operate and maintain the Customer Facility and the Customer 
Interconnection Facilities, in a safe and reliable manner. 
 
15.3 Notice of Breach:   
 
An Interconnection Party not in Breach shall give written notice of an event of Breach to the 
Breaching Party, to Transmission Provider and to other persons that the Breaching Party 
identifies in writing to the other Interconnection Party in advance.  Such notice shall set forth, in 
reasonable detail, the nature of the Breach, and where known and applicable, the steps necessary 
to cure such Breach. In the event of a Breach by Interconnection Customer, Transmission 
Provider and the Interconnected Transmission Owner agree to provide notice of such Breach, at 
the same time and in the same manner as its notice to Interconnection Customer, to any Project 
Finance Entity provided that the Interconnection Customer has provided the notifying 
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Interconnection Party with notice of an assignment to such Project Finance Entity(ies) and 
identifies such Project Finance Entity(ies) as contacts for notice purposes pursuant to Section 21 
of this Appendix 2. 
 
15.4 Cure and Default:   
 
An Interconnection Party that commits a Breach and does not take steps to cure the Breach 
pursuant to this Section 15.4 is in Default of this Appendix 2 and of the Interconnection Service 
Agreement. 
 
15.4.1 Cure of Breach:   
 
Except for the event of Breach set forth in Section 15.1(a) above, the Breaching Interconnection 
Party (a) may cure the Breach within thirty days from the receipt of such notice; or (b) if the 
Breach cannot be cured within thirty (30) days, may commence in good faith all steps that are 
reasonable and appropriate to cure the Breach within such thirty day time period and thereafter 
diligently pursue such action to completion.  In an event of Breach set forth in Section 15.1(a), 
the Breaching Interconnection Party may cure the Breach within five (5) days from the receipt of 
notice of the Breach. 
 
15.5 Right to Compel Performance:   
 
Notwithstanding the foregoing, upon the occurrence of an event of Default, a non-Defaulting 
Interconnection Party shall be entitled to (a) commence an action to require the Defaulting 
Interconnection Party to remedy such Default and specifically perform its duties and obligations 
hereunder in accordance with the terms and conditions hereof, (b) withhold payments, (c) 
suspend performance hereunder, and (d) exercise such other rights and remedies as it may have 
in equity or at law; provided, however, that the Transmission Provider shall not terminate the 
Interconnection Service Agreement due to the failure of Interconnection Customer to make a 
payment hereunder unless such failure could reasonably be expected to have a material adverse 
effect on the Interconnected Transmission Owner. 
 
15.6 Remedies Cumulative:   
 
Subject to Section 20.1, no remedy conferred by any provision of this Appendix 2 is intended to 
be exclusive of any other remedy and each and every remedy shall be cumulative and shall be in 
addition to every other remedy given hereunder or now or hereafter existing at law or in equity 
or by statute or otherwise.  The election of any one or more remedies shall not constitute a 
waiver of the right to pursue other available remedies. 
 
16 Termination 
 
16.1 Termination:   
 
This Interconnection Service Agreement and Interconnection Service under this Interconnection 
Service Agreement may be terminated by the following means: 
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16.1.1 By Mutual Consent:   
 
Interconnection Service may be terminated as of the date on which the Interconnection Parties 
mutually agree to terminate the Interconnection Service Agreement. 
 
16.1.2 By Interconnection Customer:   
 
Interconnection Customer may unilaterally terminate the Interconnection Service Agreement 
pursuant to Applicable Laws and Regulations upon providing Transmission Provider and the 
Interconnected Transmission Owner sixty (60) days prior written notice thereof, provided that 
Interconnection Customer is not then in Default under the Interconnection Service Agreement. 
 
16.1.3 Upon Default of Interconnection Customer:   
 
Transmission Provider may terminate the Interconnection Service Agreement upon the Default 
of Interconnection Customer of its obligations under the Interconnection Service Agreement by 
providing Interconnection Customer and the Interconnected Transmission Owner prior written 
notice of termination; provided, however, that Transmission Provider shall not terminate the 
Interconnection Service Agreement due to the failure of Interconnection Customer to make a 
payment hereunder unless such failure could reasonably be expected to have a material adverse 
effect on the Interconnected Transmission Owner. 
 
16.2 Disposition of Facilities Upon Termination 
 
16.2.1 Disconnection:   
 
Upon termination of the Interconnection Service Agreement in accordance with this Section 16, 
Transmission Provider and/or the Interconnected Transmission Owner shall, in coordination with 
Interconnection Customer, physically disconnect the Customer Facility from the Transmission 
System, except to the extent otherwise allowed by this Appendix 2. 
 
16.2.2 Network Facilities:   
 
At the time of termination, the Transmission Provider and the Interconnected Entities shall keep 
in place any portion of the Interconnection Facilities and/or of any Merchant Network Upgrades 
that the Transmission Provider deems necessary for the safety, integrity and/or reliability of the 
Transmission System.  Otherwise, Transmission Provider may, in its discretion, within 30 days 
following termination of Interconnection Service, require the removal of all or any part of the 
Interconnection Facilities or of any Merchant Network Upgrades. 
 
 16.2.2.1 In the event that (i) the Interconnection Service Agreement and 
Interconnection Service under this Appendix 2 are terminated and (ii) Transmission Provider 
determines that some or all of the Interconnection Facilities or of any Merchant Network 
Upgrades that are owned by the Interconnection Customer are necessary for the safety, integrity 
and/or reliability of the Transmission System, Interconnection Customer, subject to Applicable 
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Laws and Regulations, shall transfer to the Interconnected Transmission Owner title to the 
Interconnection Facilities or Merchant Network Upgrades that Transmission Provider has 
determined to be necessary for the safety, integrity and/or reliability of the Transmission System.  
  
 16.2.2.2 In the event that removal of some or all of the Interconnection Facilities or 
any Merchant Network Upgrades is necessary to maintain compliance with Applicable 
Standards, Interconnection Customer shall be responsible for the costs of any such removal. 
Interconnection Customer shall have the right to take or retain title to equipment and/or facilities 
that are removed pursuant to this section; alternatively, in the event that the Interconnection 
Customer does not wish to retain title to removed equipment and/or facilities that it owns, the 
Interconnected Transmission Owner may elect to pay the Interconnection Customer a mutually 
agreed amount to acquire and own such equipment and/or facilities. 
 
16.2.3 Request for Disposition Determination:   
 
Interconnection Customer may request a determination from the Transmission Provider whether 
any Interconnection Facilities or any Merchant Network Upgrades will be removed in the event 
of any termination of Interconnection Service to the Customer Facility within the following year.  
Transmission Provider shall respond to that request no later than sixty (60) days after receipt. 
 
16.3 FERC Approval:   
 
Notwithstanding any other provision of this Appendix 2, no termination hereunder shall become 
effective until the Interconnected Entities and/or Transmission Provider have complied with all 
Applicable Laws and Regulations applicable to such termination, including the filing with the 
FERC of a notice of termination of the Interconnection Service Agreement, and acceptance of 
such notice for filing by the FERC. 
 
16.4 Survival of Rights:  
 
Termination of this Interconnection Service Agreement shall not relieve any Interconnection 
Party of any of its liabilities and obligations arising under this Interconnection Service 
Agreement (including Appendix 2) prior to the date on which termination becomes effective, and 
each Interconnection Party may take whatever judicial or administrative actions it deems 
desirable or necessary to enforce its rights hereunder. Applicable provisions of this Appendix 2 
will continue in effect after termination to the extent necessary to provide for final billings, 
billing adjustments, and the determination and enforcement of liability and indemnification 
obligations arising from events or acts that occurred while the Interconnection Service 
Agreement was in effect. 
 
17 Confidentiality:   
 
Information is Confidential Information only if it is clearly designated or marked in writing as 
confidential on the face of the document, or, if the information is conveyed orally or by 
inspection, if the Interconnection Party providing the information orally informs the 
Interconnection Party receiving the information that the information is confidential.  If requested 
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by any Interconnection Party, the disclosing Interconnection Party shall provide in writing the 
basis for asserting that the information referred to in this section warrants confidential treatment, 
and the requesting Interconnection Party may disclose such writing to an appropriate 
Governmental Authority.  Any Interconnection Party shall be responsible for the costs associated 
with affording confidential treatment to its information.   
 
17.1 Term:   
 
During the term of the Interconnection Service Agreement, and for a period of three (3) years 
after the expiration or termination of the Interconnection Service Agreement, except as otherwise 
provided in this Section 17, each Interconnection Party shall hold in confidence, and shall not 
disclose to any person, Confidential Information provided to it by any other Interconnection 
Party.  
 
17.2 Scope:   
 
Confidential Information shall not include information that the receiving Interconnection Party 
can demonstrate: (i) is generally available to the public other than as a result of a disclosure by 
the receiving Interconnection Party; (ii) was in the lawful possession of the receiving 
Interconnection Party on a non-confidential basis before receiving it from the disclosing 
Interconnection Party; (iii) was supplied to the receiving Interconnection Party without 
restriction by a third party, who, to the knowledge of the receiving Interconnection Party, after 
due inquiry, was under no obligation to the disclosing Interconnection Party to keep such 
information confidential; (iv) was independently developed by the receiving Interconnection 
Party without reference to Confidential Information of the disclosing Interconnection Party; 
(v) is, or becomes, publicly known, through no wrongful act or omission of the receiving 
Interconnection Party or breach of this Appendix 2; or (vi) is required, in accordance with 
Section 17.7 of this Appendix 2, to be disclosed to any Governmental Authority or is otherwise 
required to be disclosed by law or subpoena, or is necessary in any legal proceeding establishing 
rights and obligations under the Interconnection Service Agreement.  Information designated as 
Confidential Information shall no longer be deemed confidential if the Interconnection Party that 
designated the information as confidential notifies the other Interconnection Parties that it no 
longer is confidential. 
 
17.3 Release of Confidential Information:   
 
No Interconnection Party shall disclose Confidential Information to any other person, except to 
its Affiliates (limited by the Commission’s Standards of Conduct requirements), subcontractors, 
employees, consultants or to parties who may be or considering providing financing to or equity 
participation in Interconnection Customer or to potential purchasers or assignees of 
Interconnection Customer, on a need-to-know basis in connection with the Interconnection 
Service Agreement, unless such person has first been advised of the confidentiality provisions of 
this Section 17 and has agreed to comply with such provisions.  Notwithstanding the foregoing, 
an Interconnection Party providing Confidential Information to any person shall remain 
primarily responsible for any release of Confidential Information in contravention of this Section 
17. 
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17.4 Rights:   
 
Each Interconnection Party retains all rights, title, and interest in the Confidential Information 
that it discloses to any other Interconnection Party.  An Interconnection Party’s disclosure to 
another Interconnection Party of Confidential Information shall not be deemed a waiver by any 
Interconnection Party or any other person or entity of the right to protect the Confidential 
Information from public disclosure. 
 
17.5 No Warranties:   
 
By providing Confidential Information, no Interconnection Party makes any warranties or 
representations as to its accuracy or completeness.  In addition, by supplying Confidential 
Information, no Interconnection Party obligates itself to provide any particular information or 
Confidential Information to any other Interconnection Party nor to enter into any further 
agreements or proceed with any other relationship or joint venture. 
 
17.6 Standard of Care:   
 
Each Interconnection Party shall use at least the same standard of care to protect Confidential 
Information it receives as the Interconnection Party uses to protect its own Confidential 
Information from unauthorized disclosure, publication or dissemination.  Each Interconnection 
Party may use Confidential Information solely to fulfill its obligations to the other 
Interconnection Parties under the Interconnection Service Agreement or to comply with 
Applicable Laws and Regulations. 
 
17.7 Order of Disclosure:   
 
If a Governmental Authority with the right, power, and apparent authority to do so requests or 
requires an Interconnection Party, by subpoena, oral deposition, interrogatories, requests for 
production of documents, administrative order, or otherwise, to disclose Confidential 
Information, that Interconnection Party shall provide the Interconnection Party that provided the 
information with prompt prior notice of such request(s) or requirement(s) so that the providing 
Interconnection Party may seek an appropriate protective order or waive compliance with the 
terms of this Appendix 2 or the Interconnection Service Agreement.  Notwithstanding the 
absence of a protective order or agreement, or waiver, the Interconnection Party that is subjected 
to the request or order may disclose such Confidential Information which, in the opinion of its 
counsel, the Interconnection Party is legally compelled to disclose.  Each Interconnection Party 
shall use Reasonable Efforts to obtain reliable assurance that confidential treatment will be 
accorded any Confidential Information so furnished. 
 
17.8 Termination of Interconnection Service Agreement:   
 
Upon termination of the Interconnection Service Agreement for any reason, each Interconnection 
Party shall, within ten (10) calendar days of receipt of a written request from another party, use 
Reasonable Efforts to destroy, erase, or delete (with such destruction, erasure and deletion 
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certified in writing to the requesting party) or to return to the other party, without retaining 
copies thereof, any and all written or electronic Confidential Information received from the 
requesting party. 
 
17.9 Remedies:   
 
The Interconnection Parties agree that monetary damages would be inadequate to compensate an 
Interconnection Party for another Interconnection Party's Breach of its obligations under this 
Section 17.  Each Interconnection Party accordingly agrees that the other Interconnection Parties 
shall be entitled to equitable relief, by way of injunction or otherwise, if the first Interconnection 
Party breaches or threatens to breach its obligations under this Section 17, which equitable relief 
shall be granted without bond or proof of damages, and the receiving Interconnection Party shall 
not plead in defense that there would be an adequate remedy at law.  Such remedy shall not be 
deemed to be an exclusive remedy for the breach of this Section 17, but shall be in addition to all 
other remedies available at law or in equity.  The Interconnection Parties further acknowledge 
and agree that the covenants contained herein are necessary for the protection of legitimate 
business interests and are reasonable in scope.  No Interconnection Party, however, shall be 
liable for indirect, incidental or consequential or punitive damages of any nature or kind resulting 
from or arising in connection with this Section 17. 
 
17.10 Disclosure to FERC or its Staff:   
 
Notwithstanding anything in this Section 17 to the contrary, and pursuant to 18 C.F.R. § 1b.20, if 
FERC or its staff, during the course of an investigation or otherwise, requests information from 
one of the Interconnection Parties that is otherwise required to be maintained in confidence 
pursuant to this Interconnection Service Agreement, the Interconnection Party, shall provide the 
requested information to FERC or its staff, within the time provided for in the request for 
information.  In providing the information to FERC or its staff, the Interconnection Party must, 
consistent with 18 C.F.R. §  388.122, request that the information be treated as confidential and 
non-public by FERC and its staff and that the information be withheld from public disclosure.  
Interconnection Parties are prohibited from notifying the other Interconnection Parties prior to 
the release of the Confidential Information to the Commission or its staff. An Interconnection 
Party shall notify the other Interconnection Parties to the Interconnection Service Agreement 
when it is notified by FERC or its staff that a request to release Confidential Information has 
been received by FERC, at which time any of the Interconnection Parties may respond before 
such information would be made public, pursuant to 18 C.F.R. §  388.112. 
 
17.11  
 
Subject to the exception in Section 17.10 of this Appendix 2, no Interconnection Party shall 
disclose Confidential Information of another Interconnection Party to any person not employed 
or retained by the Interconnection Party, except to the extent disclosure is (i) required by law; (ii) 
reasonably deemed by the disclosing Interconnection Party to be required in connection with a 
dispute between or among the Interconnection Parties, or the defense of litigation or dispute; 
(iii)_ otherwise permitted by consent of the Interconnection Party that provided such 
Confidential Information, such consent not to be unreasonably withheld; or (iv) necessary to 

Document Accession #: 20140130-5342      Filed Date: 01/30/2014

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 773 of 829



 

 

fulfill its obligations under this Interconnection Service Agreement or as a transmission service 
provider or a Control Area operator including disclosing the Confidential Information to an RTO 
or ISO or to a regional or national reliability organization. Prior to any disclosures of another 
Interconnection Party’s Confidential Information under this subparagraph, the disclosing 
Interconnection Party shall promptly notify the other Interconnection Parties in writing and shall 
assert confidentiality and cooperate with the other Interconnection Parties in seeking to protect 
the Confidential Information from public disclosure by confidentiality agreement, protective 
order or other reasonable measures.   
 
17.12  
 
This provision shall not apply to any information that was or is hereafter in the public domain 
(except as a result of a Breach of this provision).   
 
17.13 Return or Destruction of Confidential Information:   
 
If an Interconnection Party provides any Confidential Information to another Interconnection 
Party in the course of an audit or inspection, the providing Interconnection Party may request the 
other party to return or destroy such Confidential Information after the termination of the audit 
period and the resolution of all matters relating to that audit.  Each Interconnection Party shall 
make Reasonable Efforts to comply with any such requests for return or destruction within ten 
days of receiving the request and shall certify in writing to the other Interconnection Party that it 
has complied with such request. 
 
18 Subcontractors 
 
18.1 Use of Subcontractors:   
 
Nothing in this Appendix 2 shall prevent the Interconnection Parties from utilizing the services 
of subcontractors as they deem appropriate to perform their respective obligations hereunder, 
provided, however, that each Interconnection Party shall require its subcontractors to comply 
with all applicable terms and conditions of this Appendix 2 in providing such services. 
 
18.2 Responsibility of Principal: 
 
The creation of any subcontract relationship shall not relieve the hiring Interconnection Party of 
any of its obligations under this Appendix 2. Each Interconnection Party shall be fully 
responsible to the other Interconnection Parties for the acts and/or omissions of any 
subcontractor it hires as if no subcontract had been made.  
 
18.3 Indemnification by Subcontractors:   
 
To the fullest extent permitted by law, an Interconnection Party that uses a subcontractor to carry 
out any of the Interconnection Party’s obligations under this Appendix 2 shall require each of its 
subcontractors to indemnify, hold harmless and defend each other Interconnection Party, its 
representatives and assigns from and against any and all claims and/or liability for damage to 
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property, injury to or death of any person, including the employees of any Interconnection Party 
or of any Affiliate of any Interconnection Party, or any other liability incurred by the other 
Interconnection Party or any of its Affiliates, including all expenses, legal or otherwise, to the 
extent caused by any act or omission, negligent or otherwise, by such subcontractor and/or its 
officers, directors, employees, agents and assigns, that arises out of or is connected with the 
operation of the facilities of either Interconnected Entity described in this Appendix 2; provided, 
however, that no Interconnection Party or Affiliate thereof shall be entitled to indemnity under 
this Section 18.3 in respect of any injury, loss, or damage to the extent that such loss, injury, or 
damage results from the negligence or willful misconduct of the Interconnection Party or 
Affiliate seeking indemnity. 
 
18.4 Subcontractors Not Beneficiaries:   
 
No subcontractor is intended to be, or shall be deemed to be, a third-party beneficiary of an 
Interconnection Service Agreement. 
 
19 Information Access And Audit Rights 
 
19.1 Information Access:   
 
Consistent with Applicable Laws and Regulations, each Interconnection Party shall make 
available such information and/or documents reasonably requested by another Interconnection 
Party that are necessary to (i) verify the costs incurred by the other Interconnection Party for 
which the requesting Interconnection Party is responsible under this Appendix 2 and (ii) carry 
out obligations and responsibilities under this Appendix 2, provided that the Interconnection 
Parties shall not use such information for purposes other than those set forth in this Section 19.1 
and to enforce their rights under this Appendix 2. 
 
19.2 Reporting of Non-Force Majeure Events:   
 
Each Interconnection Party shall notify the other Interconnection Parties when it becomes aware 
of its inability to comply with the provisions of this Appendix 2 for a reason other than Force 
Majeure.  The parties agree to cooperate with each other and provide necessary information 
regarding such inability to comply, including, but not limited to, the date, duration, reason for the 
inability to comply, and corrective actions taken or planned to be taken with respect to such 
inability to comply.  Notwithstanding the foregoing, notification, cooperation or information 
provided under this Section shall not entitle the receiving Interconnection Party to allege a cause 
of action for anticipatory breach of the Interconnection Service Agreement. 
 
19.3 Audit Rights:   
 
Subject to the requirements of confidentiality under Section 17 of this Appendix 2, each 
Interconnection Party shall have the right, during normal business hours, and upon prior 
reasonable notice to the pertinent other Interconnection Party, to audit at its own expense the 
other Interconnection Party’s accounts and records pertaining to such Interconnection Party’s 
performance and/or satisfaction of obligations arising under this Appendix 2.  Any audit 
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authorized by this Section shall be performed at the offices where such accounts and records are 
maintained and shall be limited to those portions of such accounts and records that relate to 
obligations under this Appendix 2.  Any request for audit shall be presented to the 
Interconnection Party to be audited not later than twenty-four months after the event as to which 
the audit is sought.  Each Interconnection Party shall preserve all records held by it for the 
duration of the audit period. 
 
20 Disputes 
 
20.1 Submission:   
 
Any claim or dispute that any Interconnection Party may have against another arising out of the 
Interconnection Service Agreement may be submitted for resolution in accordance with the 
dispute resolution provisions of the Tariff. 
 
20.2 Rights Under The Federal Power Act:   
 
Nothing in this Section shall restrict the rights of any Interconnection Party to file a complaint 
with FERC under relevant provisions of the Federal Power Act. 
 
20.3 Equitable Remedies:   
 
Nothing in this Section shall prevent any Interconnection Party from pursuing or seeking any 
equitable remedy available to it under Applicable Laws and Regulations. 
 
21 Notices 
 
21.1 General:   
 
Any notice, demand or request required or permitted to be given by any Interconnection Party to 
another and any instrument required or permitted to be tendered or delivered by any 
Interconnection Party in writing to another may be so given, tendered or delivered, by recognized 
national courier, or by depositing the same with the United States Postal Service with postage 
prepaid, for delivery by certified or registered mail, addressed to the Interconnection Party, or 
personally delivered to the Interconnection Party, at the address specified in the Interconnection 
Service Agreement.  Such notices, if agreed to by the Interconnection Parties, may be made via 
electronic means, with e-mail confirmation of delivery.   
 
21.2 Emergency Notices:   
 
Moreover, notwithstanding the foregoing, any notice hereunder concerning an Emergency 
Condition or other occurrence requiring prompt attention, or as necessary during day-to-day 
operations, may be made by telephone or in person, provided that such notice is confirmed in 
writing promptly thereafter.  Notice in an Emergency Condition, or as necessary during day-to-
day operations, shall be provided (i) if by the Interconnected Transmission Owner, to the shift 
supervisor at, as applicable, a Generation Interconnection Customer’s Customer Facility or a 
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Transmission Interconnection Customer’s control center; and (ii) if by the Interconnection 
Customer, to the shift supervisor at the Interconnected Transmission Owner’s transmission 
control center. 
 
21.3 Operational Contacts:   
 
Each Interconnection Party shall designate, and provide to each other Interconnection Party 
contact information concerning, a representative to be responsible for addressing and resolving 
operational issues as they arise during the term of the Interconnection Service Agreement. 
 
22 Miscellaneous 
 
22.1 Regulatory Filing:   
 
In the event that this Interconnection Service Agreement contains any terms that deviate 
materially from the form included in Attachment O of the Tariff, Transmission Provider shall file 
the Interconnection Service Agreement on behalf of itself and the Interconnected Transmission 
Owner with FERC as a service schedule under the Tariff within thirty days after execution.  
Interconnection Customer may request that any information so provided be subject to the 
confidentiality provisions of Section 17 of this Appendix 2.  An Interconnection Customer shall 
have the right, with respect to any Interconnection Service Agreement tendered to it, to request 
(a) dispute resolution under Section 12 of the Tariff or, if concerning the Regional Transmission 
Expansion Plan, consistent with Schedule 5 of the Operating Agreement, or (b) that 
Transmission Provider file the agreement unexecuted with the Commission.  With the filing of 
any unexecuted Interconnection Service Agreement, Transmission Provider may, in its 
discretion, propose to FERC a resolution of any or all of the issues in dispute between or among 
the Interconnection Parties. 
 
22.2 Waiver:   
 
Any waiver at any time by an Interconnection Party of its rights with respect to a Breach or 
Default under this Interconnection Service Agreement or with respect to any other matters 
arising in connection with this Appendix 2, shall not be deemed a waiver or continuing waiver 
with respect to any subsequent Breach or Default or other matter. 
 
22.3 Amendments and Rights Under the Federal Power Act:   
 
This Interconnection Service Agreement may be amended or supplemented only by a written 
instrument duly executed by all Interconnection Parties.  An amendment to the Interconnection 
Service Agreement shall become effective and a part of this Interconnection Service Agreement 
upon satisfaction of all Applicable Laws and Regulations.  Notwithstanding the foregoing, 
nothing contained in this Interconnection Service Agreement shall be construed as affecting in 
any way any of the rights of any Interconnection Party with respect to changes in applicable rates 
or charges under Section 205 of the Federal Power Act and/or FERC’s rules and regulations 
thereunder, or any of the rights of any Interconnection Party under Section 206 of the Federal 
Power Act and/or FERC's rules and regulations thereunder. The terms and conditions of this 
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Interconnection Service Agreement and every appendix referred to therein shall be amended, as 
mutually agreed by the Interconnection Parties, to comply with changes or alterations made 
necessary by a valid applicable order of any Governmental Authority having jurisdiction hereof. 
 
22.4 Binding Effect:   
 
This Interconnection Service Agreement, including this Appendix 2, and the rights and 
obligations thereunder shall be binding upon, and shall inure to the benefit of, the successors and 
assigns of the Interconnection Parties. 
 
22.5 Regulatory Requirements:   
 
Each Interconnection Party’s performance of any obligation under this Interconnection Service 
Agreement for which such party requires approval or authorization of any Governmental 
Authority shall be subject to its receipt of such required approval or authorization in the form and 
substance satisfactory to the receiving Interconnection Party, or the Interconnection Party 
making any required filings with, or providing notice to, such Governmental Authorities, and the 
expiration of any time period associated therewith.  Each Interconnection Party shall in good 
faith seek, and shall use Reasonable Efforts to obtain, such required authorizations or approvals 
as soon as reasonably practicable.   
 
23 Representations And Warranties 
 
23.1 General:   
 
Each Interconnected Entity hereby represents, warrants and covenants as follows with these 
representations, warranties, and covenants effective as to the Interconnected Entity during the 
time the Interconnection Service Agreement is effective: 
 
23.1.1 Good Standing:   
 
Such Interconnected Entity is duly organized or formed, as applicable, validly existing and in 
good standing under the laws of its State of organization or formation, and is in good standing 
under the laws of the respective State(s) in which it is incorporated and operates as stated in the 
Interconnection Service Agreement. 
 
23.1.2 Authority:   
 
Such Interconnected Entity has the right, power and authority to enter into the Interconnection 
Service Agreement, to become a party hereto and to perform its obligations hereunder.  The 
Interconnection Service Agreement is a legal, valid and binding obligation of such 
Interconnected Entity, enforceable against such Interconnected Entity in accordance with its 
terms, except as the enforceability thereof may be limited by applicable bankruptcy, insolvency, 
reorganization or other similar laws affecting creditors’ rights generally and by general equitable 
principles (regardless of whether enforceability is sought in a proceeding in equity or at law). 
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23.1.3 No Conflict:   
 
The execution, delivery and performance of the Interconnection Service Agreement does not 
violate or conflict with the organizational or formation documents, or bylaws or operating 
agreement, of the Interconnected Entity, or with any judgment, license, permit, order, material 
agreement or instrument applicable to or binding upon the Interconnected Entity or any of its 
assets. 
 
23.1.4 Consent and Approval:   
 
Such Interconnected Entity has sought or obtained, or, in accordance with the Interconnection 
Service Agreement will seek or obtain, each consent, approval, authorization, order, or 
acceptance by any Governmental Authority in connection with the execution, delivery and 
performance of the Interconnection Service Agreement and it will provide to any Governmental 
Authority notice of any actions under this Appendix 2 that are required by Applicable Laws and 
Regulations. 
 
24 Tax Liability 
 
24.1 Safe Harbor Provisions:   
 
This Section 24.1 is applicable only to Generation Interconnection Customers.  Provided that 
Interconnection Customer agrees to conform to all requirements of the Internal Revenue Service 
(“IRS”) (e.g., the “safe harbor” provisions of IRS Notices 2001-82 and 88-129) that would 
confer nontaxable status on some or all of the transfer of property, including money, by 
Interconnection Customer to the Interconnected Transmission Owner for payment of the Costs of 
construction of the Transmission Owner Interconnection Facilities, the Interconnected 
Transmission Owner, based on such agreement and on current law, shall treat such transfer of 
property to it as nontaxable income and, except as provided in Section 24.4.2 below, shall not 
include income taxes in the Costs of Transmission Owner Interconnection Facilities that are 
payable by Interconnection Customer under the Interconnection Service Agreement or the 
Interconnection Construction Service Agreement.  Interconnection Customer shall document its 
agreement to conform to IRS requirements for such non-taxable status in the Interconnection 
Service Agreement, the Interconnection Construction Service Agreement, and/or the Interim 
Interconnection Service Agreement.   
 
24.2 Tax Indemnity:   
 
Interconnection Customer shall indemnify the Interconnected Transmission Owner for any costs 
that Interconnected Transmission Owner incurs in the event that the IRS and/or a state 
department of revenue (State) determines that the property, including money, transferred by 
Interconnection Customer to the Interconnected Transmission Owner with respect to the 
construction of the Transmission Owner Interconnection Facilities and/or any Merchant Network 
Upgrades is taxable income to the Interconnected Transmission Owner.  Interconnection 
Customer shall pay to the Interconnected Transmission Owner, on demand, the amount of any 
income taxes that the IRS or a State assesses to the Interconnected Transmission Owner in 

Document Accession #: 20140130-5342      Filed Date: 01/30/2014

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 779 of 829



 

 

connection with such transfer of property and/or money, plus any applicable interest and/or 
penalty charged to the Interconnected Transmission Owner.  In the event that the Interconnected 
Transmission Owner chooses to contest such assessment, either at the request of Interconnection 
Customer or on its own behalf, and prevails in reducing or eliminating the tax, interest and/or 
penalty assessed against it, the Interconnected Transmission Owner shall refund to 
Interconnection Customer the excess of its demand payment made to the Interconnected 
Transmission Owner over the amount of the tax, interest and penalty for which the 
Interconnected Transmission Owner is finally determined to be liable. Interconnection 
Customer’s tax indemnification obligation under this section shall survive any termination of the 
Interconnection Service Agreement or Interconnection Construction Service Agreement. 
 
24.3 Taxes Other Than Income Taxes:  
 
Upon the timely request by Interconnection Customer, and at Interconnection Customer’s sole 
expense, the Interconnected Transmission Owner shall appeal, protest, seek abatement of, or 
otherwise contest any tax (other than federal or state income tax) asserted or assessed against the 
Interconnected Transmission Owner for which Interconnection Customer may be required to 
reimburse Transmission Provider under the terms of this Appendix 2 or Part VI of the Tariff. 
Interconnection Customer shall pay to the Interconnected Transmission Owner on a periodic 
basis, as invoiced by the Interconnected Transmission Owner, the Interconnected Transmission 
Owner’s documented reasonable costs of prosecuting such appeal, protest, abatement, or other 
contest.  Interconnection Customer and the Interconnected Transmission Owner shall cooperate 
in good faith with respect to any such contest.  Unless the payment of such taxes is a prerequisite 
to an appeal or abatement or cannot be deferred, no amount shall be payable by Interconnection 
Customer to the Interconnected Transmission Owner for such contested taxes until they are 
assessed by a final, non-appealable order by any court or agency of competent jurisdiction.  In 
the event that a tax payment is withheld and ultimately due and payable after appeal, 
Interconnection Customer will be responsible for all taxes, interest and penalties, other than 
penalties attributable to any delay caused by the Interconnected Transmission Owner. 
 
24.4 Income Tax Gross-Up 
 
24.4.1  Additional Security:   
 
In the event that Interconnection Customer does not provide the safe harbor documentation 
required under Section 24.1 prior to execution of the Interconnection Service Agreement, within 
15 days after such execution, Transmission Provider shall notify Interconnection Customer in 
writing of the amount of additional Security that Interconnection Customer must provide.  The 
amount of Security that a Transmission Interconnection Customer must provide initially pursuant 
to this Interconnection Service Agreement shall include any amounts described as additional 
Security under this Section 24.4 regarding income tax gross-up. 
 
24.4.2  Amount:   
 
The required additional Security shall be in an amount equal to the amount necessary to gross up 
fully for currently applicable federal and state income taxes the estimated Costs of Local 
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Upgrades and Network Upgrades for which Interconnection Customer previously provided 
Security. Accordingly, the additional Security shall equal the amount necessary to increase the 
total Security provided to the amount that would be sufficient to permit the Interconnected 
Transmission Owner to receive and retain, after the payment of all applicable income taxes 
(“Current Taxes”) and taking into account the present value of future tax deductions for 
depreciation that would be available as a result of the anticipated payments or property transfers 
(the "Present Value Depreciation Amount"),  an amount equal to the estimated Costs of Local 
Upgrades and Network Upgrades for which Interconnection Customer is responsible under the 
Interconnection Service Agreement. For this purpose, Current Taxes shall be computed based on 
the composite federal and state income tax rates applicable to the Interconnected Transmission 
Owner at the time the additional Security is received, determined using the highest marginal 
rates in effect at that time (the "Current Tax Rate"), and (ii) the Present Value Depreciation 
Amount shall be computed by discounting the Interconnected Transmission Owner’s anticipated 
tax depreciation deductions associated with such payments or property transfers by its current 
weighted average cost of capital. 
 
24.4.3  Time for Payment:   
 
Interconnection Customer must provide the additional Security, in a form and with terms as 
required by Sections 212.4 of the Tariff, within 15 days after its receipt of Transmission 
Provider’s notice under this section. The requirement for additional Security under this section 
shall be treated as a milestone included in the Interconnection Service Agreement pursuant to 
Section 217.5 of the Tariff. 
 
24.5  Tax Status:   
 
Each Party shall cooperate with the other to maintain the other Party’s tax status.  Nothing in this 
Interconnection Service Agreement or Part VI of the Tariff is intended to adversely affect any 
Interconnected Transmission Owner’s tax exempt status with respect to the issuance of bonds 
including, but not limited to, local furnishing bonds. 

Document Accession #: 20140130-5342      Filed Date: 01/30/2014

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 781 of 829



 

 

 
SCHEDULE A 

 
CUSTOMER FACILITY LOCATION/SITE PLAN 

 
 

Not required for an existing facility.
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SCHEDULE B 

 
SINGLE-LINE DIAGRAM 

 

 
 

Mitchell Unit No. 1:  Interconnection Customer will own the high voltage lead line connecting 
Unit No. 1 to the Interconnected Transmission Owner 765 kV switchyard with the 
Interconnection Customer owning the conductor up to the switch structure located in the 
Interconnected Transmission Owner 765 kV switchyard. 
Mitchell Unit No. 2:  Interconnection Customer will own the high voltage lead line connecting 
Unit No. 2 to the Interconnected Transmission Owner 345 kV switchyard with the 
Interconnection Customer owning the conductor up to the dead end structure located in the 
Interconnected Transmission Owner 345 kV switchyard. 
Multi Unit Auxiliary Load:   Interconnection Customer will own the 34.5 kV bus and other 
facilities up to and including the 34.5 kV switch and other 34.5 kV facilities connecting its coal 
handling and precip facilities to the tertiary of the Interconnected Transmission Owner's 765-345 
kV transformer #400 with Interconnected Transmission Owner owning transformer #400 and the 
other high voltage facilities. 
Multi Unit Auxiliary Load:   Interconnection Customer will own the 34.5 kV bus and other 
facilities up to and including its 138-34.5 kV transformer #5 connecting its plant precip and aux 
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power facilities to Interconnected Transmission Owner's 138 kV conductor with Interconnected 
Transmission Owner owning the conductor up to the 138 kV bus. 
Multi Unit Auxiliary Load:   Interconnection Customer will own the 138 kV conductor 
connecting its FGD #1 and FGD #2 circuits and associated equipment to the Interconnected 
Transmission Owner 138 kV switchyard with Interconnected Transmission Owner owning the 
dead end structure. 
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SCHEDULE C 

 
LIST OF METERING EQUIPMENT 

 
The existing metering equipment for the existing Customer Facility is owned by the 
Interconnection Customer and is sufficient.  No new metering equipment is required.
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SCHEDULE D 

 
APPLICABLE TECHNICAL REQUIREMENTS AND STANDARDS 

 
Applicable Technical Requirements and Standards are set forth in AEP’s document entitled 
“Requirements for Connection of New Facilities or Changes to Existing Facilities Connected to 
the AEP Transmission System.” that is posted on the PJM website at 
http://www.pjm.com/planning/design-engineering/to-tech-standards/private-aep.aspx.  These 
requirements and standards are not intended to require changes to existing facilities solely as a 
result of executing this new ISA.  
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SCHEDULE E 
 

SCHEDULE OF CHARGES 
 

None 
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SCHEDULE F 
 

SCHEDULE OF NON-STANDARD TERMS & CONDITIONS 
 

None 
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SCHEDULE G 
 

INTERCONNECTION CUSTOMER’S AGREEMENT TO CONFORM WITH IRS SAFE 
HARBOR PROVISIONS FOR NON-TAXABLE STATUS 

 
Not Required. 
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SCHEDULE H 
 

INTERCONNECTION REQUIREMENTS FOR A 
 

WIND GENERATION FACILITY 
 

Not Required 
 

Document Accession #: 20140130-5342      Filed Date: 01/30/2014

Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 790 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 791 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 792 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 793 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 794 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 795 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 796 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 797 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 798 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 799 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 800 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 801 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 802 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 803 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 804 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 805 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 806 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 807 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 808 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 809 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 810 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 811 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 812 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 813 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 814 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 815 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 816 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 817 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 818 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 819 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 820 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 821 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 822 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 823 of 829



Case No. 2021-00481 
KIUC's Second Set of Data Requests 

Dated February 4, 2022 
Item No. 1 

Attachment 2 
Page 824 of 829



 

ACTIVE 208467312 

EXECUTION COPY 
 

AMENDMENT NO. 3 
TO 

THIRD AMENDED AND RESTATED PURCHASE AGREEMENT 
 

Dated as of June 24, 2015 
 

THIS AMENDMENT NO. 3 (this “Amendment”) is entered into as of June 24, 2015 
by and among AEP CREDIT, INC., a Delaware corporation (“Credit”) and KENTUCKY POWER 
COMPANY, a Kentucky corporation (“Seller”). 
 
 PRELIMINARY STATEMENT 
 

A. The parties hereto are parties to that certain Third Amended and Restated 
Purchase Agreement dated as of August 25, 2004 (as amended prior to the date hereof and as further 
amended, restated, supplemented or otherwise modified from time to time, the “Purchase 
Agreement”).  Capitalized terms used herein and not otherwise defined shall have the meanings 
ascribed to them in the Purchase Agreement. 

 
B. The parties hereto have agreed to amend the Purchase Agreement subject to 

the terms and conditions hereinafter set forth and the Majority Purchasers have consented to this 
Amendment. 

 
NOW, THEREFORE, in consideration of the premises set forth above, and other 

good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the 
parties hereto hereby agree as follows: 

 
SECTION 1.  Amendments to the Purchase Agreement.  Effective as of the date 

hereof, subject to the satisfaction of the conditions precedent set forth in Section 2 below, the 
Purchase Agreement is hereby amended as follows: 

 
(a) The third paragraph of Section 2.2 of the Purchase Agreement is hereby 

amended and restated in its entirety as follows (with text marked in bold underline indicating 
additions thereto and with text marked in bold strikethrough indicating deletions thereto): 

 
“Although the Purchase Price for each Receivable sold hereunder shall be due and 

payable in full by Credit to Seller on the date such Receivable is purchased, a precise 
reconciliation of the Purchase Price between Credit and Seller shall be effected no less 
frequently than weekly monthly on each Business Day selected by Credit (each such date, a 
“Reconciliation Date”) with respect to all Receivables sold since the last Reconciliation 
Date. On each Reconciliation Date, Seller shall determine the net amount due to or from 
Credit with respect to all Receivables sold since the last Reconciliation Date and either 
Credit or Seller, as applicable, shall wire transfer such amount in immediately available 
funds to the account specified by Seller, in the case of amounts owed to Seller, or to the 
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Concentration Account, in the case of amounts owed to Credit, in the manner contemplated 
by Section 2.7 thereof.” 

 
(b) Exhibit I-A (Depositary Accounts) to the Purchase Agreement is hereby 

deleted and replaced in its entirety by Exhibit I-A (Depositary Accounts) attached hereto.  
 

SECTION 2.  Conditions Precedent.  This Amendment shall become effective and be 
deemed effective as of the date first above written upon the Administrative Agent’s having received 
counterparts of this Amendment duly executed by the parties hereby.  

 
SECTION 3.  Covenants, Representations and Warranties of Credit and the Seller. 
 
(a) Upon the effectiveness of this Amendment, each of Credit and the Seller 

hereby reaffirms all covenants, representations and warranties made by it, to the extent the same are 
not amended hereby, in the Purchase Agreement and agrees that all such covenants, representations 
and warranties shall be deemed to have been re-made as of the effective date of this Amendment. 

(b) Each of Credit and the Seller hereby represents and warrants (i) that this 
Amendment constitutes the legal, valid and binding obligation of such Person enforceable against 
such Person in accordance with its terms, except as enforceability may be limited by bankruptcy, 
insolvency, reorganization, moratorium or similar laws affecting the enforcement of creditors’ rights 
generally and general principles of equity which may limit the availability of equitable remedies and 
(ii) upon the effectiveness of this Amendment, no event shall have occurred and be continuing which 
constitutes a Seller Amortization Event with respect to Seller or an event that with the passage of 
time or the giving of notice, or both, would constitute an Seller Amortization Event with respect to 
Seller. 

SECTION 4.  Reference to and Effect on the Purchase Agreement. 
 
(a) Upon the effectiveness of this Amendment, each reference in the Purchase 

Agreement to “this Agreement,” “hereunder,” “hereof,” “herein,” “hereby” or words of like import 
shall mean and be a reference to the Purchase Agreement as amended hereby, and each reference to 
the Purchase Agreement in any other document, instrument or agreement executed and/or delivered 
in connection with the Purchase Agreement shall mean and be a reference to the Purchase Agreement 
as amended hereby. 

(b) Except as specifically amended hereby, the Purchase Agreement and other 
documents, instruments and agreements executed and/or delivered in connection therewith shall 
remain in full force and effect and are hereby ratified and confirmed. 

(c) The execution, delivery and effectiveness of this Amendment shall not operate 
as a waiver of any right, power or remedy under the Purchase Agreement or any of the other 
Transaction Documents, nor constitute a waiver of any provision contained therein, except as 
specifically set forth herein. 
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SECTION 5.  GOVERNING LAW.  THIS AMENDMENT SHALL BE GOVERNED 
BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW 
YORK. 
 

SECTION 6.  Execution in Counterparts.  This Amendment may be executed in any 
number of counterparts and by different parties hereto in separate counterparts, each of which when 
so executed and delivered shall be deemed to be an original and all of which taken together shall 
constitute but one and the same instrument. 
 

SECTION 7.  Headings.  Section headings in this Amendment are included herein for 
convenience or reference only and shall not constitute a part of this Amendment for any other 
purpose. 
 

* * * * * 
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EXHIBIT I-A 

DEPOSITARY ACCOUNTS 

Company Bank Account Number ABA 
Kentucky Power Company JPMorgan Chase Bank, N.A. 633550983 044 000 037 
Kentucky Power Company Huntington Bank 01891693489 044 000 024 
AEP Utilities, Inc. Huntington Bank 01891740044 044 000 024 
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American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_2 Refer to the response to KIUC 1-7 wherein the Applicants assert that they 

“have not performed any analysis responsive to the request” and state that 

“[a] the Joint Applicants do not intend to seek recovery of the transaction 

costs from Kentucky customers, the cost of the acquisition will have no 

customer impact. 

a. Confirm that Brian West, who responded to this request, is an 

employee of Kentucky Power Company, not Liberty.  Confirm 

further that Mr. West does not speak for Liberty and cannot make 

any commitments on behalf of Liberty at this time. 

b. Confirm that Liberty will incur transition and/or integration costs, 

such as standing up one or more new control centers for 

distribution and transmission dispatch and operation, acquiring and 

implementing IT systems, officers and directors tail insurance, 

among others. 

c. Confirm that Liberty agrees that it will not seek recovery of such 

transition and/or integration costs.  If denied, then confirm that the 

acquisition will have a customer rate impact and provide an 

analysis of the customer rate impact.  Provide all assumptions, 

data, source documents and materials, and all calculations in live 

Excel format with all formulas intact. 

 

RESPONSE 

 

a. Brian K. West is an employee of Kentucky Power Company. Mr. West does not speak 

for Liberty and cannot make any commitments on behalf of Liberty at this time. Mr. 

West was identified as a witness on the referenced response to support the factual 

statement that Kentucky Power has not performed any analysis responsive to the initial 

request. While the requested statement is confirmed, the original response to the DR in 

question transmitted to the Commission had three witnesses listed, including Messrs. 

West, Haynes, and Eichler. Mr. Eichler was annotated as Liberty’s witness.  

  

b.  Confirmed in general without confirming specific examples noted. 

  

c.  Not confirmed. Please refer to the transition cost taxonomy Liberty established in the 

response to AG-DR-1-55 for the purposes of this proceeding. Liberty expects that the 

cost of these investments will be absorbed in the existing rate funding associated with the 

AEP assets that will be removed from the rate base, and in any case be equal in total cost 



 

 

to the otherwise planned IT capital expenditures over the next three year period.  For an 

initial estimate, please see the response to AG 2-12(b). 

 

 

Witness: Brian K. West 

 

Witness: Peter Eichler  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_3 Refer to the response to KIUC 1-8 wherein the Applicants state that they 

did not perform a comparative rate analysis.  

a. Indicate whether Liberty performed a rate forecast using a 

financial model or other methodology.  If so, then describe the rate 

forecast and the basis for the forecast and provide a copy of all 

such analyses in live Excel format with all formulas intact, along 

with all assumptions, data and source documents and all other 

materials relied on for this purpose. 

b. Confirm that to the extent Liberty incurs transition and/or 

integration costs in 2023, then these costs will reduce the 

Company’s per book return on equity and reduce the fixed costs 

savings from the termination of the Rockport UPA that otherwise 

will flow through the PPA rider and inure to the Company’s 

customers in 2023. 

c. Indicate if Liberty is willing to forego the recovery of the 

transition and/or integration costs through the PPA rider rates in 

2023.  If not, provide all reasons why not.  

d. Refer to the Commission’s Order in Case 2020-00174 wherein it 

states: 

Therefore, the Commission finds that Kentucky Power’s request to 

amortize the Rockport regulatory asset over five years beginning in 

2022 for recovery through Tariff PPA is premature at this time, and 

the Commission will defer the determination of the appropriate 

amortization period and recovery mechanism to a subsequent matter 

the Commission will initiate on its own motion. As part of this 

subsequent matter, the Commission will also review and clarify 

items related to provisions of the final Order in Case No. 2017-

00179 regarding Kentucky Power’s ability to use the savings from 

the expiration of the Rockport UPA to earn its Commission-

approved ROE in calendar year 2023. 

i. Confirm that Liberty is aware of the Commission’s plan to 

“review and clarify items related to . . . Kentucky Power’s 

ability to use the savings from the expiration of the 

Rockport UPA to earn its Commission-approved ROE in 

calendar year 2023.” 

ii. Confirm that Liberty is aware that if it does not agree to 

forego the recovery of the transition and/or integration 



 

 

costs, that this may be an area the Commission may 

“review and clarify” in a subsequent matter if it does not do 

so in this proceeding. 

 

RESPONSE 

 

a. Liberty has not performed a rate forecast; however, an indicative rate analysis is 

available in Attachment Staff 1-68, page 54.   

 

b. Partially not confirmed. Please refer to Liberty’s Response to AG-1-55 for a 

discussion of transaction and transition cost components for which Liberty will 

not seek recovery.  

 

c. Liberty will not be recovering any One-Time Transition Costs from customers, 

while the Long-Lived Transition costs are capital in nature and will not affect the 

2023 earned ROE calculation given their nature and anticipated in-service timing.   

   

d.  

(i) Confirmed 

(ii) Confirmed    

 

 

 

Witness:  Peter Eichler  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_4 Refer to the Company’s response to KIUC 1-16.  

a. Confirm that Liberty is aware that the Company historically has 

incurred tax losses and that AEP has compensated the Company 

for the tax effect of the tax losses through the AEP Tax Agreement 

for the asset NOL ADIT that otherwise would be recorded on the 

Company’s accounting books. 

b. Confirm that the Company will not be compensated in the same 

manner or in any manner by Liberty for the tax effects of the 

Company’s tax net operating losses that are carried forward.   

c. Confirm that if the Liberty acquisition closes, the Company will 

record asset NOL ADIT amounts if it incurs tax net operating 

losses that are carried forward.  If this is correct, then confirm that 

this will result in an increase in the Company’s future revenue 

requirements if the NOL ADIT is included in rate base.  If denied, 

then explain why this is not correct. 

d. Indicate whether Liberty is willing to hold harmless the 

Company’s customers from the increase in the revenue 

requirement if there is an NOL ADIT.  If not, explain why it is not 

willing to do so. 

 

RESPONSE 

 

a. Liberty is aware that Kentucky Power was part of AEP’s Tax Agreement.  

 

b. Liberty cannot confirm that Kentucky Power will not be compensated in the same 

manner or in any manner by Liberty for the tax effect of Kentucky Power’s tax net 

operating losses that are carried forward.   

 

c. Liberty intends to record Kentucky Power’s tax results on a stand-alone basis. 

Kentucky Power will record asset NOL ADIT amounts if it incurs tax net operating 

losses that are carried forward.  On a stand-alone basis Kentucky Power would record 

NOL and include it in rate base as required by the Internal Revenue Code of 1986, as 

amended (“IRS rules”). This increase is offset by a decrease in working capital in rate 

base and should result in no overall change.  

 

d. Liberty follows all relevant IRS rules including normalization requirements. If a utility 

is in a NOL position it was usually caused by accelerated depreciation. Therefore, the 



 

 

NOL ADIT is offset by the Deferred Tax Liability created by the accelerated depreciation 

and both are required to be included in rate base.    

 

 

Witness:  Michael McCuen  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_5 Refer to the Company’s response to KIUC 1-18. 

a. Confirm that the Company’s sale of its receivables to AEP Credit, 

Inc. was the equivalent of financing with low-cost short-term debt 

on a recurring basis and that this provided savings to customers. 

b. Confirm that the Company is in the process of terminating this 

agreement. 

c. Confirm that Liberty does not plan to sell the Company’s 

receivables if it acquires the Company. 

d. Indicate whether Liberty is willing to hold harmless the 

Company’s customers from the increase in the revenue 

requirement from the termination of this agreement or the failure 

to enter into a substantially similar agreement with another entity.  

If not, then provide all reasons why not. If so, describe how it 

would structure such a hold harmless, e.g., using short term debt to 

finance the receivables, and describe how it would ensure that the 

use of this form of financing would not impinge on or reduce short 

term debt that otherwise would be used on a recurring basis for 

other purposes. 

 

RESPONSE 

 

a.  Confirmed.  

  

b.  Confirmed. 

 

c. Confirmed  

 

d. Liberty believes that its short-term borrowing rate is currently lower than that currently 

charged for factoring receivables. A hold harmless is not practical, as in the future 

Kentucky Power will not be able to compare what rates would have been under a 

factoring arrangement; that said, see response to AG 2-21 wherein Liberty agrees to 

continue to evaluate whether factoring would have benefits to customers in the future 

should short term borrowing rates materially increase. 

 

Witness: Stephan T. Haynes 

 

Witness: Michael Mosindy 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_6 Refer to the responses to KIUC 1-22 and 1-23, which sought copies of the 

Bridge Power Coordination Agreement (“Bridge PCA”) and the New 

Power Sale Agreement, respectively, and related information.  The Joint 

Applicants responded that they “have not yet executed” the Agreements. 

a.    Provide the most recent drafts of these Agreements. 

b.    Explain how the Commission can find the Liberty acquisition 

of the Company in the public interest if it does not have these two 

agreements, cannot review the terms and conditions, or make any 

assessment of the costs or benefits of these agreements. 

 

RESPONSE 

 

a.  The Joint Applicants object to this request on the basis that the information sought is 

protected from disclosure by the attorney-client privilege, the work-product doctrine, and 

the Joint Applicants' Common Interest Agreement. Notwithstanding the objection, the 

Joint Applicants state there are no non-privileged documents responsive to this request.  

 

b.  Both the Bridge PCA and the New Power Sale Agreement are FERC-jurisdictional 

agreements that will be submitted to FERC for review and approval, as indicated in Joint 

Applicants' responses to KIUC 1-22 and 1-23.  The KPSC will have the opportunity, if it 

chooses, to participate in the FERC proceedings seeking approval of both agreements, 

and it will have the ability to review the reasonableness of costs assessed to Kentucky 

Power under the agreements through its annual review of Kentucky Power's Purchase 

Power Adjustment clause update filings.   

 

The material terms of the Bridge PCA and the new power sale agreement are set forth in 

Section 4.8(b) (Intercompany Arrangements – Power Coordination) of Seller’s 

Disclosure Letter to the Stock Purchase Agreement.  As described therein, those terms 

essentially preserve the current structure of the existing PCA and extend those terms to 

the period that Kentucky Power is transitioning away from joint ownership by AEP and 

to Liberty on a stand-alone basis.  The core of those obligations is the continuation of the 

FRR Plan that supports Kentucky Power’s PJM capacity obligations during an interim 

period based on commitments made by Kentucky Power prior to the closing.  The New 

Power Sales Agreement supports those commitments to the extent that Kentucky Power 

would otherwise lack capacity to satisfy its obligations, and, as noted in the Disclosure 

Letter and in Company’s prior response to KIUC 1-23, the price for that capacity is the 



 

 

benchmark BRA clearing price, not the embedded capacity cost of the other AEP 

Operating Companies. 

 

 

Witness:  Amanda Conner 

 

Respondent: Counsel  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_7 Refer to the response to KIUC 1-35.  Provide a description of the AEP 

Kentucky Transmission Company’s costs that are charged to the Company 

and how the Company recovers these expenses from its customers. 

 

RESPONSE 

 

AEP Kentucky Transmission Company (“Kentucky Transco”) does not directly charge 

Kentucky Power (“Kentucky Power”); rather, Kentucky Power pays for transmission 

service under the PJM OATT, which is composed of PJM transmission owner revenue 

requirements, including Kentucky Transco as a PJM transmission owner.  Kentucky 

Power then recovers its transmission service PJM OATT costs from retail customers 

through base rates and Tariff P.P.A. (Purchase Power Adjustment).  

 

 

Witness: Brian K. West 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_8 Refer to the response to KIUC 1-40.  Provide the Company’s operating 

and capital budgets and financial model forecasts for 2022 through 2031 

at the FERC account level or most detailed level available. 

 

RESPONSE 

 

Please see confidential attachment “JA_R_KIUC_2_8_Confidential Attachment.xlsx” 

reflecting a working 2022-2030 schedule of expenses revenues and capital expenditures 

prepared by AEP at the time of the transaction due diligence, that Liberty will use as a 

budgetary starting point until its own budgets and forecasts are developed.   The attached 

projections are subject to change and are “at a point in time” projections. Any future 

plans will be subject to the requisite approvals required. 

 

 

Witness:  Peter Eichler 

 

Witness:  Brian K. West 

 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_9 Refer to the response to KIUC 1-42 and Liberty’s plan to increase the 

common equity level to 45% and “remain at that level.”  Define the period 

of time that Liberty plans to leave the equity level at 45%.  Indicate 

whether the Company is agreeable to a commitment to that effect.  If not, 

explain why it is not. 

 

RESPONSE 

 

Liberty has not assumed a change to that level, so while a specific time frame for leaving 

equity at the 45% has not been determined, neither has Liberty contemplated any change 

to that in the future. In terms of commitments, Liberty is willing to agree to reasonable 

regulatory commitments, including those identified in response to Staff 1-02. However, 

the reasonableness of any commitment is highly fact specific and may be impacted by 

other factors, including obligations and the testimony of the parties in this case. 

Accordingly, additional commitments are best considered in totality, such as in 

discussions of a global settlement or through a final order of the Commission. Liberty 

believes that it would be premature to make commitments in addition to those set forth in 

Staff 1-02 at this time. 

 

 

Witness:  Peter Eichler  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_10 Refer to the response to KIUC 1-48(b).  Neither the Company nor Liberty 

provided the information requested.  Provide the requested information. 

 

RESPONSE 

 

Please see the attachment to the response to KIUC 2-08. 

 

 

Witness:  Peter Eichler  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_11 Refer to the response to KIUC 1-50(b).  Explain why the Company will 

not agree to hold harmless customers from the incremental transition 

and/or integration costs that it would not incur but for the proposed and/or 

actual acquisition. Such costs include, but are not limited to, IT integration 

costs, warranties and representations insurance, directors and officers tail 

insurance, removal of AEP signage and replacement with Liberty signage, 

accounting and other internal and external costs to transition from AEPSC 

services to standalone services, among others. 

 

RESPONSE 

 

Liberty believes that many of the costs incurred identified as Long Lived Transition 

Costs will have significant benefits to customers beyond the useful life that would have 

existed if not for the transaction. For example, it is Liberty’s understanding that the CIS 

currently utilized by Kentucky Power is at the end of its useful life and is no longer 

supported by the vendor. In the absence of the transaction, AEP was in the planning 

stages of replacing the system and would have incurred costs to replace such systems. In 

any event, the new systems that will be implemented by Liberty replace other systems 

that are being retained by AEP and whose book value will no longer be part of the rate 

base of the utility. In both these instances the Long Lived Transition Costs will either 

replace capital that is already in the rate base or will provide benefits to customers over 

the long run, irrespective of the transaction. 

 

 

Witness:  Peter Eichler  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_12 Refer to the response to KIUC 1-52, which refers to the response to KIUC 

1-65.  Neither response provides the information requested.  Provide the 

requested information. 

 

RESPONSE 

 

Liberty typically does not estimate what its acquisition premium will be at the time of 

closing, and therefore forecasted plant at closing are unknown (since timing is unknown, 

the precise number cannot be known). However, as an estimate, if Liberty were to have 

closed the acquisition at the end of 2020, the following would represent the premium on 

Liberty’s books: 

 

Year end 2021 Estimated Plant ($B) $2.307* 

Purchase Price ($B) $2.846 

Estimated Goodwill ($B) $0.539 

 

*Includes a combined Kentucky Power and Kentucky Transco Estimated 2021 Year-End 

Book Value. 

 

Witness:  Peter Eichler  

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_13 Refer to the response to KIUC 1-53.  Confirm that the Company will not 

record transaction costs on its accounting books and that such costs will 

be recorded on Liberty’s accounting books.  If confirmed, then explain 

why Liberty is willing to record the transaction costs on its accounting 

books and hold the Company’s customers harmless from such costs, but is 

not willing to hold the Company’s customers harmless from the 

incremental transition and/or integration costs that it would not incur but 

for the proposed and/or actual acquisition. 

 

RESPONSE 

 

Please see response to KIUC 2-11. 

 

 

Witness:  Peter Eichler  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_14 Refer to the responses to KIUC 1-55 and 1-56 wherein “counsel” asserted 

an objection on behalf of the “Joint Applicants” to providing information 

on AEP’s accounting for the gain on the sale of the Company and 

Kentucky Transco to Liberty and the tax consequences of the sale, 

respectively. 

a. Explain Liberty’s interest in objecting to this request for AEP 

specific information. 

b. Identify the “counsel” objecting to these responses and the party 

“counsel” represents in this proceeding. 

c. Identify all counsel representing the Applicants in this proceeding.  

For each firm, identify the specific client the firm represents and in 

what capacity and scope of representation. 

 

RESPONSE 

 

 a. The referenced data request(s) did not identify to which Joint Applicant(s) those 

requests were directed.  For that reason, because KIUC's entire first set of data requests 

was propounded jointly to Joint Applicants, and for administrative efficiency, Joint 

Applicants articulated the majority of objections propounded to KIUC's first set of data 

requests on behalf of "Joint Applicants". 

 

b.  As to AEP and Kentucky Power: Mark Overstreet and Katie Glass, counsel for AEP 

and Kentucky Power. 

 

As to Liberty:  James Gardner and Todd Osterloh, counsel for Liberty. 

 

c.  See response to subpart b.  Liberty has also moved for, and was granted, the 

admission pro hac vice of Sarah Knowlton and Kenneth Tillotson, in-house counsel for 

Liberty. 

  

 

 

Respondent: Counsel 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_15 Refer to the response to KIUC 1-58, which asked for a copy of the AEP 

Tax Allocation Agreement. 

a. Explain Liberty’s interest in objecting to this request for AEP 

specific information. 

b. Identify the “counsel” objecting to these responses and the party 

“counsel” represents in this proceeding. 

c. Explain why “counsel” believes that the loss of the 

reimbursement by AEP to the Company for the tax effect of net 

operating losses is “outside the scope of this proceeding” when it is 

an identifiable cost to the Company and a potential harm to 

customers.  Identify each attorney making this claim and assessment 

as “counsel.” 

d. Indicate if “counsel” is aware that the Company provided a copy 

of the AEP Tax Allocation Agreement in response to AG-KIUC 

discovery in Case 2021-00421 and that it is otherwise publicly 

available in various forums. 

 

RESPONSE 

 

a.  See the response to KIUC 2-14a. KIUC 1-58 was requesting information directly from 

AEP.  As such, Liberty does not have an interest in objecting to the requested information 

and did not consider the objection asserted by its counsel. 

 

b.  See the response to KIUC 2-14b.  

 

c.   The reimbursement and thus the tax allocation agreement is irrelevant because the 

reimbursement will be removed for the Company's NOLC rate-making position and 

therefore the customer's should not and have not received a benefit.  Therefore, it is not 

an identifiable cost to the Company as indicated in the question. Counsel relied on the 

explanations of tax personnel to determine that the information requested by KIUC is 

outside the scope of this proceeding. 

 

d.  Yes.  However, Joint Applicants note that the fact that a document is relevant in one 

regulatory proceeding, concerning affiliate agreements, does not make the document 

relevant in another case concerning a different set of issues. The AEP Tax Allocation 



 

 

Agreement, though it may be a publicly filed document, is not relevant to this 

proceeding. 

 

 

Witness: Allyson L. Keaton (as to subpart c) 

 

Respondent: Counsel (as to subparts a, b, and d) 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 
 

DATA REQUEST 

 

KIUC 2_16 Refer to the response to KIUC 1-59, which states that Liberty does not 

have a tax allocation agreement in place. 

a. Explain why Liberty does not have a tax allocation agreement. 

b. Explain how the Commission will be able to review and assess the 

tax treatment that will be afforded the Company if the acquisition 

closes and it is no longer a member of the AEP affiliate group or 

subject to the AEP Tax Allocation Agreement. 

c. Indicate if Liberty plans to draft and execute a tax allocation 

agreement.  If not, explain why not. 

d. Describe the Liberty tax allocation process, including the inputs 

and outputs, given that there is no writing to document it.  Provide 

an illustration of the tax allocation, including the inputs and 

outputs, and identify the sources of the inputs and the accounting 

for the outputs. 

e. Confirm that the Liberty tax allocation process does not include 

reimbursement of the tax effects of net operating losses of the 

Liberty subsidiaries, which will include the Company if the 

acquisition closes. 
 

RESPONSE 

 

a. Tax allocation agreements are not required. Liberty follows all the relevant ASC 740 

guidance and the Internal Revenue Code of 1986, as amended.    

 

b. The Company’s tax records will be recorded on a standalone basis. The Commission 

will have access to the underlying books and records of the Company in order to assess 

the tax treatment as needed. 

 

c. Liberty may draft and execute a tax allocation agreement in the future.  

 

d. The Company would be treated as a stand-alone company for income tax purposes and 

would retain its attributes. If Liberty decides to create a tax allocation agreement, we will 

create a tax allocation document to outline the process.  

 

e. The Company would be treated as a standalone company for income tax purposes and 

would retain its attributes. 

 

Witness:  Michael McCuen  



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_17 Refer to the response to KIUC 1-61(a).  Confirm that it is Mr. West’s 

testimony that the Company does not have the budget and forecast 

information requested.  If this is not correct, then provide the information 

that was requested. 

 

RESPONSE 

 

Not confirmed. Please see the Joint Applicants’ Supplemental Response to KIUC1-61 for 

the requested information. 

 

 

Witness: Brian K. West 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_18 Refer to the response to KIUC 1-61(b).  Confirm that it is Mr. Eichler’s 

testimony that Liberty has not prepared a financial forecast of the 

Company’s operating expenses.  If this is not correct, then provide the 

information that was requested. 

 

RESPONSE 

 

It is Mr. Eichler’s testimony that a document responsive to the request is not available. 

This is because it is atypical of an acquiring entity to prepare budgets with the level of 

granularity sought; rather, it has been Liberty’s experience that during its first year of 

operations it will assume the budgets in place by the current owner and then create 

detailed budgets such as the one sought for the next operating year, after it has had the 

benefit of experience of ownership. For the purposes of valuation, Liberty assumed the 

current O&M forecast provided by AEP. 

 

 

Witness:  Peter Eichler 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_19 Refer to the response to KIUC 1-62.  

a. List each of the “existing facilities” that will be used to house the 

additional 100 local employees if the Liberty acquisition closes. 

b. Refer to the response to part (a) of this question.  Identify the 

positions that will be housed in each of the “existing facilities.” 

c. Describe the additional infrastructure that will be required in each 

of the “existing facilities” to house the additional employees. 

 

RESPONSE 

 

a. Liberty anticipates co-locating new personnel in locations where existing employees 

with whom regular job and role-based interactions are beneficial.  Liberty expects to 

balance the hiring as much as feasible across the Kentucky Power service territory in the 

Ashland, Pikeville and Hazard Service centers, the downtown Ashland office and the Big 

Sandy facility in Lousia, KY. 

 

b. While the final location for each employee is not set, as of this time, Liberty 

anticipates the following: 

 

Functional Area Potential location 

Generation: Environmental services, Projects, 

Engineering 

Big Sandy Plant and for personnel supporting 

T/D/G - Ashland Service Center 

Commercial Operations Ashland Service Center 

Transmission Pikeville Transmission Ctr and Ashland 

Service Center 

Customer Service TBD based on availability in existing service 

centers in Kentucky (Ashland, Pikeville, 

Hazard) 

IT, Procurement, H&S, HR, Audit, Finance Distributed across existing service centers in 

Kentucky 



 

 

Corporate roles (Compliance, Regulatory) Predominantly based in Ashland Service 

Center and Ashland downtown office 

 

c. Liberty anticipates for most added roles, the existing office facilities and related 

technology infrastructure are sufficient. Call centers require technology connectivity 

which will be a consideration in determining the final locations in conjunction with the 

potential to find qualified employees. 

 

Witness:  David Swain  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_20 Refer to the response to AG 1-40(d) wherein it states: “As reflected in the 

attachment provided in response to part (b), Liberty’s preliminary analysis 

estimates that Kentucky Power will receive approximately $3.2 million of 

costs from APUC.”  No attachment was cited or provided in the response 

to part (b).  Provide the referenced attachment. 

 

RESPONSE 

 

The correct attachment that was intended to be referenced is the attachment to KPSC 1-

17, JA_R_STAFF_1_17_Attachment_Project Nickel Allocations.xlsx 

 

 

Witness:  Jill Schwartz  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_21 Refer to the response to AG 1-40(j) regarding asset transfers between the 

Company and Kentucky Transco.  Provide a description of whether and 

under what circumstances ownership and/or operation of existing assets 

will or could be transferred from the Company to another Liberty affiliate, 

especially, but not limited to, general and other plant assets that will be 

used by the former Company employees that will become employees of 

Liberty Utilities Service Corp. (“LUSC”).  LUSC “will employ all the 

employees of Kentucky Power Company,” according to the response to 

KIUC 1-63. 

 

RESPONSE 

 

There is no plan to transfer any assets owned by Kentucky Power Company to any 

Liberty affiliate, and Liberty has not contemplated any such scenarios. Employees of 

Liberty Utilities Service Corp. would use the assets of Kentucky Power Company to 

provide service to Kentucky Power Company customers.    

 

 

Witness:  Peter Eichler  

 

 

 

 

  

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_22 Refer to the CAM provided in response to AG 1-40(a), which states in 

part at 25-26: 

APUC or LUC will make capital investments such as corporate 

headquarters, IT systems, etc. that benefit the various operating 

businesses. The costs of these investments may be distributed monthly in 

the form of an intercompany operating expense charge, that captures the 

depreciation expense and cost of capital associated with the particular 

assets, or an alternate method of capital allocation based on the particular 

needs of the project . . . 

a. Confirm that under the Company’s present CAM, AEPSC 

allocates actual interest expense to the Company, but does not 

calculate and allocate a hypothetical “cost of capital,” such as the 

Company’s cost of capital grossed up for income taxes. 

b. Provide the calculation templates that are and will be used by 

APUC and LUC to calculate their costs of capital, including the 

capital structures and costs of each capital components, as well as 

any income tax gross-up for such charges to their affiliates and that 

will be used for charges to the Company if the acquisition closes. 

c. Confirm that LUSC also will charge a cost of capital to the 

Company.  If confirmed, identify where in the CAM this charge is 

described.  In addition, provide the calculation templates that are 

and will be used by LUSC to calculate their costs of capital, 

including the capital structures and costs of each capital 

component, as well as any income tax gross-up for such charges to 

their affiliates and that will be used for charges to the Company if 

the acquisition closes. 

 

RESPONSE 

 

a.  Confirmed. 

 

b.  Liberty does not have standard templates for calculating “costs of capital” that are 

used for costs allocated to subsidiaries. The CAM paragraph referenced in this request 

refers to capital investments/costs that are incurred and/or capitalized on a parent 

company’s (e.g. APUC or LUC) books and included in the monthly intercompany 

billings to affiliates.  For capital costs that are incurred by APUC or LUC and capitalized 

by APUC or LUC, the depreciation expense is included in the monthly intercompany 



 

 

indirect allocations to affiliates. The referenced paragraph is not intended to suggest that 

APUC’s or LUC’s cost of capital (i.e. capital structures, debt costs and return on equity) 

are allocated to affiliates.   

 

c.  Consistent with Liberty’s response to part (b), LUSC does not allocate “cost of 

capital” to affiliates. 

 

Witness:  Jill Schwartz  

 

Witness: Brian J. Frantz (part a) 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_23 Refer to the response to KIUC 1-64(b).  Confirm that it is Mr. Eichler’s 

testimony that Liberty has not developed a forecast of the proforma 

financial statements of the Company if the acquisition closes.  If this is not 

correct, then provide the information that was requested in the level of 

detail available, if not available at the FERC account level of detail. 

 

RESPONSE 

 

It is Mr. Eichler’s testimony that a forecast combining Liberty and Kentucky Power’s 

operations was not completed; rather, the pro-forma impact of incorporating Kentucky 

Power into Algonquin Power & Utility Corp.’s business was conducted, the results of 

which are provided in response to Staff 1-68, page 101. 

 

 

Witness:  Peter Eichler  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_24 Refer to the response to KIUC 1-66.  

a. Confirm that a portion of the actual and/or planned funding by 

Liberty for the acquisition of the Company’s common equity will 

consist of short-term debt and/or long-term debt.  The response to 

KIUC 1-66 referenced the response to Staff 1-23, which provided 

a list of potential funding sources in addition to the $620 million in 

equity financing, but did not set forth a specific plan for the 

remaining $1 billion or more to finance the purchase.  If 

confirmed, provide the actual and/or planned debt funding of the 

purchase price between the two types of debt financing and the 

costs of each type of debt financing.  

b. Confirm that to the extent Liberty uses debt to finance a portion of 

its acquisition of the Company’s common equity, the interest 

expense on that debt will be a deduction for US income tax 

purposes.  If this is not correct, then provide a corrected statement 

and an explanation as to why it was necessary to correct the 

statement. 

c. To the extent that Liberty uses debt to finance a portion of its 

acquisition of the Company’s common equity, will Liberty agree 

as a condition to the merger to provide the Company’s customers 

some or all of the income tax savings due to the interest expense 

deduction related to that debt as a reduction to the revenue 

requirement?  If not, explain why not. 

 

RESPONSE 

 

a. The financing plan for Kentucky Power is designed to maintain Liberty’s and 

Algonquin’s overall capital structure.  This is dependent on many factors and not just this 

individual transaction. 

 

b. Liberty does not intend on using debt to finance the Company’s common equity.  

 

c. As described in subpart a., the financing plan is designed to maintain an overall capital 

structure, and thus it would be inappropriate to assert that an additional benefit has been 

created. 

 

Witness:  Peter Eichler  



 

 

 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_25 Refer to the Company’s response to KIUC 1-68(a).  The response listed 

the functional areas, but did not provide the information specifically 

requested in the question.  Provide the information requested. 

 

RESPONSE 

 

Joint Applicants fully responded to KIUC 1-68(a) in their original response. To clarify 

further, the descriptions of the professional teams provided by Liberty also apply to 

AEP’s transition and separation teams.  

 

 

Witness: Stephan T. Haynes 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_26 Refer to the Company’s response to KIUC 1-68(b).  AEP objected, but 

Liberty did not object; yet, Liberty failed to provide the requested 

information.  Provide the information requested. 

 

RESPONSE 

 

As indicated in the response to KIUC 1-68 (a), Liberty and AEP are jointly engaged in 

transition and separation activities.  While only AEP objected, the objection was intended 

to be made on behalf of the Joint Applicants as the separation and transition activities are 

highly intertwined as AEP works to separate Kentucky Power Company from the AEP 

family of businesses and then works to transition Kentucky Power Company to Liberty.  

As indicated in the objection, the transition process is ongoing and the documents 

underlying that transition are iterative.  Liberty and AEP can provide a description of the 

nature of the transition in particular subject matter areas, but draft documents, which are 

still being negotiated and are subject to modification, are irrelevant and not reasonably 

calculated to lead to the discovery of admissible evidence.  

 

 

 

Witness:  Counsel  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_27 Refer to the response to KIUC 1-71, which seeks an accounting template 

for all AEP accounting journal entries (debit and credit) on the date of 

closing, including, but not limited to, all balance sheet entries, including 

cash, financing, and benefit plans assets and liabilities; and all income 

statement entries, including gains and losses; and tax entries.  The Joint 

Applicants objected, but stated that “the requested journal entries have not 

been prepared.” 

a. Describe what interest Liberty has in objecting to a request 

directed to AEP for a template of its accounting entries if the 

acquisition closes. 

b. The witness responsible for the objection and response is identified 

as Allyson Keaton.  Provide Ms. Keaton’s employer and position 

and a brief description of her responsibilities, including the scope 

of her personal involvement and/or knowledge as to the status of 

or development of a template for the AEP accounting entries. 

c. Identify the person(s) who determined and claim that the request is 

outside the scope of this proceeding and provide the basis for that 

determination. 

d. The question did not ask for the actual journal entries, but rather 

asked for a template for the journal entries.  Provide the 

information requested or state, if correct, that AEP has not 

considered and/or developed a template for the accounting entries. 

 

RESPONSE 

 

a.  See the response to KIUC 2-14a. 

 

b.  Allyson Keaton is a Tax Analyst Principal - Tax Accounting and Regulatory Support 

for American Electric Power Service Corporation, a wholly owned subsidiary of 

American Electric Power Company, Inc., the parent company of Kentucky Power 

Company.  Ms. Keaton earned a Bachelor of Science Degree in Accounting and a 

Masters of Taxation Degree with 24 years of experience in tax at utility companies.  Ms. 

Keaton would have knowledge, given her position with AEPSC, of whether the requested 

journal entries have been prepared, and she is not aware of any previously developed or 

created tax entries prepared by AEP Tax for this purpose.   

 



 

 

c.  Counsel for Joint Applicants made that determination based upon KRS 278.020(6) and 

(7). 

 

d.  Joint Applicants object to this request on the basis that it seeks information that is 

outside the scope of this proceeding and that is neither relevant to this proceeding nor 

calculated to lead to the discovery of admissible evidence.  Joint Applicants further object 

to this request to the extent it seeks to require Joint Applicants to prepare documents that 

they have not previously created.  Subject to and without waiving the foregoing 

objections, the Joint Applicants state:  A comprehensive template of all AEP accounting 

journal entries that could occur on the date of closing has not been prepared due to 

various uncertainties, including, but not limited to, the details of the Commission's order 

in this matter.  However, AEP has prepared the summary at 

JA_R_KIUC_2_27_Attachment1.xlsx which provides a limited overview of generally 

expected AEP accounting and tax entries, including impacted FERC accounts, upon 

closing.  

 

 

Witness: Allyson L. Keaton 

 

Witness: Michael A. Baird 

 

Respondent: Counsel 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_28 Refer to the response to KIUC 1-71, which seeks an accounting template 

for all Kentucky Power Company accounting journal entries (debit and 

credit) on the date of closing, including, but not limited to, all balance 

sheet entries, including cash, financing, and benefit plans assets and 

liabilities; and all income statement entries, including gains and losses; 

and tax entries.  The Joint Applicants objected, but stated that “the 

requested journal entries have not been prepared.”  The question did not 

ask for the actual journal entries, but rather asked for a template for the 

journal entries.  Provide the information requested or state, if correct, that 

neither AEP, on behalf of Kentucky Power Company, nor the Company 

itself, has considered and/or developed a template for the accounting 

entries. 

 

RESPONSE 

 

Please refer to the response to KIUC 2-27 subpart (d). 

 

 

Witness: Allyson L. Keaton 

 

Witness: Michael A. Baird 

 

Respodent: Counsel 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_29 Refer to the response to KIUC 1-76(a)(ii), which states: 

In the course of its due diligence work, Liberty established that 

Kentucky Power’s ratio of annual capital additions to depreciation 

expense is substantially below those of other large utilities and is 

substantially below the 2.0 multiple that is seen in the industry as a 

minimal measure of capital replenishment for a power utility.  At 

the same time, Liberty’s due diligence work saw that Kentucky 

Power’s reliability is substantially below the industry standards and 

aside from the most recent year, has shown a declining trend. 

Assessing these two observations in tandem, Liberty made a 

working assumption that capital underinvestment is a driver behind 

Kentucky Power’s reliability performance, and is an area Liberty 

intends to explore further. 

a. Provide a non-confidential copy of the referenced analyses and all 

other analyses developed by or for Liberty that demonstrate a 

history of “capital underinvestment” and the effects of such 

underinvestment on reliability and/or maintenance expenses. 

b. Confirm that the distribution maintenance expense per customer 

compared to other large utilities may provide demonstrate the 

effects of “capital underinvestment” and a potential tradeoff 

between lower investment that results in greater expense.  Indicate 

if Liberty has made an assessment of this metric either in its due 

diligence or consideration of the capital investment that will be 

required to make up for the prior underinvestment and the 

potential savings in such expense if it makes the additional capital 

investment.  If so, then provide all such analyses and assessments. 

c. Provide Liberty’s assessment of the additional capital investment 

that will be required to make up for the prior underinvestment. 

 

RESPONSE 

 

a. Please see the Attachment JA_R_KIUC_2_29_Attachment.pdf, constructed using S&P 

market intelligence data.   

 

b. Liberty notes that the relationship between capital investment and maintenance is far 

more nuanced and complex than the question implies. For example, in some cases, 

maintenance work that extends asset lifecycle for several years at a fraction of a cost of a 



 

 

wholesale renewal may be a preferable near-term outcome. Moreover, since a sufficiently 

granular maintenance breakdown was not available, and given that maintenance spend 

magnitude is often a function of asset management policy, Liberty did not conduct the 

referenced analysis.  

 

c. For clarity, the “prior underinvestment” referenced in the question was a hypothesis 

advanced in the course of Due Diligence work, grounded in comparison of high-level 

financial metrics. Liberty has not conducted sufficiently comprehensive and detailed 

analysis at the time of due diligence or since that would be required to state that there has 

been underinvestment as the question implies. 

 

 

Witness:  Peter Eichler (for parts a, c)  

 

Witness: Drew Landoll (for part b) 
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American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_30 Refer to the Application in this proceeding at pdf 517, which is the 

liability side of the Company’s balance sheet at December 31, 2020 and 

December 31, 2019 in its 2020 Annual Report.  The common equity 

shown at December 31, 2020 is $823 million.  

a. Confirm that Liberty agreed to pay AEP $2,846 million for the 

Company and the Kentucky Transco, including the assumption of 

$1,200 million in long-term debt, pursuant to the terms set forth in 

the Stock Purchase Agreement attached as Exhibit 5 to the 

Application in this proceeding. 

b. Confirm that Liberty agreed to pay $1,646 million for the 

Company’s and Kentucky Transco’s common equity.  

c. Provide a calculation of the acquisition premium for the common 

equity of each Company in live Excel format with all formulas 

intact. 

 

RESPONSE 

 

a. Confirmed, subject to the terms set forth in the Stock Purchase Agreement.  

 

b. Confirmed, subject to the terms set forth in the Stock Purchase Agreement.  

 

c.  Liberty does not have a document that is responsive to this request. Please also 

see the response to KIUC 2-12. 

 

 

Witness:  Peter Eichler  
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KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_31 Refer to the Excel attachment analysis provided in response to Staff 1-17.  

Refer further to the worksheet tab entitled “Incoming Project Costs” and 

to the costs in cell column C, which are described as “2020 Total” costs.  

Refer also to page 307.1 of the 2020 AEPSC FERC Form 60 at line 9, 

which shows $70.442 million in total costs charged in 2020 to KPCo. 

a. Provide a copy of the data source(s) for the “2020 Total” costs 

identified by category in the Excel attachment analysis provided in 

response to Staff 1-17. 

b. Indicate whether these “2020 Total” costs were all charged by 

AEPSC to KPCo during 2020, or whether they are a combination of 

AEPSC charges and KPCo directly incurred costs.  If the response 

is different for different cost categories depicted, explain. 

c. Indicate whether the “2020 Total” costs represent all costs, 

including O&M expenses, capital costs, and other costs as also 

depicted as KPCo charged amounts in the 2020 FERC Form 60 at 

page 307.1 line 9 or whether they represent only O&M expenses.  

d. Refer to cell row 12 in the referenced “2020 Total” costs column, 

which shows a $14.421 million credit for “Mitchell Plant Co-

Ownership Credit.”  Describe what this credit is and whether it 

relates only to AEPSC charges to KPCo or whether it relates to a 

combination of AEPSC charges and KPCo directly incurred costs.  

In addition, provide all support and a copy of the source 

document(s) relied on for the amount of this credit.  If it is based on 

a calculation, provide the calculation in live Excel format with all 

formulas intact and annotated to the source documents and 

assumptions relied on for the inputs to the calculation. 

e. Refer to cell row 12 in the referenced “2020 Total” costs column, 

which shows a $14.421 million credit for “Mitchell Plant Co-

Ownership Credit.”  Explain how this credit amount removes well 

over 90% of the generation-related costs depicted in cell rows 6-11. 

f. Refer to cell row 34 in the referenced “2020 Total” costs column, 

which shows a $1.667 amount of costs in 2020 incurred for 

“Kentucky Leadership”.  Describe this category of costs and explain 

why it is assumed that this cost will be reduced to $0 post 

acquisition. 

g. Refer to cell row 36 which depicts the grand total of all “2020 

Total” costs to be $69.607 million after reduction for the $14.421 



 

 

million credit for the “Mitchell Plant Co-Ownership Credit” in cell 

row 12.  Without this credit the grand total of all the “2020 Total” 

costs would be $84.029 million.  Reconcile the $69.607 million and 

$84.029 million amounts with the $70.442 million in total costs 

charged to KPCo from AEPSC as depicted in the 2020 AEPSC 

FERC Form 60.    

 

RESPONSE 

 

a. Refer to JA_R_KIUC_2_31_Attachment1.xlsx for the source data for 

“2020 Total” costs identified by category provided in response to Staff 1-17. 

Please note that the “Corporate Services” provided in Staff 1-17 were 

inadvertently based upon 2021 estimates, the correct 2020 Corporate Services 

costs are included within this attachment. The correct Corporate Services total for 

2020 Actuals is $40,212,274, a difference of $363,679. As a result, the correct 

total for 2020 is $69,971,425.  

  

b.       The costs included in the “2020 Total” are comprised of the following 

categories: (1) AEPSC charges to Kentucky Power; (2) AEPSC charges to AEP 

Kentucky Transmission Company (Kentucky Transco); (3) other AEP affiliate 

charges to Kentucky Power; and (4) other AEP affiliate charges to Kentucky 

Transco. 

  

c.       The costs included in the “2020 Total” include all charges included in the 

monthly billings to Kentucky Power and Kentucky Transco from AEPSC and 

from other affiliates as shown in the 2020 FERC Form 60 at both page 307.1 line 

9 and page 307 line 16. 

  

d.       The Mitchell Plant Co-Ownership Credit is intended to reflect the full cost 

of operations of the facility as it relates to services provided by AEPSC and other 

AEP affiliates; no direct Kentucky Power costs are included. The amount includes 

costs ultimately charged to Kentucky Power and costs ultimately charged to co-

owner Wheeling Power Company. 

  

e.     In theory, after removing all Mitchell Plant costs, only AEPSC and other 

AEP affiliate support costs related to the Big Sandy Plant would remain. In 

addition, some of the cost included Mitchell Co-Ownership Credit would relate to 

other categories within Corporate Services. 

  

f.        Kentucky Leadership includes charges resulting from Kentucky Power’s 

general ledger structure. Kentucky Power manages its business with three general 

ledger business units. Certain Kentucky employees support more than one of the 

three Kentucky business units which generates affiliate transactions between 

Kentucky business units which fully eliminate when viewing a consolidated 

Kentucky Power. 

  



 

 

g.       The components of the 2020 Total related to AEPSC billings to Kentucky 

Power and Kentucky Transco are identified in 

JA_R_KIUC_2_31_Attachment2.xlsx and reconciled to the amounts provided in 

the 2020 AEPSC FERC Form 60. 

 

Witness: Jill Schwartz 

 

Witness: Brian J. Frantz 

 

  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KPSC 2_32 Refer to the Excel attachment analysis provided in response to Staff 1-17.  

Refer further to the worksheet tab entitled “Incoming Project Costs” and 

to the costs in cell columns C and D, which are described as “2020 Total” 

and “Direct cost incurred/allocated to Opco” costs, respectively.  Finally 

refer further to the costs in column D which are either 50% or 75% of the 

“2020 Total” costs for cell rows 7,8,11,15,17,18,22, and 28.  For each 

category of costs in the referenced cell rows individually, provide all 

support for the percentages under Liberty ownership compared to the 

costs incurred under AEP ownership. 

 

RESPONSE 

 

Liberty’s initial analysis estimated that a portion of the generation and transmission 

services currently provided by AEPSC to Kentucky Power would be replaced by shared 

services allocated to Kentucky Power in accordance with Liberty’s CAM (see column F 

of the “Incoming Project Costs” tab).  In addition, Liberty estimates that the remaining 

portion of the generation and transmission services will be incurred locally by Kentucky 

Power, which is reflected in column D.  With regards to Procurement (row 22) and 

Accounting/Tax (row 28), Liberty estimates that 50 percent of the costs currently 

incurred by Kentucky Power through AEPSC will be incurred directly/locally (column 

D), and the other 50 percent will be allocated to Kentucky Power through the LABS 

business unity in accordance with the CAM (column E). 

 

 

Witness:  Jill Schwartz 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_33 Refer to the Excel attachment analysis provided in response to Staff 1-17.  

Refer further to the worksheet tab entitled “Allocation Summary”, which 

shows allocated costs to Liberty Utilities affiliates prior to and subsequent 

to the addition of the proposed acquired affiliates including KPCo.   

a. Indicate whether the depicted costs represent all costs, including 

O&M expenses, capital costs, and other costs to be charged to 

affiliates or whether they represent only O&M expenses. 

b. Indicate whether the depicted costs represent all “Corporate 

Services” costs as depicted on the worksheet tab entitled “Incoming 

Project Costs” in the same Excel file and do not also include 

generation and transmission related services. 

 

RESPONSE 

 

a. The costs included on the “Allocation Summary” tab represent the O&M 

expenses allocated to Liberty’s regulated utilities, prior to capitalization.  Approximately 

32 percent of the allocated shared services (O&M expenses) are capitalized as indirect 

overhead on the utilities’ capital projects. 

 

b. The costs summarized on the “Allocation Summary” tab include all of the 

corporate shared services allocated to regulated utilities in accordance with the CAM.  

The breakdown of each affiliate cost pool by expense category or department/function is 

provided on the “APUC Costs”, “LUC Costs”, “LABS”, and “LibCorp” tabs included in 

the attachment provided in response to Staff 1-17. 

 

 

Witness:  Jill Schwartz 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_34 This request is directed solely to Liberty.  Refer to the confidential Liberty 

(not shared with AEP) response to AG 1-63 at 80-82 and the last column 

of the table at 81-82.  For each item on the table, confirm a) that Liberty’s 

assessments are correct and b) that Liberty has the option indicated in the 

last column of the table at 82-82.  For each item on the table, indicate the 

option that Liberty has or will elect and provide the cost and the related 

savings if it elects to proceed.  In addition, provide all supporting 

documentation relied on for the assessments and all quantifications of the 

potential cost if it elects to proceed. 

 

RESPONSE 

 

Please see Confidential Attachment JA_R_KIUC_2_34_ConfidentialAttachment.pdf. 

 

Witness:  Michael Mosindy 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_35 Refer to the attachment to the response to AG 1-80(b).  Provide a more 

detailed schedule that shows each debt issue presently outstanding and 

expected to be outstanding at the date of closing.  For each debt issue, 

indicate if Liberty will be required to refinance it, and, if so, what the 

make whole premium and other costs will be to do so and the savings in or 

additional interest expense Liberty expects that it will incur on an 

annualized basis for each of the next ten years, if any. 

 

RESPONSE 

 

Refer to attachment JA_R_KIUC_2_35_Attachment.xlsx for a schedule that shows each 

debt issue presently outstanding and expected to be refinanced at closing.   All debt that 

is expected to be refinanced at closing will not incur any make whole premiums or other 

costs.  It is expected that Liberty will refinance using short-term debt at rates similar to 

those Kentucky Power is currently paying and convert to long term debt upon approval 

from the KYPSC, shortly after closing. 

 

 

Witness:  Michael Mosindy  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_36 Refer to the response to KIUC 1-31.  Will the proposed Bridge PCA 

provide KPCo similar, offsetting protection from other over performing 

units of the AEP Operating Companies in the event of a KPCo capacity 

underperformance?  If so, describe in detail.  If not, explain why it will 

not. 

 

RESPONSE 

 

Yes.  In the event of a capacity underperformance by a Kentucky Power unit, the 

proposed Bridge PCA will provide Kentucky Power similar protection to the current PCA 

by allowing that underperformance to be offset by the overperformance, if any, from the 

units of the remaining AEP Operating Companies. 

 

For example if a PJM RTO wide emergency event is declared, all units in the FRR 

portfolio will be required to perform to their various capacity commitments. To make the 

example simple, assume there were only 2 units in the portfolio - Unit A which belongs 

to the AEP Operating Companies and Unit B which belongs to Kentucky Power. If unit A 

overperforms from its capacity commitment by 1 MW and Unit B underperforms from its 

Capacity commitment by 1 MW, then the overperformance and underperformance will be 

netted against each other such that the portfolio would have no underperformance and 

Kentucky Power would be protected. 

 

 

Witness: Amanda R. Conner 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_37 Provide an estimate of the current cost to insure a capacity 

underperformance and explain how such insurance is priced (i.e., is it 

priced on a $/kW basis). 

 

RESPONSE 

 

The current estimate of the cost to insure Capacity underperformance is $0.34/MW-day. 

Based on past negotiations, ssuch insurance could be priced based on a number of factors 

such as the resource mix of the units in the FRR portfolio, the non-performance charge 

rate and the risk of forced outages at the units in the portfolio. 

 

 

Witness: Amanda R. Conner 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_38 Refer to the Application at 9 wherein it references “approval of the 

amended Mitchell Plant Ownership Agreement.”  Confirm that there is no 

“amended” Mitchell Plant Ownership Agreement and that this is an error 

in the Application. 

 

RESPONSE 

 

 

There is not an error in the Application. The proposed Mitchell Plant Operations and 

Maintenance Agreement and the proposed Mitchell Plant Ownership Agreement, which 

are the subject of Case No. 2021-00421 and which are included in Exhibit 5 of the Joint 

Applicants’ Application in this matter, jointly amend the current Mitchell Plant 

Ownership Agreement. As such, these documents may be referenced as "the amended 

Mitchell Plant Ownership Agreement." 

 

 

 

Witness: Stephan T. Haynes 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_39 With respect to the $11 million incurred in the spring and winter of 2020 

and the $75 million incurred in winter 2021 to repair the system and 

restore service in response to severe weather and storms, provide a copy 

of all analyses, root causes, and/or all other critiques performed by or for 

the Company that address the scope of physical damages, cost to repair 

the system and restore service, and/or proposals and/or recommendations 

to minimize such storm damages in the future.  If no such analyses were 

performed, then describe why the Company did not engage in any self-

assessments or third-party assessments. 

 

RESPONSE 

 

The Joint Applicants object to this request on the basis that it seeks information that is 

outside the scope of this proceeding and that is neither relevant to this proceeding nor 

calculated to lead to the discovery of admissible evidence. 

 

Subject to and without waiving this objection, the Joint Applicants state:  

 

Each storm is unique in nature and after each storm, all charges were closely scrutinized 

to ensure accurate reporting of labor, equipment and material. The impacted areas were 

visually inspected to verify facilities were restored to normal and any hazardous 

conditions were mitigated. Some of the additional cost during the February 2021 storms 

were due to the fact there were three unusually destructive storms in one period that 

caused ice to accumulate to nearly one inch on trees and power lines. In addition, due to 

COVID protocols additional rooms and base camp trailers were needed to house 

employees and contractors.  

 

No specific analyses were performed after the storms.  However, Kentucky Power is 

taking steps to minimize storm damage in the future. Prior to 2014, Kentucky Power’s 

distribution lines were built using the medium loading zone requirement of the National 

Electrical Safety Code (NESC), which means that the distribution line is built to 

withstand a 1/4 inch of ice.  Although Kentucky is shown to be in the medium loading 

zone according to Figure 250-1 of the NESC (see JA_R_KIUC_2_39_Attachment1.pdf), 

in January of 2014, Kentucky Power began designing the distribution lines to meet heavy 

loading requirements, which means lines are now built to withstand up to a half inch of 

ice. It will take several years to replace or modify over 210,000 poles and associated 

power lines to meet the heavy loading zone requirements. 



 

 

 

Kentucky Power would demonstrate the prudency of the costs at issue in a future rate 

proceeding in which it seeks recovery of those cost. See also the Joint Applicants’ 

response to AG 2-3.  

 

 

 

Witness: Brian K. West 
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American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_40 Describe all actions taken by each of the major credit rating agencies with 

respect to the Company’s debt subsequent to the announcement last year 

that AEP had entered into an agreement to sell the Company to Liberty.  

Indicate whether the rating agencies considered the sale to Liberty credit 

negative or credit positive.  Cite and provide a copy of all relevant credit 

rating agencies releases and/or reports. 

 

RESPONSE 

 

Moody’s:  No action was taken.  The transaction was considered credit neutral to AEP 

given the small size of the Kentucky companies and the use of substantially all of the 

cash proceeds to replace $1.4 billion of AEP's planned equity financing in 2022. 

 

S&P:  Revised the CreditWatch implications on Kentucky Power to negative.  The 

revised CreditWatch placement reflects the announced sale of Kentucky Power to lower-

rated Algonquin Power & Utilities Corp., which is below S&P’s issuer credit rating on 

Kentucky Power.  CreditWatch with negative implications reflects their expectation that 

they will likely downgrade Kentucky Power by one notch as APUC, the acquiring entity, 

is currently rated 'BBB', and they expect to align their ratings on Kentucky Power with 

those of APUC. 

 

Fitch:  Downgraded AEP’s Long-Term Issuer Default Rating and senior unsecured 

ratings to ‘BBB’ from ‘BBB+’.  The downgrade reflected the Company’s announcement 

that the $.1.45B cash proceeds from the planned sale of Kentucky Power to Algonquin 

Power & Utilities will be used to offset forecasted equity needs in 2022.  As a result, 

Fitch expects the Company’s credit metrics (FFO Leverage) to continue to exceed the 

stated downgrade threshold for a ‘BBB+’ rating. 

 

Referenced reports can be found in JA_R_KIUC_2_40_ConfidentialAttachment1.pdf and 

in JA_R_KIUC_2_40_Attachment2.pdf and JA_R_KIUC_2_40_Attachment3.pdf. 

 

 

Witness: Stephan T. Haynes 

 

 

 



JA_R_KIUC_2_40_PublicAttachment1 has been redacted in its entirety. 

KPSC Case No. 2021-00481 
KIUCs Second Set of Data Requests 

Dated February 4, 2022 
Item No. 40 

Public Attachment 1 
Page 1 of 1



Research Update:

Kentucky Power Co. CreditWatch Implications
Revised To Negative From Developing On AEP Sale
Agreement
October 28, 2021

Rating Action Overview

- American Electric Power Co. Inc. (AEP) announced that it has reached an agreement to sell
Kentucky Power Co. (KPCo) and a Kentucky transmission entity to Algonquin Power & Utilities
Corp. (APUC) for about $2.85 billion, including assumed debt of about $1.2 billion. The
transaction is expected to close by the end of the second quarter of 2022.

- We revised the CreditWatch implications on KPCo to negative from developing on our 'BBB+'
issuer credit rating and issue-level ratings on its senior unsecured debt. We previously placed
the ratings on CreditWatch with developing implications on April 28, 2021.

- The revised CreditWatch placement reflects the announced sale of KPCo to lower-rated APUC,
which is below our issuer credit rating on KPCo.

Rating Action Rationale

We revised the CreditWatch implications on KPCo to negative from developing. The
CreditWatch with negative implications reflects our expectation that we will likely downgrade
KPCo by one notch as APUC, the acquiring entity, is currently rated 'BBB', and we expect to align
our ratings on KPCo with those on APUC.

Our assessment of KPCo's stand-alone credit profile (SACP) remains 'bbb'. We continue to
assess the company's business risk as strong and its financial risk as significant. Our business
risk assessment reflects the regulatory support KPCo receives in Kentucky. The company was
under a three-year base rate stay-out through 2020. The recent increase in KPCo's revenue
supports its credit quality because it will enable it to recover a higher level of its capital and
operating expenses. The company has a small customer base of about 170,000 and limited
geographic diversity given that it operates almost entirely in Kentucky. That said, KPCo's service
territory demonstrates modest growth. The company derives about half of its energy sales from
industrial customers, which leads to less stability in its operating cash flow than if its customer
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base was entirely residential. KPCo continues to be exposed to energy transition risks because of
its coal-fired generation, which accounts for most of its generation capacity.

We assess the company's financial risk profile as significant, which reflects its financial
measures, including our expectation for funds from operations (FFO) to debt of 16%-17%
through 2023. Our assessment of KPCo's financial risk profile incorporates its recently approved
rate case, which will strengthen its financial risk. We use our medial volatility table benchmarks to
assess KPCo's financial risk, which are more relaxed benchmarks than those we use for typical
corporate issuers. This reflects the company's steady cash flows, low-risk rate-regulated utility
operations, and effective management of regulatory risk.

Our assessment of KPCo's group status as moderately strategic lifts our issuer credit rating on the
company by one notch above its SACP to account for its limited group support.

CreditWatch

The CreditWatch placement reflects AEP's announced sale of KPCo to lower-rated APUC. We
expect to remove the CreditWatch and lower the ratings on KPCo to align with the lower-rated
parent as the acquiring company nears or completes the transaction.

Ratings Score Snapshot

Issuer Credit Rating: BBB+/Watch Neg/--

Business risk: Strong

- Country risk: Very low

- Industry risk: Very low

- Competitive position: Satisfactory

Financial risk: Significant

- Cash flow/leverage: Significant

Anchor: bbb

Modifiers

- Diversification/portfolio effect: Neutral (no impact)

- Capital structure: Neutral (no impact)

- Financial policy: Neutral (no impact)

- Liquidity: Adequate (no impact)

- Management and governance: Satisfactory (no impact)

- Comparable rating analysis: Neutral (no impact)

Stand-alone credit profile: bbb

- Group credit profile: a-

- Entity status within group: Moderately strategic (+1 notch from SACP)
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Related Criteria

- General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

- General Criteria: Group Rating Methodology, July 1, 2019

- Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments, April 1, 2019

- Criteria | Corporates | General: Reflecting Subordination Risk In Corporate Issue Ratings, March
28, 2018

- Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For Global
Corporate Issuers, Dec. 16, 2014

- General Criteria: Methodology: Industry Risk, Nov. 19, 2013

- General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013

- Criteria | Corporates | Utilities: Key Credit Factors For The Regulated Utilities Industry, Nov. 19,
2013

- Criteria | Corporates | General: Corporate Methodology, Nov. 19, 2013

- General Criteria: Methodology: Management And Governance Credit Factors For Corporate
Entities, Nov. 13, 2012

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Ratings List

Ratings Unchanged; CreditWatch Action

To From

Kentucky Power Co.

Issuer Credit Rating BBB+/Watch Neg/-- BBB+/Watch Dev/--

Senior Unsecured BBB+/Watch Neg BBB+/Watch Dev

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column.
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American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_41 Provide a list of and describe all insurance policies and/or coverage 

provided by all “captive insurers” obtained by AEP and/or AEPSC to 

insure or reinsure the Company’s risk exposures.  Confirm that each of the 

policies/coverages will cease on or before the closing.  Provide the annual 

cost to the Company for each such policy/coverage.  Provide a list of and 

describe the insurance policies/coverage that will be obtained by Liberty 

for each of the Company’s risk exposures and the forecast annual cost to 

the Company for each such policy/coverage. 

  

 

RESPONSE 

 

Please see JA_R_KIUC_2_41_Attachment1.xlsx for the list and description of all 

insurance policies and/or coverage provided by all “captive insurers” obtained by AEP 

and/or AEPSC to insure or reinsure the Company’s risk exposures and Kentucky Power's 

annual premium for each. 

 

It is confirmed that the current coverages will cease at closing and Liberty will add 

Kentucky Power Company to its existing policies upon close. Liberty does not yet have 

quotes from its insurers for this coverage. Insurance policies currently in place will 

respond as normal for incidents prior to closing. 

  

 

 

Witness: Stephan T. Haynes 

 

Witness: Peter Eichler  

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_42 Provide the per books common equity for the Company and the Kentucky 

Transco at December 31, 2021. 

 

RESPONSE 

 

The Joint Applicants object to this request on the basis that it seeks information that is 

outside the scope of this proceeding and that is neither relevant to this proceeding or 

calculated to lead to the discovery of admissible evidence. In support of this objection the 

Joint Applicants state that information concerning Kentucky Transco is not relevant to 

this proceeding as the transfer of Kentucky Transco is not at issue in this proceeding. 

Based on the preliminary, unaudited balance sheets, the common equity amount for 

Kentucky Power is $874,355,328. 

                

 

 

Witness: Stephan T. Haynes 

 

 

 

 



 

 

American Electric Power Company, Inc. 

Kentucky Power Company 

Liberty Utilities Co. 

KPSC Case No. 2021-00481 

KIUC's Second Set of Data Requests  

Dated February 4, 2022 

 

DATA REQUEST 

 

KIUC 2_43 Please provide the most recent monthly bill for the Unit Power sale from 

Rockport Units 1 and 2. 

 

RESPONSE 

 

Please see JA_R_KIUC_2_43_Attachment1.xlsx for the requested information.  

 

 

Witness: Brian K. West 
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