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ATTORNEY GENERAL’S POST HEARING BRIEF

Kentucky Power Company d/b/a American Electric Power seeks surcharge
recovery under KRS 278.183 of that portion of the costs for environmental compliance
actions taken by Ohio Power Company and Indiana & Michigan on their generating
plants that are included in the capacity settlement charge assessed to Kentucky Power
Company under the AEP Interconnection Agreement. Under KRS 278.183, surcharge
recovery by Kentucky Power Company of costs incurred by Ohio Power Company and
Indiana & Michigan for environmental compliance actions on their plants is not
authorized because the costs are not Kentucky Power’s cost of compliance. This issue
was argued at length before the Commission in Case No. 2005-00068 and is now pending
on appeal before the Court of Appeals’ with reference to whether KRS 278.183 allows
surcharge recovery of that portion of the capacity settlement charge assessed to Kentucky
Power Company that can be traced to other like other like compliance costs of Ohio

Power Company and Indiana & Michigan. The Attorney General continues to object to

!'See, Commonwealth of Kentucky ex rel. Gregory D. Stumbo, Attorney General v. Kentucky Public Service
Commission, Case No 2006-CA-002349 and Kentucky Industrial Utility Customers, Inc. v. Kentucky Public
Service Commission, Case No. 2006-CA-002350.



the recovery of such costs via surcharge as that recovery is not authorized by KRS

278.183. The costs are subject to recovery in base rates by way of a general rate case, but

are not subject to specialized beneficial surcharge recovery under KRS 278.183.

Therefore, the Commission is urged to deny surcharge recovery to the costs contained in

this application.
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