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Background of the 2013 Tennessee Storm and Audit Recommendations 
for Process Improvements & Enhanced Safeguards 

 
 
BACKGROUND 
Kingsport Power Company (Kingsport) and Appalachian Power Company (APCO) experienced a storm in 
January 2013 that resulted in storm restoration costs of approximately $2.5 million.  The storm impacted the 
Kingsport District which includes distribution assets in both Virginia and Tennessee that are owned by APCO 
and Kingsport, respectively.  In 2015, Kingsport included these storm costs for recovery in a rate filing with 
the Tennessee Commission; however, the filing was subsequently withdrawn by Kingsport when some of 
these costs were questioned by the Commission and research by the company revealed that costs actually 
incurred for storm repairs in Virginia were included in the Tennessee filing.  
 
Appalachian Power Company (APCO) operates the Kingsport electrical system and requested that Audit 
Services review the process related to the accounting for storm related costs.  APCO management has since 
assembled a team to study and improve the process of accounting for storm related costs. The observations 
identified by Audit Services during the course of this review will be addressed by this team.   
 
OBJECTIVE 
Perform a consulting review of the Kingsport District’s process to account for storm costs and identify 
internal control enhancements to help ensure storm costs are recorded to the correct jurisdiction.  

 
SCOPE 
The scope of the review included an internal controls review of the current processes utilized to account for 
storm related costs in state-border locations including pre-storm accounting preparation, monitoring of 
internal and external crew activities, and post-storm accounting reviews.  
 
INTERNAL CONTROL OBSERVATIONS 

1. Storm Work Order Procedure – Pre-Storm Accounting Preparation 

A Storm Work Order Procedure, dated February 1, 2011, has been established by Property 
Accounting to account for major storm-related expenditures over $1million.  The purpose of this 
procedure is to detail the field review and documentation for Distribution Storm Work Orders for the 
AEP System.   
Observation – The Storm Work Order Procedure does not address the proper separation and 
accounting for major storm-related costs between state and/or operating company boundaries.  
Recommendation – APCO management will contact AEP Property Accounting and request that the 
current Storm Work Order Procedure be expanded to incorporate requirements for properly 
segregating major storm costs between borderline work locations to ensure that storm costs are 
accurately charged and receive proper accounting.   
 
APCo Action – APCo Management worked with AEP Property Accounting to revise and expand the 
Storm Work Order Procedure by adding the following additional requirement to the policy. 
 
When a major storm occurs in a region that encompasses multiple states or jurisdictions, it is 
necessary to initiate separate major storm work orders and projects for each state or jurisdiction 
affected.  Major storm costs may be included in rate filings with state commissions, so it is essential 
that all major storm costs are reported on the appropriate major storm work order, by state or 
jurisdiction. 
 

2. Contract Crew Time Sheets 
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Contractor time sheets are used to record the actual time worked for each contract employee, as well 
as equipment usage hours, and they are approved by the crew foreman and also approved and dated 
by an AEP line inspector. 
Observation – Although all contractors monitored each crew members’ time for the January 2013 
storm, IRBY Construction’s time sheets did not contain a field to identify the work locations of each 
contract employee. 
Recommendation – APCO management will develop a time-keeping process that provides more-
specific direction to contractors regarding information that is required on their time sheets and will 
require that all contractors more-closely monitor and report crew work locations on their time sheets.   
 
APCo Action – APCo has developed a process using a revised Crew Time & Lodging Verification 
Sheet that provides more specific direction to Guides and contractors on what information is needed 
to properly account for crew time and their lodging.  This sheet includes room to record Contractor 
Name, Supervisor Name and APCo Crew Guide.  It also includes the APCo Work Order and Billing 
Information, space for each Crew Member to provide the location (including jurisdiction) and hours 
worked by day.  The sheet also allows the Guide to record vehicle information, confirm release date 
and time along with space to record lodging location (including jurisdiction).  Lastly, the form 
includes space to record meal information.      
 

3. Crew Time Verification Sheets 
Crew Time Verification spreadsheets are sporadically used by Kingsport Crew Guides to validate 
the actual contract crew time sheets.   The spreadsheets contain fields for entering the work district, 
work location, employee number, names, and titles for each crew member on the job, work day of 
the week, total number of hours worked for each crew member, the contractor name and Kingsport 
billing information (work request, work order, account numbers, etc.).  

Observation – Crew Time Verification sheets are not required to be completed by the Crew Guides.  
Also, Crew Time Verification sheets contain only one field for the work district and one for the work 
location.   

Recommendation – APCO management will require that Crew Guides complete the Crew Time 
Verification Sheets, and/or other applicable forms, to identify when work locations are not reported 
on time sheets and to quickly identify and record the proper time keeping information. APCO 
management will also consider revising the Crew Time Verification sheets to include additional 
fields for recording time spent at various bordering work locations.   
 
APCo Action – As stated in the response above, APCo has developed a process using a revised 
Crew Time & Lodging Verification Sheet that provides more specific direction to Guides and 
contractors on what information is needed to properly account for crew time and their 
lodging.  APCo Crew Guides are required to complete this form which includes the location 
(jurisdiction) to be recorded for each day worked.  The form has been revised to allow for reporting 
work in multiple jurisdictions if necessary.   
 

4. Kingsport Crew Guide Responsibilities 
Crew Guides are sent out on jobs with the contract crews to supervise, coordinate, and direct the 
crews to their work locations.    

Observation – Crew Guides may be assigned to multiple contract crews and can’t constantly follow 
and monitor each contract crew during storm related work.  In addition, the work experience and 
skills of Crew Guides may vary significantly (e.g., management, engineering, meter readers, etc.) 
which may create potential time reporting issues when contract crews are working in multiple 
locations.    

Recommendation – APCO management will provide the necessary training and more-effectively 
communicate the expectations required of Crew Guides.  APCO management will also assign Crew 
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Guides based on work scope complexity taking into account whether work scope spans jurisdictional 
boundaries.  
 
APCo Action – APCo developed a team of subject matter experts who revised our existing Crew 
Guide Training to include specific requirements for properly recording the jurisdictional 
information each day they work.  Both the Crew Guide Training and the Crew Guide Manual have 
been revised to include this new information.  APCo has trained employees who typically guide 
crews during restoration events.  This training was completed by August 1, 2016 as previously 
committed.  In addition, if other employees are needed to guide crews, this training can be utilized 
prior to assigning the employee as a Crew Guide.   During future restoration events, APCo 
leadership will consider the jurisdictional boundaries when assigning employee to guide crews. 
 

5. Storm Work Order Procedure - Post-Storm Accounting Review 
AEP Property Accounting has established a Storm Work Order Procedure to “detail field review and 
documentation for Distribution Storm Work Orders for the AEP System.  Since the split between 
capital and expense is not immediately known, a review of storm-related work orders is required to 
verify the appropriate classification of expenditures between expense and capital.  The procedure is 
intended for major storms with expenditures over $1million.”     
Observation – Per the Storm Work Order Procedure, although “a review of storm-related work 
orders is required to verify the appropriate classification of expenditures between expense and 
capital,” the procedure could be enhanced to require a post-storm review of work order charges to 
ensure they are charged to the correct operating company or jurisdiction.   

Recommendation – Management will contact AEP Property Accounting and request procedural 
updates to strengthen in the Storm Work Order procedure.  Management will also consider post-
storm audits of contractor invoices to ensure they contain enough detail to support any future 
commission filings. 
 
APCo Action – APCo Management worked with AEP Property Accounting to revise and expand the 
Storm Work Order Procedure by adding the following additional requirement to the Monitoring 
Work Order section of the policy. 
 
Additionally, all major storm work orders for storms occurring in a region that encompasses multiple 
states or jurisdictions should be reviewed to ensure that all costs incurred are recorded 
appropriately.  It is essential that all major storm costs are recorded on the appropriate major storm 
work order, by state or jurisdiction.  The JE Classification Correction process should be utilized for 
any reclassifications that may be required to move charges to the correct state or jurisdiction, as a 
result of this review. 
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Crew Time Verification Sheet 
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Crew Lodging Verification Form 

 
 

 
 
 
 
 

 
 

Reminders 
 
 

• Work week begins on Saturday and ends on Friday; a new book will be required for each 
work week. 

• A new book will be required when you change jurisdictions/states. 

• Only one crew per book, do not list multiple crews. 
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Kingsport Power Company
Calculation of Demand Allocation Factors
Storm Damage Rider

Recovery Amount = $1,505,354

Class

2013 12 NCP 
Average Peak 
Load (MW)

2012 Loss 
Factor

Loss 
Adjusted 
Load (to 

Transmission
2013 

Allocation

Demand 
Allocation $

Residential 306                   1.05597          323               71.71% $1,079,424
SGS 6                       1.05597          6                   1.41% $21,165
MGS 32                     1.05597          34                 7.50% $112,881
LGS 48                     1.05597          51                 11.25% $169,321
IP - Pri 9                       1.02602          9                   2.05% $30,847
EHG 8                       1.05597          8                   1.87% $28,220
CS 5                       1.05597          5                   1.17% $17,638
PS 10                     1.05597          11                 2.34% $35,275
OL 3                       1.05597          3                   0.70% $10,583
Total 427                   451               100% $1,505,354

Kingsport Power Company
Calculation of Storm Damage Rider (SDR) Factors
Storm Damage Rider

Recovery Amount = $1,505,354
                                                                                                                                                            

Class

Demand 
Allocation $

Metered kWH   
2013

Annual SDR 
Factor

($/kWH)

24 Month   
SDR Factor
($/kWH)*

Number 
of Lamps

2013 Billing 
Demand kW

Annual SDR 
Factor

($/kW) (or 
$/Lamp)

Residential $1,079,424 691,036,589 0.00156 0.00078
SGS $21,165 21,193,777 0.00100 0.00050
MGS $112,881 107,693,050 0.00105 0.00052
LGS $169,321  700,753 0.2416
IP - Pri $30,847  175,813 0.1755
EHG $28,220 26,480,603 0.00107 0.00053
CS $17,638 9,831,595 0.00179 0.00090
PS $35,275 28,611,892 0.00123 0.00062
OL $10,583   5,439 0.1621
Total $1,505,354

Demand Allocation Factors

Determination of SDR Factors
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Issued: ______                                                                                                               Effective: _____________ 
By: Chris Beam, President     Pursuant to an Order in 
                                                                                                                                       Docket No.: 17-________ 

 
KINGSPORT POWER COMPANY                                     Revised Sheet No. 20          
d/b/a AEP APPALACHIAN POWER       T.R.A. Tariff Number 2 
Kingsport, Tennessee       
 
            
 
 
 STORM DAMAGE RIDER 
 
 
1. Surcharge 
 

Pursuant to the provisions of this Rider, a Storm Damage Rider surcharge will be applied to each 
kilowatt-hour, kilowatt or lamp as billed under the Company’s filed tariffs. 

 
The Storm Damage Rider surcharge applicable to each tariff is set below: 

 
 
      
    
 
Tariff Energy Rate 

($) / KWH 
Demand Rate 

($) / KW 
Lamp Rate 
($) / Lamp 

 
RS 

 
.00078 -- -- 

 
SGS 

 
.00050 -- -- 

 
MGS 

 
.00052 -- -- 

 
EHG 

 
.00053 -- -- 

 
CS 

 
.00090 -- -- 

 
PS  

 
.00062 -- -- 

 
LGS 

 
-- 

 
.1208 -- 

 
IP-PRI 

 
-- 

 
.0877 -- 

IP-TRANS -- -- -- 
 
OL -- --  

.0811 
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