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ELECTRIC Section 205 FERC Filing

OQUNDLESS ENERGY

® AEP filed Section 205 November 22, 2016,
modifying Attachment H-14A and H-14B
of the PIJM OATT

® FERC issued an Order March 10, 2017,
accepting (subject to refund) those
modifications

® AEP calculated its Projected Transmission
Revenue Requirement (PTRR) for rates
effective January 1, 2017



/ AMERICAN  gaction 205 FERC Filing
POWER )
. (continued)

BOUNDLESS ENERGY

® Previously, AEP’s formula rates were billed on
projected plant and actual FERC Form 1
expenses, paid July 1-Dec 31, 2016.

® True-up was based on average historic plant
Investment and actual FERC Form 1 balances.

® Cost recovery for any given rate year would not
be completed for as long as 30 months.



/ AMERICAN  gection 205 FERC Filing
POWER .
. (continued)

BOUNDLESS ENERGY

® Transition to fully projected (“"PTRR”) formula
rate

® Pro-rate property-related accumulated
deferred income taxes (“ADIT”) per IRS rules

® Provide deferred tax liability and flow-through
® Minor modifications to protocols

® Provide billing credit for existing customers
that own network transmission facilities, PJM
OATT Section 30.9



AMERICAN L o
rowen. Billing Transition

BOUNDLESS ENERGY

® The 2017 PTRR updated rates
— Included in March bill (billed in April)

® For January and February, PJM will make prior
period adjustments to the bills.

— NITS — spread the Jan/Feb under-collection over
8 months, beginning with March billing

— Schedule 12 — reflect the Jan/Feb over-collection
In March and April bills

— Schedule 1A — bill the entire under-collection Iin
March
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/ ELECTRIC Federal Energy Regulatory

POWER

Commission (FERC)

® FERC has accepted other forward-
looking formula rates

® Not a departure from ratemaking
practice

® Customers pay only transmission
costs (no more or less) — mitigates
lag
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POWER Benefits to Customers

OQUNDLESS ENERGY

® Matches rates to service
® Reduces true-up
® Reduces interest

® PTRR consistent with PIM billing
orocess, new NSPL beginning January 1

® True-up ensures customers pay actual
revenue requirement based on FERC
Form 1 reports, no more and no less
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PowWER' Future True-ups

BOUNDLESS ENERGY

® 2016 true-up of the previous formula rate will be
computed, filed, and posted on the PIM/AEP
website by May 25, 2017 (as done in the past)

— Any over/under recovery with interest will be
Included in the PTRR effective January 1,
2018, and posted on the PIM/AEP website by
October 31, 2017

® 2017 PTRR will be trued-up by May 25, 2018

— Any over/under recovery with interest will be
Included in rates effective January 1, 2019



{ ﬁ‘?f#".;fé" AEP East Zone Network
— Service Peak Load

BOUNDLESS ENERGY

® NSPL (1 CP)

— 2015 NSPL February 20, 2015 (winter peak)
® Hour 08 24,725.1 MW

— 2016 NSPL August 11, 2016 (summer peak)
® Hour 15 22,475.7 MW
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ELECTRIC Operating Company

FNDVKFR?

BOUNDLESS ENERGY I tates

 Previous Billed Rate
— Rates effective July 1, 2016
e billed July — December, 2016
* $84.88/MW-Day (2015 NSPL 24,725.1 MW)

* Projected Rate update (PTRR)

— Rates effective January 1, 2017 Average B/E Projected
Ratebase Balances (2016-2017) and Projected 2017 O&M
Expense

* billed January — December, 2017
¢ $99.63/MW-Day (2016 NSPL 22,475.7 MW)

* 7% of increase due to higher PTRR, remaining due to
lower NSPL

(Rates are Off-peak PTP daily rate.)
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[ flcrmic” Regulatory Changes

BOUNDLE

SS ENERGY

® Depreciation rates revised for
Kingsport Power Company
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ELECTRIC | AEP.com Website Posting

POVV'ER for Rates Effective January through December, 2017

BOUNDLESS ENERGY

® Notice of Annual Filing
® Annual Update Customer Meeting Notice

® Formula Rate Update AEP Operating
Companies Summary

http://www.aep.com/about/codeofconduct/ ® ATRR Summary of AEP Operating Companies
OASIS/TariffFilings/ ® Appalachian Power Company

® Indiana Michigan Power Company
OATT Formula Rate ® Kentucky Power Company

® Kingsport Power Company

® Ohio Power Company

® Wheeling Power Company

® Projected 2016-2017 ADIT Detail

12
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Operating Company

ELECTRIC
POWER
e Rate Summary
BOUNDLESS ENERGY
July 1, 2016* Projected ** Total Change
Charge 2015 FERC Form 1 January 1, 2017 and % Change

(projected plant 2016
historical 2015)

(projected B/E
2016/2017 plant)

Peak Load

Point-to-Point Rate $448.90
S/MW-Month $2,581.64 $3,030.54  aon
10,688,259
Schedule 12 ATRR $54,479,931 $43,791,672 | | )
(19.6)%
0.0077

Schedule 1A $.0923/MWh $.1000/MWh 3
8.3%
AEP East Zone 4. 029,917
Annual MWh 130,280,083 MWh | 134,310,000 MWh 3.1%
AEP East Zone (2,249.4)
Network Service 24,725.1 MW 22,475.7 MW (9.1)%

*Billed through end of 2016. **Billed starting January 1, 2017.
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aecrric . Reliability Enhancement

POWER . .
, “Baseline vs Backbone Project”

BOUNDLESS ENERGY

« PJM’'s RTEP, Regional Transmission Expansion
Plan, identifies system additions and
Improvements needed to keep electricity flowing
to millions of people.

« PJM “Backbone” projects are a subset of
“Baseline” projects, identified by PIJM to resolve a
wide range of reliability criteria, violations, and
market congestion issues.

 PJM specifically identifies system reliability issues
and approves baseline projects to address them.

14



WER

“Backbone Pro'!ect”

J S—— ] 01660.1 - Rebuild Amos-

! ﬁf‘.?f#fé‘" Reliability Enhancement

=t Aumos Station

M soprowamont Kanawha River 138kV
corridor

Project
Driver: Generator Deactivation

2020 - Cloverdale — install 6
/65kV breakers including
Incremental work for 2
additional breakers;
reconfigure and relocate
miscellaneous facilities;
establish 500kV station and
500kV tie with 765kV station.

Driver: Baseline Load Growth Deliverability &
Reliability

15
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BOUNDLESS

Reliability Enhancement
“Baseline Project”

.@ —
o p1032.2 - Construct two 138kV outlets
Bl RIE e | aiin i to Delano 138kV station and Circleville
N ‘ZE-"' station; install new 138 kV breaker
R S i s string at Delano station to terminate
5 ,.,q. 0 own Station g
N new line.
@ Proposed Can'!p Sherman . ] ; . -
= 1384V route  Station " Driver: Baseline Load Growth Deliverability &
CHILLIGOTHE || "¢ Reliability
O
01818 - Expand Allen station by
...,.,,'.I.,..,;, e | INStAINING @ second 345/138 kV
\ '''''' g transformer and adding four 138 kV
syt «__/ exits by cutting in the Lincoln - Sterling
Té“f""} Pl i s e and Milan - Timber Switch 138 kV
./PA‘ double circuit tower line
st 81 Driver: Baseline Load Growth Deliverability &

Reliability
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ELECTRIC

POWER

BOUNDLESS ENERGY"™

Revenue Requirement (Summary Line 8)

used to calculate the PTRR Revenue Requirement
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12012 Projected

$210,756,568

$121,185,914

$50,880,137

$2,745,968

$247,846,249

$9,999,382

$643,414,217

M 2013 Projected

$226,887,831

$122,346,412

$55,321,271

$3,454,424

$268,080,687

$14,457,011

$690,547,636

M 2014 Projected

$214,333,336

$125,794,590

$59,710,789

$3,695,021

$259,090,581

$16,302,922

$678,927,239

M 2015 Projected

$241,255,155

$138,843,854

$59,909,597

$3,820,712

$296,290,023

$17,623,066

$757,742,407

[ 2016 Projected

$250,885,126

$148,000,868

$60,418,707

$3,980,117

$304,827,834

$12,352,995

$780,465,647

2017 Projected

$289,522,846

$132,710,252

$65,893,758

$4,260,529

$318,183,331

$14,035,976

$824,606,692
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BOUNDLESS

ENERGY

Gross Plant Investment
Prior Year Projected vs. PTRR B/E Balance
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— T
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02011 Projected

$1,934,693,178

$1,194,357,912

$460,203,821

$21,314,849

$1,234,852,842

$38,363,580

$4,883,786,183

02012 Projected

$2,061,734,227

$1,236,762,542

$481,244,141

$23,899,155

$1,988,117,548

$84,892,241

$5,876,649,854

W 2013 Projected

$2,153,011,011

$1,274,611,577

$510,854,749

$28,970,415

$2,105,210,927

$107,374,762

$6,180,033,441

W 2014 Projected

$2,199,373,091

$1,324,224,611

$543,925,322

$29,146,339

$2,171,393,367

$122,181,495

$6,390,244,225

W 2015 Projected

$2,407,266,243

$1,384,724,647

$566,977,191

$31,047,561

$2,311,692,688

$132,265,600

$6,833,973,930

M 2016 Projected

$2,761,993,877

$1,446,047,472

$573,718,053

$32,832,725

$2,382,190,014

$135,496,411

$7,332,278,553

12017 Projected

$2,847,370,980

$1,425,667,607

$572,894,562

$35,330,161

$2,443,991,759

$125,450,720

$7,450,705,789

Includes allocated general and intangible plant investment.
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ELECTRIC

POWER

BOUNDLESS ENERGY

Transmission O&M Expense

2016 Projected (Actual 2015) vs 2017 Projected

$125
$100
w $75
c
o
—
—
o
— $50
$25
o N ] — o
APCo 1&M KPCo KgPCo OPCo WPCo Total East OPCo's
MW 2016 Projected 31,913,840 25,374,640 6,244,391 516,535 46,347,430 861,583 111,258,418
W 2017 Projected 29,525,002 16,696,414 6,000,283 446,013 49,981,001 1,404,338 104,053,052
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AMEA’CAN
ELECTRIC Schedule 1A

BOUNDLESS ENERGY

Line

No.

A. Schedule 1A ARR

1

2

AEP Annual
Revenue
Requirement

9

Total Load Dispatch & Scheduling (Account 561) (TCOS Line 15) $32,427,739

Less: Load Disptach - Scheduling, System Control and Dispatch Services

(321.88.h) $14,705,536

Less: Load Disptach - Reliability, Planning & Standards Development

Services (321.92.6) $3,713,590

Total 561 Internally Developed Costs (Ln1-Ln2-Ln3) $14,008,613

Less: PTP Service Credit $393,497

EXISTING ZONAL ARR (Ln4-Lnb5) $13,615,116

PRIOR YEAR TRUE-UP with Interest -$178,537

|Net Schedule 1A Revenue Requirement for Zone $13,436,579|
B. Schedule 1A Rate Calculations

2017 AEP East Zone Annual MWh 134,310,000Mwh

AEP Zone Rate for Schedule 1A Service. (Line 8/ Line 9) $0.1000

10
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ELECTRIC Section 205 FERC Filing

OQUNDLESS ENERGY

® AEP filed Section 205 November 22, 2016,
modifying Attachment H-20A and H-20B of
the PIM OATT

® FERC issued an Order March 10, 2017,
accepting (subject to refund) those
modifications

® AEP calculated its Projected Transmission
Revenue Requirement (PTRR) for rates
effective January 1, 2017
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POWER ™ TransCo Rates

BOUNDLESS ENERGY

 Previous “Billed” Rate
— Rates effective July 1, 2016
* billed July — December, 2016
e $39.91/MW-Day (2015 NSPL 24,725.1 MW)

 Projected Rate update (PTRR)

— Rates effective January 1, 2017 with Average B/E “Projected”
Ratebase Balances (2016-2017) and O&M “Projected” 2017
Expense

* billed January — December, 2017
¢ $56.51/MW-Day (2016 NSPL 22,475.7 MW)

* 29% increase due to higher PTRR, remaining due to lower
NSPL

(Rates are Off-peak PTP daily rate.)
24
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BOUNDLESS

ENERGY

AEP.com Website Posting

for TransCo Rates Effective January - December, 2017

® http://www.aep.com/about/codeofconduct/
OASIS/TariffFilings/

Notice of Annual Filing

Formula Rate Update AEP
Transmission Companies Summary

ATRR Summary of AEP TransCo East
Formula Rates

Appalachian Transmission Company

Indiana Michigan Transmission
Company

Kentucky Transmission Company
Ohio Transmission Company
West Virginia Transmission Company

Projected 2016-2017 ADIT TransCo
Detalil

25
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BOER'” [ransCo Rate Summary
#
Charge July 1, 2016 * Projected ** Total Change

2015 FERC Form 1
(projected plant 2016)

January 1, 2017
(projected B/E plant)

and % Change

Point-to Point Rate $504.95
$/MW-Month $1,213.79 $1,718.74 41.6%
Schedule 12 27,198,984
cheaue $124875.434 |  $152.074.418|

21.8%
AEP East Zon.e (2’249.4)
Network Service Peak 24,725.1 MW 22,475.7 MW ey
Load in MW (9.1)%

*Billed through end of 2016.
**Billed starting January 1, 2017.
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/ s‘iﬁféfé‘" Primary Drivers of
H()UNI)'I,I.‘;‘; ENERGY Rate Change
® Increased capital spend in AEP |1&M

TransCo, AEP Kentucky TransCo, AEP Ohio
TransCo and AEP West Virginia TransCo

® Increase in Expense

® Increase in O&M Expense
® Increase in Depreciation Expense

® Increase in Property Taxes

® Network Service Peak Load (“NSPL")

® 9.1% decrease in 2016 NSPL
® 24,725.1 MW (2015 NSPL) to 22,475.7 MW (2016 NSPL)
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AMERICAN
ELECTRIC
POWER

BOUNDLESS ENERGY™

Revenue Requirement (Summary Line 8)

used to calculate the PTRR Revenue Requirement

$500
$450
S400
$350
c
$300
0
— $250
200
- $
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0 I pppalachi Kentuck __737_-1’.-ill_' Total East
ppalachian IM Transco entucky Ohio Transco est Virginia ota a:s
Transco Transco Transco Transco's
12012 Projected $111,736 $2,132,036 $146,026 $26,101,210 $123,356 $28,614,363
M 2013 Projected $150,295 $13,182,302 $124,493 $50,938,341 $159,948 $64,555,378
M 2014 Projected $178,637 $24,084,436 $276,350 $110,683,312 $2,711,574 $137,934,309
W 2015 Projected $219,165 $34,536,416 $3,317,708 $152,604,793 $11,122,535 $201,800,618
M 2016 Projected $109,055 $69,212,171 $3,083,652 $222,690,114 $19,146,800 $314,241,792
[ 2017 Projected $98,423 $103,284,386 $4,841,379 $296,841,584 $35,547,236 $440,613,008
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ELecTRIC Gross Plant Investment
POWER

BOUNDLESS ENERGY

Prior Year Projected vs. PTRR B/E Balance
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$3,500
$3,000
v
C $2,500
2
= $2,000
c $1,500
$1,000
$500
20 A lachi Kentuck West Virgini Total East
ppalachian IM Transco entucky Ohio Transco est Virginia ota a?
Transco Transco Transco TransCo's
02012 Projected - 21,881,262 - 244,322,471 - $266,203,733
M 2013 Projected - 140,937,602 - 473,026,916 - $613,964,518
W 2014 Projected - 242,187,013 1,212,625 969,781,263 65,924,284 $1,279,105,185
W 2015 Projected - 371,242,343 26,578,020 1,544,089,030 306,942,718 $2,248,852,111
W 2016 Projected - 854,805,360 63,519,778 1,867,883,746 526,259,708 $3,312,468,592
W 2017 Projected 60,285 1,155,577,704 74,543,653 2,015,778,378 640,814,512 $3,886,774,532




AME&'CAN

ELECTRIC

POWER

BOUNDLESS ENERGY

Transmission O&M Expense

2016 Projected (Actual 2015) vs 2017 Projected

In Millions
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Total East
TransCo's

W 2016 Projected

147

3,645,714

112,315

7,761,650

1,972,225

13,492,051

W 2017 Projected

998

11,882,535

977,590

24,133,108

7,828,926

44,823,157
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ELECTRIC
POWER

BOUNDLESS ENERGY™

Projected Plant Additions

$1,200
$1,000
(7, $800
c
2
c— $600
[ o
— $400
$200
20 A lachi Kentuck W Virgini Total East
ppalachian IM Transco entucky Ohio Transco rginia ota a?
Transco Transco Transco Transco's
[@ 2011 Projected - 3,128,014 - 74,770,454 - 77,898,468
02012 Projected - 18,325,850 - 170,448,460 - 188,774,310
W 2013 Projected - 112,143,612 - 201,643,590 - 313,787,202
W 2014 Projected - 37,376,735 1,212,625 420,430,830 65,924,284 524,944,473
M 2015 Projected - 107,803,039 26,578,020 459,866,914 182,246,776 776,494,749
M 2016 Projected - 423,327,770 38,359,837 300,027,353 184,083,026 945,797,986
W 2017 Projected 46,595 466,975,078 12,743,253 341,532,986 150,355,172 971,653,084
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{ gg?fi'éfé‘" Reliability Enhancement

WER

“Backbone Pro'!ect”

T =] b1465.1 - Add a third 2250 MVA

W oo 00| 765/345 KV transformer at
Sulliv} . —cnapnati | Sullivan station and

fouis 5 /Station 345 kV switching changes at

K Evansville L“UEWHE 3 SU I I |Van/B reed
2 Lexington
.4  Kentucky Driver: Baseline Load Growth Deliverability &
Reliability
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/ asRican Reliability Enhancement

POVV'E R

“Baseline Project”
e B1818 - Expand the Allen

" station, install a second
’g\ Pawering Up Indiana 345/138 kV transformer,

A / H\‘ ¢ add four 138 kV exits,

l T e 1, cutting in the Lincoln -
Bl SRS N Sterling and Milan -

/“"'(/T : ) Timber Switch 138 kV

mm:‘j* i double circuit tower line

e pb2423 - Install a 300 MVAR shunt reactor at AEP's
Wyoming 765 kV station

 b2230 - Replace existing 150 MVAR reactor at Amos
765 kV with 300 MVAR reactor

33



[ B9 AEP Projects Website

BOUNDLESS ENERGY

® A valuable resource for Transmission
project information around the system:
— http://aeptransmission.com/index.php

— Current Projects by state (not all inclusive)
® Project specific websites

i: ! a: TRANSMISSION
L] Gurrent Projects v

Hom

Biers Run - Circleville Transmission Line Project

34
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BOUNDLESS ENERGY

ELECTRIC Questions

POVV'E R

Contact:
Diane Keegan
Formula Rates Manager
614-716-2317
dmkeegan@aep.com
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