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Organization

The section of the report concerning the FAC filings audit is organized into the following
sections:
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Certificate of Accountability of Independent Auditors
Quarterly FAC Filing — First Quarter 2012

Second Quarter 2012 — Blended

Second Quarter 2012 — Unblended

Explanation from AEP as to Why It An No Longer Unbundle Fuel Costs Between Ohio
Power and CSP

Third Quarter 2012

Fourth Quarter 2012
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Third Quarter 2013
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OPCO Jointly Owned Generation

FAC Deferrals

Review Related to Coal Order Processing
Purchase Orders and Approved Purchase Requisitions
Invoice and Voucher Procedures

Fuel Ledger

BTU Adjustments
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» Freight and Barge Vouchers

» Fuel Analysis Reports

* Retroactive Escalations

¢ Review Related to Station Visitation and Coal Processing Procedure
* Review Related to Fuel Supplies Owned or Controlled by the Company
¢ Review Related to Purchased Power

¢ Reliability Must Run Generation

e Review Related to Service Interruptions and Unscheduled Outages

» FAC Filings, Supporting Workpapers and Documentation

e Lawrenceburg Generating Station

s OVEC Demand Charges

* Audit Trail for Reconciling Adjustments

* Renewable Energy Resources

¢ (Carrying Costs on Deferred Fuel Balances

¢ Active Management

e Audit Fees Included in FAC

¢ Conesville Coal Preparation Plant

. —and Related Revenue

¢  Emission Allowances
» Changes to Fuel, Purchased Power Procurement and Emission Allowance Procurement
s Internal Audits

* AEP River Transportation Division
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Certificate Of Accountability Of Independent Auditors

To: American Electric Power-Ohio

We have examined the quarterly FAC of Ohio Power Company (“OPCO" or "AEP Ohio™) for
the years ended December 31, 2012 and December 31, 2013 which support the calculation of the
Fuel Adjustment Clause (“FAC”) rates for the 12 month periods January through December
2012 and January through December 2013. In addition, we have examined the quarterly
Alternative Encrgy Rider (“AER”) filings which support the calculations of the Alternative
Energy Rider for the period October 2012 through December 2013. Tn conducting our review,
we were aware of and considered the guidance set forth in former Chapter 4901:1 — 11 and
related appendices of the Ohio Administrative Code relating to “Uniform Financial Audit
Program Standards and Specifications for the Electric Fuel Component”. Our examination for
this purpose was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants and, accordingly, included examining on a test basis,
the accounting records and such other procedures as we considered necessary in the
circumstances. We did not make a detailed examination as would be required to determine that
each transaction was recorded in accordance with the financial procedural aspects of former
Chapter 4901:1 — 11 and related appendices of the Ohio Administrative Code. Our examination
does not provide a legal determination of AEP Ohio’s compliance with specific requirements.

The quarterly FAC and AER filings are the responsibility of the Company’s management. Qur
responsibility is to express an opinion as to AEP Ohio’s fair determination of the FAC rates for
January 2012 through December 31, 2013 calculated with those quarterly filings, which include
the Reconciliation Adjustments for the period July 2011 through December 2013 that were
reflected by AEP Ohio through the Company’s quarterly FAC filings, and to express an opinion
as to AEP Ohio’s fair determination of the Rider AER rates for October 2012 through December
2013, that were reflected by AEP Ohio through the Company’s quarterly AER Filings.

In our opinion, except for the error corrections and other concerns noted in this report, AEP Ohio
has determined, in all material respects, the FAC rates for the 12-month periods January through
December 2012 and January through December 2013 in accordance with its proposed procedures
and its interpretation of what should be includable in the FAC rates.

In our opinion, except for the concerns noted in this report, AEP Ohio has determined, in all
material respects, the AER rates for October 2012 through December 2013 in accordance with its
proposed procedure, and its interpretation of what should be includable in the AER rates.

Sfpehos £ aorii® P12

Larkin & Associates PLLC

Livonia, Michigan

Management/Performance and Financial Audits of the Fuel and Purchased
Power and Alternative Energy Riders of the Ohio Power Company



Quarterly FAC Filing — First Quarter 2012 - Blended

On December 1, 2011, AEP Ohio submitted quarterly FAC filings for CSP and OPCO, which
reflected actual data from July through September 2011 and projected data for the period January
through March 2012. AEP Ohio’s filing for this quarter included a submittal letter, Schedules 1
through 3 supporting the Companies proposed calculations for CSP and OPCO, and the
explanations of each schedule.

The Companies used the same methodology described above as it relates to the format of the
schedules in its initial FAC filing. The sections below discuss AEP Ohio’s first quarter 2012
FAC filings by reproducing Schedules 1 through 3 as Exhibits 7-1 through 7-3, and then briefly
summarizing cach schedule.

Exhibit 7-1
OPCO and CSP Combined Schedule 1, January — March 2012

Schedule 1

OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During
January 2012 through March 2012
Summary - Proposed FAC Rate

A B C
Schedule 2 Schedule 3
Delivery Forecast (FC)  Reconciliation (RA)  Total of FC and RA
Line Voltage Component Adjustment Comp. Components
1 |Secondary 3.65934 0.00000 3.65934
2 |Primary 3.53239 0.00000 3.53239
3 {Sub/Transmigsion 3.46202 0.00000 3.46202

Schedule 1: This schedule reflects the then current FAC rate components by delivery voltage.
Column A reflects the forecast component (“FC”) rate necessary to recover the estimated fuel
expense for the period January through March 2012. Column B presents the Companies
reconciliation adjustment (“RA™), which is calculated m order for AEP Ohio to derive the actual
fuel over or under recovery it experienced through September 2011. Column C reflects the sum
of the FC and RA components.
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Exhibit 7-2
GPCQO and CSP Combined Schedule 2, January — March 2012
Schedule 2
'OHIO POWER COMPANY and COLUMBUS SOULHERN PUWER COMPARY

Caltulation of Quarterly FAC For Bitling During
January 20312 throtigh March 2012

FC Companent
Forveast Perfod - 154 Quarter 2012
Line Descripion January Frbruary March Tital
1 Fuel& Purchused Power 184,711,107 162, I01,458 145137318 § 502.349.883
2 Euvimunmental (Consumahl:s and Allewances) 15,848.072 14476070 13877440 S 44201 591
3 (Gews)and Losses On Sules of Allowances (3250003 (F25.000y (325,000) $ (975,000}
4 e . N g .
5 Total Includible FAC Costs 3 2002314170 8 183,152,538 8 162680767 8 60764
i Less: Assigned ro Of-System {nclding AEP Affiliates) £8.997,795 54,332,006 41.574.856 3 169,304,187
7 FAC fur [ntemal Load 3 131.736,584 5 123520522 % 121154881 % 176,712,287
g  Retail Junsdictional Allacabon Ratio Schedule Ipg. 2 093337 092030 093146 0.93337
9 FAC for Retail Load Before Renewables 5 122,959,235 8 115,190,232 § 112850925 8 351611947
10 Renewables/RECS 5.7N1346 5,034,843 4,773,172 § 15,528,361
11 FAC for Retail Luad 8 128679601 5 120,325,075 § 117,624097 5 367,140.308
12 Reluit Nun-Shopping Sales - Generation Level Kwh 3,834,400 2077 3.345,595,168 3461,993,530 10,642 988 214
13 FC Component of FAC Rate At Generation Level - Cents/kWh 344900
Secondal Primeacy Suby Crons
14 FC Cotnponent of FAC Rate At Generation Level 354960 3 44060 3 B0
15 Loss Factor 10008 10240 10030
16 FCul the Meter Lewl - Cents/kWh Line 14 x Line 13 3.65934 353239 346102

Schedule 2: This schedule reflects AEP Ohio’s estimates of monthly fuel costs it expected to
incur during the period January through March 2012. AEP Qhio stated that it calculated the rates
by voltage necessary to recover its forecast costs. For the first quarter of 2012, AEP Ohio has
projected includable FAC costs totaling $546.076 million for CSP and OPCO, which are
comprised of fuel and purchased power, an environmental component consisting of consumables
and allowances, and gains and losses on sales of allowances.

As shown on line 6 of Schedule 2, the Companies removed the costs that were assigned to off-
system (including AEP affiliates) in order to derive the FAC costs designated for internal load.
For the first quarter of 2012, these projected off-system costs totaled $169.364 million for CSP
and OPCO. After applying a retail jurisdictional allocation ratio based on the forecasted retail

jurisdictional non-shopping sales at the generation level, the Companies derived its FAC costs

for retail load before adding a component for renewables.

Line 10 of Schedule 2 reflects the Companies’ projected component for renewable energy credits
(“RECs™), which totaled $15.528 million for CSP and OPCO. The addition of the RECs result in
total FAC costs for retail load of $367.140 million for CSP and OPCO. From these amounts, the
Companies calculated the FC portion of the FAC rate at the Generation level. This amounted to
3.44960 cents per kWh for CSP and OPCO and was calculated by dividing the projected FAC
for retail load by the projected retail non-shopping sales at the Generation level.

CSP and OPCO then applied loss factors to each respective FC portion of the FAC rate based on
delivery voltage levels in order to derive the FC portion of the FAC rate at meter level. CSP and
OPCO applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary,
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primary and sub/trans voltage levels, respectively, which resulted in FCs of 3.65934, 3.53239
and 3.46202 cents per kWh.

Exhibit 7-3
OPCO and CSP Combined Schedule 3, Page 1, January — March 2012

Scheduls 3

Page 1of 3
OHI O POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Caleulation of Quarte iy FAG For Billing During
January 2012 through March 2012
RA
Actzal Peried - July 2011 through September 2011
Kwh Renewable & Schedule 3, p2 FAC (Over)Under Carrying Charges On Qther Total
Line Manth Retail Non-Shepping Sales  FAC Revenue FAG Cosat Recavery (OverlUnder Recovery Credits/Charges__(Over)finder Racovery
1 Beginning Balance $ 597,146 420
2 Ju1s 4.337,319.410 § 141,697,566 § 143,360,802 & 1,662,838 § 4,562,992 § (140961) § 6,114,858
3 Aug-it 3,930.514.690 § 128233661 § 134081144 3 5747483 3 4,608,176 § (140,961) § 10,214,639
4  Sepi1 3,285,080912 § 105,222, 558§ 112,680,980 % 6458432 § 4,661,217 § (44.739.334) § (33,619,685,
5 Ending Balance 11,542, 815,012 § 376,254,185 & 3§0,122,836 § 13,868,751 _§ 13,662,385 § (45,021,255} § 574,858,301
] Cimet Interim Agreemeant Ceferra; Schedule 3, pg. 3 $ 913,051
¥ *Total (Cvarfnder Recovery Balance % 580,769,353 *
B Loss Adusled Relail Sales Biling Period - kWh 10,842 0338 914
8 RA Compenant at Generation - Cenls/kWh 5 456852
Secondary Primary SubiTrans
1 RA Component of FAC Rats Al Ganaralion Level 545683 5.45683 5 45683
11 Loss Factar 1.0608 10240 1.0036
12 RAatthe Meter Level - Cents/kWh Line 10 % Line 11 5.78860 5.58779 5.47647

* Balance Moved to Phase-in Rider to be eflective with the first bifling cycla of January 2012,

Schedule 3: This three-page schedule represents the Companies RA components of its third
quarter 2011 FAC filings. Specifically, page 1 of Schedule 3 reflects the Companies’ beginning
cumulative balance as well as the under-recovery of fuel expenses for each month during the
period July through September 2011, which were calculated as the difference between the
monthly FAC revenues for the third quarter of 2011 and the monthly jurisdictional retail FAC
costs for the same period. In addition, page | of this schedule reflects the addition of the
carrying costs associated with those under-recoveries as well as other credits and charges, which,
according to AEP Ohio, reflect adjustments to the FAC deferrals and are predicated on prior
PUCO orders. The addition of the carrying charges and other credits and charges resulted in
total under-recoveries of $579.856 million for CSP and OPCO.

Schedule 3, page 1, line 6 reflects the addition of a deferral associated with Ormet. For the third
quarter of 2011, these deferrals totaled $913,051 for CSP and OPCOQO. The derivation of these
deferral amounts are summarized on Schedule 3, page 3.

After adding the amounts associated with Ormet, CSP’s and OPCO’s under recovery for the
third quarter of 2011 was $580.769 million, the balance of which was transferred to the Phase-In
Rider, which became effective with the first billing cycle of January 2012, From these amounts,
cach Company calculated the RA component of its FAC rate at Generation level by dividing the
under recoveries by the same forecasted retail non-shopping sales at Generation level referenced
in the Schedule 2 section above. The RA component for CSP and OPCO for this filing was
5.45683 cents per kWh. The Companies applied the loss factors related to the secondary, primary
and sub/trans voltage levels to these RA components in order to derive the RA portion of the
Management/Performance and Financial Audits of the Fuel and Pufc‘:ﬂwaied
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FAC rate at meter level. For CSP and OPCO, the application of the loss factors results in RA
components of the FAC rate of 5.78860, 5.58779 and 5.47647 cents per kWh for the secondary,
primary and sub/trans voltage levels, respectively,

AEP Ohio stated that the under-recovery balance is not included 1n the RA component of
Schedule 1, due to its inclusion in the Phase-In Rider.

Exhibit 7-4
OPCO and CSP Combined Schedule 3, Page 2, January — March 2012

Schedule 3
Page 2 of 3
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterty FAC For Billing During
January 2012 through March 2012
RA Component
Monthly Retail FAC Cost
Less = Tinks = + =
Total Company Assigned 088 Intemal Load Retail Allocation  Rutail FAC hefare Retail FAC &
Line Manth FAC Cost And Pool FAC Cost Ratic Renewahles Rencwables Renewable Cast
1 Jul-11 3 28098045 § 133222113 § 147,757,902 196080 S 141963092 8 L3570 & 14336080
2 Aung-1] 5 244041284 5 105,571,788 § 138.469.496 095789 5 132,638,957 5 1442187 5§ 134,081,144
3 Sep-11 3 210,205,74% S 94,189,093 5 116.106,654 093373 § 110,734,805 S 1546185 5 T12680.990
4 Total M 735,048 8 332982996 § 402,334,052 5 385,338,854 S 4784082 8 390,122,936
nth i tional Allgcation Rati
Jurisdictional Sales at Gen Level Kwh Junisdictional Ratios
| Line Month Whisc (WRC) | Retail Touil Whise (WPC) | Retail
Actual
5 Tkl 22,486,657 4,505,564,882 4,70%,551,539 Q04311 095689
3] Aug-11 200,577 437 4,000,368, 141 4,290,945, 578 0.04674 095326
7 Sep-11 185,986,999 3,406,322,257 3,592,309.256 0.03177 094323
Forecast
8§ Jn-12 173,725,005 3,834.400,207 4,108,125,302 006663 0.93317
9 Feh-12 230,736.657 3,346,595,168 3,597,331.825 0.06970 4.93030
1] Mar-12 254,759,447 3461,993,53% 3,716,752.9860 0.06854 0.93146

Page 2 of Schedule 3 reflects monthly data on the Companies actual fuel costs during the third
quarter of 2011. Specifically, page 2 of Schedule 3 (lines 1-4) shows, for each Company, total
monthly FAC costs incurred from July through September 2011. For each month (July through
September), the Companies deducted amounts assigned to off-system sales in order to derive the
amounts assigned to internal load. From each monthly internal load amount, the Companies then
applied a retail jurisdictional allocation ratio, calculated as monthly retail sales at the generation
level divided by total sales at the generation level to derive its “Retail FAC Before Renewables”.
During the third quarter of 2011, CSP and OPCO added an amount totaling $4,784,082 for
renewables, which reflects the revenue requirement associated with solar panels that were
installed by CSP and OPCO pursuant to meeting the renewable energy requirements of Senate
Bill 221 as well as other renewable energy costs. The impact of adding the renewables
component resulted in the retail FAC costs that were carried over to Schedule 3, page 1, and
from which the Companies” FAC over/under recoveries for the third quarter of 2011 were
derived.

iR
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Finally, page 2 of Schedule 3 reflected the Companies’ actual monthly jurisdictional sales at the
generation level for July through September 2011{. In addition, this schedule reflected the
Companies’ forecasted monthly jurisdictional sales at the generation level for January through
March 2012, from which both the FC and RA components of each Company’s FAC rate were
calculated as discussed above. In addition, from these forecasted amounts, the Companies
calculated retail junisdictional allocation ratios of .93337, .93030 and .93146 (January, Febrnary
and March 2012, respectively) for CSP and OPCO.

Exhibit 7-5
OPCO and CSP Combined Schedule 3, Page 3, January ~ March 2012

Schedule 3
Page 3of 3
OHIO POWER COMPANY and COLEMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During
January 2012 through March 2012
RA Component
Ormet Interim Agreement Deferval
Camrying Total Underrecovery
Line Month Rate Discount Charpes Deferral - Ormet

1 Jul-11 $ - $ 04350 8 304,350
2 Aup-11 $ $ 304350 § 304,350
3 Sep-11 $ b 304,350 3 304,350
4 Total 5 - 3 913,051 § 913,05}

As noted above, page 3 of Schedule 3 reflects the derivation of the monthly rate deferral and
carrying costs associated with Ormet Interim Agreement pursuant to Case No. 09-1094-EL-FAC.
The deferrals included in the Companies’ FACs are for the peried January 1, 2010 through
September 17, 2009. Ormet related rate discounts that occurred subsequent to September 17,
2009 will be recovered through each Company’s Economic Development Cost Recovery Rider.

Ormet Interim Agreement

In Case No. 07-1317-EL-UNC, the PUCQ approved a market rate for 2008 of $53.03 per MWh
related to power sold to the Ormet Primary Aluminum Corporation (“Ormet™). In a prior PUCO
Order, Ormet’s 2008 purchases were at a price of $43 per MWh. In order for AEP Ohio to be
compensated for providing te Ormet for less than the market rate, the PUCO authorized the
Companies to amortize a regulatory liability of $56.968 million that was created by AEP Ohio in
June 2005 when the Ohio Franchise Tax was phased out. This amortization was based on the
difference between the $53.03 per MWh market rate and the $43 per MWh rate paid by Ormet.
Upon the regulatory liability being fully amortized, the Companies were authorized to recover
the difference from customers.

In its Finding and Order dated January 7, 2009 (Case Nos. 08-1338-EL-AAM and 08-1339-EL-
UNC, filed on December 29, 2008), the PUCO directed that the arrangement between the
Companies and Ormet continue until the PUCO ruled on the Companies’ then pending ESP
application, or until Ormet submitted a new contract proposal to the PUCO. On February 17,
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2009, in Case No. 09-119-EL-AEC, Ormet filed an application pursuant to Section 4905.31 of
the Revised Code to establish a unique arrangement between CSP and OPCO as it relates to
electric service being provided to Ormet’s aluminum producing facility in Hannibal, Ohio.
Ormet filed an amended application on April 10, 2009 in that proceeding.

The PUCO approved Ormet’s amended application with several modifications in its Order and
Opinion dated July 15, 2009, Specifically, the PUCO directed AEP Ohio to bill Ormet at a rate
which averaged $38 per MWh for the periods when Ormet was fully operating (6 potlines), $35
per MWh for periods when Ormet curtailed production to 4.6 potlines, and $34 per MWh for
periods when Ormet curtailed production to 4 potlines. This rate was authorized for the balance
of 2009. In its Order and Opinion, the PUCO stated that further proceedings would be necessary
as it relates to the recovery of “delta revenues™ by AEP Ohio. Therefore, the PUCO authorized
AEP Ohio to defer the delta revenues for the remainder of 2009. In addition, the PUCQO directed
AEP Ohio to file an application to recover the deferrals authorized in Case No. 08-1338-EL-
AAM, as well as the delta revenues for 2009,

In its Application dated November 13, 2009 in Case No. 09-1094-EL-FAC, the Companies
proposed to recover the deferrals authorized pursuant to the Interim Agreement. Specifically, the
Companies’ proposed to recover through each Company’s FAC, the cumulative FAC under-
recovery regulatory asset at September 17, 2009. As of September 17, 2009, the Companies had
a deferred regulatory asset of $29,847,670 for CSP and $33,009,802 for OPCO. In addition, the
Companies had a deferred regulatory asset in carrying charges of $1,556,972 for CSP and
$1,610,301 for OPCO. These carrying costs were calculated based on each Company’s
Weighted Average Cost of Capital (“WACC™).

After September 17, 2009, the Companies have continued to accrue carrying charges on the
deferral related to the Ormet Interim Agreement, which the Companies have included in their
RA adjustment calculations during 2011 as shown on Schedule 3, page 3 of the Companies’
quarterly FAC filings. The $913,051 for the Ormet Interim Agreement deferral included in the
RA relate back to this,

On September 1, 2010, AEP Ohio filed an application for a Significant Excessive Earnings Test
(“SEET™), which utilities are required to file annually at the PUCO in order to demonstrate
whether significantly excessive earnings were made. In its Opinion and Order dated January 11,
2011, the PUCO determined that CSP generated $42.6 million in significantly excessive earnings
in 2009, which the Commission ordered be refunded to customers through bill credits and the
elimination of any deferrals. As a result of the Commission's Opinion and Order, CSP's Ormet
interim agreement deferral amount {including carrying charges) effectively became zero as of
December 31, 2010. The Companies' March 1, 2011 quarterly FAC filing (Schedule 3, page 1,
line 8) reflected a line item called "SEET Refund", which removed the deferral and Ormet
carrying charges which totaled $18,717,599. AEP Ohio's response to LA-2012/2013-1-121
stated that no special agreements with Ormet have impacted AEP Ohio’s 2012 or 2013 gquarterly
FAC filings.

Management/Performance and Financial Audits of the Fuel and Purchased
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Second Quarter 2012 - Blended

On March 1, 2012, AEP Ohio submitted its quarterly FAC filings, reflecting the merger of CSP
and OPCo (now referred to as OPCo), which provided actual data from October through
December 2011 and projected data for the period April through June 2012. AEP Ohio’s filing
for this quarter included a submittal letter, Schedules 1 through 3 supporting the Companies
proposed calculations for OPCO, and the explanations of each schedule.

The Companies used the same methodology described above as it relates to the format of the
schedules 1n its initial FAC filing. The sections below discuss AEP Ohio’s second quarter 2012
FAC filings by reproducing Schedules 1 through 3 as Exhibits 7-6 through 7-10, and then briefly
summarizing each schedule.

Exhibit 7-6
OPCO and CSP Combined Schedule 1, April — June 2012

Schedule 1

OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During
April 2012 through June 2012
Summary - Proposed FAC Rate

A B C
Schedule 2 Schedule 3
Delivery Forecast (FC) Reconciliation (RA) Total of FC and RA
Line Voltage Component Adjustment Comp. Components
1 [Secondary 3.67755 0.0000G 3.67755
2 |Primary 3.54997 0.00000 3.34997
3 [Sub/Transmission 3.47925 0.00000 3.47925

Schedule 1: This schedule reflects the then current FAC rate components by delivery voltage.
Column A reflects the forecast component (“FC”) rate necessary to recover the estimated fuel
expense for the period April through June 2012. Column B presents the Companies
reconciliation adjustment (“RA”), which is calculated in order for AEP Ohio to derive the actual
fuel over or under recovery it experienced through December 2011. Column C reflects the sum
of the FC and RA components.
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Exhibit 7-7
OPCO and CSP Combined Schedule 2, April — June 2012
Schedule 2
QHIO POWER COMPANY and COLUMBLS SOUTHERN POWER COMPANY
Caleulation of Quarterly FAC For Billing During
Aprit 2012 through Jwne 2012
FC Component

Forecast Periad - 2nd Quarder 2012

Line Description April May June Total
1 Fuel& Purchased Power 130,768 264 144,600,719 166077000 § 441,536,042
2 Envimnnestal (Conswtables aud Alowances) 12,149.437 12,506,628 14101,520 § 3BX17,585
3 {Gamns)and Losses On Sales of Allowances (325,00 (725000 (7250000 $ £1,775,0007}
4 {wher - - - 5 -
5 Totat Includible FAC Costs 5 MM 8 156,472,346 § 179513580 S 478578627
6 Less: Assigned to Off-System (Including ALP Affilates} 35.5%6.844 46,055.236 S9615B90 & 141,257.971
7 FAC for Internal Load s 107,005,857 § 10417008 S 119897689 S 337.320.056
8 Retail Jurisdictiwonal Allocation Ratio Schedule 3py. 2 092668 092831 092710 092746
9 FAC for Retwil Luad Befiore Renewables g 93,100,187 5 102,501,108 5 111188321 % 31235244
10 Renewables/RECs 4,522 563 4282014 INsH983 § 12,261,562
11 FAC for Retail Load § 14,082,753 S 100783222 5 114245304 5 323114006
12 Retail Non-Shopping Sakes - Generation Leve] Kah 2,%22,078,008 3, 105.476,601 3350445511 9.374,000,150
13 FC Componem of FAC Rate At Generation Leve) - Cents kWh 346677

Secondary Primary Sub'Krans

14 FC Compenent of FAC Rate At Generahon Eevel 346877 345677 346637
15 luas Factor LOHIR 1.0240 10036
16 BC at the Meter Lovel - Cents/kWh Line 14 x Line 15 3.67755 3.54997 347526

Schedule 2: This schedule reflects AEP Ohio’s estimates of monthly fuel costs it expected to
incur during the period April through June 2012, AEP Ohio stated that it calculated the rates by
voltage necessary to recover its forecast costs. For the second quarter of 2012, AEP Ohio has
projected includable FAC costs totaling $478.579 million for OPCO, which are comprised of
fuel and purchased power, an environmental component consisting of consumables and
allowances, and gains and losses on sales of allowances,

As shown on line 6 of Schedule 2, the Companies removed the costs that were assigned to off-
system (including AEP affiliates) in order to derive the FAC costs designated for internal load.
For the second quarter of 2012, these projected off-system costs totaled $141.258 million for
OPCO. After applying a retail jurisdictional allocation ratio based on the forecasted retail
jurisdictional non-shopping sales at the generation level, the Companies derived its FAC costs
for retail load before adding a component for renewables.

Line 10 of Schedule 2 reflects the Companies’ projected component for renewable energy credits
(“RECs™), which totaled $12.262 million for OPCO. The addition of the RECs result in total
FAC costs for retail load of $325.114 million for OPCO. From these amounts, the Companies
calculated the FC portion of the FAC rate at the Generation level, This amounted to 3.46677
cents per kWh for OPCO and was calculated by dividing the projected FAC for retail load by the
projected retail non-shopping sales at the Generation level.

OPCO then applied loss factors to each respective FC portion of the FAC rate based on delivery
voltage levels in order to derive the FC portion of the FAC rate at meter level. OPCO applied
the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary, primary and sub/trans
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voltage levels, respectively, which resulted in FCs of 3.67755, 3.54997 and 3.47925 cents per
kWh.

Exhibit 7-8
OPCO and CSP Combined Schedule 3, Page 1, April - June 2012

Schedule 3

Page | of 3
QHIO POWER COMPANY and COLUMBLUS SOUTHERN POWER COMPANY
Calculation of Quearterly FAC Fer Billing During
April 2012 through June 2412
RA
Actual Period - Qctober 2011 throuph Degember 2041
Kwh Rerowable & Schedule 3. p2 FAC (Over ¥ Under Carrying Charges On Other ‘Total
Line Month Retail Non-5hepping Sales FAC Rewenuc FAC Cost Recavery (Qrver)Under Recovery Credits/Charges (Oner)/Under Recovery
1 Beginning Balance X 580,704,353
2 Oet-l) A2V YGMBET % 106,510,060 5 117,839,533 = 11,329473 8§ 4506912 % (4,003,539) § 11,742,826
3 Moyv-11 LISRA04.35% S 106,255,761 § 109226055 3 2970318 % $.606,108 5 1838372 S 2415818
4 Dee-li 23 M08212 & 6626473 5 120 544,666 3 12918183 % 4032825 % (67A495.787) % {43.544.769)
k) Ending Balance 9782357258 3 329,302,294 S IEREIN208 S 27218004 3§ 13745844 % (69.749.973) § 551,983,229
& Drmet Interim Agreement Deterral Schedule 3,pg. 3 ) $13.051
7 Total {verVUnder Recovery Balance S 552,896,280 *
B Loss Adjusted Retait Sales Billing Period - KWh 9,378,000,150
@ RA Cumponent at Generation - Cenls/kWh SA9567
Secendary Primary SulvTrans

It Ra Component of FAC Rate At Generanion Level 580547 569557 529567
Il Loss Factor 1.060R 10240 1.0038
12 RA at the Meter Leve] - Cents/k Wh Lme WxLinc 1 6.25413 8.03717 5.91690

* Balance Mowed te Phase-In Rider

Schedule 3: This three-page schedule represents the Companies RA components of its fourth
quarter 2011 FAC filings. Specifically, page 1 of Schedule 3 reflects the Companies’ beginning
cumulative balance as well as the under-recovery of fuel expenses for each month during the
period October through December 2011, which were calculated as the difference between the
monthly FAC revenues for the fourth quarter of 2011 and the monthly jurisdictional retail FAC
costs for the same period. In addition, page 1 of this schedule reflects the addition of the
carrying costs associated with those under-recoveries as well as other credits and charges, which,
according to AEP Ohio, reflect adjustments to the FAC deferrals and are predicated on prior
PUCO orders. The addition of the carrying charges and other credits and charges resulted in
total under-recoveries of $551.9832 mithion for CSP and OPCO.

Schedule 3, page 1, line 6 reflects the addition of a deferral associated with Ormet. For the
fourth quarter of 2011, these deferrals totaled $913,051 for OPCO. The derivation of these
deferral amounts are summanized on Schedule 3, page 3.

After adding the amounts associated with Ormet, OPCO’s under recovery for the fourth quarter
of 2011 was $552.896 million, the balance of which was moved to the Phase-In Rider. The
under-recovery balance 1s no longer included in the RA component of Schedule 1 of this
quarterly filing. From these amounts, OPCO calculated the RA component of its FAC rate at
Generation level by dividing the under recoveries by the same forecasted retail non-shopping
sales at Generation level referenced in the Schedule 2 section above. The RA component for
OPCO for this filing was 5.89567 cents per kWh for OPCO. The Companics applied the loss
factors related to the secondary, pnmary and sub/trans voltage levels to these RA components in
Management/Parformance and Financial Audits of the Fuel and Purchased
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order to derive the RA portion of the FAC rate at meter level. For OPCO, the application of the
loss factors results in RA components of the FAC rate of 6.25413, 6.03717 and 5.91690 cents per
kWh for the secondary, primary and sub/trans voltage levels, respectively.

Exhibit 7-9
OPCO and CSP Combined Schedule 3, Page 2, April — June 2012

Schedule 3
Page 2 ef 3
OHIQ POWER COMPANY and COLUMBUS 5 OUTHERN POWER COMPANY
Caleulation of Quarterly FAC For Billing During
Aprit 2012 through June 2012
RA Component
Mynthly Retail FAC Cost
Less = Times = + =
Tatal Company Assigned 058 Intemal Load Retail Allocatinn  Retail FAC before Retall FAC &
Line Month FAC Cost And Pool FAC Cest Ratio Rencewables Rencwables Rencwable Cost

1 Oct-11 5 180,948,590 8 59,120,779 % 121.827.811 093891 5 115,821,728 & 1,017,805 S 117,839,533

2 Nav-11 5 157,085,853 8 45432300 § 111,653.053 094833 5 5,884,497 5 3341602 & 109,226,099

3 Dee-11 b 215332226 § 71,537891 8 133794335 0594845 § 126,897,884 § 2046,782 & 129,544 666

4 Total 3 543,366,669 S 176,090,870 S 367,275,799 $ MOE64108 S 7006185 S 356610298
Monthly Juris dictional_Allocation Ratios

Jurisdictional Sales at Gen Level Kwh Jurisdictional Ratis
Ling Maonth Whise (WPC) | Retail [ Total Whise (WPC) | Retail

Agctual

5 Oetll 174,172.730 3,346,842.754 3,521,015,484 0.04947 0.05053

] Nov-11 158492610 3.275.034 517 3,4653,526,927 Q05442 &.94558

7 Deell 201,443,085 2,479,006.41 1 2,680,449,496 0.07515 §.92485
Fyrecust

2 Apr-12 231184020 2,922 478,018 3,153,262,038 007312 0.92668

a May-12 239,827 834 3,105,476,601 3,345,304,436 007169 092831

10 Tan-12 262442 220 3,350,445,531 3,612,887,760 0.07264 .92736

Page 2 of Schedule 3 reflects monthly data on the Companies actual fuel costs during the fourth
quarter of 2011. Specifically, page 2 of Schedule 3 (lines 1-4) shows, for each Company, total
monthly FAC costs incurred from October through December 2011. For each month (October
through December), the Companies deducted amounts assigned to off-system sales in order to
derive the amounts assigned to internal load. From each monthly internal load amount, the
Companies then applied a retail jurisdictional allocation ratio, calculated as monthly retail sales
at the generation level divided by total sales at the generation level to derive its “Retail FAC
Before Renewables”. During the fourth quarter of 2011, OPCO added an amount totaling
$7,006,189 for renewables, which reflects the revenue requirement associated with solar panels
that were installed by CSP and OPCO pursuant to meeting the renewable energy requirements of
Senate Bill 221 as well as other renewable energy costs. The impact of adding the renewables
component resulted in the retail FAC costs that were carried over to Schedule 3, page 1, and
from which the Companies’ FAC over/under recoveries for the fourth quarter of 2011 were
derived.

Finally, page 2 of Schedule 3 reflected the Companies’ actual monthly jurisdictional sales at the
generation level for October through December 2011. In addition, this schedule reflected the
Companies’ forecasted monthly jurisdictional sales at the generation level for April through June
2012, from which both the FC and RA components of each Company’s FAC rate were calculated
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as discussed above. In addition, from these forecasted amounts, the Companies calculated retail
jurisdictional allocation ratios of .92668, .92831 and .92736 (April, May and June 2012,
respectively) for CSP and OPCO.

Exhibit 7-10
OPCO and CSP Combined Schedule 3, Page 3, April - June 2012

Schedule 3
Page 3 of3
OHIO POWER COMPANY and COLUMBLS SOUTHERN POWER COMPANY
Calcutation of Quarterly FAC For Billing During
April 2012 throngh June 2012
RA Component
Ormet Interim Agreement Deferral
Carrying Total Underrecovery
Line Month Rate Discount Charpes Deferral - Ormet

1 Cet-11 $ - 5 304,350 8 304,350
2 Nov-11 % - $ 38350 3 304,350

3 Dec-1} $ - § 304,350 § 304,350

4 Total $ - $ 913,051 % 213,051

As noted above, page 3 of Schedule 3 reflects the derivation of the monthly rate deferral and
carrying costs associated with Ormet Interim Agreement pursuant to Case No. 09-1094-EL-FAC.
The deferrals included in the Companies’ FACs are for the period January 1, 2009 through
September 17, 2009. Ormet related rate discounts that occurred subsequent to September 17,
2009 will be recovered through each Company’s Economic Development Cost Recovery Rider.

Second Quarter 2012 - Unblended

Pursuant to a March 7, 2012 Commission Entry in Docket No. 11-346-EL-SSO et al., which
ordered that Ohio Power file unblended FAC rates to be effective March 9, 2012, AEP Ohio filed
unblended FAC rates on March 16, 2012 for the second quarter of 2012. Ohio Power, however,
requested that its March 1 blended FAC filing be approved instead of its March 16 unblended
FAC filing.

The Companies used the same methodology described above as it relates to the format of the
schedules in its initial FAC filing. The sections below discuss AEP Ohio’s second quarter 2012
unblended FAC filings by reproducing Schedules 1 through 3 as Exhibits 7-11 through 7-14, and
then briefly summarizing each schedule.
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Exhibit 7-11
OPCOQ and CSP Unblended Schedule 1, April — June 2012

Schedule 1
QHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During

April 2012 through June 2012
Summary - Proposed FAC Rate

Columbus Southem Power Rate Zone

A B c
Schedule 2 Schedule 3
Delivery Forecast (FC) Reconciliation (RA} Total of FC and RA
Line Voltage Component  Adjustment Comp. Components
1 |Secondary 4.05043 0.00000 4,05043
2 |Primary 3.91833 0.00000 3.91833
3 [Sub/Transmission 3.84404 0.00000 3.84404
Ohio Power Rate Zone
A B C
Schedule 2 Schedule 3
Delivery Forecast {FC) Reconciliation (RA} Total of FC and RA
Line Voltage Component  Adjustment Comp. Components
1 |Secondary 3.44632 0.00000 3.44632
Primary 3.32024 0.00000 3.32024
3 |Sub/Transmission 3.24047 0.00000 3.24047

Schedule 1: This schedule reflects the then current FAC rate components by delivery voltage.
Column A reflects the forecast component (“FC”) rate necessary to recover the estimated fuel
expense for the period April through June 2012. Column B presents the Companies
reconciliation adjustment (“RA”), which is calculated in order for AEP Ohio to derive the actual
fuel over or under recovery it experienced through December 2011. Column C reflects the sum
of the FC and RA components.
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Exhibit 7-12
OPCO and CSP Unblended Schedule 2a, April — June 2012

Scheoule 2a
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC Far Billing During
April 2012 through June 2012
FC Camponent
Forecast Period - 2nd Quarter 2012
Line Description Aprii May June Total

1 Fuel & Purchased Power 130,763, 264 144,690.719 166,077,060 & 441 636,042
2 Environmental {Consumables and Allowances) 12,149 437 12,506,628 14161520 § 38,817,585
3  (Gains}end Losses On Sales of Allowances (325,000) {725,000} (725000} § (1.775,000)
4 Other - - - $ -
S Tatal Includible FACT Cosls 3 42592701 § 196,472,346 § 179,513,580 § 478,578,627
B Less: Assigned to DF-System (Including AEP Affiiates) 35,586,844 46,055,235 594515890 § 141,257 971
7 FAC forInlemal Load 3 07.005.857 § 110417110 § 119,897,680 § 337,320,856
8 Relail Jurisdiclicnal Aliocation Ratio Schedule 3 pg. 2 0.92668 0.92831 0.92738 0.92746
¢ FAC for Retail Load Before Renewables 29,160,187 102,501,308 § 111188321 § 21Z,852.444
10 Renewables/RECs 4,923,565 4,282 014 3056983 § 12,261,862
11 FAG for Retail Load (Total Company) $ 104,082,752 $ 106,783,322 § 114,245304 § 325,114,006
12 OPCo % FAC for Retail Load BE.33% § 183,127.074
13 Reteil Mon-Shopping Sales - Generation Level Kwh [Tolal Company) 2,922.078,018 3,105,476.601 3,350,445 £31 9,378,000,180
14 OPCo % Non-Shopping Sales B0.46% 3.22981

15 FC Companent of FAC Rate Al Generation Level - CenlsfkWh

Secondary Primary Sub/Trans

16 FC Component of FAC Rate Al Generation Level 322681 3.22981 322981
17 Loss Faclor 1.0662 10280 1.0033
18 FC at the Meter Level - Cents/kWh Line 14 x Ling 15 3.44362 3.32024 3.24047

Schedule 2a: This schedule reflects AEP Ohio’s estimates OPCO’s percentage of monthly fuel
costs it expected to incur during the period April through June 2012. AEP Ohio stated that it
calculated the rates by voltage necessary to recover its forecast costs. For the second quarter of
2012, AEP Ohio has projected includable FAC costs totaling $478.579 million, which are
comprised of fuel and purchased power, an environmental component consisting of consumables
and allowances, and gains and losses on sales of allowances.

As shown on line 6 of Schedule 2a, the Companies removed the costs that were assigned to oft-
system (including AEP affiliates) in order to derive the FAC costs designated for internal load.
For the second quarter of 2012, these projected off-system costs totaled $141.258 million. After
applying a retail jurisdictional allocation ratio based on the forecasted retail jurisdictional non-
shopping sales at the generation level, the Companies derived its FAC costs for retail load before
adding a component for renewables.

Line 10 of Schedule 2a reflects the Companies’ projected component for renewable energy
credits (“RECs"™), which totaled $12.262 million. The addition of the RECs result in total FAC
costs for retail load of $183.127 million for OPCO. From these amounts, the Companies
calculated the FC portion of the FAC rate at the Generation level. This amounted to 3.22981
cents per kWh for OPCO and was calculated by dividing OPCO’s projected FAC for retail load
by OPCO’s portion of projected retail non-shopping sales at the Generation level.
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OPCO then applied loss factors to each respective FC portion of the FAC rate based on delivery
voltage levels in order to derive the FC portion of the FAC rate at meter level. OPCO applied
the loss factors of 1.0662, 1.0280 and 1.0033 cents per kWh for secondary, primary and sub/trans
voltage levels, respectively, which resulted in FCs of 3.44362, 3.32024 and 3.24047 cents per
kWh.

Exhibit 7-13
OPCO and CSP Unblended Schedule 2b, April — June 2012

Schedule 2b
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During
April 2012 through June 2012
FC Companent
Forecast Period - 2nd Quarter 2042
Line Descriplion . Agpril May June Taotal

1 Fuel & Purchassd Power 130,768,264 144,680,719 166,077,060 § 441,536,042
2 Envronmantal {Consumables and Allowances) 12,149,437 12,506,628 14,151,520 § 38,817.585
3 {Gains) and Lasses On Sales of Allowances (325,000) {725.000) (725,000) § {1.775,000)
4 Other . . . % R
5 Tetal includible FAC Costs 3 142,592,701 % 156,472,346 § 179,513,550 § 478,578,627
6 Less Assigned to OfF System {inciuding AEP Affilizles) 35586544 45,055,236 50615890 § 141,257,871
7 FAC for Intemal Load 3 107,005,857 § 110.417,110 § 119,897680 § 337,320,856
8  Retail Jurisdictioral Allocation Ratio Schedule 3 pg. 2 0.92B68 0.92831 0.82736 0.92745
9 FAC for Refail Load Before Renewables 99,160,187 102,501,208 % 111,188,321 § 312,852,444
10 Renewables/RECS 4,922 565 4.282,014 3,056,953 § 12,261,562
11 FAL for Retaii Load {Total Cempany) 5 104,082,752 § 106,783,322 % 114,245304 § 325,114,008
12 GSP % FAC for Retall Load 4367% $ 141,886,832
13 Retail Non-Shopping Sales - Generation Leve| Kwh 3,922.078.018 3,105,876,601 2,350,445,531 9.378,000,150
1 CEP % Nen-Shopping Sales 39.54% 3.82811

1% FC Component of FAC Rale At Generation Lewe! - Cents/kWh

Secondary Primary Sub/Trans
16 FC Component of FAG Rate At Generation Level 3.82911 3.82011 382011

17 Loss Faclor 1.0578 1.0233 1.0039

Schedule 2b: This schedule reflects AEP Ohio’s estimates CSP’s percentage of monthly fuel
costs it expected to incur during the period April through June 2012. AEP Ohio stated that it
calculated the rates by voltage necessary to recover its forecast costs. For the second quarter of
2012, AEP Ohio has projected includable FAC costs totaling $478.579 million for CSP and
OPCQ, which are comprised of fuel and purchased power, an environmental component
consisting of consumables and allowances, and gains and losses on sales of allowances.

As shown on line 6 of Schedule 2b, the Companies removed the costs that were assigned to off-
system (including AEP affiliates) in order to derive the FAC costs designated for internal load.
For the second quarter of 20412, these projected off-system costs totaled $141.258 million. After
applying a retail jurisdictional allocation ratio based on the forecasted retail jurisdictional non-
shopping sales at the generation level, the Companies dertved its FAC costs for retail load before
adding a component for renewables.

Line 10 of Schedule 2b reflects the Companies’ projected component for renewable energy
credits (“RECs”), which totaled $12.262 million. The addition of the RECs result in total FAC
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costs for retail load of $141.987 million for CSP. From these amounts, the Companies calculated
the FC portion of the FAC rate at the Generation level. This amounted to 3.82911 cents per kWh
for CSP and was calculated by dividing CSP’s portion of projected FAC for retail load by CSP’s
portion of projected retail non-shopping sales at the Generation level.

CSP then applied loss factors to each respective FC portion of the FAC rate based on delivery
voltage levels in order to derive the FC portion of the FAC rate at meter level. CSP applied the
loss factors of 1.0578, 1.0233 and 1.0039 cents per kWh for secondary, primary and sub/trans
voltage levels, respectively, which resulted in FCs 0f 4.05043, 3.91833 and 3.84404 cents per
kWh.

Exhibit 7-14
OPCO and CSP Unblended Schedule 3, April - June 2012

Schedule 3
ORIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During
April 2012 through June 2012
Actual Period - October 2011 through December 2011

Columbus Southem Power Rate Zone

Kwh Renewable &
Line Month Retail Non-5hopping Sales  FAC Revehue FAC Cost
1 Beginning Balance

2 Cct-11 1,281,255,822 % 49,785,918 § 59,376,154

3 Now-11 1.217,138,701  $ 45,699,336 § 45,964,350

4  Dec-11 1,369,580,104 § 50,642,207 § 56,143,281

5 _ Ending Balance 3,867,975627 % 146,027 461 § 161,483,785
Remowe Pool Capacity Payments 4th Quarter 3 (10,193,130)
Revised CSP Ending Balance 5 151,290,655

Ohio Power Rate Zone
Kwh Renewable & Schedule 3, p2
Line Month Retail Non-Shopping Sales  FAC Revenue FAC Cost
1 Beginning Balance

2 Oct11 1,950,688,865 % 56,724,142 § 58,463,379

3 Now11 1,941,464,658 3 60,556,425 § 63,261,749

4 Dec-11 2,022,228108 % 66,084,266 § 73,401,385

5 Ending Balance 5,914,381.631 § 183,364,833 § 195,126,513
AEP Ohio 9,782,357,258 $ 346,417,168

CSP Rate Zone 39.54% 43.67%

OPCO Rate Zone 60.46% 56.33%
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Schedule 3: This schedule represents the Companies’ RA components of its fourth quarter 2011
FAC filings. Specifically, Schedule 3 reflects CSP’s and OPCO’s respective beginning balances
for each month during the period October through December 2011, which were calculated for
retail sales, renewable and FAC revenue, and FAC costs. In addition, this schedule reflects the
removal of fourth quarter pool capacity payments to calculate the revised CSP ending balance.
This removal of the pool capacity payments resulted in a revised ending FAC balance of
$151.291 million for CSP. This schedule also shows an ending FAC balance of $195.127
million for OPCO.

Explanation From AEP as to Why It Can No Longer Unbundle Fuel Costs
Between Ohio Power and CSP

During the interviews conducted at AEP Ohio's offices on February 20, 2014, the Company
stated that it is no longer able to unbundle FAC-includable costs separately between CSP and
OPCO following the December 2011 merger. Larkin issued follow-up data request LA-
2012/2013-4-2 which requested that AEP Ohio explain fully why it is no longer able to unbundle
the FAC-includable costs separately between CSP and OPCO. In response, AEP Ohio stated:

The Company merged the systems that produce individual fuel costs due to the approval
of the merger. The Company no longer has the fuel costs separated by the unmerged
operating companies, and doing so would disallow the ability for fuel costs and true-ups
to be done on an unmerged basis. The Company allocated the forecasted fuel costs based
on the data available pre-merger, December 2011. This allocation was done in support
of the Commission's desire to maintain the delta between CSP and OPCQ rate zone fuel
rates at the time of merger. While the forecasted component was allocated to maintain
the delta, there is no basis in using this split for actual fuel costs. Due to shopping levels
and the inability to provide actual data fuel by unmerged companies, lo allocate actual
Juel on this basis could result in unfair and unreasonable rates 1o customers in each rate
zone.

Third Quarter 2012

On June 1, 2012, AEP Ohio submitted quarterly FAC filings for CSP and OPCO, which reflected
actual data from January through March 2012 and projected data for the period July through
September 2012. AEP Ohio’s filing for this quarter included a submittal letter, Schedules 1
through 3 supporting the Companies proposed calculations for CSP and OPCO, and the
explanations of each schedule.

The Companies used the same methodology described above as it relates to the format of the
schedules in its initial FAC filing. The sections below discuss AEP Ohio’s third quarter 2012
FAC filings by reproducing Schedules 1 through 3, broken out separately between CSP and
OPCO as Exhibits 7-15 through 7-18, and then briefly summarizing each schedule.
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Exhibit 7-15
CSP and OPCO Schedule 1, July — September 2012

Schedule 1

OHIO FOWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During
July 2012 through September 2012
Summary - Proposed FAC Rate

COLUMBUS SOUTHERN POWER RATE ZOMNE

A B C D
Schedule 2 Schedule 3
Delivery Current  Forecast (FC) Reconciliation (RA) Total of FC and RA
Line Voltage FAC Rate  Component  Adjustment Comp. Components
1 |Secondary 4.05043 423185 -0.14171 4.089940
Primary 3.91833 4.08455 -0.13679 3.948060
3 |Sub/Transmission 3.84404 4.00347 -0.13407 3.869400
OHIO POWER RATE ZONE
A B [ D
Schedule 2 Schadule 3
Delivery Current  Forecast (FC) Reconciliation (RA} Total of FC and RA
Line Voltage FAC Rate  Component Adjustment Comp. Components
1 |Secondary 3.44362 3.56973 -0.14171 3.428020
2 |Primary 3.32024 3.44589 -0.13679 3.309100
3 [Sub/Transmission 3.24047 3.37724 -0.13407 3.243170

Schedule 1: Column A of this schedule reflects the then current FAC rate by delivery voltage.
Column B reflects the forecast component (“FC™) rate necessary to recover the estimated fuel

expense for the period July through September 2012, Column C presents the Companies

reconciliation adjustment (“RA’), which is calculated in order for AEP Ohio to derive the actual
fuel over or under recovery it experienced through March 2012. Column D reflects the sum of

the FC and RA components.
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Exhibit 7-16
CSP and OPCO Schedule 2, July — September 2012

Schedule 2
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMP ANY
Calteulatian of Quarterly FAC For Billing During
July 2012 through September 2012
FC Component
Farecast Periad - 3rd Quarter 2012
Line De scription July August September Tatal
TOTAL COMPANY
1 Fuel & Purchased Power 191,880 462 193 679,061 154 695,848 § R4N, 255 371
2 Emdronmental {Consumables and Allowances) 15,745,185 16,179,652 13,727,295 § 45,852,132
3 {Gains)and Losses On Sales of Allowances {725,000} {725,000} (725,000} § (2,175,000}
4 Other - - - % -
5 Total includible FAC Costs 3 206,900,547 § 209133,713 % 167 698,143 § 583,732,503
&  Liess Assigned to OfF-Sysiem {incluting AEP Affiliates) 71939128 74,502,726 AT § 200,659,221
7 FAC for Internal Load § 134,961,521 § 134,630,887 § 113,480,774 & 363,073,282
8 Retail Jursdictional Allocation Ratia Schedule 3 pg. 2 93088 .93031 0.63135 0.93081
9  FAC for Retsil Load Before Renewzhles § 125.632.961 § 125,248,658 & 106,690,319 § 356,570,198
10 Renewables/RECs 2,818,249 2,624,224 2.975.985 % 8,418,459
11 FAC for Retail Load {Tetal Company) ] 128,451,230 § 127.872.778 108,666,305 § 364,900,657
13 Retail Non-Shapping Sales - Generation Level Kwh 3.551,086.513 3,583,020,083 2,971,205,545 10,105,312,141
COLUMBUS SOUTHERN POWER RATE ZONE
14 CSP % for Retail Load 43.67% H 159,386,547
15 CSP % Non-Shopping Sales 39 54% 3.095.640,421
16 FC Component of FAC Rate At Generation Level - CentstkWh 3.98911
Secondary Primary Sub/Trans
17 FC Component of FAC Rate At Generation Lewel 3.989m 3.98911 3.98911
18  Loss Factor 1.0608 1.0240 1 0036
19 FC atthe Meter Level - Cents/kWh Line 23 x Line 24 4.23165 4.084B5 4.00347
OHIO POWER RATE ZONE
19 QPCo % for Retail Load 56.33% $ 205,598,111
21 OPCo % Non-Shepping Sales 60 46% 6,109.671.720
22 FC Component of FAC Rate At Generation Level - Cants/kWh 3.36513
Secondary Primary SubiTrans
23 FC Component of FAC Rate At Generation Lewe| 3.36513 3.38513 3.36513
24  Loss Facter 1 0608 1.0240 1.0036
25 FC atthe Meter Level - Cents'kWh Line 17 x Line 18 3.56973 3.445809 3.37724
Combined
% for Retail Load 3 364,988,657
% Mon-Shopping Sales 10,106,312.141
FC Component of FAC Rate At Generation Level - Cents/KWh 361185
Secandary Primary SubfTrans
FC Comparent of FAC Rate Al Generation Level 361185 361185 361185

Schedule 2: This schedule reflects AEP Ohio’s estimates of monthly fuel costs it expected to
meur during the period July through September 2012. AEP Ohio stated that it calculated the
rates by voltage necessary to recover its forecast costs. For the third quarter of 2012, AEP Ohio
has projected includable FAC costs totaling $583.733 million, which are comprised of fuel and
purchased power, an environmental component consisting of consumables and allowances, and
gains and losses on sales of allowances.
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As shown on line 6 of Schedule 2, the Companies removed the costs that were assigned to off-
system (including AEP affiliates) in order to derive the FAC costs designated for internal load.
For the third quarter of 2012, these projected off-system costs totaled $200.65% million. After
applying a retail jurisdictional allocation ratio based on the forecasted retail junisdictional non-
shopping sales at the generation level, the Companies derived their FAC costs for retail load
before adding a component for renewables.

Line 10 of Schedule 2 reflects the Companies’ projected component for renewable energy credits
(*RECs”), which totaled $8.418 million. The addition of the RECs result in total FAC costs for
retail load of $159.391 million for CSP and $205.598 million for OPCO. From these amounts,
the Companies calculated the FC portion of the FAC rate at the Generation level. This amounted
to 3.98911 cents per kWh for CSP and 3.36513 cents per kWh for OPCO and was calculated by
dividing each Company’s projected FAC for retail load by their respective projected retail non-
shopping sales at the Generation level.

CSP and OPCO then applied loss factors to each respective FC portion of the FAC rate based on
delivery voltage levels in order to derive the FC portion of the FAC rate at meter level. CSP
applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary, primary and
sub/trans voltage levels, respectively, which resulted in FCs 0f 4.23165, 4.08485 and 4.00347
cents per kWh. OPCO applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for
secondary, primary and sub/trans voltage levels, respectively, which resulted in FCs of 3.56973,
3.44589 and 3.37724 cents per kWh.

Exhibit 7-17
CSP and CPCO Schedule 3, Page 1, July — September 2012

Schedule 3

Page 1 of 2
QHIQ POWER COMPANY and COLUMBUS SOUTHERN PQWER COMPANY
Caleulation of Quarterly FAC For Billing During
July 2012 threugh September 2012
RA
Actual Period - January 2012 through March 2012
Kwh Renewable & Schedule 3,p2  FAC (OverfUnder  Carrying Charges Dn Othar Tatal
Line Manth Retail Nen-Shopping Sales  FAC Revenue FAC Cast Recovery {OveryUnder Recovery Credits’Charges {OverfUnder Recovery
9 Beginning Balance 3 .
Z  Jan-12 3,461,728429 3 123,203,708 % 111,149,548 § {12,054,160) § - 3 § (12.054.160)
3  Feb12 2,927,680,736 § 105,628,286 5 102,158,124 § (3,470,162} $ - 1) $ {3.470,162)
4 Mar-12 2734438016 § 94 596,203 % 96,621,357 8 2,025,154 § -3 $ 2.025.154
5 Ending Balance §.123,847.181 3§ 323,428,197 % 309,929029 § {13,499,168) § - § - b {13.499,168
£ Total (OveryUnder Recowery Balance 5 {13,499,1E8)
7 Loss Adjusted Refail Sales Billing Period - kWh 10.105.312.141
8 RA Component at Generation - Cents/kWh SU 133552
2] Secondary Primary SubfTrans
10 RA Component of FAC Rate Al Generalion Level {0.13358) 0 13358) {0.13358)
11 Loss Factor 1.0608 1.024 4.0036
RA atthe Meter Level - Cents’kWh Line 30 x Line 11 L.14171 -0.13678 0.13407

" Balance Moved to Phase-In Rider

Schedule 3: This two-page schedule represents the Companies' RA components of their third
quarter 2012 FAC filings. Specifically, page 1 of Schedule 3 reflects the Companies’ beginning
cumulative balance as well as the under-recovery of fuel expenses for each month during the
period January through March 2012, which were calculated as the difference between the
monthly FAC revenues for the first quarter of 2012 and the monthly jurisdictional retail FAC
costs for the same period. In addition, page 1 of this schedule reflects the addition of the
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carrying costs associated with those under-recoveries as well as other credits and charges, which,
according to AEP Ohio, reflect adjustments to the FAC deferrals and are predicated on prior
PUCO orders. The first quarter of 2012 did not have any carrying costs or other charges and
credits, resulting in total over-recoveries of $13.499 million.

From this amount, the Comipanies calculated the RA component of its FAC rate at Generation
level by dividing the over-recovery by the same forecasted retail non-shopping sales at
Generation level referenced in the Schedule 2 section above. The RA component for this filing
was (.13358) cents per kWh. The Compantes applied the loss factors related to the secondary,
primary and sub/trans voltage levels to these RA components in order to derive the RA portion
of the FAC rate at meter level. The application of the loss factors results i1 RA components of
the FAC rate of (.14171), (.13679) and (.13407) cents per kWh for the secondary, primary and
sub/trans voltage levels, respectively.

Exhibit 7-18
C5P and OPCO Schedule 3, Page 2, July — September 2012

Schedule 3
Page 2 of 2
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterty FAC For Billing During
July 2012 through December 2012
RA Component
Monthly Ratail FAC Cost

Less = Times = + =
Total Company Assigned 0SS Intemal Load  Retail Allocation Retail FAC before Retail FAC &
Line Maonth FAC Cost And Pool FAC Cost Ratio Renewahles Renewables Renewabie Cost
1 Jan-12 $ 185333462 $ 70,778,336 § 114,555,125 093082 § 107,546,843 § 3,602,806 $ 111,149,548
2 Feb-12 $  167.420321 § 81,770,197 5 105,655,124 183745 % 99,050,146 § 3,107,978 § 102,158,124
3 Mar-12 $ 154,791,428 § 56,205,751 % 08,695,677 0.92976 § 91,661,019 § 4,060,338 § 96,621,357
4 Total 5 500554211 3% 188,754,284 § 318,799,927 $§ 298,257,808 § 11,671,221 § 309,929,020

Monthly Jurisdictional Allocation Ratios

Jurisdictional Sales at Gen Levsl Kwh

Jurisdictional Ratios ]

Line Month Whise (WPC) | Retail I Total Whise (WPC) | Retail ]
Actual

5  Jan-12 234,572,935 3,611,868,991  3,846,441,926 0.06098 0.93902

6  Fab12 207,844,551 3,040,145,602  3,242,000,153 0.06255 0.93745

7 Mariz 214,395,515 2,837,988,614  3,052,384,129 0.07024 0.92976
Foreca

8 Jul12 263,696,164 3,551,086,513  3,814,782,677 0.06912 0.93085

8  Aug-12 268,391,410 3,583,020,083  3,851,411,483 0.06969 0.93031

10 Sep-12 219,018,204 2,971,205,545  3,180,223,740 0.06865 0.93135

Page 2 of Schedule 3 reflects monthly data on the Companies' actual fuel costs during the first
quarter of 2012. Specifically, page 2 of Schedule 3 (lines 1-4) shows total monthly FAC costs
incurred from January through March 2012. For each month (January through March), the
Companies deducted amounts assigned to off-system sales in order to derive the amounts
assigned to internal load. From each monthly internal load amount, the Companies then applied
a retail jurisdictional allocation ratio, calculated as monthly retail sales at the generation level
divided by total sales at the generation level, to derive its “Retail FAC Before Renewables™.
During the first quarter of 2012, the Companies added amounts totaling $11,671,221 for
renewables, which reflects the revenue requirement associated with solar panels that were
installed by AEP Ohio pursuant to meeting the renewable energy requirements of Senate Bill 221
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as well as other renewable energy costs. AEP Ohio stated that future FAC revenues will first be
applied towards recovering renewable energy costs so that they are not embedded in the long-
term deferrals of either CSP or OPCO. The impact of adding the renewables component resulted
n the retail FAC costs that were carried over to Schedule 3, page 1, and from which the
Companies” FAC over/under recoveries for the first quarter of 2012 were derived.

Finally, page 2 of Schedule 3 reflected the Companies’ actual monthly jurisdictional sales at the
generation level for January through March 2012. In addition, this schedule reflected the
Companies’ forecasted monthly jurisdictional sales at the generation level for July through
September 2012, from which both the FC and RA components of each Company’s FAC rate
were calculated as discussed above. In addition, from these forecasted amounts, the Companies
calculated retail jurisdictional allocation ratios of .93088, .93031 and .93135 (Tuly, August and
September 2012, respectively) for the Companies.

Fourth Quarter 2012

On August 31, 2012, AEP Ohio submitted quarterly FAC filings, as well as its first Alternative
Energy Rider (“AER™) quarterly filing,’® for CSP and OPCO, which reflected actual data from
April through June 2012 and projected data for the period October through December 2012.
AEP Ohio’s filing for this quarter included a submittal letter, Schedules 1 through 6 supporting
the Companies proposed calculations for CSP and OPCO, and the explanations of each schedule.

The Companies used the same methodology described above as it relates to the format of the
schedules in its initial FAC filing. The sections below discuss AEP Ohio’s fourth quarter 2012
FAC filings by reproducing Schedules 1 through 3, broken out separately between CSP and
OPCO as Exhibits 7-19 through 7-22, and then briefly summarizing each schedule.

* The AER will be discussed in the next chapter of this report.

Management/Performance and Financial Audits of the Fuel and Purchase S 7 7-24
Power and Alternative Energy Riders of the Ohio Power Company



Exhibit 7-19
CSP and OPCO Schedule 1, October — December 2012
Schedule 1
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During

October 2012 through December 2012
Summary - Proposed FAC Rate

COLUMBUS SOUTHERN POWER RATE ZONE

A B C D
Scheduie 2 Schedule 3
Delivery Current  Forecast (FC} Reconciliation {RA) Total of FC and RA
Line Voltage FAC Rate  Component Adjustment Comp. Components
1 |Secondary 4.08984 413724 -0.07958 4.057660
Primary 3.94806 3.99371 -0.07682 3.916890
3 |SubyTransmission 3,86940 3.91415 0.07529 3.838860
CHIO P RATE ZONE
A B C D
Schedule 2 Schedule 3
Delivery Current  Forscast (FC) Reconciliation (RA) Total of FC and RA
Line Voltage FAC Rate Component  Adjustment Comp. Componants
1 |Secondary 3.42802 3.50572 -0.07958 3.426140
2 |Primary 3.30910 3.38410 0.07682 3.307280
3 |SubfTransmission 3.24317 3.31669 -0.07529 3.241400

Schedule 1: Column A of this schedule reflects the then current FAC rate by delivery voltage.
Column B reflects the forecast component (“FC”) rate necessary to recover the estimated fuel
expense for the period October through December 2012, Column C presents the Companies
reconciliation adjustment (“RA”™), which is calculated in order for AEP Ohio to derive the actual
fuel over or under recovery it experienced through June 2012. Column D reflects the sum of the
FC and RA components.
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Exhibit 7-20
CSP and OPCO Schedule 2, October — December 2012

Schedula 2
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing Dusing
Dclober 2012 through December 2042
FC Component
Forecast Period - dth Quarter 2012
Ling Description October November Decambar Total
OYAL COMPANY

1 Fuel & Purchesed Power 145,047 798 137,005,571 170,136,028 % 452,189,397
2 Emvironmental (Consumables and Allowances) 13.458,061 12.045,208 15238075 % 48,741,341
3 (Gains) and Losses On Sales of Allowances (325,000} (225,000) 3,494,000 § 2,844,000
4 Qlher - - - 8 -

5 Total Includible FAC Casts £ 158,180,860 ¢ 148,725,777 5 183,868,102 § 495,774,739
B Less. Assigned to OF-System (Including AEP Afiliates) 47,209,411 36,196.203 59,272355 % 142,767,972
7 FAC for intemal Load ) 110,881,448 3 112,529,574 § 129,595,738 % 353,006,760
8 Retall Jurisdictional Allscation Ratia Schedule 3 pg. 2 0 92737 0.93169 0.93308 0.33044
9 FAC for Retail Load Before Renewablas $ 102.828.129 § 104 842678 § 120,823,197 $ 328,501,628
10 Energy & Capacity Value of Renewables (RECs moved to Rider AER) 2,369,585 2.676,224 2851362 % 7,897,171
11 FAC for Retail Laad (Tetal Compary) $ 105,197,714 § 107,518,603 § 123,774,553 8 336.488,799
13 Retail Non-Shopping Sales - Generalion Loval Kwh 2,882.573.959 3,052.977,595 3,468,293,021 9,504,844 975

COLUMB! POWER RATE ZONE
14 CSP % for Retail Load 43.56% 3 146,574,521
15 CSP % Non-Shepping Sales 39.54% 3.758,215,703
1B FC Component of FAC Rate At Generation Lewel - CentsikWh 3.90011
Secendary Primary Sub/Trans
17 FG Component of FAC Rate Al Generation Lewel 3.90011 3.90011 3.90011
18  Loss Factor 1.0608 1.0240 1.0036
1% FC atthe Meter Level - Cent<’kWh Line 17 x Line 18 4.13724 3.99371 3.91415
HIDQ POW| T NE
19 0OPCo % for Retail Load £E.44% % 188,914,275
21 QPCo % Non-Shopping Sales B0 46% 5,746,629,272
22 FC Compaonent of FAC Rate At Generation Lewel - Cenls/kWh 3.30479
Secondary Primaty SubfTrans

23 FC Companent of FAC Rate At Generation Lewe! 3.30479 330479 3.3047¢
24 1oss Faclor 10608 1.0240 1.0036
2?5 FCatthe Meter Lavel - Cents'kWh Lire 23 x Line 24 3.50572 3.3841 3.31669

Schedule 2: This schedule reflects AEP Ohio’s estimates of monthly fuel costs it expected to
incur during the period October through December 2012, AEP Ohio stated that it calculated the
rates by voltage necessary to recover its forecast costs. For the fourth quarter of 2012, AEP Ohio
has projected includable FAC costs totaling $485.775 million, which are comprised of fuel and
purchased power, an environmental component consisting of consumables and allowances, and
gains and losses on sales of allowances.

As shown on line 6 of Schedule 2, the Companies removed the costs that were assigned to off-
system (including AEP affiliates) in order to derive the FAC costs designated for internal load.
For the fourth quarter of 2012, these projected off-system costs totaled $142.768 million. After
applying a retail jurisdictional allocation ratio based on the forecasted retail junsdictional non-
shopping sales at the generation level, the Companies derived its FAC costs for retail load before
adding a component for renewables.
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Line 10 of Schedule 2 reflects the Companies’ projected component energy and capacity value of
renewables, which totaled $7.897 million. The component for renewable energy credits
{(“RECs") was moved to the AER. The addition of the renewable’s energy and capacity value
result in total FAC costs for retail load of $146.575 million for CSP and $189.914 million for
OPCO. From these amounts, the Companies calculated the FC portion of the FAC rate at the
Generation level. This amounted to 3.90011 cents per kWh for CSP and 3.30479 cents per kWh
for OPCQ and was calculated by dividing each Company’s projected FAC for retail load by their
respective projected retail non-shopping sales at the Generation level.

CSP and OPCO then applied loss factors to each respective FC portion of the FAC rate based on
delivery voltage levels in order to derive the FC portion of the FAC rate at meter level. The
Companies applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary,
primary and sub/trans voltage levels, respectively, which resulted in FCs of 4.13724, 3.99371
and 3.91415 cents per kWh for CSP and FCs of 3.50572, 3.3841 and 3.31669 cents per kWh for
OPCO.

Exhibit 7-21
CSP and OPCO Schedule 3, Page 1, October - December 2012

Schedula 3

Page 1 of 2
QHIQ POWER COMPANY and COLUMBUS SOUTHERN POQWER COMPANY
Calcufation of Quarterly FAC For Billing During
October 2012 through December 2012
RA
Actual Periad - April 2012 through June 2012
Kwh Rehewable & Schedule 3, p2  FAC (Over)Under  Carrying Charges On Qther Tatal
Line Month Retail Mon-Shopping Sales  FAC Revenue FAC Cost Recovery {DverfUnder Recovery Credits/Charges (Over)iUnder Recovery
1 Beginning Balance § (13.499,168)
2 Apr1Z 2,400,870,30¢ § 86,168,758 § 91,781,742 § 5612.96¢4 § -8 - % 5612984
3 May-12 2,565,621,174 § 93,784,883 § 92,614,731 § {670,158) § - 3 - 5 (670,158)
4 Jun-12 2,653,055283 3 96,773,826 § 98,200,075 $ 1,426,247 § L ) - 8 1,426,247
5 Ending Balance 7.,619,546,766 $ 276,227 475§ 282,506,548 § 6,359,073 § - k3 - 3 (7.130,095)
6§  Total (Over)fUnder Recevery Balance 35 (7.130,095)
7 Loss Adjusled Retail Sales Billing Periad - kWh 9, 504 844,975
8  RA Compenenl 3t Generaticn - Cents/kWh 0.07502
k| Secondary Primary SublTrans
10 RA Componenl of FAC Rate At Generation Level (0.07502) (007502} (0 07502)
11 Loss Facler 1.0608 1.024 1.0036
RA at the Meter Level - Cents'kWh Line 10 x Line 11 £0.07958 0.07682 -0.07529

Schedule 3: This two-page schedule represents the Companies' RA components of their fourth
quarter 2012 FAC filings. Specifically, page | of Schedule 3 reflects the Companies’ beginning
cumulative balance as well as the under/over-recovery of fuel expenses for each month during
the period April through June 2012, which were calculated as the difference between the
monthly FAC revenues for the second quarter of 2012 and the monthly jurisdictional retail FAC
costs for the same period. In addition, page 1 of this schedule reflects the addition of the
carrying costs associated with those under/over-recoveries as well as other credits and charges,
which, according to AEP Ohio, reflect adjustments to the FAC deferrals and are predicated on
prior PUCO orders. The second quarter of 2012 did not have any carrying costs or other charges
and credits, thus resulting in total over-recoveries of $7.130 million,

The Companies calculated the RA component of its FAC rate at Generation level by dividing the
over-recoveries by the same forecasted retail non-shopping sales at Generation level referenced
in the Schedule 2 section above. The RA component for this filing was 0.07502 cents per kWh.
The Companies applied the loss factors related to the secondary, primary and sub/trans voltage
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levels to these RA components in order to derive the RA portion of the FAC rate at meter level.
The application of the loss factors results in RA components of the FAC rate of (.07958),
(.07682) and (.07529) cents per kWh for the secondary, primary and sub/trans voltage levels,

respectively.
Exhibit 7-22
CSP and OPCO Schedule 3, Page 2, Octoher — December 2012
Schedule 3
Page 2 of 2
OHIC POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Caleulation of Quarterly FAC Far Bllling During
Qctober 2012 through December 2012
RA Component
Monthly Retail FAC Cost
Less = Times = + =
Total Company Assigned O55 Internal Load  Retail Allocation Retail FAC before Retail FAC &
Ling Month FAC Cost And Pool FAC Cost Ratio Renewables Renewables  Renewable Cost
1 Apr-12 $ 158,957,267 5 53,252,958 % 95,704,309 0.92200 § 88,239,373 § 3,542,369 § 91,781,742
2 May-12 5 162,305,745 § 64,067,842 % 98,237,903 0.92032 § 90,410,307 § 2,204,424 § 92,614,731
3 Jun-12 5 162,186,036 5 59,813,212 $ 102,372,824 0.92977 § 95,183,181 § 3,016,854 § 95,200,075
4 Total $ 483,449,048 5 187,134,012 § 206,315,036 $ 272,832,861 5 8,763,687 $ 262,596,548

Monthly Jurisdictional Atloeation Ratios

Jurisdictionat Sales at Gen Level Kwh Jurisdictional Ratios

Line Month Whise (WPC) J_ Retail [ Total Whise (WPC) | Retail
Actua|
5 Apr-12 210,422,801 2,487,162,857 2,697,585,748 0.07800 0,92200
B May-12 230,162,037 2.658,427 457 2,888,589,494 0.07968 0.92032
7 Jun-12 208,267,491 2,757,031,835 2,965,299,326 0.07023 0.82877
Forecast
8 Get-12 233,587,106 2,982,573,959 3,216,161,065 0.07263 0.92737
9 Now12 223 846,769 3.052,977,995 3,276,824,764 0.06831 0.83168
10 Dec-12 248,795,490 3.469,293,021 3,7158,001,511 0.06692 0.93308

Page 2 of Schedule 3 reflects monthly data on the Companies actual fuel costs during the second
quarter of 2012. Specifically, page 2 of Schedule 3 (lines 1-4) shows, for each Company, total
monthly FAC costs incurred from April through June 2012. For each month (April through
June), the Companies deducted amounts assigned to off-system sales in order to derive the
amounts assigned to internal load. From each monthly internal load amount, the Companies then
applied a retail jurisdictional allocation ratio, calculated as monthly retail sales at the generation
level divided by total sales at the generation level to derive its “Retail FAC Before Renewables”.
During the second quarter of 2012, AEP Ohio added amounts totaling $8,763,687 for
renewables, which reflects the revenue requirement associated with solar panels that were
mstalled by CSP and OPCO pursuant to meeting the renewable energy requirements of Senate
Bill 221 as well as other renewable energy costs. AEP Ohio stated that the forecasted REC costs
have been removed from the FAC for recovery through the AER. The impact of adding the
renewables component resulted in the retail FAC costs that were carried over to Schedule 3, page
1, and from which the Companics’ FAC over/under recoveries for the second quarter of 2012

were derived.

Finally, page 2 of Schedule 3 reflected the Companies’ actual monthly jurisdictional sales at the
generation level for April through June 2012. In addition, this schedule reflected the Companies’
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forecasted monthly jurisdictional sales at the generation level for October through December
2012, from which both the FC and RA components of each Company’s FAC rate were calculated
as discussed above. In addition, from these forecasted amounts, the Companies calenlated retail
Jjurisdictional allocation ratios of 192737, 93169 and .93308 for each month of October,
November and December 2012.

First Quarter 2013

On December 3, 2012, AEP Ohio submitted quarterly FAC filings, as well as its AER quarterly
filings, for CSP and OPCO, which reflected actual data from July through September 2012 and
projected data for the period January through March 2013. AEP Ohio’s filing for this quarter
included a submiuttal letter, Schedules | through 6 supporting the Companies proposed
calculations for CSP and OPCO, and the explanations of each schedule.

The Companies used the same methodology described above as it relates to the format of the
schedules in its initial FAC filing. The sections below discuss AEP Ohio’s first quarter 2013
FAC filings by reproducing Schedules 1 through 3 as Exhibits 7-23 through 7-26, and then
briefly summarizing each schedule.

Exhibit 7-23
OPCO and CSP Schedule 1, January — March 2013
Schedule 1
CHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During

January 2013 through March 2013
Summary - Proposed FAC Rate

COLUMBUS SOUTHERN POWER RATE ZONE

A B c D
Schedule 2 Schedule 3
Delivery Current  Forscast{FC) Reconciliation (RA) Total of FC and RA
Lina Voltage FAC Rate  Component  Adjustment Comp. Components
1 |Secondary 4.05766 4.22822 -0.31902 3.900200
2 |Primary 3.91689 4.08154 -0.30796 3.773580
3 |Sub/Transmission 3.33686 4.00023 -0.30182 3.698410
OHIC POWER RATE ZONE
A B C D
Schedule 2 Schedule 3
Delivery Current  Forecast (FC) Reconciliation (RA) Total of FC and RA
Line Voltage FAC Rate  Component  Adjustment Comp. Components
1 |Secondary 3.42614 3.58282 -0.31902 3.263B00
2 |Primary 3.30728 3.45853 -0.30796 3.150570
3 |Sub/Transmission 3.24140 3.38063 -0.30182 3.087810

Schedule 1: Column A of this schedule reflects the then current FAC rate by delivery voltage.
Column B reflects the forecast component (“FC”) rate necessary to recover the estimated fuel
expense for the period January through March 2013. Column C presents the Companies
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reconciliation adjustment (“RA™), which is calculated in order for AEP Ohio to derive the actual
fuel over or under recovery it experienced through September 2012. Column D reflects the sum
of the FC and RA components.

Exhibit 7-24
OPCO and CSP Schedule 2, January - March 2013

Scheduls 2
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarerly FAC For Billing During
January 2013 through March 2013
FC Component
Forecast Peried - ist Quarter 2013
Line Description January February March Total
TOTAL COMPANY
1 Fuel & Purchased Power 163,884,954 145,481,015 131,804,271 § 442,170,238
2 Emironmenial {Consumables and Allowancas) 19,038,629 17,830,373 15.358.652 $ 52,228,854
3 (Gains) and Losses On Sales of Allowances 60,000 60,000 60,000 % 180,000
4 Dther - - - 8 -
5 Total Inciudible FAC Costs s 182,084,585 ¥ 164,371,388 % 147222923 § 494,578, 894
& Less: Assigned to OF-Systam {Including AEP Affiliates) 92,242 068 88,022,576 69,916,385 § 250,181,030
7 FAC for Intemal Load $ 90,742,515 § 76348811 % 77,306,537 % 244 397 864
8 Retail Jurisdictional Allecation Ratio Schedule 3pg. 2 0.87727 0.88920 0.87038 087257
9 FAC for Retzil Load Belore Rengwables $ 79,605,688 $ 66,362,387 3 67,286,064 $ 213,254,759
10 Energy & Capacily Vaiue of Renswables (RECs mowed (o Rider AER) 2,517,909 2,103,747 2057413 § 6,679,068
11 FAC for Retail Load {Talal Company) § 52,123,586 S 68,466,133 § 69,343.477 § 219.933.828
13 Retall Non-Shopping Sales - Generation Level Kwh 2,7268,640,301 1,869,907, 757 1,040,655,715 6,078,815,853
COLUMBUS POWER RATE ZONE
14 CSP % for Retail Load 43.56% § 85,803,175
15 CSP % Mon-Shaopping Sales 39.54% 2,403,563, 788
16 FC Component of FAC Rate At Generation Levet - Cents/kWh 3 98533
Sacondary Primary Sub/Trans
17 FC Componenl of FAC Rate At Generalian Leve] 3.88588 3.98588 3.98588
18 Loss Factar 1.0608 1.0240 1.0036
19 FC at the Meter Level - Cents/kWh Line 17 x Line 18 4.22822 4.08154 4.00023
OHIQ POWER RATE ZONE
19 OPCo % for Retail Load 56 44% § 124,130,652
21 OPCo % Mon-Shopping Sales 60.48% 3.675.,252,085
22 FC Component of FAC Rale At Generation Level - Cants/kWh 3.37747
Secondary Primary Subi/Trans
23 FG companent of FAC Rate At Generation Lewa! 337747 kX irord 337747
24 Loss Faclor 1.0608 1.0240 1.0036
25 FC at the Meter Leval - Cents’kWh Line 23 x Line 24 3.58282 3.45853 3.38963

Schedule 2: This schedule reflects AEP Ohio’s estimates of monthly fuel costs it expected to
incur during the period January through March 2013. AEP Ohio stated that it calculated the rates
by voltage necessary to recover its forecast costs. For the first quarter of 2013, AEP Ohio has
projected includable FAC costs totaling $494.579 million for CSP and OPCO, which are
comprised of fuel and purchased power, an environmental component consisting of consumables
and allowances, and gains and losses on sales of allowances.

As shown on line 6 of Schedule 2, the Companies removed the costs that were assigned to off-
system (including AEP affiliates) in order to derive the FAC costs designated for internal load.
For the first quarter of 2013, these projected off-system costs totaled $250.181 million for CSP
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and OPCO. After applying a retail jurisdictional allocation ratio based on the forecasted retail
jurisdictional non-shopping sales at the generation level, the Companies derived its FAC costs
for retail load before adding a component for renewables.

Line 10 of Schedule 2 reflects the Companies’ projected component energy and capacity value of
renewables, which totaled $6.679 million. The component for renewable energy credits
(*RECs”) was moved to the AER. The addition of the renewable’s energy and capacity value
result in total FAC costs for retail load of $95.803 million for CSP and $124.131 million for
OPCO. From these amounts, the Companies calculated the FC portion of the FAC rate at the
Generation level. This amounted to 3.98588 cents per kWh for CSP and 3.37747 cents per kWh
for OPCO and was calculated by dividing each Company’s projected FAC for retail load by their
respective projected retail non-shopping sales at the Generation level.

CSP and OPCO then applied loss factors to each respective FC portion of the FAC rate based on
delivery voltage levels in order to derive the FC portion of the FAC rate at meter level. Each
Company applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary,
primary and sub/trans voltage levels, respectively, which resulted in FCs of 4.22822, 4.08154
and 4.00023 cents per kWh for CSP and FCs of 3.58282, 3.45853 and 3.38963 cents per kWh for
OPCO.

Exhibit 7-25
OPCO and CSP Schedule 3, Page 1, January — March 2013

Schedule 3

Page 1 qf 2
QHIO POWER COMPANY and COLUMEUS SOUTHERN POWER COMPANY
Calculation of Quarierly FAC For Billing During
January 2013 through March 2013
RA
Actual Period - July 2012 through September 2042
Kwh Renewable & Schedufe 3, p2 FAC [Over¥iInder  Carrying Charges On Other Total
Line Maonth Retail N hopping Sales  FAC Revanue FAC Cost Recovery (Qver¥Under R ry Credité’Charges {DwverfUnder Recovery
1 Beginning Balance § -
2 Jukt2 3212845267 § 117,882,772 § 116,481 965 § (2,400,807} - 5 - 1 {2.400,807}
3 awgl2 2,885,647.699 § 105775062 5 94,277,796 5 {11,497,266) $ -3 -8 (11,497,266}
4 Sepi2 2,124,385,385 § 77,284,538 § 72,801,230 % (4,303,308} § - & - 5 (4,383,308}
5 _Ending Balance 0,222 782.271_ S 300942372 § 282 660,991 § (18.281,361) § -3 - 8 (18,281,381
6  Total (QveryUnder Recowery Balance § (18,281,381)
7 Loss Adjusted Relail Sales Billing Pencd - kwh 6.078,815,853
8  RA Compenent at (Sengration - CentsikWh [0 30074}
§ Secondary Primary Sub/Trans
10 RA Component of FAC Rate At Generation Lewel (0.30074) {0.30074) (0.30074)
11 Loss Factor 1.0608 1.024 1.0036
RA a1 the Meter Level - CentshkWh Line 10 x Line 11 -0,31902 <. 30746 £.30182

Schedule 3: This two-page schedule represents the Companies' RA components of their first
quarter 2013 FAC filings. Specifically, page 1 of Schedule 3 reflects the Companies’ beginning
cumulative balance as well as the under/over-recovery of fuel expenses for each month during
the period July through September 2012, which were calculated as the difference between the
monthly FAC revenues for the third quarter of 2012 and the monthly jurisdictional retail FAC
costs for the same period. In addition, page 1 of this schedule reflects the addition of the
carrying costs associated with those over-recoveries as well as other credits and charges, which,
according to AEP Ohio, reflect adjustments to the FAC deferrals and are predicated on prior
PUCO orders. The first quarter of 2013 did not have any carrying costs or other charges and
credits, thus resulting in total over-recoveries of $18.281 million.
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The Companies calculated the RA component of its FAC rate at Generation level by dividing the
over-recoveries by the same forecasted retail non-shopping sales at Generation level referenced
in the Schedule 2 section above. The RA component for this filing was 0.30074 cents per kWh.
The Companies applied the loss factors of 1.0608, 1.024, and 1.0036 related to the secondary,
primary and sub/trans voltage levels, respectively to these RA components in order to derive the
RA portion of the FAC rate at meter level. The application of the loss factors results in RA
components of the FAC rate of (0.31902), (0.30796) and (0.30182) cents per kWh for the

secondary, primary and sub/trans voltage levels, respectively.

Exhibit 7-26
OPCO and CSP Schedule 3, Page 2, January — March 2013

Schedule 3
Page 2 of 2
OHIO POWER COMFPANY and COLUMBLS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During
January 2013 through March 2013
RA Component
Monthly Retall FAC Cost
Less = Times = + =
Total Company Assigned OS5 Internal Load ~ Retail Allocation Retail FAC befora Retaill FAC &

Line Menth FAC Cost And Pool FAC Cost Ratio Renawables Renewables  Renewable Cost
1 Jul-12 $ 215891699 § 94,110,757 $ 121,780,042 093612 $ 114,001,576 § 1,480,389 § 115,481,965
2 Aug-12 $ 200,442,843 3 100,336,757 $ 100,106,086 0.82895 § 92993549 § 1284247 $ 94,277,796
3 Sep-12 § 153,946,346 $ 76,058,104 § 77,888,242 0.91452 % 71,230,355 § 1,670,875 § 72.9801,230
4 Total § 570,280,888 § 270,505,618 §  289.775,270 $ 278225480 § 4435511 § 282,660,991

Monthly Jurisdictional Allocatlon Ratigs

Jurisdicticnal Sales at Gen Level Kwh Jurisdictional Ratios

Line Month Whise (NPQ) | Retail [ Total Whise (WPC) | Retali

Actual

5 Jul-12 228,422,018 3,347,379,473 3,575,801,491 0.06388 0.93612

] Aug-12 229,928,824 3,006,385,467 3,236,314,231 0.07105 0.92895

7 Sep-12 206,432,213 2,208,682,751 2,415,114,964 0.08548 0.91452
Forecast

8 Jan-13 317,378,113 2,268,648,384 2,586,026,494 0.12273 0.87727

9 Feb-13 281,333,847 1,869,507,757 2,150,841,605 0.13080 0.86920

10 Mar-13 289,020,631 1,940,659,715 2,229,680,345 0.12962 0.87038

Page 2 of Schedule 3 reflects monthly data on the Companies actual fuel costs during the third
quarter of 2012. Specifically, page 2 of Schedule 3 shows total monthly FAC costs incurred
from July through September 2012. For each month (July through September), the Companies
deducted amounts assigned to off-system sales i order to derive the amounts assigned to internal
load. From each monthly internal load amount, the Companies then applied a retail jurisdictional
allocation ratio, calculated as monthly retail sales at the generation level divided by total sales at
the generation level to derive its “Retail FAC Before Renewables”. During the third quarter of
2012, AEP Ohio added amounts totaling $4,435,511 for renewables, which reflects the revenue
requirement associated with solar panels that were installed by CSP and OPCO pursuant to
meeting the renewable energy requirements of Senate Bill 221 as well as other renewable energy
costs. AEP Ohio stated that the forecasted REC costs have been removed from the FAC for
recovery through the AER. The impact of adding the renewables component resulted in the
retail FAC costs that were carried over to Schedule 3, page 1, and from which the Companies’
FAC over/under recoveries for the third quarter of 2012 were derived.

Management/Performance and Financial Audits of the Fuel and Pufcéi{aied
Power and Alternative Energy Riders of the Ohio Power Company

7-32



Finally, page 2 of Schedule 3 reflected the Companies’ actual monthly jurisdictional sales at the
generation level for July through September 2012, In addition, this schedule reflected the
Companies’ forecasted monthly jurisdictional sales at the generation level for January through
March 2013, from which both the FC and RA components of each Company’s FAC rate were
calculated as discussed above. In addition, from these forecasted amounts, the Companies
calculated retail jurisdictional allocation ratios of .87727, .86920 and .87038 for each month of
January, February and March 2013.

Second Quarter 2013

On March 1, 2013, AEP Ohio submitted quarterly FAC filings, as well as quarterly AER filings,
for CSP and OPCOQO, which reflected actual data from October through December 2012 and
projected data for the period April through June 2013. AEP Ohio’s filing for this quarter
included a submittal letter, Schedules 1 through 6 supporting the Companies proposed
calculations for CSP and OPCO, and the explanations of each schedule.

The Companies used the same methodology described above as it relates to the format of the
schedules in its initial FAC filing. The sections below discuss AEP Ohio’s second quarter 2013
FAC filings by reproducing Schedules 1 through 3 as Exhibits 7-27 through 7-30, and then
briefly summarizing each schedule.

Exhibit 7-27
OPCO and CSP Schedule 1, April - June 2013

Schedule 1
QHIQ POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During

April 2013 through June 2013
Summary - Propesed FAC Rate

COLUMBUS SQUTHERN POWER RATE ZONE

A B [ D
Schedule 2 Schedule 3
Delivery Current  Forecast {FC) Reconciliation (RA} Total of FC and RA
Line Voitage FAC Rate  Component Adjustment Comp. Components
1 [Secondary 3.90920 4.36890 0.12352 4,492420
2 |Primary 3.77358 4.21734 0.711924 4.336580
3 [Sup/Transmission 3.69841 4.13333 0.11686 4.250180
QHIO P TE ZONE
A B [ D
Schedule 2 Schedule 3
Delivery Current  Foreca® (FC) Reconciliation (RA) Total of FC and RA
Line Voltage FAC Rate  Component Adjustment Comp. Components
1 |Secondary 3.26380 3.70203 0.12352 3.825550
2 |Primary 3.15057 3.587361 0.11924 3.692850
3 |Sub/Transmission 3.08781 3.50241 0.11686 3.619270
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Schedule 1: Column A of this schedule reflects the then current FAC rate by delivery voltage.
Column B reflects the forecast component (“FC”) rate necessary to recover the estimated fuel
expense for the period April through June 2013. Column C presents the Companies
reconciliation adjustment (“RA™), which is calculated in order for AEP Ghio to derive the actual
fuel over or under recovery it experienced through December 2012. Column D reflects the sum

of the FC and RA components.
Exhibit 7-28

OPCQO and CSP Schedule 2,

Agril — June 2013

Schedule 2
OH G POWER COMPANY and COLUMBUS SCUTHERN POWER COMPANY
Galculation af Quarterly FAC For Billing During
April 2013 through June 2013
FC Component
Forecast Period - 2nd Quarter 2013
Line Description April May June Total
1 Fuel & Purchased Power 132,348,765 142 825,679 137,377,855 § 412,552,298
2 Envirenmenial (Consumablas end Allowances) 15,350,280 16,473,620 16,182,610 § 48,006,510
3 (Gains}and Losges On Sales of Allowances $0,000 44,000 94,000 § 248,000
4 Other - - - 3 -
5 Tatal Includible FAC Costs $ 147750045 § 159,393,298 § 153,654,465 § 460,806,808
6 Less: Assigned ta OF-System (Including AEP Affiliates} 85,203 522 90,921,191 §1.296.268 5 257 421,081
7 FAG for Intemal Load 3 62555422 § 68,472,107 % 72,358,197 $ 203,385,727
8  Retall Jurisdictional Allocation Ratio Schedule 3 pg. 2 0 84331 0.85101 0 85046 0.54842
8 FAC for Retail Laad Before Renswables $ 52,753,613 § 58,270.448 § §1,587.753 3 172,557,409
10 Energy & Capacity Value of Renewables (RECs moved to Rider AER) 2,459 83¢ 2.144. 706 1,936,720 § £,181,318
11 FAG for Retail Load (Total Company) 5 56,263,502 § 60,415,154 § §3,074.473 % 178,738,724
13 Retail Nen-Shopping Sales - Generation Lewel Kwh 1,477 493,015 1,623,047 958 1,679.689.410 4,781,130.382
COLUMBUS SOUTHERM POWER RATE ZONE
14 TSP % for Retail Load 43.56% £ 7854 5688
15 CSP % Non-Shopping Sales 39.54% 1,890 458,953
16 FC Component of FAC Rate At Generation Lewel - Cenls/kWh 4,11850
Secandary Primary SublTrans
17 FC Campanent of FAC Rale At Ganeration Level 4.11350 4.11850 4.11850
18  Loss Factor 1 D608 1.0240 1.0038
18  FC at the Meter Level - CentsikWh Line 17 x Line 18 4.3668 4.21734 4.13333
HIQ P! TE E
18  OPCe % for Retail Load 56.44% $ 100,880,136
21 QPCo % Non-Shapping Sales 60.46% 2,890,671.429
22 FC Component of FAC Rate At Generation Level - CentsikWh 348885
Secondary Primary Sub/Trans
2}  FC Comparent of FAC Rate At Generation Lewel 3.48585 3 458985 3.48085
24 Laoss Factor 1.0608 1.0240 1.0036
25 FG atthe Meter Level - Cents/hWh Line 23 x Line 24 3.70203 3.57361 3.50241

Schedule 2: This schedule reflects AEP Ohio’s estimates of monthly fuel costs it expected to
incur during the period April through June 2013. AEP Ohio stated that it calculated the rates by
voltage necessary to recover its forecast costs. For the second quarter of 2013, AEP Ohio has

projected includable FAC costs totaling $460.807 million for CSP and OPCO, which are

comprised of fuel and purchased power, an environmental component consisting of consumables
and allowances, and gains and losses on sales of allowances.

B
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As shown on line 6 of Schedule 2, the Companies removed the costs that were assigned to off-
system (including AEP affiliates) in order to derive the FAC costs designated for internal load.
For the second quarter of 2013, these projected off-system costs totaled $257.421 million for
CSP and OPCO. After applying a retail jurisdictional allocation ratio based on the forecasted
retail jurisdictional non-shopping sales at the generation level, the Companies denived its FAC
costs for retail load before adding a component for renewables.

Line 10 of Schedule 2 reflects the Companies’ projected component for the energy and capacity
value of renewables, which totaled $6.181 million. The component for renewable energy credits
("RECs™) was moved to the AER. The addition of the renewable’s energy and capacity value
result in total FAC costs for retail load of $77.859 million for CSP and $100.880 million for
OPCO. From these amounts, the Companies calculated the FC portion of the FAC rate at the
Generation level. This amounted to 4.11850 cents per kWh for CSP and 3.48985 cents per kWh
for OPCO and was calculated by dividing each Company’s projected FAC for retail load by their
respective projected retail non-shopping sales at the Generation level.

CSP and OPCO then applied loss factors to each respective FC portion of the FAC rate based on
delivery voltage levels in order to derive the FC portion of the FAC rate at meter level. The
Companies applied the loss factors of 1,0608, 1.0240 and 1.0036 cents per kWh for secondary,
primary and sub/trans voltage levels, respectively, which resulted in FCs of 4.3689, 4.21734 and
4.13333 cents per kWh for CSP and FCs of 3.70203, 3.57361 and 3.50241 cents per kWh for
OPCO.

Exhibit 7-29
OPCO and CSP Schedule 3, Page 1, April - June 2013

Schedule 3

Page 1 of 2
DHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Caleulation af Quarterly FAC For Billing During
April 2013 threugh June 2013
RA
Actual Perlod - October 2012 through Decembar 2012
Kwh Renewable & Schecule 3, 92 FAG (OveryUnder  Carrying Charges On Dther Total
_Line Manth Retait Non-Shopping Sales _ FAC Revenue FAC Cost Recovery (Qver)Under Recovery Credlts/Charges {Over)/Under Recovery
- Beginning Balance H (7,130.095)
2 Oct-12 1,889,223,280 S 72512674 % 75,491,454 § 2978780 $ § 47431 § 3,026,211
3 Nowi2 1,895,976,201 § 69,281,068 § 73,786,390 $ 4405302 § & - % 4,405302
4 Dec-12 ?,045,287,888 % 73802655 % 78.868485 & 5265830 § ] - § 5,265,830
__5 Ending Bakance 5,931,487,368 3§ 215,498,417 § 728,146,320 % 12549912 & 5 47,431 % 5,567 248
€ Toetal (Over¥Under Recavery Balance § 5,567,248
7 Loss Adjusted Retail Sales Billing Period - kWh 4,761,130,382
8  RA Companent al Generatien - Cents/kWh (.11544
9 Secondary Primaty Sub/Trans
10  RA Component of FAC Rale At Generation Level 0.11€44 0.11644 0.11644
11 Loss Factor 1.0608 1.024 10035
f4 at the Meter Leval - Cents/kWh Line 10 x Line 11 0.12352 0.11924 1.11686

Schedule 3: This two-page schedule represents the Companies' RA components of their second
quarter 2013 FAC filings. Specifically, page 1 of Schedule 3 reflects the Companies’ beginning
cumulative balance as well as the under-recovery of fuel expenses for each month during the
period October through December 2012, which were calculated as the difference between the
monthly FAC revenues for the fourth quarter of 2012 and the monthly jurisdictional retail FAC
costs for the same period. In addition, page 1 of this schedule refiects the addition of the
carrying costs associated with those under-recoveries as well as other credits and charges, which,
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according to AEP Ohio, reflect adjustments to the FAC deferrals and are predicated on prior
PUCO orders. The addition of the other credits and charges resulted in total under-recoveries of

$5.567 million for CSP and OPCO.

The Companies calculated the RA component of its FAC rate at Generation level by dividing the
under-recoveries by the same forecasted retail non-shopping sales at Generation level referenced
in the Schedule 2 section above. The RA component for this filing was .11644 cents per kWh.
The Companies applied the loss factors related to the secondary, primary and sub/trans voltage
levels to these RA components in order to derive the RA portion of the FAC rate at meter level.
The application of the loss factors results in RA components of the FAC rate of .12352, 11924
and .11686 cents per kWh for the secondary, primary and sub/trans voltage levels, respectively.

Exhibit 7-30
OPCO and CSP Combined Scheduie 3, Page 2, April — June 2013
Schedule 3
Page 2 of 2
CHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calcuiation of Quarterly FAC For Billing During
April 2013 through June 2013
RA Component
Manthly Retail FAC
Less = Times = + =
Total Company Assigned 053 Intemal Load  Retail Allecation Retail FAC before Retail FAC &
Line Month FAL Cost And Pogl FAC Cost Ratio Renewables Renewables  Renswable Cost
1 Oct-12 $ 180,522,142 $ 98,122,872 § 82,399,270 0.90287 § 74,3865820 § 1,085625 § 75,491,454
2 MNow-12 $ 171,539,777 % 90,611,833 § 80,927,944 0.80269 $ 73,062,845 & 733,545 § 73,786,390
3 Dec-12 $ 187,799,296 § 101,914,951 § 55,884,345 0.90779 § 77,964,949 § 903,536 § 78,868,485
4 Total $ 539861215 § 290,649,656 § 249,211,559 $ 225413623 $ 2732706 § 228,146,329
Manthly Jurisdictional Allocation Ratios
Jurisdictional Sales at Gen Lewel Kwh Jurisdictional Ratios
Line Month Whise (WPG) [ Retail [ Total Whise (WPC) ] Retail
Actyal
5 Oct-12 222,566,850 2.068,793,575 2,291,360,425 0.09713 0.8902587
6 Now-12 213,457,400 1,980,218,689 2,193,676,089 0.09731 0.80269
7 De¢-12 217,242,442 2,138,714,527 2,355,956,969 0.09221 0.90779
Forecast
| Apr-13 274,527 610 1,477,493,015 1,752,020,626 D.15669 0.84331
9 May-13 284,311,228 1,623,947,956 1,908,259,184 0.148%9 0.55101
10 Jun-13 295,336,063 1,678,689,410 1,975,025,472 0.14954 0.85046

Page 2 of Schedule 3 reflects monthly data on the Companies actual fuel costs during the fourth
quarter of 2012. Specifically, page 2 of Schedule 3 shows total monthly FAC costs mcurred
from October through December 2012. For each month (October through December), the
Companies deducted amounts assigned to off-system sales in order to derive the amounts
assigned to internal load. From each monthly internal load amount, the Companies then applied
a retail jurisdictional allocation ratio, calculated as monthly retail sales at the generation level
divided by total sales at the generation level to derive its “Retail FAC Before Renewables™.
During the fourth quarter of 2012, AEP Ohio added amounts totaling $2,732,706 for renewables,
which reflects the revenue requirement associated with solar panels that were installed by CSP
and OPCO pursuant to meeting the renewable energy requirements of Senate Bill 221 as well as
other renewable energy costs. AEP Ohio stated that the forecasted REC costs have been
removed from the FAC for recovery through the AER. The impact of adding the renewables

it

Management/Performance and Financial Audits of the Fuel and Purch;s
Power and Alternative Energy Riders of the Ohio Power Company

7-36



component resulted in the retail FAC costs that were carmed over to Schedule 3, page 1, and
from which the Companies’ FAC under recoveries for the third quarter of 2012 were derived.

Finally, page 2 of Schedule 3 reflected the Companies’ actual monthly jurisdictional sales at the
generation level for October through December 2012. In addition, this schedule reflected the
Companies’ forecasted monthly jurisdictional sales at the generation level for April through June
2013, from which both the FC and RA components of each Company’s FAC rate were calculated
as discussed above. In addition, from these forecasted amounts, the Companies calculated retail
jurisdictional allocation ratios of .84331, .85101 and .85046 for each month of April, May and
June 2013.

Third Quarter 2013

On May 30, 2013, AEP Ohio submitted quarterly FAC filings, as well as quarterly AER filings,
for CSP and OPCO, which reflected actual data from January through March 2013 and projected
data for the period July through September 2013. AEP Ohio’s filing for this quarter included a
submittal letter, Schedules 1 through 6 supporting the Companies proposed calculations for CSP
and OPCQ, and the explanations of each schedule.

The Companies used the same methodology described above as it relates to the format of the
schedules in its initial FAC filing. The sections below discuss AEP Ohio’s third quarter 2013
FAC filings by reproducing Schedules 1 through 3, broken out separately between CSP and
OPCO as Exhibits 7-31 through 7-34, and then briefly summarizing each schedule.
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Exhibit 7-31
CSP and OPCO Schedule 1, July — September 2013

Schedule 1

OHIC POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During
July 2013 through September 2013
Summary - Proposed FAC Rate

COLUMBUS SOUTHERN POWER RATE ZONE
A B C D
Schedule 2 Schedule 3
Delivery Current  Forecast (FC) Reconciliation (RA} Total of FC and RA
Line Voltage FAC Rate  Component Adjusiment Comp. Components
1 |Secondary 4.49242 4.23694 -0.17042 4.066520
2 |Primary 4.33658 4.08896 -0.16450 3.925480
3 |Sub/Transmission 4.25019 4.00848 -0.16123 3.847250
OHIOC POWER RATE ZONE
A B C [
Schedule 2 Schedule 3
Delivery Current  Forecast {(FC) Reconciliation (RA) Tetal of FC and RA
Line Voltage FAC Rate Component Adjustment Comp. Components
1 |Secondary 3.82555 3.59021 -0.17042 3.419790
2 |Primary 3.69285 3.46567 -0.16450 3.301170
3 [SubfTransmission 3.61927 3.39662 -0.16123 3.235390

Schedule 1: Column A of this schedule reflects the then current FAC rate by delivery voltage.
Column B reflects the forecast component (“FC™) rate necessary to recover the estimated fuel

expense for the period July through September 2013. Column C presents the Companies

reconciliation adjustment (“RA”), which is calculated in order for AEP Ohio to derive the actual
fuel over or under recovery it experienced through March 2013. Column D reflects the sum of
the FC and RA components.
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Exhibit 7-32
CSP and OPCO Schedule 2, July — September 2013

Schedule 2
CHIO POWER COMPANY and COLUMAUS SOUTHERN POWER COMPANY
Caleulation of Quarterly FAC Far Billing During
July 2013 threugh Se ptember 2013
FC Component
Forecasl Perlad - 3rd Quarter 2013
Line D iption July August Septembar Total
10T, OMPANY
1 Fuel & Purchased Power 170,159,618 165,076,603 136,251,818 § 471,488,039
2 Enwonmeniah {Corsumaties end Allowanies) 18,027 100 48,564,134 16,183,538 % 52,774,920
2 (Gains) and Lesses On Sales of Allowancas 94,000 94,000 84,000 § 282,000
4  Other - - - ;] -
g Tota! Includible FAC Costs 5 182,280,718 § 183,734,736 § 152,528,504 § 524,544,958
6 Less' Assigned lo Off-System (including AEP Afiiliates) 111,471,883 110,754,162 94,856,636 S 317,082,661
7 FAC for memal Load 3 75,208,555 § F,e80574 3 57,672,868 $ 207,462,297
8  Retail Jurisdictional Allocation Ratio Schedula 3 py. 2 0 88052 0.84743 0.31302 0.84419
9 FAC for Retail Load Before Renewables $ 66,118,698 % £1.845928 § 46.889,195 § 175,136,673
10 Energy & Capacily Valua of Renewables {RECSs moved to Rider AER) 1,439,118 1,325,784 1,552,906 § 4,317,897
11 FAC for Relail Load (Tolal Company) 3 67.557.716 § 63171712 § 48442191 § 178,454,520
13 Rstail Nor-Shopping Sales - Generation Level Kwh 1,871, 110.376 1,804,806, 751 1,173,871.847 4.949,788.975
LOLUMBUS SOUWTHERN POWER RATE ZONE
14 5P % for Retail Load 43.56% 3 78,170,389
15  GSP % Nen-Shopping Sales 39.54% 1,957 146,561
1€ FC Comporent of FAC Rate AL Gereration Leve! - CentafiWh 399410
Secondary Primary Sub/Trans
17 FC Cemponent of FAC Rate At Generalian Lavet 399410 383410 3.98410
18 Luss Factor 1.0608 1.0240 1.0036
19 FC at the Meter Level - Cents/kWh Line 17 x Line 18 4.23694 4.08936 4.00838
QHID POWER RATE ZONE
19  OPCo % for Relail Load 56.44% 3 101,284,131
21 OPCo % Mon-Shepping Sales B0.46% 2,992,542,414
22 FC Component of FAC Rate At Generation Leval - Cents/kWh 3 38444
Secondary Primary Sub/Trans
23 FC Component of FAC Rate At Generalion Lewel 3 38444 2.38444 3.98444
24 Loss Factar 1.0604 1.0240 10034
25 FC atthe Meter Level - Cents/kWh Line 23 % Line 24 3.59021 3.48567 3.39662

Schedule 2: This schedule reflects AEP Ohio’s estimates of monthly fuel costs it expected to
incur during the period July through September 2013. AEP Ohio stated that it calculated the
rates by voltage necessary to recover its forecast costs. For the third quarter of 2013, AEP Ohio
has projected includable FAC costs totaling $524.545 million, which are comprised of fuel and
purchased power, an environmental component consisting of consumables and allowances, and
gains and losses on sales of allowances.

As shown on line 6 of Schedule 2, the Companies removed the costs that were assigned to off-
system (including AEP affiliates) in order to derive the FAC costs designated for internal load.
For the third quarter of 2013, these projected off-system costs totaled $317.083 million. After
applying a retail jurisdictional allocation ratio based on the forecasted retail jurisdictional non-
shopping sales at the generation level, the Companies derived their FAC costs for retail load
before adding a component for renewables.
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Line 10 of Schedule 2 reflects the Companies’ projected component energy and capacity value of
renewables, which totaled $4.318 million. The component for renewable energy credits
(“RECs”) was moved to the AER. The addition of the renewable’s energy and capacity value
result in total FAC costs for retail load of $78.170 million for CSP and $101.284 million for
OPCQ. From these amounts, the Companies calculated the FC portion of the FAC rate at the
Generation level. This amounted to 3.99410 cents per kWh for CSP and 3.38444 cents per kWh
for OPCO and was calculated by dividing each Company’s projected FAC for retail load by their
respective projected retail non-shopping sales at the Generation level.

CSP and OPCO then applied loss factors to each respective FC portion of the FAC rate based on
delivery voltage levels in order to derive the FC portion of the FAC rate at meter level. The
Companies applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary,
primary and sub/trans voltage levels, respectively, which resulted in FCs of 4.23694, 4.08996
and 4.00848 cents per kWh for CSP and FCs of 3.59021, 3.46567 and 3.39662 cents per kWh for
OPCO.

Exhibit 7-33
CSP and OPCQ Schedule 3, Page 1, July — September 2013

Schedule 3
Paga1el2
OHIO FOWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC Far Billing During
July 2013 through Saptsmber 2013
RA

Actyal Period - January 2013 through March 2013
Kwh Renawabla & Schedule 3, p2  FAC (Over)Undar  Camying Charges On Cther Total

Ling Manih Rstall Hon-Shepping Sales  FAC Rgvenus FAC Cost Recovery (Cerdlnder Recove Credits!Chargss  iOver)'Undar Recovs

" Beginning Balance
2 Jan13 2108104448 § TAA2LTH % £1.592.509
3 Feb13 1738615922 § 61.482,000 § 68,246,212

(18,281,381) 2 quarter lag {15t 2013)
7,164,802
6,854,212

7164002 §
8864212 %

L
T )

3

§

]
4 Mari3 2067119583 § 76.591.431 % 72,891,831 {3.639.500) % 5 3,699.500)
5 _ Ending Balance 5914739954 § 212,501,226 % 222,830,842 10,328,614 § T 7951, 787)
6 Total {QueryUnder Recovery Batance 5,261,338.00 5 (7,851.767)
7 Loss Adjusted Ratail Sales Billing Pedod - kWh s 1.612.876 4949.788.875
E  RA Component at Generation - Cenla/kWh 0.18085}
g Secandary Primary Sub!Trans
10 RA Componant al FAC Rate At Generation Level (0.1B065) (0.16065) {0 16065)
11 Loss Factor 1.0608 1.024 1.0036

RAat the Meter Leval - CantwkiWh Line 10x Line 17 017042 -0.1642 016123

Schedule 3: This two-page schedule represents the Companies' RA components of their third
quarter 2013 FAC filings. Specifically, page 1 of Schedule 3 reflects the Companies’ beginning
cumulative balance as well as the under/over-recovery of fuel expenses for January, February,
and March 2013, which were calculated as the difference between the monthly FAC revenues for
the first quarter of 2013 and the monthly junisdictional retail FAC costs for the same period. In
addition, page 1 of this schedule reflects the addition of the carrying costs associated with those
under- and over-recoverics, as well as other credits and charges, which, according to AEP Ohio,
reflect adjustments to the FAC deferrals and are predicated on prior PUCO orders. The third
quarter of 2013 did not have any carrying costs or other charges and credits, resulting in total
over-recoveries of $7.952 million,

From this amount, the Companies calculated the RA component of its FAC rate at Generation
level by dividing the over-recoveries by the same forecasted retail non-shopping sales at
Generation level referenced in the Schedule 2 section above. The RA component for this filing
was (.16065) cents per kWh. The Companies applied the loss factors related to the secondary,
primary and sub/trans voltage levels to these RA components in order to derive the RA portion
of the FAC rate at meter level. The application of the loss factors results in RA components of
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the FAC rate of (.17042), (.16450) and (.16123) cents per kWh for the secondary, primary and
sub/trans voltage levels, respectively.

Exhibit 7-34
CSP and OPCO Schedule 3, Page 2, July — September 2013

Schedule 3
Page 2 of 2
OHIO POWER COMPANY and COLUMBUS SOUTHERN POYWER COMPANY
Calculation of Quarterly FAC For Billing During
July 2013 through September 2013
RA Companent
Monthly Retail FAC Cost
Less = Times = + =
Total Company Assigned OS5 intemal Load  Retail Allocation Retail FAC before Retail FAC &
Line Manth FALC Cost And Pool FAGT Cost Ratio Renewapies Renewanles  Renewable Gost
1 Jan-13 $ 192,545,891 & 103,155,570 § 89,390,321 0.59637 § 80,126,802 $§ 1,465897 § 81,592,699
2 Feb-13 $ 176563006 § 101,605,213 % 74,057,883 0.59240 % 66,892,415 § 1,453,797 § 68,346,212
3 Mar-13 $ 183407429 § 109,688,036 % 78,719,393 0.80111 % 70,934,832 §  1,957.080 § 72,891,931
4 Total § 557516416 $ 314,448,819 § 243,087,597 $  217954,040 § 4,876,793 $ 222,830,842
Manthly Jurisdictional Allocation Raties
| | Jurisdictional Sales at Gen Level Kwh Jurisdicticnal Ratios
Ling Month Whise (WPC) | Retail [ Total Whise (WPC) | Retail
Actual
5 Jan-13 255,288 966 2,208,292.042 2,463,581,008 0.10363 0.88637
5 Feb-13 219,138,215 1,817,399,375 2,036,537,590 0.10760 0.89240
7 Mar-13 237,355,344 2,162,826,797 2,400,182,141 ¢.00889 0.90111
Forecast
8 Jul-13 315,689,312 1,971,110,376 2,289,799,680 0.13918 0.86082
9 Aug-13 324,946,312 1,504,808,751 2,129,753 063 0.15257 0.84743
10 Sep-13 269,965,933 1,173,871,847 1,443,838 780 0.18698 0.81302

Page 2 of Schedule 3 reflects monthly data on the Companies' actual fuel costs during the first
quarter of 2013. Specifically, page 2 of Schedule 3 shows total monthly FAC costs incurred
from January through March 2013. For each month (January through March), the Companies
deducted amounts assigned to off-system sales in order to derive the amounts assigned to internal
load. From each monthly internal load amount, the Companies then applied a retail jurisdictional
allocation ratio, calculated as monthly retail sales at the generation level divided by total sales at
the generation level, to derive its “Retail FAC Before Renewables”. During the first quarter of
2013, the Companies added amounts totaling $4,876,793 for renewables, which reflects the
revenue requirement associated with solar panels that were installed by AEP Ohio pursnant to
meeting the renewable energy requirements of Senate Bill 221 as well as other renewable energy
costs. AEP Ohio stated that the forecasted REC costs have been removed from the FAC for
recovery through the AER. The impact of adding the renewables component resulted in the
retail FAC costs that were carried over to Schedule 3, page 1, and from which the Companies®
FAC over/under recoveries for the first quarter of 2013 were derived.

Finally, page 2 of Schedule 3 reflected the Companies’ actual monthly jurisdictional sales at the
generation level for fanuary through March 2013, In addition, this schedule reflected the
Companies’ forecasted monthly jurisdictional sales at the generation level for July through
September 2013, from which both the FC and RA components of each Company’s FAC rate
were calculated as discussed above. In addition, from these forecasted amounts, the Companies
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calculated retail jurisdictional allocation ratios of .86082, .84743 and .81302 (July, August and
September 2013, respectively) for the Companies.

Fourth Quarter 2013

On August 30, 2013, AEP Ohio submitted quarterly FAC filings, as well as its AER quarterly
filings, for CSP and OPCO, which reflected actual data from April through June 2013 and
projected data for the period October through December 2014. AEP Ohio’s filing for this quarter
included a submittal letter, Schedules 1 through 6 supporting the Companies proposed
calculations for CSP and OPCO, and the explanations of each schedule.

The Companies used the same methodology described above as it relates to the format of the
schedules in its initial FAC filing. The sections below discuss AEP Ohio’s fourth quarter 2013
FAC filings by reproducing Schedules 1 through 3 as Exhibits 7-35 through 7-38, and then
briefly summarizing each schedule.

Exhibit 7-35
CSP and OPCO Schedule 1, Qctober — December 2013

Schedule 1
OHIQO POWER COMPANY and COLUMBUS SQUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During

October 2013 through December 2013
Summary - Proposed FAC Rate

COLUMBUS SOUTHERN POWER RATE ZONE

A B C D
Schedule 2 Schedule 3
Delivery Current  Forecast (FC) Reconciliation (RA) Total of FC and RA
Line Voltage FAC Rate  Component Adjustment Comp. Components
1 |Secondary 4.06652 4.09664 0.25800 4.354640
2 {Primary 3.92548 3.95452 0.24905 4.203570
3 |Sub/Transmission 3.84725 3.87574 0.24409 4.119830
OHIO POWER RATE ZONE
A B Cc D
Schedule 2 Schedule 3
Delivery Current  Forecast (FC) Reconciliation (RA) Total of FC and RA
Line Voltage FAC Rate Component Adjustment Comp. Components
1 |Secondary 3.41979 3.47133 0.25800 3.729330
2 |Primary 3.30117 3.35091 0.24905 3.589960
3 |Sub/Transmission 3.23539 3.28415 0.24409 3.528240
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Schedule 1: Column A of this schedule reflects the then current FAC rate by delivery voltage.
Column B reflects the forecast component (“FC”) rate necessary to recover the estimated fuel
expense for the period October through December 2013. Column C presents the Companies
reconciliation adjustment (“RA™), which is calculated in order for AEP Ohio to derive the actual
fuel over or under recovery it experienced through June 2013. Column D reflects the sum of the
FC and RA components.

Exhibit 7-36
CSP and OPCO Schedule 2, October — December 2013

Schedule 2
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calgulation of Quarterly FAC For Bllling During
Qctaber 2013 through December 2013
FC Compenent
Farecast Periad - 4th Quarter 2013
Line Descriptlon Qctober November December Total
JOTAL COMPANY
1 Fusl & Purchased Power 137,210.678 131,854,130 147,544,466 3 416,508,274
2 Envronmental (Consumables and Allawances) 14,233,613 13,349,473 17,436,281 § 45,074,337
3 fi3@ins) and Losses On Salas of Allowances 94,000 80,000 £13,803,000) 3 113,649,000)
4 {ther - - - 5 -
5 Tolal Includible FAG Costs % 151,593,200 § 145,260,603 % 151,177,117 % 448,031,610
& Less: Assigned to Off-System (Including AEP Afliliates) 96,127,992 86,224,793 94,114,334 § 276,467.119
7 FAG for Intemal Load $ 55,465,298 § 59,035,810 § 57063383 § 171,564,491
8  Retail Jurisdictionzl Allocation Ratio Schedule 3 pg. 2 0.83704 0 84405 0.85860 0 B4640
g  FAC for Retail Loac Before Renewables % 46,426,673 § 49820176 § 48,280,494 § 145,211,828
10 Energy & Capacity Valua of Renewables (RECs moved ta Ridar AER) 2,154 400 2,330,949 2503671 § 5,989,020
11 FAC for Retail Load (Total Company}) $ 48,581,074 8 52180124 % 51,384,165 § 152.200.847
13 Retail Non-Shopping Sales - Ganaralion Level Kwh 1,361,404,187 4,379,474.628 1,600.964,607 4,341.843,423
OL UM, SOUTHERN P TE ZON
t4  CSF % for Retail Load 43 56% § B6, 298, 639
15 CSP % Mon-Shapping Sales 39.54% 1,716,764.889
16 FC Component of FAC Rate At Generation Level - Cents/kWh 3.86184
Secandary Primary Sub/Trans
17 FC Companent of FAC Rate Al Genaration Lewe! 346184 386184 3.86184
18  Loss Faclor 1.0608 1.0240 1.0036
18 FC atthe Meter Level - Centa/lkWh Line 17 x Line 18 4.09664 3.95452 3,87574
QHIO POWER RATE ZONE
18 OPCo % for Retail Laad 56 44% $ 85,902,158
21 OPCo % Nan-Shapping Sales 60 .45% 2,525,078,533
22 FC Componert of FAC Rate AL Genefation et - CentsfkWh 32720
Secondary Primary Sub/Trans

23 FC Component of FAG Rate Al Genaration Lews| 272 327237 3.27237
24 Less Factor 1.0608 1.0240 1.0036
25 FC atthe Moter Level - CentakiWh Line 23 x Line 24 2.47133 3.350% 328415

Schedule 2: This schedule reflects AEP Ohio’s estimates of monthly fuel costs it expected to
incur during the period October through December 2013. AEP Ohio stated that it calculated the
rates by voltage necessary to recover its forecast costs. For the fourth quarter of 2013, AEP Ohio
has projected includable FAC costs totaling $448.032 million for CSP and OPCQ, which are
comprised of fuel and purchased power, an environmental component consisting of consumables
and allowances, and gains and losses on sales of allowances.
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As shown on line 6 of Schedule 2, the Companies removed the costs that were assigned to off-
system (including AEP affiliates) in order to derive the FAC costs designated for internal load.
For the fourth quarter of 2013, these projected off-system costs totaled $276.467 million for CSP
and OPCO. After applying a retail jurisdictional allocation ratio based on the forecasted retail
jurisdictional non-shopping sales at the generation level, the Companies derived its FAC costs
for retail load before adding a component for renewables.

Line 10 of Schedule 2 reflects the Companies’ projected component energy and capacity value of
renewables, which totaled $6.989 million. The component for renewable energy credits
(“RECs”) was moved to the AER. The addition of the renewable’s energy and capacity value
result in total FAC costs for retail load of $66.299 million for CSP and $85.902 million for
OPCO. From these amounts, the Companies calculated the FC portion of the FAC rate at the
(Generation level. This amounted to 3.86184 cents per kWh for CSP and 3.27237 cents per kWh
for OPCO and was calculated by dividing each Company’s projected FAC for retail load by their
respective projected retail non-shopping sales at the Generation level.

CSP and OPCO then applied loss factors to each respective FC portion of the FAC rate based on
delivery voltage levels in order to derive the FC portion of the FAC rate at meter level. Each
Company applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary,
primary and sub/trans voltage levels, respectively, which resulted in FCs of 4.09664, 3.95452
and 3.87574 cents per kWh for CSP and FCs of 3.47133, 3.35091 and 3.28415 cents per kWh for
OPCO.

Exhibit 7-37
CSP and OPCO Schedule 3, Page 1, October — December 2013

Senedule 3
Fage 102
QHKS POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Caleulahion of Quarterly FAC For Billing During
Cetaber 2013 through Dacembear 2013
RA

Actua) Period - April 2013 through Juna 2013

Mwh Renewable & Schadule 3, p2  FAC (OveriUnder  Camying Chargas On Cher Tolal

Line Month Ratail Mon-Shopping Salas FAC Revenus FAC Cosl Recovary {OveryUndar Recovary CradityCharges {Dverj/Undsr Racavery
1 EBegwmmng Balanca 3 5,567,248 2 quarier |ag (2nd Q 2613) Qet.NovDac 2012
2 hpe13 1455,402.258 3 59412301 % 63,515,810 § 41034508 & § £ 4,103.569
3 May-yd 1,524, M9,%81 § 62,217,560 % B4,026.321 § 1803761 § - 8§ 3 1,808.767
4 Jun13 1.600,225281 3 62,031,466 § 62,111,807 3 {919,659 % - g 3 {918,658
5 Ending Balance 4,580.572,240 % 184,561,327 § 189,853.008 3 4992611 % 3 3 10,559.45¢
£ Total {Char¥Under Recawry Ralance 5251 336,00 $ 10,559,858
7 (oss Adjusted Refail Saies Biiling Fenod - ki¥h L (3,442,575} 4,341 843,473
B RA Componant at Ganemation - CenlsiWh 0.24321
& Secondary Primary SubiTrens
40 RA Componant of FAC Rate Al Ganeralion Lavel 024321 G.24321 0.24321
1 Loss Faclor 1.0608 1.024 1.00238

RA at the Meter Lavel « Cents/hWh Line 10 % Line 11 025300 3.2480% 0.144£

Schedule 3: This two-page schedule represents the Companies' RA components of their fourth
quarter 2013 FAC filings. Specifically, page 1 of Schedule 3 reflects the Companies’ beginning
cumulative balance as well as the under/over-recovery of fuel expenses for each month during
the period April through June 2013, which were calculated as the difference between the
monthly FAC revenues for the second quarter of 2013 and the monthly jurisdictional retail FAC
costs for the same period. In addition, page 1 of this schedule reflects the addition of the
carrying costs associated with those under/over-recoveries as well as other credits and charges,
which, according to AEP Ohio, reflect adjustments to the FAC deferrals and are predicated on
prior PUCO orders. The fourth guarter of 2013 did not have any carrying costs or other charges
and credits, thus resulting in tota] under-recoveries of $10.560 million.
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The Companies calculated the RA component of its FAC rate at Generation level by dividing the
under-recoveries by the same forecasted retail non-shopping sales at Generation level referenced
in the Schedule 2 section above. The RA component for this filing was 0.24321 cents per kWh.
The Companies applied the loss factors of 1.0608, 1.024, and 1.0036 related to the secondary,
primary and sub/trans voltage levels, respectively to these RA components in order to derive the
RA portion of the FAC rate at meter level. The application of the loss factors results in RA
components of the FAC rate of .25800, .24905 and .24409 cents per kWh for the secondary,
primary and sub/trans voltage levels, respectively.

Exhibit 7-38
CSP and OPCO Schedule 3, Page 2, October — December 2013

Schedule 3
Page 2 of 2
QHID POWER GOMPANY and COLUMBUS SOUTHERN FOWER COMPANY
Calculation of Quarterly FAC For Billing During
October 2013 through December 2013
RA Component
Manthly Retail FAC Cost
Less = Times = + =
Tolal Company Assigned 0SS Intemal Load  Retail Allocation Retall FAC befare Retall FAC &
Line Month FAG Cost And Pool FAC Cost Ratic Renewables Renewables  Renewable Cosi
4 Apr-13 $ 176,218671 3 105,867,848 § 70,350,823 087049 § 61,239688 $§ 2276122 § 63515810
2 May-13 $ 158,915302 % 88,016,607 § 70,898,695 087730 & 62,213605 § 1812716 5 64,026,321
3 Jun-13 § 162,066,834 % $2,920127  § 69,146,707 0.8805C § 60883676 $ 1,228131 § 62,111,807
4 Total §  497,200807 § 286,804,582 § 210,396,225 $ 184,336,880 $§ 5318869 § 189,653,938
Manthly Jurisdictionai Allocation Hatlos
Jurisdictional Sales at Gen Level Kwh Jurisdictional Ratios
Line Manth Whise (WPG) | Retail [ Total Whise (WPC) | Retail
Actual
5 Apr-13 225,785,765 1,517 ,660,008 1,743, 445,773 0.12951 0.87049
B May-13 221,812,453 1,589,513,155 1,811,525,615 0.12250 087750
7 Jun-13 237,355,344 1,672, 146,349 1,909,501,693 0.12430 0.87570
Forecast
8 Oct-13 265,055,810 1,361,404,187 1,626,459,997 (.16296 0.83704
g Now13 254,878,103 1,379,474,628 1,634,352,731 0.15595 0,84405
10 Dec-13 268,012,513 1,600, 964,607 1,868,977,120 0.14340 0.85860

Page 2 of Schedule 3 reflects monthly data on the Companies actual fuel costs during the fourth
quarter of 2012, Specifically, page 2 of Schedule 3 shows total monthly FAC costs incurred
from April through June 2013. For each month (Apnl through June), the Companies deducted
amounts assigned to off-system sales in order to derive the amounts assigned to internal load.
From each monthly internal load amount, the Companies then applied a retail jurisdictional
allocation ratio, calculated as monthly retail sales at the generation level divided by total sales at
the generation level to derive its “Retail FAC Before Renewables”. During the second quarter of
2013, AEP Ohio added amounts totaling $5,316,969 for renewables, which reflects the revenue
requirement associated with solar panels that were installed by CSP and OPCO pursuant to
meeting the renewable energy requirements of Senate Bill 221 as well as other renewable energy
costs. AEP Ohio stated that the forecasted REC costs have been removed from the FAC for
recovery through the AER. The impact of adding the renewables component resulted in the
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retail FAC costs that were carried over to Schedule 3, page 1, and from which the Companies’
FAC over/under recoveries for the second quarter of 2013 were derived.

Finally, page 2 of Schedule 3 reflected the Companies’ actual monthly jurisdictional sales at the
generation level for April through June 2013. In addition, this schedule reflected the Companies’
forecasted monthly jurisdictional sales at the generation level for October through December
2013, from which both the FC and RA components of each Company’s FAC rate were calculated
as discussed above. In addition, from these forecasted amounts, the Companies calculated retail
jurisdictional allocation ratios of .83704, .84405 and .85660 for each month of October,
November and December 2013.

First Quarter 2014

On November 27, 2013, AEP Ohio submitted quarterly FAC filings, as well as its AER quarterly
filings, for CSP and OPCO, which reflected actual data from July through September 2013 and
projected data for the period January through March 2014. AEP Ohio’s filing for this quarter
included a submittal letter, Schedules 1 through 6 supporting the Companies proposed
calculations for CSP and OPCO, and the explanations of each schedule.

The Companies used the same methodology described above as it relates to the format of the
schedules in its initial FAC filing. The sections below discuss AEP Ohio’s first quarter 2014
FAC filings by reproducing Schedules 1 through 3 as Exhibits 7-39 through 7-42, and then
briefly summarizing each schedule.
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Exhibit 7-39
OPCO and CSP Schedule 1, January — March 2014

Schedule 1

OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During
January 2014 through March 2014
Summaty - Proposed FAC Rate

COLUMBUS SOUTHERN POWER RATE ZONE

A B c D
Schedule 2 Schedule 3
Delivery Current  Forecast (FC) Recenciliation (RA) Total of FC and RA
Line Voltage FAC Rate  Component Adjustment Comp. Components
1 |Secondary 4,35464 4.09664 -0.08125 4.015390
Primary 4,20357 3.95452 -0.07844 3.876080
3 |Sub/Transmission 4,11983 3.87574 -0.07687 3.798870
OHIO POWER RATE ZONE
A B C D
Schedule 2 Schedule 3
Delivery Current  Forecast (FC) Reconciliation (RA) Total of FC and RA
Line Voltage FAC Rate  Component Adjustment Comp. Compoenents
1 |Secondary 3.72933 3.47133 -0.08125 3.390080
2 |Primary 3.58996 3.35091 -0.07844 3.272470
3 |Sub/Transmission 3.52824 3.28415 -0.07687 3.207280

Schedule 1: Column A of this schedule reflects the then current FAC rate by delivery voltage.
Column B reflects the forecast component (“FC™) rate necessary to recover the estimated fuel
expense for the period January through March 2014. Column C presents the Companies
reconciliation adjustment (“RA™), which is calculated in order for AEP Ohio to derive the actual
fuel over or under recovery it experienced through September 2013. Column D reflects the sum
of the FC and RA components.
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Exhibit 7-40
OPCO and CSP Schedule 2, January — March 2014

Schedule 2
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quartarly FAC For Bllling During
January 2014 through March 2014
FC Companent
Forecast Period - 1st Quarter 2014
Line Description January February March Total
TOTAL COMPANY

1 Fuel & Purchased Powsr 137,210,678 131,851,130 147,544,468 $ 416,606,274

2 Envronmanial (Consumables and Allawances) 14,268,613 13,349,473 17436251 % 45,074,337

3 (Sans) and Losses On Sales of Allowances 94,000 60,000 {12.803.,000) $ (13,649,000}

4 Other - - - & -

% Total Includible FAC Costs $ 151,593,280 % 445,260,603 S 151,177,717 8 448,031,610

& Less: Assigned to Of-System (Inciuding AEF Afiliates) 95 127,992 86,224,793 04,114,334 S 276,467,119

T FAC for Intemal Load H 55465298 % 58,035810 $ 57,063,383 § 171,564,491

8 Retail Jurisdictional Allocation Ratio Schedule 3 pg. 2 0.83704 0 34405 0.85660 0 84640

9 FAL for Retail Load Before Renewables $ 45,426,673 §5 49,829.176 § 48,830,494 § 145,211,828
0 Energy & Capacily Value of Renewables (RECs moved to Rider AER) 2,154,400 2,330,949 2,503,671 § 5,989,020
11 FAL for Retail Load (Total Company) 5 48,581,014 § 52160124 § 51384165 § 152,200,847
13 Ratail Nan-Shopping Sales - Generation Level Kwh 1,361,404,187 1.379,474,628 1,600.964.607 4,341,843,423

C RN PO ZON|
14 CSP % for Retail Load 43.55% % EE,298,689
15 CSP % Non-Shopping Sales 39 54% 1,716,764 889
16 FC Component of FAC Rate At Generation Level - Cents/kWh 3.86184
Secondary Primary SubiTrans

17 FG Component of FAC Rate Al Generation Level 336784 3.86184 3.56184

18 Loss Factor 1.0608 1.6240 1.0036

9 FC atthe Meier Level - Cents’kWh Line 17 x Lina 1B 4. 09664 3,95452 3.87574

| POWER E
19 OPCo % for Retail Load 5B.44% 5 85,502,158
21 QPCo % Nan-Shopping Sales 60.46% 2,625,078,533
22 FC Component of FAC Rale At Generalion Lewel - Cents/kWh 327237
Secondary Primary Suh/Trans

23 FC Cempanent of FAC Rate At Generalicn Lavel 327237 337239 3.272%7

24 Loss Factor 1.0608 1.0240 1.0036

25 FC atthe Mebar Level - Cents'kWh Line 23 x Line 24 3.47133 3.35091 3.28415

Schedule 2: This schedule reflects AEP Ohio’s estimates of monthly fuel costs it expected to
incur during the period January through March 2014, AEP Ohio stated that it calculated the rates
by voltage necessary to recover its forecast costs. For the first quarter of 2014, AEP Ohio has
projected includable FAC costs totaling $448.032 million for CSP and OPCO, which are
comprised of fuel and purchased power, an environmental component consisting of consumables
and allowances, and gains and losses on sales of allowances.

As shown on line 6 of Schedule 2, the Companies removed the costs that were assigned to oft-
system (including AEP affiliates) in order to derive the FAC costs designated for internal load.
For the first quarter of 2014, these projected off-system costs totaled $276.467 million for CSP
and OPCO. After applying a retail jurisdictional allocation ratio based on the forecasted retail
jurisdictional non-shopping sales at the generation level, the Companies derived its FAC costs
for retail load before adding a component for renewables.
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Line 10 of Schedule 2 reflects the Companies’ projected component energy and capacity value of
renewables, which totaled $6.989 million. The component for renewable energy credits
{(“RECs™) was moved to the AER. The addition of the renewable’s energy and capacity value
result in total FAC costs for retail load of $66.299 million for CSP and $85.902 million for
OPCO. From these amounts, the Companies calculated the FC portion of the FAC rate at the
Generation level. This amounted to 3.86184 cents per kWh for CSP and 3.27237 cents per kWh
for OPCO and was calculated by dividing each Company’s projected FAC for retail load by their
respective projected retail non-shopping sales at the Generation level.

CSP and OPCO then applied loss factors to each respective FC portion of the FAC rate based on
delivery voltage levels in order to derive the FC portion of the FAC rate at meter level. Each
Company applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary,
primary and sub/trans voltage levels, respectively, which resulted in FCs of 4.09664, 3.95452
and 3.87574 cents per kWh for CSP and FCs of 3.47133, 3.35091 and 3.28415 cents per kWh for
OPCO.

Exhibit 7-41
OPCO and CSP Schedule 3, Page 1, January — March 2014

Schedule 3

Page 1 of 2
OHIQ POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
LCalculation of Quarterly FAC For Bllling During
January 2014 through March 2014
RA
Actual Period - July 2013 through September 20413
Kwh Renewable & Schedule 3,p2  FAL [OveryfUnder  Carrying Charges On Other Total
Line Month Retail Mon-Shopping Sales  FAC Revenue FAC Cost Recovery {Over)Under Recovery Credits’fCharges (OverfUndar Recovery
1 Beginning Balance 3 (7,951 187)
2 Jul-13 1816, 710,057 § 67235837 % 64,786,492 § {2,449 345) § - $ - $ (2,449 345)
3 Augid 1,569,920,404  § 55,093.271 3 61,564,301 $ 3.471,030 § - H - ] 3,471,030
4  Sep13 1,952,755.407 51536029 3% 55,140,366 § 34804337 § - 1] £ 3,604,337
5 Ending Balance 4,739,385868 § 176,865,137 & 181,491,159 § 4,626,022 § - 3 - 8 (3,925,745}
&  Total (CweryUnder Recovery Balance $ {3,325,745)
7 Loss Adjusled Retsil Sales Billing Period - kWh 4.341.843,423
8 RA Companent at Generation - Cants/kWh SU.D?EGG!
9 Secondary Primary Sub/Trans

10 RA Component ot FAG Rate At Generation Lews) 10.076ED) [D.07EED) 10.07660)

11 Laoss Factor 10608 1.024 1.0036

RA at the Meter Level - Canta’kWh Line 10 % Line €1 -0. 08125 0.07844 £.07687

Schedule 3: This two-page schedule represents the Companies' RA components of their first
quarter 2014 FAC filings. Specifically, page 1 of Schedule 3 reflects the Companies’ beginning
cumulative balance as well as the under/over-recovery of fuel expenses for each month during
the period July throngh September 2013, which were calculated as the difference between the
monthly FAC revenues for the third quarter of 2013 and the monthly jurisdictional retail FAC
costs for the same period. In addition, page 1 of this schedule reflects the addition of the
carrying costs associated with those under/over-recoveries as well as other credits and charges,
which, accordig to AEP Ohio, reflect adjustments to the FAC deferrals and are predicated on
prior PUCO orders. The first quarter of 2014 did not have any carrying costs or other charges
and credits, thus resulting in total over-recoveries of $3.326 million.

The Companies calculated the RA component of its FAC rate at Generation level by dividing the
over-recoveries by the same forecasted retail non-shopping sales at Generation level referenced
m the Schedule 2 section above. The RA component for this filing was ((07660) cents per kWh.
The Companies applied the loss factors of 1.0608, 1.024, and 1.0036 related to the secondary,
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primary and sub/trans voltage levels, respectively to these RA components in order to derrve the
RA portion of the FAC rate at meter level. The application of the loss factors results in RA
components of the FAC rate of (.08125), (.07844) and (.07687) cents per kWh for the secondary,
primary and sub/trans voltage levels, respectively.

Exhibit 7-42
OPCO and CSP Schedule 3, Page 2, January — March 2014

Schedule 3
Page 2 of 2
QHIO POWER COMPANY and COLUMBLUS SOUTHERN POWER COMPANY
Calculation of Quarterly FAC For Billing During
January 2014 through March 2014
RA Component
Mopthly Retail FAC Cost
Less = Times = + =
Total Company Assigned 085 Internal Load  Retail Allecation Retail FAC before Retail FAC &
Line Month FAL Cost And Pool FAC Cost Ratio Renewables Renewables  Renewable Cosl
1 Jul-13 5 194,152,972 § 121,763,398 § 72,389,574 0.58155 § 63,815,753 § 970,739 § 64,786,492
2 Aug-13 $ 202,395235 § 131,813,831 & 70,581,404 0.86388 § 60,973,963 590,438 § 61,564,301
3 Sep-13 $ 169,222,930 § 106,398,626 § 62,824,304 0.86319 % 54220311 % 911,085 § 55,140,366
4 Total $ 585,771,137 § 359,975,865 § 205,795,282 $ 179,018,927 § 2472232 $ 181,491,159
Monthly Jurisdictional Allocation Ratios
Jurisdictional Sales at Gen Level Kwh Jurisdictional Ratios
Line Month Whise (WPC) | Retail | Total Whise (WPC) | Retail
Actual
5 Jul-13 225,497,021 1,901.738,954 2,127,235,975 010600 0.89400
6 Aug-13 259,243,459 1,845,243 887 1,904,487,346 0.13612 0.85398
7 Sep-13 224,422,066 1,416,002,943 1,640,425,009 0.13681 0.86319
Forecast
8 Jan-14 265,035,810 1,261,404,187 1,626,459,997 0.16296 0.83704
g Feb-14 254,878,103 1,379,474,6258 1,634,352,731 0.15585 0.84405
10 Mar-14 268,012,513 1,600,964 607 1,868,977,120 §.14340 0.85660

Page 2 of Schedule 3 reflects monthly data on the Companies actual fuel costs during the third
quarter of 2013, Specifically, page 2 of Schedule 3 shows total monthly FAC costs incurred
from July through September 2013. For each month (July through September), the Companies
deducted amounts assigned to off-system sales in order to derive the amounts assigned to internal
load. From each monthly internal load amount, the Companies then applied a retail jurisdictional
allocation ratio, calculated as monthly retail sales at the generation level divided by total sales at
the generation level to derive its “Retail FAC Before Renewables”. During the third quarter of
2013, AEP Ohio added amounts totaling $2,472,232 for renewables, which reflects the revenue
requirement associated with solar panels that were installed by CSP and OPCO pursuant to
meeting the renewable energy requirements of Senate Bill 221 as well as other renewable energy
costs. AEP Ohio stated that the forecasted REC costs have been removed from the FAC for
recovery through the AER. The impact of adding the renewables component resulted in the
retail FAC costs that were carried over to Schedule 3, page 1, and from which the Companies’
FAC over/under recoveries for the third quarter of 2013 were derived.

Finally, page 2 of Schedule 3 reflected the Companies’ actual monthly jurisdictional sales at the
generation level for July through September 2013. In addition, this schedule reflected the
Companies” forecasted monthly jurisdictional sales at the generation level for January through
March 2014, from which both the FC and RA components of each Company’s FAC rate were
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calculated as discussed above. In addition, from these forecasted amounts, the Companies
calculated retail jurisdictional allocation ratios of .83704, 84405 and .85660 for each month of
January, February and March 2014,

Second Quarter 2014

On November 13, 2013, AEP Ohio was authorized to unbundle the FAC and establish the
Auction Phase-In Rider (“APIR™), which includes the 10% slice-of-system, energy-only auction
clearing price of $42.78/MWh that was accepted by the Commission Finding and Order dated
February 26, 2014 of Case No. 14-300-EL-FAC, and the Fixed Cost Rider (“FCR™), to replace
the FAC. On March 3, 2014, AEP Ohio submitted the initial quarterly APIR and FCR filings, as
well as quarterly AER filings, for CSP and OPCO, which reflected actual data from September
through December 2013 and projected data for the period April through June 2014. AEP Ohio’s
filing for this quarter included a submittal letter, Schedules 1 through 11 supporting the
Companies proposed calculations for CSP and OPCO, and the explanations of each schedule.
The filing also includes additional copies of Schedules I and 1, reflecting the recovery of the
reconciliation component over nine months instead of three months.

The Companies used the same methodology described above as 1t relates to the format of the
schedules in its initial FAC filing. The sections below discuss AEP Ohio’s second quarter 2014
FAC filings by reproducing Schedule 3, which covers actual costs for October through
December 2013.

Exhibit 7-43

OPCO and CSP Schedule 3, Page 1, April — June 2014

Schedule 3

Paga 1 of 2
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculatlon of Quarterly FAC For Billing During
April 2014 through June 2014
RA
Actual Period - Octobar 2613 through December 2013
Kwh Renewable & Schedule 3, p2 FAC (Dver)Under Carrying Charges Qn Gther Total

Ling Month Retail Nan-Shopping Sales  FAC Revenue FAC Cost Recovery (Qver)Under Recovery Credits’Charges  {OverjUnder Recovery
1 Beginning Balance 3 10,559.859
2 Jot13 1,136.782.562 § 45,324,451 § 46,411,688 § 3087237 % B g - 8 3.087 237
3 Nowi3 1,239.197,737 § 48,338,877 S 52.394.497 § 3,054,620 % - % & 3,054,820
4 Dec13 1,539,513,698 59,202,797 3 57,734.889 § 3,467,908) % - $ $ (1,468,672)
5 Ending Balance 3,915,504,027_ % 153867125 § 158,641,074 § 4673949 5 - % 5 15,233,044
6 Total (Qwer)Under Recovery Balance 3 15,233,044
7 Loss Adjusted Relail Sales Biling Period - kWh 3,484,851,600
8  RA Component al Generalion - Cants/kWh 0.43712

Schedule 3: This two-page schedule represents the Companies’ RA components of their second
quarter 2014 filings. Specifically, page 1 of Schedule 3 reflects the Companies’ beginning
cumulative balance as well as the under-recovery of fuel expenses for each month during the
period QOctober through December 2013, which were calculated as the difference between the
monthly FAC revenues for the fourth quarter of 2013 and the monthly jurisdictional retail FAC
costs for the same period. The second quarter of 2014 did not have any carrying costs or other
charges and credits, thus resulting in total under-recoveries of $15.233 million.

The Companies calculated the RA component of its FAC rate at Generation level by dividing the
under-recoveries by the same forecasted retail non-shopping sales at Generation level referenced
in the Schedule 2 section above. The RA component for this filing was 0.43712 cents per kWh.
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Exhibit 7-44
OPCO and CSP Combined Schedule 3, Page 2, April — June 2014

Schedule 3
Page 2 of 2
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER GOMPANY
Calculation of Quarterly FAC For Bllling During
April 2014 through June 2014
RA Component
Manthly Retai Co
Less = Times = + =
Total Company Assigned 0SS Internal Load ~ Retail Allocation Retail FAC before Retall FAC &
Line Month FAC Cost And Pool FAC Cost Ratio Renewables Renewables  Renewabie Cost
1 Qct-13 § 158,043,903 § 102,654,713 3§ 55,389,190 0.84609 § 46,864,240 $ 1,547,448 $ 48,411,688
2 Now-13 5 145501215 % 86,943,080 § 58,558,135 0.85820 § 50,264,420 § 2,140,077 § 52,394,497
3 Dec-13 § vr428.838 % 113,489,072 § 63,639,766 0.87465 § 556862521 $ 2072368 § 57,734,889
4 Total § 480,673,956 § 303,086,865 § 177,587,091 $ 152781181 § 5759893 § 158,541,074

Monthly Jurisdictional Aflocation Ratios

Retail Sales at Gen Level Kwh

tine |  Month | Retail
Forecast
5 Aprid 1,025,761,491
6  May-14 1,160,409,085
7 Junid 1,308,684,024

Page 2 of Schedule 3 reflects monthly data on the Companies actual fuel costs during the fourth
quarter of 2013. Specifically, page 2 of Schedule 3 (lines 1-4) shows total monthly FAC costs
incurred from QOctober through December 2013. For each month (October through December),
the Companies deducted amounts assigned to off-system sales in order to derive the amounts
assigned to internal load. From each monthly internal load amount, the Companies then applied
a retail jurisdictional allocation ratio, calculated as monthly retail sales at the generation level
divided by total sales at the generation level to derive its “Retail FAC Before Renewables”.
During the fourth quarter of 2013, AEP Ohio added amounts totaling $5,759,893 for renewables,
which reflects the revenue requirement associated with solar panels that were mstalled by CSP
and OPCO pursuant to meeting the renewable energy requirements of Senate Bill 221 as well as
other renewable energy costs. AEP Ohio stated that the forecasted REC costs have been
removed from the FAC for recovery through the AER. The impact of adding the renewables
component resulted in the retail FAC costs that were carried over to Schedule 3, page 1, and
from which the Companies’ FAC over/under recoveries for the fourth quarter of 2013 were
derived.

Finally, page 2 of Schedule 3 reflected the Companies’ forecasted monthly jurisdictional sales at
the generation level for April through June 2014, from which both the FC and RA components of
cach Company’s FAC rate were calculated as discussed above.

Minimum Review Requirements

As noted above, Larkin referred to the objectives and procedures outlined in Appendix E of
former Chapter 4901:1-11 of the Ohio Administrative Code as gutdance for the review
requirements of this project. The purpose of the Uniform Financial Audit Program Standards
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and Specifications for the Electric Fuel Component is to provide uniform standards and
specifications as guidelines for an independent auditing firm which conducted an EFC “financial
audit™’ pursuant to former section 4905.66(B)2) of the Revised Code and former rule 4901:1-
11-09 of the Administrative Code. The EFC “financial audit™ program is only a guide for the
auditor and should not be used to the exclusion of the auditor’s initiative, imagination and
thoroughness.

Section E of those Standards provides for the following Minimum Review Requirements:
The auditor’s review shall include, but not be limited to, a review of:

(1) Purchasing procedures for fuel procurement not under long-term
contracts;

(2} Procedures for accounting for fuel receipts, testing, and payments,;
(3) Procedures for weighing, testing and reporting coal burned,

{4) Procedures for amortizing nuclear fitel costs corresponding fo nuclear
generated energy;

(5) Procedures for recording purchases and interchanges,
(6) Procedures for accounting treatment of emission allowances; and

(7} Procedures for calculating the EFC rate, including an evaluation of the
company s compliance with the financial procedural aspects of former
Chapter 4901:1-11 of the Administrative Code, and its application to
customer bills.

Larkin reviewed AEP Ohio’s procedures for accounting for fuel receipts, testing of samples to
ensure quality, and payments to vendors. OPCO uses the same accounting procedures for fuel
receipts, testing and payments. These procedures are as follows:

— Plant personnel enter the fuel receipts information into the Companies” fuel accounting
system Commodities Tracking software, or ||| I This system contains the terms
and conditions associated with fuel contracts. The system is also utilized to make
payments to suppliers and transportation vendors. In addition, the Accounting

Department creates payment requests through , which in turn is run through a
feed each night to the system, where such payments are
executed.

—  After testing is performed, the resulting analysis is fed into the ||| i system from
the Central Coal Lab system software. Certain purchases are paid for based on
information provided by the Companies’ suppliers, which is then entered into the

system by plant personnel from information provided by suppliers.

*" As noted above, the review of AEP Ohio’s quarterly FAC filings were conducted in accordance with attestation
standards cstablished by the American Institute of Certified Public Accountants.
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Larkin also reviewed the Companies’ procedures for weighing, testing and reporting coal burned
per data request LA-2012/13-1-002. Specifically, consumed tonnage is measured either by belt
scales or weigh feeders as coal is fed into units and/or bunkers. Unit burn samples are collected
using mechanical sampling systems that are in conformance with American Society for Testing
Standards (““ASTM™). In addition, unit samples are collected and sent to the AEP Central Coal
Lab to be analyzed. The analyzed results are then fed into the ||| il system. Bum
reports, which include tonnage and quality characteristics, can be generated by the

system for the relevant reporting period.

OPCQ’s procedures for recording purchases and interchanges of energy, as described in response
to LA-2012/2013-1-003, involves the Company’s Accounting Department being provided
information regarding power purchases from third parties and/or affiliates. The Accounting
Department then records such data into Account 555 — Purchased Power.

The Companies account for fuel at jointly owned generation plants as follows:

OPCO Jointly Owned Generation

OPCO participates in seven jointly-owned power plants. The seven jointly owned power plants
are comprised of the following;

— (ardinal Plant Units 2 and 3 are operated by Cardinal Operating Company and are owned
by Buckeye Power, a non-affiliated partner. OPCO owns Umit 1.

— Amos Plant Unit 3 1s operated and co-owned by Appalachian Power Company (“APCo”).

— APCo also operates Sporn Plant Units 2, 4 and 5, but these units are owned 100 percent
by OPCO.

OPCo participates in four jointly owned power plants with Duke Ohio (“Duke”) and AES
{Dayton Power & Light or “DP&L”) and are referred to as the Cincinnati, Columbus and Dayton
("CCD") owners. These four jointly owned plants include the following:

— Conesville Plant Unit 4 (operated by OPCo)
—  Zimmer Plant (operated by Duke)

— Beckjord Plant Unit 6 (operated by Duke)

—  Stuart Plant (operated by AES-DP&L)

Cardinal Plant Units 2 and 3

— The total costs of the entire plant are recorded in a fuel ledger and then such costs are
allocated to the joint owners.

— The current month’s fuel receipts are added to Beginning Inventory. From this, a
weighted average rate is determined for the Available Tons in Inventory. Consumed
expense is then calculated at the available rate for the consumed tons.

— Ending Inventory is calculated as Available Inventory less Consumption.

R S R N I NI, > "
Management/Performance and Financial Audits of the Fuel and Purchased 7-54
Power and Alternative Energy Riders of the Ohio Power Company




The joint owners’ share of ending inventory is based on twelve-month generation taken.
This amount is updated quarterly.

The calculation for the joint owners’ consumption is based on the energy taken each
month. Joint owners’ receipts are calculated as the difference between Beginning
Inventory and Available Inventory.

Available Inventory is calculated as Ending Inventory pius Consumption,

Amos Plant Unit 3

The total costs of the entire plant are recorded in a fuel ledger and then such costs are
allocated to the joint owners,

The current month’s fuel receipts are added to Beginning Inventory. From this, a
weighted average rate is determined for Available Tons in Inventory. Consumed expense
is then calculated at the available rate for the consumed tons.

Ending Inventory is calculated as Available Inventory less Consumption.

A portion of this plant’s Ending Inventory is allocated to segregate the jointly-owned
Unit 3 from the non-jointly owned units. This allocation is based on projected
consumption by unit.

OPCo owns two-thirds of Unit 3 Ending Inventory and associated monthly consumption.

The joint owners’ receipts are calculated as the difference between Beginning Inventory
and Available Inventory.

Available Inventory is calculated as Ending Inventory plus Consumption.

Plant Units 2, 4 and 5

The total costs of the entire plant are recorded in a fuel ledger and then such costs are
allocated to the joint owners.

The current month’s fuel receipts are added to Beginning Inventory. From this, a
weighted average rate is determined for Available Tons in Inventory. Consumed expense
is then calculated at the available rate for the consumed tons.

Ending Inventory is calculated as Available Inventory less Consumption.

A portion of this plant’s Ending Inventory 1s allocated to segregate the units owned by
APCo (Units 1 and 3) and the units owned by OPCO (Units 2, 4 and 5). This allocation
15 based on projected consumption by unit.

Consumption is calculated based on the tons consumed by unit at the available rate for
total plant inventory.

The joint owners’ receipts are calculated as the difference between Beginning Inventory
and Available Inventory.

Available Inventory is calculated as Ending Inventory plus Consumption.
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— Sporn Unit 5 was retired in February 2012.

The same accounting methodology is used at all four CCD jointly owned OPCo power plants, as
iltustrated below:

— The total costs of each plant are recorded in a fuel ledger and then such costs are
allocated to the joint owners.

~ The current month’s fuel receipts are added to Beginning Inventory. From this a
weighted average rate is determined for Available Tons in Inventory. Consumed expense
is then calculated at the available rate for the consumed tons.

— Ending inventory is calculated as Available Inventory less Consumption.

— OPCo, Duke and AES-DP&L all have an ownership share of their respective plant’s
ending inventory. Each joint owner’s consumption is calculated based on a composite
ratio. This ratio represents the energy used for the month plus an ownership portion,
which represents the energy necessary to maintain each unit in a state of readiness. Each
joint owner’s receipts are calculated as the difference between Beginning Inventory and
Available Inventory with Available Inventory calculated as Ending Inventory plus
Consumption.

— An additional allocation is calculated for both the Conesville Unit 4 (for 2012 only) and
Beckjord Unit 6 power plants. Plant inventory is allocated, based on historic
consumption, to segregate a portion of the total coal pile between the jointly owned unit
and the non-jointly owned unit(s). With respect to the units operated by Duke and
DP&L, these companies bill the other CCD owners for their respective portion of coal
optimization credits/charges which are recorded as part of fuel consumed.

Larkin requested in LA-2012/2013-1-119 that, for each month of 2012 and 2013, the Company
provide copies of invoices issued to AEP Ohio for fuel, transportation and consumables for each
jointly owned plant. In response, AEP Ohio provided five confidential attachments (A-D)?,
which were copies of invoices from Dayton Power & Light Company ("DP&L"), Duke Energy
("Duke"} an Duke Energy Ohio ("Duke Ohio").

The first set of invoices {Confidential Attachment A) were issued to CSP and/or AEP Ohio by
DP&L in 2012 and 2013 and were broken out by the Company's share of the fuel related
categories: (1) coal related items, (2) oil related items, (3} net change in M&S, and (4) CSP's
share of gains and losses. Of these four categories, the coal related items made up the vast
majority of the charges on each of the invoices. In addition, for each invoice, a separate
workpaper titled "Coal Inventory Transactions" was attached which show how the coal related
portion of each invoice was derived. The exhibit below provides a summary of the categories
that comprised the DP&L invoices issued to CSP in 2012. B

*# Attachment B is in two parts, thus a total of five confidential attachments,
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Exhibit 7-45

As shown in the exhibit in Column D, the 2012 activity reflects net losses totaling || |Gz
The exhibit below provides a similar summary of the categonies that comprised the DP&L
invoices issued to CSP 1 2013.

Exhibit 7-46

As shown in the exhibit in Column D, the 2013 activity reflects net gains totaling S|l

The transactions included on the fuel related inveices that Duke 1ssued to CSP and OPCO in
2012 and 2013 include a line item called "Coal Margin Settlement” and another titled "Broker
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Fees". AEP Ohio stated that the combination of these two items represent coal sales/transfer
losses, which are included in the FAC.

Exhibit 7-47

As shown in the exhibit above, the 2012 activity reflects net coal sale losses of
Column F in the exhibit below summanizes

Exhibit 7-48

—
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Of the invoices the Company received from the joint owners in 2012 and 2013, AEP Ohio
provided the following summary of the portions from each invoice that are included in the FAC:

DP&IL Fuel Related Bills

e Coal consumed and coal sales/transfers gains/losses {(Account 5010001} are included in
the FAC.

¢ Qil consumed (Account 5010019} is included in the FAC.

DP&L O&M Related Bills
These DP&L billed O&M costs are included in the FAC:
¢ Fuel (Ash Handling (Account 5010000)

s Fuel Procurement - Unloading and Handling {Account 5010003)
o Ash Sale Proceeds (Account 5010012)

¢ Gypsum Handling/Disposal Costs (Account 5010027)

o Urea Expense (Account 5020002}

¢ Limestone Expense (Account 5020004)

Duke Related Fuel Bills

» Coal consumed and coal sales/transfers gains/losses (Account 5010001) are included in
the FAC.

¢ 01l consumed (Account 5010019) is included in the FAC.

Duke O&M Related Bills
These Duke-billed O&M costs are included in the FAC:
+ Fuel Procurement - Unloading and Handling (Account 5010003)
* Ash Sale Proceeds (Account 5010012)
* Gypsum Sale Proceeds (Account 5010028)
» Lime Expense (Account 5020001)
¢ Trona Expense {(Account 5020003)
¢ Lime Hyrdrate Expense (Account 5020004)

Management/Performance and Finaneial Audits of the Fuel and Purchased 7-59
Power and Alternative Energy Riders of the Ohio Power Company



FAC Deferrals

In its July 31, 2008 Application for an Electric Security Plan (and FAC), AEP Ohio proposed
mitigating the rate impact of any FAC increases on its customers by phasing in the new ESP
rates by deferring a portion of the annual incremental FAC costs during the three-year ESP
period ending December 31, 2011. Specifically, AEP Ohio proposed that the amount of
incremental FAC costs to be recovered from customers would be such that total bill increases
would not be more than 15 percent during each vear of the ESP. However, in its Opinion and
Order dated March 18, 2009, the PUCO modified AEP Ohio’s proposal to mitigate the rate
impact on customers by limiting the phase-in of any FAC cost increases on a total bill basis by
the following percentages:

2009 2010 2011
Columbus Southern Power 7% 6% 6%
Chio Power Company 8% 7% 8%

As a result of implementing this Order, CSP had 17 different FAC rates and OPCO had 23
different FAC rates. The PUCO stated that the collection of any deferrals, including carrying
costs that are remaining at the end of the ESP “shall occur from 2012 through 2018 as necessary
to recover the actual fuel expenses incurred plus carrying costs.™”

As noted above, the original ESP period ("ESP 1"} ended December 31, 2011. On December 14,
2011, a second ESP {("ESP 2") was approved by the Commission in Case No. 11-346-EL-S50,
which had an effective date of Janunary 1, 2012. On December 31, 2011, CSP and OPCO merged
and OPCO was the resulting company out of the merger. The initial Commission Order in that
proceeding authorized separate rate zones for former CSP and OPCO customers, but a uniform
FAC rate was established. However, on February 23, 2012, in its Entry on Rehearing, the
Commusston reversed its authorization of ESP 2 which resulted in OPCO filing a modified ESP
application, and which the Commission ultimately approved on August 8, 2012 with certain
modifications.

Specifically, the Commission's Order required that the FAC rates for CSP and OPCO revert back
to being on an unmerged basis and that a new Alternative Energy Rider ("AER") be established
in order for AEP Ohio to recover certain alternative energy costs that had been previously
recovered through the FAC. In addition, the Commission directed that AEP Ohio transition to a
competitive retail marketplace for generation through an auction process. The initial auction
reflects an energy auction of 10% delayed until April 1, 2014, Subsequently, on June 1, 2014,
now delayed until November 1, 2014, 60% of the Company's SSO energy load will provided by
auction and 100% of OPCO SSO requirements will be supplied through auction beginning
January 1, 2015. As a result, the FAC will terminate on December 31, 2014

In LLA-2012/2013-1-56, Larkin requested that AEP Ohio provide, for CSP and OPCO separately,
the most current estimates and projections of the deferred FAC costs through the end of the ESP
period. In addition, for CSP and OPCO, LA-2012/2013-1-56 requested an estimate of the
collection period necessary to fully recover the deferred FAC costs after the ESP period ends,

% See PUCO’s Opinion and Order dated March 18, 2009 at page 23.
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including an estimate of the prospective surcharge and rate impact. In response, AEP Ohio
stated that it had not projected the deferred FAC costs through the ESP term, but the Company
had designed the Phase-in Recovery Rider ("PIRR") to collect the deferral balances for OPCO
and CSP over a 7 year period, per the Commission's Order in Case No. 11-346-EL-SSO and 11-
348-EL-SSO. AEP Ohio did not provide a deferral balance for CSP or OPCo as of December
31, 2012, but stated that OPCQO's deferral balance was $492,390,964 as of December 31, 2013.
In addition, AEP Ohio stated that it issued a SEET®" refund to CSP customers which reduced
CSP's deferral balance to zero as of December 31, 2013.

L.A-2012/2013-1-5 asked the Companies to identify, by amount and account, any fuel amounts
being deferred that affected the review period and to explain why such amounts were being
deferred. In its response, AEP Ohio stated that no fuel amounts were deferred during the audit
penod that affected the recorded fuel cost.

The Companies’ response to data request LA-2012/2013-1-47, which requested a complete set of
supporting workpapers for all the calculations in the quarterly FAC filings for the review period
(and discussed in more detail later in this report), included the Accounting Department's
summary schedules and monthly FAC workbooks of actual cycle calculations of under/over
recovery, as well as carrying charge calculations. The Company also provided monthly AER
wotkbooks of estimated cycle calculations of under/over recovery. The monthly FAC
workbooks are discussed in more detail in a later section of this chapter. The AER workbooks
and information supporting the AER rates is discussed in Chapter 8.

Review Related To Coal Order Processing

The following is a description of AEP Ohio’s procedures for processing fuel purchase orders (per
LA-2012/2013-1-6):

* A coal buyer determines the current market and price of available coal by various methods,
including market publications, discussions with coal producers, and initiating a request for
proposal, all of which are based on the following: (1) projected coal needs, (2) inventory
levels of an operating unit and/or plant, and (3) the availability and price of coal in the
markets.

® The buyer will analyze the offers received. An award will be made based on the following:
(1) cost, (2) compatible quality, and (3) credit approval.

¢ The coal buyer also creates a justification, which is the basis for a proposed fuel purchase
order. This justification is routed to key management personnel whose approval is required
for the fuel purchase order to be executed.

* Once internal approval of the purchase order has been established and has been returned by
the counterparty, a formal purchase order is assembled and entered into the Company’s fuel
accounting systemni,

0o . - -
6 Significant Excessive Earnings Test.
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Purchase Orders And Approved Purchase Requisitions

Data requests LA-2012/2013-1-7 and LA-2012/2013-1-8 requested copies of fuel purchase
orders (“POs”) and approved purchase requisitions recorded in July 2012 and July 2013. In
response, AEP Ohio referred to the confidential response to EVA-2012/2013-1-3. The response
to EVA-2012/2013-1-3 included two confidential attachments, which were summaries of all new
coal PQs that were in place or executed in both 2012 and 2013. These summaries also included
a listing of any POs to which change orders were made along with a notation which indicated the
justification for each change order. AEP Ohio also provided the POs, amendments, and
justification for fuel oil PO's executed in 2013 as well as natural gas PO's executed in 2012 and
2013. As the number of POs in the confidential attachment was voluminous, Larkin selected a
sample of POs for review. Each PO that Larkin selected was properly executed and was
accompanied by an intercompany memo which summarized the details of the corresponding PO.
No exceptions were noted.

Invoice and Voucher Procedures

In order to enable us to track the Company’s processing of fuel invoices, Larkin obtained copies
of cash vouchers and payment documentation for fuel purchases recorded in July 2012 and July
2013. These documents were provided in the confidential response to data request LA-
2012/2013-1-9.

For CSP, the confidential information provided in LA-2012/2013-1-9 included payment
documentation for the Conesville plant. For OPCO, the information provided in LA-2012/2013-
1-9 included payment documentation for the Gavin, Mitchell, Kammer, and Muskingum River
plants. For each purchase, this documentation included a summary of invoices paid by CSP and
QPCo, invoices, payment vouchers (with supporting detail), and a report titled “Penalty/Premium
Pricing Report”, which is a detailed calculation report of the amounts due to the Companies
vendors for deliveries under a given contract or purchase order. Also included was a report titled
"Daily Fuel Report", which recorded the daily unit activity for July 2012 and July 2013, the year
to date unit activity, and the commodity total and shipments for the months of July 2012 and July
2013 and July 2012 and July 2013 year to date.

Larkin’s review included tracing the invoices to the supporting data that was provided by the
Companies. Larkin first examined each invoice and compared the vendor name, invoice number
and invoice date to the accompanying voucher and voucher supporting detail (a document called
a “Request for Payment Detail”). The Request for Payment Detail broke out the purchases by
station, source date, commodity, entry type, description, quantity and value. We then traced the
total of the amount(s) listed for each generating station on the Requests for Payment Detail to the
invoices and Penalty/Premium Pricing Reports. No exceptions were noted.

Fuel Ledger

Larkin reviewed the data the Company's provided in response to LA-2012/2013-1-10, which
requested OPCO’s fuel ledgers for the pertod January 2012 through December 2013. Upon
reviewing the fuel ledgers, including accompanying reconciliation pages, Larkin was able to tie
the amounts shown to the FAC workbooks provided in LA-2012/2013-1-47 and the general
ledger (See additional discussion below).
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BTU Adjustments

As part of its review, Larkin requested that the Companies provide documentation for Btu
adjustments for fuel purchases recorded in July 2012 and July 2013 per data request LA-
2012/2013-1-11. In its response, AEP Ohio referred to the response to data request LA-
2012/2013-1-15, in which AEP Ohio provided confidential documents titled “Analysis Results
Summary Report”. AEP Ohio provided these confidential reports for the following power
plants: Cardinal, Cook Coal Terminal, Conesville, Gavin, Kammer, Mitchell, and Muskingum
River. Upon its initial review of the Analysis Results Sumimary Reports, Larkin noted that each
such report had a calculation under the heading “Btu”. From these reports, Larkin compared the
Btu adjustment calculation to the specific contract as well as recalculated the amounts used in the
Btu adjustment calculation. No exceptions were noted.

Larkin reviewed the 2012 and 2013 Btu adjustment examples provided by the Company in
response to LA-2012/13-10-02, as shown below:

|
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.
Freight And Barge Vouchers

LA-2012/2013-1-12 requested that AEP Ohio provide freight cash vouchers for two days of coal
receipts in July 2012 and July 2013 as well as copies of the portions of the corresponding coal
received reports. For CSP, the confidential response to LA-2012/2013-1-12 included
documentation related to nine payments that CSP made for freight associated with coal received

at the Conesville Plant during July 2012, including 4 payments to 4
W and 1 payment , and one payment to

during July 2013. Specifically, this documentation included:

— Copies of invoices for each of the payments referenced above;

— Copies of payment vouchers (each also including a Request for Payment Detail) that are
associated with those payments; and

— Copies of documents titled “Transportation Cost Report”, which provides a breakout of
the coal deliveries to which the total freight costs shown on the payment vouchers and
invoices relate.

Upon reviewing the aforementioned documents, Larkin verified the freight costs reflected on the
Transportation Cost Reports to the invoices. In addition, Larkim tied out the amounts reflected
on the invoices and Transportation Cost Reports to the payment vouchers. No exceptions were
noted.

For OPCO, the confidential response to LA-2012/2013-1-12 included documentation related to
seven payments during July 2012 that OPCO made for freight associated with coal received at
the Muskingum River station, including five payments to , and two
payments to . and ten payments during July 2013, including five
payments to , two payments to , and three payments to
Specifically, this documentation included:

— Copies of invoices and/or freight bills for the payments referenced above;

— Copies of payment vouchers (each also including a Request for Payment Detail) that are
associated with those payments;

— Copies of Transportation Cost Reports, which provides a breakout of the coal deliveries
to which the freight costs shown on the payment vouchers and invoices/freight bills
relate;

Larkin verified that the freight costs reflected on the Transportation Cost Reports ties to the
corresponding invoices. In addition, Larkin tied out the amounts reflected on the invoices and
Transportation Cost Reports to the payment vouchers. No exceptions were noted.

LA-2012/2013-1-13 requested that AEP Ohio provide two cash vouchers from each barge
company for coal unloaded at Company plants during July 2012 and July 2013 as well as copies
of the portions of the corresponding coal unloading reports and purchase orders. In response,

ety R R R RTINS
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AEP Ohio stated that Conesville and Picway (former CSP plants) do not incur any barging costs
and that the Company’s remaining barging services are provided by AEP River Transportation
Division ("RTD"), and AEP affiliate. OPCO’s barging services are discussed in further detail in
the AEP River Transportation Division section of this report. As the RTD is an affiliated
company of OPCO, RTD issues a monthly invoice, which is settled by an inter-unit journal
entry. As part of its response to LA-2012/2013-1-13, AEP Ohio provided a confidential copy of
the journal entry, RTD invoices for July 2012 and July 2013, which included data related to coal
shipments received at the Gavin, Kammer, Mitchell, and Muskingum River plants. In addition,
the Companies’ provided copies of Transportation Cost Reports, which provided the detail for
barging shipments of coal received in July 2012 and July 2013 for the noted plants.

Upon reviewing and comparing the data listed on the July 2012 and July 2013 RTD invoices
(documents titled Billed Freight ~ Coal — Captive) and the July 2012 and July 2013 ||| N ] R
Transportation Cost reports, Larkin was able to verify the quantities and prices from the

reports to the RTD invoice.

Fuel Analysis Reports

LA-2012/20103-1-14 requested that AEP Ohio provide the Company's procedures for preparing
monthly fuel analysis reports. In response, AEP Ohio stated that fuel analysis data is captured in

the and fed to the |Gz system.

In addition, AEP Ohio stated that monthly fuel analysis reports can be generated for each plant
from the [N system.

LA-2012/2013-1-15 requested that AEP Ohio provide copies of fuel analysis reports related to
fuel purchases recorded during July 2012 and July 2013, In its confidential response the
Company provided copies of the aforementioned Analysis Results Summary Reports for the
Cardinal, Conesville, Cook Coal Terminal, Gavin, Kammer, Mitchell, and Muskingum River
plants. These reports listed the Companies’ fuel purchases by mine, station and vendor, and
broke out the fuel purchases by quantity, moisture, ash, sulfur, SO2 lbs/mmBTU's, and BTUs on
an "as received" as well as a "dry" basis.

Retroactive Escalations

Larkin requested that AEP Ohio identify all pending or approved retroactive escalations that
affect tuel cost for the period January 2012 through December 2013. In response to LA-
2012/2013-1-16, the Company stated that there are no pending retroactive escalations and
summaries of approved escalations were provided with EVA-2012/2013-1-1 in a confidential
attachment.

Review Related To Station Visitation And Coal Processing Procedure

Larkin conducted a site visit to OPCO’s Cardinal Plant ("Cardinal") on February 21, 2014, Data
requests LA-2012/2013-1-17 through LA-2012/2013-1-39 relate to fulfilling the objectives of the
station visit and the review of the Company’s coal processing procedure from the receipt of coal
to the disposition of fly ash.
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A description of the Companies’ coal receiving procedures and controls for shortages, overages,
and other discrepancies for the Cardinal plant was provided in AEP Ohio’s response to LA-
2012/2013-1-17. The coal is delivered to the Cardinal Unit 1 plant by one of two ways: truck or
barge.

For barge coallj . 2 contracted company, handles the harbor and movement of the
barges. This process is overseen by Cardinal yard personnel. The coal is taken directly to the
coal silos or coal pile. Shipped and unloaded weights are maintained in ||| . where they
can be verified in the system. Corrections to volumes are recognized through coal pile surveys
conducted semi-annually.

For truck coal, the coal is dumped directly to the truck hopper. Similar to barge coal, trucked
coal 1s taken to either the coal silos or to the coal pile.

LA-2012/2013-1-18 asked AEP Ohio to describe the process of how coal is weighed when it is
received. Inresponse, the Company's stated that Cardinal Unit 1 utilizes a belt scale to weigh the
coal tons that are unloaded from barges. In addition, inbound and outbound truck scales are used
to weigh the truck.

LA-2012/2013-1-19 and LA-2012/2013-1-19 asked AEP Ohio to describe how freight bill and
car number discrepancies are handled and to describe how damaged railroad cars are checked
and who investigates shortage claims. In response to both data requests, AEP stated that no rail
coal is received by Cardinal Unit 1.

LA-2012/2013-1-38 requested a description of how freight bills, barge number and coal quantity
and quality discrepancies are handled. In response, the Company stated that such discrepancies
are handled in the following manner:

e AEPSC Fuel Accounting pays the barge freight bills for Cardinal Unit I and Cardinal plant
personnel verify barge numbers at the time of unloading and noted discrepancies are verified
with AEP River Operations.

¢ Both loaded and unloaded weights are maintained in the - system and large
discrepancies are verified with the vendor.

e Quality discrepancies based on unloaded quality are raised by the supplier and addressed by
fuel procurement. As it relates to coal that is based on the supplier quality check samples are
taken at the plant to verify the quality and noted discrepancies are addressed by fuel
procurement.

1.A-2012/2013-1-39 requested a description of how damaged barges are checked and who
instigates claims for shortages. In response, AEP Ohio stated that barges are inspected upon
receipt at the harbor and that any notices of damaged barges are provided to AEP River
Operations where all repairs are performed.

A description of the Company’s coal sampling procedures was provided in response to LA-
2012/2013-1-22 as follows:

e As barge coal is received at Cardinal, it is sampled by a mechanical coal sample system. As
for trucked coal, each truck is sampled by a mechanical auger that is run by PSI, an
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independent contractor. The coal is sampled by a mechanical coal sampler as it is taken to
the unit for consumption.

¢ All samples are further processed at the plant and are then sent to the AEP Coal Laboratory
for analysis. Samples are labeled with a bar code and this bar code is entered into
and is used to identify the sample, while maintaining anonymity at the lab. Samples are then
shipped to the lab using the AEP internal mail system. A third party carrier is utilized to ship
the sample to the lab in situations where the analysis of a sample needs to be expedited. The
lab scans the bar code and all laboratory analysis are assigned to the sample by that bar code.

LA-2012/2013-1-23 requested that for each Company operated coal-fired plant, that AEP Ohio
identify the portion of total coal deliveries that were not analyzed at the point of receipt. In its
confidential response, AEP Ohio provided a table that reflects the requested percentages, which
Larkin has reproduced in the exhibit below.

Exhibit 7-49
Percentage of Coal Deliveries Not Analyzed

In response to Larkin's inquiry as to why such a relative high percentage of coal deliveries
were not analyzed, especially at Gavin and Kammer, AEP Ohio stated that coal is unable to be
analyzed by point of receipt when the sampling equipment is down for maintenance.®!

LA-2012/2013-1-24 asked the Company to provide its procedures for sampling and testing
Powder River Basin ("PRB") coal and to provide the associated documentation from the
Company's vendors. In response, AEP Ohio stated it does not have procedures in place for
sampling and testing PRB coal since shipments originating in the PRB are paid on vendor
analysis. In addition, AEP Ohio provided 3 confidential attachments which were comprised of
"Penalty/Premium Pricing Reports", which reflected the quality analyses that was entered into
the Company's fuel accounting system for payment on PRB deliveries received during 2012 and
2013. In addition, AEP Ohio provided "Shipment Quality Reports", which reflected the analysis
performed by OPCO's suppliers as it relates to PRB coal shipped to Gavin and Kammer.

LA-2012/2013-1-25 requested copies of the reports related to the annual field visit and
inspection of PRB mines that are conducted by AEP and in which included the sampling
procedures used at the PRB mines and/or load-out locations from each mine from which plants
that are owned or operated by or for CSP and OPCO receive coal. In its response, AEP Ohio
stated:

* Response to LA-2012/2013-11-01.
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During the period of September10 ™ — 12" 2013 Freelin Wright, Manager of the AEP
Central Coal Lab, accompanied by Mary Dishon, Transportation Coordinator FEL,
Patrick Mears, Production Engineer Dolet Hills and Russell Stanfield, FEL Western

Field Representative visited the following PRB load outs and their onsite labs:

During the visits the sample systems at each location that generated the payment samples
were visually inspected and an explanation of their sampling processes was given by the
Coal Company represemtatives. All the systems were found to be in good mechanical
condition and sized correctly for the lois to be sampled. All the locations had
documentation of Bias Tests and ongoing sample system quality control reports.

The on site labs for each site were toured and guality control procedures and
documentation were shared by the Lab supervisors. The labs were all third party
facilities either managed by * All the facilities were found to

contain up to date equipment and knowledgeable employees.

Overall there was nothing that was observed that would lead us to believe that ASTM
D05 procedures and best industry practices were not being adhered to in the collection
and analysis of the payment samples at the locations visited,

Russ Stanfield also makes multiple trips to the PRB, that total to approximately four
weeks each year, to observe the semi-annual calibrations at most of the mines in the
PRB.

Scale calibration logs for the periods January through July 2012 and January through July 2013
were requested in LA-2012/2013-1-26. In its response, AEP Ohio provided two confidential
Excel files (for 2012 and 2013), which contained belt scale calibration data for the requested
periods for the Cardinal, Conesville, Gavin, Kammer, Mitchell, Muskingum River and Picway
plants. With the exception of a few instances where minor items were documented (e.g. belt
alignment, dirty weigh bridge, etc.) there were generally no problems noted on the scale
calibration logs.

A description of the procedures followed when coal scales are inoperable was provided in the
response to LA-2012/2013-1-27 including:

s If the barge scale is inoperable at Cardinal, a coal shipment's weight is determined at the
loading point,

s If either truck scale happens to inoperable, the receipt of trucks is halted until the scale is
repaired.

Copies of laboratory sampling reports for coal purchases recorded in July 2012 and July 2013
were requested in LA-2012/2013-1-28 in order to compare such reports with accounting and
purchasing records. The Companies’ confidential response included the previously noted
“Analysis Results Reports” and included data related to coal sampling at the Cardinal plant that
occurred in July 2012 and July 2013.

AEP Ohio’s procedure for handling coal from the stockpile to the firebox or boiler at the
Cardinal plant was provided in response to LA-2012/2013-1-29. Specifically, coal is either fed
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from one of three coal silos or it is reclaimed directly from the coal pile onto belts which feed the
units. Each of these belts has a belt scale which tabulates the tons before they are fed into the
unit supply bunkers. The coal is then fed from the bunkers to the pulverizers and across feeder
belts. These feeder belts also have the ability to weigh the coal. Upon being pulverized, the coal
is transferred to the unit for consumption by air.

AEP Ohio’s procedure for taking physical inventories of coal and fuel oil is described in the
response to LA-2012/2013-1-30. Specifically, fuel o1l is measured monthly by using a tank level
indicator and physical inventories of coal pile inventory are conducted twice a year. If the
difference between book and physical inventory is two percent or greater of the coal consumed,
then a second physical inventory is conducted within six months. A Circular Letter dated
October 17, 1996 (and revised November 12, 2007), which outlined specific coal pile inventory
procedures and guidelines, was provided as a confidential attachment to AEP Ohio’s response to
LA-2012/2013-1-30.

The Company provided working papers on physical inventories taken at the Cardinal plant in
June and December 2012 and June 2013 in the response to LA-2012/2013-1-33, which consisted
of the following documentation:

¢ Journal Entry Detail Reports

» Fuel Ledger for Cardinal

e Cardinal Station Survey Analysis Reports

s Intercompany emails and memos

e Inventory Ledger for the Cardinal plant

e (Coal Receipts Ledger for the Cardinal plant
e Daily Fuel Reports

» Coal Storage Inventory Reports

¢ Fuel Data Reporting System reports

The documentation listed above included four intercompany memos, which described the results
of the Coal Storage Inventory Reports. The Spring 2012 memo (dated June 21, 2012), which
discusses a coal pile survey conducted at Cardinal in May 2012 (encompassing the period
December 6, 2011 through May 30, 2012 at Units 1, 2 and 3), stated in part:

In accordance with AEP System Accounting Bulletin #4, the following corrections are
required to book inveniories. The book inventory correciion for the Units &2 Pile
(High Sulfur) is 59,924 tons, to be apportioned to consumption as follows: Unit 1: 18,032
tons, Unit 2. 38,731 tons, and Unit 3: 3,161 tons. The book inventory correction for the
Unit 3 Pile (Low Sulfur) is 2,051 tons, to be apportioned to consumption as follows: Unit
10617 tons, Unit 2: 1,326 tons, and Unit 3. 108 tons. All corrections are weight
averaged, based on the total coal consumption for each unit.

The exhibit below summarizes the Spring 2012 coal pile inventory adjustments described above.
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Exhibit 7-50
Coal Pile Inventory — Cardinal Plant {(Spring 2012)

In order to determine the dollar impacts associated with these inventory adjustments, Larkin
reviewed a document titled "Cardinal Station Survey Analysis June 2012 Spring Survey”
(provided in the response to LA-2012/2013-1-33), in which the 61,975 ton variance noted above
was broken out on a line item referred to as the "Actual Unit Tons Per File" in the manner shown
in the exhibit below.

Exhibit 7-51
Actual Unit Tons per File — Cardinal Plant {Spring 2012)

In addition, this document reflected an additional breakout of this variance on a line item referred
to as "Survey Adjustment Tons", in which the 61,975 tons were apportioned between OPCO and
Buckeye. It was from these apportioned amounts that AEP Ohio reflected the dollar impacts
associated with the inventory adjustments related to the Spring 2012 physical coal inventory as
shown 1n the exhibit below.

Exhibit 7-52

Dollar Impacts Associated with Coal Pile Inventory Adjustments — Cardinal Plant (Spring
2012)

As shown in the exhibit above, AEP Ohio's coal inventor

adjustments reflected debats to
Account Nos. 1510001 and 1520000 in amounts totaling h and [ respectively.
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The OPCO related portion of these amounts were ||| NG
*. The related credits were made to Account

Nos. 5010013 and 5010003, respectively.

The Fall 2012 memo (dated January 3, 2013), which discusses a coal pile survey conducted at
Cardinal in December 2012 (encompassing the period May 30, 2012 through December 18, 2012
at Units 1, 2, and 3), stated in part:

In accordance with AEP System Accounting Bulletin #4, the following corrections are
requived to book inventories. The book inventory correction for the Units 1&2 Pile
(High Sulfur) is 72,3435 tons; the book inventory correction for the Unit 3 Pile (Low
Sulfur) is 1,109 tons to be apportioned to consumption as follows: Unit 1 32,074.63
tons, Unit 2: 40,270.37 tons, and Unit 3: -1,109 tons. All corrections are weight
averaged, based on the total coal consumption for each unit.

The exhibit below summarizes the Fall 2012 coal pile inventory adjustments described above.

Exhibit 7-53
Coal Pile Inventory — Cardinal Plant (Fall 2012)

Similar to the Spring 2012 physical inventory adjustment, in order to determine the dollar
impacts associated with the inventory adjustments, Larkin reviewed a document titled "Cardinal
Station Survey Analysis December 2012 Winter Survey" (provided in the response to LA-
2012/2013-1-33), in which the 71,236 ton variance noted above was broken out on "Actual Unit
Tons Per File" line item as shown in the exhibit below.

Exhibit 7-54
Actual Unit Tons per File — Cardinal Plant {Fall 2012)

In addition, this document reflected an additional breakout of this variance on a line item referred
to as "Survey Adjustment Tons", in which the 71,236 tons were apportioned between OPCO and
Buckeye. It was from these apportioned amounts that AEP Ohio reflected the dollar impacts
associated with the inventory adjustments related to the Fall 2012 physical coal inventory as
shown 1n the exhibit below.
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Exhibit 7-55
Dollar Impacts Associated with Coal Pile Inventory Adjustments — Cardinal Plant (Fall
2012)

As shown in the exhibit above, AEP Ohio's coal inventory adjustments reflected debits to
Account Nos. 1510001 and 1520000 in amounts totaling
The OPCO related portion of these amounts were

. Similar to the previously discussed
inventory adjustment, the related credits werc made to Account Nos. 5010013 and 5010003,
respectively.

The Spring 2013 memo (dated June 26, 2013), which discusses a coal pile survey conducted at
Cardinal in June 2013 (encompassing the period December 18, 2012 through June 5, 2013 at
Units 1, 2, and 3), stated in part:

In accordance with AEP System Accounting Bulletin #4, the following corrections are
required to book inventories. The book inveniory correction for the Units 1&2 Pile is
70,069 tons: the book inventory correction for Unit 3 is 19,941 tons, to be apportioned to
consumption as follows: Unit 1: 29,221.45 tons, Unit 2: 40,847.35 tons, and Unit 3:
19,941 tons. All corrections are weight averaged, based o the total cost consumption
Jor each unit.

The exhibit below summarizes the Spring 2013 coal pile inventory adjustments described above.

Exhibit 7-56
Coal Pile Inventory — Cardinal Plant (Spring 2013)

Coal Pile Inventory - Cardinal Plant (Spring 2013)

Description Units 1&2 |Unit 3 Total
Book Inventory (Tons) 505,191 1 163243 | 668,434 |
Survey Inventory (Tons) | 575,260 | 183,183 | 758443
Difference, Book-Survey (Tons) | _ (70.069)f (19.941)] (900
Percent of Book Value | -139%| -12
Percent of Coal Consumed -5.4%
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Similar to the 2012 physical inventory adjustments, in order to determine the dollar impacts
associated with the Spring 2013 inventory adjustments, Larkin reviewed a document titled
"Cardinal Station Survey Analysis June 2013 Spring Survey” (provided in the response to LA-
2012/2013-1-33), 1 which the 90,010 ton variance noted above was broken out on "Actual Unit
Tons Per File" line item as shown in the exhibit below.
Exhibit 7-57
Actual Unit Tons per File — Cardinal Plant (Spring 2013)

L L S P

B Unit! | Unit2 | Unit3 | Total
Actual Unil Tons per File 23,613.00 | 32.940.00 | 33457.00 | 90,010.00

In addition, this document reflected an additional breakout of this variance on a line item referred
to as "Survey Adjustment Tons", in which the 90,010 tons were apportioned between OPCO and
Buckeye. It was from these apportioned amounts that AEP Ohio reflected the dollar impacts
associated with the inventory adjustments related to the Spring 2013 physical coal inventory as
shown in the exhibit below.

Exhibit 7-58
Dollar Impacts Associated with Coal Pile Inventory Adjustments — Cardinal Plant (Spring
2013)

As shown in the exhibit above, AEP Ohio's coal inventory adjustments reflected debits to
Account Nos. 15310001 and 1520000 in amounts totalin
The OPCO related portion of these amounts were

. Similar to the previously
discussed inventory adjustments, the related credits were made to Account Nos. 5010013 and
5010003, respectively.

The Fall 2013 memo (dated December 30, 2013), which discusses a coal pile survey conducted
at Cardinal in December 2013 (encompassing the period June 4, 2013 through December 17,
2013 at Units 1, 2, and 3), stated in part:

In accordance with AEP System Accounting Bulletin #4, the following corrections are
required to book inventories. The book inventory correction for the Units 1&2 Pile is
66,566 tons: the book inventory correction for Unit 3 is 14,248 tons, to he apportioned to

L s o T T A S R T SN
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consumption gs follows: Unit 1: 36,542.64 tons, Unit 2: 30,023.36 tons, and Unit 3:
14,248 tons. All corvections are weight averaged, based on the total cost consumption
for each unit.

The exhibit below summarizes the Fall 2013 coal pile inventory adjustments described above.

Exhibit 7-59
Coal Pile Inventory — Cardinal Plant (Fall 2013)

e e

Similar to the previously discussed physical inventory adjustments, in order to determine the
dollar impacts associated with the Fall 2013 inventory adjustments, Larkin reviewed a document
titled "Cardinal Station Survey Analysis December 2013 Winter Survey" (provided in the
response to LA-2012/2013-1-33), in which the 80,814 ton variance noted above was broken out
on "Actual Unit Tons Per File" line item as shown in the exhibit below.

Exhibit 7-60
Actual Unit Tons per File — Cardinal Plant {(Fall 2013)

In addition, this document reflected an additional breakout of this variance on a line item referred
to as "Survey Adjustment Tons", in which the 80,814 tons were apportioned between OPCO and
Buckeye. It was from these apportioned amounts that AEP Ohio reflected the dollar impacts
associated with the inventory adjustments related to the Fall 2013 physical coal inventory as
shown in the exhibit below.
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Exhibit 7-61
Dollar Impacts Associated with Coal Pile Inventory Adjustments — Cardinal Plant (Fall
2013)

As shown in the exhibit above, AEP Ohio's coal inventory adjustments reflected debits to
Account Nos, 1510001 and 1520000 in amounts totaling
The OPCO related portion of these amounts were

. Similar to the previously
discussed inventory adjustments, the related credits were made to Account Nos. 5010013 and
5010003, respectively.

Data request LA-2012/2013-1-32 asked the Company how it accounts for base coal inventory at
each plant that is owned or operated by CSP and/or OPCO. In response, AEP Ohio stated that
Coal Inventory for OPCO is accounted for in Account 151 and the physical base (not coal
inventory) below the coal pile is part each plant's property. In addition, no accounting
adjustments were made between the coal inventory and the coal pile base in plant property
during 2012 or 2013 nor did AEP Ohio amortize any amount of base coal into fuel costs in either
2012 or 2013.

AEP Ohio’s response to LA-2012/2013-1-34 provided the following description which relates to
the levels of review applicable to plant operating statistics:

«  The | : thrcc gencral types of data which i

derived directly from the plants: fuel consumption; generation; and outages and curtailments.

e Scale readings measure fuel consumption. These readings are corrected periodically through
coal pile surveys if necessary.

«  The || - - ation transmits generation

data. The Companies verify the accuracy of the data entered into || by performing a
generation-checkout process.

¢ Outage and curtailment events are entered into _which 15 a front-end system
where records are reviewed with plant staff throughout the operating month. After month-
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end, the plants have 10 days to review, correct, and approve the event records before being
submitted to GADS.

Larkin requested copies of generating station reports for the review period in LA-2012/2013-1-
35. In its confidential response, AEP Ohio stated that it does not have a document titled
“generafing station reports”. However, the Companies provided a confidential attachment titled
"Monthly Generation Station Report” for Cardinal Unit | for the periods January through
December 2012 and January through December 2013.

These confidential attachments reflected the gross generation, net generation, service hours,
reserve hours, available hours, start-ups, and heat rate (on a gross and net kWh basis), for the
Unit | at the Cardinal plant.

LA-2012/2013-1-36 asked the Companies to identify any internal investigations which resulted
from what was reported on the Monthly Generating Station Reports provided in LA-2012/2013-
1-35 for the review period. AEP Ohio responded that there had been no internal investigations
conducted with regard to the information provided in LA-2012/2013-1-35 during the review
period.

Larkin requested copies of the station reports for the review periods which were sent to the
Company's general office for incorporation into company statistics and to provide workpapers
sufficient to trace the reports to those statistics in LA-2012/2013-1-37. In response, AEP Ohio
stated:

While some aspects of plant operation, such as outage events and coal scale data, are
manually entered into a computer program at the generating plant, there are no
“reports” that are sent to the Companies’ general office for incorporation into
Companies’ statistics and workpapers. The electronic versions of these files are
reviewed at the generating plant level as described in response to LA-2012/2013-34, but
the electronic reports themselves are the “station reports ”, and not workpapers.

Review Related To Fuel Supplies Owned Or Controlled By The Company

In response to LA-2012/2013-1-40, AEP Ohio confirmed that no AEPSC affiliates supply fuel to
OPCO. In addition, none of the AEP Ohio companies own or control any coal mines or entities
that supply fuel to the Companies.

Review Related To Purchased Power

Documentation relating to the review of purchased power 1s included in the responses to LA-
2012/2013-1-41 and LA-2012/2013-1-42. LA-2011-41 asked the Company to provide the
following information: “For CSP and OPCQ, for purchases of power recorded in July 2012 and
July 2013 that are included in the FAC, please provide the related invoices, and paid cash
voucher or cash receipts.” In the confidential response to LA-2012/2013-1-41, the Company
provided (1) a summary of July 2012 invoices; (2) copies of July 2012 invoices (3) a summary of
July 2013 invoices; (4) copies of July 2013 invoices; (5) July 2012 FAC schedule for OPCO
used to reconcile the purchased power to the July 2012 invoice summary; and (6) July 2013 FAC
schedule for OPCO used to reconcile the purchased power to the invoice summary.
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The summary of invoices broke out the Companies purchases of power by (1) total invoice
amount, (2) total _, and (3) physical purchases allocated to OQPCO which are the
amounts included in the FAC. There were substantial differences noted between the total
invoice amounts versus what was allocated to OPCO (i.e., the FAC).

For both July 2012 and July 2013, Larkin attempted to tie out the amounts allocated to OPCO's
physical purchases that were reflected on the mnvoice summary to workpaper “EXH OPCO 1™
from the monthly FAC Excel workbooks that were provided in LA-2012/2013-1-47 (see
additional discussion below). Larkin was able to tie out most of these amounts, but not all.
However, Larkin was able to tie out the remaining amounts to the FAC schedules that were
provided as confidential attachments 5 and 6 to the supplemental response to LA-2012/2013-1-
41, which in turn, tied to the FAC workpaper "EXH OPCO 1" noted above. In addition, in LA-
2012/2013-1-50, AEP Ohio provided monthly reconciliations between recorded purchased power
in the general ledger and the amounts included in the monthly FAC workbooks. Upon reviewing
the FAC schedules provided in LA-2012/2013-1-41 as well as the monthly reconciliations
provided in LA-2012/2013~1-50, Larkin was able to tie out the July 2012 and July 2013
purchased power amounts from LA-2012/2013-1-41. There were minor unreconciled
differences on the monthly reconciliations, but such amounts were immaterial.

Reliability Must Run Generation

As confirmed in the response to LA-2012/2013-1-42, dispatch of the Company's generating units
was under the control of PJIM dunng the review period of January 2012 through December 2013.

LA-2012/2013-1-43 asked: “During the review period were any of the Companies’ generating
units designated as 'must run' for reliability or voltage control purposes? If so, please identify the
units, hours, and cost/Mwh for each 'must run' situation at the Companies’ generating units
during this period.”
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As part of 1ts response to LA-2012/2013-1-43, AEP Ohio provided three confidential
attachments. The first two attachments (Attachment 1 and 2) was an extensive listing of the
hours that each of the generating units listed above were required to operate as a "Must Run"
resource by PJM in 2012 and 2013. The third confidential attachment (Attachment 3) provided
the average production cost of each “must run” generating unit referenced above for 2012 and
2013. These were expressed in terms of $/MW for each month of 2012 and 2013 and are
reproduced in the exhibits below.

Exhibit 7-62
Average Production Cost of “Must Run” Generating Units - 2012

Management/Performance and Financial Audits of the Fuel and Purchased 7-78
Power and Alternative Energy Riders of the Ohio Power Company




Exhibit 7-32
Average Production Cost of "Must Run” Generating Units - 2013

Review Related to Service Interruptions and Unscheduled Qutages

Documentation relating to the review of Service Interruptions and Unscheduled Outages includes
AEP-Ohio’s responses to LA-2012/2013-1-44 and LA-2012/2013-1-45.

LA-2012/2013-1-44 asked about instances in which customers' power supplies were interrupted
(or requested to be interrupted) during the review period January 2012 through December 2013.
In response, AEP Ohio stated that during the review period of January 2012 through December
2013, there was not an instance of a generation-caused customer interruption.

LA-2012/2013-1-45 requested AEP Ohio to identify instances during the review period in which
the Company's generating units experienced unscheduled outages and to provide documentation
concerning the following:

The cause(s) of the outage.
Steps taken by the Companies to minimize the impacts of the unscheduled outage.
Efforts made to secure replacement power, if applicable.

The methodology employed to price the replacement power, if applicable.

A

The cost impacts resulting from the periods during which the unscheduled outage occurred.

In response to item 1, AEP Ohio provided an attachment, which provided a brief description of
what caused the unscheduled outages during the review period at the OPCO owned generating
units listed below.
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2012 013

Amos Unit 3 Amos Unit 3

Cardinal Unit 1 Beckjord Unit 6

Conesville Units 3,4, 5 & 6 Cardinal Unit 1

Darby Units 2,3 & 4 Conesville Units 4, 5 & 6

Gavin Units 1 & 2 Darby Units 1 & 2

Kammer Units 1,2 & 3 Kammer Units 1, 2 & 3

Mitchell Units 1 & 2 Mitchell Units 1 & 2

Muskingum River Units 1,2,3,4 &5 Muskingum River Units 1,2,3,4 &5
Picway Unit 5 Picway Unit 5

Racine Units 1 & 2 Racine Units 1 & 2

Sporn Units 2,4 & 5 Sporn Units 2 & 4

Stuart Units 1, 2,3 & 4 Stuart Units 1,2, 3 & 4

Waterford Units CT1, CT2, CT3 & STI Waterford Units CT1, CT2, CT3, ST1
Zimmer Unit 1 Zimmer Unit 1

With respect to items 2 through 5 from LA-2012/2013-1-45, AEP Ohio stated:

During 2012 and 2013 Ohio Power Company was a member of the AEP East Pool.
Forced outages and curtailments to the Company s generating resources, as well as
other impacts due to weather or load variations are managed on an AEP East fleet basis
along with those of the other AEP East pool members. Multiple steps were taken to
minimize the effects of forced outages concerning the generating plants. These steps
include planning work as soon as possible when necessary, or attempting to safely
operate the unit as long as possible until such time that any required maintenance could
be performed when it would have less of an impact on the fleet.

Power may be secured, if needed, to minimize the effects of any generation or load

variations on an AEP East fleet basis. That power is not categorized as replacing any
specific generating capacity. Therefore, it is not possible to determine whether power
purchases were made to replace power lost due to an unscheduled outage versus, say,
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power purchased to offset a curtailment at another unit, owned by another pool member,
that may have occurred at the same time as an unscheduled outage. Conseguently, it is
not possible to price the “replacement” power or determine, from a lost generation
perspective, cost impacts resulting from periods during which the unscheduled outage
occurred.

FAC Filings, Supporting Workpapers and Documentation

Documentation relating to the review of supporting workpapers for calculations in the FAC
filings was requested in data requests LA-2012/2013-1-46 through LA-2012/2013-1-52. LA-
2012/2013-1-46 requested copies of AEP Ohio’s quarterly FAC filings. The Company provided
CSP's and OPCO’s FAC filings for the first, second, third and fourth quarters of 2012 and 2013.

Data requests LA-2012/2013-1-47, LA-2012/2012-1-49, LA-2012/2013-1-50 and LA-
2012/2013-1-51 requested the Excel files associated with the FAC filings as well as all
documentation which provides a complete audit trail to the Company's FAC calculations.

LA-2012/2013-1-49 asked that:

For each Reconciliation Adjustment (RA) in a Rider FAC filing covering the review
period, please provide a complete audit trail for all amounts in the RA portions of such
filings including: (1) the accounting records and other documentation needed to trace
each dollar amount in the RAs through from the Rider FAC filings to the fuel ledger,
from the fuel ledger to the general ledger, and from the fuel ledger to the purchase orders
and invoices; (2) the complete documentation 10 trace the energy and system loss
quantities in the Rider FAC filings to the source documents; (3) all journal entries,
Journal entry supporting documentation and workpapers related to recording R4
adjustments in the Company's accounting records; and (4) provide all calculations and
supporting documentation related to computing RA adjustments in the Companies' Rider
FAC filings.

AEP Ohio’s provided the materials requested above in its response to LA-2012/2013-1-47.
Specifically, the Company provided an index of attachments and the Accounting Department's
summary schedules and monthly Excel FAC workbooks which contained the actual cycle
calculations of under/over recovery as well as carrying charge calculations, which are the main
support for the Company's FAC filings including the RA portion of such filings. The FAC
workbooks are comprised of several pages of data, which is culminated from several sources
including:

1. General Ledger

2. NER/NEC — Net Energy Requirements and Net Energy Cost reports
3. PSUM Report — Monthly Purchase Summary Report from ECR
4

MCSRO162 Final Reports - Tariff Summary Revenue - by voltage level — one month billed
& accrued

5. East Pool Interchange Power Statements
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In addition to the foregoing sources of data, the monthly FAC workbooks also contained the
following workpapers:

1. Computation of Firm Retail Revenues, FAC Costs and the total Over/Under recovery for
each month. The amounts calculated on this workpaper are reflected on Schedule 3 from the
Company's quarterly FAC filings.

A workpaper which calculates the FAC retail allocators.
A workpaper showing the FAC rates.

A workpaper which calculates the allocation factor for the FAC allowance accounts.

Los W

A workpaper which calculates the kWh delivered to customers served under OAD tanffs
(Shopping kWh).

Upon reviewing the monthly FAC workbooks, Larkin was able to tie out the amounts reflected in
the workbooks to the FAC filings using the source data listed above and performing
recalculations. In addition, the FAC schedules provided in the response LA-2012/2013-1-41 and
the monthly purchased power reconciliations provided in the response to LA-2012/2013-1-50
also facilitated Larkin’s ability to tie out the amounts reflected in the FAC workbooks.

Lawrenceburg Generating Station

On March 15, 2007, CSP entered into an agreement to purchase the Lawrenceburg Generating
Station ("Lawrenceburg") from AEP Generating Company. Lawrenceburg is a combined-cycle
natural gas power plant with a generating capacity of 1,096 MW and is located in Lawrenceburg,
Indiana.

The non-fuel purchased power costs associated with Lawrenceburg are included in the FAC for
CSP as shown on the EXH OPCO 1 workpaper, which was included in the monthly FAC
workbooks provided in LA-2012/2013-1-47. In data request LA-2012/2013-1-57, Larkin asked
AEP Ohio for a summary of the non-energy components related to Lawrenceburg that were
included in the FAC during 2012 and 2013. In response, AEP Ohio referred to the response to
LA-2012/2013-1-58, which had requested that for each month of the review period, the
Company identify, and provide an audit trail for the capacity costs associated with Lawrenceburg
and the Ohio Valley Electric Corporation ("OVEC") that are charged through the FAC. The
response to LA-2012/2013-1-58 included two confidential attachments, which reflected the
requested information for Lawrenceburg and OVEC. Larkin has reproduced the Company's
confidential attachments and the exhibit below reflect the components of the Lawrenceburg
capacity costs flowing through the FAC during each month of 2012.
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Exhibit 7-63
Lawrenceburg Actual Purchased Power Capacity Costs Billed to OPCO - 2012

As shown in the exhibit above, the Ohio retail portion of Lawrenceburg related capacity costs
flowing through the FAC during 2012 totaled || I Upon comparing the 2012
Lawrenceburg capacity data reflected in the exhibit above to the FAC workbooks, Larkin noted
discrepancies with the Ohio retail allocation percentages for the months of January, May and
July. However, the net effect is an immaterial rounding difference in the amount of
Lawrenceburg related capacity costs flowing through the FAC.®

The exhibit below reflects the components of the Lawrenceburg capacity costs flowing through
the FAC during each month of 2013.

%2 The net effect of three differences with the Ohio retail allocation percentages on the Lawrenceburg capacity costs
flowing through the FAC in 2012 totals only $114.
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Exhibit 7-64
Lawrenceburg Actual Purchased Power Capacity Costs Billed to OPCO - 2013

As shown in the exhibit above, the Ohio retail portion of Lawrenceburg related capacity costs
flowing through the FAC during 2013 totaled || j JJNEE Upon comparing the 2013
Lawrenceburg capacity data reflected in the exhibit above to the FAC workbooks, no exceptions
were noted.

OVEC Demand Charges

The exhibit below reflects the components of the OVEC demand charges flowing through the
FAC during each month of 2012,
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Exhibit 7-65
OVEC Actual Purchased Power Demand/Capacity Costs Billed to OPCO - 2012

As shown In the cxhibit above, the Ohio retail portion of OVEC demand charges flowing
through the FAC during 2012 totaled || ]l However, upon comparing the 2012 OVEC
demand charges reflected in the exhibit above to the FAC workbooks, Larkin noted minor
differences with the Ohio retail allocation percentages for the months of January, May and July.
That resulted in an immaterial difference in the amount of OVEC related demand charges
flowing throngh the FAC.*

The exhibit below reflects the components of the OVEC demand charges flowing through the
FAC during each month of 2013.

% The net effect of three discrepancies with the Ohio rctail allocation percentages on the OVEC demand charges
flowing through the FAC in 2012 totals $183.
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Exhibit 7-66
OVEC Actual Purchased Power Demand/Capacity Costs Billed to OPCO - 2013

As shown in the exhibit above, the Ohio retail portion of OVEC demand charges flowing
through the FAC during 2013 totaled _ However, upon comparing the 2013 OVEC
demand charges reflected in the exhibit above to the FAC workbooks, for the month of
December, Larkin noted a discrepancy in the Ohio retail portion of OVEC demand
charge which is the amount that flows through the FAC. This discrepancy is the result of the
December figure || N i- the exhibit above (from LA-2012-1-2013/1-58) being an
estimated amount whereas the OVEC demand charge of $6,358,472 reflected in the December
2013 FAC workbook is an actual amount. After application of the Ohio retail allocation
percentage, the correct December 2013 OVEC demand charge flowing through the FAC 1s
i as summarized in the exhibit below. The correct overall amount of OVEC demand
charges flowing through the FAC during 2013 was

Exhibit 7-67
Ohio Retail Share of OVEC Demand Charges for Decembaer 2013
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Audit Trail for Reconciling Adjustments

As discussed previously, LA-2012/2013-1-50 requested a complete audit trail for all amounts in
the RA portions of the FAC filings for each sub-account of purchased power during the review
period. In response, the Company provided monthly reconciliations between purchased power
recorded in the general ledger and purchased power included as part of monthly FAC costs.
These monthly reconciliations were provided as part of AEP's implementation of Larkin’s
recommendation from the 2009 FAC audit that AEP Ohio provide a better audit trail as it relates
to being able trace the Company's monthly purchased power costs from the vendor invoices and
paid cash vouchers (provided in the response to LA-2012/2013-1-41) to the FAC workbooks
provided in LA-2012/2013-1-47.

Renewable Energy Resources

Please see Chapter 8 of this report, which discusses the Alternative Energy Rider ("AER™).

Carrying Costs on Deferred Fuel Balances

AEP Ohijo confirmed that its quarterly FAC filings for the 2012 and 2013 audit period did not
include carrying costs.

Active Management

LA-2012/2013-1-48 asked whether AEP Ohio engaged in “active management™ of its fuel,
purchased power or emission allowance positions during the review period, and if so, to identify,
quantify and provide the accounting documentation for each such transaction during that period.
In addition, LA-2012/2013-1-48 asked AEP Ohio to fully explain the reasoning and estimated
economic benefit that was anticipated for each transaction. In response, AEP Ohio stated:

No, the Company does not engage in "active management" as previously defined by the
auditor to be "the practice of flattening one's position on a frequent (daily) basis to align
caal commitments with power sales outlook.”

Audit Fees Included in FAC

Larkin requested that AEP Ohio explain how it recorded FAC audit fees by account during 2012
and 2013, Inresponse to LA-2012/2013-5-2, the Company explained that it recorded FAC audit
fees in Account No. 5010000, which was allocated between retai] and off-system sales. The
Ohio retail jurisdictional factor was then applied prior to the audit fees being included in the
FAC. The accounting for the FAC audit fees is reflected in the exhibit below.
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Exhibit 7-68
Ohio Share of FAC Audit Fees

. April July :
Description 2012 2012 Total

FAC Audit Fees in Account No. 5010000 | § 37,740 | $ 52,260 | § 90,000 |

Fim Allocation Factor L er700] e5.02%
Ohio Retail Portion of Firm 92.20%| 93.61%
Ohio Retail Percentage 62.42%| 60.87%

Ohio Share of FAC Audit Fees $ 23557 | $ 31,808 | $ 55,365

Source: LA-2012/2013-52 %

As shown in the exhibit, audit fees totaling $55,365 on an Ohio retail basis was included in the
FAC between April and July 2012. The response to LA-2012/2013-5-1 stated that there were no
audit fees paid during 2013.

Conesville Coal Preparation Plant

Prior to April 5, 2013, CSP owned the Conesville Coal Preparation Plant (“CCPP”) which was
operated by Conesville Coal Preparation Company, a wholly-owned subsidiary. The CCPP was
built in the mid 1980s in order to provide more flexibility to AEPSC in its coal procurement for
the Conesville station. EVA had recommended in the 2009 management/performance audit that
AEPSC should undertake a study to determine whether there is an economic justification for
continuing to operate the Conesville Coal Preparation Plant given the renegotiation of the
* combined with a reduction in overall Conesville coal demand.
AEPSC agreed to perform the study, which was ultimately provided to the auditors on April 21,
2011.

In1ts study, AEPSC concluded that it was not economic to continue operating the CCPP beyond
the first quarter of 2012. This conclusion came with a caveat with respect to new hazardous air
pollution regulations. AEPSC had revised its Asset Retirement Obligation ("ARO") and
increased its monthly charge to the CCPP in anticipation of the first quarter 2012 closing.

In the 2010 management/performance audit report, EVA had recommended that AEPSC work to
minimize the costs associated with the closure of the CCPP. Pursuant to that recommendation,
data request EVA-2012/2013-1-21 requested a description of AEPSC's efforts to minimize the
costs associated with closing the CCPP during 2012 and 2013. In response, AEP Ohio stated
that during 2012 and 2013 there were no such efforts made on AEPSC's part to minimize the
CCPP closure related costs as all such efforts were undertaken during 2011.

As to how the CCPP's fuel costs were affected in 2012 and 2013, a review of the respective
mcomes statement, which were provided in LA-2012/2013-3-2, indicated that for Account No.
501 - Fuel-Steam Power, CCPP incurred costs totaling $14,540 during 2012 versus 32,712 which
was incurred in 2011, or a difference of $11,828. In addition, CCPP incurred costs in this
account totaling $7,736 during 2013 versus the aforementioned $14,540 in 2012, or a difference
of ($6,804).
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LA-2012/2013-3-4 asked AEP Ohio to provide details on any CCPP related credits and accrual
reversals that went into Account 151 in 2012 and 2013. In response, the Company provided an
attachment, which reflected a summary of the CCPP's 2012 journal entry reclassifications, which
Larkin has reproduced in the exhibit below. AEP Ohio stated that there were no such
adjustments or fuel billings from the CCPP during 2013.

Exhibit 7-69
CCPP 2012 Journal Entry Reclassification

CONESVILLE COAL PREPARATION COMPANY

2012 Journal E‘ltn_ggglasmﬂcanon

BUSINESS UNIT 290

Lo L e B e e e e Jﬂurnal e et kot st = e e e At nxmasinim L ks i e e eremee
Month | Year ! Dept | Account| Journal I § Date Descrlpnon Amount
March | 2012 | 11778 4081002 | SEVACCCCPC ' 3/30/2012 [CCPC FICA ACCRUAL (6313.55)
March 2012 | 11778 4081002 ; SEVACCCCPC | 3/31/2012 |CCPC FICA ACCRUAL _ (650.40)
March _: 2012 11778 9200000 | SEVACCCCPC | 3/30/2012:CCPC SEVERANCEACCRUAL (82,530.00)
March { 2012 11778 9200000 | SEVACCCCPC | 3/31/2012 | CCPC SEVERANCE ACCRUAL , (8.502.00)
March | 2012 {11778] 9200000] OVHI518388 | 3/23/2012/2011 INCENTIVE ACCRUAL (55.742,31)
March | 2012 :117781 9200000 AJE1860007 :3/31/2012 2011lncenngg{kccrual/Reclassed from1860007 (44593 .19
March | 2012 {11778] 4010001 ;| SACCPCINV {3/31/2012|M&S Transfer to Other AEP Locations | (18749.74)

SERALLhCirhll
Total | March e 21T OR] 1)

Aprl ! 2012 11778 4081002 AJEINCACC :3/31/2012 Manual Truc-up (clear residual acct balance and | (6.601.49)
April {2012 {17781 9260027 1 AJEINCACC '}/31/2012; offset payouton 3-14) ok
April 2012 11778} 4081002 1 HRPAY12420 |3/14/2012: Payout on 3-14 :

April__ 2012 |11778] 9260027, HRPAYI12420 [3/14/2012 Payouton 3-14

Apeil | 2012 1117781 4081002] OVHISI8388 ;3/23/;012 System True-up (#'s Pmcessédiﬁmugh (7.675.67)
April | 2012 {11778} 9260027 QVHISISISE |3/23/2012| LaborDistrbution) T 2007.05)
June | 2012 {11778| 4081002 AJECIPADJ ; 7/2/2012 |To corrcct 2011 ICP in 2012 paid by other 4,966.22
June | 2012 [11778]9200000] AJECIPADJ ' 7/2/2012 |AEP Entities such as AEPSC, CCT, Cardinal & 64,917.83
June | 2012 |11778] 9260027 | AJECIPADJ | 7/2/2012 2,378.18

I 726213
July | 2012 117781 4010001 | SACCPCINV | 7/31/2012|Operation Bxp - Nemassociated | 2072183

i Total To Datej {136,839.31)

In a follow-up question, Larkin asked that AEP Ghio provide details on the allocation to co-
owners of the CCPP credits and accrual reversals during 2012 and 2013. In response to LA-
2012/2013-3-5, AEP Ohio stated that the credits and accrual reversals listed in the exhibit above
(provided in LA-2012/2013-3-4) were recorded to the Conesville Unit 4 coal pile in 2012 and
that each CCD owner would receive their corresponding amount, which is predicated on that
month's coal receipt split.

As it relates to the sale of the CCPP, during the interviews that were conducted at AEP Ohio's
headquarters on February 19, 2014, the Company stated that it distributed a packet to prospective
buyers of the prep plant in January 2012. AEP Ohio provided the materials from this packet in
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the response to EVA-2012/2013-1-22. In addition, this response included a bid received from

ho ultimately purchased the CCPP as well as the
Final Agreement between AEP Ohio and for the sale of the CCPP.

On April 20, 2012, [l submitted its "Binding Offer for the Acquisition of 100% of
Substantially All of the Conesville Preparation Company's Assets". Specifically, ||| Il
Binding Offer included the following provisions:

The cash purchase price and other consideration would be as follows:

. - would pay the sum of - in cash at closing.

» As additional consideration, -would also be assuming the
reclamation and water treatment liabilities in perpetuity.

» In addition, given its position as a substantial provider of coal for the
Company's Conesville generating facility, - believes it 1s able to
offer as still further consideration for the Company substantial savings in
the delivery of coal to such generating facility by the existmg belt delivery
facilities running from the preparation plant to such generating facility.

The final Asset Purchase Agreement between AEP O%- for the sale of the CCPP
was executed on April 5, 2013, As noted above, the purchase price for the CCPP was
. According to the response to LA-2012/2013-3-3, at the closing of the sale on April

5, 2013, Conesville Coal Preparation Company ("CCPC") received net cash proceeds totaling
. which was comprised of - less property taxes of which were paid by

In addition, this response stated that the gross proceeds of {less the recorded
book value of Sl of the land sold) resulted in a net gain of which CCPC recorded
in Account 4211000. The subsequent payments under the sale agreement (i.c., || N ~in
occur outside the review period.®

The response to EVA-2012/2013-1-22 stated that there were no CCPP costs included in the FAC
in either the 2012 or 2013.

I 2nd Related Revenue

During the audit period Ghio Power granted a license to
to relocate, construct and operate a

for the purpose

The decisions to treat the transactions with as defined
above were made over a period of several months in the spring of 2012, As a result of this

arrangement to ||| | N | S Ohio Power is receiving a stream of revenue, which the

Company records in Account 456. QOhio Power indicated in its confidential response to EVA-
2012/13-3-8 that ﬁ

% During Larkin's onsite visit on February 19, 2014, AEP Ohio stated that it would receive an additional S| jjill
in April 2014 and the final [ JJll at December 31, 2014.

8 Interview #7, Coaj Procurement, 2/19/2014 and confidential responses to EVA-2012/13-3-8 and LA-2012/13-3-
12,
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Company's response to EVA-2012/2013-3-8 states further that

As described in Chapter 3, EVA is recommending that the revenue Ohio Power is receiving
related to the ||| | SN ~ich the Company is recording in Account 456 be
reflected as a net reduction to the cost of coal charged to the ratepayer. Data request LA-
2012/13-3-12 requested the Company to provide the amount Gavm plant revenues
by account by month for 2012 and 2013. The Commission's December 3, 2013 Order stated at
page 3, paragraph 7 that:

Upon request of EVA or Staff, AEP Ohio shall provide any and all documents or
information reguested. AEP Ohio may conspicuously mark such documents or
information "confidential” if AEP Ohio believes the document should be deemed as such.
In no event, however, shall AEP Ohio refuse or delay in providing such documents or
information.

The Company's refusal to provide and delay in providing the requested accounting information
related to the revenue stream that it began to generate during the audit period related to the
appears to be a direct violation of that order.

Reflecting the revenue stream ||| GG :: 2 rcduction to the

utility's cost of coal has been recognized as appropriate ratemaking by some utilities that have or
are in the process of establishing similar arrangements. One instance of which we are aware
mvolves an arrangement by

The April
1, 2014 response to RUCO UNS 2.07 in Arizona Corporation Commission Docket No. E-
04230A-14-0011, et al. addressed this matter.

That data request had || | | | | QbBNEE
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The affiliated River Transportation Division (RTD) transports coal to || NG via barges.
During the tourth quarter of 2013, the RTD revenue details began showing a separate line item

for
listed as

Up to that point RTD revenues for barge transportation of coal to
The Company's response to LA-2012/2013-13-1(f) clarified that the

WCre

treatment arrangement for [
is sold to , which
. There
1s no reduction to the cost of the repurchased coal under this arrangement. As described in the

As noted above, the Company has established a
with under which the coal being delivered to

|

L e T R R T N
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response to L.A-2012/2013-13-1

2013-FAF-2.

During 2013, Ohio Power recorded

."" There were no
like revenues in 2012, The 2013 revenues were recorded during the months of September,
November and December 2013. Although these revenues relate to the h
I 2 2P Ohio did not reflect them as an offset to ||| coz! costs.

As noted above and described in Chapter 3 of this report, EVA has recommended that the
revenue stream Ohio Power received during the audit period related to the |GG
[ «hich the Company is recording in Account 456 be reflected as a net reduction to the cost
of coal charged to the ratepayer. The reduction to the cost of ||| coa! that should be
reflected as a reduction to FAC costs is in accordance with EVA's recommendation. The
Company’s confidential supplemental Attachment to its supplemental response to LA-
2012/2013-3-12 provided the following ||} _ that OPCO recorded in
2013 by month:

% Response to LA-2012/2013-3-12 Confidential Attachment 1.
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Exhibit 7-70

Recorded by OPCO in 2013 by Month

Net Losses from Sales of ||} to Third Parties

In response to EVA-2012/2013-1-19, the Company provided the following information on net
losses that it had recorded in 2012 and 2013 in account 5010033 resulting from the sales of
Conesville's _ coal to third parties along with associated CCD (gain)/loss activity.

Account 5010033 is one of the fuel sub-accounts that 1s included in the FAC.
For 2012, the Company had net losses of || | | . 25 summarized below:

. R TR TR RN
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Exhibit 7-71

Net Losses on Transactions Relating to Selling Conesville's || NN to Third
parties witn [ 2012

For 2013, the Company had net losses of || | . 25 summarized below:
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Exhibit 7-72
Net Losses on Transactions Relating to Selling Conesvilie’s ||| I to Third
Parties with - 2013

Emission Allowances

AEP Ohio provided documentation related to accounting detai] associated with costs and
revenues, purchases and sales of emission allowances, and monthly emission allowance
inventory in the responses to LA-2012/2013-1-54 and LA-2012/2013-1-55.

Specifically, LA-2012/2013-1-54 requested the detailed general ledger pages for all purchases
and sales of cmission allowances (“EA”) and for gains or losses realized on such purchases and
sales of EAs. In response, AEP Ohio stated that the requested detail regarding EAs is not
reflected in the general ledger. The Company referred to the response to EVA-2012/2013-1-29
for a schedule of emission allowance purchases, sales as well as related gains and losses for both
CSP and OPCO. The following cxhibit summarizes the emission allowance purchases, sales,
and related gains and losses that occurred during the period January through December 2012,
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Exhibit 7-73
2012 Emission Allowance Activity

S0z
Sales

Gains
Losses

Furchases
Seasonal NOx
Salag

Gains
Losses

Purchases
Annual NOX
Sales

Gains
Losses

PUEhases

s02
Sales

Gans
Losses

Pyrchases
Seasonal NOX
Sales

Gains
Losses

Purchases
Annual NOx
Sales

Gains
Losses

Purchases

January-12 Fabruary-12 March-12 April-12 May-12 June-12
Allowances  Dopllars | Allowances Dollars | Allowances Dollars Allowances Daollars | Allowances Dollars | Allowances Dollars
$3,308]
2000 515,000 50 3500
$13,804 $170
3,025 $165.500 1,435 $73,225 1,500 345,000 1208 545,604
$131,437 $70,428 $41,831 538,928 865|
July-12 August-12 September-12 Qctober-12 Novernber-12 December-12
Allowances  Dollars | Allowances Oollars | Allewances Dollars Allowances Doliars | Allowances Dollars Allowances Doliars
58,825 $9,310,035
§7,537,909
51,788,774
22,482 $19.241 17,900 53,111,724
812 $4,060 7705 371,141 1,500  $19,500
$6,358
57,203 $37,480 $270,443
1,640  $7E0,B10 13 511,21%
856  $25,680 4,030  $131,050 4,000 $120,000 1,000  $33,500 1,000 $37,000
$23,44B $122,533 $111,562 $31,380 $34.402

The table below summarizes the emission allowance purchases, sales and related gains and
losses that occurred during the period January through December 2013.
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Exhibit 7-74
2013 Emission Allowance Activity

sQz
Sales

Gains
Losses

Purchases
Seasenal NOx
Sales

Gains
Loases

Purchases
Annual NOx
Sales

Gains
Losses

Purchases

sQz
Sales

Gains
Losses

Purchages
Seasanal NOx
Sales

Gains
Losses

Purchases
Annual NOx
Sales

Gains
Losses

Purchases

January-13 February-13 March-13 April-13 May-13 June-13
Allowanges Oollars | Alowances Dollars | Allewances Doflars Allawances  Dgollars | Allowances Daliars | Allowances Dollars
51,344
500 58,750
53,629
(1100 -$18,648
1,854  §78,935 5701 §220,770 3,500 $125,750| 1,162 $48,304 1,000 340,000 1,000 $41,000
$76,.186 $208,1Mm
$88,623 $22.866 520,326 $19,167
3,522 $2,747,730)
July-13 August-13 September-13 Qotober-13 Nawember-13 December-13
Allowances Diollars Allowances Collars Allowances Collars Allowances Dollars | Allowances Dollars Allowances Dollars
46,341  $7.461.516
$6,470,214.
81,173,437
9,738 $822,480
500 §10.609 1,000  $21,000 1,180 §27.140 783 $16.859
$731
82,379 $3.759 $91,505
1388 $814,5968
1,000  $41,500 1,000 §42.000] 1,500 $57,750 2100 580,850 500 $19,250
$17,697 §18,197 $32,545 $45,563 $91,108
2,856 §$2,700,548

LA-2012/2013-1-55 requested monthly emission allowance inventory {(quantity of allowances
and cost) and for AEP Ohio to show how it was allocated between native and non-native
customers. In response, AEP Ohio stated that the Companies do not allocate EA inventory
between native and non-native load customers.

AEP Ohio’s response to LA-2012/2013-1-55 also included confidential attachments which
reflected monthly EA inventory balances from December 2011 to December 2013. The exhibit
below summarizes the monthly EA ending inventory balances for each month of the period
December 2011 through December 2012,
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Exhibit 7-75
2012 Emission Allowance Inventory

The exhibit below summarizes the monthly EA inventory balances for each month of the period
January through December 2013.
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Exhibit 7-76
2013 Emission Allowance Inventory

Changes to Fuel, Purchased Power Procurement and Emission Allowance
Procurement

Documentation related to the review of changes to fuel, purchased power procurement and
emisston allowance procurement during the period January 2012 through December 2013
includes AEP Ohio’s responses to LA-2012/2013-1-60 and LA-2012/2013-1-61.

LA-2012/2013-1-60 asked the Companies” to list and describe all organizational changes to the
Company's Fuel, Purchased Power Procurement and Emission Allowance Procurement during
the review period. In response, AEP Ohio stated that on June 28, 2012, an announcement was
made with respect to a changg in leadership and responsibility in the Fuel, Emissions, and
Logistics ("FEL") organization. In addition, on January 4, 2013, it was announced that the
director level for FEL fuel procurement functions would be eliminated. There were no
significant organizational changes to the Purchased Power Procurement or Emission Allowance
Procurement business units during the January 2012 through December 2013 review period.

LA-2012/2013-1-61 requested information similar to LA-2012/2-13-1-60, although from a
procedural versus organizational standpoint. In response to LA-2012/2013-1-61, AEP Ohio
stated that there were no procedural, policy or accounting changes related to the Fuel, Purchased
Power and Emission Allowance Procurement.
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Internal Audits

LA-2012/2013-1-64 requested that the Companies” provide a listing and copies of any and all
internal audit reports related to fuel procurement, synfuel, coal trading, fuel inventory
management, purchased power, emission allowances, accounting for FAC-includable costs,
portfolio optimization, energy sales, PJM charges and revenues, fuel and purchased power
invoices, PIM invoices, allocation of PJM revenues and costs to Ohio retail load customers,
allocation of other FAC includable costs and revenues to Ohio retail load customers, and/or other
FAC related subject matter for the review period.

In response, AEP Ohio provided six internal audit reports, which were issued at various points
during 2012 and 2013. The following indicates the areas that were the subject of the internal
audits, along with a summary of recommendations for each area:
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AEP River Transportation Division

The AEP-owned barge company, called AEP River Transportation Division (RTD) is owned by
Indiana and Michigan Power Company (IMPC), a subsidiary company of AEP. Barge freight
services are provided by RTD to OPCo (its affiliate) and other AEP operating companies which
receive coal deliveries via river transportation under the Barge Transportation Agreement.

Per the May 1986 Barge Transportation Agreement, RTD provides barge transportation services
to the AEP operating subsidiaries that have coal plants located on the Kanawha, Green and Ohio
Rivers, including Ohio Power Company (OPCo), Appalachian Power Company (APCo), and
AEP Generating Company (AEPGC). RTD has operated barges, tugboats and other facilities for
the transportation of coal on the Kanawha, Green and Ohio Rivers and other navigable
waterways to transport coal to APCO, OPCO, AEPGC and IMPC since September 4, 1973. The
generating stations owned by these AEP operating companies require large quantities of coal,
which can be delivered to such stations in river barges.

Article V of the May 1986 Agreement provides that the RTD transportation services are to be
priced as follows:

ARTICLEV
PRICE

The Division shall charge to each Shipper, and each Shipper shall pay to the Division,
the costs of any transportation services performed by the Division for such Shipper. Such
costs shall consist of all charges and expenses directly attributable to the performance of
such service, a fair and equitable allocation of other charges and expenses of the
Division (taking into account the transportation services performed by the Division for
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I&MECo), a provision for taxes at the combined normal tax and surtax vate applicable to
corporations under Section 11 or any successor section of the Internal Revenue Code of
1954, as in effect from time o time, and an amount equal to 9.21% per annum of
I&MECo s net investment in the Division. The determination of the 9.21% composite
rate is shown in Appendix B. The Division will use the 9.21% composite after tax rate of
return on its net investment until such time as it receives approval from the Public
Service Commission of West Virginia and/or The Virginia State Corporation
Commission, if necessary, to adjust the return on common equity on January 1 of each
calendar year to the rate of return on common equity determined and allowed by the
FERC in the most recent wholesale rate proceeding involving I&RMECo. In the absence
of a FERC order during the calendar year preceding each January 1, the vate of return
on common equity would be that authorized by the Public Service Commission of Indiana
in an I&RMECo retail electric rate proceeding, during the calendar year preceding such
January 1, otherwise the existing rate of return continues until the next January 1. For
purposes of this Agreement, I&MECo''s net investment in the Division during any period
shall be understood to consist of its investment in real and personal property and an
amount equal to 1/8 of the aggregate operation, maintenance, rental and general
expenses of the Division for each annual period, plus prepayments and deferred expenses
at the end of such period. If for any period the aggregate charges of the Division for
transportation services performed do not equal the aggregate costs of performing such
services, a prospective adjustment in rates will be made. A review of the need for such
prospective adjusiments shall be undertaken at least annually.

Demurrage and standby charges shall be assessed as provided in Appendix A hereto.

The Barge Demurrage Charges and Towboat Standby Charges, provided as Appendix A to the
Barge Transportation Agreement is dated as effective March 1, 1978.

The SEC Release No. 35-24039 dated March 4, 1986, Order Authorizing the Rendition of
Associated and Nonassociated Transportation Services, indicates that the primary purpose of the
RTD is to move coal for the operating companies of the AEP System at the most reasonable

price.
Pages 2-5 of that SEC Release address the subject of cost recovery as follows:

The basic principle used to determine barge rates is that revenues should equal costs.
Since 1973, this principle has been adhered to on total cumulative revenues for the
period 1973 to 1984 of approximately 8260.5 million. The River Transportation
Division’s rates have been based on a detailed cost of service analysis, following normal
transportation industry practice, based on a zone rate system where each river movement
bears an equitable share of total costs. The zone rate structure, as a whole, is reasonable
and free of undue discrimination.

The zone rate system was designed and established so that projected revenues would be
expected to cover costs. Zone rates are set prospectively in such an amount that the
expected revenues will be sufficient to recover projected costs for the next period. These
expenses include (1) direct expenses from each river movement, {2) an allocation of all
other expenses, net of credited revenues from providing services to nonassociates and (3)
provisions for taxes. The variance for each zone (deficit or surplus of revenues over
expenses by zone) at the end of each calendar year is carried over to the next year and
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added to or subtracted from the projected costs to be recovered by the rates set to
recover projecied costs. The review to adjust rates is undertaken at least once a year,
although an adjustment for significant cost shocks (i.e. fuel oil price changes, tax
changes, wage escalations) ave made as they occur and would not wait for the armual
adjustment process.

Specific barge rates are determined by zone. Currently there are four zones, each zone
being treated as a cost center. Direct charges such as labor, fuel and rents are assigned
to each cost center on a projected basis. Overhead costs such as supervisory salaries
and expenses, general office operations and other costs are proportionately allocated to
the four cost centers in the same proportion as direct expenses. Revenues from all
services provided to nonassociates are first credited to reduce overhead costs, and then
applied o direct charges in I&M’s Federal Energy Regulatory Commission ("FERC”)
Account 151. I&M proposes by this application-declaration to include a provision for
taxes based on or measured by income and an amount for the cost of capital of its net
investment in the River Transportation Division (including working capital
requirements), and to allocate such costs to zones on the same basis as overhead. A cost
per ton-mile in each zone is determined by dividing projected total zone costs by
projected total ton-miles moved within each zone. A barge rate for any specific move
within a zone is the product of- (1) cost per ton-mile, (2) the number of adjusted miles
Jor the movement (actual miles adjusted for down time), and (3) the number of net tones
moved. In general, movements within each zone share similar characteristics, and are
considered to be different from movements in other zones. These rates were reviewed
before November 1, 1985 to determine what adjustment to rates, if any, were needed to
adjust revenues to equal costs. 1&M proposes to enter into a Barge Transportation
Agreement with any Applicant requiring barge transportation services incorporating the
barging rates as described, and entitling the Applicant to a service priority over any
nonassociated company. Rates for nonassociated service will be at the highest
practicable level, based on market conditions.

1&M proposes that the cost of capital on its net invesiment in the River Transportation
Division be established at 9.21% per annum, which rate was approved in orders of the
Corporation Commission of Virginia and the West Virginia Public Service Commission
in 1981 and 1984, respectively, and which I&M proposes to begin applying after
approval by this Commission. It represents a weighted average cost of capital based on
I&M's capitalization ratio as of September I, 1973, when the original transportation
assets were acquired. The cost of long-term debt and preferred stock are the effective
vates of the most recent long-term debt and preferred stock issues by I&M prior to
September 1, 1973, The return on common equity is the return ordered by FERC on
March 18, 1980, in I&M’s general rate proceeding. I&M proposes to use the 9.21%
composite rate until such time as state Commissions authorize, if necessary, an
adjustment of the return on common equity on January I of each calendar year to the
rate of return on common equity determined and allowed by FERC in the most recent
wholesale rate proceeding involving I&M. In the absence of a FERC order during the
calendar year preceding each January 1, it is proposed that the rate of return on common
equity would be that authorized by the Public Service Commission of Indiana in an I&M
retail electric rate proceeding during the calendar year preceding such January 1,
otherwise the existing rate of veturn continues until the next January 1.
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The costing procedures for barge rates were provided in response to LA-2012/2013-1-93, in
Confidential Attachment | to that response. —
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The RTD’s 2012 through 2013 Rate Matrix, which provides the affiliated coal barging rates for
OPCo based on the 2012 and 2013 budgets, were provided in Confidential Attachments 1 and 2
to LA-2012/2013-1-94. This lists the barging rates for each OPCo plant from each potential
load-out area to the plant. OPCo plants that are supplied with coal by the RTD include Amos,
Cardinal, Kammer, Mitchell, Muskingum River, Sporn, and Gavin.

A listing of all operating leases for captive barges was provided with the response to LA-
2012/2013-1-108. Copies of the five largest operating leases based upon annual cost in 2012 and
2013 to OPCo were provided in the Confidential Attachments to LA-2012/2013-1-110. Those
lease and charter agreements list OPCo as Charterer for (1)

. The

agreements provide that the 1s the owner of the vessels. Section 8 (provided at LA-

2012/2013-1-110 Confidential Attachment 1, page 13 of 65) provides as follows concerning
maintenance and repairs:

The response to LA-2012/2013-1-109 indicates there are no operating leases between QOPCo and
River Operations for OPCO-owned bargces for the review period.

et 2t R T R R B R R R NI
Management/Performance and Financial Audits of the Fuel and Purchased
Puwer and Allernative Energy Riders of the Ohio Power Company




The affiliated freight rate true ups for the nine quarters starting with the fourth quarter of 2011
through the fourth quarter 2013 for OPCo were provided in Confidential Attachment 1 to LA-
2012/2013-1-95. That information is summarized in the following table:

Exhibit 7-77
River Operations, Summary of OPCO Quarterly Actualizations

For 2012, 1&M had approximately in revenue from OPCo related to the RTD. Costs
and expenses were $ . offset by § for third party gains, less [&M’s return
on investment of approximately . RTD also delivers urea to OPCo. For 2012 RTD
shipped both coal and urea to OPCO plants. The 2012 quantities included urea tonnage of
approximately [JJJij and coal tonnage of | The net cost (based on RTDs Costs and
Expenses, less the Third Party Gain, plus RTD’s Return on Investment) for OPCo for 2012 was
approximately || | | Q. For the [ ovs of urca and coal delivered, this is an
average cost of approximatw per ton. In comparison, the average cost per ton for the
fourth quarter of 2011 was , as shown in the above table.

For 2013, I&M had approximately in revenue from OPCo related to the RTD. Costs
and expenses were $_, offset by S for third party gains, less 1&M’s return
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on investment of approximately || il RTD also delivers urea to OPCo. For 2013 RTD
shipped both coal and urea to OPCO plants. The 2013 quantities included urea tonnage of
approximately i} and coal tonnage of |l The net cost (based on RTD’s Costs and
Expenses, less the Third Party Gain, plus RTD’s Return on Investment) for OPCo for 2013 was

approximately [ N S . For the IR tors of vrea and coal delivered, this is an

average cost of approximately per ton. In comparison, the average cost per ton for the
fourth quarter of 2012 was , as shown in the above table.

Intercompany barge optimization reports (cross charter reports) are utilized by RTD, and are
provided in response to LA-2012/2013-1-106 for December 2011 and each month of 2012
through 2013. These reports show, by month, the barge days associated with Captive chartered
to Commercial and Commercial chartered to Captive, as well as the monthly amounts of
Commercial Expense/Captive Revenue and Captive Expense/Commercial Revenue. For 2012,
the total amounts of Commercial Expense/Captive Revenue and Captive Expense/Commercial
Revenue were [l million and [Jij million, respectively. For 2013, the total amounts of
Commercial Expense/Captive Revenue and Captive Expense/Commercial Revenue were
I illion and million, respectively. The balance between these two amounts
reflects the RTD operating plan to optimize combined fleet performance and not have cross-
subsidies to either the captive or the commercial side of the barge transportation business.

The RTD’s Barge Operations Income Statements and Balance Sheets for Captive Operations for
December 2011 and each month of 2012 through 2013 were provided in Confidential
Attachments 1 and 2 to LA-2012/2-13-1-103. LA-2012/2013-1-103 also provided the
consolidated financial statements, the pre-consolidation financial statement information for
captive operations business segments and the consolidating entries and adjustments for 2012 and
2013 captive operations.

The RTD’s “Actual Net Investment Base & Cost of Capital Billing Adder” for 2011, 2012 and
2013 was provided in the revised Confidential Attachments 1, 2 and 3 to LA-2012/2013-1-104.

The Investment Base consists of a "Working Capital Requirement” that is based on RTD’s
Expenses, less Sub-lease Revenues, plus a prior period Over- or Under-Collection. The result of
these items 15 an amount of “Net Expenses” which is multiplied by 0.125 (i.e., by 1/8th).

To the Working Capital Requirement are added Real Property and Personal Property (based on a
13-month average of Net Book Value). The items included under "Personal Property” include
additions for the average net book value of I&M RTD's personal property, prepayments and
materials and supplies, and subtractions for current liabilities and accruals and accumulated
deferred income taxes. The addition of these items results in an Investment Base, which is
multiplied by a “Before Tax” rate of return of 1% for 2011, | for 2012, and | R
for 2013, to derive an Actual Return on Investment. The derivation of the “Rate of Return on
Assets” of- for 2011, - for 2012, and - for 2013 are shown on page 5 of LA-
2012/2013-1-104 Confidential Attachments 1, 2, and 3. It is based upon a capitalization
consisting of Long Term Debt, Preferred Stock and Common Stock

The derivation of the net investment base components reflect AEP’s implementation of certain
recommendations made in conjunction with the 2009 audit. In the RTD “Investment Base”
calculations, RTD 1s now applying the 1/8 to what appears to be operating expenses. As
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described in the 2009 audit, RTD had previously been applying the 1/8" to Balance Sheet
accounts.

It appears that the way the RTD charges to the AEP captive operations are set up with the billing
and a subsequent true-up (actualization), the operating companies, including OPCo, will
essentially be paying the RTD for all of its costs, including the return component. Given this set-
up, there does not appear to be much risk, if any, that RTD will not collect its cost of service
(including the return component) from the AEP captive operating utilities that use RTD for
transportation services. While some return on investment would appear to be warranted since
RTD has a net investment in assets that are used to provide service, we would question whether
the Return on Common Equity (especially the - ROE that was applied in 2012 and
IR 12t was applicd in 2013) is appropriate and commensurate with the risk of this
operation.

The Ohio PUC has not allowed either CSP or Ohio Power to use a 1/8” O&M calculation for
cash working capital in any distribution rate cases from 2000 to the present. In Case Nos. 11-
352-EL-AIR et al, Ohio Power's more recent distribution rate case, the Staff report, at page 7,
stated that the Applicant did not prepare a lead lag study; therefore, the Staff capnot recommend
a working capital allowance. A similar statement 1s contained in the Staff report in CSP's last
distribution rate case, Case Nos. 11-351-EL-AIR et al, at page 7.

The following table shows the estimated annual revenue requirement to OPCO from the RTD’s
Working Capital Requirement, derived from information provided in LA-2012/2013-1-97 and
104:

Exhibit 7-78
Estimated Annual Revenue Requirement to OPCO from RTD Working Capital Requirement

The above table shows the total amount of annual revenue requirement on the RTD Working
Capital component of the RTD investment base, and the estimated portion of that becomes a cost
of OPCO for 2010 and 2011. Additionally, the following table shows how much of the tota)
annual RTD revenue requirement for the RTD investment base relates to the RTD Working
Capital component:
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Exhibit 7-79
Portion of Total Annual Cost for RTD Investment Base Comprised by RTD Working Capita)
Requirement

The use of a 1/8™ Q&M calculation for determining a working capital component of investment
base has been controversial. It assumes there is a net lag between the collection of revenue and
the payment of cash expenses of approximately 45 days (365 / 8 = 45.625 days). The validity of
this assumption should be tested via a lead-lag study. AEP should be required to analyze the
receipt of revenue and the payment of cash expenses for RTD captive operations, similar to a
lead-lag study.

The use of a 1/8 formula for computing cash working capital has been discredited for a number
of reasons, including because it would always produce a positive cash working capital
allowance, even in situations where funds were being supplied to the service provider through
operations. Other AEP operating utilities have conducted lead-lag studies.”’” It appears
questionable that the RTD would be incapable of having an appropriate lead-lag study analysis
of its cash receipts and expenditures as the basis for a cash working capital component of the
RTD “Investment Base.” An appropriately conducted lead-lag study analysis would also tend to
be more reliable than the 1/8 formula assumption currently being used by RTD.

RTD rates for transporting coal to OPCo are based on mileage. Per the confidential attachment
provided with LA-2012/2013-1-111, for 2013

LA-2012/2013-1-98 asked whether the RTD or AEP or OPCQ had information with respect to
barge transportation rates charged by competitive carriers such as . The
Company’s confidential response indicated that Crouse was the only carrier used 2012 and no
outside carriers were use in 2013.

As explained in the response to 1.A-2012/2013-1-101, Ohio Power or AEP does not issue RFPs
for barge transportation as this service is provided by the RTD at cost.

%7 For example, Appalachian Power Company filed lead-lag studies for its gencration and distribution operations in
Virginia Statc Corporation Commission Docket No. PUE-2011-00037.
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As explained in the response to LA-2012/2013-1-102, OPCO did not contract for barge
transportation service with carriers other than the RTD. The RTD fulfills all of AEP’s barging
needs, other than the occasional transaction, such as the one noted above, as described in
response to LA-2012/201301-98.

As identified in the response to LA-2012/2013-1-100, total demurrage revenue recognized in
2012 for RTD was h OPCO’s portion of that was [} Total demurrage revenue
recognized in 2013 for RTD was |l OPCo's portion of that was [JJJJ N Per LA-
2012/2013-1-99, demurrage is billed according to contract terms and is reported as affiliated or
outside revenue by RTD based on the identity of the customer.

Larkin requested that AEP Ohio provide copies of invoices related to demurrage charges for all
river-supplied coal plants for the periods 2012 and 2013. In response to LA-2012/2013-1-112,
AEP Ohio provided copies of the demurrage invoices for coal shipments that were submitted to
AEP Ohio in 2012 and 2013. The exhibit below summarizes the 2012 demurrage charges which
relate to coal shipments delivered to the Cardinal plant.

Exhibit 7-80
Cardinal Plant Demurrage in 2012

Cardinal Plant Demurrage in 2012

Peried Date Number Amount
April 2012 5/7/2012 | MEMO319251| § 6,216
May 2012 | 6/18/2012 | MEM0322834] $ 9,600
May 2012 6/18/2012 | MEMO322835| § 6,144
June 2012 | 7/19/2012 | MEMO0325599| § 2,361 |
July 2012 8/15/2012 | MEMO327669| § 469
October 2012 |11/13/2012| MEM(338088| $§ 200
October2012 | 11/13/2012| MEM0338091| § 2,724 |
November 2012 | 12/10/2012 | MEMO0340770| § 4,500

Total! § 32214

Larkin requested that AEP Ohio explain (1) whether there were any problems at the Cardinal
Plant in May 2012 which contributed to the relatively high demurrage of $15,744 ($9,600 +
$6,144) during that month, and (2) how the demurrage costs were charged or allocated among
the Cardinal units. In its confidential response to LA-2012/2013-4-20 the Company stated:

The exhibit below summarizes the 2012 demurrage charges which relate to coal shipments
delivered to the Gavin Plant.
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Exhibit 7-81
Gavin Plant Demurrage in 2012

Gavin Plant Demurrage in 2612

o | Invoice Inwice
Period Date Number Amount
February 2012 | 4/5/2012 | MEMO0316633] § 16,269
April 212 5772012 | MEMO03192551 § 30,778
May 2012 6/18/2012 | MEMO03228411 § 45,670
June 2012 7/24/2012 | MEMO325504| § 41,326
Tuly 2012 8/15/2012 s MEMO0327652| § 17,796
November 2012 }12/10/2012] MEM0340771| $ 26,513
 December 2012 | 1/8/2013 | MEMO0342974| § 9,877
Total| § 188,229

Larkin requested that AEP Ohio explain whether there were any problems at the Gavin Plant in
May and June 2012 which contributed to the high demurrage charges of $45,670 and $41,326,
respectively. In its confidential response to LA-2012/2013-4-25 the Company stated:

Gavin plant experienced several planned and forced outages in May and June of 2012,
which contributed to the lack of unloading, and ultimately, demurrage charges.

The exhibit below summarizes the 2013 demurrage charges which relate to coal shipments
delivered to the Cardinal Plant.

Exhibit 7-82
Cardinal Plant Demurrage in 2013

Cardinal Plant Demurrage in 2013

Invoice Invoice

Period Date Number Amount
February 2013 3/11/2013| MEM03491271 § 6,500
February 2013 | 3/11/2013| MEM0349128| § 13,491
April 2013 5/6/2013| MEM0353473( § 10,250
April 2013 5/6/2013| MEM0353474| § 19
May 2013 6/4/2013| MEM0355321[ $ 96,750
June 2013 7/5/2013| MEM (357333 § 18,300
June 2013 7/5/2013| MEM(357334( § 3,512
uly 2013 9572013 MEM0359522] § 11,600
August 2013 9/5/2013| MEM(361739{ $ 27,200

October 2013 11/14/2013| MEM0367542| § 3,100 |
October 2013 | 11/14/2013| MEM0367543 | $
November 2013 | 12/12/2013( MEM0370192| §
Total| $226,811

Larkin requested that AEP Ohio explain whether there were any problems at the Cardinal Plant
in February 2013 which contributed to the relatively high demurrage charges of $19,991 ($6,500
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+ $13,491) during that month. In its confidential response to LLA-2012/2013-4-21, AEP Ohio
stated:

In February 2013, there were 10 days that the plant was operating with only one barge
unloader due 1o the other loader being out of service.

Larkin requested similar information as it related to demurrage charges at the Cardinal Plant for
the periods May through August 2013 as well as November 2013. The Company's confidential
responses were provided as follows:

As it relates to the period May through August 2013, in response to LA-2012/2013-4-22 AEP
Ohio stated:

As it relates to November 2013, in its confidential response to LA-2012/2013-4-23, the
Company stated:

There were 7 days that the plant had one of its two barge unloaders out of service. Also
during that time, coal from the storage pile had to be blended with coal from barges.
Blending coal can only be done with one of the plant's two barge unloaders, which limits
unloading capabilities.

As it relates to December 2013, Larkin asked whether there were any demurrage charges and if
50, to specify how much demurrage was charged for each unit. In its confidential response to
LA-2012/2013-4-24, the Company stated that the only charges in December 2013 related to
1Cardina] for which the Company provided an invoice issued to Buckeye in the amount
of § .

The exhibit below summarizes the 2013 demurrage charges which relate to coal shipments
delivered to the Gavin Plant.
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Exhibit 7-83
Gavin Plant Demurrage in 2013

Gavin Plant Demurrage in 2013 |

Invoice Invoice
Period Date Number Amount

January 2013 2/1172013 | MEM(346406| § 31,587

February 2013 31172013 IMEMO033459129 § 9,714

March 2013 4/5/2013 | MEMO351155| § 16,056
June 2013 7/5/2013 | MEMO0357335] § 47,713
July 2013 8/5/2013 | MEMO0359523] 5 588

Total] $105,658

Larkin requested that AEP Ohio explain whether there were any problems at the Gavin Plant in
January 2013 which contributed to the high demurrage charges of $31,587. In its response to
LA-2012/2013-4-26 the Company stated:

The Powder River Basin ("PRB"} inventory pile at the Gavin Plant was discontinued at
the end of calendar year 2012, but there were some PRB shipments that carvied over into
2013. Consequently, the carry-over PRB coal was being drawn directly from the barge
in January, 2013, Demurrage charges were incurred during the month as the draw could
not exceed a 20% PRB blend for the plant burn.

As it relates to June 2013, Larkin requested that AEP Ohio explain whether there were any
problems at the Gavin Plant in June 2013 which contributed to the high demurrage charges of
$47,713. In addition, Larkin asked how the Gavin Plant managed to improve its barge unloading
performance from |, -
demurrage for July 2013, including what changed in July that resulted in the noted improvement
to barge unloading performance. In its response to LA-2012/2013-4-27 the Company stated:

There were two forced unit outages and one planned unit outage in June 2013, which
resuited in lower than normal consumption that contributed to higher demurrage
charges.

The Gavin Plant burned more coal in July than June. As the coal was delivered in a
ratable manner, the plant personnel was urloading coal to meet July's higher burn more
steadily, thus resulting in a steep decline in demurrage days.

Based on our review of RTD information to date, we believe there may be a need to revise,
prospectively, the way the RTD Net Investment Base and Cost of Capital Billing Adder that is
used to determine RTD charges to OPCo is derived.

There was a notable decline in RTD deliveries of coal to Plant Gavin in the fourth quarter of
2013, as shown m information provided in response to LA-2012/2013-1-95 and summarized
below:

PR = s 7 T "
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Exhibit 7-84
Tons of Coal Delivered to Plant Gavin

Tons of Coal Delivered to Plant Gavin
By AEP River Transportation Division

Period Tons Delivered
Q1 2013 1,916,141
Q2 2013 1,585,572
Q32013 1,447,338
Oct & Nov 2013 534,539 4th Quarter
Dec-13 313,139 847,678
Total 2013 5,796,729

Source: LA-2012/2013-1-95

This period also roughly corresponded to changes in the RTD revenue listing, where in periods

prior to September 2013, RTD revenue from coal deliveries to ﬁ”
but subsequently is listed as As noted in a prior section of this report, AEP Ohio
commenced a i

. This process involves

. 'This arrangement has also complicated the audit trail and
related documentation. So we have asked AEP Ohio to provide some clarification, as noted
below.

AEP was asked to explain the drop-off in fourth quarter 2013 tonnage and clarify how RTD 1s
billing OPCo and |l for barge transport of coal to || . in LA-2012/2013-13-1

During the fourth quarter of 2013, the RTD revenue details began showing a separate line item
for . Up to that point RTD revenues for barge transportation of coal to were
listed as . The Company's response to LA-2012/2013-13-1(f) clarified that the

response to LA-2012/2013-13-1(a) the Company confirmed that the information shown tn LA-
2012/2013-1-95 was correct. The reason for the lower RTD deliveries was that less tons of coal
were needed at Gavin during the fourth quarter of 2013.

Based on our review of RTD information to date, we have the following recommendations:

AEP should be required to analyze the receipt of revenue and the payment of cash expenses for
RTD captive operations, similar to a lead-lag study, and to present such information to support
its assumption that RTD has a significant Cash Working Capital requirement. If adequate
supporting information is not provided to substantiate that RTD has a significant Cash Working
Capital requirement and the amount of that requirement using lead-lag study analysis of cash
receipts and cash payments, the RTD Working Capital component of the RTD investment base
should be removed from the cost charged by RTD to OPCo from January 1, 2012 forward.
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8 RENEWABLES AND THE ALTERNATIVE ENERGY
RIDER (AER) COMPONENT

Management/Performance Audit

Alternative Energy Portfolio Requirements

S.B. 221 included an Alternative Energy Portfolio Standard (O.R.C. 4928.64-65) which requires
25 percent of all kilowatt hours of electricity sold by ¢lectric distribution utilities and electric
services companies to retail electric consumers under their standard service offers to be obtained
by “alternative energy sources” by 2025. Alternative energy sources are defined as “advanced
energy resources” and “renewable energy resources” that satisfy the applicable placed in-service
requirement. Alternative energy sources can also include new and existing customer-sited
advanced and renewable energy resources that the customer commits to integrate into the
utility’s demand-response, energy efficiency, or peak demand reduction programs. Examples
include a resource that has the effect of improving the relationship between real and reactive
power; a resource that makes efficient use of waste heat, storage technology that allows
customers to modify their demand or load and usage characteristics; and any advanced
renewable energy resource that can be utilized effectively. The final rules implementing the
Alternative Energy Portfolio Standard were not issued until December 10, 2008.

At least half of the alternative energy requirement must be satisfied from “renewable energy
sources’” which must include solar. The percentage required by year is provided on Exhibit 8-1.
The other requirement is that at least 50 percent of the renewable energy must come from in-state
facilities and the balance must come from facilities that can deliver into the state. Technologies
that qualify under the renewable category include: solar, wind, hydroelectric, geothermal, waste
denived fuel, biomass, biologically derive methane gas, wood waste, fuel cells, and storage
facilities.
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Exhibit 8-1
Renewable Energy Benchmark Requirements

Renewable Minimum

Year Energy Solar

2009 0.25% 0.00%
2010 0.50% 0.01%
2011 1.00% 0.03%
2012 1.50% 0.06%
2013 2.00% 0.09%
2014 2.50% 0.12%
2015 3.50% 0.15%
2016 4.50% 0.18%
2017 5.50% 0.22%
2018 6.50% 0.26%
2019 7.50% 0.30%
2020 8.50% 0.34%
2021 9.50% 0.38%
2022 10.50% 0.42%
2023 11.50% 0.46%
2024 12.50% 0.50%

The remaining up to half of the alternative energy requirement can come from “advanced energy
resources.” Technologies which would qualify include: any method or device which would
increase electricity output without an increase in carbon emissions; a distributed generation
system consisting of customer cogeneration and thermal output; clean coal technology which
limits emissions of carbon; advanced nuclear technology; fuel cells; and demand side
management and energy efficiency improvements. Unlike the renewables, there are no interim
requirements, simply a cumulative 25 percent requirement by 2025,

To ensure compliance with the alternative energy standards, utilities are required to file an
annual report that documents how their compliance obligations are calculated and provides a
listing of the REC certificate numbers that were surrendered as part of their compliance
obligation. If the utility has failed to meet its requirements in any year and such under-
compliance is deemed to have been avoidable, the utility will be assessed a monetary penalty
referred to as the “alternative compliance payment (“ACP”), The non-solar ACP is initially set
at $45 per MWh and will be adjusted annually by the PUCO according to changes in the
Consumer Price Index. The solar ACP is initially set at $450 per MWh. In 2012 and 2013, the
solar ACP was set at $350 per MWh and then gets reduced by $50 every two years thereafter
until it hits $50 per MWh in 2024. ACPs are deposited mto the Ohio Advanced Energy Fund
which provides funding for renewable and energy efficient projects within the state. ACPs are
not recoverable through the FAC.

Utilities can obtain relief from certain requirements and avoid paying the ACP. A utility does
not have to comply if it demonstrates that compliance with the portfolio standard 1s “reasonably
expected” to increase generating costs by three percent or more. In addition, a utility can obtain
relief through the force majeure provisions which state that the PUCO has the ability to waive
compliance if the utility can demonstrate there were insufficient renewable energy products in
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the market place. Periodically, there are efforts within the state legislature to modify overall
requirements.

Ohio Power Compliance

The Renewable Energy requirement is calculated by applying the renewable energy standard
multiplied by a three-year average of retail sales sold under its standard service offer minus
industrial consumer load under the economic growth rider. Exhibit 8-2 provides the baseline for
retail sales and the REC requirements for solar and non-solar, Ohio and other for 2012 and 2013.

Exhibit 8-2
Baseline Requirements

To comply with this requirement, companies must surrender renewable energy credits (REC)
from qualified resources {Note: 1 REC= | MWh) equal to the renewable obligation. Given a
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REC have a five-year lifetime following their acquisition, surplus unused credits can be carried
over and consumed in a following year.

These compliance reports show AEP-Ohio complied with its renewable energy requirement
primarily through three major long-term renewable power purchase agreements and
supplemented with purchases of qualifying renewable energy credits, co-firing biomass at
selected coal plants and Ohio’s renewable energy technology program. A breakdown of the
major REC providers used for compliance is provided in Exhibit 8-3.

Exhibit 8-3
Major REC Providers

As shown, the bulk of the Ohio non-solar requirement is met by the 99 MW AEP ||| GTTEER
project. Prior to the Power Purchase Agreement (PPA) being approved by
the Commission, Ohio Power

. Once this PPA was approved in 2013, Ohio
Power received not only the project power output and capacity credit values but also all
associated RECs _ Of the 2013 RECs created by the project in 2013, a
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total of

Ohio Power operations also qualified for RECs from its co-firing biomass and biodiesel at its
Conesville #4-6, Picway and Muskingum #1-4 coal fired stations. Overall, this biomass co-firing

qualified for ||~ 2012 aod |- 2013.

The remaining Ohio non solar requirement was met through

The entire requirement for outside of Ohic non-solar requirements for qualifying resources
connected to PIM grid were supplied under its 100 MW PPA with the
project in Indiana.

Given the high capital costs for the wind and solar resources and the high biomass fuel costs,
these resources are more expensive than Ohio Power’s conventional fossil fired power resources.
For the first nine months of 2012, the high costs for the renewable power and credit purchases
were recovered in the fuel adjustment clause.

However, beginning in October 2012, the renewable cost recovery has been divided between the
fuel adjustment clause for the value of the provided renewable power and capacity for the 3

renewable projects under Power Purchase Agreements
h) and the Altemmative Energy Rider (AER) for the remaining

above market value for the three contracts and for all the remaining REC credit purchases. Since
the fuel adjustment clause expires December 31, 2014 and the AER continues, AEP developed
an allocation methodology to allow for recover of the REC values in the AER.

|

The FAC cost allocation methodology covering the period October 2012-December 2013
calculates the value of the energy and capacity provided. It assigns the value of the energy
produced under the three agreements to be equal to the monthly average spot clearing price for
nearest PJM pricing points multiplied by the power each produced during the month. This
approach would very roughly approximate to what the company would have received 1f it sold
the output on the open market.

The AEP capacity used for the wind projects in this calculation is based upon the capacity credit
given by PJM. Given wind speeds need to reach near 14m/s for a wind turbine to produce power
at its nameplate capacity, their rated capacity is generally not available during system peak
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demand periods and PJM assigns only a fraction of wind project capacity towards the power
pool reserve margin reguirement.

For the - - project, PJM assigns no capacity credit since the project was not
registered as a PJM resource. Given the |l project reduces the system peak demand, AEP
currently assigns only a 3.84 MW capacity credit to the facility in its capacity credit calculation.
AEP’s assigned 38 percent credit value is less than what many other US grid connected solar
resources typically receive since they operate near their full rated capacity during the summer
peak periods but is equal to the PIM solar default value for solar grid connected resources. EVA
recommends that AEP apply the same capacity credit methodology as PJM uses for its grid
connected resources based upon its output for prior annual peak periods. EVA anticipates that
during the prior 2012 and 2013 peniods, the power output was above 38 percent during the
system peak periods.

AEP’s proposed methodology for calculating capacity value for the three renewable project’s
capacity was to use the PIM capacity auction clearing price. Under this method, AEP applied the
PJM auction value of $16.46/MW-day for the period October 2012-May 2013 and then updated
to the most recent capacity auction of $27.73/MW-day for June-December 2013. These clearing
prices are widely considered as being far below true market capacity cost and values that have
been debated in prior PUCO dockets. In its July 2012 decision 10-2929-EL-UNC, the
Commission set the system capacity value of $188.88 MW-day that should be used in the AEP
renewable capacity credit calculations.

As shown in Exhibit 5-10, by using the Commission approved generation capacity value, the
total renewable contract capacity credit for the 15 month period (October 2012-December 2013)
under the Fuel Adjustment Credit would have increased by $2.115 million and the Alternative
Energy Rider decreased by this same amount.

8 Given that _ wind project receives only a 9.73% of nameplate caiaciti credit based upon its

performance during region peak demand periods, a significant risk exists that capacity credit may be
reduced once sufficient performance data during systermn peaks is collected. This future adjustment could lower its
future capacity system value and assign a greater cost to the AER.
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Exhibit 8-4
Revised Capacity Credit Calculations

Overall if AEP had used the Ohio Commission credit value in combination with a higher solar
capacity value (10.1 MW vs 3.84 MW) for the ||} ] I contract, the total renewable
capacity credit value under the Fue! Adjustment Clause would have been increased by § 2.655
million and the AER would be reduced by a corresponding amount. This change has significant
future implications since the FAC is set to expire at the end of 2013 and the AER continues.

FINANCIAL AUDIT

Organization

The section of the report concerning the FAC filings audit is organized into the following
sections:

e Background

* Audit Period for Review of Renewables Cost and Rider AER
e Quarterly AER Filing — Fourth Quarter 2012

» Rider AER - First Quarter 2013

» Rider AER - Second Quarter 2013

¢ Rider AER — Third Quarter 2013

¢ Rider AER — Fourth Quarter 2013

¢ Rider AER - First Quarter 2014

s Rider AER — Second Quarter 2014

¢ Minimum Review Requirements

* REC Inventories
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o REC Costs Included in Rider FAC

» Determination of REC Values

e Value for Non-Solar, Non-Ohio REC Inventory Before Rider AER Effective Date
¢ Fulfillment of Renewables Obligation

¢ Non-Solar REC Inventory and REC Consumption

s  REC Accounting

» Biodiesel and Biomass Testing and Biodiesel RECs
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Background

As discussed in the management audit section of this report, AEP-Ohio 1s subject to the
compliance standards as set forth in Section 4928.64 of the revised Ohio Code as it relates to an
electric utility being required to provide electricity from alternative sources. Specifically,
Section 4928.64, subsection (B) states in part that:

The baseline for a utility's or company's compliance with the alternative energy
resource requirements of this section shall be the average of such total kilowatt
hours it sold in the preceding three calendar years, except that the PUCO may
reduce a utility's or company's baseline to adjust for new economic growth in the
utility’s certified territory ov, in the case of an electric services company, in the
company's service area in this state. Of the alternative energy resources
implemented by the subject utility or company by 2025 and thereafter:

i Half may be generated by advanced energy resources;

ii. At least half shall be generated from renewable energy vesources, including one-
half percent from solar energy resources, in accordance with the following
benchmarks:

Exhibit 8-5
Renewable and Solar Benchmarks

_Renewable| Solar

i Jmergy
Resources
0.00%

2014 250% | 0.12%
2015 350% . 0.15%
2016]  450% ! 0.18%
2017; 550% 1 0.22%

2019]  7.50% | 0.30%
2020 850% 0.34%
2001 950% | 0.38%
2022, 1050% | 042%
L2023 1150% | 046% ¢
__204and beyond  12.50% ?

ifli. At least one-half of the renewable energy resources implemented by the utility or
company shall be met through facilities located in this state; the remainder shall
be met with resources that can be shown to be deliverable to this state.
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In its July 31, 2008 Application for an Electric Security Plan (and FAC), AEP Ohio requested
full cost recovery of its renewable energy purchases and renewable energy credits ("RECs") with
the caveat that the Companies proposed including all of its renewable energy costs within the
FAC mechanism, and not as part of the deferred FAC costs pursuant to Section 4928.144 of the
revised Ohio code. In its Opinion and Order dated March 18, 2009, the PUCO approved the
Companies' proposed inclusion of renewable energy purchases and RECs as includable FAC
costs citing Section 4928.64(E) which states:

All costs incurred by an electric distribution utility in complying with the
requirements of this section shall be bypassable by any consumer that has
exercised choice of supplier under Section 4928.03 of the Revised Code.

On January 27, 2011, AEP-Ohio witness Philip J. Nelson submitted direct testimony in Case
Nos. 11-346-EL SSO and 11-348-EL-SS0O in which the Company had proposed the
implementation of an Alternative Energy Rider ("Rider AER"), which would segregate the REC
value from Renewable Energy Purchase Agreements ("REPA"). Specifically, the REC
component of renewable energy costs would be recovered through the AER and the non-REC
portion of and the non-REC portion of such costs would continue to be recovered through FAC.

On August 8, 2012, the Commission issued its Opmion and Order in Case Nos. 11-346-EL-SSO,
et al, in which the Alternative Energy Rider ("AER™) was established. The AER is a mechanism
through which AEP-Ohio can recover its prudently incurred alternative energy compliance costs
and according to the response to LA-2012/2013-1-65, became effective (along with other
provisions of the modified ESP) in "Cycle 1 September 2012".

Audit Period for Review of Renewables Cost and Rider AER

The audit period for renewables is 2012 and 2013. We reviewed the Company’s renewables
costs for 2012 and 2013. The Alternative Energy Rider was only in effect for part of this period.
Rider AER became effective in October 2012 as a result of AEP Ohio’s first quarterly filing on
August 31, 2012, which reflected projected information for October through December 2012. As
noted above, Rider AER recovers the REC value of the Company’s renewable purchased power
agreements. The capacity costs and energy value of the REPAs continues to be recovered
through the FAC.

As aresult of implementing Rider AER in October 2012, the Company began computing a
capacity and an energy value for its REPAs, with the REC value being the reminder after
subtracting the capacity value and energy value from the total cost.

Quarterly Rider AER Filing - Fourth Quarter 2012

On August 31, 2012, AEP Ohio submitted its first Alternative Energy Rider (“AER”} quarterly
filing, for CSP and OPCO, which reflected projected data for the period October through
December 2012. AEP Ohio’s filing for this quarter included a submittal letter, Schedules 4
through 6 supporting the Companies proposed calculations for CSP and OPCO, and the
explanations of each schedule. The Companies’ Rider AER was filed with its quarterly Rider
FAC filing.
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The sections below discuss AEP Ohio’s fourth quarter 2012 Rider AER filings by reproducing
Schedules 4 through 6, broken out separately between CSP and OPCO as Exhibits 8-1 through §-
3, and briefly summarizing each schedule.

Exhibit 8-6
CSP and OPCO Schedule 4, October — December 2012

Schedule 4

CHIO POWER COMPANY and COLUMBUS SQUTHERN POWER COMPANY
Calculation of Quarterly AER Fer Billing During
October 2012 through December 2012
Summary - Proposed AER Rate

LUMBUS SOUTHERN POWER RATE ZONE

B C D
Schedule 5 Schedule 6
Delivery Forecast (FC) Reconciliation (RA) Total of FC and RA
Line Voltage Component  Adjustment Comp. Components
1 [Secondary 0.08273 0.00000 (0.082730
Primary 0.07986 0.00000 0.079860
3 [Sub/Transmission 0.07827 0.00000 (.078270
OHIO POWER RATE ZONE
B C D
Schedule 5 Schedule 6
Delivery Forecast (FC) Reconciliation (RA) Total of FC and RA
Line Voliage Compenent  Adjustment Comp. Components
1 |Secondary 0.05586 0.00000 (.055860
2  |Primary 0.05392 0.00000 0.053920
3 |Sub/Transmission 0.05285 0.00000 0.052850

Schedule 4: Column B reflects the forecast component (“FC”) rate necessary to recover the
estimated REC cost for the period October through December 2012. Column C will be used for
a reconciliation adjustment (“RA”) for the October through December 2012 pertod. Column D
reflects the sum of the FC and RA components.
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Exhibit 8-7
CSP and OPCO Schedule 5, October — December 2012

Schedule 5
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly AER Far Billing During
October 2012 through December 2012
FC Camponent
Forecast Perlod - 4th Quarter 2042
Line Descriptian Qutober Novemher December Total
IQTAL COMPANY
1 Renewable Energy Credila 1.787.582 2,018,906 2,151,027 % 5.957.515
2 Retail Non-Shapping Sales - Generalion Level Kwh 2,382,573,959 3.052,977,995 3,469,293,021 9,504,844, 975
3 COLUMBUS SQUTHERN POWER RATE ZONE
4  CSP % for Retail Load 49 20% 5 2.931.097
5 CSP % Non-Shopping Sales 39.54% 3,758,215,703
6 FC Component of AER Rate Al Generation Level - Senls/kWh 007799
Sacandary Primary Sub/Trans
7  FC Component of AER Rate Al Generation Level Co77e9 0.07799 0077
& Loss Facler 1.0608 1.0240 1.0036
9 FC at the Meter Lavel - CentslkWh Line 17 x Line 18 8.08273 0.07946 0.07827
10 QHIO POWER RATE ZONE
11 QPCe % for Redaii Load 50 80% 5 3,026,418
12  QPCo % Non-Shapping Sales 60.46% 5,746.620.272
13 FC Comporent ol AER Rate Al Generation Level - Centsik¥Wh 0.05266
Secondary Primary SublTrans

14 FC Component of AER Rate Al Generaticn Level 0.05266 {.05266 0.05266
18 Less Faclor 10608 1.0240 1.0036

16 FC at the Meter Level - Cents/kWh Line 23 x Line 24 0.05586 0.03392 0.05285

Schedule 5: This schedule reflects AEP Ohio’s estimates of monthly REC costs it expected to
mecur during the period October through December 2012. AEP Ohio stated that it calculated the
rates by voltage necessary to recover its forecast costs. For the fourth quarter of 2012, AEP Chio
projected REC costs totaling $5.958 million.

As stated in Chapter 7, the component for renewable energy credits (“RECs™) was moved from
the FAC to the AER, commencing with AEP Ohio’s first Rider AER filing, which reflected the
projected cost of RECs for October through December 2012, The Companies calculated the FC
portion of the AER rate at the Generation level. This amounted to .07799 cents per kWh for CSP
and .05266 cents per kWh for OPCO. This was calculated by dividing each Company’s
projected AER for retail load by each Company’s projected retail non-shopping sales at the
Generation level.

CSP and OPCO applied loss factors to each respective FC portion of the AER rate based on
delivery voltage levels in order to derive the FC portion of the AER rate at meter level. The
Companies applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary,
primary and sub/trans voltage levels, respectively, which resulted in FCs of .08273, .07986 and
07827 cents per kWh for CSP and FCs of .05586, .05392 and .05285 cents per kWh for OPCO.

]
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Exhibit 8-8
CSP and OPCOQ Schedule 6, October — December 2012
Schedule 5
QHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY

Calculation of Quarterly AER For Billing During
Octaber 2012 thraugh Dece mber 2012

RA
Actual Period - April 2012 through June 2012
Kwh Renewable Renawable AER (Over)ibnder
Line Manth Retall Non:Shopping Sales Revenue Cost Recovary
1 Beginning Balance
2 Apr-12 2,400,870,209 % - 3 - 5
3 May-12 2,565,621,174 - 3 -8
4 Juniz 2.553.055.283 % - $ - 3
5 Ending Balance 7,619,546,766 § - 3 h §
6  Total (Over¥Under Recovery Balanca 5 -
7 Loss Adjusled Retail Sales Billing Period - kWh 9,504,844,975
&  RA Compenenl at Generalian - CentsfkWh 1.00000
9 Secondary Primary Sub/Trans
10 RA Camperent of FAC Rate At Generation Level - - -
11 Loss Factor 1.0608 1.024 10036
12 RAatthe Meter Level - Cents'kWh Line 10 x Lina t1 0.00000 00,0000 0.00000

Schedule 6: This schedule represents the Companies’ RA components for the fourth quarter 2012
AER filing. The Rider AER filing for the fourth quarter of 2012 did not yet have any actual
REC revenue or costs. The RA component for this filing was zero.

Rider AER - First Quarter 2013

On December 3, 2012, AEP Ohio submitted quarterly FAC filings, which included quarterly
AER filings for CSP and OPCO based on projected data for the period January through March
2013. AEP Ohio’s filing for this quarter included a submittal letter, and Rider AER Schedules 4
through 6 supporting the Companies proposed calculations for CSP and OPCO.

The Companies used the same methodology described above as it relates to the format of the
schedules m their initial Rider AER filing. The sections below discuss AEP Ohio’s first quarter
2013 AER filings by reproducing Schedules 4 through 6, broken out separately between CSP and
OPCO as Exhibits 8-5 through 8-7, and briefly summarize each schedule.
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Exhibit 8-9

CSP and OPCO Schedule 4, January -~ March 2013

Schedule 4

OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calcutation of Quarterly AER For Billing During
January 2013 through March 2013
Summary - Proposed AER Rate

COLUMBUS SOUTHERN POWER RATE ZONE

A B C D
Schedule § Schedule 6
Delivery Current Forecast (FC) Reconciliation (RA) Total of FC and RA
Line Voltage AER Rate  Component Adjustment Comp. Compganents
1 |[Secondary 0.08273 0.16354 0.00000 0.163540
2 Primary 0.07988 Q15787 0.00000 0157870/
3 [Sub/Transmission 0.07827 0.15473 0.00000 0.154730
OHMIO POWER RATE ZONE
A B [ D
Schedule 5 Schedule &
Delivery Current Forecast {FC) Reconciliation (RA} Total of FC and RA
Line Voltage AER Rate Component  Adjustment Comp. Components
1 |Secondary 0.05588 0.11043 0.00000 0.110430C
2 |Primary 0.05392 0.10660 0.00000 0.106600
3 |[Sub/Transmission 0.05285 0.10447 0.00000 0.104470

Schedule 4: Column A of this schedule reflects the then current AER rate by delivery voltage.
Column B reflects the forecast component (“FC”) rate necessary to recover the estimated fuel
expense for the period January through March 2013. Column C will present the Companies’

reconciliation adjustment (“RA’™) for Rider AER when it begins to apply. Column D reflects the
sum of the FC and RA components.
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Exhibit 8-10
CSP and OPCO Schedule 5, January — March 2013
Scheduie 5
OHIO POWER COMPANY and COLUMEUS SOUTHERN POWER COMPANY
Calcutatian of Quarterly AER For Billing During
Janury 2013 through March 2013
FC Component

Forecast Period - 15t Quarter 2013

Line Description January February March Tolal
QTAL COMPANY

1 Renewable Energy Credits 2,830, 344 2.372,310 2,320,061 5 7,531,716
2 Relail Non-Shopping Sales - Gengratian Lesel Kwh 2,268,648 381 1,869,507,757 1,940,655,716 6,078 815,853
3 COLUMBU UT] TE ZONE

4  CSP % for Retail Load 49.20% B 3,705,604
5 CSP % Non-Shopping Sales 39.54% 2,403,563,788
6 FC Component of AER Rate At Generation Level - Cents/kWh 015417

Secondary Primary SubiTrans

T FC Component of AER Rate At Generation Level Q15417 0.15417 0.15417

& Loss Factor 1.0608 1.0240 1.0035

9 FC at the Mater Level - Cents/ikWh Line 17 x Line 18 0.16354 0.15787 0.15473

10 DHIO POWER RATE ZONE

1t OPCa % for Retail Load $0.80% § 3,826,111

12 O0PCa % Mon-Shopping Sales G0.46% 3,675,252 085

13 FC Component of AER Rate At Generation Level - Cents/kWh 0.19419
Secondary Primary Sub/Trans

14 FC Componenl of AER Rate At Generation Level 015410 0.10410 0.10410

15 Loss Factar 1.0608 1.0240 1.0036

16 FC at the Meter Level - CentsikWh Line 23 x Line 24 0.11043 0,1066 0. 10447

Schedule 5: This schedule reflects AEP Ohio’s estimates of monthly REC costs it expected to
incur during the period January through March 2013. AEP Ohio stated that it calculated the rates
by voltage necessary to recover its forecast costs. For the first quarter of 2013, AEP Ohio
projected REC costs totaling $7.532 million.

As stated in Chapter 7, commencing with the Companies’ first quarterly Rider AER filing, which
covered projected REC costs for the period of October through December 2012, the estimated
cost for renewable energy credits (“RECs™) was moved from Rider FAC to Rider AER. The
Companies calculated the FC portion of the AER rate at the Generation level. This amounted to
15417 cents per kWh for CSP and .10410 cents per kWh for OPCO and was calculated by
dividing the projected AER for retail load by each Company’s projected retail non-shopping
sales at the Generation level.

CSP and OPCO applied loss factors to each respective FC portion of the AER rate based on
delivery voltage levels in order to derive the FC portion of the AER rate at meter level. The
Companies applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary,
primary and sub/trans voltage levels, respectively, which resulted in FCs of .16354, .15787 and
.15473 cents per kWh for CSP and FCs of .11043, .1066 and .10447 cents per kWh for OPCO.

Management/Performance and Financial Audits of the Fuel and Purchased
Power and Alternative Energy Riders of the Ohio Power Company




Exhibit 8-11
CSP and OPCQ Schedule 6, January - March 2013
Schedule 6
OHIO POWER COMPANY and COLUMBUS SQUTHERN POWER COMPANY
Caleulation of Quarterly AER For Billing During
January 2013 through March 2013
RA

Actual Peried - July 2012 through September 2012

Kwh Renewable Renawable AER {Over¥Under
Line Month Retail Non-Shopping Sales Revenue Cast Racovary
1 Beginning Balange
2 Ju-12 3.212,845,267 § $ 3
3 Aug-12 2,885,647,619 § S $
4 Sep12 2,124,289,385 § $ $
] Ending Balance 8,222,782.271 5 - £ - ]
&  Total (OveryUnder Recovery Balance $ -
7 Loss Adjusted Retail Sales Billing Period - kKWh §,078,815,853
8 RA Compconent at Generation - Cents/kWh 0.00000
9 Secandary Primary Sub/Trans
10 RA Component of FAC Rate At Generation Lewel - - -
11 Less Factor 1.0608 1.024 1.0036
12 RA atthe Meter Level - Cents/hWh Line 10 x Line 11 0.000410 {1.60000 0.00000

Schedule 6: This schedule will provide for the RA component of their Rider AER. The
Companies’ first quarter of 2013 Rider AER filing did not yet have any REC revenue or costs,
thus resulting in no RA adjustment in this filing. The Companies will calculate the RA
component of its AER rate at Generation level by dividing the recoveries by the same forecasted
retail non-shopping sales at Generation level referenced in the Schedule 5 section above. The
RA component for this filing was zero.

Rider AER — Second Quarter 2013

On March 1, 2013, AEP Ohio submitted quarterly FAC filings, which included quarterly AER
filings for CSP and OPCO based on projected data for the period April through June 2013, AEP
Ohio’s filing for this quarter included a submittal letter and Rider AER Schedules 4 through 6
supporting the Companies proposed calculations for CSP and OPCO.

The Companies used the same methodology described above as it relates to the format of the
schedules in their initial Rider AER filing. The sections below discuss AEP Ohio’s second
quarter 2013 AER filings by reproducing Schedules 4 through 6, broken out separately between
CSP and OPCO as Exhibits 8-8 through 8-10, and briefly summarize each schedule.
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Exhibit 8-12
CSP and OPCO Schedule 4, April — June 2013

Schedule 4

OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly AER For Billing During
April 2013 through June 2013
Summary - Proposed AER Rate

COLUMBUS SOUTHERN POWER RATE ZONE

A B C D
Schedule 5 Schedule 6
Delivery Current Forecast{FC) Reconciliation (RA} Total of FC and RA
Line Voltage AER Rate  Component  Adjustment Comp. Components
1 |Secondary 0.16354 0.14908 -0.05199 0.097090
2 |Primary 0.15787 0.14391 -0.05018 0.093730
3 |SubfTransmission 0.15473 0.14105 -0.04918 0.091870
QHIO POWER RATE ZONE
A B c 2]
Schedule 5 Schedule 6
Delivery Current Forecast (FC} Reconciliation (RA) Total of FC and RA
Line Voltage AER Rate Component Adjustment Comp. Components
1 [Secondary 0.11043 0.10067 -0.05199 0.048680
2 |Primary 0.10660 0.09718 -0.05018 0.047000
3 |Sub/Transmission 0.10447 0.09524 -0.04918 0.046060

Schedule 4: Column A of this schedule reflects the then cutrent AER rate by delivery voltage.
Column B reflects the forecast component (“FC”) rate necessary to recover the estimated fuel
expense for the period April through June 2013. Column C will present the Companies’
reconciliation adjustment {“RA’) for Rider AER when it begins to apply. Column D reflects the
sum of the FC and RA components.
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Exhibit 8-13
CSP and OPCQ Schedule 5, April — June 2013

Schedule 5
QHIO POWER COMPANY and GOLUMBUS SQOUTHERN POWER COMPANY
Caleulation of Quarterly AER For Billing During
April 2013 through June 2013
FC Component
Forecast Peried - 2nd Quarter 2013
Line Dascription April May June Total
TOTAL COMPANY
1 Renewsble Energy Credits 2.183.904 1,872,616 1,342,480 § 5,400,000
2 Retail Non-Shopping Szles - Generation Level Kwh 1477.493,015 1.623,547,956 1,675,682.410 4.781,130,382
3 COLUMBL: 'UTHER| M|
4 CSP % for Retail Load 46.20% § 2,656,800
5 CSP % Nor-Shopping Sales 39.54% 1,890,458,953
6 FC Component of AER Rate At Generation Level - Cenls/kWh 0.14054
Secondary Primary Sub/Trans
7 FC Component of AER Rate At Generation Level 0.14054 0.14054 0 14054
& Loss Faclor 10608 10240 1.0038
@  FC at the Meter Level - CentykWh Line 17 x Line 18 0.14908 0.14331 0.14105
10 QHIQ POWER RATE ZONE
11 DPCa % for Retal Load 50.80% 5 2,743,200
12 OPCa % Non-Shopping Sales 60.45% 2,890,671,429
13 FC Compenent of AER Rate Al Generation Leve! - Cents/kWh 008480
Secondary Primary Sub/Trans

14 FC Gomponenl of AER Rale Al Genaralion Lewe! 0.09490 0.05480 0.028490
15 Loss Factor 1.0808 1.0240 1.0036
15 FC at the Meter Level - CentkWh Line 23 x Line 24 0.10067 0.08718 0.09524

Schedule 5: This schedule reflects AEP Ohio’s estimates of monthly REC costs it expected to
incur during the period April through June 2013. AEP Ohio stated that it calculated the rates by
voltage necessary to recover its forecast costs. For the second quarter of 2013, AEP Ohio
projected REC costs totaling $5.4 million.

The Companies calculated the FC portion of the AER rate at the Generation level. This
amounted to .14054 cents per kWh for CSP and .09490 cents per kWh for OPCO and was
calculated by dividing the projected AER for retail load by each Company’s projected retail non-
shopping sales at the Generation level.

CSP and OPCOQ applied loss factors to each respective FC portion of the AER rate based on
delivery voltage levels in order to derive the FC portion of the AER rate at meter level. The
Companies applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary,
primary and sub/trans voltage levels, respectively, which resulted in FCs of .14908, .14391 and
14105 cents per kWh for CSP and FCs of .10067, .09718 and .09524 cents per kWh for QPCO.
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Exhibit 8-14
CSP and OPCO Schedule 6, April — June 2013

Scheduls 6
QHIO POWER COMPANY and COLUMBUS SGUTHERN POWER COMPANY

Calculatien of Quarterly AER Fer Bllling During
April 2013 through June 2013

RA
Actual Period - Qctober 2012 through December 2012
Kwh Renswable Renewable AER (Over}{Under
Line Month Retail Non-Shopping Sales Revenue Cost Recovery
1 Beginning Balance
2 Det12 1,989,223,280 § 1,680,088 § (109,604} $ (1,789,694)
3 Nowiz 1,896,976,201 $ 1,437,232 § 1,160,728 % {276,503)
4 Dec-12 2,045,287,888 § 1,488,260 § 1,241,301 § {276,959
5 Ending Balance 5,931,487,369 § 4,805,581 § 2,262,425 % (2,343,156)
6  Total (OveryUnder Recovery Balance $ (2,343,156)
7 Loss Adjusted Retail Sales Billing Period - kWh 4,781,130,382
4  RA Component at Generation - Cents/kWh -0.04901
9 Secondary Primary Sub/Trans
10 RA Component of FAC Rate At Generation Level (0.04901) {Q.04901) (0.04801}
11 Loss Factor 1,0608 1.024 1.0036
12 RA at the Meter Level - Cents’kWh Line 10 x Line 11 -0.05199 <0.05018 104918

Schedule 6: This schedule will provide for the RA component of Rider AER, This resulted in
total over-recovery adjustment of $2.343 million. The Companies calculated the RA component
of its AER rate at Generation level by dividing the over-recoveries by the same forecasted retail
non-shopping sales at Generation level referenced in the Schedule 5 section above. The RA
component for this filing was (.04901) cents per kWh. The Companies applied the loss factors
related to the secondary, primary and sub/trans voltage levels to these RA components in order to
derive the RA portion of the FAC rate at meter level. The application of the loss factors results
in RA components of the FAC rate of (.05199), (.05018) and (.04918) cents per kWh for the
secondary, primary and sub/trans voltage levels, respectively.

Rider AER — Third Quarter 2013

On May 30, 2013, AEP Ohio submitted quarterly AER filings for CSP and OPCO, projected data
for the period July through September 2013 and a RA component based on information from
January through March 2013. AEP Ohio’s filing for this quarter included a submittal letter,
Schedules 4 through 6 supporting the Companies proposed calculations for CSP and OPCO, and
the explanations of each schedule.

The Companies used the same methodology described above as it relates to the format of the
schedules in its initial AER filing. The sections below discuss AEP Ohio’s third quarter 2013
AER filings by reproducing Schedules 4 through 6, broken out separately between CSP and
OPCO as Exhibits 8-11 through 8-13, and then briefly summarizing each schedule.
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Exhibit 8-15
CSP and OPCO Schedule 4, July — September 2013
Schedule 4
OHIO POWER COMPANY and COLUMBUS SQUTHERN POWER COMPANY
Calculation of Quarterly AER For Billing During

July 2013 through September 2013
Summary - Proposed AER Rate

COLUMBUS SQOUTHERN POWER RATE ZONE

A B c D
Schedule 5 Schedule 8
Delivery Current Forecast (FC) Reconciliation (RA) Total of FC and RA
Line Voltage AER Rate Component  Adjustment Comp. Components
1 |Secondary 0.08703 0.10060 -0.04811 0.052490
2 |Primary 0.09373 0.08711 -0.04644 0.080670
3 |Sub/Transmission 0.09187 0.09517 -0.04551 0.049660
OHIO POWER RATE ZONE
A B [ D
Schedule 5 Schedule 6
Delivery Current Forecast (FC) Reconciliation (RA) Total of FC and RA
Line Voitage AER Rate Component Adjustment Comp. Components
1 |Secondary 0.04868 0.06792 0.04811 0.019810
2 |Primary 0.04700 0.08557 0.04644 0.019130
3 |Sub/Transmission 0.04606 0.06426 -0.04551 0.018750

Schedule 4: Column A of this schedule reflects the then current AER rate by delivery voltage.
Column B reflects the forecast component (“FC”) rate necessary to recover the estimated REC
cost for the period July through September 2013. Column C presents the Companies
reconciliation adjustment (RA”), which 1s calculated on Schedule 6 for the REC over or under
recovery it experienced January through March 2013. Column D reflects the sum of the FC and
RA components,
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Exhibit 8-16
CSP and OPCO Schedule 5, July - September 2013

Schedule &
OHIO POWER COMPANY and COLUMBUS SOUTHERM POWER COMPANY
Caleulation of Quarterly AER For Billing Durlng
Jduly 2013 through September 2013
FC Campenent
Forecast Pericd - 3rd Quarter 2013
Line Description July August September Tatal
JIOTAL COMPANY
1  Renewsble Energy Credits 1,267,213.969 1,158,205.161 1,356,698.372 § 3,772,118
2  Retall Non-Shopping Sales - Generation Level Kwh 1,971,110, 376 1,804 8068.751 1,173,871,847 4 549,788 975
3 Bl OUTHERN POWER RATE ZON
4 CSP % for Retail Load 49.20% $ 1,856.882
5 CSP % Non-Shopping Sales 39.54% 1,957,146,561
6 FC Component of AER Rate Al Generation Level - Cents/kWh 0.09482
Secondary Primary Sub/Trans
7 FC Component of AER Rate Al Generation Level 009483 009483 Q09483
8 Loss Faclor 1.0608 1.0240 1.0036
9 FC at the Meter Level - Cents/kWh Ling 17 x Line 1B 0.1006 0.09711 0.09517
mn WER RATE ZONE
11 OPCo % for Relail Load 50.80% 3 1.816.236
12 OPCo % Non-Shopping Sales 60.46% 2,992,642,414
13 FC Companent of AER Rate Al Generation Level - Cents/kWh 0.06403
Secondary Primary SublTrans

14 FC Cornponent of AER Rate Al Generation Level 0.06403 0.06402 0 08403
15 Less Faclor 1.0608 1.0240 1.0036
16 FC at the Meter Level - CentskWh Line 23 x Line 24 0.06792 B.06557 0.06426

Schedule 5; This schedule reflects AEP Ohio’s estimates of monthly REC costs it expected to
incur during the period July through September 2013. AEP Ohio stated that it calculated the
rates by voltage necessary to recover its forecast costs. For the third quarter of 2013, AEP Ohio
projected REC costs totaling $3.772 million.

The Companies calculated the FC portion of the AER rate at the Generation level. This
amounted to .09483 cents per kWh for CSP and .06403 cents per kWh for OPCO and was
calculated by dividing the projected AER for retail load by cach Company’s projected retail non-
shopping sales at the Generation level.

CSP and OPCO then applied loss factors to each respective FC portion of the AER rate based on
delivery voltage levels in order to derive the FC portion of the AER rate at meter level. The
Companies applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary,
primary and sub/trans voltage levels, respectively, which resulted in FCs of .1006, .09711 and
.09517 cents per kWh for CSP and FCs of .06792, .06557 and .06426 cents per kWh for OPCO.
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Exhibit 8-17
CSP and OPCO Schedule 6, July — September 2013
Schedule 6
OHIC POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY

Calculation of Quarterly AER For Billing During
July 2013 through September 2013

RA
Actual Paried - January 2013 through March 2013
Kwh Renewable Renewable AER {Qver)/Under
Line Month Retail Non-Shopping Sales Revenue Cost Recovery
1 Beginning Balance $ -
2 Jan-13 2.109,104,449 § 3468029 % 1,805,006 % (1,653,023}
3 Feb-13 1,738.515922 §% 2,550,565 $ 2,136,246 # (414,318}
4 Mar-i3 2.087,119,583 § 2494839 § 2317473 % (177,368)
5 Ending Balance 5014,739,854 § 8603433 % 6,268,725 % (2,244,708)
&  Tolal (Over¥Under Recovery Balance g (2,244,708)
7  Loss Adjusled Retail Sales Billing Period - kWh 4,949,788,975
8  RA Camponent at Generalion - Cents/kWh -0.04535
g Secondary Primary SubiTrans
10 RA Component of FAC Rate Al Generation Lewel (0.04535) (0.04535) {0.04635)
11 Loss Factor 1.0608 1.024 1.0036
12 RA at the Mater Level - Cants/kWh Line 10 x Lina 11 0.04811 40.04544 .04551

Schedule 6: This schedule represents the Companies' RA components of their third quarter 2013
AER filings. Specifically, Schedule 6 reflects the Companies’ beginning cumulative balance
(zero 1in this filing) as well as the over- or under-recovery of REC costs for each month during
the period January through March 2013, which were calculated as the difference between the
monthly renewable revenues for the first quarter of 2013 and the monthly renewable costs for the
same period. This resulted in total over-recoveries of $2.245 million.

The Companies calculated the RA component of its AER rate at Generation level by dividing the
over-recoveries by the same forecasted retail non-shopping sales at Generation level referenced
in the Schedule 5 section above. The RA component for this filing was (.04535) cents per kWh.
The Companies applied the loss factors related to the secondary, primary and sub/trans voltage
levels to these RA components n order to derive the RA portion of the FAC rate at meter level.
The application of the loss factors results in RA components of the FAC rate of (.04811),
(.04644) and (.04551) cents per kWh for the secondary, primary and sub/trans voltage levels,
respectively.

Rider AER — Fourth Quarter 2013

On August 30, 2013, AEP Ohio submitted its quarterly AER filings, for CSP and OPCO,
projected data for the period October through December 2013, and an RA component based on
information from April through June 2013. AEP Ohio’s filing for this quarter included a
submittal letter and Schedules 4 through 6 showing the Companies’ proposed Rider AER
calculations for CSP and OPCO.

The Companies used the same methodology described above as it relates to the format of the
schedules 1n 1ts mmitial AER filing. The sections below discuss AEP Ohio’s fourth quarter 2013
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AER filings by reproducing Schedules 4 through 6, broken out separately between CSP and
OPCO as Exhibits 8-14 through 8-16.

Exhibit 8-18
CSP and OPCO Schedule 4, October — December 2013

Schedule 4

OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly AER For Billing During
October 2013 through December 2013
Summary - Proposed AER Rate

COLUMBUS THERN POWER RATE ZONE

A B c D
Schedule 5 Schedule &
Delivery Current Forecast (FC) Reconciliation (RA} Total of FC and RA
Line Voltage AER Rate Component Adjustment Comp. Components
1 |Secondary 0.05249 0.18562 -0.02469 0.160930
2 |Primary 0.05067 0.17918 -0.02383 0.155350
3 |Sub/Transmission 0.04966 0.17561 -0.02335 0.152260
OHIO POWER RATE ZONE
A B c D
Schedule 5§ Schedule 6
Delivery Current Forecast (FC) Reconciliation (RA) Total of FC and RA
Line Voltage AER Rate Component Adjustment Comp. Components
1 |Secondary 0.01981 0.12533 -0.02489 0.100640
Primary 0.01913 0.12089 -0.02383 0.0971¢0
3 |Sub/Transmission 0.01875 0.11858 -0.02335 0.095230

Schedule 4: Column A of this schedule reflects the then current AER rate by delivery voltage.
Column B reflects the forecast component (“FC”) rate necessary to recover the estimated REC
cost for the period October through December 2013. Column C presents the Companies’
reconciliation adjustment (“RA”), which is calculated based on information for April through
June 2013. Column D reflects the sum of the FC and RA components.
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Exhibit 8-19
CSP and OPCO Schedule 5, October — December 2013
Schedule 5
OHIC POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY

Calculation of Quarterly AER For Billing Dusing
Qctober 2013 through December 2013

FC Campanent
Forecast Period - 4th Quarier 2013
Line Description October November December Total
TOTAL COMPANY
1 Renewable Energy Credits 1,882.085 290 2,036,317.983 2,187.207.998 § £.105.611
2 Relail Mon-Shopping Sales - Generation Level Kwh 1,361,404, 187 1,379,474,628 1,600,964 507 4,241,843,423
3 COLUMBUS SOUTHERMN POWER RATE ZONE
4 CSP % for Retail Load 49.20% $ 3,003,961
5 CSP % Man-Shepping Sales 30.54% 1,716,764, 8589
& FC Component of AER Rale Al Genaration Level - Cents/kWh 017438
Secondary Primary Sub/Trans
7 FC Component of AER Rate Al Genaralion Level 0.17498 Q.17498 0.174928
& Loss Faclor 1.0608 1 0240 1.0036
9 FC at the Meter Level - Cents/kWh Line 17 % Line 18 . 18562 0.17848 G 17561
10 QHIO POWER RATE ZONE
11 OPCo % for Relail Load 50.80% 3 3,101,651
12 QPCo % Non-Shepping Sales 60.46% 2,625,078,533
13 FC Component of AER Rate Al Censration Level - Cents/kWh 011815
Secandary Primary Sub/Trans
14 FC Gomponent of AER Rate Al Generation Level 011815 0.11815 014815
15 Loss Faclor 1.0608 1.0240 10036
16 FC atthe Meier Level - Cents’/kWh Line 23 x Line 24 0.12533 1.1209% 0.11858

Schedule 5: This schedule reflects AEP Ohio’s estimates of monthly REC costs it expected to
incur during the period October through December 2013. AEP Ohio stated that it calculated the
rates by voltage necessary to recover its forecast costs. For the fourth quarter of 2013, AEP Ohio
has projected REC costs totaling $6.106 million.

The Companies calculated the FC portion of the AER rate at the Generation level. This
amounted to .17498 cents per kWh for CSP and .11815 cents per kWh for OPCO and was
calculated by dividing the projected AER for retail load by each Company’s projected retail non-
shopping sales at the Generation level.

CSP and OPCO applied loss factors to each respective FC portion of the AER rate based on
delivery voltage levels in order to derive the FC portion of the AER rate at meter level. The
Companies applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary,
primary and sub/trans voltage levels, respectively, which resulted in FCs of .18562, .17918 and
17561 cents per kWh for CSP and FCs of .12533, .12099 and .11858 cents per kWh for OPCO.
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Exhibit 8-20
CSP and OPCO Schedule 6, October — December 2013
Schedule 6
OHIQ POWER COMPANY and COLUMBUS SQUTHERN POWER COMPANY
Caleulation of Quarterly AER For Billing During
October 2013 through December 2013
RA

Actual Period - April 2013 through June 2013

Kwh Renewable Renewable AER {Qver){Under
Line Month Retail Non-Shopping Sales Revenue Cost Recovery

1  Beginning Balance 3 (2,343,156)

z  Apr-13 1,455,403,298 % 715,037 % 679,490 $ (35.547)

3 May-13 1.624,949,161 § 979,406 $ 1,648.129 § 668,723

4  Jun-13 1,600,225,281 % 1,176,496 § 1,876,003 3 699,567

5 Emding Balance 4,580,577,740 % 2,870,939 § 4,203,712 3 (1,010,383)

&  Total (Over¥Under Recovery Balance $ (1,010,383)

7  Loss Adjusted Retail Sales Billing Period - kWh 4,341,843,423

8  RA Component at Generation - Cents/kWh 0.02327

¢ Secondary Primary Sub/Trans
10 RA Component of FAC Rate At Generation Level (0.02327) (0.02327) (0.02327)
11 Loss Factor 1.0608 1.024 1.0036
12 RAat the Meter Level - Cents'kWh Line 10 x Line 11 -0.02468 4.02383 £.02335

Schedule 6: This schedule represents the Companies’ RA components of their fourth quarter
2013 AER filings. Specifically, Schedule 6 reflects the Companies’ beginning cumulative over-
recovered balance as well as the under/over-recovery of REC costs for each month during the
period April through June 2013, which were calculated as the difference between the monthly
renewable revenues for the second quarter of 2013 and the monthly renewable costs for the same
period. This resulted in total over-recoveries of $1.010 million.

The Companies calculated the RA component of its AER rate at Generation level by dividing the
over-recoveries by the same forecasted retail non-shopping sales at Generation level referenced
in the Schedule 5 section above. The RA component for this filing was (.02327) cents per kWh.
The Companies applied the loss factors related to the secondary, primary and sub/trans voltage
levels to these RA components in order to derive the RA portion of the FAC rate at meter level.
The application of the loss factors results in RA components of the FAC rate of (.02469),
(.02383) and (.02335) cents per kWh for the secondary, primary and sub/trans voltage levels,
respectively.

Rider AER - First Quarter 2014

On November 27, 2013, AEP Ohio submitted its first Alternative Energy Rider (“AER™)
quarterly filing, for CSP and OPCO, which reflected projected data for the period January
through March 2014 and an RA component based on information from July through September
2013. AEP Ohio’s filing for this quarter included a submittal letter and Schedules 4 through 6
supporting the Companies proposed calculations for CSP and OPCO.

The Companies used the same methodology described above as it relates to the format of the
schedules 1n its initial AER filing. The sections below discuss AEP Ohio’s first quarter 2014
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AER filings by reproducing Schedules 4 through 6, broken out separately between CSP and
OPCO as Exhibits 8-17 through 8-19.

Exhibit 8-21
CSP and OPCO Schedule 4, January — March 2014

Schedule 4

OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly AER For Billing During
January 2014 through March 2014
Summary - Proposed AER Rate

COLUMBUS SOUTHERN POWER RATE ZONE

A B C D
Schedule 5 Schedule 6
Delivery Current Forecast (FC) Reconciliation (RA] Total of FC and RA
Line Voltage AER Rate Component Adjustment Comp. Components
1 |Secondary 0.16093 0.18562 0.07605 0.261670
2 |Primary 0.15535 0.17918 0.07341 0.252590
3 |Sub/Transmission 0.15226 0.17561 0.07195 0.247560
OHIO POWER RATE ZON
A B C D
Schedule 5 Schedule 6
Delivery Current Forecast (FC) Reconciliation (RA) Total of FC and RA
Line Voltage AER Rate Component Adjustment Comp. Components
1 |Secondary 0.10064 0.12533 0.07605 0.201380
2 |Primary 0.08716 0.12099 0.07341 0.194400
3 [Sub/Transmission 0.09523 0.11858 0.07195 0.190530

Schedule 4: Column A of this schedule reflects the then current AER rate by delivery voltage.
Column B reflects the forecast component (“FC”) rate necessary to recover the estimated REC
cost for the period January through March 2014. Column C presents the Companies’
reconciliation adjustment (“RA™), which is calculated based on information for July through
September 2013, Column D reflects the sum of the FC and RA components.
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Exhibit 8-22

CSP and OPCO Schedule 5, January — March 2014

Schedule 5
OHIC POWER COMPANY and COLUMBUS SQUTHERN POWER COMPANY
Caleulation of Quarterly AER For Billing During
January 2014 through March 214
FC Camponent
Forecast Pariod - 1st Quarer 2014
Line Description January February March Total
1 Renewable Energy Credits 1,802,085.290 2,036,317.923 Z 187,207 998 % €. 105,611
2  Retall Non-Shopping Sales - Generation Level Kwh 1,361,404,187 1,379,474 623 1,600,964,807 4,341,843 423
3  COLUMBUS SOUTHERN POWER RATE ZON|
4 CSP % for Relail Load 49.20% ¥ 3,003,961
5 CSP % Non-Shepping Sales 30.54% 1,716,764 889
6 FC Component of AER Rale At Generation Level - CentsikWh 017498
Socondary Primary SubfTrans
7 FC Component of AER Rate At Generation Level 017498 C.17498 0.17498
8 lLoss Factor 1.0608 1.0240 1.0036
9 FCatthe Meter Level - Contsliih Line 17 % Line 18 8.1ms62 $.17318 0.17561
10
11 PCa % for Retail Load 50.80% B 3,101,651
12  OPCo % Mon-Shopping Sales 60.46% 2.625,078,533
13 FC Component of AER Rate Al Generation Level - Cents/kWh 0.11815
Secondary Primary Sub/Trans.

14 FC Gomponent of AER Rate Al Generalion Level 0.11815 0.11815 011815
15 Loss faclor 1.0608 1.024% 1.0036
16 FC at the Meter Level - Cents'kWh Line 23 x Line 24 0.12533 0.12039 0.110858

Schedule 5: This schedule reflects AEP Ohio’s estimates of monthly REC costs it expected to
incur during the period January through March 2014. AEP Ohio stated that it calculated the rates
by voltage necessary to recover its forecast costs. For the first quarter of 2014, AEP Ohio has
projected REC costs totaling $6.106 million.

The Companies calculated the FC portion of the AER rate at the Generation level. This
amounted to .17498 cents per kWh for CSP and .11815 cents per kWh for OPCO and was

calculated by dividing the projected AER for retail load by each Company’s projected retail non-
shopping sales at the Generation level.

CSP and OPCO applied loss factors to each respective FC portion of the AER rate based on
delivery voltage levels in order to derive the FC portion of the AER rate at meter level. The
Companies applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary,
primary and sub/trans voltage levels, respectively, which resulted in FCs of .18562, .17918 and
17561 cents per kWh for CSP and FCs of .12533, .12099 and .11858 cents per kWh for OPCO.
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Exhibit 8-22
CSP and OPCO Schedule 6, January — March 2014
Schedule &
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly AER For Billing During
January 2014 through March 2014
RA

Actual Period - .July 2013 through Seplember 2013

Kwh Renswable Renewable AER (Over)Under
Line Month Retail Non-Shopping Sales Revenue Cost Recovery

1 Beginning Balance 3 (2,244,708)

2 Jul-3 1,816,710,057 % 427,316 5 1,751,155 § 1,323,839

3 Augi3 1,569,920,404 § 512291 § 2,268,994 3§ 1,756,703

4 Sep13 1,352,755,407 % 441,513 5 2,718,362 % 2,276,849

5  Ending Balance 4.739,395,868 § 1,381,120 § 6,738,511 § 3,112,683

&  Total (Over)/Under Recowery Balance 8 3,112,683

7  Loss Adjusted Retail Sales Billing Period - kWh 4,3441,843,423

&  RA Componsnt al Generation - Cenls/kWh 0.07169

2 Secondary Primary Sub/Trans

10 RA Component of FAGC Rale Al Generation Leve! Q.07169 0.07162 0.07169

11 Loss Factor 1.0608 1.024 1.0036
12 RAatthe Mater Level - Cents/kWh Line 10 x Line 11 0.0760% 0.07341 0.07195

Schedule 6: This schedule represents the Companies' RA components of their first quarter 2014
AER filings. Specifically, Schedule 6 reflects the Companies’ beginning over-recovered balance
as well as the under/over-recovery of REC expenses for each month during the period July
through September 2013, which were calculated as the difference between the monthly
renewable revenues for the third quarter of 2013 and the monthly renewable costs for the same
period. This resulted in total over-recoveries of $3.113 million.

The Companies calculated the RA component of its AER rate at Generation level by dividing the
recoveries by the same forecasted retail non-shopping sales at Generation level referenced in the
Schedule 5 section above. The RA component for this filing was .07169 cents per kWh. The
Companies applied the loss factors related to the secondary, primary and sub/trans voltage levels
to these RA components in order to derive the RA portion of the FAC rate at meter level. The
application of the loss factors results in RA components of the FAC rate of (.07605), (.07341)
and (.07195) cents per kWh for the secondary, primary and sub/trans voltage levels, respectively.

Rider AER - Second Quarter 2014

On March 3, 2014, AEP Ohio submitted its AER quarterly filing, for CSP and OPCO, which
reflected projected data for the period April through May 2014 and an RA component based on
information from October through December 2013. AEP Ohio’s filing for this quarter included a
submittal letter and Schedules 4 through 6 supporting the Companies proposed calculations for
CSP and OPCO.

The Companies used the same methodology described above as it relates to the format of the
schedules in its initial AER filing. The sections below discuss AEP Ohio’s second quarter 2014
AER filings by reproducing Schedules 4 through 6, broken out separately between CSP and
OPCO as Exhibits 8-20 through §-22.
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Exhibit 8-24
CSP and OPCO Schedule 4, April — June 2014

Schedule 4

OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly AER For Billing During
April 2014 through June 2014
Summary - Proposed AER Rate

COLUMEUS SOUTHERN POWER RATE ZONE

A B c D
Schedule § Schedule 6
Delivery Current Forecast (FC) Reconciliation {RA) Total of FC and RA
Line Voltage AER Rate Component Adjustment Comp. Components
1 [Secondary 0.26167 0.23863 -0.01109 0.227540
2 |Primary 0.25259 0.23035 -0.01071 0.219640
3 |Sub/Transmission 0.24756 0.22576 -0.01049 0.215270C
OHIO POWER RATE ZONE
A B C D
Schedule 5 Schedule 6
Delivery Current Forecast (FC) Reconciliation {RA) Total of FC and RA
Line Voltage AER Rate Component Adjustment Comp. Components
1 |Secendary 0.20138 016114 -0.01109 0.150050¢
2 |Primary 0.19440 0.15555 -0.01071 0.144840
3 |Sub/Transmission 0.19053 0.15245 0.01049 0.141960

Schedule 4: Column A of this schedule reflects the then current AER rate by delivery voltage.
Column B reflects the forecast component (“FC”) rate necessary to recover the estimated REC
cost for the period April through June 2014. Column C presents the Companies’ reconciliation
adjustment (“RA™), which is calculated based on information for October through December
2013. Column D reflects the sum of the FC and RA components.
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Exhibit 8-25
CSP and OPCO Schedule 5, April - June 2014

Schedule 5
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Calculation of Quarterly AER For Billing During
April 2014 through June 2014
FC Component
Faoracast Period - 2nd Quarter 2014
Line Description April May Jtne Tatal
TOTAL COMPANY
1 Renewable Energy Cretils 2.100.000 2,100,000 2,100,000 § 5.300,000
2 Retail Non-Shopping Sates - Generalion Level Kwh 1,025,761,491 1,150,409,085 1,308,681,024 3.484,851,B00
3  COLUMEI
4 C3P % for Retall Load 49.20% $ 3,093,600
5 CSP % MNon-Shopping Sales 39 54%, 1,377.910,323
6 FC Component of AER Rate At Generation Level - Cenls/kWh 0.22495
Secondary Primary Sub/Trang
7 FC Componenl of AER Rate Al Generation Level 0.224¢5 0.22495 022485
8 Loss Facter 1.0808 1.0240 1.0036
9 FC at the Meter Level - Cents'kWh Line 17x Line 18 0.23863 0,23035 0.2257%
10 QHID POWER RATE ZONE
11 OPCo % Ffor Retail Loan 50.80% b3 3,200,400
12  OPCo % Non-Shopping Sales 60.46% 2,108,941, 277
13 015190
Secondary Primary Sub/Trans
14 FC Camponent of AER Rale Al Gengration Level 0.15190 015180 0.15190
15 Lass Factor 1.0608 1.0240 1.0036
16 FC at the Meter Level - Cents’lkWh Line 23 x Line 24 0.16114 1 15555 1}.13245

Schedule 5: This schedule reflects AEP Ohio’s estimates of monthly REC costs it expected to
incur during the period April through June 2014. AEP Ohio stated that it calculated the rates by
voltage necessary to recover its forecast costs. For the second quarter of 2014, AEP Ohio has
projected REC costs totaling $6.3 million.

The Companies calculated the FC portion of the AER rate at the Generation level. This
amounted to .22495 cents per kWh for CSP and .15190 cents per kWh for OPCO and was
calculated by dividing the projected AER for retail load by each Company’s projected retail non-
shopping sales at the Generation level.

CSP and OPCO applied loss factors to each respective FC portion of the AER rate based on
delivery voltage levels in order to derive the FC portion of the AER rate at meter level. The
Companies applied the loss factors of 1.0608, 1.0240 and 1.0036 cents per kWh for secondary,
primary and sub/trans voltage levels, respectively, which resulted in FCs of .23863, .23035 and
.22576 cents per kWh for CSP and FCs of .16114, .15555 and .15245 cents per kWh for OPCO.
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Exhibit 8-26
CSP and OPCO Schedule 6, April — June 2014
Schedule 6
OHIO POWER COMPANY and COLUMBUS SOUTHERN POWER COMPANY
Caleurlation of Quarterly AER For Billing During
April 2014 through June 2014
RA

Actual Period - October 2013 through December 2013

Kwh Renewable Renswable AER (Over)/Under
Line Manth Retail Non-Shopping Sates Revenus Cost Recovery

1 Beginning Balance % (1,010,383)

2 Oat-13 1,136,792,592 § 2,035,424 $ 2,087,094 § 51,670

3 Nowl3 1,239,187,737 § 1,605,527 § 2,248,291 § 642,764

4 Dec-13 1.638,813,698 $ 2,021,133 $ 1,972,692 $ {48,441)

5 Ending Balance 3,915,904,027 $ 5,662,084 % 6,308,077 $ {364,390)

68  Total (Gver)Under Recovery Balance § {364,390)

7  Loss Adjusted Retail Sales Billing Period - kWh 3,484 B51,800

8  RA Component at Generation - Cents/k¥Wh -0.01046

9 Secondary Primary Subl/Trans
10 RA Component of FAC Rate At Generation Lewvel (0.01046) {0.01046) (0.01046)
11 Loss Factar 1.0608 1.024 1.0036
12 RAat the Meter Level - Cents/kwh Line 10 x Lire 11 -0.01109 0.01071 0.01049

Schedule 6: This schedule represents the Companies' RA components of their second quarter
2014 AER filings. Specifically, Schedule 6 reflects the Companies’ beginning over-recovered
balance as well as the under/over-recovery of REC expenses for each month during the period
October through December 2013, which were calculated as the difference between the monthly
renewable revenues for the fourth quarter of 2013 and the monthly renewable costs for the same
period. This resulted in total over-recovenes of $364,390.

The Companies calculated the RA component of its AER rate at Generation level by dividing the
recoveries by the same forecasted retail non-shopping sales at Generation level referenced in the
Schedule 5 section above. The RA component for this filing was (.01046) cents per kWh. The
Companies applied the loss factors related to the secondary, primary and sub/trans voltage levels
to these RA components in order to derive the RA portion of the FAC rate at meter level. The
application of the loss factors results in RA components of the FAC rate of (.01109), (.01071)
and (.01049) cents per kWh for the secondary, primary and sub/trans voltage levels, respectively.

Minimum Review Requirements

As noted above, Larkin referred to the objectives and procedures outlined in Attachment 4 of the
RFP as guidance for the review requirements of this project. The Financial Audit Program
Standards are intended to be used as a guide for the auditor in conformance with the specific
requirements of the Alternative Energy Rider and should not be used to the exclusion of the
auditor’s initiative, imagination and thoroughness.

Those Standards provides for the following Minimum Review Requirements:

The financial audit shall include at least the following items:
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1) A review of the Company’s AER quarterly filings during the audit period
to verify the accuracy of the calculations,

2) A review of the individual components (including, but not limited to,
transactions of RECs or S-RECs and costs of implementing associated
RFPs) that have been included within the Company’s AER calculations in
order to verify that the costs were appropriately included,

3} A review to verify the accuracy of calculations refated to any carrying
charges included in the Company’s quarterly AER calculations;

4) A review of the Company's status relative to the 3% provision contained
within Section, 4928.64(C)(3), Revised Code, and as further detailed in
the Rule 4901:1-40-07, Qhio Administrative Code;

3) A review comparing the costs recovered through the Company's AER
during the audit period to the costs incurred; and

6) A review of any other specific items as identified by the Commission or its

Staff.

As part of its review of renewable energy resources, Larkin asked AEP Ohio a series of
questions pertaining to its renewable energy purchases and RECs from data requests LA-
2012/2013-1-65 through LA-2012/2013-1-92,

Carrying Charges
RFP No. U13-FPP/AER-1 provides at Attachment 4, [tem 3 that the auditor conduct:

A review to verify the accuracy of caleulations related to any carrying charges included
in the Company's quarterly AER calculations.

For the AEP Ohio 2012 and 2013 quarterly AER filings, there were no carrying charges.

Status Relative to the 3% Provision in Section, 4928.64(C)(3), Revised Code

RFP No. U13-FPP/AER-1 provided standards for reviewing the Company's AER which included
Attachment 4, Item 4, which states:

A review of the Company's status relative to the 3% provision contained within Section,
4928.64(C)(3), Revised Code, and as further detailed in the Rule 4901:1-40-07, Ohio
Administrative Code.

In accordance with Section 4928.64(C)(1) of the revised Ohio Code, the Commission annually
reviews electric distribution utilities and/or electric services companies compliance with the
benchmarks reflected in the Renewable and Solar Benchmarks exhibit above. As part of that
review, the Commission identifies under-compliance or non-compliance that it determines 1s
related to weather, equipment, resource shortages for advanced energy, or renewable energy
sources, and which 1s outside a utility's or electric service company's control. Section
4928.64(C)(3) of the revised code states that:
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An electric distribution utility or an electric services company reed not comply with a
benchmark division (B)(1) or (2} of this section to the extent that its reasonably expected
cost of that compliance exceeds its reasonably expected cost of otherwise producing or
acquiring the requisite electricity by three percent or more. The cost of compliance shall
be calculated as though any exemption from taxes and assessments had not been granted
under section 5727.75 of the Revised Code.

AEP Ohio provided its confidential Annual Compliance Plan Status Reports for 2012 and 2013
in the response to EVA-2012/2013-4-2. The Company's 2012 compliance report stated that
OPCO achieved compliance by meeting the 2012 benchmark for the Ohio Alternative Energy
Portfolio Standard for both solar and non-solar renewables. Specifically, as it relates to AEP
Ohio's non-solar renewables, the 2012 compliance report stated in part:

Non-Solar achievement was met through REC purchases, a renewable energy purchase
agreement with wind as the venewable energy resource, the OPCo customer Renewable
Energy Technology program, and OPCo biomass and biodiesel co-firing for the In-State
Benchmark, while the additional non-Solar Benchmark was achieved through a
renewable energy purchase agreement with wind as the renewable energy resource.

As it relates to AEP Ohio's solar renewables, the compliance stated in part:

Solar achievement was met through OPCo facilities, the QPCo customer REC Purchase
and Renewable Energy Technology programs, and an In-State renewable energy
purchase agreement for the In-State Benchmark, while the additional Solar Benchmark
was met through adjacent-State REC purchases.

A summary of AEP Ohio's compliance with the 2012 renewable energy benchmark is provided
in the exhibit below.

o e i R
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Exhibit 8-27

Summary of AEP Ohio’s Compliance with the 2012 Renewable Energy Benchmark

Compliance Year 2012 Summary |

Line ~[MWH Sales Prt;poks“edn | Sales
No. | Year | Unadjusted | Adjustments | Adjusted
l 2009 45466,718 | 4,104,903 | 41,361,815
2| 2010 | 46808205 | 4009891 42778314
3 2011 43,707,876 | 6,166,126 | 37,541,750
|

4. Basis for 2012 Compliance Obligation | 40,560,626
] L .

2012 Statutory Compliance Obligation

5 12012 Non-Solar renewable benchmark;  1.44%

6 12012 Solar renewable benchmark 0.06%

7 iTotal 2012 renewable benchmark 1.50%
2012 Compliance Obligation =~~~
8 _iNon-Solar MWHs needed for complia; 584,073
.9 _iMinimumrequired from Ohio facilities__;_l 292,037
10 Solar MW Hs needed for compliance 24336

12,168

11 ‘Mininmmrequired from Ohio facilities

wwwww i .

Under Compliance in 2012
Non-Solar MWHs :
13 :SolarMWHs

i H
i i

2012 Alternative Compliance ]{ayments )

14 Non-Solar, per MWH | 1% 4756
15 SolanperMWH - (§
ST Pt R
16 INon-Solar Total : 'S -
17 {Solar Total R I
|

As shown in the exhibit, the Company met the 1.50% renewable energy benchmark for 2012, in
which 1.44% related to the non-solar renewable benchmark and .06% related to the solar
renewable benchmark.

The Company's 2013 compliance report stated that OPCO achieved compliance by meeting the
2013 benchmark for the Ohio Alternative Energy Portfolio Standard for both solar and non-solar
renewables. With the exception of 2013 compliance not including the biomass co-firing for the
In-State Benchmark, AEP Ohio's solar and non-solar compliance was met in the same manner as
that described in the 2012 compliance report.

A summary of AEP Ohio's compliance with the 2013 renewable energy benchmark is provided
in the exhibit below.
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Exhibit 8-28
Summary of AEP Qhio’'s Compliance with the 2013 Renewable Energy Benchmark

Compliance Year 2013 Summary

Line; ' MWHSales: Proposed Sales

No. i  Year : Unadjusted | Adjustments Adjusted

11 20610 46,808,205 4,029,891 @ 42,778,314
2 1 2011 43,707,876 6,166,126 | 37,541,750 |

3 1 2012 | 31585376 5,866,596 | 25,718,780

i
:
H
H

o .

4 Basis for 2013 Compliance Obligation | 35,346,281

i
i i

2013 Statutery Compliance Obligatio

n
5 12013 Nen-Solarrenewable benchmark] — 191%
6 12013 Solar renewable benchmark 0.0%%

7 :Total 2013 renewable benchmark 2.00%

12013 Compliance Obligation

8 Non-Solar MWHIs needed for complial 675,114
9 Minimum requircd from Ohio facilities| 337,557
10 %S(;l;;i\/IWHS needed for compliance | 31,812
11 ‘Minimum required from Ohio facilities! 15,906
% ! |
ettt H
:Under Compliance in 2013
12 Non-Solar MWHs L o
13 Solar MWIs 0
LN 3 -
i !
2013 Alternative Compliance Payments
| 14 Non-Solar, pet MWH $ 48356
15 :Solar, per MWH 3 350.00

i S .
2013 Payments ;

1 6 Non-Solar Total g -
17 Solar Total $ -
% | s

As shown 1n the exhibit, the Company met the 2.00% renewable energy benchmark for 2013, in
which 1.91% related to the non-solar renewable benchmark and .09% related to the solar

renewable benchmark.

Both the 2012 and 2013 compliance reports concluded by stating that OPCO was compliant with
the solar and non-solar benchmarks and that achievement of this compliance was based on actual
RECs achieved in solar and non-solar. In addition, OPCO's 2012 and 2013 complhance year
RECs were transferred to OPCO's GATS reserve subaccount.

RERE SR
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REC inventories

Larkin inquired as to whether AEP-Ohio maintains more than one REC inventory and if so, to
describe the purpose of each. In response to LA-2012/2013-1-68, the Company stated that it
maintains the following three REC inventories:

o Solar RECs that were used during all of 2012 and 2013.

¢ Non-solar, non-Ohio RECs which have been used since accounting for the AER
commenced on October 1, 2012,

* Non-solar, Ohio generated RECs which have been used since accounting for the AER
commenced on October 1, 2012.

In its response to LA-2012/2013-1-67, AEP-Ohio stated that its Accounting Department
maintains an inventory system for its RECs. In addition, AEP-Ohio provided its monthly REC
inventory balances which is reflected in the exhibit below.

Exhibit 8-29
Monthly REC Inventory for 2012 and 2013

As shown in the above table, prior o October 2012, the Company had maintained an inventory
of the quantities of non-solar, non-Ohio RECs but had reflected _ ]

e N A——
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LA-2012/2013-1-69 asked whether the Company participates in any speculative REC purchases
utilizing below-the-line shareholder funds and if so, to describe the procurement and inventory
methodologies used to account for such RECs. In response, AEP Ohio stated that OPCO has not
made any speculative REC purchases.

As it relates to maintaining REC inventory, LA-2012/2013-1-70 requested that AEP Ohio
provide the following:

(a) Whether the Company relies on any particular accounting guidance for how items are
entered into or extracted from REC inventory, and if so, to describe such guidance.

Response: AEP-Ohio stated that since 2009, OPCO has used the framework for the
accounting for emission allowances as the basis for accounting for the RECs necessary to
meet OPCO's obligations under Ohio's Renewable Portfolio Standards. In addition,
separate inventories are maintained for specific REC obligations.

(b) Describe the kinds of costs, other than REC purchase costs, that are included in REC
mventory.

Response: Only related costs to purchase RECs are included in REC inventories.

(¢} Indicate the value at which RECs are entered into inventory if they are generated by AEP
Ohio, and if other than zero, to describe the methodology used for determining the value.

Response: Beginning with the implementation of the AER in September 2012, only an
incremental renewable value of RECs generated from biodiesel is included in Ohio non-
solar REC inventory. In addition, only a small number of biodiesel RECs have been
created.

(d) Indicate the value at which RECs are entered into inventory if they are purchased as part
of a bundled energy transaction.

Response: Prior to the implementation of the AER in September 2012, the prorated
rencwable value of solar RECs, as part of a bundled energy purchase, were included in
solar REC inventory expense. With respect to wind purchases during that period, no
value was associated with RECs received due to the market for RECs being immature at
the time AEP-Ohio entered into that Purchase Power Agreement ("PPA").

As for REC values associated with bundled energy purchases, as of September 2012, the
Company began using a residual method to value the RECs for REC inventory expense
purposes. AEP-Ohio stated that this method is consistent with OPCO's AER testimony
with respect to how REC values would be determined. The residual value method is
calculated as follows:

REC Value = Total bundled price less energy and capacity values.

(e) Explain when RECs are considered consumed or surrendered and when the costs appear
in the Company’s rates.

Response: AEP Ohio stated that RECs are considered consumed or expensed when the
obligation has been incurred using accrual accounting. Upon the RECs being expensed,
that cost is included for cost recovery under either the FAC or the AER.
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REC Costs Included in Rider FAC

LA-2012/2013-1-71 asked AEP Ohio to identify all specific costs, by amount and account, in
REC inventory that were charged to FAC-includable accounts during 2012 and 2013. As

summarized in the exhibit below,

Exhibit 8-30
REC Inventory Costs for 2012 and 2013

ling workbooks provided in the response to LA-2012/2013-

Upon reviewing the monthly FAC fi
in the response to LA-2012/2013-1-71,

1-47, Larkin verified that the

_
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Exhibit 8-31
Monthly REC Inventory Costs Included in Account No. 5570009 for 2012 and 2013

Determination of REC Values

Larkin requested that AEP-Ohio show in detail how non-solar RECs were valued during 2012
and 2013 and to identify and provide all accounting policies and procedures in effect during
2012 and 2013 as it relates to valuing RECs. In response to LA-2012/2013-1-72, AEP-Ohio
provided Confidential Attachment 2, which is an intercompany memo that discusses the
accounting treatment of RECs upon the AER being implemented effective October 2012.
Specifically, this intercompany memo stated in part:

©FASB Accounting Standards Codification Topic 980 - Regulated Operations.
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I RECs

The response to LA-2012/2013-1-72 also included Confidential Attachment 1, which reflected
the Companies’ determination of REC values for the and ||
AEP-Ohio stated that it made bundled purchases’ from during 2012 and 2013,
but commenced assigning a value to the REC component upon the implementation of AER
accounting beginning in October 2012, commenced operations in January 2013

and purchases from that facility were also unbundled into separate components (see additional
discussion below), to determine the REC values. The exhibit below summarizes the valuation of

the [N M RECs.

' Bundled purchases are comprised of energy, capacity and REC components.
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Exhibit 8-32

f

As shown 1n the exhibit above, AEP-Ohio used capacity rates of $16.46/ MW-day from October
2012 through May 2013 and $27.73/MW-day from June through December 201372

We found that AEP Ohio's use of energy values and of the MW's attributable to capacity werc
reasonableThe Commission's findings in Case No. 10-2929-EL-UNC and testimony submitted
by AEP Ohio in that docket and elsewhere presented reasons why the PJM RPM capacity
auction pricing results for the periods encompassing the 2012 and 2013 periods were
unrealistically low and were not compensatory or representative of AEP Ohio's capacity costs.

In Case No. 10-2929-EL-UNC, In the Matter of the Commission Review of the Capacity Charges
of Ohio Power Company and Columbus Southern Power Company, capacity costs were
addressed. Witnesses for AEP Ohio presented testimony concerning why the PJM capacity

2 A footnote on Confidential Attachment 1from LA-2-12/2-13-1-72 indicates the following with respect to the
$16.46 and $27.73 capacity rates used by AEP-Ohio: RPM BRA Clearing Price (PJM's Base Residual Auction for
Reliability Pricing Model).
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prices set in PIM's Reliability Pricing Model (RPM) auctions were extremely low for the periods
June 2012 through May 2013 and June 2013 through May 2014, and how the PJM RPM prices
for capacity were not compensatory or representative of AEP Ohio's capacity costs, and why
such rates were unrealistically low, and, 1f used, would create problems such as introducing
uneconomic bypass opportunities for CRES providers. Additionally, it was pointed out that AEP
Ohio's circumstances as a holder of Fixed Resource Requirements ("FRR") obligations as a
member of PJIM reflected the embedded (fully allocated accounting) costs of the assets that AEP
Ohio must hold under its FRR requirement obligations, rather than the capacity prices set in
PJM's RPM auctions.” In Case No. 10-2929-EL-UNC, for example, AEP Ohio claimed that
using capacity prices set in PIM's RPM auctions

.. .would simply involve the sale of AEP Qhio's capacity at a discounting, subsidizing
CRES providers at the expense of AEP Ohio which would be taking a loss on the resale
of their existing capacity (potentially reallocating those shortfalls to non-shopping AEP
Ohio customers). In essence, it would be an uneconomic bypass, not efficiency gains
from true competition.”

Other witnesses for AEP Ohio explained how the development of the FRR as an alternative to
the RPM was driven largely by AEP, and ultimately how FERC had agreed that it was not
necessary or appropriate to force utilities such as AEP to participate in the RPM auction. As
described in the Direct Testimony of AEP Ohio witness Dana Horton (at page 8) FERC's April
20, 2006 Initial Order, paragraph 110 stated that: "We agree with AEP that LSEs and states
should have the option of choosing an alternative to the forward procurement auction if they
identify sufficient capacity to meet their loads...." Rules were accordingly developed that enabled
utilities such as AEP Ohio to meet its capacity obligations through the use of its own generation
(including bilateral arrangements) and to maintain reserve margins established by the PJM
planning process rather than through the PIM auction process. As pointed out by AEP Ohio
witness William Klum, the three-year time horizon used in the PJM RPM process "is
inconsistent with the fundamental conventions of generation finance” (p.4) and "the term of the
RPM is simply too short to be used by investors (both debt and equity) as a mechanism for
financing new construction.” (p.5). Testimony filed by AEP Ohio witness Kelly Pearce
supported a capacity rate as high as $355.72/MW-day (without an energy credit) and
$338.14/MW-day reflecting an energy credit using AEP Ohio's proposed methodology.” The
Commuission's July 2, 2012 Opinion and Order in Case No. 10-2929-EL-UNC at page 36
ultimately found "... that a capacity charge of $188.88/MW-day is just, reasonable, and should be
adopted." The Commission concluded that the $188.88 rate "should reasonably and fairly
compensate the Company and should not significantly undermine the Company's ability to earn
an adequate return on its investment."’® Moreover,

... by adopting a cost-based state compensation mechanism for AEP Qhio, with a
capacity charge of $188.88/MW-day, in comjunction with the authorized deferral of the
Company's incurved capacity costs, to the extent that the total incurred capacity costs do

™ See, e.g., AEP Ohio Direct Testimony filed August 31,2011 in Case No. 10-2929-EL-UNC.

7 See, e.g., AEP Ohio Direct Testimony of Frank Graves, page 10, lines 9-14, in Case No. 10-2929-EL-UNC.,
Testimony by other AEP Ohto witnesses made similar points.

7 See, ¢.g., AEP Ohio Direct Testimony of Kelly Pearce filed September 13, 2011 in Case Nos. 10-2376-EL-
UNC/10-2929-EL-UNC et al., at pages 9-10.

" Commission's July 2, 2012 Opinion and Order in Case No. 10-2929-EL-UNC at page 36.
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not exceed $188.88/MW-day not recovered from CRES provider billings reflecting the
adjusted RPM-based price, we have accomplished those objectives, while also protecting
the interests of all stakeholders.”

Based on all of the foregoing and a review of the evidence presented concerning AEP Ohio's
capacity costs in 10-2929-EL-UNC among other proceedings, we believe that the $188.88/MW-
day capacity cost should also be applied to AEP Ohio's wind REPAs for purposes of ascertaining
the REC values of such renewables purchases using the residual method.

Larkin prepared a similar REC valuation schedule for _, but used a capacity rate
of $188.88/MW-day. This capacity rate was found to be just and reasonable by the Commission
in its Opinion and Order dated July 2, 2012 in Case No. 10-2929-EL-UNC. Specifically, on
page 36 of its Opinion and Order, the Commission stated in part:

Accordingly, we adopt Staff's proposed energy credit, as modified above to account for
AEP-Ohio's full requirements contract with Wheeling Power Company, and find that a
capacity charge of 3188.88/MW-day is just, reasonable, and should be adopted... The
Commission believes that, by adopting a cost-based state compensation mechanism for
AEP-Ohio, with a capacity charge of $188.88/MW-day, in conjunction with the
authorized deferral of the Company's incurred capacity costs, to the extent that the total
incurred capacity costs do not exceed $188.88/MW-day not recovered from CRES
provider billings reflecting the adjusted RPM-based price, we have accomplished those
objectives, while also protecting the interests of all stakeholders.

The exhibit below reflects Larkin's valuation of the | | j JJ N RECs using the
$188.88/MW-day capacity rate.

77 ld
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Exhibit 8-33
B REC Values Recomputed Using $188.88/MW-Day Capacity Cost

‘ ; : ! |

The cffect of using the Commission ordered capacity rate of $188.88/MW-day results in a
shifting of costs associated with from the AER to the FAC in the amounts of
, before considering the changes in
beginning and ending REC inventory, as shown in the exhibit below.
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Exhibit 8-34
Effect of Using Commission Ordered Capacity Rate

The response to LA-2012/2013-1-74 stated _ 15 the Company's sole source of
non-Ohio non-solar renewable energy and that prior to AER accounting being implemented in
October 2012, the REC values were not unbundled, 1.e., the entire bundled cost
was recorded to a purchase power account that was recovered through the FAC. With the
implementation of the AER, the ||| | | T purchases were unbundled at which time the
REC component was assigned to a ncw non-Ohio, non-solar REC inventory account. The effect
of Larkin using the Commission ordered capacity rate of $188.88/MW -day reduced AEP-Ohio's
ending REC inventory balances

e s T R B S I R RN G
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Exhibit 8-35

Inventory Surnmary

As stated above, || did rot begin operations until January 2013 and the costs
associated with that REPA were unbundled into separate components in a manner similar to
as shown in the exhibit below,

Exhibit 8-36

REC Value per AEP-Chio
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As shown in the exhibit above, for ||| Bl]. AFP-Obio used the capacity rates of
$16.46/MW-day from January through May 2013 and $27.73/MW-day from June through
December 2013, based on PJM RPM auction prices applicable during those periods. Similar to
ﬂdassbown in the exhibit below, Larkin prepared a similar REC valuation
schedule for using the capacity rate of $188.88/MW-day that was found to be just

and reasonable by the Commission in its Opinion and Order in Case No. 10-2929-EL-UNC.

Exhibit 8-37

the effect of using the Commission ordered capacity rate of
from the AER to the

Similar to
$188.88/MW-day results in a shifting of costs associated with
FAC in the amount of

Exhibit 8-38
Effect of Using $188.88/MW-Day Capacity Cost

Larkin asked that AEP-Ohio explain in detail the monthly position of CSP and OPCO as 1t
relates to Ohio non-solar REC for each month of 2012 and 2013, and whether the Companies
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were in a short position throughout 2012 and 2013 with respect to non-solar RECs. In addition,
Larkin asked whether the Companies anticipate fulfilling their 2012 and 2013 obligations for
Ohio non-solar RECs from purchases made during the first quarters of 2013 and 2014, In
response to LA-2012/2013-1-79, AEP-Ohio stated in part:

Prior to AER accounting implemented in October 2012, the Company's monthly position
in Non-Solar Ohio-generated RECs was short. The Confidential Attachment LA-2012-
13-079 pdf provides the Non-Solar Ohio-Generated REC activity during the AER
accounting period. As shown, the Company had a long position in four months only, May
2013 through August 2013, An ending inventory of zero indicates a short position, As
required by accrual accounting, in any month where the Company would be short, an
accrued purchase was recorded to allow consumption but not permit the invenfory to go
negative. Accrued purchases are reduced in months where acquisitions exceed
consumption. The Company's 2013 year-end short position will be fulfilled from
purchases made during the first quarter of 2014.

The exhibit below reflects the Company's long position from May through August 2013 as stated
in the passage above. As also shown in the exhibit, the effect of using the Commission ordered
capacity rate of $188.88/MW-day reduced AEP-Ohio's ending REC inventory balances for

in the amount of |

Exhibit 8-39
Effect of Using $188.838/MW-Day Capacity Cost

I solar RECs

Similar to the non-solar RECs, Larkin also requested that AEP-Ohio show in detail how its solar
RECs were valued during 2012 and 2013, In response to LA-2012/2013-4-12, the Company
provided a confidential attachment which reflected the valuation of the |l solar RECs
during 2012 and 2013, which are reproduced in the exhibit below.
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Exhibit 8-40

REC Values per AEP-Ohio

As shown in the exhibit above, for | || ]l AEP-Ohio used the capacity rates of
$16.46/MW-day from October 2012 through May 2013 and $27.73/MW-day from June through
December 2013, based on the PJM RPM capacity auction results applicable during those periods.
Similar to , as shown in the exhibit below, Larkin prepared a
similar REC valuation schedule for B using the capacity rate of $188.88/MW-day
that was found to be just and reasonable by the Commission in its Opinion and Order in Case

No. 10-2929-EL-UNC.,
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Exhibit 8-41
Il REC Values Using $188.88/MW-Day Capacity Cost

B N B L

The effect of using the Commission ordered capacity rate of S188.88/MW-day results in a

shifting of costs associated with IR :om the AER to the FAC in the amounts of
, respectively, before accounting for beginning and

ending REC inventory cost impacts, as shown in the exhibit below.
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Exhibit §-42

I Bl REC Value Summary

The effect of using the Commission ordered capacity rate of $188.88/MW-day also reduces
AEP-Ohio's ending REC inventory balances for h B oy the amounts of |G
as shown in the exhibit below.
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Exhibit 8-43
I nventory Summary

Value for Non-Solar, Non-Ohio REC Inventory Before Rider AER Effective
Date

In response to Larkin's request that AEP-Ohio provide all written guidance, accounting policy
directives and other written documentation from the Accounting Policy Group related to the use
of a zero dollar value for the non-solar, non-Ohio REC inventory quantities for each month of
2012 before Rider AER became effective, the Company, referring to the confidential attachment
from LA-2012/2013-1-72, stated that its use of a zero dollar value for non-solar, non-Ohio RECs
ended when AER accounting commenced in October 20127, LA-2012/2013-1-76, requested
that the Company provide comparable market information which supports the use of

™ See the response 1o LA-2012/2013-1-75.
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Exhibit 8-44
Summary of the Ohio contiguous REC quotes for 2011, 2012 and 2013

. The market price of RECs

can represent another data set with which the results of the Company’s residual method for
determining REC cost can be compared. For October 2012 through December 2013, the market
prices for non-solar RECs were below the cost for such RECs derived by the Company’s residual
method.

Fulfillment of Renewables Obligation

LA-2012/2013-1-77 asked whether any of the 2012 or 2013 non-Ohio non-solar REC obligation
was fulfilled with REC purchases. In response, AEP-Ohio stated that all of its 2012 and 2013
non-Ohio non-solar REC obligation was fulfilled solety by _ wind farm, the
Company's sole contract source of such RECs. In addition, when asked whether any of the 2012
or 2013 non-Ohio non-solar REC obligation was fulfilled with spot market or contract purchases
of renewable power, including, but not limited to Purchase Power Agreements ("PPA™), AEP-
Ohio referred to the response to LA-2012/2013-1-77 (discussed above).
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Larkin requested that the Company provide a summary and details of CSP's and OPCO's status
as 1t relates to renewable energy objectives and minimum requirements for 2012 and 2013,
including whether there was any shortfall in achieving the minimum requirements. Larkin also
requested copies of any waivers obtained by AEP-Ohio as 1t related to meeting renewable energy
objectives for 2012 and 2013. In response to LA-2012/2013-1-84, AEP-Ohio stated that OPCO
met the 2012 Ohio renewable energy requirements for both solar and non-solar, thus no waivers
were necessary. The Company stated that it expects to meet those same requirements for 2013,

Non-Solar REC Inventory and REC Consumption

As it relates to physical REC inventory, LA-2012/2013-1-80 requested that AEP-Ohio provide a
listing of the out of state non solar inventory positions for each month of 2012 and 2013, and
within that listing to provide quantities of these RECs for each of the following:

s RECs related to previous year compliance
o RECs used for 2012 and 2013 compliance in each month

¢ Unused out of state non-solar RECs that are in the mventory quantity that could be used
for 2012, 2013 or subsequent period compliance.

In response, the Company stated that 1t has been maintaining a Non-Solar Non-Ohio REC
accoumnting inventory since AER accounting began on October 1, 2012, [n addition, AEP-Ohio
stated that RECs are removed from inventory upon consumption for compliance purposes and
that ending inventory balances are eligible to be used for subsequent period compliance. The
exhibit below, which was provided as a confidential attachment in LA-2012/2013-1-74,is a
schedule of the Company's REC activity, including consumption by month.

Exhibit 8-45
REC Activity Including Consumption By Month
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REC Accounting

LA-2012/2013-1-81 asked AEP-Ohio to indicate the accounts in which the following renewable
items were booked in 2012 and 2013 and to provide the 2012 and 2013 detail general ledger
pages for each such account:

* REC Purchase Costs

e Gains on Sale of RECs

¢ Losson Sales of RECs

o Costs associated with Attribute Tracking System(s)

¢ Consumed or surrendered RECs

In response, the Company provided a schedule which Larkin has reproduced in the exhibit
below.

Exhibit 8-46
REC General Ledger Detail

Description Account No., 2012 2013
REC Purchase Costs e
Solar 1740036 | $2,806483 | $ 3,205,888
Non-Solar, Ohio Generated o
Pre-AER o ‘ 5570009 | 84,026,875 | § -
AER 3 1740041 3 477000 | § 8,286,001
| Non-Solar, Non-Ohio
 ProARR I 57009 (5 - fs
AER o 1740041 | $3,903,895 | $ 14,088,378
Gain on Sale of RECs o M . 5570009 |8 571,618 | § -
Loss on Sale of RECs 5570009 |§ - | $ 8451
Costs Associated with Attribute Tracking Svstem 5570009 |$ 391291% 78,112
Consumed or Surrendercd RECs
Solar e _ 5570009 | $2,137,375 | § 3,031,810
Non-Solar, Ohic Generated —— 5570009 | 8,254,184 1 § 6,143,938
Non-Solar, Non-Ohio 5570009 | § 793,403 | $11,155457
Source: LA-2012/2013-1-81 i

Biodiesel and Biomass Testing
As it relates to biodiesel fuel, LA-2012/2013-1-83 requested that AEP-Chio:

a. ldentify the plants, units and dates where biodiesel testing was conducted during 2012

and 2013.
b. Identify the cost per MMBtu of the biodiesel fuel burned for each plant during 2012 and
2013.
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¢. Show in detail how AEP-Ohio identified and separated (1) the energy value, and (2) the
REC value for the biodiese! fuel burned in 2012 and 2013,

In response, the Company provided a chart, which Larkin has replicated in the exhibit below,
that identifies the plants and months where biodiesel fuel was burned and the quantity of RECs
created.”

Exhibit 8-47
Biodiesel RECs

Muskingum| | Coneswille |
B River | Conesville Unit4
Date Units 1-4 | Units 5&6 | (AEP's Split) | Picway
January 2012 | 197 2 0 0
February 2012 114 65 0 1.0
March 2012 18 14 0 0
April 2012 [T R I T Y
ne202 [ e T @ | o
July 2012 EER I E T S T
August 2012 CERN O S I N
Septermber 2012 0. . DS D S
October2012 | 22 2 | o o
November2012 [ 28 3| 0
December 2012 13 54 0
Tolal RECs 580 512 0
January 2013 o2 0 .0
February 2013 54 3 UL A .
March 2013 25 9 o | 0 ]
April 2013 29 o2 |9 .0
May 2013 0 18 34 0
June 2013 0 w oL
July2013 0 31 |37 0
August 2013 0 9 1 1 0
September 2012 0 27 - 0]
October 2013 0 0 a 1 0
Noyember 2013 0 4 6 . .. ]..9
December 2013 1] 72 0 g
Total RECs 125 249 131 1

In terms of separating the energy and REC values from the biodiesel fuel as well as calculating
the cost per MMBtu of the biodiesel fuel burned, the response to LA-2012/2013-1-83 stated in
part:

™ Per LA-2012/2013-1-83, the quantity of RECs is calculated as a plant’s net MWh generation multiplicd by
biodiesel MMBtus burned divided by all MMBtus burned.
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Prior to the implementation of AER accounting in October 2012, the Company did not
separate the energy value from the REC value. For AER accounting, a REC value is
assigned and put into the Non-Solar OQhio-Generated REC inventory. The REC portion
represents the incremental cost above the replaced fuel (biodiesel over fuel oil) on an
equivalent heat value basts. LA-2012-13-083, Attachment 1 illustrates how the Company

separates the energy value from the REC value, and also includes the biodiesel cost per
MMBtu burned.

According to Attachment 1 from LA-2012/2013-1-83, AEP-Ohio determined the valuation of the
biodiesel RECs through the calculation of the following variables (identified below): A - (B x
C/DxE)

A = cost of biodiesel burned

B = gallons of biodiesel blend consumed
C = Btu/gal of biodiesel blend

D = Btu/gal of fuel oil

E = average unit cost of fuel oil

By using the inputs from Attachment 1 to LA-2012/2013-1-83 for the variables noted above, the
resulting biodiesel REC valuation for the four generating plants are reflected in the exhibit
below.
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Exhibit 8-48
Valuation of RECs Generated

Valuation of RECs Generated

H

Conesyille
GATS & | Muskingum Unit 4
Production| Accounting | River Units 14 Conesville | (AEP's
Month Month 4 Unit5&6 split) Picway

Sep-12 | ©Oct-12 |$ 30598 257019 [§1,14213 [ -
Oct-12 | Nov-12 |'§ 597602 (% 246598 | 3072
Nov-12 | Decl2 |§ 6825268 3,15435|% 13.15
Totall § 12,831.87 | § 8,190.52 | $1,186.00

9| i
1

Dec-12 | Jan-13 |§ 325087 [$ 6601208 17556 | §
§ 328145|S8 31277318 6791 % -
$ 731816{$ 41671 S (43.89)] $
.. 406049 |5 16774718 1316418 -
3 . $217460 (% 111§ -
'$ 121790 | $1,53070 18 -

- s 9662031496383 | $10335
- | 8.291629 [ $127554 [ § - |

Jan-13 Feb-13

$
s
Ts - 15 93720(s 3918(8§ -
|5 - |8 262467[5 880938 -
b
3
$

- |5 833218 - P

. [s227054(s - s -
22,699.39 | $25,104.01 | $5,555.52 | $103.35

Total

In addition, AEP-Ohio determined the cost per MMBtu of biodiesel bumed through the
calculation of the following variables (same as those identified above): A /(B x C) x 1,000,000.
By using the inputs from Attachment 1 to LA-2012/2013-1-83 for the noted variables, the
resulting cost per MMBtu of biodiesel burned for the four generating plants are reflected in the
exhibit below.
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Exhihit 8-49
Cost per MMBtu of Biodiesel Burned

Cost per MMBtu of Biodiesel Burned
Conesviile
GATS & | Muskingum Unit 4
Production| Accounting | River Units 1{ Conesville | (AFP's
Month Month 4 Unit 5&6 split) Picway
" Sepl2 | Octl2 |8 2a07[s  2386|s 23163
Oct-12 | Nov-12 [$  2413|s  2391($ 2325(% -
Nov-12 Dec-12 3 24091% 241518 2323|§% -
Total] $ 72298 7192:% 66415 -
| Dec-12 [ Jan-13 |8 241118 2406 |$ 2323
Jan-13 | Feb-13 IS 2416|$ 2424 |3 2330
_Fcb-13 Mar-13 $ 2402 | § 2587 (% 2330
rrrrr Mar-13 | Apr-13 [$  2440|$ 2421 |$ 2330
_______ Apr-13 | May-13 |$  2440|8  2417($ 2328
May-13 | Jun-13 S 24193 2328
Jun-13 Juk13 s 24193 2328|% 2229
Jul-13 Aug-13 $ Z2410(% 2321
Aug-13 Sep-13 0 2413 (% 2304
Sep-13 QOct-13 24153 2308
| Cki-13 Nov-13 $ 24.12
Nov-13 Dec-13 b 24.19
Total| § 12109 [$ 29162 | % 23230( 8 2229

As it relates to biomass testing, according to the response to LA-2012/2013-1-82, the Company
did not conduct such biomass burning in either 2012 or 2013.

Larkin requested that the Company provide a summary and details of CSP's and OPCOQO's status
as 1t relates to renewable energy objectives and minimum requirements for 2012 and 2013,
including whether there was any shortfall in achieving the minimum requirements. Larkin also
requested copies of any waivers obtained by AEP-Ohio as it related to meeting renewable energy
objectives for 2012 and 2013, In response to LA-2012/2013-1-84, AEP-Ohio stated that OPCO
met the 2012 Ohio renewable energy requirements for both solar and non-solar, thus no waivers
were necessary. The Company stated that it expects to meet those same requirements for 2013,

Supporting Workpapers and Documentation for AER Filings

Documentation relating to the review of supporting workpapers for the calculations in the AER
filings was requested in data requests LA-2012/2013-1-86 through LA-2012/2013-1-92. LA-
2012/2013-1-86 requested copies of AEP Ohio's quarterly AER filings (which are filed in
conjunction with the FAC filings). The first combined quarterly filing which included the AER
was filed on August 31, 2012, and included forecasted AER data for October, November and
December 2012, As the fourth quarter of 2012 represented the initial implementation of the
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AER, the first quarterly filing to contain actual data in the RA portion was not filed until March
1,2013. This quarterly filing included actual data for October, November and December 2012.

Data requests LA-2012/2013-1-87, LA-2012/2013-1-88, LA-2012/2013-1-89, LA-2012/2013-1-
90 and LA-2010/2013-1-91 requested the Excel files associated with the AER filings as well as
all documentation which provides a complete audit trail to the Company's AER calculations.

The responses to these data requests referred to LA-2012/2013-1-46 and LA-2012/2013-1-47,
which requested similar supporting documentation, but in the context of the FAC. The one
exception was the response to LA-2012/2013-1-89, which included two confidential attachments
that provided the monthly REC expenses included in the AER as well as the under-over recovery
for the fourth quarter of 2012 and all of 2013.

Upon comparing the amounts reflected for renewables on workpaper "EXH OPCO 1" in the
monthly FAC workbooks (provided in LA-2012/2013-1-47) to the RA portion of the quarterly
FAC filings (Schedule 3, page 2), Larkin noted that for each month during the period January
through September 2012, Schedule 3 of the quarterly FAC filing reflected an additional $11,928
($5,952 for CSP and $5,976 for OPCO) for the cost of renewables included in the FAC. Larkin
requested that AEP Ohio explain the rationale for adding the $11,928 related to solar panels to
the monthly renewable costs. In response to LA-2012/2013-9-2, the Company stated that it had
installed solar panels on two of its service centers to provide RECs in order for OPCO to meet its
renewable obligations and that a monthly revenue requirement had been calculated to recover the
costs of these solar panels. In addition, AEP Ohio stated that OPCO has recovered these costs
from ratepayers through the FAC since 2009 pursuant to Senate Bill 221, but that when the AER
was implemented in October 2012, the Company moved the solar panel revenue requirement
from the FAC to the AER to better reflect the cost of renewable energy. The exhibit below
reflects the solar panel related revenue requirement calculations for CSP and OPCO which
results in the additional $11,928 being added to the renewable costs each month.

Exhibit 8-50

CSP and OPCO Solar Panei Related Monthly Revenue Requirement
e csp | OPC
i o Solar | Inverter Total Solar Inverter Total
Description 20 Yr Prop, |10 Yr Prop. ) 10 Yr Prop,
Investment B 453346 | 5 48052 | & 501,398 $ 485065 |3 42003 | $ 527,068 |
Carrying Charge Ratc w/ITC ¢ 11.97% 14.81% 11.17% 16.61%
Cartying Charge | ..}5 .54284)S  TIS|S | 61399 S 3419418 697618  6L17C
O&M Expense |3 906718 961§ 10,028 $... 270118 8408 10541
Revenue Requirement 1§ 63,351 |$ 807618 71427 $ .63895|8 731648 7L
Months " 12 12
Monthly Revenue Requirement $ 5952 3 5,976

When comparing the over/(under) recovery amounts that were reflected in the quarterly AER
filings to the confidential attachments provided with LA-2012/2013-1-89, a variance in the

amount of $35,784 was noted in December 2012 as well as August, September and December
2013 as summarized in the exhibit below.
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Exhibit 8-51
Comparison of Over/{Under) Recovery Amount per Month

Upon Larkin's inquiry regarding these discrepancies, in response to LA-2012/2013-10-1 AEP-
Ohio stated that the $35,784 reflected the quarterly distribution center solar panel costs, which
total $11,928 on a monthly basis.

Upon attempting to tie out the monthly non-solar renewable amounts (1.e., —
from the monthly FAC workbooks to the energy and capacity portions of the

renewable costs allocated to the FAC (per LA-2012/2013-1-72), Larkin noted the variances
reflected in the exhibit below.
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Exhibit 8-52
Variances of the Energy and Capacity Portions of the Renewable Costs Allocated to the
FAC

Larkin requested that AEP Ohio explain and reconcile the noted discrepancies and in its
confidential response to LA-2012/2013-9-1, the Company provided the explanations listed
below.

A T T
Management/Performance and Financial Audits of the Fuel and Purchased 8-62
Power and Alternative Energy Ridcrs of the Ohio Power Company



Larkin noted other discrepancies when comparing the Monthly Billed and Accrued kWh
reflected on the AER worksheets provided in LA-2012/2013-1-47 to the Retail Non-Shopping
Sales kWh reflected in the quarterly AER filings. These discrepancies are summarized in the
exhibit below.

e e R R R AR
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Exhibit 8-53
Discrepancies Between the Monthly Billed & Accrued and the Retail Non-Shopping Sales
Kwh

As shown in the exhibit above, the kWh discrepancies _

B As aresult of these apparent errors, Larkin was concerned that the AER revenues and
calculated AER rates reflected in the quarterly AER filings were incorrect. Larkin asked a series
of questions about these discrepancies in data request LA-2012/2013-8-1. In response, AEP
Ohio provided the following explanations:

e The kWh applicable to the AER were entered onto the spreadsheets in the early months
of the AER, but was found to be not required or used to derive AER revenues, costs or
the AER over/under amount. The Company also stated that the kWh on the AER
worksheets should be disregarded.

* Ags it relates to the calculation of the AER rate, AEP Ohio stated that only the actual AER
revenue dollars and costs from the AER worksheet is used to calculate the AER rate.®'
The Company divides the forecasted RECs allocated to retail load by the forecasted non-
shopping sales to derive a forecasted AER rate per Schedule 5 from the quarterly AER
filings (FC component). Schedule 6 from the quarterly AER filings (RA component)
reflects the actual revenues and expenses, which are compared to derive the over/under

*! The AER worksheets calculated the AER rate by dividing the AER revenues by the KWh.

Management/Pertormance and Financial Audits of the Fuel and Purchase o 8-64
Power and Alternative Energy Riders of the Ohio Power Company



amount which is rolled over to the following quarter. In other words, in the quarterly
filings, forecasted costs and kWh sales are used to derive a rate that is based on
forecasted data. These rates and costs are then compared to the actual revenue and costs
and trued-up through the RA component of the quarterly filings.

e In terms of the source for the AER revenues reflected on the AER worksheets, AEP Ohio
provided AER revenue schedules as a supplement to LA-2012/2013-1-47 (see additional
discussion below).

Larkin compared the AER revenue amounts from the supplemental AER revenue schedules to

the AER worksheets (which are the source for the AER revenue doHars in the quarterly filings)
and noted discrepancies with the December 2012 and February 2013 which are reflected in the
exhibit below.

Exhibit 8-54
Discrepancies of AER Revenue Amounts

As shown in the exhibit, the difference of JJJjfj in December 2012 and February 2013 results
in a wash between the two months.
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