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Thi• settlement Agreement, maaa and entered into this 5th day 

ot september, 1991, between and amonq Kentucky Power Company 

(Kentucky Power), tha Kentucky Attorney General (Attorney 

General), Nola scagg•, Clady• and Vernal Maynard, Debra and James 

Mellette (collectively the Kentucky Low Income Residential 

customers (LIRe)), Armco Steal Company, LP (Armco), and the 

~antueky In4ustrial Ctility customer• on bahalt ot Air Product• & 

Chemicals, Ino., Ashland Oil, Inc. and Kentucky Electric Steal 

corporation (collectively XIOC), and Kentucky Cable Television 

Association, Inc. (KCTA). 

W I T N E S S E T H: 

That, WHEREAs, on March 27, 1991, Kentucky Power tiled betore 

the Kentucky Public Service Commis•ion (Commisaion) an Application 

(Case No. 91•056) to reduce its base retai: electric rates by 

approximately $3.3 million annually, effective April 1, 1991; and 

WHEREAS, in addition to the $3.3 million annual base rate 

decre.ase, Kentucky Power aouqht approval trom the Commie• ion to 

implement a permanent syatam Sale• Clauaa and turthar souqht 

approval ot a Depreciation Study aa well as a propoaed ohanqe to 

the com~any'• depreciation rate•' and 

WHEREAS, the Attorney General, the LIRC, Armco, and the KIUC 

each separately intervened in Kentucky Power'• rata proceeding and 

took various positions in opposition to the rata application, as 
.. 

well as to the revenue allocation proposed by Kentucky Power among 
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the variou• customer cla•••• ••rved by Kentucky Power an~ 

represented by the varioua intervenoret and 

WHEREAS, the Kentucky Cable Televiaion Aaaociation, Inc. 

(RCTA) also intervened in Kentucky Power'• rata proceedin~ and 

thereafter objected to Rentucky Power's propoaed methodology tor 

eatablishing pole attachment rates tor cable taleviaion companies; 

and 

WHEREAS, the partiea hereto believe that a settlement ot the 

rate application by Kentucky Power (except aa hereinbelow aet out) 

is in their bast intereat as well as the public intereat. 

NOW, THEREFORE, for and in conai4aration of the mutual 

eovenanta and premises set forth above, the parties hereto aqrea 

as follows: 

(1) Upon approval of thia settlement Aqreement by Order of 

the Commission, Kentucky Power shall reduce ita base retail 

electric ~at•• by $11.5 million en an annual basia for electric 

aervice rendered on and after April 1, 1991. The difference 

between the rata• in affect from April 1, 1991 and the new rates 

to be established pursuant to this settlement Agreement and 

pursuant to auch commiaaion Order shall be refunded to the 

company's cuatomara through ite requl•r billing procees within 60 

days of such final order. The refund will be baaed on historical 

usage durin~ the period new rates have been in effect. The ratund 

will be in the form of a one-time credit to current cuatoaera with 

checks isaued to customer• who have lett the Company. The retun4 
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shall be paid with interest calculated in acco~dance with 

Commiaaion pragtice. 

·---·-----

(2) The syatem Sales Clauae (Ta~itt P.s.c. Electric No. 6, 

Sheet No•. 19-1 and 19-2) aa tiled by the company on March 27, 

1991 and made aftactiva by Order of the Commiaaion dated April l, 

1991 shall remain in effect and operational a• tiled. 

(l) In addition to the refund referred to in Paraqraph (l) 

above, Xantucky Power shall by a one-time credit to the System 

Sales Clauae commence retundin; the sum ot $600,000 within 60 days 

of the Order approvinq this Settlement Agree=ent. 

(4) Kentucky Power shall flow ~&ck the unprotected portion 

of the exceaa deferred Federal income tax (OFIT) over a 5-year 

period commancinq April 1, 1991. 

(!) Kentucky Po~er's Cepreciation Study ana corresponding 

revised ~epreciation rate• shall be approv9d as filed, effective 

April 1, 1991. 

(6) The revenue allocation among the company's various 

cla•aea ot customers, includinq the ap~ortionmant ot the ret~na 

referr~d to in Paragraph (l) above, shall ba a• set torth and 

preaoribed in the methodology which 1• attache4 hereto aa Exhibit 

No. 1 and included aa if tullY set out herein. 

(7) Kentucky Power shall not adjuat or amend ita 

miscellanaoua aervice charge• or late payment oharvas, but will 

instead retain auch mi•cellanaoua service charqa• and late payment 

charges at the levela that existed immediately prior to the March 

27th Rate Application. 
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(8) This Settlement Aqreemen~ shall not be considered •• 

precedent tor •ny issue except& 

(a) The Depreciation Study and corraspondinq 

depreciation rate•; and 

(b) The tlowback of unprotected OFIT over a 5-year 

period. 

However, thia Settlement Agreement shall settle and raaclve all 

issues in the current rate proceeding except those s~ecitically 

set forth below: 

C•) The proposal of the LIRC tor the LIRAR plan as set 

torth in LIRC's pretiled testimony1 

(b) The proposal of the KIUC to reduce the 

Interrupti~le (IRP) tariff minimum demand trom 

s,ooo kw to 3,000 kW. 

Isaua (a) will be tried immediately and issue (b) may, at tha 

request of the XIUC, or at the request of Kentuc~y Power, be 

submitted to the Commission for separate actjudication by Notice to 

all p~rti•• within 30 days of the date of this Settlement 

Agreement. Thereafter the commission shall cause any such issue, 

it so raqueatad, tc be aat for hearing and liti9ated ••parate and 

apart from tha inatant rate prooeedinq, but without otherwi•e 

attectinq the terms of this Settlement A~reement or the unrelated 

taritfa to be filed pursuant thereto. 

(9) The proposed tariff tor pole attachments of CATV ahall 

be withdrawn and the tariffs currently in effect ahall not be 

amended until the company's next qaneral rate caae. 

-4-
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(10) The tariffs, 1ncludin9 the terms and c~~diticna, as 

filed in th1a proceadinq, except aa modifiad bY this sattl•m•nt 

Aqraem•nt, shall be approv•d as tiled, KentuckY Power shall 

aubmit revised taritta, terms and conditions to the Pu~lic Service 

commission within 14 daya !rom the date of the comm1•aion'• order 

approving thia Settlement Agreement to the extant that this 

settlement Aqreamant ca:ls tor tho•• revisions. 

(11) This Settlement Agreement is conditioned upon and 

subject to the expre•• approval by the Kentucky Public service 

Commiaaion. The terms ot thia Settlement Aqraement are 

inseparable from one ~nether, and acccrainqly are not severable by 

the Commis•ion. In the event the Commission fails to approve this 

settlement Aqreement in its entirety, than this Aqreemant shall ~­

deemed to be ~ull and void ab initio and ot no legal eftect, and 

the partie• shall be returned to the stat\..;,s quo axistinq at the 

time immediately prior to the execution o! this Agreament7 nor 

shall the Settlement Aqreemant be binding on the partie• hereto, 

nor shall the Settlement Aqreement, or any of it• terma, be 

admissible in any court or administrative proceedinq. 

(l2) The rate• provided for in thia Agreement are baaed upor. 

the independent analyais of the parties and reflect a fair and 

raaaonabl• resolution of the iasuas settled hereinl an4 said rates 

as ot the data ot thi• Agreement are fair, just and reaaonable as 

those terma are used in KRS 278.030. 

1150 502 227 5100 PA 
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(ll) This settlement A;reement shall inure to the benafit ct 

and be bin4inq u~on the parties hereto, their heirs, succaseors 

anci assirana. 

(14) This Settlement Aqreement constitutes the complete 

agreement and understanding between the partiea hereto, and any 

and all oral statements, representation• and;or aqreements made 

prior hereto or contemporaneous herewith shall be null and void 

and shall be deemed to have bean merqed into thia Settlement 

Aqreement. 

IN WITNESS WHEREOF, tha partie• hereto, through counsel, 

execute thia settlement Agreement, with the •iqnatories hereto 

hereby rapraaentinq their authority to enter into this Settlement 

Aqreament on behalf of their clients. 

KENTUCKY COMPANY 

, 

-6-
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ICENTUCKY ATTORNEY GENERAL 
UTILITY ' RATE INTERVENTION 
DIVISION 

XENTUCXY INDUSTRIAL UTILITY 
CUSTOMERS 

AIR PRODUCTS AND CHEMICALS, INC. 
ASHLAND OIL, INC. 
KENTUCKY ELECTRIC STEEL CORPORATION 

ARMCO S'rEE:t. COMPANY, LP 

KENTUCKY LOW INCOME RESIDENTIAL 
CUS'I'OM!:RS 

NOLA SCAGGS, GLADYS AND VERNAL 
MAYNARD, DEBRA AND JAMES MOLLETTE 

Byt~~--4': 
KENTUCKY CABLE TELEVISION ASSOCIATION, 
INC. 
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Rate 
Cl111 Tottl \ Total Dolltrt 

IS 32.0819\ 3,689,419 

OL .7173\ 88,Z28 

SL .2513\ 38,900 

QS Pi xed. 1.8278\ 210,197 

GS Other: 1.2.6400\ 1,453,600 

.t.GS 15.9467\ 1,833,870 

OP ll. 8973\ 1,368,189 

CIP-TOD 22.5150\ Z,589,32S 

MW .2941\ 33,821 

IRP 1.7787\ 204.551 

Total $11,500,000 

BXHIBI'l' 1 
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