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BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OHIO 

DIRECT TESTIMONY OF 
ANDREA E. MOORE 

ON BEHALF OF 
COLUMBUS SOUTHERN POWER 

AND 
OfflO POWER COMPANY 

I. PERSONAL DATA 

WHAT IS YOUR NAME AND BUSINESS ADDRESS? 

My name is Andrea E. Moore and my business address is 850 Tech Center Drive, 

Gahanna, Ohio 43230. 

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 

I am employed by American Electric Power Service Corporation as Manager, 

Regulated Pricing and Analysis for Columbus Southem Power Company (CSP) 

and Ohio Power Company (OPCo), collectively known as AEP Ohio or the 

Company. AEPSC is a subsidiary ofthe American Electric Power Company Inc. 

(AEP) and provides technical and other services to AEP Ohio and other operating 

units within the AEP System. In 2009, I began focusing solely on AEP Ohio's 

regulated pricing matters. 

WHAT ARE YOUR RESPONSIBILITIES AS MANAGER - REGULATED 

PRICING AND ANALYSIS? 

I am responsible for directing the preparation and presentation of regulatory 

matters to management as well as regulatory bodies. I plan, organize and direct 

team activities to develop and support pricing structures, rider and true-up filings, 

maintenance of tariffs, pilot programs, special contracts and other pricing 

initiatives depending on assigned function. 
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A. 
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WHAT IS YOUR EDUCATIONAL AND PROFESSIONAL 

BACKGROUND? 

I received my Bachelor of Science in Accounting degree from the University of 

Rio Grande. I completed the Basic Concepts of Rate Making class through New 

Mexico State University. I earned a Master of Business Administration degree 

from Franklin University. I joined AEPSC in 2001 as an Accountant and joined 

the Regulatory Tariffs department as a Regulatory Analyst III in 2004. I 

progressed through various positions before being promoted to my current 

position of Manager - Regulated Pricing and Analysis. My duties within the 

regulatory department have included preparing cost-of-service studies for 

regulatory filings, preparing cost based formula rates for wholesale customers, 

preparing rider filings and rate designs, maintaining tariff books as well as other 

projects related to regulatory issues and proceedings, individual customer requests 

and general rate matters. 

HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN A 

REGULATORY PROCEEDING? 

Yes. I submitted testimony on behalf of AEP Ohio in the Company's currently 

pending Electric Security Plan (ESP). I have also submitted testimony before the 

Virginia State Corporation Commission on behalf of Appalachian Power 

Company. 



1 II. PURPOSE OF TESTIMONY 

2 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

3 A. The purpose of my testimony is to support the Company's proposed changes to 

4 the Terms and Conditions of service, including the updated prices for 

5 miscellaneous distribution charges. I will also support updated pole attachment 

6 charges, updates of certain current rider rates, adminisfration of the Deferred 

7 Asset Recovery Rider (DARR) and the adminisfration of the Distribution 

8 hivestment Rider (DIR). 

9 Q. ARE YOU SPONSORING ANY SCHEDULE? 

10 A. Yes. I am sponsoring the following Schedules: 

11 Schedule E-1 - Proposed Clean Tariffs 

12 Schedule E-2a - Redlined current tariffs 

13 Schedule E-2b - Current clean tariffs 

14 Schedule E-3 - Rationale for tariff changes 

15 Q. ARE YOU SPONSORING ANY EXHIBITS? 

16 A. Yes, I am sponsoring the following exhibhs: 

17 Exhibit AEM-1 - Errata Corrections to Prefiling Notice 

18 Exhibit AEM-2 - Calculation of Miscellaneous Charges in Terms and Conditions 

19 Exhibit AEM-3 - Calculation of Pole Attachment Charges 

20 Exhibit AEM-4 - Example of combined current rider rates in anticipation of a 

21 merged Company 

22 Exhibit AEM-5 - Calculation of DARR 

23 Exhibit AEM-6 - Initial filing example of the DIR 



1 Exhibit AEM-7 - Subsequent quarterly true-up filing example ofthe DIR 

2 Exhibit AEM-8 - Clean DARR Tariff Sheet Errata to Schedule E-1 

3 Exhibit AEM-9 - Redline DARR Tariff Sheet Errata to Schedule E-2a 

4 m . PROPOSED CHANGES TO TERMS AND CONDITIONS OF SERVICE 

PLEASE EXPLAIN THE MODIFICATIONS OF THE TERMS AND 

CONDITIONS PROPOSED BY THE COMPANY. 

The modifications to the Terms and Conditions were mostly to align the language 

of both OPCo and CSP, in anticipation of merging the two Companies. In 

addition to rearranging paragraphs, some language changes were created in order 

to more clearly explain or clarify Company Policies and Procedures. 

PLEASE EXPLAIN THE ADDITION OF A SERVICE FEE FOR 

MULTIPLE TRIPS FOR NEW SERVICE INSTALLATIONS. 

The last paragraph in section 9, Service Connections, includes the addition of a 

service fee for muhiple frips for new service installations. When a customer is 

ready for service, a single frip is required to install the service. This fee is only 

assessed when customers have not fulfilled their requirement and the Company 

must make multiple trips to install service due to Company or jurisdictional 

inspection requirements not being met. In the absence of this fee, this cost is 

absorbed by other customers. 

PLEASE DESCRIBE THE CHANGES TO SECTION 14, METER 

REGISTRATION AND TESTING. 

The first two paragraphs in this section were adopted from CSP's Terms and 

Conditions. This language requires customers to be responsible for installing and 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Q. 

A. 

Q. 

A. 

Q. 

A. 



1 maintaining the mounting or meter enclosures, or sockets. Customer 

2 responsibility is currently OPCo's practice. CSP however has yet to implement 

3 this practice and will begin implementation effective with the decision of this 

4 case. Also addressed here is the customer's responsibility to install a dedicated 

5 analog phone line, as well as changes in the meter location requirements to a 

6 maximum of five feet and minimum of three feet from the ground. This meter 

7 location requirement change will not affect current customers, only service going 

8 forward. These requirements are given to customers at the time they apply for 

9 service. All of the above changes, with the exception of the analog phone line, 

10 are currently the processes of OPCo with the exception of the ownership and 

11 responsibility ofthe meter enclosures and sockets. 

12 Q. PLEASE DESCRIBE THE CHANGES MADE TO SECTION 15 

13 INTERVAL METERING INSTALLATIONS. 

14 A. The Company is proposing that customers requesting interval metering for their 

15 benefit should bear all of the associated costs, including the necessary 

16 telecommunication costs. The Company has been seeing an increase in cases 

17 where remote interrogation is not possible due to the absence of analog phone 

18 lines. This causes muhiple trips by meter electricians to manually read the 

19 interval meters. 

20 Q. PLEASE DESCRIBE THE CHANGES MADE TO SECTION 21, 

21 DEPOSITS. 



1 A. The interest applied to customer deposhs held by the Company for at least six 

2 months was changed to no less than 3%. Company witness Dias discusses this 

3 change. 

4 Q. IN PREPARING THE FILING DID THE COMPANY IDENTIFY ANY 

5 UPDATES TO THE TARIFFS INCLUDED IN THE PREFILING 

6 NOTICE? 

7 A. Yes. There were a few updates needed to the tariffs. These updates are reflected 

8 in Exhibit AEM-1. There was an additional update needed to Schedules E-1 and 

9 E-2a for the DARR. These updated tariff sheets are shown as Exhibit AEM-8 and 

10 AEM-9. 

11 IV. MISCELLANEOUS CHARGES 

12 Q. PLEASE EXPLAIN THE CHANGES TO MISCELLANEOUS CHARGES 

13 WITHIN THE TERMS AND CONDITIONS. 

14 A. The miscellaneous charges in the Terms and Conditions were modified to reflect 

15 the Company's current costs of labor and vehicle expenses. These costs have not 

16 b^n updated in the Terms and Conditions since the 1990s base rate cases for CSP 

17 and OPCo. Exhibit AEM-2 shows the current costs and rate calculations for 

18 miscellaneous charges. 

19 V. POLE ATTACHMENT CHARGES 

20 Q. PLEASE EXPLAIN THE COMPANY'S PROPOSED CHANGES TO POLE 

21 ATTACHMENT CHARGES. 

22 A. The Company's pole attachment charges have remained unchanged for decades. 

23 A rate change is necessary in order to allow the Company to recover its costs to 



1 inspect, maintain and inventory pole attachments. In order to capture the correct 

2 amount to charge for pole attachments, the Company has used the formula created 

3 by the Federal Communications Commission (FCC) pursuant to Section 224 of 

4 the Communications Act. Although this formula is tied to the amounts from the 

5 Utility's FERC Form 1, the rates calculated have used the fully adjusted 

6 jurisdictional distribution-only values. 

7 Q. WHAT IS THE RESULT OF THE UPDATED POLE ATTACHMENT 

8 CHARGE? 

9 A. The current pole attachment rates are $3.72 and $2.83 per pole per year for OPCo 

10 and CSP respectively. The proposed rate is $8.12, based on the FCC formula 

11 discussed above, resuhing in a 118% and 187% increase for each Company 

12 respectively. The Company is proposing an initial contact rate of $3.78. If the 

13 Commission determines that the rate increase needs to be capped in this 

14 proceeding, the shortfall will be recovered from all other customers. These 

15 updated rates are shown in Exhibit AEM-3. 

16 Q. IS THE COMPANY PROPOSING ANY CHANGES TO THE POLE 

17 ATTACHMENTS TARIFF AS IT RELATES TO UNAUTHORIZED POLE 

18 ATTACHMENTS? 

19 A. Yes. The Company is proposing to implement charges for unauthorized pole 

20 attachments if those attachments are not in compliance with the National Electric 

21 Safety Code. 

22 Q. PLEASE EXPLAIN WHY THE COMPANY FEELS THAT THESE 

23 CHARGESARE APPROPRIATE. 



1 A. Currently the Company performs inventories of pole attachments approximately 

2 every 5 years. At that time, attachments in the field are compared to the record of 

3 attachments that are charged for yearly. Any attachments found in the field and 

4 not in record are considered unauthorized. The attaching company must then pay 

5 AEP Ohio the owed back rental for these unauthorized attachments for a 

6 maximum of five years. The attachers benefit from free access until found in 

7 inventory and there is no penalty. The Company is penalized in the current year 

8 for the attachers not paying the appropriate charges for pole attachments. When 

9 the Company receives a proposal for an attachment, an engineering analysis is 

10 performed to determine if the existing pole will adequately support the new 

11 attachment. Unauthorized attachments bypass this engineering review. The 

12 additional charge will allow the Company to perform the engineering analysis, to 

13 make any corrections necessary to meet NESC compliance, and will deter the 

14 attachers from attaching without permission to do so. 

15 VI. CURRENT RIDER COMBINED RATES 

16 Q. IS THE COMPANY PROPOSING ANY CHANGES TO THE CURRENT 

17 RIDER RATES? 

18 A. Yes. Exhibit AEM-4 shows an example ofhow the calculation ofthe 

19 gridSMART®, Enhanced Service Reliability, Economic Development, Universal 

20 Service Fund and Energy Efficiency/Peak Demand Reduction Cost Recovery 

21 Riders would be combined if the Companies' request to merge, presently being 

22 considered in Case No. 10-2376-EL-UNC, is approved. 



v n . ADDITIONAL COMPANY PROPOSED RIDERS 

IS THE COMPANY REQUESTING ANY ADDITIONAL RIDERS? 

Yes. The Company is requesting the approval of a DARR Rider and a DIR. 

PLEASE EXPLAIN THE DARR. 

The Company has several existing regulatory assets as referenced by Company 

witnesses Mitchell and Dias. Please see Exhibit AEM-5 for a worksheet that 

shows the proposed revenue requirement and collection method. The Company 

proposes that the rider continue until all costs are recovered. To reduce customer 

impact, the Company is proposing a rider to collect these charges over a 7 year 

period, beginning in January 2013. 

IS THE COMPANY PROPOSING A CARRYING COST ON THESE 

REGULATORY ASSETS? 

Yes. The Company is asking for a single carrying cost on the uncollected balance 

of these assets based on the pre-tax WACC as supported by Company witness 

Hawkins. These assets are shown on Exhibit AEM-5. Not included in the 

balance in Exhibit AEM-5 are $4,052,126 of Monongahela Power's regulatory 

assets, as described by Company witness Dias. The first $4,052,126 collected 

from the DARR will recover these assets with all remaining collections 

recovering the additional balance shown in Exhibit AEM-5. 

PLEASE EXPLAIN THE RECOVERY MECHANISM OF THE DARR. 

The Company is proposing that the DARR be collected as a percentage of base 

disfribution revenue. The assets deferred for recovery are storm expenses, line 

23 extensions, customer choice implementation, green pricing, Monongahela Power 
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1 integration costs and the 2006-2008 Rate Stabilization Plan (RSP) rate case 

2 expenses. These regulatory assets relate almost entirely to the distribution 

3 responsibilities of the Company. Therefore, the Company is recommending the 

4 collection ofthe DARR through a percentage of base disfribution revenue charge 

5 of 11.8088%. This percentage is based on current disfribution revenues and will 

6 need to be updated to reflect disfribution rate relief This rider will be subject to 

7 over/under recovery. 

8 Q. PLEASE EXPLAIN THE DIR. 

9 A. The Company is requesting the approval of a rider that will allow carrying costs 

10 on incremental distribution plant to be recovered each year using a pre-tax WACC 

11 as well as an O&M component as sponsored by Company witness Kirkpatrick. 

12 The Company is proposing an increase in rates to account for the net plant 

13 increase each year. Company witaess Kirkpatrick testifies to the need for 

14 investment in disfribution assets for the future. The Company is proposing to 

15 update this rider quarterly in 2012 based on the incremental increase in the net 

16 plant balance as shown on Form 3Q, which is filed quarterly with the Federal 

17 Energy Regulatory Commission (FERC). Any assets recovered through other 

18 riders will be excluded from the DIR. This rider will be subject to over/under 

19 recovery. Because the costs are directly related to the Company infrastructure, 

20 the rider will be collected as a percentage of base distribution revenue. Exhibit 

21 AEM-6' shows an example ofthe initial rider filing after approval of disfribution 

22 rates. Exhibit AEM-7 shows an example of subsequent quarterly filings which 

' In the event that Distribution rates are approved after the Electric Security Plan rates as requested in Case 
Nos. 11-346-EL-SSO and II-348-EL-SSO an additional tiaie-up may be required on Exhibit AEM-6. 

10 



1 will reflect the rate change for the change in the net plant, plus a true-up of the 

2 previous quarterly filing's revenue requirement versus rider collections. 

3 Q. DOES TfflS CONCLUDE YOUR PREFILED DIRECT TESTIMONY? 

4 A. Yes. 

11 



Errata Changes to Pre-filing Notice Exhibit AEM-1 
1 of 3 

Errata Changes to Pre-Filing Notice 

Columbus Southern Power Standard Tariff 
(PFN Exhibit 3 I) 

Original Sheet Description 

Paget 

Page 11 

Removed Reference to Monongahela Power Rider. This Rider will expire. 

Remove "non-residential" from #4. 

Page 11 

Page 31 

Page 45 

Page 51 

Page 58 

Page 60 

Page 90 

8(a) Remove Last sentence" It is the responsibility ofthe customer who paid 
the CIAC cost to notify the Company when a new customer is connected and 
utilizes the line extension associated with the CIAC cost incurred." 

Rate Table for Storage Water Heating was left off 

Term of Contract - GS-2 Contract changed from 500 KW to 1,000 KW. Also 
the notification period changed from 6 months to 90 days 

Finn Service Designation- Refers to GS-4. This should be GS-2. Schedule 
GS-4 will be eliminated 

In Option 2 & 3, first sentence states that "The customer sells to the Company 
the total energy and produced+ need to remove the word and 

Remove "and Capacity" from heading" Monthly Credits or Payments for 
Energy and Capacity Deliveries" 

Last sentence reads "attachment of wire or cable. This should read 
"attachment" is the attachment... 



Errata Changes to Pre-filing Notice Exhibit AEM-1 
2 of 3 

Errata Changes to Pre-Filing Notice 

Ohio Power Standard Tariff 
(PFN Exhibit 3 I) 

Original Sheet Description 

Paget 

Page 16 

Removed Reference to Monongahela Power Rider. This Rider will expire. 

Remove "non-residential" from #4. 

Page 16 

Page 36 

Page 50 

Page 56 

Page 63-65 

Page 97 

8(a) Remove Last sentence" It is the responsibility of the customer who paid 
the CIAC cost to notify the Company when a new customer is connected and 
utilizes the line extension associated with the CIAC cost incurred." 

Rate Table for Storage Water Heating was left off 

Term of Contract - GS-2 Contract changed from 500 KW to 1,000 KW. Also 
the notification period changed from 6 months to 90 days 

Firm Service Designation- Refers to GS-4. This should be GS-2. Schedule 
GS-4 will be eliminated 

P.U.C.O. Number should be 20, not 19 

Last sentence reads "attachment of wire or cable. This should read 
"attachment" is the attachment... 



a 
> 
73 
73 

D 
CO 

2 

C 
. - • • 

o ' 
3 

> 
0) 

a 
O 
O < 
(D 

Ci 
- 1 

;D m 
CD - D 

73 

O 

73 

(D 

o o o o 
CO CO CO CO 
TD T3 T3 13 
I I I X 
13 T l 13 13 
CO CO CO CO 
* . M - ^ - » . 
O o c n o 
O O O o W

att S
t 

W
att S

t 
W

att S
t 

W
att S

t 

Q> Q) D> fi> 
3 3 3 3 
Q . O L Q . Q . 
Q) 0 ) Q) Q) 

a. a. a. a 

o o o 
13 13 U 

z z z 
t % % M

ult 
M

ult 
M

ult 

• 5 ' T j ' - n le
o

n
 M

 
le

o
n
 M

 
le

o
n

 M
 

CD (D (D 
^ ^ S| 

O l M - k 6,000 
2,000 
0,000 L

(1
5
 

L
(2

0
 

L
(4

0
 

o o o 

J J J 
X I I 
U 13 13 
CO CO CO 

O 
13 

Z 
<D 

S 
S 0) 

(D 

" o 
o 
o 
[ -

o 
o 

I 
13 
CO 

o 
13 

m 

S2.' 
3 

Q 
3 

1 
13 
O 

(D 

- J 

"o 
O 
o 

O l 

J 
s (D 

c5 c 

CO 
l -

z z 

ii to ro 
o o 

N3 N J 
1 1 

O l N ) 
o ro ,000 Lu

 
,000 Lu

 

3 3 

'S lo 
O O 
O O 

att)C
u 

att) C
u
 

o o 
^ ^ 

O 
CO 

13 CO econde 
rim

ary 

13 Q 
(D =* 
M -0 
' ^ n> 
D » 
(D ^ 

3 a 0) (D 
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Ohio Power Company Exhibit AEM-2 
Terms and Conditions of Service 6 of 33 

Cost Support for Proposed Schedule of Charges 
Using 2010 Cost Information 

Ohio Power Miscellaneous Distribution Charges Cost 

1. Reconnect at meter for non-pay during regular business hours (8:00 a.m. to 4:00 p.m.) when disconnect 

is made at meter. 

Cun'ent charge: Proposed charge: $65.00 

Single Phase $36.00 

All Other $90.00 

Average travel time per trip: 30 Minutes 

Labor. MRO Specialist @ $23.08 per hour plus fringes at 66% x .5 hour = $19.16 

Average time to disconnect and reconnect: 12 minutes 

Labor: $23.08 per hour plus fringes at 66% x .2 hour = 7.66 

Vehicle cost for class 24: $7.79 per hour x .7 hour = 5.45 

Total cost justified reconnect charge $32.27 

Cost justified disconnect charge 32.27 

Total rounded cost justified charge $65.00 

2. Reconnect at meter for non-pay during overtime hours after 4:00 p.m. and Saturday. 

Current charge: Proposed charge: $109.00 

Single Phase $92.00 

All Other $145.0b 

Average travel time per trip: 1 hour 

Labor: MRO Specialist @ $23.08 per hour x 1.5 (time and a half) x 2 hr. (min) = $69.24 

(Two hour union contractual call out minimum) 

Vehicle cost for class 24: $7.79 per hour x 1 hour = 7.79 

Total cost justified reconnect charge $77.03 

Cost justified disconnect charge (during regular hours) 32.27 

Total rounded cost justified charge $109.00 



Ohio Power Company Exhibit AEI\/l-2 
Terms and Conditions of Service 7 of 33 

Cost Support for Proposed Schedule of Charges 
Using 2010 Cost Information 

Ohio Power Miscellaneous Distribution Charges Cost 

3. Reconnect at meter on Sunday or holiday when double time is required. 

Current charge: Proposed charge: $132.00 

Single Phase $^2.00 

All Other $145.00 

Average travel time: 1 hour 

Labor: $23.08 per hour x 2 (double time) x 2 hr. (min.) = $92.32 

(Two hour union contractual call out minimum) 

Vehicle cost for Class 24: $7.79 per hour x 1 hour = 7.79 

Total cost justified reconnect charge $100.11 

Cost justified disconnect charge (during regular hours) 32.27 

Total rounded cost justified charge $132.00 

4. Reconnect for non-pay during regular business hours (8:00 a.m. to 4:00 p.m.) when disconnect 

is made at pole. 

Current charge: Proposed charge: $154.00 

Single Phase $92.00 

All Other $145.00 

Average travel and time to disconnect or reconnect: 1 hour 

Labor: Line Mechanic A @ $28.76 per hour plus fringes at 66% x 1 hour = $47.74 

Vehicle cost for class 77: $29.32 per hour x 1 hour = 29.32 

Cost justified reconnect ctiarge $77.06 

Cost justified disconnect charge 77.06 

Total rounded cost justified charge $154.00 



Ohio Power Company 
Terms and Conditions of Service 

Cost Support for Proposed Schedule of Charges 
Using 2010 Cost Information 

Ohio Power Miscellaneous Distribution Charges 

Exhibit AEM-2 
8 of 33 

Cost 

5. Reconnect for rton-pay during overtime hours when disconnect is made at pole. 

(Disconnect during regular hours/reconnect during overtime hours) 

Current charge: 

Single Phase $92.00 

All Other $145.00 

Proposed charge: $193.00 

Average travel and time to disconnect or reconnect: 1 hour 

Reconnect: Line Mechanic A @ $28.76/hr. x 1.5 (overtime) x 2 hr. (min) = $86.28 

(Two hour union contractual call out minimum) 

Vehicle cost for class 77: $29.32 per hour x 1 hour = 29.32 

Cost justified reconnect charge $115.60 

Disconnect: Line Mechanic A @ $28.76/hr. plus fringes at 66% (reg. time) $47.74 

Vehicle cost for class 77: $29.32 per hour x 1 hour = 

Total rounded cost justified charge 

29.32 

$193.00 

6. Reconnect at pole on Sunday or holidays when double time is required. 

(Disconnect during regular hours/reconnect during overtime hours) 

Current charge: 

Single Phase $^.00 

All Other $145.00 

Proposed charge: $221.00 

Average travel time: 1 hour 

Labor: $28.76 per hour x 2 (double time) x 2 hr. (min.) = $115.04 

(Two hour union contractual call out minimum) 

Vehicle cost for Class 77: $29.32 per hour x 1 hour = 29.32 

Total cost justified reconnect charge $144.36 

Disconnect: Line Mechanic A @ $28.76/hr.x 1 hour plus fringes at 66% (reg. time) $47.74 

Vehicle cost for class 77: $29.32 per hour x 1 hour = 

Total rounded cost justified charge 

29.32 

$221.00 



Ohio Power Company Exhibit AEM-2 
Tenns and Conditions of Service 9 of 33 

Cost Support for Proposed Schedule of Charges 
Using 2010 Cost Infonnation 

Ohio Power Miscellaneous Distribution Charges Cost 

7. Install locking device and reconnect service. 

Current charge: $0.00 Proposed charge: $78.00 

Average travel time per trip: 30 Minutes 

Labor: MRO Specialist @ $23.08 per hour plus fringes at 66% x .50 hour = $19.16 

Average time to install lock and reconnect meter 15 minutes 

Labor: $23.08 per hour plus fringes at 66% x .25 hour = 9.58 

Locking device (Jiffy Lock) 10.55 

Vehicle cost for class 24: $7.79 per hour x .75 hour = 6.54 

Cost justified disconnect charge 32.27 

Total cost justified reconnect charge $78.00 

8. Disconnect and Reconnect at customer's request for non-credit related reasons. 

Current charge: $30.00 Proposed charge: $77.00 

Disconnect/Reconnect is made at pole, weatherhead, secondary bushings of transformer of other 

similar manner. Customer will be assessed charge for each trip. 

Cost justified reconnect charge from item #4. $77.00 

Cost justified disconnect charge from item #4. $77.00 



Ohio Power Company Exhibit AEM-2 
Terms and Conditions of Service 10 of 33 

Cost Support for Proposed Schedule of Charges 
Using 2010 Cost Infonnation 

Ohio Power Miscellaneous Distribution Charges Cost 

9. Collection trip charge accessed the customer for each time an employees is dispatched to the 

customer's premise for the purpose of perfonning collection activities. 

Current charge: $18.00 Proposed charge: $23.00 

Average travel time per trip: 25 Minutes 

Labor: MRO Specialist @ $23.08 per hour plus fringes at 66% x .417 hour = $15.98 

Average time to complete collection task at customer site: 5 minutes 

Labor: MRO Specialist @ $23.08 per hour plus fringes at 66% x .083 hour = $3.18 

Vehicle cost for class 24: $7.79 per hour x .5 hour = 3.90 

Total cost justified reconnect charge $23.00 

10. Meter test charge for single phase meters for each subsequent test conducted within thirty-six (36) 

months of the last previous test. 

Current charge: $59.00 Proposed charge: $71.00 

Average travel time per trip: 45 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% x .75 hour $35.81 

Vehicle cost for class 40: $9.24 per hour X 1.25 hours = 11-55 

Average time at meter single phase: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% x .5 hour = 23.87 

Total rounded cost justified charge for single phase meters $71.00 



Ohio Power Company Exhibit AEM-2 
Temis and Conditions of Service 11 of 33 

Cost Support for Proposed Schedule of Charges 
Using 2010 Cost Infonnation 

Ohio Power Miscellaneous Distribution Charges Cost 

11. Meter test charge for other than single phase meters for each subsequent test conducted within 

thirty-six (36) months of the last previous test. 

Current charge: $73.00 Proposed charge: $100.00 

Average travel time per trip: 45 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% x .75 hour = $35.81 

Vehicle cost for class 40: $9.24 per hour x 1.75 hours = 16.17 

Average time at meter other than single phase: one hour 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% x 1 hour = 47.74 

Total rounded cost justified charge for other than single phase $100.00 

12. Minimum charge to investigate tampering or fraudulent practice. 

Current charge: $0.00 Proposed charge: $49.00 

Average travel time per trip: 30 Minutes 

Labor: MRO Specialist @ $23.08 per hour plus fringes at 66% x .5 hour = $19.16 

Average time to investigate and inspect equipment 20 minutes 

Labor: $23.08 per hour plus fringes at 66% X .333 hour = 12.76 

Locking device (Jiffy Lock) 10.55 

Vehicle cost for class 24: $7.79 per hour x .833 hour = 6.49 

Total cost justified tampering of fraud charge $49.00 



Ohio Power Company Exhibit AEM-2 
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Cost Support for Proposed Schedule of Charges 
Using 2010 Cost Infonnation 

Ohio Power Miscellaneous Distribution Charges Cost 

13. Returned check charge. 

Current charge: $10.00 Proposed charge: $9.00 

Bank fee per returned check $4.20 

Labor: Direct Collection Associate @ $16.80 per hour plus fringes at 56% x 1/12 hours (average p 2.18 

Labor: Payment Option Coordinator @ $38.60 per hour plus fringes at 56% x 1/20 hours (alverage 3.01 

Total rounded cost justified charge processing and review $9.00 

14. Temporary service requiring only reading-in and reading-out an exisfing meter. 

Current charge: $30.00 Proposed charge: $65.00 

Same as disconnect and reconnect at meter during normal business hours. 

Total cost justified charge from item #1. $65.00 

15. Connect Phone Line 

Current charge: $54.00 Proposed charge: $57.00 

Average travel time per trip: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% X.5 hour = $23.87 

Vehicle cost for class 40: $9.24 per hour x 1 hour = $9.24 

Average time at meter single phase: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% x.5 hour = $23.87 

Total rounded cost justified charge for single phase meters $57.00 



Ohio Power Company Exhibit AEM-2 
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Cost Support for Proposed Schedule of Charges 
Using 2010 Cost Infonnation 

Ohio Power Miscellaneous Distribution Charges Cost 

16. Perform Manual Meter Read 

Current charge: $39.00 Proposed charge: $45.00 

Average travel time per trip: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% x .5 hour = $23.87 

Vehicle cost for class 40: $9.24 per hour x 1 hour = $9.24 

Average time at meter single phase: 15 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% x .25 hour = $11.94 

Total rounded cost justified charge for single phase meters $45.00 

17. Check Phone Line and Perform Manual Meter Read Due to Loss of Communication 

Current charge: $44.00 Proposed charge: $49.00 

Average travel time per trip: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% x.5 hour = $23.87 

Vehicle cost for class 40: $9.24 per hour x 1 hour = $9.24 

Average time at meter single phase: 20 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% x.333 hour = $15.90 

Total rounded cost justified charge for single phase meters $49.00 

18. Repair/Replace Surge Protector 

Current charge: $65.00 Proposed charge: $121.00 

Total Cost justified charge from Item #17. $49.00 

Average time at meter single phase: 10 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% x .167 hour = $7.97 

Cost of Surge Protector |64.00 

Total rounded cost justified charge for single phase meters $121.00 



Ohio Power Company Exhibit AEM-2 
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Cost Support for Proposed Schedule of Charges 
Using 2010 Cost Information 

Ohio Power Miscellaneous Distribution Charges Cost 

19. Repair/Replace Interval Board 

Current charge: $146.00 Proposed charge: $123.00 

Total Cost justified charge from Item #17. $49.00 

Average time at meter single phase: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% x .5 hour = $23.87 

Cost of Interval board $50.00 

Total rounded cost justified charge for single phase meters $123.00 

20. Repair/Replace Modem Board 

Current charge: $236.00 Proposed charge: $212.00 

Total Cost justified charge from Item #17. ] $49.00 

Average time at meter single phase: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% x .5 hour = $23.87 

Cost of Modem board $139.00 

Total rounded cost justified charge for single phase meters $212.00 

21. Repair/Replace Interval and Modem Boards 

Current charge: $304.00 Proposed charge: $262.00 

Total Cost justified charge from Item #17. $49.00 

Average time at meter single phase: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 66% x .5 hour = $23.87 

Cost of Modem and Interval Board $189.00 

Total rounded cost justified charge for single phase meters $262.00 
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Cost Support for Proposed Schedule of Charges 
Using 2010 Cost Infonnation 

Ohio Power Miscellaneous Distribution Charges Cost 

22. Temporary service -120/240V, 1 ph, 200A with 100 foot service lateral from permanent overhead source. 

Install and remove service. 

Current charge: $204.00 Proposed charge: $238.00 $ 238.00 

23. Temporary service -120/240 V, 1 ph, 200 A with 100 foot service lateral from pennanent underground 

source. Install and remove service. 

Current charge: Actual Cost Proposed charge: $138.00 $ 138.00 



Columbus Southern Power Company Exhibit AEM-2 
Terms and Conditions of Sewice 16 of 33 

Cost Support for Proposed Schedule of Charges 
Using 2010 Cost Information 

Columbus Southern Power Company Miscellaneous Distribution Charges Cost 

1. Reconnect at meter for non-pay during regular business hours (8:00 a.m. to 4:00 p.m.) when disconnect 

Is made at meter. 

Current charge $11.30 Proposed charoe: $48.00 

Average travel time per trip: 20 Minutes 

Labor: MRO Specialist @ $23.08 per hour plus fringes at 63% x .333 hour = $12.53 

Average time to disconnect and reconnect: 12 minutes 

Labor: $23.08 per hour plus fringes at 63% x .2 hour = $7.52 

Vehicle cost for class 24: $7.79 per hour x .533 hour = $4.15 

Total cost justified reconnect charge $24.20 

Cost justified disconnect charge $24.20 

Total rounded cost justified charge $48.00 

2. Reconnect at meter for non-pay during overtime hours after 4:00 p.m. and Saturdays. 

Current charoe: $80.00 Proposed charoe: $101.00 

Average travel time per trip: 1 hour 

Labor: MRO Specialist @ $23.08 per hour x 1.5 (time and a half) x 2 hr. (min) = $69.24 

(Two hour union contractual call out minimum) 

Vehicle cost for class 24: $7.79 per hour x 1 hour = $7.79 

Total cost justified reconnect charge $77.03 

Costjustlfied disconnect charge (during regular hours) $24.20 

Total rounded cost justified charge $101.00 
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3. Reconnect at meter on Sunday or holidays when double time is required. 

Current charge 105.00 Proposed charge: $124.00 

Average travel time: 1 hour 

Labor: MRO Specialist @ $23.08 per hour x 2 (double time) x 2 hr. (min.) = $92.32 

(Two hour union contractual call out minimum) 

Vehicle cost for class 24: $7.79 per hour x 1 hour = $7.79 

Total cost justified reconnect charge $100.11 

Cost justified disconnect charge (during regular hours) $24.20 

Total rounded costjustlfied charge $124.00 

4. Reconnect for non-pay during regular business hours (8:00 a.m. to 4:00 p.m.) when disconnect 

is made at pole. 

Current charge: $60.00 Proposed charge: $152.00 

Average travel and time to disconnect or reconnect: 1 hour 

Labor: Line Mechanic A @ $28.76 per hour plus fringes at 63% x 1 hour = $46.88 

Vehicle cost for class 77: $29.32 per hour x 1 hour = $29.32 

Cost justified reconnect charge $76.20 

Cost justified disconnect charge $76.20 

Total rounded cost justified charge $152.00 
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5. Reconnect for non-pay during overtime hours when disconnect is made at pole. 

(Disconnect during regular hours/reconnect during overtime hours) 

Current charge: $180.00 Proposed charge: $192.00 

Average travel and time to disconnect or reconnect: 1 hour 

Reconnect: Line Mechanic A @ $28.76/hr. x 1.5 (overtime) x 2 hr. (min) = $86.28 

(Two hour union contractual call out minimum) 

Vehicle cost for class 77: $29.32 per hour x 1 hours = $29.32 

Cost justified reconnect charge $115.60 

Disconnect: Line Mechanic A @ $28.76/hr. plus fringes at 63% (reg. time) $46.88 

Vehicle cost for class 77: $29.32 per hour x 1 hours = $29.32 

Total rounded costjustlfied charge $192.00 

6. Reconnect at pole on Sunday or holiday when double time is required. 

(Disconnect during regular hours/reconnect during Sunday or holiday) 

Current charge: $230.00 Proposed charge: $221.00 

Average travel and time to disconnect or reconnect: 1 hour 

Labor: $28.76 per hour x 2 (double time) x 2 hr. (min.) = $115.04 

(Two hour union contractual call out minimum) 

Vehicle cost for class 77: $29.32 per hour x 1 hours = $29.32 

Total cost justified reconnect charge $144.36 

Disconnect: Line Mechanic A @ $28.76/hr. plus fringes at 63% (reg. time) $46.88 

Vehicle cost for class 77: $29.32 per hour x 1 hours = $29.32 

Total rounded costjustlfied charge $221.00 
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7. Install locking device and reconnect service. 

Current charge: $38.00 Proposed charge: $69.00 

Average travel time per trip: 30 Minutes 

Labor: MRO Specialist @ $23.08 per hour plus fringes at 63% x .50 hour = $18.81 

Average time to install lock and reconnect meter 15 minutes 

Labor: $23.08 per hour plus fringes at 63% x .25 hour = $9.41 

Locking device (Jiffy Lock) $10.55 

Vehicle cost for class 24: $7.79 per hour x .75 hour = $5.84 

Costjustlfied disconnect charge $24.20 

Total cost justified reconnect charge $69.00 

8. Disconnect and Reconnect at customer's request for non-credit related reasons. 

Current charge: $30.00 Proposed charge: $76.00 

Disconnect/Reconnect Is made at pole, weatherhead, secondary bushings of transformer or other 

similar manner. Customer will be assessed charge for each trip. 

Cost justified reconnect charge from item #4. $76.00 

Cost justified disconnect charge from Item #4. $76.00 
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9. Collection trip charge Is accessed the customer for each time an employees Is dispatched to the 

customer's premise for the purpose of performing collection activities. 

Current charge: $8.00 Proposed charge: $15.00 

Average travel time per trip: 15 minutes 

Labor; MRO Specialist @ $23.08 per hour plus fringes at 63% x .25 hour = $9.41 

Average time to complete collection task at customer site: 5 minutes 

Labor: MRO Specialist @ $23.08 per hour plus fringes at 63% x .083 hour = $3.12 

Vehicle cost for class 24: $7.79 per hour x .333 hour = $2.59 

Total cost justified reconnect charge $15.00 

10. Meter test charge for single phase meters for each subsequent test conducted within thirty-six (36) 

months of the last previous test. 

Current charge: $28.00 Proposed charge: $56.00 

Average travel time per trip: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .5 hour = $23.44 

Vehicle cost for class 40: $9.24 per hour x 1 hour = $9.24 

Average time at meter single phase: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .5 hour = $23.44 

Total rounded cost justified charge for single phase meters $56.00 
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11. Meter test charge for other than single phase meters for each subsequent test conducted within 

thirty-six (36) months of the last previous test. 

Current charge: $28.00 Proposed charge: $70.00 

Average travel time per trip: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .5 hour 

Vehicle cost for class 40: $9.24 per hour x 1.25 hour = 

Average time at meter other than single phase: 45 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .75 hour = 

Total rounded cost justified charge for other than single phase 

$23.44 

$11.55 

$35.16 

$70.00 

12 Minimum charge to investigate tampering or fraudulent practice. 

Current charge: $25.00 Proposed charge: $48.00 

Average travel time per trip: 30 Minutes 

Labor: MRO Specialist @ $23.08 per hour plus fringes at 63% x .5 hour = $18.81 

Average time to Investigate and Inspect equipment 20 minutes 

Labor: $23.08 per hour plus fringes at 63% x .333 hour = $12.53 

Locking device (Jiffy Lock) 

Vehicle cost for class 24: $7.79 per hour x .833 hour = 

Total cost justified tampering or fraud charge 

$10.55 

$6.49 

$48.00 

13. Returned check charge. 

Current charge: $6.00 Proposed charge: $9.00 

Bank fee per returned check $4.20 

Labor: Direct Collection Associate @ $16.80 per hour plus fringes at 56% x 1/12 hours (average process $2.18 

Labor: Payment Option Coordinator @ $38.60 per hour plus fringes at 56% x 1/20 hours (average proces $3.01 

Total rounded costjustlfied charge $9.00 
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14. Temporary service requiring only reading-in and reading-out an existing meter. 

Current charge: $30.00 Proposed charoe: $48.00 

Same as disconnect and reconnect at meter during normal business hours. 

Total cost justified charge from Item #1. $48.00 

15. Connect Phone Line 

Current charge: $54.00 Proposed charoe: $56.00 

Average travel time per trip: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .5 hour = $23.44 

Vehicle cost for class 40: $9.24 per hour x 1 hour = $9.24 

Average time at meter single phase: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .5 hour = $23.44 

Total rounded cost justified charge for single phase meters $56.00 

16. Perform Manual Meter Read 

Current charge: $39.00 Proposed charge: $42.00 

Average travel time per trip: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .5 hour = $23.44 

Vehicle cost for class 40: $9.24 per hour x 3/4 hour = $6.93 

Average time at meter single phase: 15 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .25 hour = $11.72 

Total rounded cost justified charge for single phase meters $42.00 
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17. Check Phone Line and Perform Manual Meter Read Due to Loss of Communication 

Current charge: $44.00 Proposed charoe: $47.00 

Average travel time per trip: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .5 hour = $23.44 

Vehicle cost for class 40: $9.24 per hour x .833 hour = $7.70 

Average time at meter single phase: 20 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .333 hour = $15.61 

Total rounded cost justified charge for single phase meters $47.00 

18. Repair/Replace Surge Protector 

Current charge: $65.00 Proposed charge: $119.00 

Total Cost j ustlfied charge from Item #17. $47.00 

Average time at meter single phase: 10 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .167 hour = $7.83 

Cost of Surge Protector $64.00 

Total rounded cost justified charge for single phase meters $119.00 

19. Repair/Replace Interval Board 

Current charge: $146.00 Proposed charge: $120.00 

Total Cost justified charge from Item #17. $47.00 

Average time at meter single phase: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .5 hour = $23.44 

Cost of Interval board $50.00 

Total rounded costjustlfied charge for single phase meters $120.00 
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20. Repair/Replace Modem Board 

Current charge: $236.00 Proposed charoe: $209.00 

Total Costjustlfied charge from Item #17. $47.00 

Average time at meter single phase: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .5 hour = 

Cost of Modem board 

Total rounded costjustlfied charge for single phase meters 

$23.44 

$139.00 

$209.00 

21. Repair/Replace Interval and Modem Boards 

Current charge: $304.00 Proposed charge: $259.00 

Total Costjustlfied charge from Item #17. $47.00 

Average time at meter single phase: 30 minutes 

Labor: MRO Electrician A @ $28.76 per hour plus fringes at 63% x .5 hour = 

Cost of Modem and Interval Board 

Total rounded cost justified charge for single phase meters 

$23.44 

$189.00 

$259.00 

22. Temporary service - 120/240V, 1 ph, 200A with 100 foot service lateral from permanent overhead source. 

Install and remove service. 

Current charge: Actual Cost Proposed charge: $236.00 $236.00 

23. Temporary service -120/240 V, 1 ph, 200 A with 100 foot service lateral from permanent underground 

source. Install and remove service. 

Current charge: Actual Cost Proposed charge: $129.00 $129.00 
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Ŝ  
CO 

.£= 
o 
c 
o 

I' 
o 

O 

01 

I 
Q. 
o •8 

ffi 
Q. 
-CJ 
c 
ro 
ffi 
c 

o 
o 
t^ ' 

5 
ai 
p 

- a 
ffi 
CO 
o 
Q 
P 

o 
o 

?• 
CO 
oi 
p 

x : 
O 

§ 
3 i 
01 

CO o 
r - r>-
co r^ 
CM V i 
V i 

CM 
01 
at 
CO 

Q . 

O 
oes 

s. 
l i i 

3 

o 
CO 

o 
o 

V » V i 

i n 

i n 
CO 

to 
CO 
ffi 
P ) 
c 

CO • -

£Z C O 

E "^ = 00 
O CM 
CO V i 

-? 
i_ c 
ffi ro 
C L ' O 
ffi ' £ 
E o 

•E ffi 

ffi «= 
CJ) . . 

2 b 
ffi X ) 

^i3 

II 
c 

E CO 
ffi 

in g 

^ CM 

" - ro 
• * x : 
CM CL 
CJJ .ffi 
C * P ) 
• • E 

o "to 
• * 1 -

CO ffi 

5S "TO 

o = 
b ro 
S ro 
o -.p 
:;! ro 

JD CJ) 
.0 2 
. c : ffi 

^ ^ 

3 
o 

. c 

CO 
CO 
CO 

i n 
CO 

to 
CO CO 

S, ro 

£ E 
CO ffi 
3 CO 

^ r o 

b °-
O ffi 

•«= " p l 

I'i 
CM E* 
««^ ro 

©"5 
<•§ 
.55 'ii 
• | . | 

u] o 

a : TJ 

s i 
. . p 

2 3 
roo 

o 
o S8 

^1 

CM 
01 
• 1 
CD 

Q . 

O 

oes 

^ 
•e 
CD 

Q . 

3 

•5 
CO 

o 
o 

CJJ 

01 

I 
o 
08 

UJ 
Si 
3 

CO 

CO 

o 
o 

CO o 
o 

CO CD 
CM i n . 
CO co l T -

« o 

o 
o 

CM 

CO 

oi 
E 
ro 

TJ 
ffi 
CO 

3 
o 

CO 

i n 
CO 

ro 

CO 
ffi 

CO 

c 

1 
o 

CO 
3 

3 
o 

o 

I 
Q. 
ffi 

B 
3 

CO 
ffi 
u 

.TO 

& 

I 
OH 

ffi 
C3. 

t ffi f ^ 
ro « 00 

— ro CM 

2 ffi® 

ffi 

o 
o 
i n 
CD 
CO 

ro 
x : 
o 

" c 

2 
3 
O 

ro 
o 

52 
B 
ffi 

E 

ro 
x : 
CJ. 

j j 
CJ) 
c 

'co 

ffi 
E> 
ro 

x : 
o 

8 
CM 

CO 

8 
§ 

ro V. 
.C ffi 
" ' f f i ^ 
^ E ^ 

.™ o 

ffi 
CJ) 

CO 
o 

O 
"TO 2 O 
. S ffi XJ 

|2^5 

i J CO 

1-5 
2 8 

l l 
CO 3 

•52 
O o 

O H 

§ 

1 
ffi 

ffi 
o 

JD 
ca. 
ffi 

CH 

ro 

& 
D:: 

o 
o 

I 
CO 

p 

3 
o 

i n 
CO 

to 
CO 

c 

CO 

I b 
c o 

^ ^ • ^ -

E ffi f ^ 
ro w 00 

— ro CM 

^ ^ ^ . 
2 ffi® 

ffi ? < 

ro ._ .SS 
x : ffi u 

" -SS 
^ E g 
istsin 
« ffi o 

• 5 E Q : 

s T 2 
O ffi 

i^^iS 

2 
ffi 
'S 
E 
$ 
ro 
CJ. 

ro 
CJ) 
c 
'm 

L . 

ffi 
E> 
ro 

TJ 
.© 

^.1 
Sto 

XJ o n 
11 
•52 

21 
CJ) 



CM 

^ 
UJ 

< . t i 

CO 
CO 
M -
o 

CO 
CO 

LU 

to 
0) 
a t 

O 
CD O 

fa 1^ 
<£'i 

o8 

£ 

•5 c 
J D . 2 
3 CD 

TJ P 
01 E 

-g-s 
CO S 
TJ I n 

§5 
&° 

to -J^ C 
E t : 'io 
% 2 . ^ 

• a . 
3 

CO 

'to 
o 
O 

CO 

O 
O 

CD 

O 

E 
o 
O 

o 
0 . 

I 
§ 

ffi 
- p 
o 

JD 
OL 

ro 
CJ. 

o 
CM 

O 
O 

CO 

CM 
V i \ 

o 
• p 
ffi 
CO 

o 
§ 5 

E 

ffi 
p j 

CD 
CO 
CM 
CO 

oi p 
1 -

ro 
.c o 
c 

sz 
o 

- p 
ffi 

s ^ 

to 3 

!2 O 

O 
ro 
' o 

CO o 
h - o 
CO a i 
CM CO 
V i 

CM 
01 

I 
o 

oes 

UJ 
01 

o 
CO 

o o 
CD 

CM 
c o l CO 

3 

o 
J = 

in 
CO 

to 
CO 
ffi 
CJ) 
c 

CO 

if 
3 3 
C O 

• ^ 
ffi r -S oci 
ro CM 

ffi® 

: ^ . ro 
ffi o 

E ^ 
toUJ 
ffi O 

Etc 

CJ) • • 

2 b 
ffi XJ 

^ 3 

i2 
ffi 
t5 
E 
ffi 
CO 

ro 
Q . 

ro 
CJ) 
c 
CO 

ffi 
p> 

- p 
.ro 

9 ^ 
XJ o 

E " 

11 
•52 
• K ro 
o B 
O H 

o o 

CO 

CO 

"E 
ro 
o 

CQ 

E 
ffi 

- p 
o 

TJ 
C 
ro 

1 
ro 

C J . 

I 
ro a. 
.2 
CM 

O 
O 

s 
oi 
E 
ro 
x : 
u 

- p 
ffi 
CO 

o q 

CO 

3 

o 

ffi 
P> 

1 
CO 
3 

CO 

o 
O 

I 

CO 
1 ^ 
CO O ) 
CM 0 0 
CO 

I 
CO 

Q . 
O 
oes 

s. 
UJ 

i > 
3 

TJ 
01 

O 
o 
o 
CO 
CM c o l CO 

3 

o 

in 
CO 

8 
CJ) 
c 

CO 
. 3 

Q . 
L . 
3 
O 

E t 
K 8 

oifS. 
s «) 

ffi® 

E< 
f ro 

2 
I? ffi 

E 

ro 
Q. 

.TO 
CJ) 
c 

ffi 
E* 
ro 
x : 
o 

ffi u 

IV. 
toilJ 
ffi o 
E D £ 

ffi 
CJ) • • 

2 b 
ffi XJ 

5 ro 
< - I 

C CO 
— 3 

ro CJ 

II 
•5 2 

•2 

3 

o 
CO 

TJ 
ro 
ffi 

•E 
ffi 

§ 
• c 
ffi 
c 
ro 

ffi 
Q . 

E 
p 

2 
ffi 

ffi 

y 
ffi 
CO 

'5 
£ 
o 
o 

5 

o 
CM 

I. 
CM ffi 
CD 
CM 

ffi 
CO 

8 § 

£ I 
£ < T J 
ro c 
b ™ 
E B 
ffi "2 

CM 
CM 

01 
CJl 
CD 
0 . 
o 
o8 

^ 
•e 
CO 
Q. 
T — 

111 
ffi 
3 

TJ 
01 

^ 
CO 
o 
o 
K 
CO 
CM 
CO 

o 
o 
r^ 
CO 
CM 
CO 

oi 
E 
ro 
x : 
o 

• p 

^ 
o 
Q 

2 
Q. 

O 
o 
o 
o 
CO 

ffi 
p 
c. 
ro 
x : 
o 

+. . 
c ffi 
L . 
i . 
3 

o 

- p 
c 
3 

p CJ) 
1 -
ffi 

TJ 
c 
3 

*.» c ffi 
c 
ro 

ffi 
Q . 

E 
o 
a H -

"ro 
i Z 
ffi 
.»s jg 
ffi 
o 
E 
ffi 
CO 

o 
a o 
o 
T— 

x: 
.^ 5 
< 
o 
o 
CM 

x f 
Q. ai 

T - o 

> - | 
O CO 
:J ro 

§i CM E 

T 2 
ffi - p 

" £ •g ro 
ffi "m CO m 
Z. « ^ c ro 
fe . 
O ffi 
Q . o 
E b 
© o 

H S 
CO 
CM 

q> 

CL 
O 
oes 

^ 
•c 
CO 
a. 
.f-. 

LU 
JS 
3 

TJ 
01 

CO 
o 
o 
" t " 
CO 

5 

o 
o 
r r 
CO 

*-CO 

oi 
E 
ro 

f 
CJ 
T3 

u Q 
:Q 

2 
Q. 

to 
o 

o i—-
CO 

• 3 

o 
< 
iii 
p 

ro 
o 
*.* c ffi 

^̂  i -
3 

o 



LU < 

c 

£ a> S 
JZ 3 01 

y ^ £ 
CO 0 1 * ; 
J i > t/i 

< cu . S 

o 
Q . 

T J 
01 
C 

in 
E 
o 
O 

CO 

o 
3 
C 
0) 

> 
0) 

0) 
c 
« 
O 
• p 
c 
CQ 

< 
o 
X 

o 
CL 
UJ 
< 

= H 

c 
01 

° E 
o-g 
CM S 

< 

r-. CO 
• * m 
CJ CO 
T— T -

01 01 

c c 
- J ' - J 

CM CM 

CO CO 
LU LU 
CD 0 ) 
3 3 
TJ TJ 
ffi 0) 
.n .n 
o o CO CO 

CJ) C O 
• * • < -

co_c» 
CD'CO" 

in o CM CM 

CM 
CO 
UJ 
in 
CO 
• * 

c » h -
tX) • * 
O CO 

c j i ' io" 
IO 

CO CO 
CM"»-" 

coco 

CM CM 

t » CO 

CM 

CJl • ^ 
CO CO 
• * r- . 

CM" co" 
CD • * 
o CO 

CM CO 
1 ^ oo 

CM CO 
O CM 
CD i n 
i n co" 
00 CM 
CM CM 

CD 

o 
CL 

01 

3 
o 

S i " I" °- E_ 
.2 .2 ro 
5 O 'o 
O O H 

r ^ 00 
• * i n 
CO CO 

ffi ffi 
c c 

CM CM 

CO C O 
LU lU 
_2 _ffi 
3 3 
TJ TJ 
W ffi 
x: sz 
o u 
coco 

•2 ro S 
C 3 g 
o c E 
O § to 
"m ffi . 2 
E < 

CO t ^ 
O 00 
r~. CD 
• * " c j i ' 

CO 

ffi 
S 
"c 
ffi 

E 
.c 
o 
CO 

CO 

ffi 
T3 

O 

c 
CO 
ffi 
o 
-o 
CO 

c 
o 

CO 
ffi >. 
a 
2 
CO 

CO 
ffi 
3 
c 
ffi > 
ffi 

TJ 

ro ^ 

s 'S 
o 

2 ^ 
= H 

.ro ..-
£ ro g 

O CJ 
CM 

C O C O 

CO 1 ^ 
CO CO 
o o T -

co"'*" 

IO 
in 
CJ) 

o>" 

CM" 

CO 

0 0 o o 
h~ 1 ^ 

CM T -

co in 

CM • * " 

<o«o 
CJ) CJ) 

r̂  o 
CO N . 
•<-"c0" 

CO 

i 
o 

CL 

o 

1 = 
°- E_ 
.2 .2 ro 
5 o o 
O O H 

c 
ffi 

E 

5 
ffi 

ffi > 
ffi 

01 
< 
a. 
to *̂  
o 



5 o 

Q. — 

Q E 

E 

J 



CO . « • 

S 'S 
l y CO 

o 
O I 

•5 o 
o 
o 

o 
o 
o 

CO 

l o 

> o 
l o t 

s^ I 4) 

^ • : 

; « 5 : 

3 
O 
_i <( 
o 

h 

2 ; 
I" 

S'o . 

0 . 

i l , 2 
n 

! m 

J-

UI c 

•' '§ 

8 
UJ 

.s 
i l 

1 
o 
0 ( 



CO ^ 

S '5 

CL 

1 
CO 
o 
• a 
0) 

c 

1 
o 
o 

UJ 
CO 
3 

i 
o 
UI 

2 
_ l 
< 
3 
Z 
Z < 

! 
3 
y 
s 

Q 
a> «> 
n 
U 
c 
o 
3 

5 

e» 

c 
o 

1 c 

1 
CO 

(0 
2 
a 

" 

OJ 

o" 
t o 

C>l 

IS 

CM 

csT 

o 
O 

(O 

t o 

(0 

•i 
to 
.* 

o 

1 

73 

m 

o 

1^ 

t n 

CO 

i 
co" 

'E 
i ! 
CL 

•s 
a 

CO r* 

0) 

d 
S 

oo 

1 
od" 
o 
CVJ 

1 
a> 

CO 

c 

g 
o 

"O 

o 

oi 
u t 
CM_ 

1 
.i 
Q 

|2 

- t N 

to 

H 
T3 

1 
« 

o> 

PJ 

• ^ 

o 

i 
CO 

CD 

a. 

3 

5 
CD 

O 

1 

1 
!>. 

Ri 
CO 

CO 

Q . 

b 

00 

CM 

O l 

o> 
I D 
(O 

co" 
00 

H 

o 
CM 

o> 
oo" 

o> 
00 
CO 

CM 
OJ 
CM 

CM 
CO 

i 
oo 
CO 
oo 
CM 

s 

t 
CO* 

1 
s 

CO 

&" 

&" 

c 

•s 
CD 

S 8 

I f ) 

c g 

1 
is 

a. 

Es 

O 

cn 

1 
•s 

3 
z 

s 

1 

f 
1 

c« 

1 
a s 

0) 

1 
! 

CO 

CO 

d. 

1 

CM 
(O 

§ 

1 
(0 

'(Q 

1 
CO 
CO 

OJ 
CM 
CO 

s 

0) 
0) 

s 

1 -
cn 

1 
CO 

8 

s 

co' 
CM 

1 
1 

l2 

ft s? 

CO 

C M 

1 
i 

s 

O l 
CM 
(O 

Ri 

s 
a 

c 

1 
§ 

1 
CO 

CJl 

z 

i 
o 
X 

15 
•£ 
0) 

5-

co' 

§ 

1 

I 
s? 3 

u. 

§ 

•I 
? 

CO 

u. 

IO 

o> 

d 

'5 

CO 

CO 

i 

1 

CM 

1 

•5 
1 
a: 

§ 

9 

u. 

C 

5 
? 

So 

i 

1 
o 

• s 
z 

1 
C 

5 S 

en 
d 

o 

i 
s 

C M 

i 

1 
< 
d 
O 

i 
s 



ffi 

D. 

LU 

a> 
45 
D£ 
k. 

^ 

s 
^ 
< 

CO 

2 
'n O) 

o 
Q. 
UJ 
< 

CO 
o 
i n 

o" 
CO 

• * " 

i n 
oo 
i n 

co" 
C O 
CM 

CM" 

CO CO 

*.» 
c 
ffi 

E 
2 
3 
CJ-
ffi 

a: 
ffi 
3 
C 
ffi 

to 
V J 

c 
ffi 

T J 
CO 
ffi 
Q: 

"c 
ffi 

E 
.2 
3 
c j -
ffi 
Qi 
ffi 
3 
C 
ffi > 
ffi 

CO 
ffi 
C^ 
c 
o 
z 

I - -
CM 

CO 

i n 
o 
CM 

CO CO 

CJl 
CO 

o 
1 ^ 
CM^ 

• ^ ' ' 

i2 
ffi 

E 

3 

o 

v.. c 
ffi 

-a CO 
ffi 

a: 

co 

US' 
0 0 
T— 

ffi 

1 CO 
3 
O 
to 

1 
T J 'co 
ffi 
DC 

c 
o 
Z 

t ^ 
CM 

CD 

o 
CD 

CO CO 

^ ro 
OH 

.>. x : 
" c 
p 

S 

i2 
ffi 

E 
5 
CO 
3 

o 
ro 

• • I S 

c 
ffi 
-a 
CO 
ffi 
CC 

• s 
ro 

.>» 
£ 

o 
S 

2 
ffi 

E 

w 
3 

o 
!ro 
' c 
ffi 

. •p 
CO 
ffi 

CC 
1 

c 
o 
z 

• * 
CO 

o 
6 T— 

d 
z 
ffi 
CO 
ro 
o 
c 

- p 
ffi 
CO 
'> 
ffi 
c 
CO 

ro 
CJ) 
.c 

ffi 
• P 

CC 

g l 
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Proposed Post Merger Ohio Power Company Exhibit AEM-8 
Ohio Power Rate Zone Page 1 of 4 
OHIO POWER COMPANY Original Sheet No. 87-1 

P.U.C.O. NO. 20 

Deferred Asset Recovery Rider 

Effective Cycle 1, 2013, all customer bills subject to the provision of this Rider, including any 
bills rendered under special contract, shall be adjusted by the Deferred Asset Recovery Rider 
charge of 11.8088% ofthe customer's distribution charges under the Company's Schedules, 
excluding charges under any applicable Riders. This Rider shall be adjusted periodically to 
recover amounts authorized by the Commission. 

Filed pursuant to order dated in Case No. 
Issued: Effective:. 

Issued By 
Joseph Hamrock, President 

AEP Ohio 



Proposed Post Merger Ohio Power Company Exhibit AEM-8 
Columbus Southern Power Rate Zone Page 2 of 4 
OHIO POWER COMPANY Original Sheet No. 87-1 

P.U.C.O. NO. 20 

Deferred Asset Recovery Rider 

Effective Cycle 1, 2013, all customer bills subject to the provision of this Rider, including any 
bills rendered under special contract, shall be adjusted by the Deferred Asset Recovery Rider 
charge of 11.8088% ofthe customer's distribution charges under the Company's Schedules, 
excluding charges under any applicable Riders. This Rider shall be adjusted periodically to 
recover amounts authorized by the Commission. 

Filed pursuant to order dated in Case No. 
Issued: Effective:. 

Issued By 
Joseph Hamrock, President 

AEP Ohio 



Exhibit AEM-8 
Page 3 of 4 

OHIO POWER COMPANY Original Sheet No. 87-1 

P.U.C.O. NO. 20 

Deferred Asset Recovery Rider 

Effective Cycle 1, 2013, all customer bills subject to the provision of this Rider, including any 
bills rendered under special contract, shall be adjusted by the Deferred Asset Recovery Rider 
charge of 11.8088% ofthe customer's distribution charges under the Company's Schedules, 
excluding charges under any applicable Riders. This Rider shall be adjusted periodically to 
recover amounts authorized by the Commission. 

Filed pursuant to order dated in Case No. 
Issued: Effective:. 

Issued By 
Joseph Hamrock, President 

AEP Ohio 



Exhibit AEM-8 
Page 4 of 4 

COLUMBUS SOUTHERN POWER COMPANY Original Sheet No. 87-1 

P.U.C.O. NO. 8 

Defen-ed Asset Recovery Rider 

Effective Cycle 1 January 2013, all customer bills subject to the provision of this Rider, including 
any bills rendered under special contract, shall be adjusted by the Deferred Asset Recovery Rider charge 
of 11.8088% of the customer's distribution charges under the Company's Schedules, excluding charges 
under any applicable Riders. This Rider shall be adjusted periodically to recover amounts authorized by 
the Commission. 

Filed pursuant to order dated in Case No. 
Issued: Effective:. 

Issued By 
Joseph Hamrock, President 

AEP Ohio 



Proposed Post Merger Ohio Power Company Exhibit AEM-9 
Ohio Power Rate Zone 1 of 4 
OHIO POWER COMPANY Original Sheet No. 87-1 

P.U.C.O. NO. 20 

Deferred Asset Recovery Rider 

Effective Cycle 1,2013, all customer bills subject to the provision of this Rider, including any 
bills rendered under special contract, shall be adjusted by the Deferred Asset Recovery Rider 
charge of 12.256211.8088% ofthe customer's distribution charges under the Company's 
Schedules, excluding charges under any applicable Riders. This Rider shall be adjusted 
periodically to recover amounts authorized by the Commission. 

Filed pursuant to order dated in Case No. 
Issued: Effective:. 

Issued By 
Joseph Hamrock, President 

AEP Ohio 



Proposed Post Merger Ohio Power Company Exhibit AEM-9 
Columbus Southem Power Rate Zone 2 of 4 
OHIO POWER COMPANY Original Sheet No. 87-1 

P.U.C.O. NO. 20 

Deferred Asset Recovery Rider 

Effective Cycle 1, 2013, all customer bills subject to the provision of this Rider, including any 
bills rendered under special contract, shall be adjusted by the Deferred Asset Recovery Rider 
charge of 12.256211.8088% ofthe customer's distribution charges under the Company's 
Schedules, excluding charges under any applicable Riders. This Rider shall be adjusted 
periodically to recover amounts authorized by the Commission. 

Filed pursuant to order dated in Case No. 
Issued: Effective:. 

Issued By 
Joseph Hamrock, President 

AEP Ohio 



Exhibit AEM-9 
3 of 4 

OHIO POWER COMPANY Original Sheet No. 87-1 

P.U.C.O. NO. 20 

Deferred Asset Recovery Rider 

Effective Cycle 1, 2013, all customer bills subject to the provision of this Rider, including any 
bills rendered under special contract, shall be adjusted by the Deferred Asset Recovery Rider 
charge of 12.256211.8088% ofthe customer's distribution charges under the Company's 
Schedules, excluding charges under any applicable Riders. This Rider shall be adjusted 
periodically to recover amounts authorized by the Commission. 

Filed pursuant to order dated in Case No. 
Issued: Effective:. 

Issued By 
Joseph Hamrock, President 

AEP Ohio 



Exhibit AEM-9 
4 of 4 

COLUMBUS SOUTHERN POWER COMPANY Original Sheet No. 87-1 

P.U.C.O. NO. 8 

Deferred Asset Recovery Rider 

Effective Cycle 1 January 2013, all customer bills subject to the provision of this Rider, including 
any bills rendered under special contract, shall be adjusted by the Deferred Asset Recovery Rider charge 

I of 12.256211.8088% of the customer's distribution charges under the Company's Schedules, excluding 
charges under any applicable Riders. This Rider shall be adjusted periodically to recover amounts 
authorized by the Commission. 

Filed pursuant to order dated in Case No. 
Issued: Effective:. 

Issued By 
Joseph Hamrock, President 

AEP Ohio 
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BEFORE 
THE PUBLIC UTILITIES COMMISSION OF OfflO 

DIRECT TESTIMONY OF 
DAVID A. DAVIS 
ON BEHALF OF 

COLUMBUS SOUTHERN POWER 
AND 

OfflO POWER COMPANY 

1 I. PERSONALDATA 

2 Q. WILL YOU PLEASE STATE YOUR NAME, BUSBMESS ADDRESS AND 

3 POSITION? 

4 A. My name is David A. Davis. My business address is 1 Riverside Plaza, Columbus, Ohio 

5 43215. My position is Manager - Property Accounting Policy and Research for 

6 American Electric Power Service Corporation (AEPSC), a wholly owned subsidiary of 

7 American Electric Power Company, Inc. (AEP). 

8 Q. WHAT ARE YOUR PRINCIPAL AREAS OF RESPONSmiLnY? 

9 A. My responsibilities include providing the AEP electric operatmg subsidiaries with 

10 accounting support for regulatory filings, including the preparation of depreciation 

11 studies and testimony. I also monitor regulatory proceedings and legislation for 

12 accounting implications and assist in determining the appropriate regulatory accounting 

13 treatment. 

14 Q. PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND WORK 

15 EXPERIENCE. 

16 A. I received a Masters Degree in Business Administration from the University of Dayton 

17 in 1988. I also have a Bachelors degree in Business Administration with a major in 

18 accounting from Ohio University that I received in 1976. I am a Certified Public 



1 Accountant (Inactive) in the state of Ohio. In 1980, I was employed by Columbus 

2 Southem Power Company (CSP), one of the AEP operating companies, as an 

3 accountant. I have held various positions in the Accounting Departaent including 

4 Special Studies, Reports and Lease Accountmg. From 1984 to 1985,1 was employed by 

5 Columbia Gas System Service Corporation as a staff auditor, where my responsibilities 

6 included financial and procedural audits of the Columbia Gas Distribution Companies 

7 and other subsidiary companies. From 1986 to present, I have been employed by AEP at 

8 the Service Corporation, CSP or Ohio Power. At AEP, I have held several positions 

9 including Supervisor of Consolidation Accounting, Manager/Supervisor of Property 

10 Accounting (for 16 years) and my current position of Manager - Property Accounting 

11 Policy and Research. 

12 Q. HAVE YOU PRESENTED EXPERT TESTIMONY IN RATE AND 

13 DEPRECIATION PROCEEDINGS BEFORE REGULATORY AGENCIES OR 

14 COMMISSIONS? 

15 A. Yes. In 2007, I testified before the Oklahoma Corporation Commission (OCC or 

16 Commission) on behalf of Public Service of Oklahoma (PSO or Company) concerning 

17 depreciation in Cause No. PUD 200600285. Also, in 2007 I prepared a generation 

18 depreciation study for the Louisiana Public Service Commission in Docket No. U23327, 

19 Subdocket A on behalf of Southwestern Elecfric Power Company (SWEPCO). In 2008, 

20 I prepared an updated depreciation study and testimony for PSO and testified before the 

21 OCC in Cause No. PUD 200800144. In 2009, I prepared a depreciation study for 

22 SWEPCO that was filed with the Arkansas Public Service Commission (APSC) in 

23 Docket No. 09-008-U. Also, in 2009,1 prepared a depreciation study for SWEPCO that 



1 was filed with the Public Utility Commission of Texas in Docket No. 37364. In 2010,1 

2 prepared a depreciation study for PSO that was filed with the OCC in Oklahoma in 

3 Cause No. PUD 201000050. In addition, I have assisted with depreciation studies for 

4 AEP operating companies in Ohio, Kentucky, Virginia, West Virginia, Indiana and 

5 Michigan. 

HAVE YOU HAD ANY FORMAL TRAINING RELATING TO 

DEPRECIATION AND UTILnY ACCOUNTING? 

Yes. I am currently an at-large director of the Society of Depreciation Professionals 

(SDP) and have completed framing offered by the SDP that included Depreciation 

Basics, Life Analysis for Valuations, Life and Net Salvage Analysis, and Preparing and 

Defending a Depreciation Study. These fraining classes included an infroduction to 

Plant and Depreciation Accounting, Data Requfrements and Collection, Depreciation 

Models, Life Cycle Analysis, Current Regulatory Issues, Actuarial Life Analysis, Net 

Salvage Analysis and Simulation Life Analysis. In addition, I am a past member and 

have attended and participated in numerous Edison Electric Institute Property 

Accounting and Valuation meetings. 

n . PURPOSE OF TESTIMONY 

ARE YOU SPONSORING ANY EXHIBITS IN TfflS PROCEEDING? 

Yes. I am sponsoring the following exhibits: 

Exhibit DAD-1 - Depreciation Study Report for Columbus Southem Power Company 

Exhibit DAD-2 - Depreciation Study Report for Ohio Power Company 

Exhibit DAD-3 - Combined Company Depreciation Rate Calculation 
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WHAT SCHEDULES ARE YOU SPONSORING OR CO-SPONSORING? 

I am co-sponsoring the following schedule: 

• Schedule B-3.2 - Depreciation Accrual Rates and Jurisdictional Reserve 

Balances by Accounts 

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN TfflS PROCEEDING? 

My testimony recommends revised Disfribution and General Plant depreciation accrual 

rates for Columbus Southem Power Company (CSP) and Ohio Power Company (OPCo) 

or collectively, AEP Ohio. The recommended depreciation accrual rates are based on 

my depreciation studies for AEP Ohio's electric utility plant in service at December 31, 

2009. Schedules I and II in my Depreciation Study Report for CSP (Exhibit DAD-1) 

and Schedules I and II in my Depreciation Study Report for OPCo (Exhibit DAD-2) 

detail the results of my studies. The depreciation rates determined by my studies are 

intended to provide recovery of invested capital, cost of removal, and credit for salvage 

over the expected life ofthe property. 

The revised depreciation rates are primarily required to update Disfribution and 

General Plant rates set by the Public Utilities Commission of Ohio (the Commission) in 

Case No. 91-418-EL-AIR for CSP and in Case No. 94-996-EL-AIR for OPCo. 



1 Q. WHY SHOULD THE RESULTS OF THESE DEPRECIATION STUDIES BE 

2 USED TO CHANGE CURRENT DISTRIBUTION AND GENERAL 

3 DEPRECIATION RATES? 

4 A. My depreciation studies are updated through December 31, 2009 and use an estimate of 

5 depreciable lives and net salvage values through that date. Current Distribution and 

6 General depreciation rates are based on investment at December 31,1989 for CSP and at 

7 December 31, 1993 for OPCo. The approved depreciation rates are the rates 

8 recommended by the Commission staff in Case No. 91 -418-EL-AIR for CSP and in Case 

9 No. 94-996-EL-AIR for OPCo. 

10 Disfribution and General net salvage percentages recommended were based on 

11 an analysis of Company retirement, salvage and removal cost data for a 40-year period. 

12 The procedure used to calculate AEP Ohio's net salvage percentages is typical and is 

13 used throughout the utility industry and for all of CSP and OPCo's affiliated companies. 

14 As noted by Robert L. Hahne, Gregory E. Aliff and Deloitte & Touche, LLP in 

15 "Accounting for Public Utilities" (Release No. 15, October 1998, page 6-31): 

16 Salvage and cost of removal are built into depreciation rates by a net 
17 salvage factor usually determined through an evaluation of historical 
18 experience. Since actual experience is expressed by dividing actual 
19 salvage value and actual cost of removal by the original cost ofthe retired 
20 property that generated the experience, the effect of inflation is inherent 
21 in the determination. (Emphasis added.) 
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SHOULD THE COMMISSION ACCEPT THE RESULTS OF YOUR 

DEPRECIATION STUDIES? 

Yes. My depreciation studies use standard industry methodology, are accurate, complete 

and calculate reasonable net salvage percentages for Disfribution and General property 

using the AEP Ohio companies' historical retirement, salvage and cost of removal data 

on an account by account basis. The results of my studies are based on a significant 

amount of history and documentation and should be accepted. 

WHY IS IT IMPORTANT TO USE THE RESULTS OF YOUR DEPRECIATION 

STUDIES TO SET DEPRECIATION RATES IN A RATIONAL AND 

SYSTEMATIC FASfflON? 

If current depreciation rates are set too low, higher rates will be required later to allow 

the utility to recover its costs. The distribution of depreciation expense to ratepayers 

should be in a systematic fashion that requires each generation of ratepayers to pay thek 

fair portion of the cost of elecfric utility plant used to serve their needs. Appropriate 

depreciation cost allocation should match the consumption ofthe related assets to ensure 

that the Company's results of operations are properly reflected and avoid 

intergenerational inequities in rate setting for customers. 

WHAT ARE THE REQUIREMENTS OF A DEPRECIATION STUDY? 

A depreciation study involves data collection, life analysis, salvage and cost of removal 

analysis, evaluation and calculations. Data collection requires an understanding of 

property records for constmction, retirement and the property record system. As 

Property Accounting Manager/Supervisor for 16 years, I have acquired an extensive 

knowledge of the Company's property records. Life analysis establishes the life and 



1 retirement dispersion for property and the techniques used will depend on the type of 

2 property studied and data available. A salvage and removal analysis consists of the 

3 determination of salvage and removal as a percentage of the cost of retired property. 

4 Evaluation is only an important element of a depreciation study if history is misleading 

5 about the future. Calculations in a depreciation study are typically used to determine net 

6 salvage percentages, depreciation rates and other items. 

7 ffl. DEFINITION OF DEPRECIATION 

8 Q. WOULD YOU PLEASE EXPLAIN THE DEFINITION OF DEPRECIATION 

9 USED IN PREPARING YOUR STUDY? 

10 A. The definition of depreciation that I used in preparing the study is the same that is used 

11 by the Federal Energy Regulatory Commission and the National Association of 

12 Regulatory Utility Commissioners. That definition is: 

13 Depreciation, as applied to depreciable elecfric plant, means the loss in 
14 service value not restored by current maintenance, incurred in 
15 connection with the consumption or prospective retirement of elecfric 
16 plant in the course of service from causes which are known to be in 
17 current operation and against which the utility is not protected by 
18 insurance. Among the causes to be given consideration are wear and 
19 tear, decay, action ofthe elements, inadequacy, obsolescence, changes 
20 in the art, changes in demand and requirements of public authorities. 
21 
22 Service value means the difference between original cost and the net salvage 

23 value (net salvage value means the salvage value ofthe property retired less the cost of 

24 removal) ofthe elecfric plant. 



1 IV. DEPRECIATION STUDY OVERVIEW 

2 Q. WOULD YOU PLEASE DESCRIBE THE PURPOSE OF A BOOK 

3 DEPRECIATION STUDY? 

4 A. Yes. A book depreciation study establishes mortality characteristics applicable to 

5 property and uses these characteristics to calculate depreciation rates or depreciation 

6 provisions. Mortality characteristics include average service life or life spm, retfrement 

7 dispersion and net salvage. Once mortality characteristics are established, the calculation 

8 ofdepreciation rates is a mechanical exercise. 

9 Q. ARE YOU SATISFIED WITH THE QUALITY OF THE DATA YOU USED FOR 

10 THE DEPRECIATION STUDY? 

11 A. Yes. 

12 Q. DID YOU MAKE ANY ADJUSTMENTS AS A RESULT OF YOUR 

13 DEPRECIATION STUDY? 

14 A. Yes. AEP Ohio companies maintained an accumulated depreciation balance by 3XX 

15 account since our 1999 conversion to our currently used software, Pow^rPlant. The 

16 functional accumulated depreciation balances by 3XX account were allocated in 1999 

17 using original cost balances since an up-to-date depreciation study was not available at 

18 that time to provide theoretical reserve balances to perform the allocation. 

19 My depreciation study allocates functional disfribution and general plant total 

20 accumulated depreciation balances to individual 3XX accounts using; the study's 

21 theoretical reserve calculations. 

22 In addition, the results of the depreciation study's accumulated; depreciation 

23 allocation were used to book fransfers of accumulated depreciation balances between 



1 functional 3XX reserve accounts in 2010 to more correctly detail the book amount of 

2 accumulated depreciation by 3XX account. The total functional balance in accumulated 

3 depreciation did not change as a result ofthe transfers. 

4 Q. WERE THERE ANY CHANGES IN THE METHODS OR PROCEDURES USED 

5 IN YOUR CURRENT DEPRECIATION STUDY? 

6 A. Yes. My depreciation study recommends the use of the remaining life method to 

7 calculate depreciation rates versus the whole life method that was used to determine rates 

8 for both of the AEP Ohio companies in their prior rate cases. The reasons for my 

9 recommended usage of the remaining life method are explained in Section V of my 

10 testimony. 

11 In addition, my depreciation study recommends that we combine CSP sub-

12 categories of accounts 366, 367 and 369 (our last depreciation study recommended three 

13 separate depreciation rates each for accounts 366 and 367 and four separate rates for 

14 account 369) to use one rate for each of these accounts in a manner similar to OPCo's 

15 rate calculations for these accounts. 

16 Also, the AEP Ohio companies began using a vintage retirement procedure for 

17 general plant accounts 391 to 398 m 1998 in accordance with FERC Accounting Release 

18 Number 15. Under this procedure, interim retirements are not recognized and fmal 

19 retirements are posted when the property is fully depreciated. My study recommends 

20 that we standardize AEP Ohio's general equipment average service lives in these 

21 accounts by using the longest life by account that was approved by the Commission in 

22 the last rate case. 



1 Q. HOW DO THE CSP DISTRIBUTION AND GENERAL PLANT 

2 DEPRECIATION RATES AND ANNUAL ACCRUALS AS A RESULT OF 

3 YOUR STUDY COMPARE WITH CSP'S CURRENT RATES AND 

4 ACCRUALS? 

5 A. A comparison of CSP's current rates and the study rates are shown below based on 

6 December 31,2009 depreciable plant balances: 

7 CSP Composite Rates and Accruals 

8 Functional Approved Annual Study Annual % Change 

9 Plant Group Rates Expense Rates Expense Expense 

10 Disfribution 3.52% $59,456,241 3.01% $50,760,201 -14.6% 

11 General 3.32% $2,763,973 1.63% $ 1,355,348 -50.9% 

12 TOTAL 3.51% $62,220,214 2.94% $52,115,549 -16.2% 

13 Based on the results ofthe CSP study using December 31,2009 plant balances, I 

14 am recommending a decrease in annual depreciation expense of $10,104,665 or -16.2% 

15 in the annual accmal amount. The depreciation rate changes are prunarily due to 

16 increases in the estimated average service life and decreases in the estimated net salvage 

17 ratio (1 - net salvage percentage) used to calculate CSP's current study Distribution and 

18 General Plant depreciation rates when compared to the average service lives and net 

19 salvage amounts approved in Case No. 91-418-EL-AIR. 

10 



1 Q. HOW DO THE OPCO DISTRIBUTION AND GENERAL PLANT 

2 DEPRECIATION RATES AND ANNUAL ACCRUALS AS A RESULT OF 

3 YOUR STUDY COMPARE WITH OPCO'S CURRENT RATES AND 

4 ACCRUALS? 

5 A. A comparison of OPCo's current rates and the study rates are shown below based on 

6 December 31,2009 depreciable plant balances: 

7 OPCo Composite Rates and Accruals 

8 Functional Approved Annual Study Annual % Change 

9 Plant Group Rates Expense Rates Expense Expense 

10 Distribution 3.97% $61,282,369 3.77% $58,201,704 -5.0% 

11 General 2.83% $2,914,415 2.26% $2,326,681 -20.2% 

12 TOTAL 3.90% $64,196,784 3.68% $60,528,385 -5.7% 

13 Based on the results ofthe OPCo study using December 31,2009 plant balances, 

14 I am recommending a decrease in annual depreciation expense of $3,668,399 or -5.7% in 

15 the annual accmal amount. The depreciation rate changes are primarily due to increases 

16 in the estimated average service life and decreases in the net salvage ratio (1 - net salvage 

17 %) used to calculate OPCo's current study Distribution and General Plant depreciation 

18 rates when compared to the average service lives and removal cost amounts approved in 

19 Case No. 94-996-EL-AIR. 

11 



1 V. STUDY METHODS AND PROCEDURES 

2 Q. WHAT WERE THE METHODS AND PROCEDURES USED IN YOUR 

3 DEPRECIATION STUDY? 

4 A. The methods and procedures are fully described in my Depreciation Study Reports. In 

5 summary, all of the property included in these reports was considered on a group plan. 

6 Under the group plan, depreciation is accmed upon the basis of the original cost of all 

7 property included in each depreciable plant group instead of individual items of property. 

8 Upon retirement of any depreciable property, its full cost, less any net salvage realized, is 

9 charged to the accumulated provision for depreciation regardless of the age of the 

10 particular item retired. Also under this plan, the dollars in each primary plant account 

11 are considered as a separate group for depreciation accounting purposes aind an annual 

12 depreciation rate for each account is determined. In this study, the plant groups 

13 consisted ofthe individual primary plant accounts for Distribution and General Plant 

14 property. 

15 The average service lives for AEP Ohio companies' Disfribution; and General 

16 Plant were determined using statistical procedures similar to those used in the insurance 

17 industry in studies of human mortality. The historical retirement experience of the 

18 property groups was studied and retirement characteristics of the property were 

19 described using the Iowa-type retirement dispersion curves. 

20 Net salvage for each property group was determined based on actual historical 

21 experience for Disfribution and General Plant accounts. 

22 Depreciation rates were calculated by using the Average Remaining Life 

23 Method. 

12 



1 Q. WOULD YOU PLEASE EXPLAIN THE AVERAGE REMAINING LIFE 

2 METHOD OF CALCULATING DEPRECLVTION RATES? 

3 A. Yes. The Average Remaining Life method recovers the un-depreciated original cost less 

4 future net salvage over the remaining life ofthe property. This technique Uses the gross 

5 plant value times a net salvage ratio less book accumulated depreciation as a numerator 

6 and the remaining life or fiiture Ufe expectancy as a denominator to calculate an annual 

7 depreciation accmal that is converted to a depreciation rate. 

8 Q. ARE THE CURRENTLY APPROVED DEPRECIATION RATES FOR AEP 

9 OfflO COMPANIES CALCULATED USING THE AVERAGE REMAINING 

10 LIFE METHOD? 

11 A. No. The currently approved depreciation rates for the AEP Ohio companies use the 

12 whole life method to calculate depreciation rates. 

13 Q. WHY ARE YOU RECOMMENDING THE AVERAGE REMAINING LIFE 

14 METHOD INSTEAD OF THE WHOLE LIFE METHOD IN YOUR CURRENT 

15 DEPRECIATION STUDY? 

16 A. The Whole Life depreciation method ignores accumulated depreciation or the 

17 depreciation reserve and bases the depreciation rate on the average service life of each 

18 plant account. This method results in the allocation of a gross plant base over the total 

19 life ofthe investment. However, the estimated service life of each plant account cannot 

20 be expected to be precise and for this reason an over or under accrual of depreciation 

21 expense will occur over time. 

13 



1 The average remaining life method seeks to recover the un-depreciated 

2 remaining (original cost less accumulated depreciation) cost of the property over its 

3 remaining life. By deducting the actual depreciation reserve from the property's original 

4 cost to calculate depreciation rates, the average remaining method effectively amortizes 

5 any reserve over or under accmals over the remaining life ofthe property. 

6 Q. DOES AEP USE THE REMAINING LIFE METHOD TO CALCULATE 

7 DEPRECIATION RATES FOR ITS ELECTRIC UTILITY OPERATIONS IN 

8 OTHER JURISDICTIONS? 

9 A. Yes. AEP uses the remaining life method to calculate depreciation rates in Arkansas, 

10 Indiana, Michigan, Oklahoma, Texas, Virginia, West Virginia and Louisiana. 

11 Q. HAVE COMMISSIONS IN THESE STATES ACCEPTED DEPRECIATION 

12 RATES CALCULATED USING THE REMAINING LIFE METHOD? 

13 A. Yes. 

14 Q. HAVE YOU CALCULATED AN ANNUAL DEPRECLiTION AMOUNT FOR 

15 THE AEP OfflO COMPANIES USING THE WHOLE LIFE METHOD? 

16 A. Yes. My calculations are illustrated in Appendix A of Exhibit DAD - 1 for CSP and 

17 Appendix A of Exhibit DAD - 2 for OPCo. The calculations indicate that the annual 

18 depreciation accmal for CSP would be $59.2 million using whole life versus $52.1 

19 million using remaining life (an increase of $7.1 million by using whole life). OPCo's 

20 annual depreciation accmal would be $65.8 million using whole life versus $60.5 million 

21 using remaining life (an increase of $5.3 million by using whole life). 

14 



1 Q. WHY DOES YOUR DEPRECIATION STUDY INCLUDE NET SALVAGE IN 

2 THE DEVELOPMENT OF DEPRECIATION RATES? 

3 A. The obUgation to include net salvage in the development of depreciation rates is widely 

4 recognized and accepted by a substantial majority of state regulatory commissions as a 

5 standard ratemaking principle. Including removal and salvage in the depreciation reserve 

6 (accumulated depreciation) requires that depreciation rates include a removal and 

7 salvage component to properly depreciate property over its useful life and recover net 

8 salvage amounts. FERC's "Accounting and Reporting Requirements for Public Utilities 

9 and Licensees", Elecfric Plant Instmctions, paragraph 10, item B, (2) indicates this 

10 account freatment: 

11 " . . . . If the retirement unit is of a depreciable class, the book cost ofthe 
12 unit retired and credited to electric plant shall be charged to the 
13 accumulated provision for depreciation applicable to such property. The 
14 removal and the salvage shall be charged or credited, as appropriate, to 
15 such depreciable account." 
16 

17 The economic principle underlying both the accounting and ratemaking 

18 freatment of net salvage is that in addition to retum of and retum on invested capital, a 

19 revenue requirement for removal expense less salvage is created when an asset is placed 

20 in service. 

21 Q. HOW ARE NET SALVAGE RATES ESTIMATED IN A DEPRECIATION 

22 STUDY? 

23 A. Average and future net salvage rates are ideally calculated from a historical analysis of 

24 the cost to install and the net cost to retire major retirement units. 

15 



1 Q. WAS A fflSTORICAL ANALYSIS USED TO DETERMINE THE AEP OfflO 

2 COMPANIES' NET SALVAGE RATES FOR YOUR DEPRECIATION 

3 STUDIES? 

4 A. Yes. A historical analysis was used in my current depreciation studies to determine net 

5 salvage amounts for Disfribution and General Plant. My depreciation study calculation of 

6 net salvage amounts employs a standard industry methodology to estimate net salvage 

7 that properly reflects the AEP Ohio companies' cost to remove and salvage received 

8 from retirements of assets. 

9 VI. STUDY RESULTS 

10 Q. WHAT WERE THE RESULTS OF YOUR STUDY FOR CSP DISTRIBUTION 

11 PLANT? 

12 A. For CSP's Disfribution Plant, the composite depreciation rate decreased fiiom 3.52% to 

13 3.01%. The decrease was mainly caused by increases in the estimated average service 

14 life for eight accounts and increases in the net salvage ratio (1 minus the net salvage rate) 

15 for four accounts. The decrease was slightly moderated by a decrease in the net salvage 

16 ratio for six accounts. 

17 Q. WHAT WERE THE RESULTS OF YOUR STUDY FOR CSP GENERAL 

18 PLANT? 

19 A. CSP's General Plant composite depreciation rate decreased from the current 3.32% to 

20 1.63%. The decrease is largely atfributable to an increase in the estimated average 

21 service life for four accounts and an increase in the net salvage ratio expected from three 

16 



1 accounts. The decrease was slightly moderated by a decrease in the net salvage ratio for 

2 one accoimt. 

3 Q. WHAT WERE THE RESULTS OF YOUR STUDY FOR OPCO DISTRIBUTION 

4 PLANT? 

5 A. For OPCo's Distribution Plant, the composite depreciation rate decreased from 3.97% to 

6 3.77%. The decrease was mainly caused by increases in the estimated average service 

7 life for five accounts and increases in the net salvage ratio (1 minus the net; salvage rate) 

8 for four accounts. The decrease was slightly moderated by a decrease m the net salvage 

9 ratio for four accounts. 

10 Q. WHAT WERE THE RESULTS OF YOUR STUDY FOR OPCO GENERAL 

11 PLANT? 

12 A. OPCo's General Plant composite depreciation rate decreased from the current 2.83% to 

13 2.26%. The decrease is largely attributable to an increase in the estimated average 

14 service life for three accounts and an iocrease in the net salvage ratio expecjted from five 

15 accounts. The decrease was slightly moderated by a decrease in the net salvage ratio for 

16 one account. 

17 



1 Q. SINCE THE AEP OfflO COMPANIES HAVE REQUESTED PERMISSION TO 

2 COMBINE, HAVE YOU CALCULATED A COMBINED ANNUAL 

3 DEPRECL^TION ACCRUAL AND COMBINED DEPRECL4TI0N RATES 

4 USING THE AVERAGE REMAINING LIFE METHOD OF ANALYSIS? 

5 A. Yes. The Combined Company weighted average annual depreciation accmal and 

6 depreciation rates based on plant in service at December 31, 2009 are shown on 

7 Schedule I of Exhibit DAD - 3 in my depreciation study report. 

8 Q. DOES TfflS CONCLUDE YOUR PREFILED DIRECT TESTIMONY? 

9 A. Yes. 

18 
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INTRODUCTION 

This lepoit presents the results of a depreciation study of Colxunbus Southem Power 

Company's (CSP or the Company) depieciable Distiibution and General electiic utility plant in 

semce at Decembei 31, 2009. The study was prepared by David A. Davis, Manager-Piopeity 

Accounting Policy and Research at American Electric Power Service Corporation (AEPSC). The 

purpose of this depreciation study was to develop appropriate annual depreciation accrual rates 

for each of the primary Distribution and General Plant accounts, which comprise the groups for 

which CSP computes its annual depreciation expense. 

The recommended depreciation rates are based on the Average Remaining Life Method 

of computing depreciation further explanation of this method is contained in the "Discussion of 

Methods and Procedures Used in the Study" section of this report 

The definition ofdepreciation used in this Study is the same as that used by the Federal 

Energy Regulatory Commission (FERC): 

"Depreciation, as applied to depreciable electric plant, means the loss in 

service value not restored by current maintenance, incurred in cormection with the 

consumption or prospective retirement of electric plant in the couise of service 

fr om causes which are known to be in current oper ation and against which the 

utility is not protected by insurance. Among the causes to be given consideration 

ate wear and tear, decay, actions ofthe elements, inadequacy, obsolescence, 

changes in the art, changes in demand and requirements of public authorities." 

"Service value means the difference between original cost and the net 
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salvage value (net salvage value means the salvage value of the property retued 

less the cost ofremoval) ofthe electric plant," (FERC Accounting and Reporting 

Requirements for Public Utilities and Licensees. ^15.001.1 

Schedule I on this report shows the recommended depreciation accrual rates by primary 

plant accounts and composite rates to functional plant classifications (note that the total 

Company General Plant balance was used to develop General depreciation rates). Schedule II 

shows a comparison of CSP's current depreciation rates and accruals to the recoimnended rates 

and accruals using the Company's General Plant balances in accounts 390 to 398 assigned to the 

Distiibution function.. Schedule III provides a comparison ofthe cun'ent Depreciation Study 

mortality characteristics that were used to compute the lecommended depreciation rates and the 

mortality characteristics used to determine the existing depreciation rates and accruals (fiomthe 

Company's CaseNo. 91-418-EL-AIR).. A comparison of CSP's ciment functional group 

composite depreciation rates and accruals to the recommended fimctional group rates and 

accruals follows; 

Functional Plant Group 

Distribution Plant 

General Plant 

Total Plant 

Composite l^ates and Accruals (Using General Plant assigned to 
the Distribution function) 

Existing Study 
Change 

increase In 
Rates Accmals Rates Accruals <Decrease> Rates 

3 52% 59,456,241 3.01% 50,760,201 -8,696,040 -0 51% 

3 32% 2,763,973 163% 1,355,348 -1,409,079 -169% 

3.51% 62,220,214 2 94% 52,115,549 -10,104,665 -0 57% 

Based on Distribution and General Depreciable Plant in Service as of December 31, 

2009,1 am recommending a decrease in annual depreciation expense of-$10,104,665 or -16.2% 
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in the armual accrual amount resuhing from a -0.57% decrease in the annual composite 

depreciation rate, The depreciation rate changes are primarily due to increases in the estirrlated 

average service life for eight Distribution accounts and four General accounts. Also adding to 

the decrease in depreciation rates was a decrease in the net salvage ratio (1 minus the net salvage 

percentage) for six Distribution accounts and for one General account. These changes use CSP's 

current study depreciation rates and compare to the depreciation rates approved in Case No 91-

418-EL-AIR (See Schedule II). 

DISCUSSION OF METHODS AND PROCEDURES USED IN THE STUDY 

1. Group Method 

All ofthe depreciable property included in this report was considered on a group 

plan.. Under the group plan, depreciation expense is accrued upon the basis ofthe 

original cost of all property included 'm each depreciable plant account. Upon retirement 

of any depreciable property, its full cost, less any net salv^e realized, is charged to the 

accrued depreciation reserve regardless ofthe age ofthe particular item retited Also, 

under this plan, the dollars in each primary plant accoimt ate considered a separate group 

fot depreciation accounting purposes and an armual depreciation rate for each account is 

determined. The armual accruals by primary account were then summed, to arrive at the 

total accrual for each fimctional group. The total accrual divided by the original cost 

yields the functional group accrual rate. 

2 Deteimination of Annual Depreciation Rates By the Average Remaining Life Method 

CSP's current depreciation rates ate based on the Whole Life Method for 

Distribution and Genet al Plant 

The current Depreciation Study recommends the Average Remaining Life 
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Method which recovers the original cost ofthe plant, adjusted for net salvage, less 

accumulated depreciation, over the average remaining life ofthe plant. By this method, 

the annual depreciation rate for each account is determined on the following basis: 

Armual 
Depreciation Expense = 

(Otig. Cost) (Net Salvage Ratio") - Accumulated Depreciation 
Average Remaining Life 

Annual 
Depreciation = Annual Depreciation Expense 
Rate Original Cost 

Because the Average Remaining Life Method provides a way to adjust the 

accumulated depreciation when changes occur in the estimates of set vice life or net 

salvage for depreciable property groups, I am recommending the Average Remaining 

Life Method be used to calculate depreciation rates for CSP's depreciable Distiibution 

and General property.. 

3. Methods of Life Analvsis 

Actuarial Analysis 

This method of analjraing past experience represents the application to 

industrial property of statistical procedutes developed in the life insurance field 

for investigating human mortality It is distinguished fiom other methods of life 

estimation by the requirement that it is necessary to know the age ofthe proiperty 

at the time of its tetuement and the age of sutvivots, or plant remaining in service; 

that is, the installation date must be known for each particular retirement and for 

each patticular survivor. 
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The application of this method involves the statistical procedure known as 

the "armual rate method" of analysis. This procedure relates the retirements 

during each £^e interval to the exposures at the beginning of that interval, the 

ratio of these being the annual tethement latio Subtracting each tetuement ratio 

from unity yields a sequence of annual siuvival latios fiom which a survivor 

curve can be determined This is accomplished by the consecutive multiplication 

ofthe survivor ratios.. The length of this curve depends primarily upon the age of 

the oldest property. Normally, if the period of years fiom the inception ofthe 

account to the time ofthe study is short in relation to the expected maximum life 

ofthe property, an incomplete or stub survivor curve results 

While there are a number of acceptable methods of smoothing and ; 

extending this stub survivor curve in order to compute the area under it fioni 

which the average life is determined, the well-known Iowa Type Curve Method 

was used in this study. 

By this procedure, instead of mathematically smoothing and projecting the 

stub survivor curve to determine the average life of the group, it was assumed that 

the stub curve would have the same mottality characteristics as the type curve 

selected The selection of the appropriate type curve and average life is 

accomplished by plotting the stub curve, superimposing on it Iowa curves ofthe 

various types and average lives drawn to the same scale, and then determining 

which Iowa type curve and average life best matches the stub. This method was 

used for CSP's Distribution accounts and General Plant account 390. 

For CSP's General Plant investment (with the exception of Account 590, 
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Structures), an SQ type Iowa ciuve was recommended because, beginning in 

1998, CSP adopted the practice of recording retirements when property reaches an 

age equal to the average service life in accordance with FERC Accounting 

Release number 15., 

To standardize the lives used for AEP's Ohio Companies in General Plant 

accounts 391 to 398; I selected the longest life approved by account for either 

CSP (Case No 91-418-EL-AIR) ot Ohio Power Company (Case No 94-996-EL-

AIR) , These wete the last depreciation filings with this Commission and (dther 

than adopting standard tates for AEP's Ohio Companies) there is no basis fpt 

changing lives m the current study Changes were made to net salvage 

recommendations to reflect the accoimt salvage and removal historical 

experience Since vintage year retirements ate being used for accounts 391 to 

.398, no actuarial analysis was conducted for those investments.. 

Final Selection of Average Life and Curve Type 

The final selection of average life and curve type for each depreciable plant 

account analyzed by the Actuarial Method was piimaiily based on the results ofthe 

mortality analyses of past retirement history. 

Net Salvage 

The net salvage percentages used in this report are expressed as percent of 

original cost and ate based primarily on the Company's experience combined with the 

judgment ofthe analyst. To aid in the selection of net salvage percentages, a review was 

made ofthe Company's expeiience for each primary account within each functional plant 

group for years 1969 - 2009. 
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The salvage program analyzes historical experience on an armual basis, on the 

cumulative history basis and fot 5-yeat moving avetages to get the historical net salvage, 

as well as indicated trends 

The net salvage percents selected were converted to net salvage ratios and appear-

in Column V on Schedule I and were used to determine the total amount to be recovered 

through depreciation The same net salvage was also reflected in the deteimination ofthe 

calculated depreciation lequirement. 

The net salvage tatios shown in Column V on Schedule I of this report may be 

explained as follows: 

a. Where the t atio is shown as unity (1 00), it was assumed that the net salvage in 

that particulai account would be zero 

b Whete the ratio is less than unity, it was assumed that the salvage exceeded the 

removal costs. Fot example, if the net salvage were 20%, the net salvage ratio 

would be expressed as 80. 

c. Where the ratio is greater than imity, it was assumed that the salvage was less than the 

cost of temoval. For example, if the net salvage were minus 5%, the net salvage ratio 

would be expressed as 1.05. 

Calculation of Depreciation Requirement at December 31.2009 

The accumulated depreciation by individual plant accounts was taken fiom the 
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Company's books at December 31,2009. The calculation of a theoretical reserve fot 

each plant account is provided on Schedule I fot infoimation purposes.. CSP's cuiient 

depreciation rates for Distribution and General Plant are Whole Life rates that do not take 

into account over or tinder accruals that result fiom changes in estimates of service lives 

and net salvage 

7. Study Results 

For Distiibution and General Property, the average service life, retirement 

dispersion pattern and net salvage pattern used to calculate each primary plant account 

rate are shown on Schedule III The mortality characteristics and net salvage valueis fot 

the current rates are also shown. The changes to the mortality chaiacteiistics follow the 

trends shown by the historical retirement expeiience. The gross salvage and gioss cost of 

removal percentages wete largely based on the history ofthe account fot the period 1969-

2009. 

Distribution Plant 

The composite rate for Distiibution Plant decreased from 3.52% to 3.01%. The 

decrease was mainly caused by increases in the estimated average service life for eight 

Distiibution accounts and a decrease in the net salvage ratio (1 minus the net salvage 

percentage) for six Distiibution accounts. The Distiibution Plant composite rate decrease 

was partly offset by an increase in the net salvage latio for four accounts. 

General Plant 

The composite rate for General Plant decreased fiom 3 32% to 1.63%. The; 

decrease is largely attributable to an increase in the estunated average service life for four 

accounts and a decrease in the net salvage ratio for one account. The General Plant 

composite rate decrease was partly offset by an increase in the net salvage ratio for three 

accounts. 
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SCHEDULES 
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SCHEDULE I - Explanation of Columns 

Schedule I shows the determination ofthe recommended annual depreciation accn^ rate 

by primary plant accounts by the stiaight line remaining life method. An explanation ofthe 

schedule follows: 

Coliunn I 

Column n 

Column III 

Column IV 

Column V 

Column VI 

Column VII 

Column Vni 

Column IX 

Column X 

Column XI 

Column Xn 

Account number 

Account title 

Original Cost at Decembei 31,2009 

Average Life and (Iowa) Curve Type 

Net Salvage Ratio. 

Total to be Recovered (Column III) * (Column V) 

Calculated Depreciation Requirement. 

Accumulated Depreciation - CSP's accumulated depreciation by 
plant account 

Remaining to be Recovered (Column VI - Column VIE) 

Average Remaining Life 

Recommended Annual Accrual Amount. 

Recommend Annual Accrual Percent or Depreciation Rate 
(Column Xl/Column HI). 
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COLUMBUS SOUTH ERM POWER COMPANY 
ANNUAL EHSTRIBUTIOK AND GENERAL PLANT DEPRECIATION RATES ANP ACCRUALS BY THE REMAENNG UFE METHOD 

SCHEDULE a - COMPARE DEPRECtATION EXPENSE USING CURRENT AND STUDY RATES 
8ASED ON PLANT IN SERVICE AT DECEMBER 31,2009 

(USING DISTRiBUnON COMPANY GENERAL PLANT BALANCES) 

NO 

m 
DISTRIBUTION PLANT 

TraE 

361 0 Slruclures ft ImpTovemenls 
362 0 Station Ecpjipmenl 
364 0 Poles. Towars, & Tixtures 
3S5 0 Overhead Conductor &. Dewces (Hoto 1) 

366 0 Underground Cwiduit - Downtown 
3€6 0 Undarground Conduit - Resfdsntial 
366 0 Underground Conduit - OBier 

Total Account 366 

367 0 Underground Conductor - Downtown 
357 0 Underground Conductor - Residential 
367 D Underground Cwiducfor - Other 

Total Account 367 

358 0 Line Transfonners 

369 0 Services - Overhead 
369 • Services - Underground (^»vntown 
363 0 Services - Undei^round ResJdenilal 
369 0 Services - Uncfa"ground O^ier 

Total Account 369 

370 0 Meters [Excludes smartGRID meters) 
371 0 Installations on Cu^s. Pram. 
372 0 Leased Property on Ousts Prem 

373 0 Street Lighting 8 Signal Sys 

Total Distribution Pl^it 

GENERAL PLANT (Distribution Company Uote 2) 

3900 
390 0 
391 0 
392 0 
393 0 
3940 
3950 
3960 
397 0 
398 0 

NOTES: 

Structures & improvements {Note 3) 
Sb-uctures & Improvements (Note 4) 
Office Furniture & Equipment 
Transportation Equipment {Note 5) 
Stores Equipment 
To<ris Shop & Garage Equipment 
Laboratory Equipment (Note 6) 
Power Opwated Equipment 
Communication Equipment 
Miscellaneous Equipment 

Total General Plant 

Total Depreciable Plant 

ORIGINAL 
COST AT 
12«1/09 

ai 

9781492 
221705 860 
22S773173 
227 520.697 

16 370102 
48 637081 
23 381462 
8a,28«,M5 

27155 517 
29S21743& 

mjsim. 
362^65,773 

300 368 643 

96671612 
7 838422 

28 629528 
9?r2ii, 

134.106,771 

80303 855 
24672 218 

102689 
12 35470; 

16885M718 

53 209299 
4741428 
3 314 542 

13671 
189 088 

8009 635 
82 6S6 
2337 

12755220 
8 ^ 5 1 0 

mmm 

1.772,031.006 

CURREMT 
APPROVED 

RATE 
.(41 

2 56% 
2 7 1 % 
400% 
2 88% 

2 00% 
1 79% 
179% 
1«3% 

2 50% 
268% 
300% 
2.70% 

3 53% 

673% 
3 94% 
769% 
288% 
e.74% 

4 00% 
10 83% 
400% 
540% 

362% 

244% 
333% 
450% 
183% 
2 94% 
317% 
2 78% 
6 67% 
6 67% 
5 26% 

332% 

3 5 1 % 

ANNUAL 
ACCRUAL 

SSi 

250406 
6008229 
9070927 
6607 092 

327402 
868 814 
418 528 

1,614,744 

676 888 
7 938 627 
IJMZSS 
9,802,300 

10603020 

6 505 999 
308 634 

2 201611 
2768a 

9IM4,10S 

3212154 
2672001 

4108 
667J154 

5SilSS2£L 

1298307 
157 890 
149154 

250 
5 559 

253 902 
2 298 

156 
850 773 

^ f i S d 

2 763 973 

62.220.214 

STUDY 
RATE 

m 

1 74% 
2 64% 
414% 
242% 

STUDY 
ACCRUAL 

i l l 

170 368 
S 856158 
9361440 
5501596 

DFRERENCE 
(OECRE/«e) 

^ 

-80060 
-153071 
310513 

-1005 496 

combined 10 U u Ona ^ Account 
Combinod to Use One 3M AaaniW 
Comtilnea 6> Use One 388 AccouM 

1 5 1 % 1328 845 -285 399 

ConmrMd to US9 OM 397 Acoxiht 
CornHned to Use One 3e7 Aoccufil 
Combined to Use One 387 Aceourt 

3 05% 

286% 

11051 84S 

8S85218 

1249545 

-2 017802 

ComUned to Use One » s Aoceent 
Combined to Use One SBSAseociJn 
Combjmd to Use One 369 Account 
Combined to Use One 36S ABBouitt 

317% 

3 1 1 % 
6 73% 
245% 
3 78% 

3 0 1 % 

156% 
007% 
193% 
163% 
164% 
197% 
2 78% 
184% 
2 1 1 % 
3 06% 

163% 

2.94% 

4254 736 

2500 609 
1861456 

2 513 
4 6 6 ^ 

5!2.ZSSL2Q1 

828643 
3393 

64 078 
251 

3109 
168185 

2296 
43 

268790 
3S.S2S 

1 ^ 5 3 4 8 

52.115,549 

-4789 370 

^ 1 1 6 4 5 
-1010 545 

-159S 
-200625 

:5696040 

-469664 
-1S4492 
-65 076 

1 
-2 450 

•85 737 
-3 

-113 
• -581983 

•Mim 

f l 408 625 

-•J0.104,e6S 

1 Excludes $3 027 777 provided for in CSP s Enhanced Vegetation Maiager^ent Rider 

2 Used distribution company gerwral plant balfflwes at December 31 2009 

3 The balance excludes $501 398 ftir Sola* Panels at the Athens Service Center that are provided for in the Compariy's fuel acQustmen! dause 

4. Owned improvements to l ^sed structures that are amortized over ttie lease terrn in ac«>rd£mcewiSi GAAP Amount baaed on annualized Dec 2Q09 
amortization expense, adjusted for amount remaining to be recovered The balance aEso excludes $501 393 for Solar Panels at the Atfiens Service Center 
provided for in the Company's fuel adjustment clause 

5. In CSP $ last general rate case, transportation ei^ipmenl was segregated Into ctassK and separate depreoadon rates were calculat«l t)y class cf vehicle. 
Since the last case, CSP has retired most of its investment in ^nsportatton equipment and is leasing vehicles instead of owning tftem. The remairang amounts 
in the transportation equipment account mainly consists cf trailers and o^er minor Items. Since the old rates and classes are not compat^le with thai ^ ^ a 
rate needed for the current case the current recommended study rat9 was also shown as the current ^apnoved rate 

6 CSP did not t^N& an approved rate for account 395 in its last case so the recommended rate is also shown as the approved rate 
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COLUMBUS SOUTHERN POWER COMPANY 
SCHEDULE m - COMPAKISON OF MORIALIIY CHARACIERISIICS 

DEPRECUIION STUDY AS OF DECEMBER 31,2009 

(!) 

DISTRIBUIION PLANT 

3610 Stiuctuics & Improvements 
362 0 Station Equipment 
364 0 Poles, lowers, & Fixtures 
365 0 Overhead Conductor & Devices 
366 0 Undeigroimd Conduit - Downtown 
366 0 Underground Conduit - Residential 
366 0 Underground Conduit - Othei 
367 0 Underground Conductor - Downtown 
367 0 Underground Conductor - Residential 
36 7 0 Underground Conductor - Other 
368.0 I ine Transfbtmers 
369 0 Services - Overhead 
369 0 Services - UG Downtown 
369,0 Services - UG Residential 
369 0 Serrices-UG Other 
370 0 Meters 
371 0 Installations on Custs Prem 
372 0 Leased Properly on Custs Prem. 
373.0 Street Lighting* Signal Sys 

(2) (3) (4) (5) (6) 

Easting Rates (ft) 
Average Cost of Net 
Service Iowa Salvage Removal Salvage 

Life Curve Factor Factor Factor 
(Years) 

43 
35 
40 
42 
50 
56 
56 
34 
28 
36 
34 
26 
33 
26 
35 
35 
12 
25 
25 

R2.5 
R1.5 
R15 
R20 
R30 
R3 5 
R3 5 
SOO 
S3 0 
RIO 
SO 5 
R4 5 
R2.0 
L45 
R30 
Sl.O 
L2 0 
LIO 
LIO 

NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 

NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 

-10% 
5% 

-60% 
-20% 
0% 
0% 
0% 
15% 
25% 
25% 
-20% 
-75% 
-30% 

-100% 
0% 

-40% 
-30% 
0% 

-35% 

(7) (8) (9) (10) (11) 

Study Rat8S:(B) 

Average (post of Net 
Service Iowa Salvage Removal Salvage 

life Curve Factor factor factor 
(Years) 

55 

40 

40 

42 

60 

36 

34 

40 

36 

13 

30 

25 

LIO 
LIO 
LIO 
105 
R25 

Combine 
Combine 

LIS 
Combine 
Combine 

R15 
10 0 

Combine 
Combine 
Combine 

SIO 
LLS 
10 0 
10 5 

5% 
2% 
10% 
23% 
0% 

• Use one 
. Use one 

1% 
Use one 
Use one 
14% 
1% 

Use one 
. Use one 
. Use one 

9% 
0% 
0% 
2% 

-14% 
-16% 
-86% 
-10% 
0% 

19% 
18% 
95% 
33% 
0% 

366 account 
366 account 

25% -24% 

367 account 

367 account 

26% -12% 
39% -38% 

369 account 
369 account 
369 account 

38% -29% 
20% " -20% 
0% 0% 
16% -14% 

GENERAL PLANT 

390 0 Stnictui'es & Improvements 
391 0 Office Furniture & Equipment 
392 0 Iranspoitation Equipment (C) 
393 0 Stores Equipment 
394 0 Tools Shop & Garage Equipment 
395 0 Laboratory Equipment 
396 0 Power Operated Equipment 
397 0 Communication Equipment 
398 0 Miscellaneous Equipment 

NOTE: (A) Existing Rate mottality characteristics were recommended by the commission staff in Case No 91-418-EL-AIR. 

(B) TTie Company recommends that the costs recorded in accounts 366,367 and 369 he combined using a single dspreciatibn rate for each 
piant account in a similat iashion to its affiliate, Ohio Power Company 

(C) Since most vehicles are leased, the Company no longer keeps its property record segregated by vehicle class Tbe ptimmy owned 
investment m this account is trailers and other transportation type equipment 

45 
20 
NA 
34 
30 
NA 
12 
IS 
19 

R25 
LOO 
NA 
LIS 
LOS 
NA 
LOO 
SIO 
H O 

NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 

NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 

-10% 
10% 
NA 
0% 
5% 
NA 
20% 
0% 
0% 

45 
30 
50 
34 
30 
28 
26 
35 
25 

LIO 
SQ 
SQ 
SQ 
SQ 
SO 
SO 
SQ 
SQ 

17% 
0% 
0% 
0% 
5% 
0% 

25% 
0% 
0% 

15% 
0% 
0% 
0% 
10% 
0% 
16% 
0% 
0% 

2% 
0% 
0% 
0% 
-5% 
0% 
9% 
0% 
0% 

NA = Not Available 
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APPENDIX A 

CSP WHOLE LIFE RATE CALCULATION 
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COLUKBUS SOUTHERN POWER COMPANY 
ANNUAL DISTRIBUT1C»J AND GENERAL PLANT DEPRECIATION RATES AND ACCRUALS BY THE WHOLE UPB METHOD 

SCHEDULE II - COMPARE DEPRECIATION EXPENSE USINQ CURRENT AND WHOLE UFE RATES 
BASED ON PLANT IN SERVICE AT DECEMBER 31.2009 

[USING DtSTRiBUnON COMPANY GENERAL PLANT BALANCES) 

NO 

m 
DISTRlBUTtON PLANT 

TITLE 

m 

361 0 SlAJCtures&lmproverraits 
362 0 Station Equipment 
364 0 Poles, Tov/ers, & Fixlures 
365 0 Overhead Cc^uctor S Devices (Note 1) 

3S6 0 Underground Conduit - Downtown 
366 0 Underground Concfciit - Residential 
366 0 Underground Conduit - Other 

Total Account 366 

367 0 Undergroiaid Conductor - Downtown 
367 0 Undergroimd Conductor - Residential 
367 0 Underground Conductor - Other 

Total Accoimt 367 

368 0 LineTran^rmers 

369 0 Sen/ices - Overhead 
369 0 Services - UrxJei^round Dwivntown 
369 0 Services - Underground Residential 
369 0 Services - Underground Other 

Total Account 369 

370 0 Meters {Excludes smartGRID meters) 
371 0 [n3t3E[ati<»is cn Custs. Prem. 
372 0 Ceased Property on Custs. Prem 

373 0 Street Lighting & Signal Sys 

Total DistributitMi Plant 

GENERAL PLAtiT (Distribution Company Note 2} 

390 0 Stmctures & Improvements (Note 3) 

390 0 Structures & Improvements (Ncyto 4) 
391 0 Office Furniture & Equipment 
392 Q Transportation Equiprrtent (Note 5) 
393 0 Stores Equipment 
394 0 Tools Shop & Garage Equipment 
395 0 Laljoratory Equipment (Mote 5) 
396 0 Power Operated Equipment 
397 0 Communication Equipment 
393 0 Miscellaneous Equipment 

Total General Plant 

Total Depreci^le Plant 

ORIGINAL 
COST AT 
iai31/09 
fi! 

9 781 492 
221705860 
226 773173 
227 520S97 

16 370102 
48 537081 

223SliM 
S8,28S,G4S 

27165 517 
296217435 

33^2 S21 
362.865,773 

300 368843 

96 671612 
7 838 422 

28 629 526 

SSIZH 
134.106,771 

30 303 655 
24672 218 

102689 
12 354 702 

168SJMI1S 

53 209 299 
4 741428 
3314 542 

13 571 
189 OSS 

3009 535 
82 658 

2 337 
12755220 

868 510 

83186 288 

1,772,031.005 

CURRENT 
APPROVED 

RATE 
M 

2 66% 
2 7 1 % 
400% 
2 86% 

2 00% 
179% 
1 79% 
1.83% 

2 50% 
268% 
300% 
2.70% 

3 53% 

6 73% 
3 94% 
769% 
2 86% 
6.74% 

4 00% 
10 83% 
4 00% 
3 40% 

3 52% 

2 44% 
333% 
4 50% 
2 00% 
2 94% 
317% 
3 57% 
667% 
6 67% 
526% 

3 32% 

3 5 1 % 

ANNUAL 
ACCRUAL 

SI 

260406 
6003229 
9 070927 
6507 092 

327 402 
868 814 
418 523 

1.614.744 

678 888 
7 938 627 
1 184 785 
9802300 

10603 020 

6 505 999 
308 834 

2201611 
27662 

9,044,106 

3 212154 
2 672 001 

4108 
6 6 Z 1 M 

59 4Se 241 

1298 307 
157 890 
149154 

273 
5559 

253 902 
2951 

166 
850 773 
45684 

2764 649 

62,220.890 

WHOLE 
LIFE 

RATE 

ISl 

207% 
2 90% 
4 62% 
2 62% 

WHOLE 

Lre 
ACCRUAL 

01 

202744 
6 429470 

10483269 
5958 875 

DIFFERENCE 
(DECREASE) 

m 

.47662 
421241 

1417 332 
-548217 

Comltied to U » ocw 3 » ACGOMt 
ooiwjuM 10 Use o«» sae Ac«io« 
CnmUnodW Use One 366 AccooM 

167% 1 471 477 -143267 

Combined to Use Otio 367 AcoKilit 
ComU[iedtoU5eOne3S7 Accouot 
CombinedtoUseOneSCT Account 

3 44% 

3 29% 

12498 710 

9894 503 

2696410 

-708517 

CoiTAtned to Use 000 36S Aeoauol 
Comfafoed to Uso One 369 Aeeouot 
ComlilBxl to Use One 3«8 AcGowl 
Combfoed to Use One ses AceouM 

345% 

358% 
923% 
3 33% 
4 66% 

3 39% 

218% 
0 07% 
3 33% 
2 00% 
2 94% 
3 50% 
3 57% 
349% 
286% 
4 00% 

236% 

134% 

4626684 

2 877 555 
2277436 

3423 
563374 

57 2S2510 

1 158 780 
3 398 

110485 
273 

5 561 
280 334 

2952 
82 

364434 
34Z40 

issisga 

69,253,549 

-4 417 422 

-334599 
-394,566 

-886 

-1W7W 

aJSBl 

-139527 
-154492 

-38669 
0 
2 

26432 
1 

-74 
-486339 

-1094^ 

-803 610 

-2,967,341 

1 Excludes $3 027 777 provided for in CSP s Enhanced Veget«aion Management Rider 

2 Used distnljulion company general plant balances at Decerrd>er 31 2009 

3 The balance excludes $501 398 for Solar Panels at the Athens Service Center tfiat ere provided for in the Company s fust adjustment clause 

4 Owned improvements to leased structures thi^ a B amortized over the lease term in accordance with GAAP. The rate was calculated based on aijinuaiized 
Dec 2009 amortizatiwi expense acflusted for the amount remaining lo be recovered Since owned improvements to leased slruclures vrere fully amo^ ind in 
2010 this rale will provide a minimal amount in cost of service for fubjre additions 

5. tn CSP s last general rate case, tran^Mvtalian equipment was segregated into classes and separate depreciation rates v ^ e calculated by class <^ vdi ids. 
Since the last case, CSP has retired most of its invesim»if in transportation equipment and is lea^ng vetucles instead of o w n ^ Miem. The romaii^tiQ amounts 
in the transportation equipment account mainly consists of trailers and otf>er minor items. Since ^ e okf rates and classes are not cofn{»rtibte vrith I t n single 
rate needed for the cun'ent case the current recommended study rate was also shown as the currant afi^roved rate 

6. CSP did not have an approved rate for account 395 in its last case so the recommended rate is also shown as Ihs approved rats 
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INTRODUCTION 

This report piesents the lesults of a depreciation study of Ohio Power Company's (OPCO 

01 the Company) depieciable Distiibution and General electric utility plant in service at 

Decembei 31,2009. The study was prepared by David A Davis, Manager - Piopeity Accounting 

Policy and Research at Ameiican Electiic Power Service Corporation (AEPSC). The purpose of 

this depreciation study was to develop appropiiate annual depreciation accinal rates foi eaCh of 

the primary Distiibution and General Plant accounts, which compiise the groups foi which 

OPCO computes its annual depreciation expense. 

The lecommended depreciation rates aie based on the Average Remaining Life Metthod 

of computing depreciation. Further explanation of this method is contained in the "Discussion of 

Methods and Procedures Used in the Study" section of this report 

The definition of depreciation used in this Study is the same as that used by the Federal 

Energy Regulatoiy Commission (FERC): 

"Depreciation, as applied to depreciable electric plant, means the loss in 

service value not restored by current maintenance, incuiied in connection with the 

consumption or prospective letiiement of electiic plant in the couise of service 

from causes which are known to be in current operation and against which the [ 

utility is not protected by insurance. Among the causes to be given consideiatidn 

are weai and tear, decay, action ofthe elements, inadequacy, obsolescence, 

changes in the ait, changes in demand and requirements of public authoiities," 

"Service value means the difference between original cost and the net 
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salvage value (net salvage value means the salvage value of the property retired 

less the cost ofremoval) ofthe electiic plant." (FERC Accounting and Reporting 

Requiiements foi Public Utilities and Licensees. Ifl5 001,) 

Schedule I on this report shows the recommended depreciation accrual lates by primary 

plant accounts and composite rates to functional plant classifications (note that the total 

Company General Plant balance was used to develop General depreciation rates). Schedule II 

shows a compaiison of OPCO's current depreciation lates and acciuals to the recommended 

rates and accruals using the Company's General Plant balances in accounts 390 to 398 assigned 

to the Distiibution fimction, Schedule HI provides a compaiison ofthe ciHient Depreciation 

Study moitality characteristics that were used to compute the recommended depreciation rates 

and the moitality chaiacteiistics used to determine the existing depreciation tates and accruals 

(from the Company's Case No. 94-996-EL-AIR). A compaiison of OPCO's current functional 

gioup composite depieciation lates and acciuals to the lecommended functional group rates and 

accruals follows: 

Composite Rates and Accruals (Using General Plant assigned to 
the Distribution function) 

Functional Plant Group 

Distribution Plant 

General Plant 

Total Plant 

Change 
Increase in 

Rates Accruals Rates Accruals (Decrease) Rjates 
Existing Study 

3.97% 61,282,369 

2 83% 2,914,415 

3 90% 64,196,784 

3.77% 58,201,704 -3,080,665 -020% 

2 26% 2,326.681 -587,734 -0.57% 

3 68% 60,528,385 -3,668,399 -0 22% 

Based on Distiibution and Geneial Depieciable Plant in Service as of December .31, 

2009,1 am lecommending a decrease in annual depreciation expense of-$3,668,399 or -5.7% in 

the annual accrual amount resulting fiom a -0.22% decrease in the annual composite deprecation 
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rate The depieciation rate changes are primarily due to uicieases in the estimated aveiage 

service life for five Distiibution accounts and three General accounts Also adding to the 

decrease in depreciation rates was a decrease in the net salvage ratio (1 minus the net salvage 

percentage) for four Distiibution accounts and for one General account. These changes use 

OPCO's current study depreciation lates and compare to the depieciation lates approved iri Case 

No 94-996-EL-AIR (See Schedule II), 

DISCUSSION OF METHODS AND PROCEDURES USED IN THE STUDY 

1. Group Method 

All ofthe depreciable piopeity mcluded in this lepoit was considered on a gioup 

plan. Under the group plan, depieciation expense is accrued upon the basis of the 

original cost of all piopeity included in each depreciable plant account Upon retirement 

of any depreciable piopeity, its fuU cost, less any net salvage lealized, is charged to the 

accmed depieciation reserve regardless ofthe age of the particular item retired. Also, 

under this plan, the dollars in each primary plant account are considered a separate group 

for depreciation accounting purposes and an annual depreciation rate for each account is 

determined, The annual accruals by primary account were then summed, to arrive at the 

total accrual for each fimctional group The total accrual divided by the original cost 

yields the ftmctional group accrual rate. 

2. Determination of Annual Depreciation Rates By the Aveiage Remaining Life Methpd 

OPCO's current depreciation rates ate based on the Whole Life Method for 

Distiibution and General Plant 

The current Depreciation Study recommends the Average Remaining Life 

Method which recovers the original cost ofthe plant, adjusted for net salvage, less tjhe 
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accumulated depreciation, over the average remaining life ofthe plant. By using this 

method, the annual depreciation rate for each account is determined on the following 

basis: 

Annual 
Depieciation Expense = 

(Oiig. Cosf) rNet Salvage Ratio) - Accumulated Depieciation 
Average Remaining Life 

Annual 
Depieciation = Annual Depreciation Expense 
Rate Origmal Cost 

Because the Aveiage Remaining Life Method provides a way to adjust 

accumulated depieciation when changes occui in estimates of seivice life or net salvage 

for depieciable piopeity groups, I am recommending the Average Remaining Life 

Method be used to calculate depieciation rates for all of OPCO's depreciable Distiibution 

and General property. 

3 Methods of Life Analvsis 

Actuarial Analvsis 

This method of analyzing past experience represents the application to 

utiHty property of statistical procedures developed in the life insurance field for 

investigating human moitality. It is distinguished fiom other methods of life 

estimation by the lequiiement that it is necessary to know the age of the pioperty 

at the time of its letuement and the age of survivors, oi plaiit remaining in service; 

that is, the installation date must be known for each particular retiiement and for 

each particular suivivoi-
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The application of this method involves the statistical procedure known as 

the "armual rate method" of analysis. This procedure relates the retirements 

during each age inteival to the exposures at the beginning of that inteival, the 

ratio of these being the annual letiiement latio. Subtiacting each lethement ratio 

from imity yields a sequence of annual survival ratios fiom which a suivivoi 

curve can be determined This is accomplished by the consecutive multiplication 

ofthe smvivor ratios. The length of this curve depends primarily upon the age of 

the oldest property. Normally, if the period of years fiom the inception of the 

accoimt to the time ofthe study is short in lelation to the expected maximum life 

of the propeityj an incomplete or stub suivivoi cmve results. 

While there are a number of acceptable methods of smoothing and 

extending this stub survivor cmve in order to compute the area under it fiom 

which the aveiage life is determined, the well-known Iowa Type Curve Method 

was used in this study. 

By this procedure, instead of mathematically smoothing and projecting the 

stub survivor curve to determine the average life of the group, it was assumed that 

the stub curve would have the same mortality characteristics as the type ciuye 

selected. The selection ofthe appropriate type cmve and average life is 

accomplished by plotting the stub cmve, supei imposing on it Iowa curves ofthe 

vaiious types and aveiage lives drawn to the same scale, and then determining 

which Iowa type curve and average life best matches the stub. This method was 

used foi OPCO Distiibution accounts 361 and 362 and for General Plant accotmt 

390. 
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For OPCO's General Plant investment (with the exception of 

Account 390, Structures), an SQ type Iowa cuive was recommended because, 

beginning in 1998, OPCO adopted the practice of recording retuements when 

property reaches an age equal to the aveiage service life in accordance with FERC 

Accounting Release number 15 

To standardize the lives used for AEP's Ohio Companies in General Plant 

accoimts 391 to 398; I selected the longest life approved by account for either 

CSP (Case No 91-418-EL-AIR) or Ohio Power Company (Case No. 94-996-EL-

AIR) These cases were the last depreciation filings with this Commission and 

(other than adopting standard rates for AEP's Ohio Companies) there is no basis 

for changing lives in the cmrent study. Changes were made to net salvage 

recommendations to reflect the account salvage and removal historical 

expeiience. Since vintage year retirements are being used for accounts 391 to 

398, no actuarial analysis was conducted for those investments. 

Simulated Plant Record Analvsis 

The "Simulated Plant Recoid" (SPR) method designates a class of 

statistical techniques that provide an estimate ofthe age distribution, mortality 

dispersion and aveiage service life of property accounts whose recorded history 

provides no indication ofthe age ofthe property units when retired fiom service. 

For each such account, the available pioperty records usually reveal only the 

annual gross additions, annual rethements and balances with no indication ofthe 

age of either plant retirements or annual plant balances. For this study, the 

"Balances method" of analysis was used. 

The SPR Balances Method is a tiial and eiroi procediue that attempts to 
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duplicate the armual balance of a plant accoimt by distributing the actual armual 

gross additions over time according to an assumed mortality distribution. 

Specifically, the dollars remaining in service at any date are estimated by 

multiplying each year's additions by the successive proportion surviving at each 

age as given by the assumed smvivor characteristics. For a given yeai; tire 

balance indicated is the accumulation of suivivois fiom all vintages and this is 

compaied with the actual book balance. This process is repeated for a different 

smvivor curves and aveiage life combinations until a pattern is discoveied which 

pioduces a seiies of "simulated balances" most nearly equaling the actual 

balances shown in a company's books. 

This determination is based on the distiibution producing the minimlmi 

sum of squaied differences between the simulated balance and the actual balances 

ovei a test pel iod of years 

The iterative nature of the simulated methods makes them ideally suited 

foi computet ized analysis. For each analysis of a given propeity account, the 

computet program provides a single page stmimary containing the results of each 

analysis radicating the "best fit" based on criteria selected by the user 

The results of my analysis by the Balance Method are in the Depreciation 

Study work papers accompanying tiiis filmg. In the case of the Balances Method 

each curve type tested is shown along with the average seivice life that produced 

the minimum sum of squaied differences fiom the actual balances. The analysis 

also shows the value ofthe Index of Variation of the difference that is calcrilated 

according to the following equation for the Balances Method: 
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Index of Variation= (1000) Sum of Squared Differences Average Actual 

Number of Test Years Balance 

The lower the value ofthe Index the better the agreement with the actual data. 

The SPR Method of Life Analysis was utilized for the following accounts: 

364 0 Distiibution Poles, Towers & Fixtmes 

365 0 Distiibution OH Conductor & Devices 

366.0 Undergiound Conduit 

367.0 Underground Conductor & Devices 

368 0 Distiibution Line Transformers 

369.0 Distiibution Services 

370.0 Distiibution Meteis 

371.0 Installation on Customers Premises 

373 0 Street Lighting & Signal Systems 

4. Final Selection of Aveiage Life and Cuive Type 

The final selection of aveiage life and curve type foi each'depreciable plant 

account analyzed by the Actuarial and SPR Methods was primarily based on the results 

ofthe mortality analyses of past retirement history. 

5 Net Salvage 

The net salvage percentages used in this report are expressed as percent of 

original cost and are based primarily on the Company's experience combined with the 
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judgment ofthe analyst. To aid in the selection of net salvage percentages, a review was 

made ofthe Company's expeiience for each primary account within each functional plant 

group for yeais 1969 - 2009, 

The salvage program analyzes historical expeiience on an annual basis, on the 

cumulative history basis and for 5-year moving averages to get the historical net salvage, 

as well as uidicated trends. 

The net salvage percents selected were converted to net salvage ratios and appear 

in Column V on Schedule I and were used to determine the total amount to be recovered 

through depieciation. The same net salvage was also reflected in the deteimination of the 

calculated depieciation requhement 

The net salvage ratios shown in Column V on Schedule I of this report may be 

explained as follows: 

a Wheietheratioisshownasunity (1.00), it was assumed that the net salvage in 

that particular account would be zero. 

b Where the ratio is less than unity, it was assumed that the salvage exceeded the 

removal costs For example, if the net salvage were 20%, the net salvage ratio 

would be expressed as .80. 

c. Where the ratio is greater than unity, it was assumed that the salvage was less than the 

cost ofremoval For example, if the net salvage weie minus 5%, the net salvage ratio 

would be expressed as 1.05. 
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Calculation of Depieciation Requirement at December 31. 2009 

The accumulated depreciation by individual plant accoimts was taken fiom the 

Company's books at December 31,2009 The calculation of a theoretical reserve for 

each plant account is provided on Schedule I for information pmposes. OPCO's current 

depieciation rates for Distribution and General Plant are Whole Life rates that do not take 

into account over oi under accruals that result fiom changes in estimates of service lives 

and net salvage 

Study Results 

Foi Distiibution and General Piopeity, the average service life, letirement 

dispersion pattern and net salvage pattern used to calculate each primary plant account 

rate are shown on Schedule HI The mortality characteristics and net salvage values for 

the current rates are also shown. The changes to the mortality characteristics follow the 

trends shown by the historical retirement experience. The gross salvage and gioss <;ost of 

removal percentages were largely based on the history ofthe account foi the period 1969-

2009 

Distribution Plant 

The composite late foi Distiibution Plant decreased fiom 3.97% to 3.77%. The 

decrease was mainly caused by incieases in the estimated average service life for five 

Distribution accounts and a decrease in the net salvage ratio (1 minus the net salvage 

percentage) foi fom Distribution accounts. The Distiibution Plant composite rate 

decrease was partially offset by an increase in the net salvage ratio for six accounts 

General Plant 

The composite rate for General Plant decreased from 2 83% to 2.26%. The 

decrease is largely attributable to an increase in the estimated average service life for 
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three accounts and a decrease in the net salvage ratio for one accoimt The General Plant 

composite rate decrease was partiy offset by an increase in the net salvage ratio for five 

accounts. 
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SCHEDULES 
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SCHEDULE I - Explanation of Columns 

Schedule I shows the determination ofthe recommended annual depreciation accrual rate 

by primary plant accounts by the straight line lemaining Ufe method An explanation ofthe 

schedule follows: 

Column I 

Column II 

Column III 

Column IV 

Column V 

Column VI 

Column Vn 

Column VIII 

Column IX 

Column X 

Colimm XI 

Column XII 

Account number. 

Account title. 

Original Cost at December 31,2009. 

Aveiage Life and (Iowa) Curve Type. 

Net Salvage Ratio. 

Total to be Recovered (Column III) * (Column V). 

Calculated Depreciation Requhement 

Accumulated Depieciation- OPCO's accimrulated depieciation by 
plant account 

Remaining to be Recovered (Column VI'i Column VIII). 

Aveiage Remaining Life. 

Recommended Armual Accrual Amount 

Recommend Annual Accrual Percent or Depreciation Rate 
(Column Xl/Column III). 
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OHIO POWER COMPANY 
ANNUAL DEPRECIATION RATES AND ACCRUALS BY THE REMAINNG LIFE METHOD 

SCHEDULE II • COMPARE DEPRECIATION EXPENSE USING CURRENT AND STUDY RATES 
BASED ON PLANT IN SERVICE AT DECEMBER 31,2009 

(USINQ DISTRIBUTION COMPANY GENERAL EQUIPMENT BALANCE) 
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NO 

m 
TRIBU1 

361 0 
362 0 
363 0 
364 0 
365 0 
366 0 
367 0 
368 0 
369 0 
370 0 
3710 
372 0 
373 0 

TITLE 
SI 

ION PLANT 

Structures & Improvements 
Station Equipment 
Storage Battery Equipment (Note 1) 
Poles, Towers, & Fixtures 
Overfjead Conductor & Devices [Note 2) 
Underground Conduit 
Unaeraround Conductor 
Line Transformers 
Services 
Maters 
Installations on Custs. Prem. 
Leased Property on Custs. Prem 
Street Lighting S Signal Sys 

Total Distribution Plant 

GENERAL PLANT (Distribution Company, Note 3) 

390 0 
390 0 
3910 
392 0 
393 0 
394 0 
39S0 
398 0 
397 0 
398 Q 

Structures & Improvements 
Sinjctures & Improvements (Note 4) 
Office Fumiture & Equipment 
Transportation Equipment 
Stores Equipment 
Tools Shop & Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 

Total General Plant 

ORIGINAL CURRENT 
COST AT APPROVED 
12/31/09 RATE 
(31 m 

CURRENT 
ANNUAL STUDY 

ACCRUAL RATE 
SI (§1 

STUDY : DIFFERENCE 
ACCRUAL (DECREASE) 

m ^ 

Total Depj^clable Plant 

8 070 865 
237 243 322 

5062199 
317 436 950 
274 567259 
51027 785 
90088271 

312931476 
132 711 657 
69 839 324 
21997419 

1104 
20 9a.6431 

1 541.88?.08? 

53 621746 
7 132 729 
1 39S 101 

416 
101683 

9097 927 
235 285 

11418 
30 805.390 

604.256 

103 005951 

1,644.888013 

191% 
2 86% 
6 52% 
4 84% 
4 00% 
2 00% 
333% 
3 64% 
4S5% 
4 03% 

10 00% 
3 33% 
5 75% 

397% 

2 56% 
329% 
317% 
190% 
313% 
3 80% 
3 50% 
3 46% 
2 86% 
400% 

283% 

390% 

154 154 
6 785 159 

329 995 
15 363 948 
10 982 690 

1 020 556 
2 9S9 207 

11390 706 
6 038 380 
2 614 625 
2 199 742 

37 
12S3270 

61.28^|369 

1 372 717 
234 727 
44 225 

a 
3183 

345 721 
8 235 

385 
881 034 
24.170 

2 914 415 

64 196784 

179% 
2 79% 
6 52% 
5 54% 
369% 
188% 
3 04% 
314% 
3 42% 
3 06% 
935% 
0 00% 
5 43% 

3 77% 

186% 
219% 
2 79% 
198% 
2 69% 
3 36% 
2 73% 
352% 
258% 
381% 

2 26% 

3.68% 

144219 
6 619631 

329 995 
17 592417 
10130055 

960208 
2735 086 
9813094 
4544153 
2,138 709 
2,056 767 

0 

\nrm 
58,201.704 

997 520 
15S467 
33 965 

8 
2738 

305821 
6 412 

402 
795 319 
23.009 

2 326681 

60.528 385! 

-9 935 
-165328 

0 
2 228 469 
-862 635 
-60 346 

-264121 
-1 577 612 
-1 494 227 

-676 816 
-142 9TS 

-37 
•66,10P 

-3 080 965 

-375 187 
-78 260 
-5 240 

0 
-445 

-39900 
-1823 

7 
-85 715 

-1161 

-587.734 

-3.668.399 

NOTES: 1. Storage Battery Equlpmenl. being depredated over 15 yeare as per AEPs engineering estimates AEP engineering estimates equal amounts of salvage 
and removal so net salvage equals zero This equipment was acquired in 2006 and the rate has nol yet been approved by ̂ e PUCO 

2 Excludes $3 753 847 provided for in OPCo s Enhanced Vegetation Management Rider 

3 Distribution company general plant balances at DecemberSI 2009 
4 Owned improvements to leased stmctures that are amortteed over the lease term In accordance witi GAAP. LVe and amortization amourit based on 
average remaining amortization period at Dec 2009 which was 5.10 years. The Company did not request approval for the leasehold improvements atnortlzatlon 
rate in our last rate case so rate Is not yet approved by the PUCO The balance excludes $531 068 for Solar Panels at the Newark Service Center that are 
provided for in the Company's fuel adjustment c 
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OHIO POWER COMPANY 
SCBEDULE i n - COMPARISON OF MORIALIIY CHARACIERISIICS 

DEPRECIAIION STUDY AS OF DECEMBER 31,2009 

(1) 

DISTRIBUTION PLANT 
361.0 Structutes & Improvements 
362 0 Station Equipment 
363 0 Storage batteiy equipment 
364 0 Poles, Towers, & Pixtures 
365 0 Overhead Conductor & Devices 
366 0 Undergroimd Conduit 
367,0 Underground Conductor 
368 0 Line Transfotmers 
369 0 Services 
370 0 Meteis 
3710 Installations on Custs Prem 
372 0 leased Propeity on Custs Prem 
373.0 Streetlighting& Signal Sys. 

(2) 

Averag« 
Service 

Life 
(Yeats) 

55 
35 
NA 
32 
30 
50 
30 
33 
33 
31 
12 
30 
20 

(3) (4) (5) 

Existing Rates 

Iowa 
Cuive 

R20 
LOO 
NA 
LOO 
S)5 
R25 
L3.0 
LOO 
R0 5 
R0 5 
LOO 
RIO 
LOO 

Salvage 
Factor 

NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 

Cost of 
Removal 

Factor. 

NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 

(6) 

Net 
Salvage 
Factor 

-5% 
0% 
NA 

-55% 
-20% 
0% 
0% 

-20% 
-50% 
-25% 
-20% 
0% 

-15% 

(7) 

Average 
Service 

Life 
(Yeais) 

60 
40 
15 
32 
30 
50 
36 
34 
33 
36 
12 
30 
20 

(8) 

Iowa 
Curve 

R15 
LOO 
SQ 

LOO 
LOO 
R20 
R0 5 
R15 
R0 5 
SIO 
LOO 
RIO 
LOO 

(9) (10) 

Study Rates 
Cost of 

(11) 

Net 
Salvage Removal Salvage 
Factor 

22% 
20% 
3% 
9% 

22% 
0% 
2% 

25% 
11% 
17% 
2% 
0% 
1% 

Ijac^or 

41% 
36% 
3% 

96% 
38% 
0% 
16% 
40% 
31% 
34% 
23% 
0% 
19% 

factor 

-19% 
-16% 
0% 

-87% 
-16% 
0% 

-14% 
-15% 
-20% 
-17% 
-21% 
0% 

-18% 

GENERAL PLANT 
390 0 
3910 
392 0 
393 0 
394 0 
395 0 
396 0 
397.0 
398.0 

Note: Existing Rate mortality characteristics were recommended by the commission staff in Case No 94-996-EL-AIR 

NA = Not Available 

Structures & Improvements 
Office Furniture & Equipment 
Transportation Equipment 
Stores Equipment 
Tools Shop & Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 

45 
30 
50 
32 
25 
28 
26 
35 
25 

R2 0 
L&5 
RIO 
R50 
R25 
L4.0 
L40 
LOO 
RIO 

NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 

NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 
NA 

-15% 
5% 
5% 
0% 
5% 
2% 

10% 
0% 
0% 

50 
30 
50 
34 
30 
28 
26 
35 
25 

SO 
SQ 
SQ 
SQ 
SQ 
SQ 
SQ 
SQ 
SQ 

15% 
0% 
0% 
0% 
9% 
0% 
8% 
0% 
0% 

20% 
0% 
0% 
0% 
18% 
0% 
2% 
0% 
0% 

-5% 
0% 
0% 
0% 
-9% 
0% 
6% 
0% 
0% 
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APPENDIX A 

OPCO WHOLE LIFE RATE CALCULATION 
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OHIO POWER COMPANY 
ANNUAL DEPRECIATION RATES AND ACCRUAI.S BY THE WHOLE LIFE METHOD 

SCHEDULE II - COMPARE DEPRECIATION EXPENSE USING CURRENT AND STUDY RATES 
BASED ON PLANT IN SERVICE AT DECEMBER 31,2009 

(USING DISTRlBUTtON COMPANY GENERAL EQUIPMENT BALANCE) 

EXHIBIT DAD-2 
APPENDIX A 

PAGE A - 2 

NO 

m 
TRIBUl 

3610 
362 0 
363 0 
364 0 
3650 
366 0 
367 0 
368 0 
369 0 
370 0 
3710 
372 0 
373 0 

TITLE 
01 

ION PLANT 

SlnJctures & Improvemsnts 
Station Equipment 
Storage Batteiy Equipment (Note 1) 
Poles, Towers, & Fixtures 
Overhead Conductor & Devices (Note 2) 
Underground Conduit 
Underground Cwiduclor 
Line Transformers 
Services 
Meters 
Installations on Gusts. Prem. 
Leased Property on Custs. Prem 
Street Lighting & Signal Sys 

Total Distribution Plant 

GENERAL PLANT (Distribution Company, Note 3) 

390 0 Stmctures & Improvements 

390 0 Structures & Improvements [Note 4) 
391 0 OfTice Fumiture & Equipment 
392 0 Transportation Equipment 
393 0 Stores E q u ^ e n t 
394 0 Tools Shop & Garage Equipmeil 
3SS 0 Laboratory Equipment 
396 0 Power Operated Equipment 
397 0 Communication Equipment 
398 0 Miscellaneous Equipment 

Total General Plant 

Total Depreciable Plant 

ORIGINAL 
COSTAT 
12«1fl)9 
ai 

8070.865 
237243322 

5062199 
317436950 
274567259 

51 027 785 
90068 271 

312931.476 
132711657 
69 839.324 
21997419 

1104 

2992Si21 

1541.882.062 

53 621746 
7132729 
1 395 101 

416 
101 683 

9097 927 
235 285 

11.418 
30805,390 

604,256 

1SMS,9S1. 

1.644.888,013 

CURRENT 
APPROVED 

RATH 

J41 

1 9 1 % 
2 88% 
6 67% 
4 84% 
400% 
2 00% 
3 33% 
3 64% 
455% 
4 03% 

10 00% 
333% 
5 75% 

398% 

2 56% 
329% 
317% 
190% 
313% 
3 80% 
350% 
346% 
2 86% 
4 00% 

2 83% 

3 90% 

CURRENT 
ANNUAL 

ACCRUAL 

(51 

154154 
6785159 

337 480 
15 363948 
10 982 690 

1020 556 
2 999 207 

11390 708 
6 038 380 
2 814525 
2199742 

37 
1 203.270 

61289 854 

1 372 717 
234 727 

44225 
8 

3183 
345721 

8 235 
395 

881034 
.24,173 

2914415 

64,204,269 

STUDY 
RATE 

m 

198% 
290% 
667% 
584% 
387% 
200% 
317% 
338% 
364% 
3 25% 

1008% 
333% 
590% 

399% 

525% 
219% 
333% 
200% 
294% 
363% 
3.57% 
3.62% 
286% 
400% 

414% 

4.00% 

STUDY 
ACCRUAiL 

m 

160072 
688Q0SS 

337480 
18 550222 
10 616601 

1020 556 
2852099 

10 584 447 
4825 878 
2 269778 
2 218073 

37 
1.234659 

61 S4^ 958 

2815142 
156467 
46 503 

8 
2991 

330558 
8 4D3 

413 
880 153 

24,175 

4.284.808 

esfiU.res 

DFFERENCE 
(DECREASE) 

(81 

5 918 
94 897 

0 
3186 274 
-366 089 

0 
-147 108 
-806 259 

-1212 502 
-544747 

18 331 
0 

3im. 
260,104 

1442425 
-78 260 

2 278 
0 

-192 
-15163 

168 
18 

-881 

& 
i?$Qaa3 

1.610,497 

NOTES: 1. storage Battery Equipment being depreciated over 15 years as per AEPs engheerinfl estimates. AEP engineeriig esthiates equal amounts of salvage 
and removal so net salvage equais zero This equipment was acquled In 2008 and the rate has not yet been approved by the PUCO 

2 Excludes $3 753 847 provided for In OPCo's Enhanced Vegetation Management Rider 

3 Distribution company general plant balances at December 31 2009 
4. Owned improvements to leased stmctures that are amort'zed over the lease tenm In accordance with GAAP. Life and amortization amount based on 
average remaining amMizatlon polod at Dec 2009 which was 5.10 years The Company did not request approval for the leasehold inprovmnents amortizafion 
rate in our last rate case so rate is not yet approved by the PUCO The balance excludes $531 058 for Solar Panels at the Newark Setvice Center that are 
provided for In the Company's fuel adjustment clause 



EXHIBIT DAD - 3 

EXHIBIT DAD - 3 

COMBINED COMPANY DEPRECIATION RATE CALCULATION 

USING THE AVERAGE REMAINING LIFE METHOD 
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