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Global Credit Research - 07 Feb 2012

Ashland, Kentucky, United States

Ratings

Category

Outlook

Issuer Rating

Senior Unsecured

Parent: American Electric Power
Company, Inc.

Outlook

Senior Unsecured

Jr Subordinate

Commercial Paper

Contacts

Analyst

William Hunter/New York City
William L. Hess/New York City

Key Indicaiors

[1]Kentucky Power Company

Moody's
Rating
Stable
Baa2
Baa2

Stable
BaaZ2
Baa3

P-2

Phone
212.553.1761
212.553.3837

(CFO Pre-W/C + Interest) / Interest Expense

(CFO Pre-W/C) / Debt
(CFO Pre-W/C ~ Dividends) / Debt
Debt / Book Capitalization

LTM 9/30/2011 2010 2009 2008

3.9x 3.4x 3.9x 2.5x
18% 15% 18% 9%
14% 11% 15% 7%
44% 46% 46% 50%

[1] All ratios calculated in accordance with the Global Regulated Electric Utilities Rating Methodology
using Moody's standard adjustments.

Note: For definitions of Moody's most common ratio ferms please see the accompanying User's Guide.

Opinion

Rating Drivers

Constructive regulatory ervironment viewed positively
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Planned environmental expenditures enormous relative to the company's size

Key financial metrics have improved but likely to be stressed by the capital spending program
Maintenance of current ratings will depend on capital injections from the parent

Industrial sales have benefitted from high component of mining and energy-related industries
Corporate Profile

Kentucky Power Company (KPCo, Baa2 senior unsecured, stable outlook) is a vertically integrated
electric utility company headquartered in Frankfort, Kentucky and is a wholly owned subsidiary of
American Electric Power Company (AEP, Baa2 senior unsecured, stable outlook). KPCo is one of AEP's
smaller subsidiaries, with about $1 billion in rate base (about 6% of AEP's state jurisdictional {otal) and
$1.6 billion assets (3% of AEP consolidated). KPCo's primary regulator is the Kentucky Public Service
Commission (KPSC). KPCo's total owned generation capacity is 1,078 MW, entirely at the Big Sandy
plant, and it purchases approximately 390 MW from affiliate AEP Generating's share of the Rockport
plant under two long-term unit power agreements. KPCos total capacity of approximately 1,468 MW is
100% coal. KPCo's 2010 peak demand was reporied as 1,543 MW, leaving a negative reserve margin of
approximately 5%, which KPCO has primarily met with purchases from its affiliates in the AEP Power
Pool.

SUMMARY RATING RATIONALE

KPCo's Baa2 senior unsecured rating primarily reflects the reasonably constructive relationship with the
KPSC, financial metrics that have improved to a level that is consistent with the rating, and the company's
position as a member of the AEP family, balanced against an enormous planned capital expenditure
program that could stress financial metrics, a need for capital injections during the construction period and
the impact of an expected near doubling of rate base on retail rates.

DETAILED RATING CONSIDERATIONS
CONSTRUCTIVE REGULATORY ENVIRONMENT A CREDIT POSITIVE

Moody's views the regulatory environment in Kentucky as reasonably supportive to long-term credit
stability, a material credit positive. In June, 2010, the KPSC approved a not overly-generous rate
settlement agreement for KPCo authorizing a $64 miillion rate increase, based on a 10.5% authorized
ROE with 43% equity, and recovery of $23 million of storm costs over five years. However, electric
utilities have generally been allowed to earn a return on essentially all construction work in progress.
Utilities can start to collect interim rates approximately six months after filing a rate case if the KPSC has
not acted on it. There are also various riders and cost recovery mechanisms that help to avoid regulatory
lag, including a fuel adjustment clause, an energy efficiency rider and, most significantly, an environmental
cost recovery rider. Proceedings for the latter are conducted every two years. The KPSC has authorized
significant amounts of environmental spending for some of the state's other investor-owned utilities, and
Moody's expects that KPCo would be granted similar treatment for reasonable costs to upgrade its coal
plants.

CAPITAL EXPENDITURE PROGRAM COULD PRESSURE RATINGS OVER THE MEDIUM TO LONG
TERM

KPCo's cumulative long-term capital investment program is extremely large relative to its size. KPCo
terminated its installation of jet bubbling reactor technology at Big Sandy 2 due to technical problems and
expects to install dry flue gas desulfurization at unit two (800 MW), while retiring unit one (278 MW). On
12/5/11, KPCo filed with the KPSC to approve the project at an estimated cost of $940 million including
AFUDC. KPCo proposes to defer a return on the project until it is complete ( estimated in 2016) implying
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environmental capex of about $270 million/year, compared to average annual total capex of $80 million for
2006-2010. KPCo will also be responsible for a portion of the cost of the Rockport upgrades, but KPCo
will pay these costs over a longer period of time through higher capacity costs. To maintain its current
rating, KPCo will require additional equity injections from AEP (the last received was in 2009), especially if
cash returns are deferred as proposed. Based in part on our expectation that coal-friendly investments
will receive timely rate base treatment in Kentucky, we expect that the parent will take appropriate steps
to maintain adequate financial metrics at KPCo.

Another potential concern regarding environmental expenditures is the impact on rates. KPCo's average
residential rate of 8.85 cents/KWh in 2010 was the highest among investor-owned utilities in the state,
and 16% higher than the state average of 7.63 cents/KWh. KPCo estimates that the Big Sandy
expenditures will raise rates by about 30% in 2016; however, rates for all utilities in the state will increase
due to similarly large expenditures. Higher rates could engender demand response changes among all
customer classes. Rate design will be an important consideration, as materially higher rates could
discourage industrial activity and/or encourage self generation by large industrial customers, especially if
shale gas keeps natural gas prices depressed.

RECENTLY STABLIZED CREDIT METRICS MAY BE STRESSED BY THE ENVIRONMENTAL
SPENDING

KPCo's key financial credit metrics have historically been somewhat weak for its Baa2 senior unsecured
rating category but have improved since 2008. For the periods of 2006-2010, 2008-2010 and the twelve
months ended 9/30/11, KPCa's ratio of cash from operations before working capital adjustments (CFO
pre-W/C) to debt averaged about 14.5%, 13.7% and 18.3%, respectively. The ratio of CFO pre-w/c
interest coverage averaged 3.6x, 3.3x and 3.7x, respectively for the same periods. Balance sheet
leverage has also improved, with debt to capitalization of 44.2% at 9/30/11, down from 50.5% at
12/31/08. In the near to intermediate term, we expect financial metrics to stabilize. However, metrics will
likely be stressed after mid-2013, due to large increases in capital expenditures, potentially with no
current return on investment if the KPSC agrees to the proposed deferral. Thus, our expectation that AEP
will provide sufficient equity capital to maintain metrics is crucial to the continuance of the current ratings.

INDUSTRIAL SALES HAVE HELD STEADY, BOOSTED BY COAL MINING AND ENERGY

Although KPCo's service territory is in the easternmost part of the state, with few urban areas other than
Ashland, industrial sales represent a high percentage of total production, - about 44% of retail KWh sales
and 34% of retail revenues. Of the 10 largest industrial customers, which represent 66% of industrial
sales, there are four coal mining companies, two energy companies, two steel manufacturers, and two
chemical companies. Industrial sales hava been quite stable over the past five years, in part because high
coal prices have kept the mines active. Recent Central Appalachian coal price declines could negatively
affect overall KWh demand; however, KPCo's territory is on the western edge of the Utica shale
formation, which may spur further energy development.

DISSOLUTION OF THE AEP POWER POOL ADDS A MODICUM OF UNCERTAINTY

In December 2010, all the members of the AEP Power Pool gave notice to terminate the Interconnection
Agreement under which they purchase and sell power and share the costs of capacity, effective January
2014 or as determined by FERC. While this notice is revocable, we believe the Interconnection
Agreement will be cancelled or materially modified. KPCo is weakly positioned to serve its own load;
however, the expected de-regulation of AEP Ohio's generation in stages through mid-2015 provides a
potential source of long-term power and capacity for KPCo.

Liguidity

KPCO's liquidity is adequate. KPCO participates in the AEP Utility Money Pool with a borrowing limit of
$250 million, which provides access to the parent company's liquidity. As of 9/30/11, KPCO had a balance
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of $96 million invested in the Money Pool, compared to the $67 million invested as of 12/31/10, KPCo
also utilizes AEP's receivable securitization facility.

For the twelve months ending September 2011, KPCO generated approximately $140 million of cash from
operations, invested approximately $64 million in capital expenditures and made $24 million in upstream
dividend payments to AEP, resulting in approximately $52 million of positive free cash flow. In 2012, we
expect KPCO to generate approximately $120 million of cash from operations, invest approximately $120
million in capital expenditures and continue to contribute approximately $20 million in upstream dividends
fo its parent. KPCO has no long-term debt maturities until 2017.

AEP has two syndicated credit facilities totaling $3.25 billion that were renewed and extended in mid-
2011. One is a $1.5 billion facility expiring June 2015. The other is a $1.75 billion facility (upsized from
$1.5 billion) expiring in July 2016. The combined letter of credit sub-limits under these facilities is $1.35
billion. The facilities contain a covenant requiring that AEP's consolidated debt {o capitalization (as
defined) will not exceed 67.5% (AEP states the actual ratio was 50.3% at 9/30/11, indicating substantial
headroom). AEP is not required to make a representation with respect to either material adverse change
or material litigation in order to borrow under the facility. Defauit provisions exclude payment defaults and
insolvency/bankruptcy of subsidiaries that (like KPCo) are not significant subsidiaries per the SEC
definition (AEP Texas Central and Southwestern Electric Power Company are also effectively excluded as
significant subsidiaries due to definitional adjustments). Also in 2011, AEP allowed a $478 million letter of
credit facility to expire but renewed its $750 million accounts receivable securitization (only the multi-year
portion of the latter is included as an available source in Moody's liquidity testing).

As of 9/30/11, AEP had $546 million of cash on hand and approximately $2.6 billion of availability under
the syndicated revolving credit facilities after giving effect to $529 million of commercial paper outstanding
and $103 million of issued letters of credi.

For the 12 months ended 9/30/11, AEP generated approximately $4.6 billion in cash from operations,
made approximately $3.1 billion in capital investments and net asset purchases and paid about $890
million in dividends, resulting in roughly $610 million of positive free cash flow.

including securitization bonds, AEP has approximately $690 million of long-term debt due in 2012, $1.7
billion due in 2013, and $1.0 billion in 2014. Over the next two years, we estimate that AEP will generate
roughly $3.5 billion in cash from operations, spend about $3.3 billion annually in capital expenditures and
pay approximately $900-950 million in dividends annually, yielding negative free cash flow of about $700
million per year.

Rating Outlook

The stable rating outlook for KPCo is primarily based on our expectation that the company will continue to
maintain a constructive relationship with the KPSC, including reasonably good recovery of planned
environmental upgrade expenditures, and that parent AEP will provide the capital injections needed for
KPCo to maintain the recently stabilized key financial credit metrics that support the current rating.

What Could Change the Rating - Up

Rating upgrades appear unlikely over the near to intermediate term horizon, primarily due to our
expectation that KPCo will be challenged to maintain its financial profile in light of the capital investment
plan. However, KPCo could be considered for a ratings upgrade if it were fo achieve key financial credit
metrics, including CFO pre W/C plus interest over interest of approximately 5x and CFO pre W/C to debt
of approximately 20% on a sustainable basis.

What Could Change the Rating - Down

Ratings could be downgraded if the regulatory environment were to take a more adversarial tone,
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especially with respect to the recent environmental capex filing, if KPCo's capital expenditure program
experienced material cost over-runs, if equity contributions from AEP were not forthcoming in a manner to
maintain financial metrics commensurate with the current rating, if there were a material, sustained
decrease in retail sales and revenues (especially from industrial customers), or the key financial credit
metrics exhibited a deterioration that we expected would be prolonged, for instance, a ratio of CFO pre
WI/C plus interest over interest below 3.0x or CFO pre W/C to debt in the low-teens.

Rating Factors

Kentucky Power Company

Regulated Electric and Gas Utilities Industry [1][2] Current Moody's
12/31/2010 12-18
month
Forward
View" As
of
February
2012
Factor 1: Regulatory Framework (25%) Measure |Score Measure|Score
a) Regulatory Framework Baa Baa
Factor 2: Ability To Recover Cosis And Earn Returns
(25%)
a) Ability To Recover Costs And Earn Returns Baa Baa
Factor 3: Diversification (10%)
a) Market Position (5%) Baa Baa
b) Generation and Fuel Diversity (5%) B B
Factor 4: Financial Strength, Liquidity And Key
Financial Metrics (40%)
a) Liquidity (10%) Baa Baa
b) CFO pre-WC + Interest/ Interest (3 Year Avg) (7.5%) 3.2x Baa 3.0 - 3.5 Baa
¢) CFO pre-WC / Debt (3 Year Avg) (7.5%) 13.7% | Baa 13- 17%| Baa
d) CFO pre-WC - Dividends / Debt (3 Year Avg) (7.5%) 10.8% Baa 13- 17%| Baa
@) Debt/Capitalization (3 Year Avg) (7.5%) 47.3% | Baa 45 - 55%| Ba
Rating:
a) Indicated Rating from Grid Baa2 Baa2
b) Actual Rating Assigned Baa2 Baa?

* THIS REPRESENTS MOODY'S FORWARD VIEW;,
NOT THE VIEW OF THE ISSUER; AND UNLESS NOTED
IN THE TEXT DOES NOT INCORPORATE
SIGNIFICANT ACQUISITIONS OR DIVESTITURES

[1] All ratios are calculated using Moody's Standard Adjustments. [2] As of 12/31/2010; Source: Moody's
Financial Metrics

;}’ N T :i'—-r
Moopv'’s

IMVESTORS SERVICE
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® 2012 Moody's Investors Service, Inc. and/or its licensors and affiliates (collectively,
"MOODY'S"). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS™) AND ITS
AFFILIATES ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S
PUBLICATIONS™) MAY INCLUDE MOODY'S CURRENT OPINIONS OF THE RELATIVE
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT
MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT
ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK,
MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S
OPINIONS INCLUDED IN MOODY"S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT
OR HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT
CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS
AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO
PURCHASE, SELL, CR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR
MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY
PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS AND PUBLISHES
MCODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH
INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT
LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED,
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR
ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT.
All information contained herein is obtained by MOODY'S from sources believed by it to be
accurate and reliable. Because of the possibility of human or mechanical error as well as other
factors, however, all information contained herein is provided "AS 18" without warranty of any kind.
MOODY'S adopts all necessary measures so that the information it uses in assigning a credit
rating is of sufficient quality and from sources Moody's considers to be reliable, including, when
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in
every instance independently verify or validate information received in the rating process. Under
no circumstances shall MOODY'S have any liahility to any person or entity for (a) any loss or
damage in whole or in part caused by, resulting from, or relating to, any error (negligent or
otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employees or agents in connection with the procurement, collection,
compilation, analysis, interpretation, communication, publication or delivery of any such
information, or (b) any direct, indirect, special, consequential, compensatory or incidental
damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in
advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any,
constituting part of the information contained herein are, and must be construed solely as,
statements of opinion and not statements of fact or recommendations to purchase, sell or hold any
securities. Each user of the information contained herein must make its own study and evaluation
of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR
INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER,
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MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby
discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by MIS have, prior to
assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it
fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and
procedures to address the independence of MIS's ratings and rating processes. Information
regarding certain affiliations that may exist between directors of MCO and rated entities, and
between entities who hold ratings from MIS and have also publicly reported to the SEC an
ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the
heading “Shareholder Relations — Corporate Governance — Director and Shareholder Affiliation
Policy."

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service
Pty Limited ABN 61 003 398 657, which holds Australian Financial Services License no. 336969.
This document is intended to be provided only to "whaolesale clients” within the meaning of section
761G of the Corporations Act 2001. By continuing to access this document from within Australia,
you represent to MOODY'S that you are, or are accessing the document as a representative of, a
"wholesale client" and that neither you nor the entity you represent will directly or indirectly
disseminate this docurment or its contents to "retail clients" within the meaning of section 761G of
the Corporations Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's
Japan K.K. ("MJKK”) are MJKK's current opinions of the relative future credit risk of entities, credit
commitments, or debt or debt-like securities. In such a case, “MIS” in the foregoing statements
shall he deemed to be replaced with “MJKK”. MJKK is a wholly-owned credit rating agency
subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's Overseas Holdings
Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on
the equity securities of the issuer or any form of security that is available to retail investors. [t
would be dangerous for retail investors to make any investment decision based on this credit
rating. If in doubt you should contact your financial or other professional adviser.


http://www.moodvs.com
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A unit of American Efgctric Power KentuckyPower.com

RECEIVED

JAN 2§ 2012

PUBLIC SERVICE

January 20, 2012 COMMISSION

Jeff R. Derouen, Executive Director
Public Service Commission

P. O.Box 615

211 Sower Boulevard

Frankfort, Kentucky 40602

Attention: Jeff Shaw
RE: Monthly Environmental Surcharge Report
Dear Mr. Shaw,

Pursuant to KRS 278.183(3), Kentucky Power Company (Kentucky Power or KPCo)
files the original and two copies of its Environmental Surcharge Repozts for the month of
December 2011. In accordance with the Commission’s Oxders in the Environmental
Surcharge cases, Kentucky Power has included the calculation and supporting
documentation of the Environmental Surcharge Factor that will be billed for service on
and after January 31, 2012.

If there are any questions please contact me at 502-696-7010.
Lila P. Munsey

Manager, Regulatory Services
Enclosures
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ES FORM 1.00

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CALCULATION OF E{m) and SURCHARGE FACTOR
For the Expense Month of December 2011

CALCULATION OF E(m)

E(m) = CRR - BRR

LINE 1 HCRR from ES FORM 3.00 $4,788,967
LINE 2 }Brr from ES FORM 1.10 4,074,321 U
LINE 3 HE(m) (LINE 1-LINE2) $714,646
Kentucky Retail Jurisdictional Allocation Facior,
LINE 4 jfrom ES FORM 3.30, Schedule of Revenues, LINE 1 83.0%
LINE 5 HKY Retail E(m) (LINE 3 * LINE 4) $593,156
LINE 6 H(Over)/ Under Recovery Adjustment from ES FORM 3.30 ($122,928)
LINE 7 f#Net KY Retail E(m) (LINE 5 + LINE 6) $470,228
SURCHARGE FACTOR
LINE 8 {Net KY Retail E(m) {Line 7) $470,228
LINE 9 {KY Retail R{(m) from ES FORM 3.30 $50,620,415
Environmental Surcharge Factor for Expense Month
LINE 10 |[{Line 8/LINE9) 0.9289%
Effective Date for Billing: January 31, 2012
%
Submitted By y\/ /N )9 bt d ey
Title ; Manager Regulatory Servqces
Date Submitted : January 20, 2012

1l Case No. 2009-00459, dated June 28, 2010
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ESFORM 1.10
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
BASE PERIOD REVENUE REQUIREMENT
For the Expense Month of December 2011

MONTHLY BASE PERIOD REVENUE REQUIREMENT

i DBase Net

il Environmental
Billing Month Costs
JANUARY $3,891,163
FEBRUARY 3,590,810
MARCH 3,651,374
APRIL 3,647,040
MAY 3,822,590
JUNE 3,627,274
JULY 3,805,325
AUGUST 4,088,830
SEPTEMBER 3,740,010
OCTOBER 3,260,302
NOVEMBER ' ! 2,786,040
DECEMBER 4,074,321
TOTAL $44,185,079
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ES FORM 3.00

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT
For the Expense Month of December 2011

CALCULATION OF CURRENT PERIOD REVENUE REQUIREMENT

LINE
NO.

COMPONENTS

First Component: Associated with Big Sandy Plant
((RB KP(C)) (ROR KP(C)/12)) + OE KP(C)
=S FORM 3.10, Line 20

Second Component; Associated with Rockport Plant
[((RB IM(C)) (ROR IM(C)/12)) + OE IM(C)
ES FORM 3,20, Line 16
Third Component: Net Proceeds from Emission Allowances Sales
AS
1) 802 - EPA Auction Proceeds received during
Expense Month
2) 802 - Nef Gain or (Loss) from Allowance Sales,
in compliance with the AEP Interim Allowance
Agreement, received during Expense Month
Total Net Proceeds from SO2 Allowances
1) NOx - ERC Sales Proceeds, received during Expense Month
2) NOx - EPA Auction Proceeds, received during Expense Month

3) NOx - Net Gain or Loss from NOx Allowances Sales, received
during Expense Month

Total Net Proceeds from NOx Allowances
Total Net Gain or {(Loss) from Emission Allowance Sales

Total Gurrent Period Revenue Requirement, CRR Record
on ES FORM 1.00.

$4,740,073

$48,894

$0

$0
$0
$0
$0

$0

$4,788,967
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KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT
COSTS ASSOCIATED WITH BIG SANDY

For the Expense Month of December 2011

ESFORM 3.10

LINE
NO. COST COMPONENT
Return on Rate Base :
1 [uUtility Plant at Original Cost $191,327,652
2 }l.ess Accumulated Depreciation ($68,484.,814)
3 iless Accum. Def. Income Taxes ($38,920,099)
4 INet Utility Plant
5 [|S02 Emission Allowance [nventory from ES FORM 3.11
8 |ECR & NOx Emission Allowance Inventory from ES FORM 3.12 $158,405
7 |Cash Working Capital Allowance from £ES FORM 3.13, Line 13 $237,942
8 1Total Rale Base
9 !Weighted Average Cost of Capital - ES FORM 3.15 S
10 | Monthly Weighted Avg. Cost of Capital (8) / 12 .89%
11 [Monthly Retum of Rate Base (8) * (10) $902,136
Operating Expenses :
12 [Monthly Depreciation Expense $577,252
13 jMonthly Catalyst Amortization Expense $46,030
14 IMonthly Property Taxes $13,169
15 jMonthly Kenfucky Air Emissions Fee $31,701
Monthly Environmental AEP Pool Capacity Cosis
16 ffrom ES FORM 3.14, Page 1 of 11, Columnn 5, Line 10 $1,573,350
17 [Monthly 2003 Plan Non-Fuel O&M Expenses from £ES FORM 3.13 $758,145
18 §Monthly SO2 Emission Allowance Consumption $838,280
19 {Total Operating Expenses [Line 12 thru Line 18] $3,837,937
20 {Total Revenue Requirement - Big Sandy
Record on £ES FORM 3.00, Line 1 $4,74D,073
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ESFORM 3.11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
S02 EMISSIONS ALLOWANCE INVENTORY
For the Expense Month of December 2011
@ 3 ) [6))
Allowance Cumulative
Activity in Cumulative § Dollar Value Dollar Weighted
Month Balance of Activily Balance Average Cost
BEGINNING INVENTORY 754,608 $4,685,726 $6.209
Additions -
EPA Allowances o 474,169 $0 50 $0.000
Gavin Reallocation 0 94,744 $0 $0 $0.000
P & E Transfers In a 327,201 $0 $4,855,695 $14.840
Intercompany Purchases 41,774 109,405 || $12,341,570 § $33,456,375 $305.803
Other (LisD) 0 433,206 $0 | $67,152,857 $155.014
802 Emissions Allowance
Adjustment g 4,106 $0 ($1,700,882) ($414.267)
Withdrawals -
P & E Transfers Out 0 11,382 $0 $836,106 $73.459
Intercompany Sales 0 59,987 $0 $4,855,950 $80.950
Off - System Sales 0 303,050 $0 i $29,780,273 $98.269
S02 Emissions Allowance
Adjustment 0 0 $0 $0 $0.000
802 Emissions Allowances
Consumed By Kentucky Power - 1:1
(Year 2008 & Prior) 0 $0
502 Emissions Allowances
Consumed By Kentucky Power - 2:1
(Years 2010 to 2014) 8,326 690,441 $838,290 || $55,932,741 $81.010
ENDING INVENTORY - Record
Balance in Cofumn (4) on
ES FORM 3.10, Line 6 1,132,579 $17,044,601 $15.049
Expense Month Member Load Ratio for AEP/Kentucky Power 0.06598

Columns 1 and 2 ~

Record the number of allowances in any transaction (purchase, sale, transfer) which occurred
during the Expense Month. Mulliple transactions for a given category are to be shown as the
total aclivity for that category during the Expense Month. For each {ransaction shown in
Column 1, update the cumulative balance in Column 2.

Columns 3 and 4 -

For each transaction reflected in Cofumn 1, record the total dollars of the transaction.
Multiple transaction for a given category are to be shown as the total dollar amount for that
category during the Expense Month. For each transaction shown in Column 3, update the
cumulative dollar balance in Column 4. Include transactions that total zera dollars. Record
amounis in whole dollars.

Column 5 -

Compute the Weighted Average Cost by dividing the Cumulative Dollar Balance (Co. 4) by

the corresponding Cumulative Balance (Col. 2). Perform this calculation for the Beginning
Inventory, Ending Inventory and all additions and withdrawals made during the Expense Month.
The Weighted Average Cost should be carried out {o 3 decimal places.
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ESFORM 3.12A
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
SEASONAL NOx EMISSIONS ALLOWANCE INVENTORY

For the Expense Month of December 2011

M @) (3 (4 ®)
Allowance
Activity in CGumulative §Dolfar Value ofj Cumulative Weighted
Month Balance Activity Doliar Balance§ Average Cost
BEGINNING INVENTORY 0 30 $0.000
Additions -
EPA Allowances 0 37,003 $0 $0
P&E Transfers In 0 0 $0
Intercompany Purchases 0 0 30 $0 $0.000
Other (List) 0 0 $0 $0 $0.000
Withdrawals -
P & E Transfers Qut 0 30 $0 $0.000
Intercompany Sales 0 $0 $0 $0.000
Off - System Sales 2,425 $0 $0 $0.000
ERC Consumed By Kentucky Power 930 $0 $0.000
NOx Consumed By Kentucky Power 23,693 $0 $0.000
ENDING INVENTORY - Record Balanca in
Column (4) on ES FORM 3.10, Line 5 9,955 $0 $0.000

Columns1and 2~

Record the number of allowances in any transaction {purchase, sale, fransfer) which occurred
during the Expense Month. Multiple transactions for a given category are to be shown as the
fotal activity for that category during the Expense Month. For each transaction shown in
Column 1, update the cumulative balance in Column 2.

Columns 3 and 4 ~

For each transaction reflected in Column 1, record the total dollars of the transaction.
Muttiple transaction for a given category are to be shown as the fotal dolftar amount for that
category during the Expense Month. For each transaction shown in Column 3, update the
cumulative dollar balance In Column 4. Include transactions that total zero dollars. Record
amounts in whole dollars.

Column 5 -

Compute the Weighted Average Cost by dividing the Cumulative Dollar Balance (Co. 4) by

the corresponding Cumulative Balance (Col. 2). Perfornt this calcufation for the Beginning
Inventory, Ending Inventory and all additions and withdrawals made during the Expense Month.
The Weighted Average Cost should be carried out to 3 decimal places.

Note : For any sale or transfer of ERCs or NOx emission allowances, attach fo this report
documentation showing the currently available market prices for similar ERC or NOx allowances.

Total Early Reduction Credits (ERC) 930

Consumed: )

June 2004 420

July 2004 510
Total Consumed 930

Remaining Early Reduction Credits (ERC) 0
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ESFORM 3.12B
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
ANNUAL NOx EMISSIONS ALLOWANGE INVENTORY

For the Expense Month of December 2011

) 2) [©) ) 3
Allowance
Activity in Cumulative { Dollar Value off Cumulative Weighted
Monih Balance Activity Dollar Balance | Average Cost
BEGINNING INVENTORY 0 $0 $0.000
Additions -
EPA Allowances 0 44729 50 $0 $0.000
P&E Transfers In 0 0 50 $0 $0.000
Intercompany Purchases 0 0 30 $0 $0.000
External Purchases 0 3,480 $0 $2,023,690 $681.520
Other (List) 0 0 $0 $0 $0.000
Withdrawals -
P & E Transfers Out 0 0 %0 $0 #DIV/O!
Intercompany Sales 0 0 $0 $0 $0.000
Off - System Sales 0 0 $0 $0 $0.000
NOx Consumed By Kentucky Power 1,258 25,885 $262,209 $1,865,285 $72.060
ENDING INVENTORY - Record Balance in
Column (4) on ES FORM 3.10, Line 5 22,324 $158,405 $7.096

Columns 1 and 2 -

Record the number of allowances in any transaction (purchase, sale, fransfer) which occurred
during the Expense Month. Multiple fransactions for a given category are to be shown as the
total activity for that category during the Expense Month. For each transaction shown in
Column 1, update the cumulative batance in Column 2.

Columns 3 and 4 -

For each fransaction reflected in Column 1, record the total dollars of the {ransaction.
Multiple transaction for a given category are to be shown as the total dollar amount for that
category during the Expense Monih. For each transaction shown in Column 3, update the
cumulative doflar balance in Column 4. Include fransactions that tofal zero doflars. Record
amounts in whole dollars.

Column 5 -

Compute the Weighted Average Cost by dividing the Cumulative Dollar Batance (Co. 4) by

the corresponding Cumulative Balance (Col. 2), Perform this calculation for the Beginning
Inventory, Ending Inventory and alf additions and withdrawals made during the Expense Month.
The Weighted Average Cost should be carried out to 3 decimal places.
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ES FORM 3.13

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT

For the Expense Month of December 2011

N

Tom~No v

13

1997 Plan :
Monthly Kentucky Air Emissions Fee $31,701
Total Monthly AEP Pool
Environmental Capacity Costs $275,400
Monthly SO2 Allowance Consumption $838,290
Total 1997 Plan O&M Expenses $1,145,391
2003 Plan =
Monthly Varible Cladding at Big Sandy Unit 1 $0
Monthly Urea Consumption at Big Sandy Unit 2 $485,032
Monthly Catalyst Replacement at Big Sandy Unit 2 $0
Monthly ERC & NOx Allowance Consumpiion $262,209
Equipment - Associated Operating Expenses $2,167
Equipment - Associated Maintenance Expenses $8.737
Total 2003 Plan O&M Expenses $758,146
Total Monthly O&M Expenses $1,803,536
Cash Working Capital Allowance ( Line 12 X 1/8) $237,942

Total Cost at Line 11 is to be recorded on ES FORM 3.10, Line 7.
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Kenfucky Power Company
Environmental Equipment Operation and Maintenance Cosfs

December 2011
Outside Misc
Work Material Confract Other Total
Description Cosfs Labor Costs Costs
Ammonia on Demand (AOD) $2,389.00 $0.00 $0.00 $2,389.00
Hydrolizer (AOD) $2,280.00 $0.00 $0.00 $2,280.00
SCR Boiler Outlet Ductwork $0.00 $461.00 $0.00 $461.00
SCR Acoustic Homs $554.00 $0.00 ($195.00) $359.00
SCR NOX Monitoring $209.00 $0.00 $0.00 $209.00
Total SCR
December 2011
O & Wi Expense $5,432.00 $461.00 ($195.00) $5,698.00
Additional Operator Overtime During
The Ozone Season $0.00 $0.00 $0.00 $2,167.00
Emission Testing Required Under
Permit -
Operation $0.00 $0.00 $0.00 $0.00
Maintenance $3,039.00 $0.00 $0.00 $3,038.00

December 2011
0O & W Expenses Filed $10,904.00
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ES FORM 3.14
Page 1 of 11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REFPORT
CURRENT PERIOD REVENUE REQUIREMENT
AEP POOL MONTHLY ENVIRONMENTAL CAPACITY COSTS
For the Expense Month of December 2011
indiana
Ohio Michigan
Power Power
Company's Company's
Line Environmental Environmenial
No. Cost Component Cost to KPCo Cost fo KPCo Total
(1 @ &) 4) 5
Armos Unit No. 3 Environmental Cost to Kentucky Power “
1 (ESFORM 3.14, Page 3 of 11, Line 26) $247,350
Cardinal Unit No. 1 Environmental Cost to Kentucky Power
2 (ESFORM 3.14, Page 4 of 11, Line 24) $168,300
Gavin Plant Environmental Cost to Kentucky Power
3 (ESFORM 3.14, Page 5 of 11, Line 26) $581,400
Kammer Plant Environmental Cost to Kentucky Power
4 (ES FORM 3.14, Page 6 of 11, Line 20) $5,100
Mitchell Plant Environmental Cost to Kentucky Power
5 (ES FORM 3.14, Page 7 of 11, Line 23) $504,900
Muskingum River Plant Enviropimental Cost to Kentucky Power
6 (ES FORM 3.14, Page 8 of 11, Line 20) $48,450
Sporn Plant Environmental Cost to Kentucky Power
7 {(ESFORM 3.14, Page 9 of 11, Line 20) $10,200
Rockport Plant Environmental fo Kentucky Power
8 (ES FORM 3.14, Page 10 of 11, Column 5, Line 21) $2,550
Tanners Creek Plant
Environmental Cost to Kentucky Power
9 (ESFORM 3.14, Page 11 of 11, Line 20) $5,100
Total AEP Peol Monthly Environmental Capacily Costs
10 fo Kentucky Power $1,565,700 $7,650 $1,573,350

Note: Cost in Column 5, Line 10 is to be tecorded on ES FORM 3.10, Line 16.
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ES FORM 3,14
Page 2 of 11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
AEP POOL MONTHLY ENVIRONMENTAL CAPACITY COSTS
WORKING CAPITAL ONLY
For the Expense Month of December 2011
ndiana
Ohio Michigan
Power Power
Company's Company’s
(OPCo) (&)
Line Environmental  Environmental
No. Cost Component © Costto KPCo Costto KPCo Total
(1) 2 3 (4} (5}
Amos Unit No. 3 Envirommental Gost o Kentucky Power
1 (ES FORM 3.14, Page 3 of 11, Line 19) $360,717
Cardinal Unit No. 1 Environmental Cost to Kentucky Power
2 (ES FORM 3.14, Page 4 of 11, Line 17) $289,495
Gavin Plant Environmental Cost to Kentucky Power
3 (ES FORM 3.14, Page 5 of 11, Line 17) $6,850,170
Kammer Plant Environmental Cost to Kentucky Power
4 (ES FORM 3.14, Page 6 of 11, Line 10) $15,690
Mitchell Plant Environmental Cost to Kentucky Power
5 (ES FORM 3.14, Page 7 of 11, Line 16} $1,760,284
Muskingum River Plant Environmental Gost to Kentucky Power
6 (ES FORW 3.14, Page 8 of 11, Line 10) $197,607
Sporn Plant Environmental Cost fo iKentucky Power
7 (ES FORM 3.14, Page 9 of 11, Line 10) $13,207
Rockport Plant Environmental to Kentucky Power
8 (ES FORM 3.14, Page 10 of 11, Columns 3 & 6, Line 10) $15,625
Rockport Plant Environmental to Kentucky Power
9 (ES FORM 3.14, Page 10 of 11, Columns 4 & §, Line 10) 30
Tanners Creek Plant
Environmental Cost to Kentucky Power
10 (ES FORM 3.14, Page 11 of 11, Line 10) $15,625
11 Subiotal $9,627,170 $31,250
Steam Capacily By Gompany - |
12 OFCo (Column 3}/ &M (Column 4} (kw) 8,003,000 5,414,000
13  Environmental Base ($/hw) $1.19 $0.01
14 Company Sumplus Welighting 91.00% 9.00%
Portjon of Weighted Average Capacily Rate Attributed ’
15 to Environmental Fixed O&M Costs $1.08 $0.00
18 Kentucky Power Capacily Deficit (kw) 256,000 255,000
17 Fixed O&M Environmental Cost fo Kentucky Power $275,400 30 $275,400

Nofe: Cost in Cofumn 5, Line 17 is to be recorded ot ES FORM 3.13, Line 2.
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ES FORM 3.14
Page 3 of 11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
OHIO POWER COMPANY (OPCo) - AMOS PLANT UNIT NO. 3
For the Expense Month of December 2071
LINE

NO., COST AMOUNTS
1 JUtility Plant at Original Cost $600,434,141
2 HMember Primary Capacity Invesiment Rate (16.44% / 12) 1.37%
3 HETotal Rate Base $8,225,948
4 BOhio Power Company's Percentage Ownership - Environmental Investment 100.00%
5 HBOPCo's Share of Cost Associated with Amos Unit No. 3 (3) X 4) $8,225,948

Operations :
6 [iDisposal (5010000} $1,233
7 fUrea (5020002) $153,600
8 liTrona (5020003) $70,576
g [liLime Stone (5020004) $141,287
10 jAir Emission Fee $10,292
11 §Total Operations (Lines 6 thru 10) $376,997

Maintenance .
12 {SCR Maintenance (5120000) $271,098
13 4Scrubber (FGD) Maintenance (5120000} $57,005
14 [ Total Maintnenance (12) + (13) $328,103
15 §1/2 of Maintenance (14) * 50% $164,052
16 HFixed O&M (11) + (15) $541,049
17 HOhio Power Company's Percentage Ownership - O&\ Cost 66.67%
18 HOPCo's Share of O&W Cost Associated with Amos Unit No. 3 (18) X (17) $360,717

Total Revenue Requirement,
19 #Cost Associated with Amos Unit No. 3 (8) + (18) $8,586,665
20 [Ohio Power Company Steam Capacity (kw) 8,003,000
21 HAmos Unit No. 3 Environmental Rate ($/kw) $1.07
22 #Ohio Power Surplus Weighing 91.00%
23 HPortion of Weighted Average Capacily Rate

Attributed fo Amos Unit No. 3 SCR ($/kw) (21} * (22) $0.97

Amos Unit No. 3 Costs to Kentucky Power :
24 [ Amos Unit No. 3 Portion ($/kw) (23) $0.97
25 || Kentucky Power Capacity Deficit (kw) 255,000

Armos Unit No. 3 Environmental Cost to Kentucky Power (24) * (25)
26 H(ES FORM 3.14, Page 1 of 10, Line 1) $247,350
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ES FORM 3.14
Page 4 of 11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
OHIO POWER COMPANY (OPCo) - CARDINAL UNIT 1
For the Expense Month of December 2011
LINE
NO. COST AMOUNTS
1 Utility Plant at Original Cost $400,962,145
2 {Member Primary Capacity Investment Rate (16.44% / 12} 1.37%
3 [ Total Rate Base ' $5,453,181
Operations :
4 HDisposal (5010000) $20,706
5 Hlime (5020001) $0
6 Urea (56020002) $200
7 §Trona (5020003) $10,790
8 [Lime Stone (5020004) $188,341
9 {Air Emission Fee $8,622
10 [ Total Operations (Line 4 thru 8) $229,659
Maintenance :
11 HSCR Maintenance (5120000} $444
12 [ Scrubber (FGD) Maintenance (5120000) $119,228
13 BTotal Maintenance (13) + (14) $119,672
14§ 1/2 Maintenance (15) * 50% $59,836
15 fFixed O&M (12) + (16) $289,495
Total Revenue Requiremeni,
16 [l Cost Associated with Cardinal Unit No. 3 (3) + (17) $5,782,676
17 [ Ohio Power Company's Percentage Ownership 100.00%
18 HOPCo's Share of Cost Associated with Cardinal Unii No. 1 (18) X (19) $5,762,676
19 H§Ohio Power Company Steam Capacity (kw) 8,003,000
20 [{Cardinal Unit No. 1 ($/kw) $0.72
21 HOhio Power Surplus Weighing 91.00%
22 [{Portion of Weighted Average Capacity Rate
Attributed to Cardinal Unit No. 1 ($/kw) (22) X (23) $0.66
Cardinal Unit No. 1 Costs to Kentucky Power :
23 {Cardinal Unit No. 1 Portion (/kw} (24) $0.66
24 #Kentucky Power Gapacity Deficit (kw) 255,000
Cardinal Unit No. 1 Environmental Cost to Kentucky Power (25) * (26)
25 H(ES FORM 3.14, Page 1 of 10, Line 2) $168,300
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ES FORM 3.14
Page5of 11

KENTUCKY POWER COMPANY -~ ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT

OHIO POWER COMPANY (OPCo) - GAVIN PLANT (UNITS 1 & 2)

For the Expense Month of December 2011

LiNE
NO.

COST

AMOUNTS

©W~NG UL wWN =

—
- O

13
14
15
16

17
18
19
20
21
22
23

24
25

26

Utility Plant at Original Cost

Member Primary Capacity Investment Rate (16.44% / 12)
Total Rate Base

Operations :

Sludge Disposal (5010000)

Lime (5020001)

Urea (5020002)

Trona (5020003)

Lime Stone (5020004}

Air Emission Fee

Lease (5070005)

Total Operations (Lines 4 thru 10)

Maintenance :

SCR Maintenance (5120000}

Scrubber Maintenance (5120000)

Total Maintenance (12) + (13)

1/2 of Maintenance (13) * 50%

Fixed O&M (11) + (15)

Total Revenue Requirement,

Cost Associated with Gavin Plant (3} + (17)
Ohio Power Company's Percentage Ownership
OPCo's Share of Cost Associated with Gavin Plant (17) X (18)
Ohio Power Company Steam Capacity (kw)
Gavin Plant ($/kw)

Ohio Power Surplus Weighing

Portion of Weighted Average Capacity Rate
Atfributed to Gavin Plant ($/kw) (21) X (22)
Gavin Plant Costs to Kentucky Power :

Gavin Plant Portion ($/kw) (23)

Kentucky Power Capacity Deficit (kw)

| Gavin Plant Environmental Cost to Kentucky Power (24) * (25)

(ES FORM 3.14, Page 1 of 10, Line 3)

$964,148,720
1.37%
$13,208,837

$822,128
$3,625,177
$1,091,797
$619,699
$520
$34,947
$0
$6,194,268

$97,464
$1,294,338
$1,391,803
$695.902
$6.830.170

$20,089,007
100.00%
$20,099,007
8,003,000

$2.51
91.00%

$2.28

$2.28
255,000

$581,400
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ES FORM 3.14
Page 6 of 11

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
OHIO POWER COMPANY (OPCo) - KAMMER PLANT (UNITS 1,2 & 3)

For the Expense Month of December 2011

LINE
NO. COSsT AMOUNTS

1§ Utility Plant at Original Cost $8,451,624

2 dMember Primary Capacity Invesiment Rate (16.44% / 12) 1.37%

3 gTotal Rate Base $115,787
Operations :

4 HUrea (5020002) $0

5 §Trona (5020003) $0

6 {AIir Emission Fee 315,690

7 H#Total Operations (4) + (5) + (6) $15,680
Maintenance :

8 HSCR Maintenance (5120000) $0

g H§1/2 of Maintenance (8) * 50% 30

10 HFixed O&M (7) + (9) $15,690
Total Revenue Requirement,

11 HCost Associated with Kammer Plant (3) + (10) $131.477

12 Ohio Power Company's Percentage Ownership 100.00%

13 [ OPCo's Share of Cost Associated with Kammer Plant (11) X (12) $131,477

14 Ohio Power Company Steam Capacity (kw) 8,003,000

15 §Kammer Plant ($/lw) $0.02

16 § Ohio Power Surplus Weighing 91.00%

17 HPortion of Weighted Average Capacily Rate
Attributed fo Kammer Plant ($7kw) (15) X (16) $0.02
Kammer Plant Costs to Kentucky Power :

18 | Kammer Plant Portion ($/low) (17) $0.02

19} Kentucky Power Capacity Deficit (kw) 255,000
Kammer Plant Environmental Cost to Kentucky Power (18) * (19)

20 ||(ES FORM 3.14, Page 1 of 10, Line 4) $5,100
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ES FORM 3.14
Page 7 of 11

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
OHIC POWER COMPANY (OPCo) - MITCHELL PLANT (UNITS 1 & 2)

For the Expense Month of December 2011

[INE

NO. COST AMOUNTS

1 QUtility Plant at Original Cost $1,143,093,101

2 HMember Primary Capacity Investment Rate (16.44% / 12) 1.37%

3 {Total Rate Base $15,660,375
Operations :

4 Disposal (5010000) $4,804

5 #Urea (5020002) $651,904

6 #Trona (5020003) $108,808

7 fLime Stone (5020004) $798,261

8 j{Air Emission Fee 312,128

9 HTotal Operations (Lines 4 thru 8) $1,575,905
Maintenance :

10 # SCR Maintenance (5120000) $2,721

11 RFDG (5120000) $366,038

12 1 1/2 of Maintenance (10 + 11) ¥ 50% $184,379

13 §Fixed O&M (9) + (12) $1.760,284
Total Revenue Requirement,

14 W Cost Associated with Mitchell Plant (3) + (13) $17.420,659

15 #Ohio Power Company's Percentage Ownership 100.00%

16 HOPCo's Share of Cost Associated with Mitchell Plant (14) X (15) $17,420,659

17 HOhio Power Company Steam Capacity (kw) 8,003,000

18 §Mitchell Plant {($/lw) $2.18

19} Ohio Power Surplus Weighing 91.00%

20 HPortion of Weighted Average Capacily Rate
Attributed to Mitchell Plant ($/kw) (18) X (19) $1.98
Mitchell Plant Costs fo iKentucky Power :

21 BMitchell Plant Portion ($/kw) (20) $1.98

22 HKentucky Power Capacity Deficit (kw) 255,000
Mitchell Plant Environmental Cost to Kentucky Power (21) * (22)

23 |(ES FORM 3.14, Page 1 of 10, Line 5) $504,900
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ES FORM 3.14
Page 8 of 11

KENTUCKY POWER COMPANY - ENVIRONMENTAL. SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT

OHIO POWER COMPANY (OPCo) - MUSKINGUM RIVER PLANT (UNITS 1, 2, 3,4 & 5)

For the Expense Month of December 2011

LINE
NO. COSsT AMOUNTS
1 Utility Plant at Original Cost $108,672,817
2§ Member Primary Capacily Investment Rate (16.44% / 12) 1.37%
3 {Total Rale Base $1,488,818
Operations :
4 HUrea (5020002) $158,040
5 [ Trona (5020003) $0
6 HAIr Emission Fee $34,561
7 HTotal Operations (4) + (5) + () $192,601
Maintenance :
8 HSCR Maintenance (5120000) $10,011
9 i 1/2 of Maintenance (8) * 50% 35.006
10 {Fixed O&M (7) + (9) $197,607
Total Revenue Requirement,
11 B Cost Associated with Muskingum Plant (3) + (10) $1.686.425
12 [ Ohio Power Company's Percentage Ownership 100.00%
13 HOPCo's Share of Cost Associated with Muskinguim Plant (11) X (12) $1,686,425
14§ Qhio Power Company Steam Capacity (kw) 8,003,000
15 i Muskingum Plant ($/kw) $0.21
16 B Qhio Power Surplus Weighing 91.00%
17 i Portion of Weighted Average Capacity Rate
Attributed to Muskingum Plant ($/low) (15) X (16) $0.19
Muskingum Plant Costs to Kentucky Power :
18  H§Muskingum Plant Portion ($/kw) (17) $0.19
19} Kentucky Power Capacity Deficit (kw) 255,000
Muskingum Plant Environmental Cost fo Kentucky Power (18) * (19)
20 H(ES FORM 3.14, Page 1 of 10, Line 6) $48,450
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ES FORM 3.14
Page 9 of 11

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT

OHIO POWER COMPANY (OPCo) - SPORN PLANT (UNITS 2, 3,4 & 5)

For the Expense Month of December 2011

LINE
NO. COST AMOUNTS
1 {Utility Plant at Original Cost $20,310,295
2 HMember Primary Capacity Investment Rate (16.44% / 12) 1.37%
3 HTotal Rate Base $278,251
Operations :
4 HUrea (5020002) $0
5 {Trona (5020003) 30
6 HAIr Emission Fee $13,207
7 HTotal Operations (4) + (58) + (6) $13,207
Maintenance :
8 I SCR Maintenance (5120000) %0
9 |11/2 of Maintenance (8) * 50% 30
10 HFixed Q&M (7) + (9) $13,207
Total Revenue Requirement,
11 { Cost Associated with Sporn Plant (3) + (10} $291.458
12 HOhio Power Company's Percentage Ownership 100.00%
13 JOPCo's Share of Cost Associated with Sporn Plant (11) X (12) $291,458
14§ Ohio Power Company Steam Capacity (kw) 8,003,000
15 B Sporn Plant ($/kw) $0.04
16§ Ohio Power Surplus Weighing 91.00%
17 1§ Portion of Weighted Average Capacity Rate
Affributed to Sporn Plant ($/kw) (15) X (16) $0.04
Sporn Plant Costs to Kentucky Power :
18 #SpomGavin Plant Portion ($/kw} (17) $0.04
19 HKentucky Power Capacity Deficlt (kw) 255,000
Sporn Plant Environmental Cost to Kenfucky Power (18) * (18)
20 H(ES FORM 3.14, Page 1 of 10, Line 7} $10,200
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ES FORM 3.14
Page 11 of 11

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
INDIANA MICHGAN POWER COMPANY (1&M) - TANNERS CREEK (UNITS 1,2, 3 & 4)

For the Expense Month of December 2011

LINE

NO. COST AMOUNTS

1 @ Utility Plant at Original Cost $08,457,579

2l Member Primary Capacity Investment Rate (16.44% / 12) 1.37%

3 {Tofal Rate Base $1,348,869
Operations :

4 fUrea (5020002) $0

5 | Trona (5020003) 30

6 HAIr Emission Fee 315,625

7 HTotal Operations (4) + (8) + (6) $15,625
Maintenance :

8 | SCR Maintenance (6120000} 30

9 i 1/2 of Maintenance (8) * 50% 30

10 {jFixed O&M (7) + (9) $15,625
Total Revenue Requirement,

11 [{Cosi Associated with Tanners Creek Plant (3) + (10) $1,364,494

12 {{Indiana Michigan Power Company's Percentage Ownership 100.00%

13 {1&M's Share of Cost Associated with Tanners Creek Plant (11) X (12) $1,264,494

14 JlIndiana Michigan Power Company Steam Capacity {lw) 5,414,000

15 | Tanners Creek Plant ($/kw) $0.25

16 fiIndiana Michigan Power Surplus Weighing 9.00%

17 | Portion of Weighted Average Capacity Rate
Attributed to Rockport Plant ($/kw) (15} X (16) $0.02
Tanners Creek Plant Costs to Kentucky Power :

18 |} Tanners Creek Plant Portion ($/kw) (17) $0.02

19 {Kentucky Power Capacity Deficit (lw) 265,000
Tanners Creek Plant Environmental Cost to Kentucky Power (18) * (19)

20 ||(ES FORM 3.14, Page 1 of 10, Line 8) $5,100
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ES FORM 3.15
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
BIG SANDY PLANT COST OF CAPITAL

For the Expense Month of December 2011

LINE Cap. Cost WACC WACC
NO.§ Component Balances Structure Rafes (Net of Tax) GRCF (PRE-TAX)
As of
413012010
1 LT DREBT $550,000,000 51.841% 5.48% 3.37% 3.37%
2 [S/TDERT $0 0.000% 0.83% 0.00% 0.00%
ACCTS REC
3 {FINANCING $43,588,933 4.118% 1.22% 0.05% 0.05%
4 |CEQUITY $465,314,088 43.543% 10.50%} 1/ 481% 1.5762 § 2/ 727%
5 JTOTAL $1,058,803,021 100.000% 8.03% 10.69%

1/ JWACC = Weighted Average Cost of Capital
Rale of Retum on Common Equity per Case No. 2010 - 00020

21 {Gross Revenue Conversion Factor (GRCF) Caleulation:
Case No. 2010 - D0020 dated - April 29, 2010

1 JOPERATING REVENUE 1060.0000
2 JUNCOLLECTIBLE ACCOUNTS EXPENSE (0.24%) 0.2400
3 |Kentucky Public Service Commission Assessment {0.15%) 0.1500
4 ISTATE TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 89.610D
5 [STATE INCOME TAX EXPENSE, NET OF 189 DEDUCTION (SEE BELOW) 5.6384
6 |FEDERAL TAXABLE PRODUCTION INCOME BEFORE 198 DEDUCTION 93.9716
7 ]199 DEDUCTION PHASE-IN 5.6372
B |FEDERAL TAXABLE PRODUCTION INCOME 88.3344
9 |FEDERAL INCOME TAX EXPENSE AFTER 199 DEDUCTION (35%) 30.9171
10 [AFTER-TAX PRODUCTION INCOME 574173
11 ]GROSS-UP FACTOR FOR PROBUCTION INCOME:

12 AFTER-TAX PRODUCTION INCOME 574173
13 199 DEDUCTION PHASE-IN, 56372
14 UNCOLLECTIBLE ACCOUNTS EXPENSE 0.2400
15 Ientucky Public Service Commission Assessment (0.15%) 0.1500
18 |TOTAL GROSS-UP FACTOR FOR PRODUCTION INCOME (ROUNDED) $3.4445
17 |BLENDED FEDERAL AND STATE TAX RATE:

18 FEDERAL (LINE 8} 309171
18 STATE (LINE 4) 56384
20 |BLENDED TAX RATE 36.5555
21 |GROSS REVENUE CONVERSION FACTOR (100.0000 / Line 14) 1.5762

STATE INCOME TAX CALCULATION:

1 PRE-TAX PRODUCTION INCOME 100.0000
2 COLLECTIBLE ACCOUNTS EXPENSE (0.24%) 0.2400
3 Kenlucky Public Service Commission Assessment (0.15%) 0.1500
4 STATE TAXABLE PRODUCTION INCOME BEFORE 159 DEDUCTION 99.6100
3 LESS: STATE 198 DEDUCTION 5.6372
6 STATE TAXABLE PRODUCTION INCOME BEFORE 193 DEDUCTION 93.8728
7 STATE INCOME TAX RATEE 6.0000
8 STATE INCOME TAX EXPENSE (LINE 5 X LINE 8) 5,6384

The WACC (PRE - TAX) value on Line 5 is to be recorded on ES FORM 3.10, Line 9.
Weighled Average Cost of Captiat Balances As of 4/30/2010 based on Case No. 2010-00318, dated Seplember 7, 2010,
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ES FORM 3.21
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
ROCKPORT UNIT POWER AGREEMENT COST OF CAPITAL
For the Expense Month of December 2011
LINE Cap. Cost WACC WAGCC
NO. Component Balances Structures Rates {NET OF TAX) GRCF (PRE - TAX)
As of
1213112011
1 LT DEBT 66,487,612 41.2382% 5.3515% 2.2069% 2.2069%
2 SIT DEBT 20,027,220 12.4216% 0.4736% 0.0588% 0.0588%
CAPITALIZATION
3 OFFSETS 0 0.0000% 4.2223% 0.0000% 0.0000%
4 DEBT
5 G EQUITY 74,713,431 46.3402% 12.1600%§ 1/ 5.6350%f 1.681379 |2/ 9.4746%
6 TOTAL 161,228,263 100.0000% 7.9007% 11.7403%
WACC = Weighted Average Cost of Capital
1/ Cost Rates per the Provisions of the Rockport Unit Power Agreement
2/ Gross Revenue Conversion Factor {(GRCF) Calculation:
1 OPERATING REVENUE 100.00
2 LESS: INDIANA ADJUSTED GROSS INCOME
3 (LINE 1 X .085) 8.500
4 INCOME BEFORE FED INC TAX 91.500
5 LESS: FEDERAL INCOME TAX
6 (LINE 4 X .35) 32.025
7 OPERATING INCOME PERCENTAGE 59.475
8 GROSS REVENUE CONVERSION
9 FAGTOR (100% /LINE7) 1.681379

The WACC (PRE - TAX) value on Line G is {o be recorded on ES FORM 3.20, Line 5.
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ES FORM 3.30
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
MONTHLY REVENUES, JURISDICTIONAL ALLOCATION FACTOR,
and OVER/(UNDER) RECOVERY ADJUSTMENT
For the Expense Month of December 2011

SCHEDULE OF MONTHLY REVENUES

Line Percentage of Total
No. Description Monthly Revenues Revenues
1 iKentucky Retall Revenues $50,620,415 83.0%
2 IFERC Wholesale Revenues $524,598 0.9%
3 [Associated Utilities Revenues $5,272,444 8.6%
4 [ Non-Assoc. Utilities Revenues $4,557,585 7.5%
5 | Total Revenues for Surcharges Purposes $60,975,042 100.0%
6 |Non-Physical Revenues for Month (3121,093)
7 |Total Revenues for Month $60,853,949

The Kentucky Refail Monthly Revenues and Percentage of Total Revenues (Line 1) are
to be recorded on ES FORM 1.00, Lines 9 and 4. The Percentage of Kentucky Retall
Revenues fo the Total Revenues for the Expense Month will be the Kentucky Retail
Jurisdictional Allocation Factor.

OVER/(UNDER) RECOVERY ADJUSTMENT

Line

No. Description Amounts
1 BKentucky Refail Surcharge Factor for October 2011 1.0410%
2 BKentucky Retail Revenues for Current Expense Month $50,094,428
3 [Surcharge Collected (1) * (2) ——~$521:Zt.3”3“
4 #Surcharge Amount To Be Collected $398,555
5 HOver f (Under) Recovery (3) - (4) = (5) g1£;§g

The Over/(Under) Recovery amount is to be recorded on ES FORM 1.00, LINE 6.

NOTE : The sign on LINE 5 of ES FORM 3.30 will be changed on LINE 6 of ES FORM 1.00
in order to properly adjust the collection of the current month's expense.
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tientuelty Power
101A Enterprise Drive

P 0 Box5140

Frankfort, KY 40802-5150

A upit of American Electric Power KentuclyPower.com

February 20, 2012 HE@ E IVE D

Jeff R. Derouen, Executive Director FER

Public Service Commission 20 2012

P. 0. Box 615 PUBLIC

211 Sower Boulevard Co MMS%;%I\CE

Frankfort, Kentucky 40602

Attention: Jeff Shaw

RE: Monthly Environmental Surcharge Report
Dear Mr. Shaw,

Pursuant to KRS 278.183(3), Kentucky Power Company (Kentucky Power or KPCo)
files the original and two copies of its Environmental Surcharge Reports for the month of
January 2012. In accordance with the Commission’s Orders in the Environmental
Surcharge cases, Kentucky Power has included the calculation and supporting
documentation of the Envirommental Surcharge Factor that will be billed for service on
and after February 29, 2012.

If there are any queétions please contact me at 502-696-7010.

% leo ) ww/&%g
Lila P. Munsey

Manager, Repulatory Services
Enclosures
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ES FORM 1.00

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CALCULATION OF E(m) and SURCHARGE FACTOR
For the Expense Month of January 2012

CALCULATION OF E(m)
E(m) = CRR -BRR
LINE 1 JCRR from ES FORM 3.00 $3,263,816
LINE 2 HBrmfrom ES FORM 1.10 3,981,163 ) U
LINE 3 1 E(m) (LINE 1 - LINE 2) ($727,347)
Kentucky Retail Jurisdictional Allocation Factor,
LINE 4 Hfrom ES FORM 3.30, Schedule of Revenues, LINE 1 88.6%
LINE 5 HKY Retfall E(m) (LINE 3 * LINE 4) : ($644,429)
LINE 6 H(Over)/Under Recovery Adjustment from ES FORM 3.30 ($105,459)
LINE 7 HNetKY Retail E(m) (LINE 5 + LINE 6) ($749,888)
SURCHARGE FACTOR
LINE 8 [NetKY Retail E(m) (Line 7) ($745,888)
LINE 9 {KY Retail R{m) from ES FORM 3.30 $55,884,283
Environmental Surcharge Factor for Expense Month
LINE 10 H(Line 8/LINE 9) -1.3419%

Effective Date for Billing: February 29, 2012

Submitted By : //‘gé ) O ./)77/0//,»«,@/
’ (

Title : Manager Regulatery Services

Date Submitfed : February 20, 2012

1 Case No. 2009-00458, datec June 28, 2010
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KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

BASE PERIOD REVENUE REQUIREMENT
For the Expense Month of January 2012

MONTHLY BASE PERIOD REVENUE REQUIREMENT

ESFORM 1.10

Base Net
Environmental
Billing Month Costs
153

JANUARY $3,991,183
FEBRUARY 3,580,810
MARCH 3,651,374
APRIL. 3,647,040
MAY 3,922,580
JUNE 3,627,274
JULY 3,805,325
AUGUST 4,088,830
SEPTEMBER 3,740,010
OCTOBER 3,260,302
NOVEMBER ! 2,786,040
DECEMBER 4,074,321

TOTAL

$44,185,079
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ESFORM 3.00

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT
For the Expense Month of January 2012

CALCULATION OF CURRENT PERIOD REVENUE REQUIREMENT

LINE §

NO.

COMPONENTS

w

First Compoenent: Associated with Big Sandy Plant
((RB KP(C)) (ROR KP(C)/12)) + OE KP(C)
ES FORM 3.106, Line 20

1Second Component: Associated with Rockport Plant
[((RB IM(C)) (ROR IM(C)/12)) + OE IM(C)
ES FORM 3.20, Line 16

Thivd Component: Net Proceeds from Emission Allowances Sales
AS
1) 802 - EPA Auction Proceeds received during
Expense Month
2) 802 - Net Gain or (Loss) from Allowance Sales,
in compliance with the AEP Interim Allowance
Agreement, received during Expense Month
Total Net Praceeds from SO2 Allowances
1) NOx - ERC Sales Proceeds, received during Expense Month
2y NOx - EPA Auction Proceeds, received during Expense Month

3) NOx - Net Gain or Loss from NOx Allowances Sales, recelved
during Expense Month

Total Net Proceeds from NOx Allowances
1 Total Net Gain or (Loss) from Emission Allowance Sales

i Tolal Current Period Revenue Regquirement, CRR Record
: on ES FORM 1.00.

$3,219,091

$44,725

$0

$3,263,816
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KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT
COSTS ASSOCIATED WITH BIG SANDY

For the Expense Month of January 2012

ES FORM 3.10

LINE
NO. COST COMPONENT
Return on Rate Base :
1 JUtility Plant at Original Cost $191,452,443
2 {Less Accumulated Depreciation ($69,108,096)
3 {Less Accum. Def. Income Taxes ($38,700,903)
4 [Net Uiility Plant .
5 [S02 Emission Allowance Inventory from ES FORM 3.11 $12,848,207
6 JECR & NOx Emission Allowance Inventory from ES FORM 3,12 $176.685
7 | Cash Working Capital Allowance from ES FORM 3.13, Line 13 $130,663
8 [ 7ofal Rate Base $96,898,989
9  |Weighted Average Cost of Capital - ES FORM 3.15 o
10 | Monthly Weighted Avg. Cost of Capital (8) /12 0.85%
11 fMonthly Return of Rate Base (8) ™ (10} $862,401
Operating Expenses :
12 [Monthly Depreciation Expense $577,252
13 [Monthly Catalyst Amortization Expense $46,030
14 jMonthly Property Taxes $13,322
15 | Monthly Kentucky Air Emissions Fees $10,627
Monthly Environmental AEP Pool Capacity Costs
16 {from ES FORM 3.14, Page 1 of 11, Column 5, Line 10 $806,043
17 {Monthly 2003 Plan Non-Fuel O&M Expenses from ES FORM 3.13 $210,120
18 IMonihly SO2 Emission Allowance Consumpiion $603,396
19 jTotal Operating Expenses [Line 12 thru Line 18] $2,356.690
20 | Total Revenue Requirement - Big Sandy
Record on £ES FORM 3.00, Line 1 $3,210,091
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Expense Month Member Load Ratio for AEP/Kentucky Power

ES FORM 3.11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
S02 EMISSIONS ALLOWANCE INVENTORY
For the Expense Month of January 2012
n 2 3 ) &
Allowance Cumulafive
Activity in Gumulative |} Dollar Value Dollar Weighted
Month Balance of Activity Balance Average Cost
BEGINNING INVENTORY 754,608 $4.,685,726 $6.209
Additions -
EPA Allowances 0 474,169 %0 $0 $0.000
Gavin Reallocafion 0 94,744 $0 30 $0.000
P & E Transfers In 0 327,201 $0 $4,855,695 $14.840
Intercompany Purchases 0 109,405 $D § $33,456,375 $305.803
Other (List) 0 433,208 $0 4 $67,152,857 $155.014
502 Emissions Allowance
Adjustment 3,664 13,670 ($3,402,888)1  ($5,103,980) ($373.371)
Withdrawals -
P & E Transfers Out 0 11,382 $0 $836,106 $73.459
Intercompany Sales 0 59,887 $0 $4,855,950 $80.950
Off - System Sales 0 303,050 $0 1 $29,780,273 $98.269
S02 Emissions Allowance
Adjustment D 0 $0 $0 $0.000
S02 Emissions Allowances ‘
Consumed By Kentucky Power - 1:1
(Year 2009 & Prior) 622 $345,324
S02 Emissions Allowances
Consumedl By Kentucky Power - 2:1
(Years 2010 fo 2014) 695,531 $348,072 || $56,626,137 | $81.414
ENDING INVENTORY - Record EEI S ‘
Balance in Column (4) on
ES FORM 3,10, Line 5 1,137,053 $12,248,207 $11.388
0.08407

Columns 1 and 2 -

Record the number of allowances in any ransaction (purchase, sale, transfer) which occurred
during the Expense Month, Multiple ransactions for a given category are fo be shown as the
total activity for that category during the Expense Month. For each fransaction shown in
Column 1, update the cumulative balance in Column 2.

Cotumns 3 and 4 -

For each fransaction reflected in Column 1, record the tofal dollars of the transaction.
Multiple transaciion for a given category ave {o be shown as the tfotal dolfar amount for that
category during the Expense Month. For each fransaction shown in Column 3, update the
cumulative dollar balance in Column 4. Include {ransactions that total zero dollars. Record

amounts in whole dollars.

Column 5 -

Compute the Weighted Average Cost by dividing the Cumulative Dollar Balance (Co. 4) by
the corresponding Cumulative Balance (Col. 2). Perform this calculation for the Beginning
Inveniary, Ending Inventory and all additions and withdrawals made during the Expense Month.
The Weighted Average Cost should be carded out {o 3 decimal places.
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KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT

SEASONAL NOx EMISSIONS ALLDWANCE INVENTORY

For the Expense Month of January 2012

ESFORM 3.12A

(1) {2) & [©) {5)
Allowance
Activity in Cumulative j{Dollar Value offf Cumulative Weighied
WMonth Balance Activity Dollar Balancell Average Cost
BEGINNING INVENTORY 0 $0 $0.000
Additions -
EPA Allowances 45 37,048 $0 $0
P&E Transfers In 0 0 $0
Intercompany Purchases 0 0 $0 $0 $0.000
Other (List) 0 0 $0 $0 $0.000
Withdrawals -
P & E Transfers Out 0 0 $0 $0 $0.000
Intetcompany Sales 0 0 $0 $0 $0.000
Off - System Sales 0 2,425 $0 $0 $0.000
ERC Consumed By Kentucky Power 0 930 $0 $0 $0.000
NOx Consumed By Kentucky Power 0} 23,603 ! 30 $0.000
ENDING INVENTORY ~ Record Balance in
Column (4} on ES FORM 3.10, Line & 10,000 $0 $0.000

Columns 1and 2 -

Record the number of allowances in any Iransaciion (purchase, sale, transfer) which occurved
during the Expense Month. Multiple transactions for a given category are fo be shown as the
total activity for that category during the Expense Month. For each transaction shown in

Column 1, update the cumulative balance in Column 2.

Columns 3 and 4 -

For each transaction reflected in Column 1, record the total dollars of the fransaction.
Multiple transaction for a given calegory are to be shown as the total dolflar amount for that
category during the Expense Month. For each transaction shown in Column 3, update the
cumulative dollar balance in Column 4. Include transactions that total zero dollars. Record

amounts in whole dollars.

Columin 4 -

Gompute the Weighted Average Cost by dividing the Cumulative Dollar Balance (Co. 4) by
the cotresponding Cumulative Balance (Col. 2). Perform this calcutation for the Beginning
Inventory, Ending Inventory and all additions and wiihdrawals made during the Expense Month.
The Weighted Average Cost should be carried out to 3 decimal places.

Nofe: Forany sale or fransfer of ERCs or NOx emission allowances, attach to this report
documentation showing the currently available market prices for similar ERC or NOx allowances.

Total Early Reduction Credits (ERC)
Consumed:

June 2004

July 2004

Total Consumed

Rermaining Early Reduction Credits (ERC)

930

420
510

930

0
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ES FORM 3.128
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
ANNUAL NOx EMISSIONS ALLOWANCE INVENTORY

For the Expense Month of January 2012

[§)] ; ) &) @ (5}
Allowance
Activity in Curnulative § Dollar Value offl Cumulative Weighted
Month Balance Activity Dollar Balance}j Average Cost
BEGINNING INVENTORY 1 0 $0 $0.000
Additions - i
EPA Allowances 0 24,729 $0 $0 $0.000
P&E Transfers In 04 0 $0 | %0 $0.000
Intercompany Purchases h} 0 $0 § $0 $0.000
BEdernal Purchases 500 f 3,980 $33,750 §  $2,057,440 $516.945
Other (List) 0 0 $0 %0 $0.000
NOx Emissions Allowance ;
Adjustrment [ 6)4 ® (51,905) ($1,905) $317.500
Withdrawals -
P & E Transfers Out 0 $0 $0 $0.000
Infercompany Sales 0 $0 $0 $0.000
Off - System Sales 0 $0 %0 $0.000
NOx Consumed By Kentucky Power 26,454 $13,565 $1,878,850 $71.023
ENDING INVENTORY - Record Balance in f
Column (4) on ES FORM 3.10, Line 5 22,249 i $176,685 $7.941

Columns § and 2 -

Record the number of allowances in any transaction (purchase, sale, fransfer) which occurred
during the Expense Month. Multiple transactions for a given category are to be sfiown as the
total activity for that category during the Expense Month. For each fransaction shown in
Column 1, update the cumulative balanece in Column 2.

Columms 3and 4 -

For each transaction reflected in Column 1, record ihe fotal dollars of the transaction.
Multiple transaction for a given category are to be shown as the iotal dolfar amount for that
category during the Expense Month. For each fransaction shown in Column 3, update the
cumulative dollar balance in Column 4. [nelude transactions that total zero doflars. Record
amounts in whole dollars.

Colurmnn 5 -

Compute the Weighted Average Cost by dividing the Cumulative Dollar Balance (Co. 4) by

the corresponding Cumulative Balance (Col. 2). Perfonm this calculation for the Beginning
Inventory, Ending Inventory and all additions and withdrawals made during the Expense Month.
The Weighted Average Cost should be canied out to 3 decimal places.
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ES FORM 3.13

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT

For the Expense Month of January 2012

BN

— h
TSoe~Noa

1997 Plan :
Monthly Kentucky Air Emissions Fee $10,527
Total Monthly AEP Pool
Environmental Capacity Costs $131,264
Monthly SO2 Allowance Consumptioh $693,396
Total 1897 Plan O&M Expenses $835,187
2063 Plan :
Monthly Varible Cladding at Big Sandy Unit 1 $0
HMonthly Urea Consumnption at Big Sandy Unit 2 $151,862
Monthly Catalyst Replacement at Big Sandy Unit 2 30
Monthly ERC & NOx Allowance Consumption $13,565
Eguipment - Associated Operating Expenses $2,745
1 Equipmant - Associated Maintenance Expenses $41.858
' Total 2003 Plan O8M Expenses $210,120
Total Monthly O&M Expenses $1.045,307
Cash Working Capitaf Allowance ( Line 12 X 1/8) $130,663

Total Cost at Line 11 is to be recorded on ES FORM 3.10, Line 7.




Work
Description

Ammonia on Demand (AOD)
Hydrolyzer
SCR Acoustic Homs
SCR Amimonia on Demand (AOD)
SCR Booster Fan

Tofal SCR

January 2012
0 & W Expense

Additional Operator Overtime During
The Ozone Season

Emission Testing Required Under
Permit -
Operation
Maintenance

Januasy 2012
O & il Expenses Filed

Kentucky Power Company
Environmental Equipment Operation and Maintenance Costs

Januvary 2012
Quiside
Material Contract
Costs Labor

%301.00 $0.00
($2,000.00) $922.64
$1,000.00 $0.00
$215.66 $0.00
$34,370.88 $0.00
$34,487.54 $922.64
$0.00 $0.00
$0.00 $0.00
$6,447.75 $0.00

KPSC Case No. 2011-00401

KIUC's First Set of Data Requests
Supplemental Response to ltem No. 41
March 9, 2012

Attachment 2

Page 10 of 25

Misc

Othey Total

Cosis Costs
$0.00 $901.00
$0.00 ($1,077.36)
$0.00 $1,000.00
$0.00 $215.66
$0.00 $34,370.88
$0.00 $35,410.18
$0.00 $2,745.28
$0.00 $0.00
$0.00 $6,447.75

$44,603.21
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ES FORM 3.14

Page 1 of 11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
AEP POOL MONTHLY ENVIRONMENTAL CAPAGITY COSTS
For the Expense Month of January 2012
Indiana
Ohio Michigan
Power Power
Company's Company's
Line Envirommental Environmental
No. Cast Component Costto KPCo Cost to KPCo Total
(1) @ ©) @ )
Amaos Unit No. 3 Environmental Cost to Kentucky Power
1 (ES FORM 3.14, Page 3 of 11, Line 26) %137 417
Cardinal Unit No. 1 Environmental Cost to Kentucky Power
2 (ES FORM 3.14, Page 4 of 11, Line 24} $82,040
Gavin Plant Environmental Cost to Kentucky Power
3 (ES FORM 3.14, Page 5 of 11, Line 26} $295,344
Kammer Plant Environmental Cost to Kentucky Power
4 (ES FORM 3.14, Page 6 of 11, Line 20) $2,051
Mitchell Plant Environimentat Cost to Kentucky Power
5 (FS FORM 3.14, Page 7 of 11, Line 23) $256,375
Muskingtim River Plant Environimental Cost to Kentucky Power
6 (ESFORM 3.14, Page 8 of 11, Line 20) $24.612
Spom Plant Environmental Cost ta Kentucky Power
7 (ES FORM 3.14, Page 9 of 11, Line 20) $4,102
Rockport Plant Environmental to Kentucky Power
8 (ESFORM 3.14, Page 10 of 11, Column 5, Line 21) $0
Tanners Creek Plant
Environmental Cost to Kentucky Power
9 (£S FORM 3.14, Page 11 of 11, Line 20) 54,102
Total AEP Pool Monthly Environmental Capacity Costs
10 to Kentucky Power $801,841 44,102 $806,043

Note: Cost in Column 5, Line 10 is to he recorded on ES FORM 3.10, Line 16.
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S FORW 3.14

Page 2 of 11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
AEP POOL MONTHLY ENVIRONMENTAL CAPACITY COSTS
WORKING CARPITAL ONLY
For the Expense Month of January 2012
Indiana
Ohio Michigan
Power Powey
Compahy's Company's
(OPCo) A
Line Environmental  Environmenial
No. Cost Component Cost to KPCo Cost to KPCo Total
(1) {2) ) ) (8)
Arnos Unit No. 3 Environmental Cost to Kentucky Power
1 (ES FORM 3.14, Page 3 of 11, Line 19) $777,256
Cardinal Unit No. 1 Environmental Cost to Kentucky Power
2 (ES FORM 3.14, Page 4 of 11, Line 17) ($20,274)
Gavin Plant Environmental Cost to Kentucky Power
3 (ESFORM 3.14, Page 5 of 11, Line 17) $6,480,816
Kammer Plant Envitonmental Cost to Kentucky Power
4 (ES FORM 3.14, Page 6 of 11, Line 10} 519,398
Mitchell Plant Environmental Cost to Kentucky Power
5 (ES FORM 3.14, Page 7 of 11, Line 16) $1,299,837
Muskingum River Plant Environmental Cost to Kentucky Power
6 ({ES FORM 3.14, Page 8 of 11, Line 10) $123,044
Sporn Plant Environimental Cost to Kentucky Power
7 (ES FORM 3.14, Page 9 of 11, Line 10) 516,272
Rockport Plant Environmental to Kentucky Power
8 (ESFORM 3.14, Page 10 of 11, Columns 3 & 6, Line 10) $16,625
Rockport Plant Environmental to Kentucky Power
9 (ES FORWM 3.14, Page 10 of 11, Columns 4 & §, Line 10) $0
Tanners Creek Plant
Environmental Cost to Kenlucky Power
10 (ES FORM 3.14, Page 11 of 11, Line 10} $15,625
i1 Subtotal $8,696,349 $31,250
Steam Capacity By Company -
12 QPCo (Column 3) / 1&M (Column 4) (kw} 12,860,000 5,414,000
13 Environmental Base ($ficw) $0.68 $0.01
14 Company Surplus Weighting 94.00% 6.00%
Porlion of Weighted Average Capacity Rate Attribufed
15 to Envirorimental Fixed O&M Costs 5064 $0 00
16 Keniucky Power Capacity Deficit (kw) 205,100 205,100
17 Fixed O&M Environmenial Cost to Kentucky Power 131,264 %0 131,264

Note: Cost in Column 5, Line 17 is to be recorded on 8 FORM 3.13, Line 2.
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ES FORM 3.14

Page 3 of 11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
OHIO POWER COMPANY (OPCo) ~ AMOS PLANT UNIT NO. 3
For the Expense Month of January 2012
LINET
NO. COST AMOUNTS
1 RUtility Plant at Original Cost $611,422,571
2 HMember Primary Capacity Investment Rate (18.44% / 12) 1.37%
3 i Total Rate Base $8,376,488
4 Ohio Power Company's Percentage Ownership - Environmental Investment 100.00%
5 HOPCo's Share of Cost Assaciated with Amos Unii No. 3 (3) X (4) $8,376,489
Operations :
6 HDisposal (5010000) $49,270
7 HUrea (5020002) $462,614
8 {Trona (5020003} $166,082
9 #lime Stone (5020004} : $351,437
10 RAIr Emission Fee : $11,770
11 { Total Operations (Lines 6 thiu 10) : $1,041,173
Maintenance : :
12 #SCR Maintenance (5120000) $69,334
13 HScrubber (FGD) Maintenance (5120000) ; $179,969
14 HTotal Maintnenance (12) + (13) $249,303
15 @172 of Maintenance (14) * 50% $124.652
16 JFixed O&M (11) + (15) : $1,165,825
17 BOhio Power Company's Percentage Ownership - O&NM Cost { 66.67%
18 HOPCo's Share of Q&M Cost Associated with Amos Unit No. 3 (18) X (17) $777.256
Total Revenue Requirement, |
19 || Cost Associated with Amos Unit No. 3 (5) + (18) $9,153,745
20 | Ohio Power Company Steam Capacity (kw) 12,860,000
21 HAmos Unit No. 3 Environmental Rate ($/kw) ; $0.71
22 H{Ohio Power Surplus Weighing 94.00%
23 {Portion of Weighted Average Capacily Rate
Attributed to Amos Unit No. 3 SCR ($/kw) (21) * (22) $0.67
Amos Unit No. 3 Costs to Keniucky Power :
24 {|Amos Unit No. 3 Portion {$/kw) (23) $0.67
25 {Kentucky Power Capacity Deficit (kw) 205,100
Amos Unit No. 3 Environmental Cost to Kentucky Power (24) * (25)
26 J|(ES FORM 3.14, Page 1 of 10, Line 1) $137,417
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ES FORM 3.14
Page 4 of 11

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT
OHIO POWER COMPANY (OPCo) - CARDINAL UNIT 1

For ihe Expense Nonth of January 2012

LINE
NO. CcOsT AMOUNTS
1 Utility Plant at Original Cost $403,006,219
2 HMember Primary Capacity Investment Rafe (16.44% / 12) 1.37%
3 HTotal Rate Base $5,521,185
Operations :
4 IDisposal (5010000} ($41,667)
5 Hlime (5020001) $0
6 HUrea (5020002) 30
7 {Trona (5020003) $0
8 HLime Stone (5020004) $0
9 HAjr Emission Fee 58,663
10 HBTotal Operations (Line 4 thiu 8) ($33,004)
Maintenance :
11 HSCR Maintenance (5120000) ($1,303)
12§ Scrubber (FGD) Maintenance (5120000) i $26.763
13 [ Total Maintenance (13) + (14) i $25,460
14 [ 1/2 Maintenance (15) * 50% ' $12.730
15 HFixed O&M (12) + (16) ($20,274)
1 Total Revenue Requirement,
16 jCost Associated with Cardinal Unit No. 3 (3) + (17) $5,500.811
17 i Ohio Power Company's Percentage Ownership 100.00%
18 HOPCo's Share of Cost Associated with Cardinal Unit No. 1 (18) X (18) $53,500,911
19 K Ohio Power Company Steam Capacity (low) 12,860,000
20 HCardinal Unit No. 1 ($/kw) $0.43
21 JOhio Power Surplus Weighing 94.00%
22 HPortion of Weighted Average Capacity Rate
1 Attributed to Gardinal Unit No. T ($/kw) (22) X (23) $0.40
1 Cardinal Unit No. 1 Costs to Kentucky Power :
23 HCardinal Unit No. 1 Portion ($/kw) (24) $0.40
24 [{Kentucky Power Capacity Deficit (kw) 205,100
H Cardinal Unit No. 1 Environmental Costio Keniucky Power (25) * (26)
25 [(ES FORM 3.14, Paga 1 of 10, Line 2) $82,040
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ES FORM 3.14
Page 5 of 11

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT

OHIO POWER COMPANY (OPCo) - GAVIN PLANT (UNITS 1 & 2)

For the Expense Month of January 2012

LINE

NO. COST AMOUNTS
1 Utility Plant at Original Cost $964,567 531
2 gMember Primary Capacily Invesiment Rate (16.44% / 12) 1.37%
3 HTotal Rate Base $13,214,575

TSSO ~NO O

14

>

Operations :
Sludge Disposal (5010000)

1 Lime (5020001)

i Urea (5020002)

it Trona (5020003)

1 ime Stone (5020004)
1Al Emission Fee

Lease (5070005)
Total Operations (Lines 4 thru 10)

i Maintenance :

1 SCR Maintenance (5120000)

it Scrubber Maintenance (5120000)
i Total Maintenance (12) + (13)

i 1/2 of Maintenance (13) * 50%

1 Fixed O&M (11) + (15)

Total Revenue Requirement,

Cost Associated with Gavin Plant (3) + (17}

Ohio Power Company's Percentage Ownership

OPCo's Shate of Cost Associated with Gavin Plant (17) X (18}
Ohio Power Company Steam Capacity (kw)

{ Gavin Plant ($/lkw)

Chio Power Surplus Weighing

Portion of Weighted Average Capacity Rate
Atiributed to Gavin Plant ($/kw) (21) X (22)
Gavin Plant Costs to Kentucky Power :

i Gavin Plant Portion ($fkw) (23)

i Kentucky Power Gapacity Defieit (kw)

! Gavin Plant Environmenial Cost to Keniucky Power (24) * (25)
1(ES FORM 3.14, Page 1 of 10, Line 3)

$874,456
$3,407,914
$1,314,839
$622,279
$193
$35,828
$0
$6,255,500

$108,653
$341,960
$450,613
$225,307

$6.480,816

$19,695,391
100.00%
$19,695,391
12,860,000
$1.53
94.00%

$1.44

$1.44
205,100

$295,344
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ES FORM 3.14
Page 6 of 11

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
OHIO POWER COMPANY (OPCo) - KAMMER PLANT (UNITS 1, 2 & 3)

For the Expense Month of January 2012

LINE
NO. COST AMOUNTS
1 K Utility Plant at Original Cost $6,487,868
2 BMember Primary Capacity Investment Rate (16.44% / 12) 1.37%
3 {#iTotal Rate Base $116,284
Operations :
4 Mirea (5020002) $0
5 HTrona (5020003) 30
6 [iAir Emission Fee $19,398
7 [ Total Operations (4) + (5) + (6) $10,398
Maintenance :
8 HSCR Maintenance (5120000) $0
9 i1/2 of Maintenance (8) * 50% %0
10 g Fixed O&M (7) + (9} $19,398
1 Total Revenue Reguirement,
11 {{ Cost Associated with Kammer Plant (3) + (10) $135,682
12 4 Ohio Power Company's Percentage Ownership 100.00%
13 {QPCo's Share of Cost Associated with Kammer Plant (11) X (12) $135,682
14 |{ Ohio Power Company Steam Capacity (kw} 12,860,000
15 [t Kammer Plant ($/kw) $0.01
16 1i Ohio Power Surplus Weighing 94.00%
17 [ Poriion of Weighted Average Capacily Rate
1 Atfributed fo Kammer Plant ($/kw) (15) X (16} $0.01
Kammer Plant Costs fo Kentucky Power .
18 fiKammer Plant Portion ($/kw) (17} $0.01
19 HKeniucky Power Capacity Deficit (kw) 205,100
1 Kammer Plant Environmental Cost to Kentucky Power (18) * (19)
20 W(ES FORM 3.14, Page 1 of 10, Line 4) $2,051
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£S FORM 3.14
Page 7 of 11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REFPORT
CURRENT PERIOD REVENUE REQUIREMENT
OHIO POWER COMPANY (OPCo) ~ MITCHELL PLANT (UNITS 1 & 2)

For the Expense Month of January 2012

LINE
NO. COST AMOUNTS
1 Utility Plant at Original Cost $1,149,819,326
2} Member Primary Capacity Investment Rate (16.44% / 12) 1.37%
Total Rale Base $15,752,525
Operations :
4 dDisposal (5010000) $45,175
5 HUrea (5020002) $568,415
6 d4Trona (5020003) ‘ $53,251
7 {Lime Stone (5020004) ‘ $607,609
8 HAIr Emission Fee $18,559
9 [Total Operations (Lines 4 thru 8) $1,293,009
Maintenance :
10 [ SCR Maintenance (5120000) 5 $134
11 H{FDG (5120000) $13,521
12 H{1/2 of Maintenance (10 + 1) * 50% ‘ $6,828
13 HFixed O&M (9) + (12) $1,299,837
Total Revenue Requirement,
14 HCost Associated with Mitchell Plant (3) + (13) $17,052,362
15 | Ohlo Power Company's Percentage Ownership { 100.00%
16 HOPCo's Share of Cost Associated with Mitchell Plant (14) X (15) ‘ $17,052,362
17 [ Ohio Power Company Steam Capacity (kw) 12,860,000
18 H{Mitchell Plant ($/kw) ; $1.33
19 HOhio Power Surplus Weighing 94.00%
20 {Portion of Weighted Average Capacity Rate
H Attributed to Mitchell Plant ($/kw) (18) X (19) $1.25
Mitchell Plant Costs to Kentucky Power : b
21 HMitchell Plant Portion ($/law) (20) , $1.25
22 jiKentucky Power Capacity Deficit (kw) _ 205,100
i Mitchell Plant Environmental Cost to Keniucky Power (2 1) " (22) ;
23 H(ES FORM 3.14, Page 1 of 10, Line §) | $256,375
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ES FORM 3.14
Page 8 of 11
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
OHIO POWER COMPANY (OPCo) - MUSKINGUM RIVER PLANT (UNITS 1,2,3 ,4 & 5)

For the Expense Month of January 2012

LINE
NO. COST AMOUNTS
1 Utility Plant at Original Cost $114,236,110
2 HMember Primary Capacity investment Rate (16.44% / 12) 1.37%
3 {Total Rate Base $1,565,035
Operations :
4 {Urea (5020002) $87,343
5 #Trona (5020003) $0
6 HAlr Emission Fee ] $34.853
7 i Total Operations {4} + (5) + (6) : $122,196
Maintenance : f
8 HSCR Maintenance (5120000) : $1,696
9 H1/2 of Maintenance (8) * 50% $848
10 HFixed O&M (7) + (9) $123,044
Total Revenue Requirement,
11 H#Cost Associated with Muskingum Plant (3) + (10) ‘ $1,688,079
12 EOhio Power Company's Percentage Ownership 100.00%
13 HOPCo's Share of Cost Associated with Muskingum Plant (11) X (12) Z $1,688,079
14§ Ohio Power Company Steam Capacity (kw) 12,860,000
15 YMuskingum Plant ($/kw) j $0.13
16 i Ohio Power Surplus Weighing | 94.00%
17l Partion of Weighted Average Capacity Rate
Atiributed to Muskingum Plant ($/lw) (15) X (18) | $0.12
i Muskingum Plant Costs to Kentucky Power : ;
Muskingum Plant Portion ($/kw) (17) ; $0.12
1 Kentucky Power Capacity Deficit (kw) 205,100
i Muskingtim Plant Environmental Cost fo Kentucky Power (18) * (19)
{(ES FORM 3.14, Page 10 10, Line 6) g $24.612
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£S FORM 3.14
Page 9 of 11

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT

CURRENT PERIOD REVENUE REQUIREMENT

OHIO POWER COMPANY (OPCo) - SPORN PLANT (UNITS 2, 3, 4 & §)

For the Expense Month of January 2012

LINE
NO. COST AMOUNTS
1 HUiility Plant at Original Cost $20,796,088
2  H#Member Primary Capacity Investment Rate (16.44% / 12) 1.37%
3  jiTotal Rate Base $2684,906
Opetations :
4 HUrea (5020002) 30
5 JTrona (5020003) $0
6 {Air Emission Fee $16.272
7 HTotal Operations (4) + (5) + (6) : $16,272
Maintenance :
& Y SCR Maintenance (5120000) $0
9 #1/2 of Maintenance (8) * 50% $0
10 JiFixed O&M (7) + (9) $16,272
Total Revenue Requirement,
11 J{Cost Assoclated with Sporn Plant (3) + (10) $301,178
12 4Ohio Power Company's Percentage Ownership 100.00%
13 B OPCo's Share of Cost Associated with Sporn Plani (1 1) X (12) $301,178
14 [{Ohio Power Company Steam Capacity (kw) 12,860,000
15 | Sporn Plant ($/kw) $0.02
16 HOhio Power Surplus Weighing 94.00%
17 1 Portion of Weighted Average Capacity Rate
Attributed to Sporn Plant ($/w) (15) X (16) $0.02
Sporn Plant Costs to Kentucky Power :
18§ SpornGavin Plant Portion ($/kw) (17) $0.02
19 HJKentucky Power Capacily Deficit (kw) 205,100
Sporn Plant Enviranmental Cost to Kentucky Power (18) (19)
20 [(ES FORM 3.14, Page 1 of 10, Line 7) $4.,102
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ES FORIM 3.14
Page 11 of 11

KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
INDIANA MICHGAN POWER COMPANY (I&M) - TANNERS CREEK (UNITS 1, 2,3 & 4)

For the Expense Month of January 2012

LINEY
NO. § COST AMOUNTS
1 JUtility Plant at Original Cost $08,564,441
2 HUMember Primary Capacily Investment Rate (16.44% / 12) j 1.37%
3 |iTotal Rate Base $1,350,333
Operations :
4 jiUrea (5020002) 30
5 {Trona (6020003) $0
6 HAIr Emission Fee $15,626
7 HTotal Operations (4) + (5) + (6) $15,625
{Maintenance :
8 {SCR Maintenance (5120000) $0
9 #1/2 of Maintenance (8) * 50% | 30
10 EFixed O&M (7} + (9) | $15.625
i Total Revenue Requirermnent,
11 HCost Associated with Tanners Creek Plant (3) + (10} ! $1,365,958
12 HIndiana Michigan Power Company's Percentage Ownership ; 100.00%
13 [1&M's Share of Cost Associated with Tanners Greek Plant (11) X (12) f $1,365,958
14 Hindiana Michigan Power Company Steam Capacity (kw) i 5,414,000
15 HTanners Creek Plant ($/low) ‘1 $0.25
16 Hindiana Michigan Power Surplus Weighing 65.00%
17 il Portion of Weightsd Average Gapacily Rate
1 Attributed to Rockpart Plant ($/kw) (15) X (16} ! $0.02
Tanners Creek Plant Costs to Kenlucky Power : :
18 [ Tanners Creek Plant Portion ($/lew) (17) g $0.02
19 i Kentucky Power Capacity Deficit (kw) i 205,100
1 Tanners Creek Plant Environmental Cost to Kentucky Power (18) * (19} |
20 [{(ES FORM 3.14, Page 1 of 10, Line 9) f $4,102
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ES FORM 3,15
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPCRT
CURRENT PERIOD REVENUE REQUIREMENT
BIG SANDY PLANT COST OF CAPITAL

For the Expense Month of January 2012

LINE| Cap. Cost WACC WACC
NO.{ Component Balances Siructure Rates {Net of Tax) GRCF (PRE-TAX)
As of
44302010
1 T DEBT $550,000,000 51.941% 5.48% 3.37% 337%
2 [SITDEBRT 50 0.000% 0.83% 0.00% 0.00%
ACCTS REC
3 |FINANCING $43,588,933 4.116% 1.22% 0.05% 0.05%
4 1CEQUITY $465,314,088 43,943% 10.50%) 1¢ 461%1 1.5762 | 2/ 721%
5 JTOTAL $1,068,003,021 100.000% B-03% 10.69%!

11 |WACC = Weighted Average Cost of Capital
Rate of Return on Common Equity per Case No. 2010 - 00020

21 §Gross Revenue Conversion Factor (GRCF) Calculation:
Case No. 2010 - 00020 dated - April 28, 2010

1 JOPERATING REVENUE 100.0000
2 JUNCOLLECTIBLE ACCOUNTS EXPENSE (0.24%) 0.2400
3 {Kentucky Public Service Commission Assessment (0.15%) 0.1500
4 {STATE TAXABLE PRODUCTION INCOME BEFORE 189 DEDUCTION 996100
5 ISTATE INCOME TAX EXPENSE, NET OF 198 DEDUCTION (SEE BELOW) 5.6384
6 [FEDERAL TAXABLE PRODUCTION INCOME BEFORE 199 DEDLICTION 93.9716
7 §199 DEDUCTION PHASE-IN 5.6372
8 [FEDERAL TAXABLE PRODUCTION INCOME 88.3344
9 FEDERAL INCOME TAX EXPENSE AFTER 198 DEDUCTION (35%) 30.9171
10 JAFTER-TAX PRODUCTION INCOME 57.4173
11 {GROSS-UP FACTOR FOR PRCDUCTION INCOME:
12 AFTER-TAX PRODUCTION INCOME 57.4173
13 199 DEDUCTION PHASEIN 56372
14 UNCOLLECTIBLE ACCCUNTS EXPENSE 0.2400
16 Kentucky Public Service Commission Assessment (0.15%) 0.1500
16 | TOTAL GRDSS-UP FACTOR FOR PRODUCTION INCOME (ROUNDED) 634445
17 |BLENDED FEDERAL AND STATE TAX RATE:

18 FEDERAL (LINE 8) 30.9171
19 STATE (LINE 4) 5.6384
20 §BLENDED TAX RATE - 36.5555
21 [GROSS REVENUE CONVERSION FACTOR (100.0000/ Line 14) 1.5762

STATE WNCOME TAX CALCULATION:

1 PRE-TAX PRODUCTION INCOME 100.0000
2 COLLECTIBLE ACCOUNTS EXPENSE (0 24%) 02400
3 Kentucky Public Service Comrnission Assessiment (0.15%) 0.1500
4 STATE TAXABLE PRODUCTION INCOME BEFORE 199 DEDUCTION 98.6100
5 LESS: STATE 139 DEDUCTION 5.6372
6 STATE TAXABLE PRODUCTION INCOME BEFORE 198 DEDUCTION 93.8728
7 STATE INCOME TAX RATE 6.0000
8 STATE INCOME TAX EXPENSE (LINE 5 X LINE 6) 5.6384

The WACC (PRE - TAX) value on Line & is {o be recorded on 58 FORM 3,10, Line 8.
Weighted Average Cost of Captial Balances As of 4/30/2010 hasad on Case No. 2010-00318, dated September 7, 2010.
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ES FORM 3.21
KENTUCKY POWER COMPANY ~ ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
ROCKPORT UNIT POWER AGREEMENT COST OF CAPITAL
For the Expense Month of January 2012
LINE Cap. Cost WACC WACC
NO. Component Balances Structures Rates (NET OF TAX) GRCF (PRE - TAX)
As of
13142012
1 /T DEBT 66,487,612 34.5014% 5.4188% 1.8696% 1.8686%
2 SIT DEBT 51,508,881 26.7287% 0.5262% 0.1406% 0.1406%
CAPITALIZATION
3 OFFSETS 0 0.0000% 3.2830% 0.0000% 0.0000%
4 DEBT
5 G EQUITY 74,713,431 38.7699% 12.1600% 1/ 4.7144%§ 1681379 12/ 7.9267%
6 TOTAL 192,709,924 100.0000% 6.7246% 9.9358%
WACC = Weighted Average Cost of Capital
1/ Cost Rates per the Provisions of the Rockport Unit Power Agreement
2/  Gross Revenue Conversion Facior (GRCF) Calculation:
1 OPERATING REVENUE 100.00
2 { £SS:  INDIANA ADJUSTED GROSS INCOME
3 (LINE 1 X.085) 8.500
4 INCOME BEFORE FED INC TAX 91.500
5 LESS: FEDERAL INCOME TAX
6 (LINE 4 X .35) 32.025
7 OPERATING INCOME PERCENTAGE 59.475
8 GROSS REVENUE CONVERSION
9 FACTOR (100% /LINE7) 1.681379

The WAGC (PRE - TAX) value on Line 8 is to be recorded on £8 FORM 3.20, Line 5.

i
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ES FORM 3.30
KENTUCKY POWER COMPANY - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PERIOD REVENUE REQUIREMENT
MONTHLY REVENUES, JURISDICTIONAL ALLOCATICN FACTOR,
and OVER/UNDER) RECOVERY ADJUSTMENT
For the Expense Month of January 2012

SCHEDULE OF MONTHLY REVENUES

f.ine Perceniage of Total
No. Description Monihly Revenues Revenues
1§ Kentucky Retall Revenues $55,884,283 88.6%
2 {FERC Wholesale Revenues $580,219 0.9%
3 {Associated Utilities Revenues $1,808,080 3.0%
4 [Non-Assoc. Utilities Revenues $4,714,834 7.5%
5 | Total Revenues for Surcharges Purposes $63,087,426 100.0%
6 }Non-Physical Revenues for Month $247,893
7 (Total Revenues for Month $63,335,319

The Kentucky Retall Monthly Revenues and Percentage of Total Revenues (Line 1) are
to be recorded on ES FORM 1.00, Lines 9 and 4. The Perceniage of Kentucky Retail
Revenues to the Total Revenues for the Expense Month will be the Keniucky Retalil
Jurisdictional Allocation Factor.,

OVER/(UNDER) RECOVERY ADJUSTMENT

Line

No. Description Amounts
1 HKentucky Retall Surcharge Factor for Noverbey 2011 1.6812%
2 j Kentucky Retail Revenues for Current Expense Month ‘ $49,126,279
3 : Surcharge Collected (1) * (2) h—ﬂ»B;GQ [nl—
4 §Surcharge Amount To Be Collected $720,452
5 ilOver/ (Under) Racovery (3) - (4) = (5) “Sul (w)é;SQ’

The Over/(Under) Recovery amount is to be recorded on ES FORM 1.00, LINE 6.

NGOTE : The sign on LINE 5 of S FORM 3.30 will be changed on LINE 6 of 25 FORM 1.00
in order fo properly adjust the collection of the cuirent month's expense.



