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Johnson City, Tennessce
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PLEASE RESPOND TO:
KINGSPORT OFFICE

office on 07/15/10

Re:  Petition of Kingsport Power Company d/b/a
AEP Appalachian Power for Approval of
Deferred Accounting

Dear Chairman Freeman:
Please find enclosed the original and four (4) copies of the Petition of Kingsport Power Company
d/b/a AEP Appalachian Power for Approval of Deferred Accounting. Please return a filed copy to our
office in the enclosed envelope. Also enclosed is a check in the amount of $25.00 to cover the filing fee.
If you have any questions, please do not hesitate to contact the writer.

Very sincerely yours,

SMIEH"&?AV!S, LLP

W@m C. Bovender


AA01009
Text Box
filed electronically in docket office on 07/15/10
Docket No. 10-00144


Mary Freeman, Chairman
Page 2
July 15,2010

WCB/slb

Enclosures

cc: William A. Bosta (via email w/enc.)
Hector Garcia, Esq. (via email w/enc.)

Cynthia L. Frazier-Keller (via email w/enc.)
David Foster (via email w/enc.)



BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE
IN RE:

APPLICATION OF KINGSPORT POWER
COMPANY d/b/a AEP APPALACHIAN
POWER FOR APPROVAL OF DEFERRED
ACCOUNTING

DOCKET NO.:

R

PETITION FOR APPROVAL OF DEFERRED ACCOUNTING

Comes Kingsport Power Company, d/b/a AEP Appalachian Power, (herein, “Kingsport™)
and respectfully requests that the Tennessee Regulatory Authority (herein, “TRA™) approve the
deferral of certain incremental storm costs incurred by Kingsport as a result of severe winter

storms in December, 2009. In support hereof, Kingsport would show the following:

1. It is represented that any notices or other communications with respect to this
application be sent to the following individuals on behalf of Kingsport:

A. William A. Bosta
American Electric Power Service Corporation

Three James Center, Suite 702

1051 E. Cary Street

Richmond, VA 23219-4029

Ph: (804) 698-5511; Fax: (804) 698-5526
Email: wabosta@aep.com

B. Hector Garcia, Esq.
Senior Counsel
American Electric Power Service Corporation
1 Riverside Plaza - 29th Floor
Columbus, OH 43215
Ph: (614) 716-3410; Fax: (614) 716-1613
Email: hgarcial (@aep.com




C. William C. Bovender, Esq.
Hunter, Smith & Davis, LLP
PO Box 3740
Kingsport, TN 37665
Ph: (423) 378-8858: Fax: (423) 378-8801
Email: Bovender(@hsdlaw.com

2. Kingsport is a public utility with its principal office located in Kingsport,
Tennessee, and is engaged in the business of distributing electric power to retail customers in its
service area which includes parts of Sullivan, Washington and Hawkins Counties, Tennessee, the
City of Kingsport, Tennessee, and the Town of Mt. Carmel, Tennessee. As a public utility
operating in the electricity distribution business in Tennessee, Kingsport is subject to the

regulation and supervision of the TRA.

3. Kingsport purchases all of its electric power requirements from Appalachian
Power Company, whose wholesale rates and charges are subject to the jurisdiction of the Federal

Energy Regulatory Commission.

4. In December, 2009, specifically on December 8, 2009, and again on December
18, 2009, Kingsport’s service area was struck by two severe winter storms which caused power

outages to Kingsport’s customers and damage to the property and equipment of Kingsport.

5. The December 8, 2009 storm was primarily a high wind storm which included ice
and freezing rain. The storm swept through West Virginia, Virginia and Tennessee causing
extensive power outages. Approximately 5,514 customers were out of service in Kingsport at

the height of the storm.
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6. Of the two storms, the December 18, 2009 snow event was the most severe. [t
affected not only the Kingsport, Tri-Cities, Tennessee area, it also crippled the entire three state
region served by Appalachian Power Company and Kingsport, which includes Tennessee,
Virginia and West Virginia. The December 18, 2009 storm ranked as a Category 3 storm on the
Northeast Snowtfall Impact Scale, and caused both Virginia and West Virginia to declare states
of emergency. It was the largest amount of snowfall experienced in the Kingsport region since

the blizzard of January, 1996.

The nature of this snow was unusual in the degree of wetness of the snow, making it both
heavy and adhesive and intensifying the effect of its accumulation on trees, especially evergreen
trees. In computing a ratio of snow to liquid, anything 15:1 or less would typically be
categorized as a “wet snow”, while a ratio above 15:1 is a “dry snow”. Snow to liquid ratio
computations reveal very wet snow in Kingsport (6.5:1) on December 18, 2009, before a
transition to gradually drier snow on December 19, 2009. The combination of rain, freezing rain,
icing and heavy wet snow caused many large, healthy trees to uproot and fall, resulting in major

damage.

Another early problem was the impact of the storm on major transportation arteries,
impeding the ability of many out-of-state personnel (for whose service, arrangements had been
made, such as contractors and neighboring utilities) to get to work destinations. Portions of
Interstate 81 along with other highways were closed at times. Downed trees blocked secondary

roads which interfered with crews’ ability to access outage sites. The weather also prevented



acrial reconnaissance and damage assessment for four days. Attached as EXHIBIT “A™ is the
“Tennessee Restoration Curve for the Period of 12/18/09 - 01/04/10,” which depicts the number

of customers out of service at a given time.

7. As a result of these winter storms, Kingsport incurred incremental operating and
maintenance costs directly related to the restoration of power to its customers and the
repair/replacement of damaged property and equipment which were not anticipated nor
previously budgeted. Kingsport, in the course of same, was required to pay overtime to its
employees and bring in outside contractors to assist in the power restoration and
repair/replacement activities. The majority of the expenses incurred were for wages, food,

lodging and transportation for contractors and workers who assisted from other companies. The

following is a breakdown of said December, 2009, incremental operating and maintenance storm

costs:

| Kingsport Incremental O&M Costs -
December 2009 Storms
Cost Category 12/8/2009 12/18/2009 Total

Storm Storm

| Internal Overtime Labor $16, 633 $157,975 $174.608
Outside Services $92,638 $1,225,606 $1,318,244 |
Material . $916 $17,148 $18,064
Other B $12,310 $106,126 $118,436
Total - $122,497 $1,506.855 $1,629,352




8. To put this $1.6 million of incremental O&M Expense in perspective, Kingsport’s
net operating income for the 13 month period ending November 30, 2009 (prior to the storms), as
reported on Form 3.05 to the TRA, was $2,067,155 (See, EXHIBIT “B™ hereto). A one-time
O&M Expense like the Kingsport December 2009 incremental storm costs would essentially

eliminate approximately half of the net after tax operating income for the 13 month period.

9. Unless the TRA grants appropriate relief, Kingsport will be required to absorb
these substantial costs that are not being recovered in the currently allowed rates. These
incremental expenses are obviously outside the norm and were not caused by the actions and/or
inaction of Kingsport. Kingsport asserts that it would be unfair to require it to absorb these

incremental storm costs when the excessive expenses arose because of acts of nature.

10. For the reasons set forth hereinabove, Kingsport respectfully requests that the

TRA permit it to defer said incremental storm costs.

1 If the deferral is approved, it is the intention of Kingsport to request from the

TRA authorization to recover said incremental storm costs at a later date.

WHEREFORE, Kingsport respectfully prays that the TRA issue an Order approving the

accounting treatment in the manner set forth above.

Respectfully submitted this the 15th day of July, 2010.



KINGSPORT POWER COMPANY d/b/a
AEP APPALACHIAN POWER

By:

~

lam C. Bovender, Esq.

HUNTER, SMITH & DAVIS, LLP
PO Box 3740

Kingsport, TN 37665

Ph: (423) 378-8858

CERTIFICATE OF SERVICE

The undersigned hereby certifies that the foregoing Petition for Approval of Deferred
Accounting has been served by mailing a copy of same by United States mail, postage prepaid,

to below on this the 15th day of July, 2010, as follows:

Cynthia Kinser

Consumer Advocate Division
Office of the Attorney General
P.O. Box 30207

Nashville, TN 37243

Richard Collier, General Counsel
Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, TN 37243

HUNTER, SMITH& DAVIS, LLP

¢

William C. Bovender, Esquire
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KINGSPORT POWER COMPANY
SUPPLEMENTAL FINANCIAL DATA TO PSC 3.05

FOR THE MONTH OF (11) Nov - 2009

LINE NO.

1, Electric Plant in Service (1) (3) (4)

2. Conslruction Work in Progress

3. Materials and Supplies paid for

4. Minimum Bank Balance (2)

5. Cash Allowance - Working Capital (2)

6. Total

Deductions:

7. Accumulated Depreciation (3)

8. Unamortized Investment Tax Credit

9 Custamer Advances in Aid of Construction
10. Customer Deposils

11. Deferred Income Taxes

12. Deferred Gain - Sale of Service Building

13. Total Deductions
14. Rate Base

156. Net Operating Income

16. Charitable Contributions (Net of Tax Effect)

17. Allowance for Funds Used During Construction
18. Interest on Customer Deposits (Net of Tax Effect)

19 Total

20. Rate of Return (Line 18/Line 14)

(1) Includes Account 106 - Completed Construction not Classified

(2} As calculated for 12 months ended December 1981, Dockel 92-04425.
(3) Excludes effect of Capilalized Leases.

(4) Includes Contributions in Aid of Const, per Dockel No U-83-7288.

{5) 12 months ended balances.

CONTINUING SURVEILLANCE CONSIDERATIONS: Estimate the effect on net
operaling income of very significant known changes ccourring within

the perod covered by the report which are not tully reflected in the

revenue and expense amounts shown in the report

AVERAGE FOR 13
MONTHS-TO-DATE

$119,715,498
2,444,931
213,467
1,185,013
138,111

$123,698,020

47,299,114
243,046

0
2,509,233
11,051,070
0

$61,102,463

562,595 557

52,067 155
{205,884)
19,274
(101,376}

$1,778,169

2.84%

Exhibit B
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Exhibit B
FPage 2 of 6

KINGSPORT POWER COMPANY
CUSTOMER SERVICE DATA
(11) Nov - 2009

NUMBER BILLED AT THE END OF PERIOD
TYPE OF CUSTOMER (a)
THIS YEAR (b) LAST YEAR (c)

36, RESIDENTIAL 41,106 41,044
37. COMMERICAL 5622 5,652
38 INDUSTRIAL 173 180
39. OTHER 152 154
40. TOTAL 47,053 47,030

INSTRUCTIONS

1. This report is required of elsclric companies wihich had oparating
revenues for the preceding year in excess of 51,500,000 as provided
inthe Commission's rules. Prapare on a typewriter and file within
B0 days after the end of the month covered by the report. Show
amounts adjusted to the nearest dollar,

2 i any amount for the current month differs materially from that
fer the previous month or the same month a year ago and the diff-
erence js nol self-explanatory annotate the amount and explain the
occasioning facts under "Remarks".

3 List the type and number of other customers in the custamer
service data section under "Remarks”

REMARKS
1. OTHER CUSTOMERS THIS YEAR LAST YEAR
SALES TO PUBLIC AUTHORITIES
Public Street & Highway Ltg. 118 120
Public Schools 34 34
Other Than Public Schools 0 0
152 154
| cerlity that to the best of my knowledge and belief this is a
true and correct report:
4| i } ;j- g /.-'l_.- ) r
pate (Ji 4 2! 200 L (Signed) '__j’f.' WASLES |7 ER U {. &1

I g
i #

Title ana Address Regulatory Consultant
AEP
Three James Center, Suite 702
1061 E. Cary Street
Richmond. VA 23219
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