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December 29,2009 

HAND DELIVERED 

421 West Main Street 
Post Office Bo:: 634 
Frankfort, ICY 40602-0634 

[!io21 223-4124 Fax 
www.stites.com 

[502] 223-3477 

Mark R. Overstreet 
(502) 209-1219 
(502) 223-4387 FAX 
moverstreet@stites.com 

Jeff R. Derouen 
Executive Director 
Public Service Commission 
21 1 Sower Boulevard 
P.O. Box 61 5 
Frankfort, ICY 40602-06 1 5 

RE: Application of Kentucky Power For A General Adjustment Of Its Rates -- PSC 
Case No. 2009-00459 

Dear Mr. Derouen: 

Enclosed please find and accept for filing the following materials: 

(1) The original and ten copies of Kentucky Power Company’s Application For A 
General Adjustment Of Its Rates, including supporting testimony, exhibits, and 
documents; 

(2) The original and ten copies of Kentucky Power Company’s Statutory Notice To 
The Commission Pursuant To 807 KAR 5:011, Section 9; 

(3) The original and ten copies of Kentucky Power Company’s Motion for 
Confidential Treatment. Included with the motion are ten copies of the redacted 
“public” version of the documents for which confidential treatment is being 
sought. Also included are a sealed confidential version of the subject documents, 
highlighted to indicate the material for which confidential treatment is sought. 

A copy of the materials filed, except for the confidential version of the documents for 
which confidential treatment is sought, is being served on counsel for the Kentucky Industrial 
Utility Customers, Inc. and the Attorney General, Office for Rate Intervention. 

Please do not hesitate to contact me if you have any questions. 

Alexandria, VA Atlanta, GD, Frankfort, ICY Jeffersonville, I N  Lexington, MY Louisville, KY i\lashville, TN Washington, DC 
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cc: Michael L. Kurtz 
Dennis G. Howard, II 



I liereby certify that a copy of tlie foregoing Application was served in the manner 
indicated below, upon the following parties of record, this 2gfh day of December, 2009. 

Michael 1;. Kurtz 
Boehm, Kurtz & I,owry 
2 1 10 CBLD Center 
36 East Seventh Street 
Cincinnati, OH 45202 

(U.P.S. Delivery) 

Dennis Howard 111 
Assistant Attorney General 
Office for Rate Iiiteiventioii 
P. 0. Box 2000 
Frankfort, ICY 40602-2000 

(Hand Delivery) 

Mark R. Overstreet 
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DEC 2 9  2009 
BLIL bERVlCE 

COMMONWEALTH OH KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE APPLICATION FOR. GENERAL 1 

OF KENTUCKY POWER COMPANY ) 
ADRJSTMENT OF ELECTRIC RATES ) CASE NO. 2009-00459 

TORY NOTICE 

ICentucky Power Company ((‘Kentucky Power,” or the “Company”), pursuant to 807 

MAR 5:011, Section 9, and all other applicable statutes and regulations, submits this Statutory 

Notice of the adjustments to be made in the Company’s rates and tariffs. 

Kentucky Power proposes to change its existing electric rates and tariffs now on file with 

the Commission by substituting new Tariff Sheets (P.S.C. Electric No. 9) for the corresponding 

Tariff Sheets now on file with the Commission (P.S.C. Electric No. 8) and adding 21 new Tariff 

Sheets as set forth below: 

New Sheet No. P.S.C. 9 Saagersediaigz[ Sheet No. P.S.C. 8 

Original. Cover Page 

Original Sheet No. 1-1 

Original Sheet No. 1-2 

Original Sheet No. 2- 1 

Original Sheet No. 2-2 

Original Sheet No. 2-3 

Original Sheet No. 2-4 

Original Sheet No. 2-5 

Original Cover Page 

IS’ Revised Sheet No. 1-1 

1“Revised Sheet No, 1-2 

Original Sheet No. 2-1 

Original Sheet No. 2-2 

Original Sheet No. 2-3 

Original Sheet No. 2-4 

Original Sheet No. 2-5 
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New Sheet No. P.S.C. 9 

Original Sheet No. 2-6 

Original Sheet No. 2-7 

Original Sheet No. 2-8 

Original Sheet No. 2-9 

Original Sheet No. 2-10 

Original Sheet No. 2-1 1 

Original Sheet No. 2-12 

Original Sheet No. 2-13 

Original Sheet No. 2- 14 

Original Sheet No. 3-1 

Original Sheet No. 3-2 

Original Sheet No. 3-3 

Original Sheet No. 3-4 

Original Sheet No. 3-5 

Original Sheet No. 3-6 

Original Sheet No. 3-7 

Original Sheet No. 3-8 

Original Sheet No. 3-9 

Original Sheet No. 3-10 

Original Sheet No. 4-1 

Original Sheet No. 5-1 

Original Sheet No. 5-2 

Original Sheet No. 2-6 

Original Sheet No. 2-7 

Original Sheet No. 2-8 

Original Sheet No. 2-9 

Original Sheet No. 2-1 0 

1'' Revised Sheet No, 2-1 1 

lSt Revised Sheet No. 2-12 

1'' Revised Sheet No. 2-13 

Original Sheet No. 2-14 

Original Sheet No. 3-1 

Original Sheet No. 3-2 

Original Sheet No. 3-3 

Original Sheet No. 3-4 

Original Sheet No. 3-5 

Original Sheet No. 3-6 

Original Sheet No. 3-7 

Original Sheet No. 3-8 

Original Sheet No. 3-9 

Original Sheet No. 3-1 0 

Original Sheet No. 4-1 

Original Sheet No. 5-1 

2nd Revised Sheet No. 5-2 

2 



New Sheet No, P.S.C. 9 

Original Sheet No. 6-1 

Original Sheet No. 6-2 

Original Sheet No. 6-3 

Original Sheet No. 6-4 

Original Sheet No. 6-5 

Original Sheet No. 6-6 

Original Sheet No. 6-7 

Original Sheet No. 6-8 

Original Sheet No. 6-9 

Original Sheet No. 7-1 

Original Sheet No. 7-2 

Original Sheet No. 7-3 

Original Sheet No. 7-4 

Original Sheet No. 8-1 

Original Sheet No. 8-2 

Original Sheet No. 8-3 

Original Sheet No. 8-4 

Original Sheet No. 8-5 

Original Sheet No. 9-1 

Original Sheet No. 9-2 

Original Sheet No. 9-3 

Original Sheet No. 9-4 

$UpeEXdhlg Sheet NO. P.$.c. 8 

2"" Revised Sheet No, 6-1 

2nd Revised Sheet No. 6-2 

Original Sheet No. 6-3 

2nd Revised Sheet No. 6-4 

Original Sheet No. 6-5 

2nd Revised Sheet No. 6-6 

Original Sheet No. 6-7 

--- 

Znd Revised Sheet No. 7-1 

2nd Revised Sheet No. 7-2 

2"d Revised Sheet No. 8-1 

Origiiial Sheet No. 8-2 

2nd Revised Sheet No. 8-3 

2nd Revised Sheet No. 8-4 

Original Sheet No. 8-5 

2nd Revised Sheet No. 9-1 

2nd Revised Sheet No. 9-2 

Original Sheet No. 9-3 
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New Sheet No. P.S.C. 9 

Original Sheet No. 9-5 

Qriginal Sheet No. 9-6 

Original Sheet No. 10-1 

Original Sheet No. 10-2 

Original Sheet No. 10-3 

Original Sheet No. 11-1 

Original Sheet No. 1 1-2 

Original Sheet No. 1.1-3 

Original Sheet No. 12-1 

Original Sheet No. 12-2 

Original Sheet No. 12-3 

Original Sheet No. 13-1 

Original Sheet No. 13-2 

Original Sheet No. 14-1 

Original Sheet No. 14-2 

Original Sheet No. 14-3 

Original Sheet No. 15-1 

Original Sheet No. 15-2 

Original Sheet No. 15-3 

Original Sheet No. 16-1 

Original Sheet No. 16-2 

Original Sheet No. 16-3 

e m -  

2nd Revised Sheet No. 10-1 

Original Sheet No. 10-2 

Original Sheet No. 10-3 

Td fieviscd Sheet NO. 1 1 - 1 

Original Sheet No. 1 1-2 

Original Sheet No. 11-3 

Original Sheet No. 12- 4. 

Original Sheet No. 12-2 

Original Sheet No. 12-3 

2nd Revised Sheet No. 13-1 

Original Sheet No. 13-2 

2nd Revised Sheet No. 14-1 

Original Sheet No. 14-2 

Original Sheet No. 14-3 

2"d Revised Sheet No. 15-1 

Original Sheet No. 15-2 

Original Sheet No. 15-3 

Original Sheet No. 1 6- 1 

Original Sheet No. 16-2 

Original Sheet No. 16-3 
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New Sheet No. P.S.C. 9 

Original Sheet No. 16-4 

Original Sheet No. 16-5 

Original Sheet No. 17-1 

Original Sheet No. 17-2 

Original Sheet No. 17-3 

Original Sheet No. 18-1 

Original Sheet No. 18-2 

Original Sheet No. 18-3 

Original Sheet No. 19-1 

Original Sheet No. 19-2 

Original Sheet No. 20-1 

Original Sheet 'No. 21-1 

Original Sheet No. 22-1 

Original Sheet No. 22-2 

Original Sheet No. 23-1 (Blank - 
Reserved For Future Use) 

Original Sheet No. 24-1 

Original Sheet No. 24-2 

Original Sheet No. 24-3 

Original Sheet No. 24-4 

Original Sheet No. 24-5 

Original Sheet No. 24-6 

Original Sheet No. 24-7 

Original Sheet No. 16-4 

Original Sheet 'No. 16-5 

Original Sheet No. 17-1 

Original Sheet No. 17-2 

Original Sheet No. 17-3 

Original Sheet No. 18-1 

Original Sheet No. 18-2 

Original Sheet No. 18-3 

Original Sheet No. 19-1 

Original Sheet No. 19-2 

Original Sheet No. 20-1 

Original Sheet No. 21-1 

Original Sheet No. 22-1 

7'h Revised Sheet No. 22-2 

4* Revised Sheet No. 23-1 
(Discontinued) 

Original Sheet No. 24-7 

Original Sheet No. 24-2 

Original Sheet No. 24-3 
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Original Sheet No. 24-8 

Original Sheet No. 24-9 

Original Sheet No. 25-1 

Original Sheet No. 25-2 

Original Sheet No. 25-3 

Original Sheet No. 26-1 

Original Sheet No. 26-2 

Original Sheet No. 26-3 

Original Sheet No. 27-1 

Original Sheet No, 27-2 

Original Sheet No. 27-3 

Original Sheet No. 27-4 

Original Sheet No. 27-5 

Original Sheet No. 27-6 

Original Sheet No. 27-7 

Qriginal Sheet No. 27-8 

OriginaI Sheet No. 27-9 

Original Sheet No. 27- 10 

Original Sheet No. 27-1 1 

Original Sheet No. 27-12 

Qriginal Sheet No. 27-1 3 

Original Sheet No. 27-14 

6 

Superseding Sheet No, P.S.C. 8 

Original Sheet No. 25-1 

Original Sheet No. 25-2 

Original Sheet No. 25-3 

Original Sheet No. 26-1 

Original Sheet No. 26-2 

Original Sheet No. 26-3 

lSf Revised Sheet No. 27-1 

lSt Revised Sheet No. 27-2 

lSt Revised Sheet No. 27-3 

1'' Revised Sheet No. 27-4. 

1 st Revised Sheet No. 27-5 

lSt Revised Sheet No. 27-6 

Original Sheet No. 27-7 

Original Sheet No. 27-8 

Original Sheet No. 27-9 

Original Sheet No. 27- 10 

Original Sheet No. 27-1 1 

Original Sheet No. 27-12 

Original Sheet No. 27-13 

Original Sheet No. 27-14 



New Sheet No. P . S . Q  

Original Sheet No. 27- 15 

Original Sheet No. 27-16 

Original Sheet No. 27-17 

Original Sheet No. 27-1 8 

Original Sheet No. 27-19 

Original Sheet No. 27-20 

Original Sheet No. 27-2 1 

Original Sheet No. 27-22 

Original Sheet No. 28-1 

Original Sheet No. 29-1 

Original Sheet No. 29-2 

Original Sheet No. 29-3 

Original Sheet No. 29-4 

Original Sheet No. 29-5 

Original Sheet No. 30-1 

Original Sheet No. 30-2 

Original Sheet No. 30-3 

Original Sheet No. 30-4 

Original Sheet No. 3 1-1 

Original Sheet No. 32-1 

Original Sheet No. 32-2 

Original Sheet No. 32-3 

Original Sheet No. 27-15 

Original Sheet No. 27-1 6 

Original Sheet No. 27-1'7 

Original Sheet No. 27-18 

Original Sheet No. 27-19 

Original Sheet No. 27-20 

Original Sheet No. 27-21 

Original Sheet No. 27-22 

Original Sheet No. 28-1 

lSt Revised Sheet No. 29-1 

lSt Revised Sheet No. 29-2 

Original Sheet No. 29-3 

lSt Revised Sheet No. 29-4 

1'' Revised Sheet No. 29-5 

Original Sheet No. 3 0- 1 

Original Sheet No. 30-2 

Original Sheet No. 30-3 

Original Sheet No. 30-4 

Original Sheet No. 31-1 
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New Sheeb[ No. P.S.C. 9 Superseding Sheet No. PVS.C 8 

Original Sheet No. 32-4 --- 

Originaf Sheet No. 33-1 --- 

Original Sheet No. 34-1 -_- 

Original Sheet No. 35-1 --- 

Original Sheet No. 35-2 -__ 

The mended and new tariffs will be effective for service rendered on or after January 29, 

201 0. Notice to the public of the proposed tariffs is being given in accordance with 807 IUIR 

591 1 ,  Section 8(l)(c), 807 MAR 5:001, Section 10(3), 807 KAR 5:001, Section 10(4)(c)(3), and 

all other applicable statutes and regulations. Notice also is being given by exhibiting the sanie 

for public inspection at Kentucky Power’s corporate offices, IO I A Enterprise Drive, Frankfort, 

ICentucky, 40601; and service centers located at 12333 Kevin Avenue, Ashland, Kentucky, 1400 

E. Main Street, Hazard, Kentucky, and 3249 North Mayo Trail, Pikeville, Kentucky. The notice 

will remain posted until the Commission’s Order finally determining the Company’s rates. 

Copies of the Kentucky Power’s Tariffs “P.S.C. Electric No. 9” are filed with Company’s 

Application for General Adjustment of Rates in Volume 2, Section 111, pages 63-205. A 

comparison of the Company’s existing Tariffs “P.S.C. E’lectric No. 8” and its proposed “P.S.C. 

Electric No. 9’7 is filed at Volume 2, Section III, pages 206-488 of its appIication. 

Additional information required by the Commission’s regulations is contained in the 

“Application for General Adjustment of Existing Rates of Kentucky Power Company” filed 

herewith and expressly incorporated herein. 

This 2gth day of December, 2009. 
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Bruce F. Clark 
Mark R. Overstreet 
R. Benjamin Crittenden 
STITES & HARRISON PELC 
421 West Main Street 
P. 0. Box 634 
Frankfort, Kentucky 40602-0634 

Steven T. Nourse 
Matthew J. Salterwhite 
American Electric Power Service Carporation 
One Riverside Plaza 
P.O. Box 16631 
Columbus, Ohio 43215 

COUNSEL, FOR KENTUCKY POWER 
COMPANY 
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I hereby certify that a copy of the foregoing Statement, Notice and Application was 
served by first class mail, postage prepaid, upon the following parties of record, this 29"' day of 
December, 2009. 

Michael 1;. Kurtz 
Boehm, Kirtz & Lowry 
21 10 CBLD Center 
36 East Seventh Street 
Cincinnati, OH 45202 

Dennis Howard TI 
Assistant Attorney General 
Office for Rate Intervention 
P. 0. Box 2000 
Frankfort, ICY 40602-2000 
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COMMONWALTH OF KENTTJCKY 

BEFORJ3 THE PUBLIC SERVICE COMMISSION PUBLIC SERVICE 
CQMMISSIIQN 

In the Matter of: 

THE APPLICATION FOR GENERAL ) 
ADJTJSTMENT OF ELECTRIC RATES 
OF KENTUCKY POWER COMPANY ) 

) CASE NO. 2009-00459 

APPLICATION FOR 
GENERAL, ADJIJSTMENT OF EXISTING RATES OF 

KENTUCKY POWER COMPANY 

Kentucky Power Company (“Kentucky Power,” or the “Company” ) applies to the Public 

Service Commission of Kentucky (“Cominission”) pursuant to KRS 278.180, KRS 278.190, 807 

KAR 5:001, Section 10, 807 I U R  5:011 and 807 KAR 5:051, and all other applicable statutes 

and regulations, for a general adjustment of its electric rates. In support of its Application, the 

Company states: 

A. INFORMATION REGARDING THE APPLICANT. 

1. Name and Address: The applicant’s full name and post office address is: 

Kentucky Power Company, l0 lA Enterprise Drive, P.O. Box 5 190, Frankfort, Kentucky 40602- 

5190. 

2. Articles of Incorporation: A certified copy of the Articles of Incorporation of 

Kentucky Power Company, and all amendments thereto, are on file with the Cominission in the 

“Joint Application of Kentucky Power Co., American Electric Power Co., Inc. and Central and 

South West Corporation Regarding a Proposed Merger,” Case No. 99-149, as Exhibit “1” and 

are incorporated by reference herein. 807 KAR 5:001, Section 10( l)(a)(3). 
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3. Business: Kentucky Power Company is a public utility principally engaged in the 

business of providing electricity to Kentucky consumers. The Company generates and purchases 

electricity which it distributes and sells at retail in all, or portions of, the Counties of Boyd, 

Breathitt, Carter, Clay, Elliott, Floyd, Greenup, Johnson, Knott, Lawrence, Leslie, Letcher, 

L,ewis Magoffin, Martin, Morgan, Owsley, Perry, Pike and Rowan. The Company also furnishes 

electric service at wholesale to the City of Olive Hill and the City of Vanceburg. 

4. Affiliations: Kentucky Power is a subsidiary of American Electric Power 

Company, Inc. (hereinafter “AEP”) and is a member of the integrated AEP East System. There 

are three primary FERC-Approved agreements that govern the transactions among the members 

of the AEP East System: the Interconnection Agreement, the Interim Allowance Agreement, and 

the Transmission Equalization Agreement. 

5. Annual Reports: The Company hereby certifies that its annual reports, including 

the annual report for the most recent calendar year (2008), are on file with the Commission 

pursuant to 807 KAR 5:006, Section 3( 1). 807 KAR 5:001 , Section 1 O( l)(a)(2). 

6. Certificate of Good Standing: A certificate of good standing for Kentucky 

Power issued by the Secretary of State of the Commonwealth of Kentucky, and dated within 60 

days of the date of this application, is provided in Volume 1 , Section 11, Application Exhibit-A to 

this Application. 807 KAR 5:OOl , Section 10(l)(a)(5). 

7. Company Property: The Company’s Big Sandy Power Plant consists of two 

steam-electric generating units having an aggregate net capacity of 1,060 MW. The Company’s 

electric transmission system includes substation capacity of approximately 4,340,700 KVA and 

approximately 1,249 pole miles of lines, and is interconnected with the systems of neighboring 

utilities. The Company’s electric distribution system includes substation capacity of 

2 



approximately 2,007,000 KVA and approximately 9,930 circuit miles (including secondary). 

Other properties include service buildings, stores buildings, garages and other structures and 

equipment. 

The net original cost of the property and the cost thereof to the applicant at 

September 30,2009 was: 

Original Cost - Electric Plant in Service 

Production Plant $ 538,978,466 
Transmission Plant 436,102,125 
Distribution Plant 559,287,361 
General Plant 34,139,614 
Intangible Plant and Other EPIS 19,458,986 

TOTAL $1,587,966,552 

Less Accumulated Provisions for 
Depreciation, Depletion and 
Amortization of Electric 
Utility Plant $ 529,666,708 

Net Original Cost $ 1,058,299,844 

8. Unit Power Agreement: Through a Unit Power Agreement, the Company is 

responsible for 15% of the costs associated with R.oc1cpoi-t Plant Generating T.Jnits No. 1 and 

No. 2, which provides the Company with additional generating capacity of 393 MW. 

R. NOTICES. 

9. Notice of Intent. Pursuant to 807 KAR 5:001, Section 10(2), Kentucky Power 

filed its Notice of Intent with the Commission at least four weeks prior to the filing of this 

Application, and mailed a copy to the Utility Rate and Intervention Division of the Office of the 

Attorney General. A copy of the written notice of intent is provided in Volume 1, Section 11, 

Application Exhibit-A. 

3 



10. Customer Notices: (a) The form of the customer notice required by 807 KAR 

5:001, Section 10(3) and 807 KAR 5:001, Section 10(4) is provided in Volume 1, Section 11, 

Application Exhibit-A. The customer notice will be published once a week for three consecutive 

weeks in a prominent manner in newspapers of general circulation in Kentucky Power’s service 

area, with the first publication in each newspaper within seven days of the date of the filing of 

this application. An affidavit from the publisher of each newspaper in which the notice was 

published will be filed within 45 days of the filed date of this Application; (b) No later than the 

date this application was filed a copy of the notice was posted at the Company’s offices located 

at 101 A Enterprise Drive, Frankfort, Kentucky, 12333 Kevin Avenue, Ashland, Kentucky, 1400 

E. Main Street, Hazard, Kentucky, and 3249 North Mayo Trail, Pilteville, Kentucky. The notice 

will remain posted until the Commission’s Order finally determining the Company’s rates. A 

reduced copy of the form of the posted notice, along with the certification it was posted, are 

provided in Volume 1, Section 11, Application Exhibit-& and (c) Within 30 days after the filing 

of this Application, a clear and concise explanation of the changes in rate schedules will be 

mailed to each customer. A form of the notice to be mailed to customers is provided in Volume 

1, Section 11, Application Exhibit-A. This application will be timely supplemented with the 

certification of mailing when mailing has been completed. 

C. 

Reasons for Adiustment: Kentucky Power’s current rates are not fair, just and 

The Proposed General Adjustment in Existing Electric Rates and Charges. 

11. 

reasonable, and do not permit the Company to operate successfully, to maintain its financial 

integrity, to attract capital, to compensate its investors for the risks assumed, or to continue to 

provide adequate, efficient and reasonable service throughout its service territory. More 

specifically, but without limitation, the proposed adjustment is required: 
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To compensate for Kentucky Power’s inadequate and unreasonable 2.90% 
return on equity for the test year ended September 30,2009; 

To reflect the increase in ICentucky Power’s depreciation expense in light 
of the results of the Company’s most recent depreciation study. 

To reflect the costs of the proposed Renewable Energy Purchase 
Agreement; 

To fund the Company’s long term Reliability and Service Enhancement 
Plan; 

To reflect the reduced “credit” to Kentucky Power’s cost of service as a 
result of significantly reduced test year off-system sales; 

To compensate the Company for the extensive capital investments in 
support of its business (the Company’s net original cost of capital 
increased from $907,188,990 to $1,058,299,844 from June 30,2005 to 
September 30,2006); and 

To reflect the increase in the Company’s operating expenses since the 
Company’s general adjustment in rates. 

A more detailed statement of the reasons for tlie proposed adjustment is set forth in the 

testimony of Company’s witnesses provided in Volumes 3-5. 807 KAR S:001, Section 10(6)(b). 

Historical Test Year: The Company’s Application for a general adjustment to its 12. 

existing rates is supported by a twelve month historical test year, with tlie test period ending 

September 30,2009. 807 KAR S:001 Section lO(l)(a). 

13. Proposed Tariff The proposed tariffs in a form that complies with 807 KAR 

S:011 , with an effective date for service rendered on or after January 29,201 0 are filed in 

Volume 2, Section 111. 

14. Proposed Tariff Chawes: The Conipany’s proposed tariff changes, identified in 

compliance with 807 KAR S:011, 807 KAR S:001, Section l(a)(S)(a), and 807 KAR S:001, 

Section 1 (a)(S)(b), are filed in Volume 2, Section 111. The proposed rates and charges are fair, 

just and reasonable as required by KRS 278.030. 



15. Effect of Proposed Adiustments: The Company calculates that the proposed 

adjustment in electric rates will result in an increase in revenue of approximately $123.6 million 

per year, based on consumption and demand during the twelve month period ending 

September 30,2009, resulting in total annual Company revenues of $633.4 million, and 

representing an increase in revenue of approximately 24.25%. 807 KAR 5:001, Section 

10(6)(d). 

(a) The effect of the increase on average or typical electric bills is as follows: 

I ADJUSTMENT 
Average Average Present Proposed Average Average 

Tariff Customer Customer Average Average Billing Percent 
Class KWH Demand Billing' Billing Change Change 

RS 1.427 $1 14.57 $154.62 $40.05 34.95% 
SGS 508 $53.60 $65.59 $1 1.99 22.37% 
MGS 6,247 26 $557.43 $675.06 $117.63 21.10% 
LGS 73,192 224 $5,650.90 $6,855.95 $1,205.05 21 -32% 

MW 32,589 $2,427.91 $2,867.43 $439.52 18.10% 
QP 859,s 15 2,096 $52,659.1 1 $61,435.61 $8,776.50 16.67% 

I 

C.1.P.-T.O.D. 10,724,306 20,770 $575,630.58$651,180.83 $75,550.25 13.12% 
OL 75 $11.30 $15.13 $3.83 33.90% 
SL 1 1,406 $1,518.08 $1,832.99 $314.91 20.74% 
CATV 2 7,640 
User Attachments $55,084.00 $55,084.00 $0.00 0% 
CATV 3 83,364 
User Attachments $372,637.00 6372,637.00 $0.00 0% 
COGENISPP Vo Customers N/A N/A N/A NIA 
1 
COGEN/SPPVo Customers N/A N/A N/A NIA 
I1 

1 PRESENT RATES 1 WITHOUT TRANSMISSION 1 WITH TRANSMISSION 
ADJUSTMENT 
Proposed Average 
Average Billing 
Revenue Change 

$152.87 $38.30 
$64.85 $1 1.25 
$667.44 $1 10.01 
$6,778.52 $1,127.62 

$2,835.04 $407.13 
$60,741.76 $8,082.65 

$643,826.33 $68,195.75 
$15.13 $3.83 
$1,832.99 $314.91 

$55,084.00 $0.00 

$372,637.00 $0.00 
N/A N/A 

N/A N/A 
~ 

807 KAR 5:001, Section 10(6)(e). 

Average 
Percent 
Change 

33.43% 
20.99% 
19.73% 
19.95% 

16.77% 
15.35% 

1.85% 
33.90% 
20.74% 
-- 

0% 

0% 
N/A 

N/A 

Includes fuel adjustment and environmental surcharge based on test year average. 
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(c) Analysis showing revenues from present and proposed rates for each 

PRESENT RATES 
Customer Current 

Classification Revenue 

customer classification: 

WITHOUT TRANSMISSION ADJUSTMENT WITH TRANSMISSION ADJUSTMENT 
Proposed Proposed Percent Proposed I Proposed Percent 
Revenue Increase Change Revenue I Increase Change 

I 

RS 
SGS 
MGS 
LGS 
MW 
QP 

OL 
SL 
CATV Two 

C.I.P. - T.O.D. 

$196,964,5 17 $265,806,203 $68,841,686 34.95% $262,804,281 $65,839,764 33.43% 
$14,551,918 $17,806,165 $3,254,247 22.36% $17,605,064 $3,053,146 20.98% 
$51,640,578 $62,538,275 $10,897,697 21.10% $61,831,958 $10,191,380 19.74% 
$58,995,442 $71,576,186 $12,580,744 21.32% $70,767,800 $1 1,772,358 19.95% 

$582,698 $688,182 $105,484 18.10% $680,410 $97,712 16.77% 
$54,976,107 $64,138,780 $9,162,673 16.67% $63,414,389 $8,438,282 15.35% 

$6,588,349 $8,818,681 $2,230,332 33.85% $8,818,681 $2,230,332 33.85% 
$1,129,448 $1,363,743 $234,295 20.74% $1,363,743 $234,295 20.74% 

$55,084 $55,084 $0.00 0% $55,084 $0.00 0% 

$124,336,206 $140,655,061 $16,318,855 13.12% $139,066,487 $14,730,281 11.85% 

User 

User 
COGEN/SPP N/A N/A N/A N/A N/A N/A N/A 
1 

CATV Three $3 72,63 7 $372,637 $0.00 0% $3 72,63 7 $0.00 0% 

807 KAR 5:001, Section 10(6)(g). 

16. New and Modified Programs, Policies and Tariffs. In connection with this 

application, the Company is proposing to implement certain new policies, prograins and tariffs, 

and to madify existing policies, programs and tariffs including, but not limited to: 

(a) 

(b) 

(c) 

Modification of the System Sales Clause (Tariff S.S.C.) 

Implementation of an Transmission Adjustment Tariff (Tariff T.A.) 

Entry into a Renewable Energy Purchase Agreement.2 

The Company’s proposed tariffs are filed in Volume 2, Section 111. 

’ Kentucky Power is seeking approval of the Renewable Energy Purchase Agreement pursuant to KRS 278.300 in a 
separate proceeding, styled I n  the Matter ox The Application of KentiicJy Power Company For Approval Of 
Renewable Energy Purchase Agreement For Wind Energy Resources Between Kentucky Power Company and FPL, 
Illinois Wind, LLC, 2009--, filed concurrently with this application. 
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D. COMPLIANCE WITH STATUTORY AND REGULATORY REQUIREMENTS. 

The Company provides the following information in further response to the requirements 

imposed by KRS 278.0180, KRS 278.190, KRS 278.2203, KRS 278.2205, 807 KAR 5:001, 

Section 10, 807 KAR 5:011, and 807 KAR 5:051: 

17. 

Section TV. 

18. 

A financial exhibit in the form prescribed by 807 KAR 5:001, Section 6 is filed in 

A description and quantification of all proposed adjustments, with proper support 

for any proposed changes as prescribed by 807 KAR 5:001 Section 10(6)(a) are provided in 

Voluine 2, Section V. 

19. The prepared testimony and exhibits of the following witnesses in support of this 

Application is provided in Volumes 3-5: 

Witness 

William Avera 

Dennis W. Bethel 

Jay F. Godfrey 

Diana L. Gregory 

James E. Henderson 

Daniel E. High 

David A. Jolley 

Hugh E. McCoy 

Timothy C. Mosher 

Thomas M. Myers 

Everett G. Phillips 

Subject Matter of Testimony 

Cost of Equity 

Transmission Adjustment Tariff 

Wind Generation 

Accounting for Transmission Adjustment 
Tariff 

Depreciation Study 

Class Cost of Service 

Employee Compensation 

Pension Plan Costs 

Overview of Application 

Sharing of Off-System Sales 

Distribution Reliability 
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Witness Subject Matter of Testimony 

David M. Roush 

Errol K. Wagner 

Scott A. Weaver 

Ranie K. Wolvlhas 

Rate Design & Tariffs & Revenue Adjustment 

Jurisdictional Study and Revenue and O&M 

Net Cost of Wind Generation 

O&M Expenses 

807 KAR 5:001, Section 10(6)(b). 

20. The Company’s Cost Allocation Manual is provided in Volume I-A. KRS 

278.2203; KRS 278.2205. 

21. 

22. 

A copy of the statutory notice is provided in Volume 1, Section I. 

The remaining required information provided in support of this Application, and 

in compliance with the Cominission’s regulations is provided, or its location in the Application 

identified, in the Filing Requirements sheets provided in Volume I, Section 11, Exhibit-A. 

WHEREFORE, Kentucky Power Company respectfully requests the Kentucky Public 

Service Coinmission enter an Order: 

1. Approving the requested rates and revised tariff sheets submitted herewith in 

Volume 2, Section 111; and 

Granting such other relief to which the Company may be entitled. 2. 
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Respectfully submitted, n 
Bruce F. Clark 
Mark R. Overstreet 
R. Benjamin Crittendeii 
STITES & HARBISON PLLC 
421 West Main Street 
P. 0. Box 634 
Frankfort, Kentucky 40602-0634 

Steven T. Nourse3 
Matthew J. Satterwhite4 
American Electric Power Service Corporation 
One Riverside Plaza 
P.O. Box 16631 
Columbus, Ohio 432 15 

COUNSEL FOR mNTTJCKY P O W R  
COMPANY 

Pro 17ac vice admission pending. 
Pro hac vice admission pending. 4 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing Application was served in the manner 
indicated below, upon the following parties of record, this 29fh day of December, 2009. 

Michael L. Kurtz 
Boelun, Kurtz & Lowry 
2 1 10 CBLD Center 
36 East Seventh Street 
Cincinnati, OH 45202 

(U.P.S. Delivery) 

Dennis Howard I1 
Assistant Attorney General 
Office for Rate Iiiterveiitiori 
P. 0. Box 2000 
Frankfort, KY 40602-2000 

(Hand Delivery) 
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Please see Vollasme 2, Section IV. 
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Please see VsIleome 2, seceiion HV* 
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Kentucky Power cornpalray 

HisQaPrieraU Test Period EEndiag September 30,2089 
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Kentaacllr;Qr Power Company 
Case No. 2809-00459 

HItistaPricEan Test Period Endiang September 30,2009 
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Trey Grayson 
Secretary ~f State 
P. 0. Box 718 

Frankfoft, KY 90602-0718 

h t tp : / /w , sos .  ky.gov 
(502) 564-3490 

.__-I___ - 
Authentication number: 89394 
Visit hlt~:/laDps.sos,k~.~ovlbusiness/obdb/cerlvaIida~e.as~x to authenticate this certificate. 

I__--___ _- 
I, Trey Grayson, Secretmy of State of the Cornonwealth of Kentucky, do hereby 

cerbfy that according to the records in the Office of the Secretmy of State, 

is a corporation. d d y  incorporated and existing under KRS Chapter 271B, whose date of 
incorporation is July 21,1919 and whose period of duat ion is perpekid. 

paid; that Articles of Dissolprtion have not been Ned; and that the most recent a m u d  
report reqnixed by KliS 271R.16-220 has been delivered to the Secretary ~f State!. 

IN W T m S  WEFEREOF, 1 have hereunto set my hand. md &xed my Official. 
Seal at FsiPnltfort, Kentucky, this Znd day of December, 2009, in the 227* y2a of the 
ComnonwealDQ1. 

I 67ufher certify t l i a t  a14 fees aid penalties owed to the Secretary of State have been 

Secretary of State 
Commonwealth of I<enhdsy 
&9394/0028317 

http://w,sos
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Please see vonnme 2, section 1111, pages 206 thirongiin 488. 
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Pursuant to the Kentucky Public Seivice Commission’s Regulation 

807I<AR5:001, Section 10 (1)fa)(9), I tiereby certify that X am Errol K. Wagner, Director 

of Regulatory Services For Kentucky Power Company, a utility fii-kshing retail electric 

service within the Commonwealth of ICentucky, which, on or before the 29th day of 

December 2009, filed an application with the Kentucky Public Service Commission for 

the approval of an adjustment of the electric rates, terms and conditions of Kentucky 

Power Company, a id  that Notice to the Public o f  the issuing of the same is being given in 

all respects as required by 807KARS:OOI, Section lO(3) and (4) and 807ICAR5:011, 

Section 9(2), as €allows: 

On or before the 29th day of December, 2009, the required Notice was posted for 

public iiispection at the FraMort corporate office aid the following Service Center 

buildings in the Coinpaiy’s service territory at the following locations: 

Frankfoi-t Corporate Office, 1 OlA Enterprise Dr., Frankfort, ICY 
Ashland Service Center, 12333 Kevin Avenue, Ashland, ICY 
X-lazard Service Center, 1400 East Main Street, I-Iazard, KY 
Pilceville Service Center, 3249 N. Mayo Traii, Pikeville, MU 
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And that the Notice and Application will be kept open to the public inspection at 

said service centers in conformity with the requirements of 807 KAR S:O01, Section 

That more than twenty (20) customers will be affected by said change by way of 

an increase in their bills, and that on the 16'' day of December 2009, there was delivered 

to newspapers o f  general circulation in the Company's service territory, for publication 

therein once a week for tlxee consecutive weeks beginning on or during the week of 

December 22,2009, a notice of the filing of Kentucky Power Company's Application. A 

copy of [he Notice to Customers is attached hereto. A certificate oE publication of said 

notice will be fimiished to the ICentucky Public Service Colnmission upon completion of 

same pursuant to 807MrBR5:001, Section 10(4)(d). 

hi1 addition, ICentltcIy Power Company will mail a general statement explaining 

the Application in this case to all Kenhrclcy retail customers during the month of January 

2010. 

Given under my hand this 23rd day of December 2009. 

Director of ReguI&ory Services 
Kentucky Power CoInpany 
IO I h Enterprise Drive 
~ ~ a n t t l ~ o d ,  rw 40602 
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Notice to clastomers of Kentucky Power Company 
Proposed CIiaiages t o  its Base Rates 

Please Take Notice &at on December 29, 2009 ICenluclcy Power Company (KPCo) will fiIe with the Kentuclq Public Service Commission (the 
Commission) in Case No. 2009-00459 an Application pursuant to Chapter 278 ofthe Kentucky Revised Statutes for authorization to adjust the rates 
it charges its customers for service rendercd on and after January 23,2010. If approved, KPCo will apply the new rates to all customer bills rendered 
on and after January 29,2010 to recover costs of providing service to its customers on and after that date. 

TERMS AND CONDITIONS 

CALCULATED DEPOSITS 

b. Deposit aniounts paid by commercial and industrial customers shall not exceed a calculated amount based upon actual usage data of tlie 
customer at the same or similar premises for tile most recent 12-month period, if such information is available. If the actual usage data is 
not available, the deposit amount shall be based on the lyrical bills of similar customers and premises in tlie customer class. The deposit 
shail not exceed 2/12 ofthe customer’s actual or estimated annual bill. 

DEPOSITS 

D. Additional or Supolemental Deposit Reauirerneiit 
I f a  deposit liar; been waived or returned and the Cuslomer fails to maintain a salisfactov payment record the Customer may be required 
to pay an additional or supplemental deposit. Exccpt for residential customers, an additionaI or supplemental deposit may be required if 
the Customer’s credit rating hlls to a C level or below as reported by a national credit reporting agency. Factors to be considered when 
evduating if a Customer fdls to maintain a satisfactory payment record include, but are not limited to; integrity of past payments 
(returned checks), account credit activity, age o f  arrearage and fiequency of late payments, Ell1 during the niost recent six month period. 
The Customer will receive a message on the bill informing the Customer tint ifthe account is not current by the specified date listed on 
the bill an additional or supplemental deposit will be charged lo  the account tile next time the account is billed. If a change in usage or 
classification of service Iias occurred, the Customer may be required to pay an additional deposit up to 2/12 of the annual usage. 

In cases where the Company Iias discontinued service as herein provided for, the Company reserves the right to assess a reconnection 
charge pursuant to 807 I W  5:006, Section 8 (3)(b), payable in advance, in accordance with the following schedule. However, those 
Customers quaiifjhig for Winter Hardship Reconnection under 807IcGR 5:006 Section 15 shaf1 be exempt froin the reconnect charges. 

I .  Reconnect for nonpayment during regular hours ....................... ~..$22%- S40.00 
2. Reconnect for nonpayment d i e n  work continues into overtime 

3. Reconnect for nonpayment when a “Call Out” is requhd 
At the end of the day (No “Call Out” required)...”. .................... ..$W X47.00 

(A “Call Our’ is when an employee must be called in to work 
on an overtime basis to make tlie reconnect trip) ......................... ,$-&%% $83.00 

4. Reconiiect for nonpaymeiit when double time is required 
(Sunday and Holiday) ................ ,, ................................. $a 3108.00 

5. Termination or field trip .................................................... .$ 863 $24.00 

The reconnection charge for all Customers wliere service has been disconnected at the request of the customer and the sane customer 
requests that tlie service be reconnected within a period of twelve (12) montlis from the date LIiat service was disconnected shall be 
li; 40 00. Such reconnections shall occur only during regular hours. 

In cases where a customer pays by check, which i s  later returned as unpaid by the bank for any reason, the Customer will be charged a fee of 
$7.00 to cover the handling cos&. 
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METER TEST CHARGE 

Where test of a meter is made upon written request of the Customer pursuant to 807 I m  5:006, Section 18, the Customer will be charged 
$68.00 if such tests shows that the meter was not more than two percent (2%) fast. 

TNUW R.S. 
(Rcsidential Service) 

RATE. (Tariff Codes 015,017,022) 
Service Charge ........................................................................ S - i Q  S8.00 permonti1 
Energy Charge: ......................................................... 74&$10.044$ per KWI-I 

STORAGE WATER HEWTFHPJQ;; kROVI§EQN 

Tariff Code 
012 
013 
014 

(a) For Minimum Capacity of 80 gallons, tlie last 300 ICWH of use in any month sliall be billed at-!! 5.01 Sg per KWIi 
@) For Minimum Capacity of 100 gaIIons, the last 400 KWH of use in any month sliall be billed at%%$ 5 015$ per K W-I 
(c) For Minimum Capacity of 120 gallons or greater, tlie last 500 1CWI-I oruse in any month shall be billed a t  
3&53$5.015# per 1CWI.I. 

LOMI Nk4NAGE~i\lP’%~ATElt-IIEAaK‘G PROW§ION (Tariff Code 01 1) 

For residential customers wlia install a Companyapproved Ioad management wafer-heating system whicli consumes eleckical energy primarily during 
off-peak hours specified by the Company and stores hot water for use during on-peakliours, of minimum capacity of 80 gallons, the last 250 1CW-I of use in any 
month sliall be billed at&%3$ j.UI.Y@ per KWZ-I. 

TAMFF R.S. - L.M. .1 T.B.D. 
(Residential Service Load Management Time-of-Day) 

RATE. (Tariffcodes 028,030, 032,034, 
Service Charge .............................................................................. $5,361- $10.6.5 per month 
Energy Charge: 
All 1CJW-I used during on-peak billing period ............................ M;366$ 16.4366 per KWI-I 
AI1 ICWH used during off-peak billing period .............................. &&%e 5.01.5$ per KWFI 

~ CONSERVATION AND LOAD m i 6 B G E r m r c  CREDIT. 

For the combination of an approved electric thermal storage space heating system and water heater, both of which are designed to consume 
electrical energy only between the hours of9:OOP.M. and 7:OOA.M. for all days ofthe week, each residence will be credited 0.7456 per KWH for 
all energy used during the off-peak billing period, for a total of GO monthly billing periods folIowing the installation and use of these devices in 
such residence. 

SEPARATE METERMG FROVISHON. 

Customers wlio use elcctric thermal storage space heating md water heaters which consume energy only during off-peak Iiours specified by the 
Company, or 0 t h  automatically controlled Ioad management devices such as space and/or water heating equipment that use energy only during 
off-peak hours specified by the Company, shall have the option of having these approved load inanageinent devices separately metered. The 
service charge for the separate meter slid1 be $3.00 per montli. 

T m F F  R.S. - T.O.D. 
(Residewtiail Service Time-af-Dmy) 

RATE. (Tariff Codes 036) 
ServiceCliarge .............................................................................. $846 S IO.Ii5per month 

All ICWH used during on-ped< billing period ............................. 11,3ct6p 16.436c per KWI-I 
All KWH used during off-peak billing period. ........................ 3,853$5.Uf5$ per KWI 

Energy Charge: 
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TAHBFP R.S. - T.O.D.2 
(Experimentd Residential Service Time-of-nay 2) 

(Tariff Code 027) 

Service Charge .................................................................................................................. $ 11.55 per month 
Energy Cliarge: 
AI1 KWEi used during Summer on-peak billing period ................................. 13.0596 per ICiVH 
AI1 ICWH used during Winter on-peak billing period ............................ 1.7.6456 per ICWI 
A11 KWI-X used during off-peak billing period ............................................... 8.770$ per KIVH 

For tlie purpose ofthis tariff, the on-peak and off-peak billing periods shall be defined as follows: 

Months 

Approximate Percent (%) 
OfAnnual Hours 

Winter Period: 
November 1 to March 31 

Summer Period: 
May 15 to Scptember 15 

On-Peak Off-Peak 

16% 84% 

7:OO A.M. to i 1 :00 A.M. 
6:OO P.M. to 1O:OO P.M. 

Noon to 6:OO P.M. 

11:OO AM. to 6:OO P.M. 
1O:OO P.M. to 7:OO A.M. 

6:OO P.M. to Noon 

All Otkcr Ca&darPeriods None Midnight to Midnight 

NOTE: All KWI-I consumed during Saturday and Sunday are billed at the off-peak level. 

Applicable to all residentid customers on tariffs R.S., R.S.-L.M,-T.O.D.,R.S.T.O.D.,R.S.T.O.D.3. Bills computed according to tlie rates 
set forth herein shalf be increased by a I-LEAP charge of‘ 106 per meter per month and sliall be shown on the residential customers’ bill as a 
separate line item. The Home Energy Assistancc Program charge will be applied to all residential electric bills rendered during the billing 
cycles commencing April ZOO6 and continue until otheiwise directed by [he PubIic Service Commission. 

RrhlFE. (Tariff Code 211,212) 
Service Charge ............................................................................... $11.50 per nionth 
Energy Charge: 

AI1 Over 500 KWH per month. ........................................ W $ 8 . 1 7 4  per KWI 
Fist 500 KWH per month.. ........................................................ AHA12436 13.175p per KWI 

RATE. (Tariff Code 225) 
Service Charge .............................................................................. $15.10 per month 

A11 KW-I used during on-peak billing period ............................. -6 16.4736 per K W  
All KIW used during off-peak billing period ............................ %3$ S.OlS$ per KW-X 

Energy Charge: 

MTE. (Tariff Code 204 (Mtrd), 213 ( C J i r ) )  

Customer Charge ................................................................................. $7.50 per month 

First 500 1CWI-i per month .................................................. JAL@€=W 13”3.170$ perKWH 
All O v e r 5 0 0 K ~ ~ p e r m o n t h  ............................................. =4@ 8 . 1 7 4 6 p e r K W  

Energy Charge: 
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%‘AIRIFF S.G.S. .- ‘r.0.D. 
(Experimental Srnnlli General Service Time-of-Day 1 

RATE. (TarifPCode 227) 

Energy Charge: 
Ail KWI-I used during Summer on-peak billing period ..,.”.(. ._.., ___.. .,,.,. I4.202$ per K.M-I 
All KW-I used during Winter on-peak billing period ,, ..,_..l...l.ll...,..,. “,.,.. ..I . ....“ ”.”“”. IdZ.596 per KW 
All KWFI used during off-peakbilling period ). . , .. . I . .  .. . . , l.l 9,258# per KWH 

For the purpose oftliis tariff, the on-peak and off-peak billing periods shall be defined as follows: 

Months 

Approximate Percent (%) 
Of Annuat Hours 

On-Peak Off-Peak 

16% 84% 

Winter Period: 
November 1 to March 3 1 7 :OO A.M. to 11:OO A.M. 11:OO to 6:OO P.M, 

6:OO P.M. to 1O:OO P.M. 2O:OO P.M. to 7:OOA M. 
Summer Period: 

Noon to 6:OO P.M. 6:OO P.M. to Noon May 15 to September IS 

All Other Calendar Periods None Midnight to Midnight 

NOTE: AI1 KWI-I consumed during Saturday and Sunday are billed at the off-peak level. 

This tariff is subject to a rnininiuin monthly charge equal to the service charge. 

T A W F  M.G.S. 
(Medieion General Service) 

Service Vollarre 
Secondarv Primary Subtransmission 

Tariff  Code 215,216,218 217,220 236 

Demand Charge per KW I 4-X SI. 72 s 42842.66 $ 1125 sI~fi3 
Energy Charge: 

Service Charge per Month S 13.50 $2440 $28.50 $4F-I-5-3:00-S 209.00 

KWH equal to 200 times KW of 
monthly billing deinand SM7$ 10.2336 *$! 9.394$ &933 1.’ 8.17156 
KWI-I in excess of 200 times ICW 
o f  nionthly biIling demand u K 5 #  5.778# 624-56 8.402 6 c;;sl9$8.I#7fi 

This tm3k subject to a minimum cliarge equal to the sum ofthe service charge plus the demand charge multiplied by G KW. 

The rnininiuni monthly charge for industrial and coal mining customers contracting for 3-phase service after Octobci” 1,  1959 shall be S M  37.19 
per I<W of monthly billing demand. 
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LOAD MANAGEMENT TIM68P-DAY PROVISION. (Tariff Codes 223) 

TARIFF M.G.S.-T.'.QD.D. 
(Medium General Service Time-of-hy) 

RATE. (TarifTCode 229) 

~ n e r g y  ~ ~ z a r g e :  
All X\W used tluringon-peak billing period ., ,..__ .,,."",,,,"."","..","".",," _,..l.l.... &%8% 15.5376 per I<wH 
All ICWI-I used during off-peakbilling period . .~ ,."." I__".(...._ .l..,..,l_...,.,..l. -&!3%-j%.5.155$ per KW-1 

TmmF L.G.8. 
(Large General Service) 

Service Voltage 
Secondary Primary Subtransmission Transmission 

Tariff Code 240,242 244,246 248 250 
Service Charge per Monlli $85.00 $127.50 $535.50 $535.50 
Demand Charge per K W  $344 $429 $336 $4.15 %%I Sii.06 $ -3r32- $402 

Excess Reactive Charge per KVA $ 9 7  33.60. $ W 53.60 $287 $3.60 $ a'? $3.60 
Energy Charge per 1CWI.I &N9$ 8.109$ %6&$4 6.7508 4-%%4 5.046$ 27!3%-1$!. 4.678$ 

- RATE. (Tariff Code 251) 

ServiceCharge I "".... ~ .._.... _.~.....,.,_,__.l._, ~ ...__. ~ .... ". .. 
Energy Charge: 

_ _  _.._....... _...., ..._ ._.... $81 80 permonth 

All KWl-l used during on-peak billing period ._. ~~l..rl.l.~._l.l.ll-(........lll. ,~."_._...__I. M$! 13.72715 per KW-1 
All ICWH used during off-peak billing period .. ~.,.._,...._,._ ll,,,,,.l.l., .."... -6 5.1456 pcr KW-3 

TARXFF E.G.6. -T.O.D. 
(Large General Service - Time o f b y )  

RATE. 

Secondary 

$8 5.00 
S 8.30 
$3.60 
10.174# 
$.I456 

Tariff Code 256 
Service Charge per Month 
Demand Cliarge per KW 
Excessive Reactive Charge per KVA 
On-Peak Energy Charge per IWI-I 
Off-Peak Energy Charge per KWH 

Service Voltage 
Primary Subtransmission Transmission 
257 258 2.59 

$ 127.50 s 535 50 S ,5335.50 
f 5.04 f 0.31 s 0.20 
S 3.60 $ 3.60 $ 3.60 
8.1986 8.01 O@ 7.9344 
3" 9938 3 9188 3.881$ 

For the purpose of this tariff, tIie on-peak biiling period is defined as 730 A M. ta 9:00 P M., for all rveekdays Monday Uirough Friday. The off-peak billing period 
is defined as 9:OO P M. to 200 A.M. for all weekdays and all liours o f  Saturday and Sunday. 
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Bills computed under the above rate are subject to a monthly minimum charge comprised of Uie sun1 of Uic service c h g e  and Uic minimuni demand cliarge. The 
minimum demand charge is tlic product of Uie demand charge per KW and tlie montlily billing denimd 

MONTHLY IBTLLMG DEikllPND. 

BiIling demand in KW shall lie !&en each month as the highest 15-minute integrated peak in kilowatts as registered during the montli by a 15- 
minute integrating demand meter or indicator, or at the Company's option as the highest registration of a therrnaI type demand meter or indicator. 
The monthly billing demand so established shall in no event be Iess than 60% of the grcater of (a) the customer's contract capacity or (b) the 
customer's highest previously established mantlily billing demand during the p a t  1. I months. 

TARIFF Q.P. 
(Quantity POWW) 

WTE.  
Service Voltare 

Secondary m. Subtransmission 
Tariff Code 356 358 359 
Service Charge per month $27600 $276.00 $662.00 
Demand Charge per KW 

Of n~onthly off-peak excess 
Ofmanlhly on-peak billing demand 2 K3-S $4.29 S K,5-3-$d I5 $4.06 

billing demand 3 W H . 3 9  $%S6.09 5 088 $1.34 
Energy Charge per KWH a$ =G -W.$ 
First 350 IWH per KW of on-peak 
billing demand 8" 220$ 7.3246 .5.700$ 
Over 350 KWH per KW of on-pc& 
billirig demand 3.9498 3.8006 3.7294! 
Reactive Demand Charge for each kilovar of m&yinium 
leading or lagging reactive demand in excess o f  
50 percent of the ICW of monthly metered demand _ . t l  .",. .." ..,_~..I...... I _  .,.__.I l..l..l.."...l. $W/I<VAR S4.76/KVAR 

mvmuw! DEMAND CHARGE. 

The niinirnum demand charge shall be equal to the minimum billing demand times Uie following minimum dcmmd rates: 
Secondary Primarv Subtransmission Transmission 
$19,24/I<W B 15 .5211~~ f10.23KW $8.9211<W 

Transniission 
360 

J 1.353.00 

s w S% 02 

$W!S122 
M-%8 

5.236d 

3.692$ 

The minimum demand shall be die greater of 60% of die contract capacity set forth on the contract for electric service or 60% oftlie highest billing demand, 011- 
peak or off-peak, recorded during the prcvious elcven months. 

TANFF G.1.F'. - T.0.D. 
(Commercial and Pndustriall bower - Time-of-Day) 

Tariff Code 
Service Charge per Month 
Demand Charge per KW 

On-peak 
Off-peak 
Energy Charge per K W I  

Primary Subtransmission Transmission 
370 371 3 72 
$276.110 9; 4 a 4  8794 00 .F; 1,353 00 

$13Tirp $19~41 $4#&3 SI426 W S I L 8 8  
W 8 6.09 $M8- S 1.34 W S l 2 I  
W4$ 3.052$ 3-W& 2.9946 22296 2967# 

Reactive Demand Cliarge for each kilovar o f  maximum 
ieading or lagging reactive demand in excess of 
50 percent of the K W  ofrnon(h1y metered demand ,"" * " . _ "  ll"...,.".."l __, __l,___.l,, .I__ 3-OICru. KVAR SO. 7G/X'VAR 
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TARIFF M.W. 
(Municipal Waterworks) 

- RATE. (Tariff Code 540) 

Service Charge ............................................................................. $22.90 per rnonlh 
Energy Charge: 
Ail KWI-IUsed Per Month ..................................................................... G a g p e r  8.380# perICXT4 

This tariff is subject to EL minimum monthly charge equal to the sum of the service charge PIUS $%& s d f 7  per ICVA as determined f?om 
customer's total connected load. 

TARIFF O.L. 
(Outdoor Lighting) 

MT@. 
A. 

"'Tariff 

094 
I13 
097 
103 
09s 

093" 
095'; 

OVERI-EAD LIFIITWCJ SERVICE 

1 I I-figh Pressure Sodium 
100 watts ( 9,500 Lumens) ..................................... $ W $10.00 per lm~p 
150 watts ( 16,000 Lumens).. .................................... $ W, $If ,30 per lamp 
200 watts (22,000 ~unicns) ....................................... $ 1%- $11100 per lanp 
250 watts (28,000 Lumens) ....................................... 
400 watts (50,000 tumens) ..................................... $ -1&S r622.IS per Imp 

SI4.00 perlun?p 

2. Mercury Vapor 
I75 watts ( 7,000 Lumens) ....................................... $ &&l.El-SJ1.60per lamp 
400 watts (?.0,000 Lumens) ...................................... $13+18 S2000 per lamp 

E. POST-TOP LIGHTING SERVICE 

Tariff 
__ Code 

1. High Pressure Sodium 
111 100 watts (9,500 Lumens) ........................................ $4443 S1'5.G.5 per lamp 
122 
121 
120 
126 

150 Watts (16,000 Lumens) ....................................... $ c;r;ls $2.5.4.5 per lamp 
SZO..PU per lamp 100 Watts Shoe Box ( 9,500 Lumens) ................... 
$24.60 per lamp 
$28.70 per latrip 

250 Watts ShoeBox ( 2B,OOO Lumens)). ............. 
400 Watts Shoe Box ( 50,000 Imiens) )..... ......... 

2. Mercury Vapor 
175 wafts (7,000 Lumens) ............................... $ &96 sl3.25per lamp 099::' 

C. FLOOD LIGHTING SERVICE 

Tariff - Code 

I07 
109 

1. High Pressure Sodium 
200 watts (22,OOOLumens) .................................... $4440- SJ.Y.6.5 per lamp 
400 watts (50,000 Lumens) ................................ $ 1b;BS $21.73 per lamp 
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2. Metal Halide 
110 
11G 
I31 
130 

250 walts (20,500 Lumens) ........................................ $ 442-4 520 35 per h n p  
100 walls (56,000 Lumens) ..................................... E -22223 $26.80 per lanlp 
1000 watts (110,Ooo Lumens) ................................... 9; 4920 3.5935 per lamp 
250 watts Mongoose (19,000 Lutncns) ................... $22 35 per laiiip 

135 400 watts Mongoose (40,000 Lumens) .................... E26 20per ionp 

'~Tliese lamps are not available for new installations. 

When new or additional facilities, other than those specified in Paragraphs A, B, and C, are to bc installed by the Company, tlic crrstomer in 
addition to the monthly charges, shall pay in advance the installation cost (labor atld material) o f  such additional facilities extending from the 
nearest or most suitable pole oftlie Company to the point designated by the customer for the installation of said lamp, except that customer may, 
for the following facilities only, elect, in lieu ofsuch payment oftlte installation cost to Pay: 

Wood pol& .......................................................................................... $ %% 8.3.40 per month 
Overhead wire span not over 150 feet ................................................. Ii; 4432 $1.95 per montfl 
[Jnderground wire lateral not over 50 feet ........................................... $-W 57.1.5 per month 

(Price includes pole riser and connections) 

TARIFF $.E. 
(Street Lighting) 

- RAT'& (Tariff Code 528) 

A. Overhead Service on Existing Distribution Poles 

1. High Pressure Sodium 
100 watts (9,500 lumens) .............................................. $ 34% 57.40 per lamp 
150 watts (16,000 lumens) .................................... $ W 58.55 per fanip 
200 waits (22,000 lumens) .............................................. 3 S 5 -  Slll.6U per imp  
400 wafts (50,000 lumens) .............................................. $ -I&% 5f6~95 per I m p  

B. Service on New Wood Distribution Poles 

1. Iiigh Pressure Sodium 
100 watts ( 9,500 lumens) ............................................... $ %2-3- $10.60 per lmlp 
150 watts (16,000 lumens) ............................................. ..$ -14%- $11.7.7 per Imp 
200 watts (22,000 lumens) ............................................ ..$ -1-I;9Q S13.60 per lm~p 
400 watts (50,000 lumens) ............................................ ..$ -I-6,c3 Sl9.00 per lanp 

C .  Service on New Metal or Concrete Poles 

1. High Pressure Sodium 
100 watts ( 9,500 lumens) .............................................. .$ 15513 S22.45 per lamp 
150 watts (16,000 lumens) ........................................... .$ .&W $23.60 per lamp 
200 watts (22,000 lumens) ............................................. .S -2Q,28 $30.00 per lamp 
400 watts (S0,OOO lnmens) ............................................. .$ 244% S.32.65 per lamp 

Lumen rating is based on manufacturer's rated lumen output for new Imps.  

TARIFF C. A. T. V. 
(Cable Television DoIe Atl-aclament) 

Charge for attachments on a two-user pole .................................................... $7.21 per pole/year 
Charge for attachmerlts on a three-user pole ..................................................... !E 4.47 per pole/yeas 
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TARl3-E COGElV/SRX' W 
(Cogeneration and/or Srnaal Poivsr Production-TOO "KW or Less) 

Monthly Meter ine Charge 
Polvphase Sinde Phase 

Standard Measurement $-G?S $7.10 %&?AS $8 1.5 

T. O.D. Measurement $745 $7.50 W $850 

MQDNTElIiY,CREDI'FS OR PAYMENT$ FOR ENERGY AND CAPACITY DELWVERES. 

The foIlowing credits or ptyrnents liom the Company to the customer shall apply for the electrical energy 
delivered lo the Company: 

Standard Meter - A11 1CWI-T. ........................................................................ %I-$/ 2.9O#/KWH 

T,O.D. Meter 
On-Peak KWJ4 ................................................................................... 3,41$ 3.UG#/KWfI 
OR-Peak K W t I  ................................................................................... 2% 6 2.78pYKrVIf 

Capacitv Credit 

A. M l  $2.75/KW/month, times the lowest of: 

(1) monthly contract capacity, or 

(2) current month metered average capacity, i.e., KWI-I delivered LO lhe Company or produced by COGEN/SPP facilities 
divided by 730, or 

(3) lowest average capacity metered during the previous two months if less than monthly contract capacity. 

1fT.O.D. energy meters are used 

E. $1-,;L3/$6.5~/~~r~/rnonth, times the lowest of: 

(1) on-peak contract capacity, or 

(2) current month on-peak metered average capacity, Le., on-peak KWIi delivered to the Company or produced by 
COGEN/SPP facilities divided by 327, or 

lowest on-peak average capacity metered during h e  previous Lwo months, if less than on-peal contract capacity. ( 3 )  

TAlRIlFF CCPGEN/SPB 11: 
(Cogeneration and/or Small Power Production-Over 100 KW) 

Monthiv Metering Charge 

Standard Measurement 
T.O.D. Measurenient 

_Single Phase Polvphase 

S 635- $7.10 $ W5 S8.15 
$?SS S7,SO S+%5S8.50 
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The following credits or payments from the Company to the custoiner shaIl apply for the electrical energy 
delivered to the Company: 

StandaxdMeter- Ail KW-1 ............................................................................ S I +  2.906KWH 

T.O.D. Meter 
................................................................................... On-Pe& I(WH 31-%$-3.0G@'KWH 

Off-.pe&KVfJ3 .................................................................................. 2.7S$/KWff 
d7apacitv Credit 

A. $ M W /  92.75/KW/month, times the lowest of: 

( 2 )  monthly contract capacity, or 

(2) current month metered aveiage capacity, i.e., delivered I<WI to the Company or produced by COCrEN/SPP facilities divided by 
7.30, or 

( 3 )  lowest average capacity metered during the previous two months if less than montlily contract capacity 

1fT.O.D. energy meters are used, 

B. $4&%4=/ S6.59/KW/moritIi, times the lowest oE: 

(1) on-peak contract capacity, or 

(2) current month on-peak inetered average capacity, i.e., on-peak KWI-I delivered to the 
Company or produced by COGEN/SPP facilities divided by 327, or 

( 3 )  Ioivest on-peak average capacity metered during the previous two months, iEIess Clian on-peak contract capacity. 
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TARIFF S. §. C. 
(System Sales Clause) 

1. Whcn the monthly net revenues from system sales are above tlie monthly base net revenues from system sales, as provided in paragraph 4 
below, an additional credit equal to the product of the KWI-Is and a system sales adjustment factor (A) shall be made, wbere “K’, 
calculared to tlie nearest 0.0001 mill per kilowatt-hour, is defined as set forth below. 

System Sales Adjustment Factor (A) = Lesser of (5 [Tm - TbJ)/Sni and (,5 [Cm - Cb])/Sm 

In the above formulas “T’ is Kentucky Power Company’s (KPCo) monthly net revenues kom system sales in the current (m) and base 
(b) pcriods, “ C Y  is Kentucky Poiver Company’s (KPCo) cuniulative ne1 revcniies from system sales in the current (m) and base (b) 
periods, and “S” is the IWI3 salcs in the current (m) period, all defined below. 

2. When the monthly net revenues from systcm sales are below the monthly base net revenues from system sales, as provided in paragraph 4 
below, an additional charge cqual to the product of the KWHs and a system sales adjustment factor (A) shall be made, where “A”, 
calculated LO the nearest 0,0001 mill per kilowatt-hour, is defined as set forth below. 

System Sales Adjustment Factor (A) = Lesser of ( 5 [Tb - Tm])/Sni and @mp)/Sm 

In the above forn~ulw “T’ is l[<entucky Power Company’s (IsLpCo) monthly net revenues froni system sales in the current (m) and base 
(b) periods, “R.” is the cumulative net credits and charges for months (mp) of the current annual period prior ta the currcnt (m) period, 
and “S’ is the KWI? sales in the current (m) period, all defined below. 

Charges under paragraph 2 may only offsct ciedits provided under paragraph 1 in previous months during the annual period which 
includes tfie expense months of May 1 lo  Apj l  30. In no event shall the charges assessed under this paragraph 2 be greater than the 
credits provided under paragiaph I for any annual period which includes the expense months of May 1 to April 30. 

4. The base monthly net revenues from system sales are as follows: 

Expense 
--I__ Month 

May 

July 
June 

August 
September 
October 
November 
December 
January 
February 
March 
April 

Moritlily Cumulative Annual 
Base Net Revenues from 

lTotal Conmany Basis) 

Base Net Revenues from 

/Total Companv Basis) 
System Sales System Sales 

$ 615,234 
2,136,m 
1,850,577 
1,73 9,665 
1,538,455 
1,568,121 

528,886 
335,167 

1,530,489 
1,371,521 
1,307,472 

767.124. 
ri; J -52ax i3 -  

S 616,234- 

4,603,463 
5,343,128 
7,881,583 

9,978,590 
10,313,757 
11,844,246 
13,215,767 
14,523,239 
15,290,363 

2,752,886 

9,449,704 
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RHDER E. c. 9. - c & E. 
(Emergency Curfailable Service. Capacity & Energy Rider) 

CUSTOMER CrnRGE. 

Customers taking service under this Rider shall pay a monthly customer charge o f  I610.00 per account to offset the cost ofthe customer-related 
expenses for additional load determination and billing expenses. Ka  change in metering equipment or functionality is required, enstamers taking 
service under this Rider shall pay the additional cost of installation. The Company will  make available to the customer the real time pulse 
metering data, irrequested by llie customer, for an additional fee. 

TARIFF N.U.G. 
(Non-Utility Generator) 

Monthly Transmission and Distribution Rates 

Service Voltage 

- Sobtransiiission TI ansmission 
Tariff Code 392 - 3 93 

Reservation Charge per IcW $4.74 $23" $3.00 

Reactive DemCand Charge for each kiIoVAR of maximum 
Leading or Lagging Reactive Demand in Excess o f  
50% of the kW of monthly metered demand." .$ W $ 0 .  7G per kVAR 

As specified in the Interconnection Application, the customer must pay a non-refundable application fee of$SO. This fee incIudes 
the cost of inspection of the customer's electric generating facility if the Company deems such inspection necessaiy. 

TARIFF C.C. 
(Capacity Charge) 

U T E .  

Energy Cliarge per KWH per month 

Service Tarig 
AI1 Other C.1.P.-T.0.D; 

$WQQWS 0.000970 $iX!Q~$0.000667 



SECTION I1 
Application Exhibit-A 
Page 35 of 367 

3. Base Period Revenue Requirement, BRR 

BRR = The Following Monthly Amounts: 

Billing Month 

JANUARY 
FEBRUARY 
MARCH 
APRIL 
MAY 
nlNE 
WJdY 
AUGUST 
SEPTEIVD~EIR 
OCTOBER 
N O V E m E R  
DECEMBER 

Base Net 
Environmental Cosls 

9;2$S&%3 S3,991,1G3 
3@3@%- $3,590,810 
2+345$66. S 3,1551.374 

4+@59 $3,922,590 
-I$?&+% S 3,62 7.2 74 
2&-&242 S 3,805,325 
&342+3&3 S 4,088,830 
2$!!305 S 3,740,010 

&5!%+22 S 2,786,040 

w+iii s 3,647,040 

2&?&jK% S 3,260,302 

- k K ? - W  S 4.074.321 

i%zS&&&UAA, 1m 

TARIIPP RTB 
(Experimental Real-Time Pricing Tarifb) 

RATE. 

1, Capacity Charge. 

The Capacity Charge, stated in $kW, will be determincd from the auction price set in the Reliability Pricing Model (RPM) auction held by 
PJM for each PJM planning year. The auction price will be adjusted by the class average diversity factor (DF) derived from billing demands 
for the preceding year and the 5 highest coincident peaks established for the class at the time of Uie 5 higliest P.M hourly values. The price 
will be further adjusted for demand losses (DL) and a factor to reflect the PJM-required reserve margin (RM). 

Capacity Charge = RPM x Z)F x DL x RM 

Where: 
RPM =Results ofthe annuat RPM auction pricc applicable to the U P  load zone = 
DF = Diversity Factor 

$5.3011 IcW-montIi 

C.I.P. -T.O.D. =W $0.72 
Q.P- = W IO. 72 

DL = Demand Loss Factor 
RM = Reserve Margin = RPM clearing price Ieserve margin =-Id75 31.165 

3. Transmission Charge. 

The Transmission Charge, stated in $KW, will be determined from the Network Integratior~ Transmission Service (NITS) rate for the AEP 
East Zone. The NlTS rate will be adjusted by the class average diversity factor (DF) derived &om billing demands for the preceding year 
and the coincident: peak established for the class at  the time ofthe highest AEP East Zone hourly value. The price will be fkrther adjusted 
for demand losses (DL). 

Transmission Cliage =NITS x DF x DL 
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Where: 
NITS .= NITS Rate for the REP East Zone = $GW4 I ICW 2 I I I6/pCW 
DF = Diversity Factor 

C.1.P.-T.O.D. =W 0.66 
Q-P. = W 0.63 

DL =Demand Loss Factor 

4. Other Market Services Charge. 

Tlie Other Market Serviccs Charge, stated in .$/KWH is developed using all other P3M related market cos& allocated to IGntucly Power 
Company from PJM not captured elsewhere. rt is applied to all usage in excess of the cus[orner-designated level for each billing period. 

Secondary = S Q & W G  I 0.002499 KVH 
Primary = $9- /0.002404 I W X  
Subtransmission = $-I 0.002359 I C K W  
Transmission = $6;9e1;7es / 0.002337KWIf 

5. Distribution Cliarge. 

The Distribution Charge, stated in $/ICW, is equivalent to the distribution portion of the current rates included in Tariff Q.P. arid Tariff 
C.I.P. -T.O.D. 

Secondary = $446 I S7.97/‘W 
Primary = $244 / 84.72KW 

6.. Program Charge. 

The Program Charge is SIN per nionth for billing, administration and communicalions required to implement and administer &e 
Experimental Real-Time Pricing TaX. 

TMNSFOMER AND LWE LOSSES. 

Demand losses will be applied to tile Capacity and Transmission Charges using the folIowing factors: 

Secondary =44%%L-1.10221 
Primary = L069-W. 06570 
Subtransmission = 44kWX 1.04278 
Transmission = 1,6-38561.03211 

Energy losses wiII be applied to the Energy Charge using the following factors: 

Secondary = &€%9%-1.06938 
Primary =-1.;83341- 1.02972 
Subtransmission =443-%7 1.00954 
Transmission = 1-&3!&1.00577 

-- RATE. 

In addition to the monthly charges detcrmined according to the Compariy’s tariff under which the cusiomer talces metered service, tlie customer slid1 also 
pay the folLowing rate for each k e d  bloclc under conkact regadless of the customer’s actual e n e r a  consumption during that month. The cliargc will be 
applied to the customer’s bill as a separate line item. 

The Company will provide customers at least 30-days’ advance notice o f  any change in Uie Rate. At such time, the customer may modify or cancel their 
automatic monthly purchase agreement. Any cancellation wilI be eEective at tlie end ofthe current billing period when noticc is provided. 

Charge ($ per I00 block): $2.00/mantIi 



SECTION It 
Application Exiiibit-A 
Page 37 of 367 

RIDER A.P.S. 
(Allternate Peed Service Rider) 

TMNSFER BW~T'CH IPRQVISIOEBN~ 

In the event ihe customer receives basic service at primary voltage, the customer shall install, own, maintain, test, inspect, operate and replace the 
transfer switch. Customer-owned switches are iequired to be at primary voltage and must meet the Company's enginecring, operational and 
maintenance specifications. The Colnpany reserves the right to inspect the customer-owned switches periodically and to disconnect the AFS for 
adverse impacts on reliability or safety. 

Existing AE'S customeis, wvlio receive basic sei-vice at primary voltage and are served via a Company-owned transfer switch and control module, may 
elect for the Company to continue ownership of the transfer switch, When the Company-owned transfer switch andor control module requires 
replacement, and the customer desires to continue the AFS, the customer sliall pay tlie Company the total cost to replace such equipment which shall 
be grossed up for federal and state taxes, assessment fees and gross receipts taxes. I11 addition, the customer shall pay a monthly rate o i  t13.57 for 
the Company to annually test tlie lransfer switch / control nioduIe and the cristomer shall reimburse the Company for the actual costs involved in 
inaintaining the Company-awned transfer switch and control module. 

&%ONTP&Y AF5 CAPACKTY RESERVATlCIN ~~~~ C W G E .  

Monthly AFS charges will be in addition to all monthly basic service charges paid by the customer under the applicable tariff. 

The Monthly A F S  Capacity Rcservation Demand Charge for tlie reservation of distribution station and primary lines is $4.72 per kW, 

U.G.R.T. 
(Utili@ Gross Receipts Tax) 

(School Tax) 
-- RATE. 

This tariff schedule is applied as a rate increase pursuant to KRS 160.G17 to all other tariff schedules for tlie recovery by the utility oftlie utility gross 
rcceipts license tax imposed by the applicable scliool district pursuant to KRS 160.613 with respect to the customer's bill. The current utility gross 
receipts license tax for school imposed by a scliaol district may nat exceed 3%. Tile utility gross teceipts license tax shall appear on the customer's 
bill as a separate line item. 

K.S.T. 
(Kentacky Sales Tax) 

RATE. 

This tariff schcduk is applied as a rate increase to aLl other applicdde tariff scliedules for the recovery by the utility pursuant to I a S  139.210 ofthe 
ICentuclcy SaIes Tax imposed by IUZS 139.200 for all customers not exempted by ICRS 139.470(8). For any other exempt customers, an exeniption 
certification must be received and on IiIe witfi the Company. The Kentucky Sales Tm rate is currently imposed by the Commonwealth of Kentucky 
at the rate of6%. The Kentucky Sales Tax shall appear on the customer's bill as a separate line item. 

Tariff T.A 
( Transniission Adjustment) 

RATE. 

The Transmission Ad,justinent shall provide for annual adjustments to rates based on a rate which is a percent of revenues, excluding revenues under 
the Environinental Surcharge, as follows: 

Transmission Balancing 
Adjustment Adjustment 

Factor (T.A.FJ Factor (B.A.F.1 

Factor: % of Total Bill -1.12942% 0% 
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Propased I Average I Average I Proposed 1 Average I Average 

The amount of the change requested in both dollar amounts and percentages chsaaage for each customer classificafion are as 
foolilovvs: 

$2,867.43 
$6 1,43 5.6 I 

$651,180.83 
$15.13 

- $1,83239 

The effects upon the average biIB for eaest customer class LLQ evlsicfa the proposed rate change wi6B appIy are as Pbilbws: 

-- 
$439.52 18.10% $2,835.04 $407.13 16.77% 

-$8,776.50 16.67% $60,741.76 $8,082.65 15.3 5% 
$75,550.25 -- 13.12% $643,826.33 $68,195-75 11.85% 

$3.83 33.90% $15.13 $3.83 33.90% 
$314.9_1_ 20.74% $1,832.99 $3 14.91 20,74%_ 

MW 
QP 
- 
C.1.P.-T.O.D. 

Average 
Tariff Customer 
Class 

32,589 
859,815 

10,724,306 

1,427 

MGS 6,247 
LGS 73,192 

$55,084.00 $0.00 0% $55,084.00 $0.00 1 Attachments 
CATV 3 User I 83,364 

$372,G37.00 $0.00 
NIA NIA 
NIA. NIA 

Attachments 0% 0% $372,G37.OC $0.00 __ - 
NIA NIA NIA N/A 

NIA NIA NIA 
-I__ 

N/A . - 

Average 
Custanier 
Demand 
K W  

26 
224 
- 

2,096 
20,770 -- 

Present 
Average 
Billing 

$1 14.57 
$53.60 -- 

$557.43 
$5,650.90 
$2,427.9 1 
$52,659.11 

$575,630.5E 
$11.30 

$1,518.08 

$55,084.0( 

$372,637.0( 
N/A 
NIA 

Average 1 Avcragc 1 Billing 1 Percent I Billing 1 Percent I 
BilIjiig Change Chmge Revenue Change Change 

-- 

Tile Company is not proposing to modify other rates and cliarges riot included in this Notice. 'The rates contained in tliis notice are the rates proposed 
by ICentucky Power Company. However, the Public Service Commission may order rates to be charged that differ from these proposed rates. Such 
action may result in rates Cor consumers other tllarl the rates in this Notice. 
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Any corporation, association, body politic or peison may by motion within thirty (30) days after publication or mailing of notice of the proposed rate 
changes request leave to intervene in Case No. 2009-00459. The motion shall be submitted to the Public Service Commission, 21 I Sower Boulevard, 
P. 0. Box 615, Franldort Kentucky 40602-0615, and shall set forth the grounds €or the request including the sfatus and interest of !he party. 
Intervention may be granted beyond the thirty (30) day period for good cause. The Public Service Commission’s phone number is 502-564-3940 

Intervenors may obtain copies OF tlle Application, testiniony and my other filings by contacting ICentucIcy Power Company at 101 A Enterprise 
Drive, P. 0. Box 5190, Frankfort Kentucky 40602-5190, attention Errol K.  Wagner or calling 502-696-7010. A copy ofthe Application, testimony 
and any other filings is available for public inspection at KPCo’s buildings located at l 0 I A  Enterprise Drive, Franlrfort, KY 40601 with a phone 
number of 502-696-7010 or at I2333 Kevin Avenue, Ashlaid, ICY 41 102 with a phone number of 606-929-1463 or 1400 E. Main St. Hazard, K Y  
41701 with a phone number of 606.436-1330 or 3249 North Mayo Trail Pikeville, KY 41501 with a phone number of 606-437-3824 or at the Public 
Semice Cornmission at the address and phone number stated above. 
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Bn the Matter o t  

Sedim 'i O(2) of its intent to fiPe its application seeking a general adj~rstrnent of its 

existing electric rc&s and charges. 

Kenfucky Power anticipates filing its application at least four weeks after the filing 

aF its notice of intent. The application will be supporied by a hisiorica! test period. 

A copy ofthis notice is being served on the Attorney Generai, Uf i i~c  of Rate 



! 
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1rs the Matter of: 

THE APf’L$CAPIObV FOR GENEWL 1 
ADJUSTMENT OF ELECTRIC FPAT’ES ) CASE NO.2009- 
OF KENTUCKY POWER COLVIPANY 

.d 

T 

Kenhcly Power Company notifies the Comrnissian pursuant to 807 KAR 5:0131, 

Sectiopl ‘fO(2) of its intent to file its application seeking a general adjustment of its 

existing electric ii-a‘tes and charges. 

Kentucky Power anticipates filing its applicats’on on or after December 23, 2009. 

A copy of ’chis notice is being served on the AHorney General, OMice of Rate 

F ntewvenfion, and co u nse I Kentucky Industrial Utility Customers, Inc. 
/- Regped$$ly subykced, 

Industrial Utility Customers, Inc. 

Mark R. Overstreet 
R. Benjamin Critkmden 
S’TI’TES Lfr HARBISON P&.E,C 
421 West Main Street 
P. 0. Box 634 
FrankforE, &(enlucky 40602-0634 

COUNSEL FOR MENTUCW POWER 
COMPANY 

--_. 
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I hereby eeriiv that a espy of the fooregaing Notice of Intent was st;eved by first 
ctass mail, postage prepaid, upon the f ~ l k ~ ~ i i - ~ g  parties ofre!cord, this  24'h day of 
November, 2808. 
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Response: 
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Response DO& required. 
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JKen&clry PowelP company 
Case No. 2009-00459 

Historical Test Period Emdiinng September 30,2009 
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XCemtUdcy Power company 
case No. 2009-00459 

Historicall Test Period Easdiinizg September 30,2009 
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I - 
RS 1,427 $1 14.57 $154.62 $40.05 34.95% $152.87 $38.30 33.43% 
SGS 508 --I_ $53 .(io $65.59 $11.99 22,37% $64.85 $I  1.25 20.99% 
MGS 6,247 26 $557.43 $675.06 $117.63 21.10% $667.44 $110.01 19.73% 

224 $5,650.90 $6,355.95 1 $1,205.05 21.32% $6,778.52 $1,127.62 19.95% LOS 
MW 32,589 - $2,427.91 $2,867.43 $439.52 18.10% $2,835.04 $407.13 16.77% 

. QP 859,815 2,096 $52,659.11 $61,435.61 $3,776.50 16=%&?6%- T x  
OL 75 $11.30 $15.13 $3.83 33.90% $15.13 $3.83 33.90% 
SL 1 1,406 $1,518.08 $1,332.99 $314.91 20.74% $1,832.99 $314.91 20.74% 
CATV 2 7,640 

0% User Attachments 855,084.0C $55,084.00 $0.00 0% $55,084.00 $0.00 

. --- 73,192 -_-- 

C.1.P.-T.O.D. 10,724,306 20,7_70 $575,630.50 $651,180.83 $75,550.25 13.12% $643,826.33 $68,195.75 11.85% 

_______p_I------- 

CATV 3 83,364 
$372,637.0C User Attachments -.--_ 

COGENI No Customers NIA 
SPP I 
COGEN/ Yo Customers N l h  
SPP I1 -- 

$372,637.00 $0.00 0% $372,637.0( $ 0 . 0 0  __ 0% 
NIA N/A NIA N/A N/A NIA 

Nlh NIA N/A NIA NIA NIA 
I_-- 
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customer cnnss. 

' 
Customer 1 Current 

Classification 1 Revenue 
I 

$372$37 $0.00 0% $372,637 $0.00 

NIA N/A N/A N/A N/A 

N I A  NIA NJA NlA N/A 

.- 
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Please see Volame: 2, Section V, Bchedalle 1, Allso, please see VQIUIEE 4, testimomy of 
witness Errol K* waglmer. 
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Line 
No. 

1 

2 
3 
4. 
5 
6 
7 
8 
9 

I O  
Il 

4 2 
13 
I 4  
15 
16 
A5 
.le; 
17 

18 

19 

20 

'IC 
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F i I ing Weq w i reme nt 
807KAR5:001 , Section I Q  (6)(i) 

Page 2 of 2 

Descriptiora 

Total KPSC Jurisdiction Rate Base 
(Section V, Schedule 1, line 15) 

Cash 
Accounts Receivable Net 
Other Property and investments 
Allowance Inventory 
Accrued Utility Reveetues 
Energy Trading Contracts 
Other Current Assets 
Unamortized Loss Reacquired Debt 
Property Taxes 
Other Deferred Debits 

Accounts Payable 
Taxes Accrued 
I n te rest Accrued 
Obligations Under Capital Leases 
Accumulated Provisions - Misc. 
Other Current and Accrued Liabilities 
Regulatory Liabilities 
Other Deferred Credits 

KPSC Jurisdiction Cash Working Capital 
(Section V, Schedule 4, line 21) 

Difference * 

Total KPSC Jurisdiction Capitalization 
(Section 'VI Schedule j ,  line 17) 

$ 582,297 
56,251 ,58'8 

5,622,280 
937,677 

13,966,794 
47,687,397 
8,192,065 

779,525 
2 ,2723 1 

221,566,260 

(0-4,8 57 , 3 88) 
(6,696,535) 
(6 , 5 83,909> 
('i,998,903) 

(54,438,282) 
(1 4-, 523,167) 
(20,674,807) 

('I 31,063,488) 47,021,648 
P ,  

(76,028,2'i 5)  

!$ 994,690,811 

Lines 2 through 17 are 'h'otal Company amounts. Lines '1 and 20 are G<PSC 
j u r is d ict ion am Q u nix. 
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Chart of Accounts 
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7 Account I 
Accotiiist 1 Description 

r--- 
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Chart of Accounts 

1430080 
1430081 
1430082 __ Acct Rec Gas - AEP Sys Pool 
1430083 Darnage Recovery Offset Demand 
1430085 Gas Accruals GDA Transactions 
1430086 

Jointly Owned Unit O&M Billing 
Damage Recovery - Third Par@ 

AR Accrual NYMEX OTC Penults 

__ 1430095 - MISO AR Accrual 
~- 1430123 Accounts Receivable - L.T- 
1440007 Uncoll Accts-Elect Receivables 
1440002 Uncoll Accts-Other Receivables 
1440003 Uncoll Accts-Power Trading 
1440102 Uncoll Accts-Other Rec-LT 
1450000 Corp Borrow Prg (NR-Assoc) 
'l45000'l Non Corp Borrow Prg NR-Assoc 
1450008 NUC Fuel Leaseback AR-Current 
-- 1450009 Nuc Fuel Leaseback AR-NonCur 
1460001 AIR Assoc Co - Interunit GIL 
1460002 AIR Assoc Co - Allowances 
1460004 AIR Assoc Co - CM Bills 
1460006 IA/R Assoc Co_ - Intercompany 
Idfifl007 t AIR Assoc Co - OAR Svstem 

_I____. 

... . . .. . .~ 

1460008 -s-- -- 
1460009 
1460131 1 

AIR Assoc Co - Interunit A/P 
A/R Assoc Co - Multi Prnts-- 

1460012 

- 1460015 
'l460Ol9 NR-Assoc Co-AEPSC-Ai%n'i 
1460022 Factored A/R ~ Billed 

1460024, 

AIRAssoc Co - Transmissn Agmt 

AIR Assc Co-Pending Direct Pay 
1460014 AIR-Assoc-LJnvouchered - _- 

1460023 Factored A/R IUnbilled _I_ 

N R  Assoc Co - System Sales 
IA6fln75 Fled - M4 - A/R 

1460037 jNR Assoc-Global Borrowing Int I 14ROfl40 1 A/R Assc Co-On Bel . . -. .- 

1460045 I N K  Assc Co-Realization Sbarnrl 
1460049 
1460051 
1460052 
1460053 AR Assoc Co-Joint Ventures-AEP 
1460054 I JV-Acct Rec.-Assoc-NonAffil I 

AIR Assoc Co - Dividends Recv 
AR TCC _-- Securitization Revenue 
AR Working Cap Advances - IC 

--__I_ 

... . 

1469999 
151 0001 

AIR Assoc Co - HPL - Other 
Fuel Stock - Coal 



Chart of Accounts 

- 
ACCO u nt 

1510002 
151 0003 
1510004 
151 0007 
'1510009 
~l510011 
151 001 5 
1510016 
1510017 
1510018 
1510019 
1510020 
151 0022 
1520000 

1540001 
1540003 
1540004 
1540005 
1540006 
1540010 
1540012 
154.0013 

__I_____ 

-- 

-_____ 4530000 

-__ 
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-- 
Account 

Description 

Fuel Stock - Oil ___ 
Fuel Stock - Gas 
Coal In Transit - Terminal 
Fuel Stock - Coal Mine Fines 
Coal In Transit - Barge 

Coal Inv on Hand exclude Trans 
Coal tnv on Hand Transp 
Lignite Inv on Hand Inc Transp 
Coal Survey Adjustment 
Fuel Stock Coal - Prepays 
Fuel Stock Coal Intransit 
Fuel Stock - Sawdust 
Fuel Stock Exp Undistributed 

M & S  - Regular 
Material in Transit 
M&S Exempt Material 
Material Away for Repairs 
M&S - Lime and Limestone 
Material Sold In Transit-Affil 
Materials & Supplies - Urea 

/Transportation Inventory 

__- Other Operating Materials -~ 

Residuals - 
-___ 

- 

f540015 -__ 
1540016 
1540017 
1540018 
1540019 
1540020 
1540021 
1540022 
1540023 
1540024 
1540025 
1560000 
1581 000 
1581001 - ~ -  

lndus - Direct Charge Non Cat 

M8S Inventory ~ _ _ _ _ _  - Consignment 
MBS Inventory Lease Equip -_- ______ 

Materials 3' Supplies - Trona 

-__. 

MMS - Truck Stock 

M&S Validation Error Correctns 

Rn &S (154) -Trona In Transit 
MBrS-Lirne & Limestone -_I Intransit 
M & S  Inv - Urea In-Transit 
M&S-Proj Spares-Pending CAT ID 
Matls Supply-Activated Carbon 
Other Materials L: Supplies 
SO2 Allowance Inventory 
NOx Allowance Inventory 

-__ 

1581004 
1581005 
1581006 
1581007 
1630000 
1630001 
1630004. 
1630005 
1630006 
630007 
630008 
630009 
630010 

NO)( Allowance Inventory .. Curr 
C02 Allowance Inventory - Curr - 
An. NOx Comp Inv - Curr 
An. NOx Cotnp Inv - Non Curr 
Stores Expense Undistributed 
Strs Exp-Canton Centrl Wrhse 
Strs -- Exp-T&D Satellite Storerm 
Stores Exp ~ Rockport Plant 
Stores Exp - Amos Plant 
- Stores Exp - Clinch River Plan 
Stores Exp - Glen Lyn Plant 
Stores Exp - Kanawha River Plt 
Stores Exp - Mountaineer Plt .- 
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Chart of Accourlts 



Chart of Accounts 
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Chart of Accounts 



Chart of Accounts 
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Chart ol' Accounts 
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Chart of Accounts 

--- 
ACCOkNIk 

ACCQLlnt Description 
- 

1860094 
1860097 Decommisioning Work in Process 

'1 8601 03 
1860104 P/R Ded - Parking Rent 

1860107 -1DSM OVERIUNDERRECQVERY 
18601 08 I RER OVERlUNDERRECOVERY 
1860109 

Labor Accruals - Bal Sheet 

1866098 AEPSC Labor Accruals-O&M - 

18601 05 STP Misc. Deferred Debit _______ 

P/R Ded - Merchandise Loans 

D E F E R m  ABD MAJOR CONST PROJ 
-- 18601 10 AEP Branding _____ 
18601 11 Black Lung Reimbursement - 
1860114 ABD Major Construction Work 
18601 18 MDD - Advance Coal Payments 
1860120 CCPC Coal Washing Costs 
2860125 SSA Over Under Applied BL 
1860126 SSA Over Under Applied HR 
t860127 SSA Over Under Applied IT 
1860130 SSA Over UnderTplied OC 
1860131 Reclamation Reserve .. Affil 
1860732 Gavin JMG LT Prepaid Exp 
18601 33 Defd Cook Coal Term Lease Exp 
1860135 Def Exp Selling Price Variance 
18601 36 NonTradition Option Premiums 
1860138 MDD-Railcar Lease Exp 
1860139 VA Sales/Use Tax Surcharge 

1860148 New Service Territory 
1860149 
18601 50 

1860146 Transition Services HPUETP -~ 
- - I _ _ _ ~  

Ceredo Plt W Bus&Occup Tax Cr 
Deferred Rate Case Expense 

Unarnoriiaed Credit Line Fees 
2860154. Affl Deferred TranfIPP) Credit 

1860?56 Sabine Mine Rusk Preparation 
1860157 
1860'1 58 

Transmission JV DeGred Costs - - ~  

-__I__ 18601 55 Defd Depr&Capcty poriion-Affil - 

PSI and ICP Labor accruals 
I Deferred Vessel Contract Pyrnts 

1860164 Deferred Valence - Current 
1860165 SCR Catalyst Modules 
1860166 
1860167 
1860168 AEPSC Accrued Labor-Bal Sheet 
1860169 LT Coal I\lote Receivable 
I8601 70 

-_I- 

Def Lease Assets - Non Taxable- 
Def Lease Assets - Taxable 

-___ 

Reserve - LT Coal Note Recvble 
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136000309 Local Income Tax 
236000310 Local lncarne Tax 
2360004 - FICA 
1360005 Federal Unemployment Tax 
1360006 State Unemployment Tax 

. -. 

_____- 
236000700 State Sales and Use Taxes 
236000705 State Sales and Use Taxes 
236000706 State Sales and Use Taxes 
236000707 State Sales and Use Taxes 
236000708 /State Sales and Use Taxes 
236000709 I State Sales and Use Taxes 
23600071 0 I Slate Sales and Use Taxes 
236000800 I Real & Personal Property Taxes 
236000804 I Real 8, Personai Properly Taxes 

236000803 Real €4 Personal Properly Taxes 
236000804 Real €4 Personal P r G i t y  Taxes 

236000806 Real 8, Personal Property Taxes 
236000807 Real &,Personales 

236000802 Real 8, Personal Property Taxes 

236000805 Real & Personal Property Taxes 

- 

_- 
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---. 
A\,C60kd99f 

_ _ ~ _ .  
AGCQU~%~ QsGPipeisoa 

__ 
2430002 Oblig Cap Lease - Curr - Affd 
2430003 Accrued Cur Lease Oblig 
2430004 IOhlig Cap Lease-Cur-OKUPPA 
2430006 /Cap Lease Oblig ST-Nucl FueT 
2440001 Curr. Unreal Losses - NonAM 
m L . T  Unreal Losses - Non Affil 
2440003 Curr. Unreal Losses - Affil 
2440004 LT Unreal Losses - Affil 
244.0006 Long-Term Credit Reserve 
2440007 Curr. Liab. - Deferred Futures 
2440009 S/T Option Premium Receipts 
2.440010 LfT Option Premium Receipts 
2440021 __ STT LiaGity MTM Collateral- 
~_ 2440022 LJT Liability MTM Collateral - - 

.- 

2450001 Curr. Unreal tosses - Hedge - --. 
2450002- LT Unreal Losses .- Hedge 
.2450010 S?f Liability-Commodily Hedges 
245001 1 UT Liability-Commodity Hedges 
2450015 Deriv-kldg-Unreal 1s-CF-lnl-LiT 
2450016 Unreal Ls-LT FX Hdg 
245001 7 Deriv-Hdg -4.J nreal Ls--FV-I nt,--LlT 
24505 1 5 - Deriv- Wdg-el nreal Ls-CF-I nt-Cu r 

2450517 - Deriv-Hdg-Unreal Ls-FV-lnt-Cur 
2450516 Unreal Ls-ST FX Hdf I_ 

- 2520000 Customer Adv for Construction - 
_II 2530000 (Other Deferred Credits -- 
2530001 Deferred Revenues 
2530004 Allowances 
2530005 

2530008 Properly Held In Trust 
2530012 Unclaim Chks  - Ret to Gen Fd 
2530016 Security Deposit 
25300%- 1 Rents Billed In Advance 
2530021 - Unidentified Cash Receipts 
2530022 Customer Advance Receipts 
2530032 - Adv Mineral Royal-Ashland Coal 
2530038 Discount On L.oan 
2530044 Neigh Help Neig-Cust Donations 
- 2530045 
2530050 Deferred Rev -Pole Atiachmenfs 
2530051 Karnmer Barge Unioader-Interest 
2530052 Options Granted __ 
2530059 - Minority Interest 
2530060 Deferred Revenues-Affiliated 
2530061 Deferred Rev-New Philadelphia 
2530062 Gain on Sale/Leaseback Bldgs 
2530064 Deferred Royalties 
2530067 IPP - System Upgrade Credits 

2530074 ICCD Post R%Ben.-DPi3,L O&M 
2530078 
2530079 

E G a i n  - Sale of Rockport 112 
2530007 Energy Sewices Contingencies __ 

Other Post Retirement Benefits 

2530073 ICCD Post Ret Ben-CGltE OlbM I__ 

IAEQ CREDIT DeF Rev - N R  Sales 
ICCD - Def Pension OM - Cinergy 
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- 
~~ 

4470074 Sale for Resale-Aff-Trnf Price 
4470079 
4470080 

4470082 Financial Electric: Rea?ized 
4470089 PJM Energy Sales Margin 
4470090 PJM Spot Energy Purchases - 
4470091 PJM Explicit Congestion OSS 
4470092 PJM Implicit Congestion-OSS 
- 4470093 PJM implicit Congeslion-LSE 
4470098 PJM Oper.Reserve Rev-OSS 
4470099 Capacity Cr. Net Sales 
4470100 - I PJM FTRKevenue-OSS 
44-70101 PJM FTR Revenue-LSE 
44701 03 PJM Energy Sales Cost 
4470106 PJM PQPt TransPurch-NonAff. 
4470107 PJM NITS Purch-NonAff. 
4470109 PJM FTR Revenue-Spec 

44701 12 
44701 15 PJM Meter Corrections-OSS 

44701 17 Reaiim. Sharing447 Optim 
4470120 Sales for Resate-Non-Fuel-Aff 
4470121 Sales for Resale-Fuel-Affil 
4470124. PJM Incremental Spot-OSS 
4470'125 PJM Incremental Exp Cong-OSS 
4470126 PJM Incremental Imp Cong-OSS 
4470127 Sales for Res-AWI Pool Cap. 
---- 4470128 Sales for Res-Aff. Pool Energy 
4470131 Non ECR Purchased Power OSS- 
4470133 Sls for Rsle-FLlel.-ERCOT-NonDed 
44701 34 Sales resale-capacity Nonded __ 
4470135 SPP Load Imbalance Ded-Sates 
44701 36 SPP Rev Neutrality Ded-Sates 

MltE Base Muni Co-op Fuel Rev 
Mkt Base Muni Co-op Base Rev 

4470081 Financial Spark Gas - Realized - 

~ 

44701 I O  PJM TO Admin. Exp.,-NonAff. --- 

44701 16 PJM Meter Corrections-LSE __- 

Non-ECR .____ Phys. Sales-OSS 

I___ ___-______ 

~ _ _ _ ~  
________ 
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4470139 
4470140 
447014'1 
4470142 
4470243 
4470144- 
4470146- 
44.70147 
4470148 

SPP Resource lmb Non-Ded-Sales 
Ohio TCR Rider Over Recovery 
PJM Conti'act Net Charge Credit 
SPP Resource Imb I____ Ded-Sales 
Financial Hedge Realized 
RealizSharing - 06 SIA 
Pur Power (Trading) ERCOT Area 
Pur Pwr Cap.(Trdg)-ERCOT area 
SFfor Res (Trdg) ERCOT area 

44701 51 
44701 52 
4470153 
4470154 
4470155 
4470156 
4470157 

Pur Power Trading Ercot Affil 
Finan Ercot Natgas Affiliated 
Financial Ercot Elect Affil 
Sales Ercot Power Affil 
OSS Physical Margin Reclass 
OSS Optim. Margin Reclass 
ERCOT Third Pty Rev Rlzcl Trnsf -- 
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Accouwt 
Account __ 

4560097 Sales of Renew. _____ Energy Credits 
- 4560098 SPP Ancillary Schedule I 
4560099 Unreal.Rev-Finan. Hedge-Retail 
4560100 0th Elect Rev - N/A - Non-Ded 
-- 45601 01 OthElectRev-Trsm-ERCOT ancl 
4560102 0 t h  Elect Rev-Trans-ERCOT area 
4560103 MTM Aff GL AEPEP& West Pool 
4560104 ERCOT Third Pty Rev MTM Trnsf 
45601 05 ERCOT Aff Rev MTM Trnsf 
45601 06 MTM-Emissions Compliance 
4560107 Coal Supplr Litig Awrds/Sttmlt 
4560108 Gypsum Handling Rev - Affil 
4560109 Interest Rate Swaps-Coal 
45601 10 MTM Aff GL Coal Procurement 
45601 I 1  MTM Aff GL Coal Trading 
4560112 Realized GL Coal Trading-AffiI 
45601 13 Realized GL Coal Procur-Affil 
45601 14 NonAffiI Rev Dolet Hills 

_______I 

~- 

~ 

-____1- 

4561005 PJM Point to Point Trans Svc 

4561007 PJM Network lnteg Trans Svc 
4561008 SPP Non-Affil. Base Fundng Rev 
4561009 SPP Affil. Base Funding Cost 
4561010 SPP AffI. Base Funding Rev 
456101 1- SPP Pt to Pt Trans Sew Rev 
4561012 SPP Direct Assignment 
4587013 SPP Affiliated NITS Revenue 
4561014 SPP Ancillary Services 
4561015 SPP Ancillary Schedule 1 
4561016 ~- SPP Affiliated Trans NITS Cost 
4561017 0th Elect Revenues -Ancillary 
4561 018 lQkh Elect Rev - Trans - Affil 
456101 9 0 t h  I_- EIec Rev Trans Non Affil 
456?520 0th Elec Rev-Trans-Aff-SPP 
4561021 SPP NITS 
4561022 PATH WV PJM Revenues 
4561023 PJM TO Adm. Serv.-Affiliate 
4561 024 PJM NITS ~ Affiliate 
4561025 PJM PQPt Transm. Serv.-Affil 
4561 026 PJM Transm Dist /Meter-Affil. 
4561027 PJM Transm DisUMeter - NonAFI' 
4561 028 PJM Pow Fac Cre Rev Whsl Cu-NA 
4561029 PJM NITS Revenue Whsl Cus-NAff 
4561 030 PJM TO Serv Rev Whls Cus-NAff 
4561 031 GFA Trans Base Rev Un b - Aff 

4561033 /PJM d6TS Revenue - AFfrliated 
- 4561 034 1 PJM TO Adm. Serv Rev - Aff 

-- 4567006 PJM Trans Owner Admin Rev __ 

l_-_l___ 

I__- 

~ - l _ _ l _  

4561032 IGFA Trans Ancillary Rev - Aff - 
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4561035 
4561 036 
4561037 
4571 001 
4572001 - 
4573001 
4687 001 
4582001 
4583001 
5000000 
5000001 
5010000 - 
5010001 I_ 

5010003 
5010005 
501 0009 
501001 1 
5010012 
-- 501 001 3 
6010014 
501001 8 __ 
5010019 
5010020 
5020021 
5010022 

- 

Chart of Accounts 

ACCQUalt 

Description 

PJM Affiliated Trans MTS Cost 
PJM Affiliated Trans TO Cost 
Virginia T-RAC OverRecovery 
Service Rev - Direct Affil 
Service Rev-Indirect Cost-Affi 
Compensation for Capital-Affil 
Service Rev-Direct Costs-NAC 
Service Rev-Indirect Cost-NAC 
Compenxation for Capital - NAC 
Oper Supervision & Engineering 
Qer Super ___ Eng-RATA-Afil 
Fuel 
Fuel Consumed 
Fuel - Procure Unload E: Handle 
Fuel - Deferred 
Fuel Consumed - No Load 

Ash Sales Proceeds 
Fuel Survey Activity 
Fuel Burn -Affiliated 
Lignite Consumed 

Natural Gas Consumed 

1 Fuel Consumed - Sawdust 

- - ~  

Fuel Handling - No Load 
... 

Fuel Oil Consumed -~ ______ 

Gas Transportation Expenses I 

5010026 
5010027 
501 0028 
5010029 
501 0030 
5010031 
5010032 

Fuel..Procure,Unload&Hand-Affil _- 

Gypsum handlingldispl-Affiliat ___- 

Gypsum handting/disposal costs 
Gypsum Sales Proceeds 

Disposal Cost - Deferred 
Fuel Contract Termination Adj. 
Coal ProcurernexSafes Net-Aff 

5010200 
5010201 
5020000 
5020001 

PJM Fuel MI. 3 Pct -DR 
PJM Fuel ML 3 Pct -CR 
Steam Expenses 
Lime Expense 

5020007 
5020008 
5020009 
5020012 
~- 5020025 
5050000 
- 5060000 
5060002 
5060003 
5060004 
5060005 

Lime Hydrate Expense 

Ammonium Carbonate Expense 
Consum Exp CCTR Ov-Und Recov 
Steam Exp Environmental -- 
Electric Expenses 
Misc Steam Power Expenses 
Misc Steam Power Exp-Assoc 
Removal Cost Expense ~ Stearn 
NSR Settlement Expense 
NSR Settlement Exp - Deferred 

Activated Carbon -. 



Chart of Accounts 

ACCOURP 
Account Description 

5060006 
5060007 
5060008 
5060009 
_- 5060025 
5060170 
5070000 
5070004 
5070005 
5070006 
5070007 
__. 5070008 
5080002 
5080003 
5080004 
5080016 
5080017 
5080023 
5080024 
5090000 
5090001 
5090002 

Voluntary C02 Compliance Exp 
Misc Steam Pwr Exp-Enviro DM 

Amortize - Plant Severance 
Misc Strn Pwr Exp Environmental 
Coal Note Rec Reserve Expense 
Rents 
IPP RentallLease Easement 
JMG Gavin Rent Exp - Assoc 
Rents - Associated 

Defd Depr&Capcty portion-Affil 
IPP Oper - Admin IPP Operation 
IPP Oper - Buildings/Grounds 
IPP Oper - Consumables 
IPP Oper - TestinglCalibration 
IPP Oper - TrainingKravel- 
IPP - Gen Partner Exp AfF 
IPP Oper - Backup Power 
Allowance Consumption SO2 
Allowance Consumption - NOx 

Red Rock Amorlization ____ 

Depr & Capacity portion-Affjli I 

Allowance Expenses - 
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5090005 
5090006 
5090007 
5100000 
51 10000 
5120000 
5120012 

An. NOx Cans. Exp 
NOx Allowance Expense OvUnd 
Allowance Expense OvUnd 
Maint Supv &. Engineering 
Maintenance of Structures 
Maintenance of Boiler Plant 
M a i n t p  CCTR Ov-llnd Recov 

5120030 
5130000 
5130025 
5q30030 
5140000 
5140025 
5450017 

Maint of Boiler Plant Overhaul 
Maintenance of Electric Plant 
Maint Elec Plant Environmental 
Maint of Elec Plant Overhaul 
Maintenance of Misc Steam Plt 
Maint MiscStmPlt Environmental 
IPP Maint - Maintenance Equip 

--I_____ 

5150022 
5170000 
5170001 
5170002 
5170025 
5180000 
5180001 

5780004 
5180005 

5180002 

IPP Maint - Warranty Expense 
Oper Supervision (k Engineering 

Refueling Out-Deferral & Amart 
Oper Supw ti Eng Environmental 
Nuclear Fuel Expense 
Nuc Fuel Assmblies - Net Amod 

SNFD - Pre 4/7/83 - Customer 
SNFD .- Pre 4/7/83 -Trust Re1 

Oper Supervision & Engineering __I_ 

SNFD - Post 4/6/83 
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- 5350000 
5360000 Water for Power 

~ 5370000 Hydraulic Expenses 
5370001 Fish & Wildlife Facilities 
5370002 Recreation Facilities 
5380000 Electric Expenses 
- 5390000 
5390001 __ Misc Hydr Pwr - Envir Poll Cnt 
5390002 Misc - Hydro Power-Enviro-Deld 
5400000 Rents 
541 0000 Maint Supv & Engineering 
5420000 Maintenance of Structures 
5420001 Maint of Strctures - Env Poll 
5420002 Maint of Slructures-Enviro-Def 
5430000 Maint Rsrvoirs,Dams&Wtrways 
5440000 Maintenance of Electric Plant 
5440025 Maint Elec Plant Environmental 
5450000 Maint of Misc Hydraulic Plant 
5450001 Maint Mydr Plt-FishBtWildlfe Fa 
5450002 Maint of Misc Hydr Plt-Rec Fac 
5460000 Oper Supervision & Engineering 

5470001 Fuel - Gas Turbine 
5480000 Generation Expenses 

5490001 
5490025 Misc OtherPwrGen Environmental 
5500001 Rents - Gas Turbine 
5510000 Maint Supv & Engineering 
5510001 Maint Supv & Engr-Gas Turbine 

5530001 Mainl: of Gen Plant - Gas Turb 
5530025 Maint Gen Plt Environmental 
5540001 Maint of 0th Pwr Gen Plt-GT 
5550000 I Purchased Power 
5550fl0'1 Purch Pwr-NonTrading-Nonassoc 
5550002 Purchased Power - Associated 
5550003 Purchased Power - Cogeneration 
5550004 Purchased Power-Pool Capacity 
5550005 Purchased Power - Pool Energy 
5550006 Non-Firm Engy Sls for Rsale-Dr 
5550007 Non-Firm Engy Sls for Rsale-Cr 
5550008 NF Energy SI/Resl-System Pool 
5550009 NF Engy SI/Resl.-lnterchg Deliv 
5550010 Interchange In - Nonassociated 
555001 1 Interchange Out-Nonassociated - 
5550014 Purchases - Gas 
5550016 /Gas Purchases -Affiliated 
5550023 Purch Power Capacity -NA 
5550024 Purchase Power ERCOT 
5550026 
5550027 Purch Pwr-Non-Fuel Portion-Aff 

Oper Supervision & Engineering 

I Misc Hydr Power Generation E)cp 

5460025 Oper Supv & Eng Environmental - 

5490000 Misc Other Pwer Generation Exp . __ 
Misc; 0 t h  Pwr Gen ~. Gas Turbine 

552000'1 Maint of Slruct - Gas Turbine __ 

_ _ _ ~ - - - ~  

Purchase Power - Fuel - ERCOT 

RMR Purchases - 
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uemine PP credit 

5550079 1 PJM Regulation-Credit - 
PJM Hourly Net Purch.-FERC - 

5550082 SPP - Reactive Power -- 

5550080 
5550081 Purchased Power ~ Deferred 

5550083 PJM Spinning Reserve-Charge 
5550084 PJM Spinning Reserve-Credit 
555Ofl85 Purchase -I_____ Power-Contra-OKUPPA 
5550086 PurchPwr-O&M portion-Affiliate 
5550087 PurchPwr-Tax portion-AEiliate 
5550088- Normal Capacity Purchases 
5550089 PJM 30 min Suppl Resew CR LSE 
5550090 PJM 30m Suppl Rsew Charge LSE 
5550092 Affl _I_-- ERCOT Purchase Power 
5550093 Peak Hour Avail charge - LSE 
5550094 I Purchased Power - Fuel 
5550095 Purchased Power - Non-Fuel 
5550096 Purch Power-Non Trad-Non-Fuel 

5550098 
5550099 PJM Purchases-non-ECR-Auction 

-~ 

-- 

5550097 - Purch Power - Mone - Non-Fuel 
Purch Power - PJM - Non-Fuel 



SECTION II 
Application Exhibit-A 
Page 112 of 367 

Chart of Accounts 



Chart of Accounts 

Account 
- 

Description 
I__ 
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9240000 1 Property Insurance 
3250000 Injuries and Damages 
3250001 Safety Dinners and Awards 
m 0 2  Emp Accdent Prvntion-Adrn Exp 
3250004 Injuries to Employees 
3250006 Wrkrs Cmpnstn Pre2uSlf Ins PN 
3250007 Prsnal InjrieslLProp Dmage-Pub 

___II_ 

_ I _ ~ - .  

3250009 Directors TravellAccident Ins -- 

3260012 Employee Activities - 
J260014 Educational Assistance Prnk 
3260017 - Other Empl Benefit Dcp Trnsf 
)260019 Employee Benefit Exp - COLI 
3260021 Postretirement Benefits - OPEB 
j260026 Savings Plan Administration 
j260027 Savings Plan Contributions 
1260036 Deferred Compensation 
1260037 Supplemental Pension 
1260039 
)260040 SFAS 112 Postemployment Benef 
1260050 
j260051 
1260052 
,260053 
1260055 IntercoFringeOffset- Don't Use 
1260056 Fidelity Stock Option Admin 

- 
_l___l_ -. - 

_--- Emp Benefit - OPEB - APCo 

Frg Ben Loading - Pension 
Frg Ben Loading - Grp Ins 
Frg Ben Loading - Savings 
Frg Ben Loading - OPEB 
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I 
IMainl: of Gen Plant-SCADA Equ 9350019 

9350023 -. I Site Communications Services 
I- 
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INDEPENDENT AIJDITORS' REPORT 

To the Board of Directors and Shareholder o f  
Kentucky Power Company: 

I 

We have audited the accompanying balance sheets of Kentucky Power Company (the "Company") as of 
December 31, 2008 and 2007, and the related statements of income, changes in common shareholder's 
equity and comprehensive income (loss), and cash flows for each o f  the three years in the period ended 
December 3 1, 2008, These financial. statements are the responsibility of the Company's management. 
Our responsibility is to express ai opinion on these financial statements based on our audits, 

We conducted our audits in accordance with generally accepted auditing standards as established by the 
Auditing Standards Board (United States) and in accordance with the auditing standards of the Public 
Company Accounting Oversight Board (United States). Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. The Company is not required to have, nor were we engaged to perform, an audit 
of its internal control over financial reporting. Our audits included consideration of internal control over 
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, 
but not for the purpose of expressing an opinion on the effectiveness of the Company's internal control 
over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, 
on a tcst basis, evidence supporting the mounts and disclosures in the financial statements, assessing 
the accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation, We believe that our audits provide a reasonable basis for OUT 
opinion. 

In our opinion, such financial statements present fairly, in all material respects, the financial position of 
Kentucky Power Company as of December 3 1, 2008 and 2007, and the results of its operations and its 
cash flows f i r  each of the three years in the period ended December 31, 2008 in conformity with 
accounting principles generally accepted in the United States of America. 

As discussed in Note 9 to the financial statements, the Company adopted FASR Interpretation No. 48, 
"Accounting for LJncertainty in Income Taxes," effective January 1, 2007. As discussed in Note 6 to the 
financial statements, the Company adopted FASB Statement No. 158, ""Accounting for Defined Renefir- 
Pension and Other Postretirement Plans", effective December 3 1, 2006. 

Columbus, Ohio 
February 27,2009 
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The book depreciation studies of transmission, distribution and general plant were prepared using 
Version 9.0 of PowerPIant software. The software is the propeity of PowerPlan Consultants, Tnc. 
of Atlanta, Georgia. AEP has a license with PowerNan Consultants, Inc. to use the software. 
The computer operating system is Windows XP. The database is Oracle 10.2.0.4 and the 
database resides on eTNLx A X  box. 

PROMOD Tv is a fundamental electric production casting simulation s o h a r e ,  incorporating 
extensive details in generating unit operating characteristics, unit commitment, sales andlor 
purchase agieements, and market system operations. PROMOD SV is supplicd to American 
Electric Power by Ventyx, which is a business solutions provider to energy, utility, 
communications, and other assel-intensive organizations, and is headquartered in Atlanta, GA. In 
support of the IUCo Xate Case PROMOD TV was utilized to compute the KPCo Net Ener,qy Cost 
(SS Requirements for a scenario with and a scenario with out the NextEra Lee-Deltalb Wind 
Purchase. The computer lhal was utilized to run llie related PROMOD TV scenarios is a Dell 
desktop with 2 GB of RAM and an Intel Pentium 4 3.20 G1-k processor. The operating system on 
this computer is MicrosoA Windows XP. 

The externaIly developed soflware used to develop the cost of service program to perform the 
class cost of service study is called TACOS GoId v5.3.0. The TACOS Gold was developed by 
Threshold Associates, Inc. 'The program is a cost ailocation program that operates on a Windows 
Operating System and the MS Office Suite. We used Windows XP and saved the files in Excel 
format.. The program was run on a laptop with 1 GB of RAM, and it is also run on desktops wifh 
1 GB of RAM. 

Microsoft Excel. These applications were used to prepare spreadsheet documents utilized in this 
proceeding. The program was run on a laptop with 1 GB of RAM, and it is aIso rim on desktops 
with 1 GB of RAM. 

= Microsoft Windows XI" operating system 

Microsopt Word. These applications were the word processors used lo prepare the majority of this 
proceeding. The program was run on a Iaptop with 1 GB ofRAM, and it is also run on desktops 
with 1 CJB of RAM. 

a Microsoff Windows XIP operating system 
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6.0% Semior Notess series E, due 2017 

Interest on the Series E Notes (the "Senior Notes") is payable semi annually on March I5 and September I5 
of each year, beginning Maich 15,2008. The Senior Notes will mature on September 15,2017. We may redeem the 
Senior Notes at our option at any time either as a whole or in part at a redemption price equal to 100% of the 
principal amount of the Senior Notes being redeemed plus a make-whole premium, together with accrued and unpaid 
interest to the redemption date. The Senior Notes do not have the benefit of any sinking find. 

The Senior Notes are unsecured and rank equally with all of our other unsecured and iinsubordinated 
indebtedness from time to time outstanding and will be effectively subordinated to all of our secured debt 
outstanding from time to time. 

Per Senior 
Note - Total 

Offering price(') ..................................... 99.487% $323,332,750 

Proceeds, before expenses, to Kentucky Power Company. .... 98.~37% $321,220,250 
( I )  Plus accrued interest, ifany, from September 11,2007. 

T.Jndenvriting discount ................................ 0.65% $ 2,112,500 

The Senior Notes have not been registered under the Securities Ace of 1933 (the "Securities Act") or the 
securities laws of any otherjurisdiction. Unless they are registered, the Senior Notes may be offered only in 
transactions that are exempt from, or not subject to, the registratian requirements of the Securities Act or the 
securities Iaws of any other applicable jurisdiction. Accordingly, the Senior Notes are being offered and sold only to 
"qualified institutional buyers" (as defined in Rule 144A under the Securities Act) within the Wnited States and 
outside the United States to nan-US. persons in compliance with Regulation S under the Securities Act. Because the 
Senior Notes are not registered, they are subject to certain restrictions on resale. See Nofics to  Investors. 

We expect that the SeniorNotes will be ready for delivery in book-entry form througli The Depository 
Trust Company for the account o f  its participants, including Clearstream Banking, societe anonyme, and Eurocfear 
Bank S.A.N.V., as operator of the Euroclear System, against payment in New York, New York, on or about 
September 11,2007. 

..- - 
Joini Boo f-Running Managers 

Co-Managers 

Pifth Third Securities, Zsne, 

The date of this Offering Memorandum is September 5, 2007. 
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This Offering Memorandum is a confidential document which we me providing only to prospective 
purchasers ofthe Senior Notes. You should read this Ogering Memorandum before making a decision 
whether to purchase any Senior Notes. You must not: 

o use this Offering Memorandurn for any other purpose other than making a decision irbout 
purchasing the Senior Notes; 

Q make copies of any part ofthis Offering Memorandum or give a copy of it to any other person; or 

o disclose any information in this Offering Memorandum to any other person. 

We have prepared this Offering Memorandum and we are solely responsible for its contents. 
You are responsible for making your own examination of us and your own assessment of the merits and 
risks of investing in the Senior Notes. You may contact us or the initial purchasers with any questions 
about this offering or if you need any additional information. By purchasing atiy Senior Notes, you will 
be deemed to have acknowledged that: 

Q you have reviewed this Offering Memorandum; 

Q you have had an opportunity to request any additional information that would be helpful in 
examining us or in making an assessment ofthe merits and risks of investing in the Senior Notes; 
and 

1 
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o the initial purchasers are not responsible for, and are not making any representation to you 
concerning the accuracy or completeness of this Offering Memorandum or our financial 
condition, operations, business or prospects. 

We are not providing you with any legal, business, tax or other advice in this Offering 
Memoran$um. You should corisult with p u r  own advisors as needed to assist you in making your 
investment decision and to advise you whether you are legally permitted to purchase the Senior Notes. 

You must comply with all laws and regulations that apply to you in any jurisdiction in which YOU 

buy, offer or sell and Senior Notes or possess this Offering Memorandurn. -You must also obtain any 
consents or approvals that you need in order to purchase the Senior Notes. We and the initial purchasers 
are not responsible for your compliance with these requirements. 

We are making this offering in reliance on exemptions from the registration requirements of the 
Securities Act. These exemptions apply to offers and sales of securities that do not involve a public 
offering. 

The Senior Notes have not been recommended by any federal, state or foreign securities 
authorities and they have not determined that this OfTering Memorandum is accurate or complete. Any 
representation to the contrary is a criminal offense. 

The Senior Notes are subject to restrictions 011 transfer and resale which are described under 
'?Jotice to Investors." By purchasing any Senior Notes, you will be deemed to have represented and 
agreed to all of the provisions contained in that section of this Offering Memorandurn. You may be 
required to bear the financial risks of investing in the Senior Notes for an indefinite period of time. 

i i  
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This offering memorandum and the documents it incorporates by reference contain statements 
that are not historical fact and constitufe “forward-looking statements.” When we use words like 
“believes,” “expects,” “anticipates,” “intends,” L‘plans,” “estimates,” “may,” “should” or similar 
expressions, or when we discuss our strategy or plans, we are inaltirtg forward-looking statements. 
Foxward-looking statements are not guarantees of performance. They involve risk, uncertainties and 
assumptions. Our future results may differ materially from those expressed in these forward-looking 
statements. Although the Company believes that in making any such forward-looking statements its 
expectations are based on reasonable assumptions, such forward-looking statements involve uncertainties 
and are qualified in their entirety by reference to the following impot-fant factors, among others, that 
could cause the Company’s actual results to differ materially from those projected in such 
forward-looking statements: 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Electric load and customer growth. 
Weather conditions, including storms. 
Available sources and costs of, and transportation for, ke ls  and the creditworthiness of fuel suppliers 
and transporters. 
Availability of generating capacity and the performance of our generating plants. 
Our ability to recover increases in fuel and other energy costs through regulated electric rates. 
Our ability to build or acquire generating capacity when needed at acceptable pkces and terms and to 
recover those costs through applicable rate cases. 
New legislation, litigation and government regulation inchding requirements for reduced emissions 
of sulfur, nitrogen, mercury, carbon, soot or particulate matter and other substances. 
Timing and resolution of pending and h’nire rate cases, negotiations and other regulatory decisions 
(including rate or other recovery for new investments, transmission service and enviionmentail 
compliance). 
Resolution of litigation (including pending Clean Air Act enforcement actions and related matters). 
Our ability to constrain operation and maintenance costs. 
The economic climate and growth in our service territory and changes in market demand and 
demographic patterns. 
Inflationary and interest rate trends. 
Our ability to develop and execute a strategy based on a view regarding prices ofelectkcity, natural 
gas and other energy-related commodities. 
Changes in the creditworthiness o f  the counterparties with whom we have conkactual arrangements 
Actions of rating agencies, including changes in the ratings of debt. 
Volatility and changes in markets for electricity, natural gas and other energy-related commodities. 
Changes in utility regulation, including membership in and inlegation into regional transmission 
organizations. 
Accounting pronouncements periodically issued by accounting standard-setting bodies. 
The performance of our pension and other postretirement benefit plans. 
Prices for power that we generate and sell at wholesale. 
Changes in technology, particularly with respect to new, developing or aIternative sources of 
generation. 
Other risks and unforeseen events, including wars, the effects of terrorism (including increased 
security costs), embargoes and other catastrophic events. 

iii 
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You are cautioned not to rely unduly on any forward-looking statements. These risks and uncertainties 
are discussed in more detail under “Risk Factors” included herein and incorporated by reference herein 
from our Annual Report on Form IO-K for the year ended December 3 I , 2006 and in our Quarterly 
Report on Form IO-Q for the period ended March 31,2007. You may obtain copies of these documents 
as described under “Documents Incorporated By Reference.” 

iv 
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We generate, sell, purchase, transmit and distribute electric power. We serve approximately 
176,000 ciistomers in eastern Kentucky. We also sell and transmit power at wIiolesaIe to other electric 
utilities, municipalities, electric cooperatives and non-utility entities engaged in the wholesale power 
market. Our principal executive ofices are located at 1 Riverside Plaza, Columbus, Ohio 43215 
(telephone number 614-716-1000). We are a subsidiary of American Electric Power Company, Inc., a 
public utility holding company, and we are a part of the American Electric Power integrated utility 
system. The executive offices of American Electric: Power Company, Inc. are located at 1 Riverside 
Plaza, Columbus, Ohio 43215 (telephone number 614-716-1000). 

On July 31 , 2007, we filed a Form 15 under llie Securities Exchange Act of 1934 (“‘1934 Act”), 
which suspended our duty to file reports under Section 13 and 1 S(d) under the 1934 Act. Accordingly, 
we no longer file reports and other infonnation with the Securities and Exchange Commission (“SEC”). 
While the Senior Notes are outstanding, if we are not filing periodic reports with the SEC pursuant to 
Sections 13 or 15(d) ofthe 1934 Act, we will post on our website (www.aemcom) audited annual and un- 
audited quarterly financial statements, and at such times as would he required for the financial statements 
filed with the SEC. Furthermore, so long as we are not subject to the periodic reporting and other 
infoi-mational requirements of Section 13 or 15(d) ofthe 1934 Act at any time while the Senior Notes 
constitute “restricted securities” within the meaning ofthe Securities Act, upon request, we will make 
available to any holder and prospective purchaser of Senior Nates the infomation required to be 
delivered pursuant to Rule 144A(d)(4) under the Securities Act in connection with re-sales ofthe Senior 
Notes. 

Prior to July 3 I ,  2007, the following documents were filed with the SEC by us pursuant to the 
19.34 Act. Such documents are incorporated by reference and made a part of this Offering Memorandum: 

0 

(3 

Annual Report on Form lo-# for the year ended December 3 1,2006; and 
Quarterly Report on Form 10-Q for the quarter ended Mae& 3 1,2007. 

Suck reports and other information may be inspected and copied at the public reference room 
maintained by the SEC at 100 F Street, NE., Washington, D.C. 20.549. Copies of such material can be 
obtained from the Public Reference Section ofthe SEC at prescribed rates. The SEC may be contacted at  
1-800-SEC-0330 for information on the public reference room. The SEC maintains a website at 
http://www.sec.pov containing reports, proxy and information statements and other information regarding 
registrants that file electronically with the SEC, including us. 

Any statement contained in a document so incorporated or deemed to be incorporated shall be 
deemed to be modified or superseded for purposes of this Offering Memorandum to the extent that a 
statement contained herein modifies or supersedes such statement. Any such statement so modified or 
superseded shall not be deemed, except as so modified or superseded, to constitute a part of This Offering 
Memorandum 

We will provide without charge to each person to whom a copy ofthis Offering Memorandum 
has been delivered, on the written or oral request of any such person, a copy of any or all ofthe 

http://www.sec.pov
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documents described above which have been incorporated by reference in this Offering Memorandum, 
other than exhibits to such documents. Written requests for copies of such documents should be 
addressed to Financial Reporting, American Electric Power Service Corporation, 1 Riverside Plaza, 
Cotumbus, Ohio 43215 (telephone number: 614-716-1000). The information relating to us contained in 
this Offering Memorandurn does not purport to be comprehensive and should be read together with the 
information contained herein and in the documents incorporated by reference. 

The ratio of earnings to fixed cliarges for each of the periods indicated is as follows: 

Twelve Months Period Ended 

December 3 1 , 2002 
December 3 1 , 2003 
December 3 1 , 2004 
December 3 1 , 2005 
December 3 I ,  2006 
June 30,2007 

2.06 
2.44 
2.13 
2.10 
2.77 
2.87 

The Ratio of Earnings tu Fixed Charges for the six nionths ended June 30,2007 was 2.63. For 
the purposes of calculating the Ratio of Earnings to Fixed Charges, “earningsyy represents income before 
income taxes, extraordinary items, and cumulative effect of accounting changes, plus fixed charges. 
“Fixed cliarges” consist of interest expense, amortization of debt issuance costs, and the portion of 
operating rental expense which management believes is representative of the interest within rental 
expense. 

R.IBK FAGTOM 

Investing in the Senior Notes involves risk. Please see the risk factors described below and in 
our Annual Report on Form 10-IC for the fiscal year ended December 31,2006 and our Quarterly Report 
on Form 10-Q for the quarter ended March 3 2,2007, which are incorporated by reference in this Offering 
Memorandum. Before malting an investment decision, you should carefilly consider these risks. The 
risks and uncertainties described are those presently !mown to us. Additional risks and uncertainties not 
presently known to us or that we currently deem immaterial may also impair our business operations, our 
financial results and the value of the Senior Notes. 

Qur operations are subject to extensive federal, state and local environmental statutes, rules and 
regulations relating to air qualiq, water quality, waste inanagement, natural resources and health and 
safety. Compliance with these legal requirements requires us to commit significant capital toward 
environmental monitoring, installation of pollution control equipment, emission fees and permits at all of 
our facilities. These expenditures have been significant in the past, and we expect that they will increase 
in the future. On April 2,2007, the U.S. Supreme Court issued a decision holding that the Federal 
Environmental Protection Agency (the “EPA”) has authority to regulate emissions of carbon dioxide 
(“CQ2”) and other greenhouse gases under the CIean Air Act Amendments of 1990 (the “CAA”). Costs 
of compliance with environmental regulations could adversely affect our results of operations and 
financial position, especially if emission and/or discharge limits are tightened, more extensive permitting 
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requirements are iinposed, additional substances become regulated and the number and types of assets we 
operate increase. All of our estimates are subject to significant uncertainties about the outcome of 
several interrelated assumptions and variables, including timing of implementation, required levels of 
reductions, allocation requirements of the new rules and our selected compliance alternatives. As a 
result, we cannot estimate our compliance costs with certainty. The actual costs to comply could differ 
significantly from our estimates. All of the costs are incremental to our current investment base and 
operating cost structure. 

Emissions of nitrogen and sulfur oxides, mercury and particulates from fossil fueled generating 
plants are potentially subject to increased regulations, controls and mitigation expenses. Environmental 
advocacy groups, other organizations and some agencies in the United States are focusing considerable 
attention on COz emissions from power generation facilities and their potential role in climate change. 
Although several bills have been introduced in Congress that would compel CO, emission reductions, 
none have advanced through the legislature. On April 2,2007, the U.S. Supreme Court issued a decision 
holding that the Federal EPA has authority to regulate emissions of CO, and other greenhouse gases 
under the C M .  Future changes in environmental regulations governing these pollutants couId make 
some of our electric generating units uneconomical to maintain or operate. In addition, any legal 
obligation that would require us to substantially reduce our emissions beyond present levels could require 
extensive mitigation efforts and, in the case ofCO2 legislation, would raise uncertainty about the future 
viability of fossil fuels, particularly coal, as an energy source for new and existing electric generation 
facilities. While mandatory requirements for furlher emission reductions from our fossil fleet do not 
appear to be imminent, we continue to monitor regulatory and legislative developments in this area. 

If we fail to comply with environmental laws and regulations, even if caused by factors beyond 
our control, that failure may result in the assessment of civil or criminal penalties and fines against us. 
Recent lawsuits by the Federal EPA and various states filed against us highlight the environmental risks 
faced by generating facilities, in general, and coal-tired generating facilities, in particular. 

Since 1999, we have been invoIved in litigation regarding generating plait emissions under the 
CAA. The FederaI EPA and a number of states alleged that we and other unafiliated utilities modified 
certain units at coal-fired generating plants in violation ofthe CAA. The Federal EPA filed complaints 
against certain AEP subsidiaries in [J.S. District Court for the Southern District of Ohio. A separate 
lawsuit initiated by certain special interest groups was consolidated with the Federal EPA case. The 
alleged modification ofthe generating units occurred over a 20-year pcriod. A bench trial on the liability 
issues was held during July 2005. Briefing has concluded and the court has indicated an intent to issue a 
decision on liability. Additionally, in July 2004 attorneys general of eight states and others sued AEP and 
other utilities alleging that C:QL emissions from power generating facilities constitute a public nuisance 
under federal common law. The trial court dismissed the suits and plaintiffs have appealed the dismissal. 
While we believe the claims are without merit, the costs associated with reducing COz emissions could 

harm our business and our results of operations and financial position. 

If these or other future actions are resolved against us, substantial modifications of our existing coal-fired 
power piants could be required. In addition, we could be required to invest significantly in additional 
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emission control equipment, accelerate the timing of capital expenditures, pay penalties and/or halt 
operations. Moreover, our results of operations and financial position could be reduced due to the timing 
ofrecovery of these invesfments and the expense of ongoing litigation. 

The Senior Notes have not been and will not be registered under the Securities Act and, 
therefore, will be subject. to transfer restrictions. There is no existing market for the Senior Notes and we 
do not intend to apply for listing ofthe Senior Notes on any securities exchange or for quotation of the 
Senior Notes on any automated dealer quotation system. We cannot assure you that any market will 
develop for the Senior Notes or,-if a marl&. develops, that such market will be liquid. As a result,-the 
ability of the holders to sell their Senior Notes or the price at which the hoIders may be able to sell the 
Senior Notes will depend on many factors, including prevailing interest rates, our operating results and 
the market for similar securities. 

The ini t id  purchasers have informed us that they intend to make a market in the Senior Notes. 
However, the initial purchasers are not obligated to do so and any such market-making activity may be 
terminated at any time without notice. In addition, such market-making activity will be subject to the 
restrictions of the Securities Act arid the 1934 Act. 

We propose to use the net proceeds from the sale of the Senior Notes to h n d  our construction 
program, to refund maturing long-term indebtedness, to repay advances from affiliates and for other 
corporate purposes. Proceeds may be temporarily invested in short-term instruments pending their 
application to the foregoing purposes. 

The following long-term debt has matured or is maturing this year: (i) 5.50% Senior Notes, 
Series A, due July 1,2007, in the principal amount 0f$125,000,000; (ii) 4.3 15% Senior Notes, Series B, 
due November 12,2007, in the principal amount of$80,400,000; (iii) 4.368% Senior Notes, Series C, 
due December 10,2007, in the principal amount of$69,564,000; and (iv) 6.91% Medium Term Notes, 
Series A, due October I ,  2007, in the principal moun t  of$48,000,OOO. 

We have estimated that our consolidated construction costs (inclusive of altowance for fiinds 
used during construction) for 2007 will be approximately $70 million. As of August 27,2007, advances 
from affiliates totaled approximately $130 million. 

4 
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General 

We will issue the Senior Notes under an Indenture, dated as of September 1, 1997, between us 
and Deutsche Bank Trust Company Americas (formerly Bankers Trust Company), as Trustee, as 
supplemented and amended and as to be fiirther supplemented and amended. 

The Indenture does not limit the amount of Senior Notes that may be issued. The Indenture 
permits us  to issue Senior Notes in one or more series or tranches upon the approval of our board of 
directors and as described in o m o r  more company orders or supplemental indentures. Each series-of 
Senior Notes may differ as to their terms. 

The Senior Notes will be denominated in 'IJ.S. dollars and we will pay principal and interest in 
US. dollars. The Senior Notes will not be subject to any conversion, amortization, or sinking fund. We 
expect that the Senior Notes will be "book-entry," represented by a permanent global note registered in 
the name of The Depository Trust Company, or its nominee. We reserve the right, however, to issue note 
certificates registered in the name ofthe noteholders. The Senior Notes will be issued without coupons 
send in fully registered from only in denominations of $2,000 and any integral multipIe of $1,000 in 
excess thereof. 

In the discussion that follows, whenever we talk about paying principal on the Senior Notes, we 
mean at maturity or redemption. Also, in discussing the time for notices and how the different interest 
rates are calculated, all times are New Yorlc City time and all references to New York meaii the City of 
New York, unless otherwise noted. 

Principal Amount, Maturity and Interest 

The Senior Notes will initially be issued in an aggregate principal amount of $325,OOO,OOO. We 
may at any time and from time to time, without consent of the holders of the Senior Notes, issue 
additional notes having the same ranking, interest rate, maturity and other terms as the SeniosNotes. 
These notes, together with the Senior Notes, will be a single series of notes under the Indenture. 

The Senior Notes will mature and become due and payable, together with any accrued and 
unpaid interest, on September IS, 2017, and will bear interest at the rate of6.0% per year fiom 
September 11,2007 until September 15,2017. Interest on the Senior Notes will be payable semi 
annually in arrears on each March 15 and September I 5  and at redemption, if any, or maturity. The 
initial interest payment date is March 15,2008. Each payment of interest shall include interest accrued 
through the day before such interest payment date. Interest on the Senior Notes will be computed on the 
basis of a 360-day year consisting of twelve 30-day months. 

We will pay interest on the Senior Notes (other than interest payable at redemption, if any, or 
maturity) in immediately available funds to the owners of the Senior Notes as ofthe Regular Record Date 
(as defined below) for each interest payment date. 

We will pay the principal of the Senior Notes and any premium and interest payable at 
redemption, if any, or at maturity in immediately available funds at the office of Deutsche Bank Trust 
Company Americas, Corporate Trust and Agency Services, 60 WaIi Street, MSNYC 60-25 1 S, New York, 
New York 10005. 
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If any interest payment date, redemption date or the maturity is not a Business Day (as defined 
below), we will pay all amounts due on the next succeeding Business Day and no additional interest will 
be paid. 

The ”Regular Record Date” will be the March 1 or September 1 prior to the relevant interest 
payment date. 

”Business Day” means any day that is not a day on which banking institutions in New York City 
are authorized or required by law or regulation to close. 

0peiokBaa ~~~~~~~~5~ 

We may redeem the Senior Notes at our option at any time, upon no more than 60 and not less 
than 30 days’ notice by mail. We may redeem the Senior Notes either as a whole or in part at a 
redemption price equal to the greater of (1) 100% of the principal amount of the Senior Notes being 
redeemed and (2) the sum ofthe present values of the remaining scheduled payments of principal and 
interest on the Senior Notes being redeemed (excluding the portion of any such interest accrued to the 
date of redemption) discounted (for purposes of determining present value) to the redemption date on a 
semi-annual basis (assuming a 360-day year consisting of twelve 30-day months) at the Treasury Rate (as 
defined below) plus 25 basis points, ptus accrued interest thereon to the date of redemption. 

“ComparabIe Treasury Issue” means the United States Treasury security selected by an 
Independent Investment Banker as having a maturity comparable to the remaining term of the Senior 
Notes that would be utilized, at the time of selection and in accordance with customary financial practice, 
in pricing new issues of corporate debt securities of comparable maturity to the remaining tern of the 
Senior Notes. 

“Compmable Treasury Price’’ means, with respect to any redemption date, (1) the average of &e 
Reference Treasury Dealer Quotations for such redemption date, after excluding the highest and lowest 
such Reference Treasury Dealer Quotations, or (2) if we obtain fewer than four such Reference Treasury 
Dealer Quotations, the average of all such quotations. 

“Independent Investment Banker” means one ofthe Reference Treasury Dealers appointed by us 
and reasonably acceptable to the Trustee. 

“Reference Treasury Dealer” means a pnimary U.S. government securities dealer selected by us 
and reasonably acceptable to the Trustee. 

“Reference Treasury Dealer Quotation” means, with respect to the Reference Treasury Dealer 
and any redemption date, the average, as determined by the Trustee, of the bid and asked prices for the 
Comparable Treasury Issue (expressed in each case as a percentage of its principal amount) quoted in 
writing to the Trustee by such Reference Treasury Dealer at or before 5:OO p.m., New York City time, on 
the third Business Day preceding such redemption date. 

“Treasury Rate” means, with respect to any redemption date, the rate per year equal to the semi- 
annual equivalent yield to maturity ofthe Cornparable Treasury Issue, assuming a price for the 
Comparable Treasury Issue (expressed as a percentage of its principal amount) equal to the Comparable 
Treasury Price for such redemption date. 
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The Senior Notes provide that, while the Senior Notes are outstanding, if we are not filing 
periodic reports with the SEC pursuant to Sections 13 or 15(d) of the 1934 Act we will post on our 
website (www.aep.corn) audited annual and unaudited quarterly financial statements, at such times as 
would be required for the financial statements filed with the SEC. If we are unable, for any reason, to 
post the financial statements on our website, we are required to furnish the financial statements to the 
Trustee, who, at our expense, will fbrnish it by mail to the holders of the Senior Notes. In addition, we 
are also required to furnish to any holder of the Senior Notes, upon request ofthe holder3 or any 
prospective purchaser of Senior Notes designated by any such hoIder, upon such prospective purchaser's 
request to us or the Iiolder, copies of such financial statements and any other information required to be 
delivered pursuant to Rule 144A(d)(4) under the Securities Act for compliance with Rule 144A. 

So long as any of our Senior Notes issued pursuant to this OEering Memorandum are outstanding, 
we wili not create or suffer to be created or to exist any additional mortgage, pledge, security interesG or 
other lien (collectively "Liens") on any of our utility properties or tangible assets now owned or hereafter 
acquired to secure any indebtedness for borrowed money ("Secured Debt"), without providing that such 
Senior Notes will be similarly secured. This restriction does not apply to our subsidiaries, nor will it 
prevent any of them from creating or permitting to exist Liens on their property or assets to secure any 
Secured Debt. In addition, phis restriction does not prevent the creation or existence of: 

o Liens on property existing at the time of acquisition or construction of such property (or 
created within one year after compIetion of such acquisition or construction), whether by 
purchase, merger, construction or otherwise, or to secure the payment o f  all or any part ofthe 
purchase price or construction cost thereof, including the extension of any Liens to repairs, 
renewah, replacements, substitutions, betterments, additions, extensions and improvements 
then or thereafter made on the property subject thereto; 

o Financing of our accounts receivable for electric service; 

(3 Any extensions, renewals or replacements (or successive extensions, renewals OF 

replacements), in whole or in part, of liens permitted by the foregoing clauses; and 

0 The pledge of any bonds or other securities at any time issued under m y  of the Secured Debt 
permitted by the above clauses. 

In addition to the permitted issuances above, Secured Debt not otherwise so permitted may be 
issued in an amount that does not exceed 15% of Net Tangible Assets as defined below. 

Net Tangible Assets means the total of all assets (including revaluations thereof as a result of 
commercial appraisals, price level restatement or otherwise) appearing on our balance sheet, net of 
applicable reserves and deductions, but excluding goodwill, trade names, trademarks, patents, 
unamortized debt discount and ail other like intangible assets (which term shall not be construed to 
include such revaluations), less the aggregate of our current liabilities appearing on such balance sheet. 
For purposes ofthis definition, our balance sheet does not include assets and liabilities of our 
subsidiaries. 
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This restriction also will not apply to or prevent the creation or existence of leases made, or 
existing on property acquired, in the ordinary course of business. 

IEg~~lla-Ei~t~j Senior Notes .. Registration, Transfer7 and Payment of Interest and Primcipal 

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository 
for the Senior Notes. The Senior Notes will he issued in tt!e form of one or more global bonds registered in 
the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an 
aufAorized representative of DTC. The Senior Notes will not be issued in certificated form and, except 
under the limited circumstances described below, owners of beneficia[ interests will not he entitled to 
physical delivery o f  Senior Notes in certificated form. 

DTC, the world‘s largest depository, is a limited-purpose trust company organized under the 
New York Banking Law, a “banking organization” within the meaning of rhe New York Banking Law, a 
member ofthe Federal Reserve System, a “clearing corporation” within the meaning of the New York 
I-Jniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A 
ofthe 1934 Act. DTFC holds and provides asset servicing for over 2.2 million issues of1J.S. and non-U.S. 
equity issues, corporate and municipal debt issues, and money market instruments from over IO0 
countries that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates the 
post-trade seltlement among Direct Participants of sales and other securities transactions in deposited 
securities, through electronic cotnputerjzed book-entry transfers and pledges between Direct Participants’ 
accounts. This eliminates the need for physica1 movement of securities certificates. Direct Participants 
include both 1J.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing 
corporations, and certain other organizations including Euroclear Bank S.A./N.V., as operator of the 
Euroclear System (“Euroclear”) and Clearstream Banlung, societe anonyme (“Clearstream”). DTC is a 
wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC , in turn, is 
owned by a number of Direct Participants ofD%C and Members ofthe National Securities Clearing 
Corporation, Fixed Income Clearing Corporation, and Emerging Markets Clearing Corporation, (ly SCC, 
FICC and EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the 
American Stock Exchange LLC and the National Association of Securities Dealers, Inc. Access to the 
DTC system is also available to others such as both U.S. and non-1J.S. securities brokers and deaIeis, 
banks, trust companies and clearing corporations that clear through or maintain a custodial retationship 
with a Direct Participant, either directly or indirectIy (‘%direct Participants”). DTC has Standard & 
Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are ora file with the Securities 
and Exchange Commission. More infonation about DTC can be found at www.dtcc.com and 
wiw.dtc.org. 

Purchases of Senior Notes under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the Senior Notes on DTC’s records. The ownership interest 
of each actual purchaser of each note (“Beneficial Owner”) is in tu rn  to be recorded oft the Direct and 
Indirect Participants’ records. Beneficial Owners will not receive writkn confirmation from DTC of 
their purchase. Beneficial Owners are, however, expected to receive written confirmations providing 
details of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect 
Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership 
interests in the Senior Notes are to be accomplished by entries made on the boolcs o f  Direct and Indirect 
Participants acting on behalfofBeneficia1 Owners. Beneficial Owners will not receive certificates 
representing their ownership interests in Senior Notes, except in the event that use ofthe book-entry 
system for the Senior Notes is discontinued. 

To facilitate subsequent transfers, all Senior Notes deposited by Direct Participants with DTC 
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are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be 
requested by an authorized representative of DTC. The deposit of Senior Notes with DTC and their 
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial 
ownership. DTC has no knowledge of the actual Beneficial Owners of the Senior Notes; DTC’s records 
reflect only the identity of the Direct Participants to whose accounts such Senior Notes are credited, 
which may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain 
responsible for keeping account of their holdings on behalf oc their customers. 

Conveyance of notices and other commur~ications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time. Beneficial Owners of Senior Notes may wish to take 
certain steps to augment the transmission to them of notices of significant events with respect to the 
Senior Notes, such as redemptions, tenders, defaults and proposed amendments to the Senior Notes 
documents. For example, Beneficial Owriers of Senior Notes may wish to ascertain that the nominee 
holding the Senior Notes for their benefit has agreed to obtain and transmit notices to Beneficial Owners. 
Tn the alternative, Beneficial Owners may wish to provide their nanies and addresses to the registrar and 

request that copies of notices by provided directly to them. 

I 

Redemption notices shall be sent to DTC. If less than all of the Senior Notes within an issue are 
being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct 
Participant in such issue to be redeemed. 

Neither DTC nor Cede Ck. Co. (nor any other DTC nominee) will consent or vote with respect to 
the Senior Notes unless authorized by a Rirect Participant in accordance with DTC’s Procedures. Under 
its usual procedures, DTC mails an Onmibus Froxy to us as soon as possible after the record date. The 
Omnibus Proxy assigns Cede & Co.’s consenting or voting r ights  to those Direct Participants to whose 
accounts the Senior Notes are credited on the record date (identified in a listing attached to the Omnibus 
Proxy). 

Principal and interest payments on the Senior Notes will be made to Cede $c Co., or such other 
nominee as may he requested by an authorized representative of DTC. DTC’s practice is to credit Direct 
Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from us or the 
Trustee on the payable date in accordance with their respective holdings shown on DTC’s records. 
Payments by ParZicipants to Beneficial Owners will be governed by standing instructions and customary 
practices, a s  is the case with Senior Notes held for the accounts of customers in bearer form or registered 
in “street name”, and will be the responsibility of such Participant and not of DTC, the Trustee or us, 
subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of 
principal and interest payments to Cede & Co. (or such other nominee as may be requested by an 
authorized representative of DTC) is our or the Trustec’s responsibility, disbursement of such payments 
to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the 
Beneficial Owners will be the responsibihty of Direct and Indirect Participants. 

A Beneficial Owner shall give notice to elect to have its Senior Notes purchased or tendered, 
through its Participant, to the Tender/Remarlceting Agent, and shall effect delivery of such Senior Notes 
by causing the Direct Participant to transfer the Participant’s interest in the Senior Notes, on DTC’s 
records, to the Tender/Remarketing Agent. The requirement for physical delivery of the Senior Notes in 
connection with an optional tender or a mandatory purchase will be deemed satisfied when the ownership 
rights in the Senior Notes are transferred by Direct Participants on DTC’s records and followed by a 
book-entry credit of tendered Senior Notes to the TendedRemarketing Agent’s DTC account. 
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DTC may discontinue providing its services as depository with respect to the Senior Notes at any 
time by giving reasonable notice to us or the Trustee. Under such circumstances, in the event that a 
successor depository is not obtained, note certificates are required to be printed and delivered. 

Prior to the expiration oftlie “40-day distribution compliance period” (within the meaning of 
Rule 903 of Regulation S), beneficial interests in the Senior I\Totes sold outside the United States in 
reliance on Regulation S uncler the Securities Act may only be held through Euroclear or Clearstream, 
unless delivery is made pursuant to an exemption from registration under the Securities Act. 

Although DTC, Euroclear and Clearstream are expected to follow the foregoing procedures in 
order to facilitate transfers of interests in the Senior Notes represented by globa1 certificates among their 
respective participants, they are under no obligation to perform or continue to perform such procedures 
and such procedures may be discontinued at any time. Neither the Company, the initial purchasers nor 
the trustee will have any responsibility for the perforsnance by DTC, Eurocleat or Clearstream or their 
respective participants or indirect participants of their respective obligafions under the Rules and 
procedures governing their operations. 

The information in this section concerning DTC and DTC’s book-entry system has been obtained 
from sources that we believe to be reliable, but we take no responsibility for the accuracy thereof. 

If we issue note certificates, they will be registered in the name of the note hoIder. The Senior 
Notes may be transferred or exchanged, pursuant to administrative procedures in  the indenture, without 
the payment of any service charge (other than any tax or other governmental charge) by contacting the 
paying agent. Payments on note certificates will be made by check. 

“Event of Default” means my  ofthe following: 

- failure to pay for three business days the principal of(ar premium, if any, on) any note of a 
series when due and payable; 

- failure to pay for 30 days any interest on any note of any series when due and payable; 

- failure EO perform any other requirements in such Senior Notes, or in the Indenture in regard to 
such Senior Notes, for 90 days after notice; 

- certain events of bankruptcy or insolvency; 

- or any other event of default specified in a series of Senior Notes. 

An Event 0fDefaul.i: for a particular series of Senior Notes does not necessarily mean that m 
Event of Default has occurred for any other series of Senior Notes issued under the Indenture. If an 
Event of Default occurs and continues, the Trustee or the holders of at least 33% ofthe principal amount 
of the Senior Notes ofthe series affected may require us to repay the entire principal of the Senior Notes 
of such series immediately (“Repayment Acceleration”). In most instances, the holders of at least a 
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majority in aggregate principal mount  of the Senior Notes of the affected series may rescind a 
previously triggered Repayment Acceleration. However, if we cause an Event of Default because we 
have failed to pay (unaccelerated) principal, premium, if any, or interest, Repayment Acceieration may 
be rescinded only if we have first cured our default by depositing with the Trustee enough money to pay 
all (unaccelerated) past due amounts and penalties, if any. 

The Trustee must within 90 days after a default occurs, notify the holden of the Senior Notes of 
the series of default unless such default has been cured or waived. We are required to file an annual 
certificate with the Trustee, signed by an officer, concerning any default by us under any provisions of 
the Indenture. 

Subject to the provisions of the Indenture relating to its duties in case of default, the Trustee shall 
be under no obligation to exercise any of its rights OS powers under the Indenture at the request, order or 
direction of any holders unless such holders offer the Trustee reasonable indemnity. Subject to the 
provisions for indemnification, the holders of a majoriq in principal amount ofthe Senior Notes of any 
series may direct the time, method and place of conducting any proceedings for any remedy available to, 
or exercising any trust or power conferred on, the Trustee with respect to such Senior Notes. 

Under the Indenture, our rights and obligations and the lights o f  the holders of any Senior Notes 
may be changed. Any change affecting the rights of the holders of any series of Senior Notes requires 
the consent of the holders of not less than a majority in aggregate principal amount of the outstanding 
Senior Notes of all series affected by the change, voting as one class. However, we cannot change the 
terms of payment of principal or interest, or a reduction in the percentage required for changes or a 
waiver of default, unless the holder consents. We may issue additional series of Senior Notes and take 
other action that does not affect the rights of holders of any series by executing supplemental indentures 
without the consent of any noteholders. 

Consolidatioaa, Merger oh- Sale 

We may merge or consolidate with any corporation or sell subs-tially all of our assets as an 
entirety as long as the successor or purchaser expressly assumes the payment of principal, arid premium, 
if any, and interest on the Senior Notes. 

Legal Defeasance 

We will be discharged from our obligations on the Senior Notes of any series at any time if 

o we deposit with the Trustee sufficient cash or government securities to pay the principal, 
interest, any premium and any other sums due to the stated maturity date or a redemption date 
of the note o f  the series, and 
we deliver to the Trustee an opinion of counsel stating that the federal income tax obligations of 
noteholders of that series will not change as a result of our performing the action described 
above. 

B 

If this happens, the noteholders of the series will not be entitled to the benefits ofthe Indenture 
except for registration of transfer and exchange of Senior Notes and replacement o f  lost, stolen or 
mutilated Senior Notes. 
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We will be discharged from our obligations under any restrictive covenant applicable to the 
Senior Notes of a particular series if we perform both actions described above. See Legal Defeasance. If 
this happens, any later breach ofthat particular restrictive covenant will not result in Repayment 
Acceleration. Ifwe cause an Event of Default apart fr?m breaching that restrictive covenant, there may 
not be sufficient money or government obligations on deposit with the Trustee to pay all amounts due on 
the Senior Notes ofthat series. In that instance, we would remain liable for such amounts. 

The Indenture and Senior Notes of ail series will be governed by the laws of the State of New 
'York. 

Concesnaiing the Trustee 

We and our affiliates use or will use some of the banking services of the Trustee and other 
services of its affiliates in the normal course of business. 

The Senior Notes have not been registered under the Securities Act a id  may not be offered or 
sold in the lJnited States or to, or for the account or benefit of, I J S .  persons (as defined in Regulation S 
under ebe Securities Act) except in accordance with an applicable exemption fron? the registration 
requirements of the Securities Act. Accordingly, the Senior Notes are being offered arad sold only (1) in 
the United States to qualified institutional buyers under Rule 144A under the Securities Act, and (2) 
outside the IJnited States to non-1J.S. persons in reliance upon Regulation S under the Securities Act. 

Each purchaser of the Senior Notes, by accepting such Senior Notes, will be deemed to have 
acknowledged, represented and agreed as follows: 

(1) It is purchasing the Senior Notes for its own account, or for one or more investor accounts for 
which it is acting as a fiduciary or agent, in each case for investment, and not with a view to, or for 
offer or sale in connection with, any distribution in violation of the Securities Act, subject to any 
requirement of law that the disposition o f  its property or the property ofsucli investor account or 
accounts be at all times within its 01" their control and subject to it.s or their abi1it.y to resell the 
Senior Notes pursuant to Rule 144A, Regulation S or any exemption from registration available 
under the Securities Act; 

(2) It is: 

(i) a qualified institutional buyer as defined in Rule 144A who is aware that the sale to it is 
being made in reliance on Rule 144A and who is acquiring the Senior Notes for its own 
account or for the account of a qualified institutional buyer; or 

(ii) a non-U.S. person acquiring the Senior Notes in an offshore transaction outside the 
tJnited States complying with the provisions of Regulation S; 

(3) It acknowledges that none of ourselves, the initial purchasers or any persons representing any of us 
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has made any representation to it with respect to any such entity or the offering or sale of any 
Senior Notes, other than the information contained in this offering memorandum, which offering 
memorandum has been delivered to it and upon which it is relying in making its investment 
decision with respect to the Senior Notes. Accordingly, it acknowledges that no representation or 
warranty is made by the initial purchasers as to the accuracy or completeness of such materials. It 
has had access to such financial and other infomiation concerning us and the Senior Notes as it 
has deemed necessary in connection with its decision to purchase any of our Senior Notes, 
including an opportunity to ask questions of, and request information from, us and the initial 
purchasers; 

(4) It understands and agrees that the offer arid sale of the Senior Notes have not been registered under 
the Securities Act and that such Senior Notes are being offered only in a transaction not involving 
any public offering within the meaning of the Securities Act, and that (A) if it decides to resell, 
pledge or otherwise transfer such Senior Notes on which the legend set forth below appears, such 
Senior Notes may be resold, pledged or otherwise transferred only (i) to us, (ii) in a transaction 
entitled to an exemption from registration provided by Rule 144 under the Securities Act, (iii) so 
long as such Senior Notes are eligible for resale pursuant to Rule 144h, to a person whom the 
seller reasonably believes is a qualified institutional buyer that purchases for its own account or 
for the account of a qualified institutional buyer to whom notice is given that the resale, pledge or 
other transfer is being made in reliance on Rule 144A, (iv) outside the IJnited States i n  a 
transaction meeting the requirements of Regulation S, (v) in accordance with another exemption 
from the registration requirements of the Securities Act (arid based upon an opinion of counsel 
acceptable to us), in each case in accordance with any applicable securities laws of any state ofthe 
IJnited States or (vi) pursuant to a registration statement which has been declared effective under 
the Securities Act and (B) the purchaser will, and each subsequent holder is required to, notify any 
purchaser of Senior Notes from it of the resale restrictions referred to in (A) above, if then 
applicable. It acknowledges that the foregoing transfer restrictions apply to holders of beneficial 
interests in the Senior Notes, as well as to holders ofthe Senior Notes. With respect to any 
transfer of Senior Notes by an institutional accredited investor, such holder will deliver to us and 
the trustee such certificates and other infomation as we or they may TeasonabIy require to confirm 
that the transfer by it complies with the foregoing restrictions; 

(5 )  It understands that the Senior Notes will, until expiration ofthe applicable holding period with 
respect to the Senior Notes set forth in Rule 144(k) of the Securities Act, contain the following 
legend will be pIaced on the Senior Notes unless otherwise agreed by us: 

THIS SEC'IJRITY HAS NOT BEEN REGISTERED UNDER THE SEClJRITIES ACT OF 1933, 
AS M E N D E D  (THE "SECIJRITIES ACT"). THE HOLDER HEREOF, BY PURCHASING THIS 
SECIJHTY, AGREES FOR THE BENEFIT OF THE COMPANY THAT THIS SECURITY MAY NOT 
BE RESOLD, PLEDGED OR OTHERWISE TRANSFERRED OTHER THAN (A)(I) TO THE 
COMPANY, (2) IN A TRANSACTION ENTITLED TO AN EXEMPTION FROM REGISTRATION 
PROVIDED BY RULE 144 UNDER THE SECUIPITZES ACT, (3) SO LONG AS THIS SECURITY IS 
ELIGIBLE FOR RESALE PIJRS'IJANT TO R I L E  144A UNDER THE SECURITIES ACT (RIILE 
144A), TO A PERSON WHOM THE SELLER REASONABLY BELIEVE§ IS A QUALIFIED 
INSTITUTIONAL BUYER WITHIN THE MEANING OF RULE 144A PURCHASING FOR ITS OWN 
ACCOIMT OR FOR THE ACCOTTNT OF A QUALIFIED INSTITIJTIQINAL BUYER TO WHOM 

RELIANCE ON RULE 144A, (4) 0% JTSIDE THE UNITED STATES IN A 'TRANSACTION MEETING 
THE REQUIREMENTS OF REGULATION S IJNDER THE SECURITIES ACT, (5) IN 
ACCORDANCE WITH ANOTHER APPLICABLE EXEMPTION FROM THE REGISTRATION 

NOTICE IS GIVEN THAT THE M S ~ E ,  PLEDGE OR OTHER TRANSFER IS BEING MADE nr 
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REQUIREMENTS OF THE SECURITIES ACT (AND BASED W O N  AH OPINION OF COUNSEL 
ACCEPTABLE TO THE COMFANY) OR (6) PURSUANT TO A REGISTRATION STATEMENT 
WHICH HAS BEEN DECLARED EFFECTIVE UNDER THE SECURJTIES ACT AND (B) IN EACH 
CASE Tpl ACCORDANCE WITH ANY APPLICABLE SECURJTIES LAWS OF EACH STATE OF 
THE LJNETED STATES. AN INSTITUTIONAL ACCREDITED INVESTOR HOLDING THIS 
SECURITY AGREES IT WILL FURNISH TO THE COWANPI AND THE TRUSTEE SUCH 
CERTIFICATES AND OTHER INFORMATION AS THEY MAY REASONABLY REQUIRE TO 
CONFIlUk THAT ANY TRANSFER BY IT OF THIS SECURITY COMPLIES WITH THE 
FOREGOBIG RE%TKICTI[C)NS. THE HOLDER HEREOF, BY PURCHASWC THIS SECUNTY, 
REPRESENTS AND AGREES FOR THE BENEFIT OF THE COMPANY THAT IT IS (I) A 
QUAJ.,IFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF RULE 144A OR (2) AN 
INSTITUTION THAT 36 IS AN “ACCREDITED IFIVESTQR” AS DEFINED IN RIILE SOII(A)(I), 
42),(3) OR (7) lTNI>ER THE SECURITFlES ACT AND THAT IT IS HOLDING THIS SECURITY FOR 

OUTSIDE THE UNITED STATES WITHIN THE MEANING OF REGULATION S UNDER THE 
SECURITIES ACT.; 

INVESTMENT PURP0SES AND NOT FOR DISTRIBUTION OW ( 3 )  ANON- U.S. PERSON 

(6) It acknowledges that we, the trustee, the initial purchasers and others will rely upon the truth and 
accuracy ofthe foregoing aclulowledgements, representations and agreements and agrees that if 
any of the acknowledgments, representations or agreements deemed to have been made by its 
purchase oftlie Senior Notes are no longer accurate, it sliall promptIy notify us, the trustee and the 
initial purchasers. If it is acquiring the Senior Notes as a fiduciary or agent for one or more 
investor accounts, it represents that it has sole investment discretion with respect to each such 
account and it has full  power to make the foregoing acknowledgments, representations and 
agreements on behalf of each account; and that each such investor account is eligible to purchase 
the Senior Notes; and 

(7) If it is a purchaser in a sale that occurs outside the lJnited States wieliin the meaning of Regulation 
5 under the Securities Act, it aclcnowledges that until the expiration of the 40day distribution 
compliance period within the meaning of RuIe 903 of Reguiation S under the Securities Act, any 
offer or sale ofthe securities sharll not be made by it to a U.S. person or for the account or benefit 
ora  1J.S. person within the meaning of Rule 902(k) ofthe Securities Act, other than pursuant to 
Rule B44A ofthe Securities Act. Any Regulation S temporary global note will contain a legend 
substantially to the foltowirig effect: 

“FNOR TO THE EXPEATICIN OF THE ’40-DAY DISTRJBUTION COMPLIANCE 
PERIOD’ (AS DEFINED IN RF,GULATION S ) ,  THIS SECURITY MAY NOT BE OFFERED, 
SOLD, PLEDGED OR OTHERWISE TRANSFERRED WITHIN THE UNITED STATES 
WITHIN THE MEANING OF REGULATION S, EXCEPT TO A PERSON RF,ASONABLY 
BELIEVED TO BE A QUALIFIED INSTITUTIONAL BUYER (AS DEFINED IN RULE 
144A) IN A ‘HMSACTICPM MEETING THE EQUJREMENTS OF RULE 144A A N D  THE 
INDENTURE OR OTHERWISE IN ACCORDAPJCE WITH FSGIJ&ATIO>J S.” 
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The following is a summary of certain LJnited States federal income and, in the case of Non- 
I Jnited States Holders (as defined below), estate tax considerations relating to the purchase, ownership 
and disposition of the Senior Notes, but does not purport to be a complete analysis of all the potential tax 
considerations relating thereto. This summary is based upon the Internal Revenue Code of 1926, as 
amended (die “Code”) and Treasury regulations promulgated thereunder and judicial and administrative 
decisions in effect as of the date hereof, all of which are subject to change, possibly on a retroactive 
basis. This sumniary is generally limited to holders that will hold the Senior Notes as “capital assets” 
(within the meaning of Section 1221 of the Code) and does not address tax considerations applicable to 
investors that niay be subject to special tax rules, including, but not limited to, banks, tax-exempt 
organizations, insurance companies, dealers in securities or currencies, traders in securities that elect to 
use a mark-to-market method of accounting for their securities holdings, persons that will hold the Senior 
Notes as a position in a “hedging,” “sti-addle” or “conversion” transaction for tax purposes, cei‘tain 
former citizens or former long-term residents of the kJnited States, persons subject to the alternative 
minimum tzx, partnerships and other pass-through entities and investors in such entities, or United States 
Molders (as defined below) whose “functional currency” is not the United States dollar. This summary 
discusses the  tax^ considerations applicable only to persons who purchase the Senior Notes at the initial 
‘‘issue price” (k, the initial offering price to the public, excluding bond houses and brokers, at which 
price a substantial amourit of the Senior Notes is sold) and does not discuss the tax considerations 
applicable to subsequent purchasers of the Senior Notes. We have not sought any ruling from the Interrial 
Revenue Service (the “ I R P )  with respect to the statements made and the conclusions reached in the 
folIowing summary, and there can be no complete assurance that the IRS will agree with these statements 
and conclusions. THIS SUMMARY IS NOT, AND SHO‘CJLD NOT BE CCINSTRTJED TO BE, TAX 
OR LEGAL ADVICE TO ANY PARTICULAR INVESTOR. TNVEEiTORS CONSIDERING THE 
PURCHASE OF SENIOR NOTES SBOUED CONSIJLT THEIR OWN TAX ADVISORS WITH 
RESPECT TO THE APPLICATION OF THE UNITED STATES FEDERAL INCOME, ESTATE, AND 
GIFT TAX LAWS TO THEIR ?ARTICULAR SITUATIONS AS WELL AS ANY TAX 
CONSEQUENCES ARISING UNDER THE LAWS OF ANY STATE, LOCAL OR FOREIGN T M D G  
JURISDICX’ION OR UNDER ANY MPLTCaBLE TAX TREATY. 

As used in this tax discussion, the term “United States Holder” means a beneficial owner of a 
Senior Note, that for United States federal income tax purposes, is: 

(1) an individual who is a citizen or resident of the ‘IJnited States; 
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(2) a corporation (or other entity treated as a corporation for IJnited States federal income tax 
purposes) created or organized in or under the laws of the IJnited States, any state thereof, or the 
District of Columbia; 

(3) an estate the income of which is subject to United States federal income taxation regardless of its 
source; or 

(4) a trust if (a) its administration is subject to the primary supervision of a court within the United 
States and one or more United States persons have the authority to control ail of its substantial 
decisions, or (b) it has a valid election in effect under applicable Treasury Regulations to be 
treated as a llnited States person. 

Ifthe Senior Notes are held by a partnership (or any other entity treated as a partnership for 
United States federal income tax purposes), the fax freatment of a partner will generally depend upon the 
status ofthe partner and upon the activities ofthe partnership. A beneficial owner that is a partnership 
and partners in such a partnership should consult he i r  own tax advisors about the United States federal 
income tax consequences of the purchase, ownership and disposition of the Senior Notes. 

Payment of Interest 

We expect that the Senior Notes will have an issue price (as defined above) at or netu- their face 
amount and thus willi not have original issue discount (“OID”). AccordingIy, stated interest on a Senior 
Note generally will be includable in the income of a [Jnited States Holder as ordinary income at the time 
the interest is received or accrued, in accordance with the holder’s regular method of tax accounting. If, 
however, the principal amount ofthe Senior Notes exceeds their issue price by more than a de minimis 
mount,  a IJnited States Holder will be required to include such excess in income as OID as it accrues, in 
accordance with a constant yield method based on compounding of interest, independent of, arid in 
advance o-f, cash receipts. 

Mike Whole d’qmmf i@ Connection Wifh Optional Redemption 

In the case of an optional redemption ofthe Senior Notes (see “Description of the Senior Notes 
- Optional Redemptioii”), we may be obligated to pay an amount in excess of 100% oflhe principal 
amount of the Senior Notes (plus accrued interest thereon). Under applicable Treasury regulations, the 
possibility that such an amount will be paid will not affect the amount, timing or character of income 
recognized by a United States Holder with respect to the Senior Notes io as offlie date the Senior Notes 
were issued, there is only a remote chance that such an amount will be paid, the amount is incidental or 
cerfain other exceptions apply. We intend to treat this payment contingency as not affecting the amount, 
timing or character of income recognized by a TJnited States Holder with respect to the Senior Notes, and 
the remainder of this summary assumes such treatment. Our treatment of this payment contingency is 
binding on hoIders except foi a holder that discloses its contrary position in the manner required by 
applicable Treasury regulations. Our treatment of this payment contingency is not, however, binding on 
the IRS, and if the IRS were to challenge such treatment, a United States Molder might be required to 
accrue income on its Senior Notes in excess of stated interest, and to treat as ordinary income rather than 
capital gain any gain realized on the taxable disposition of a Senior Note before the resohition of such 
contingency. 

16 



SECTION I I  
Application Exhibit-A 
Page 158 of 367 

Sale, Redemption or Other Taxable Disposition of the Senior Notes 

Upon the sale, redemption or other taxable disposition of a Senior Note, a United States Holder 
generally will recognize capital gain or loss equal to the difference between: 

(1) the amount of cash proceeds and the fair market value of any properiy received (except to the 
extent this mount  is attributable to accrued iq.lterest, which sliould be tmabIe as ordinary income 
to the exteninot previously included in income) and 

(2) the holder’s adjusted tax basis in  the Senior Note. 

The gain or [ass recognized by a United States Holder on a disposition of a Senior Note will be 
long-term capital gain or loss if the holder held the Senior Note for more than one year. Long-term 
capital gains of certain noncorporate United States Holders are eligible fur reduced rates of taxation. The 
deductibility of capital losses is subject to limitations. 

Information Report ii?g an$ Backup Fithholdiiqg T m  

In general, information reporting requirements will apply to certain non-cornorate United States 
Holders with respect to payments of principal and interest on a Senior Note, and to the proceeds of the 
sale or other taxable disposition of a Senior Note paid to a United Slates Holder, unless such holder is an 
exempt recipient (such as a corporation). In addition, a backup withholding tax (currently at a rate of 
28%) may apply to these payments if: 

(I) the [Jnited States Holder fails to furnish OF certify its correct taxpayer identification number to us 
or our paying agent in the manner required, 

(2) the IRS has notified the United States Holder that such holder has failed to report payments of 
interest or dividends properly, or 

(3) under certain circumstances, the United States Holder fails to cei-ti& that such holder has not 
been notified by the IRS that such holder is subject to backup withholding. 

Any aniounts withheld from a payment to a United States Holder under the backup withholding 
rules will be allowable as a credit against the Holder’s United States federal incame tax liability and may 
entitle the United States Holder to a refund, provided hat the required infomation is timely furnished to 
the IRS. 

As used in this tax discussion, the term ‘Won-TJnited States Holder” means m y  beneficial owner 
of a Senior Note that is not a 1Jnited States Holder and that is not a partnership for United States federal 
income tax purposes. The rules governing the IJnited States federal income and estate taxation of a Non- 
lJnited States Holder are complex, and no attempt will be made herein to provide more than a summary 
of those rules. NON-UNITED STATES HOLDERS SHOULD CONSULT THEIR OWN TAX 
ADVISORS TO DETERILaPNE THE EFFECT OF FEDERAL, STATE, LOCAL AND FOREIGN TAX 
LAWS WITH REGARD TO AN INVESTMENT IN THE SENIOR NOTES, HNCLIJDI’NG ANY 
REPORTING REQUIREMENTS. 
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Fapen t  of Interest 

Generally, payments of interest on a Senior Note by us to, or on behalf of, a Non-[Jnited States 
Molder will qualify for the “poi-tfolio interest” exemption and, therefore, will not be subject to IJnited 
States federal income or (subject to the discussion below of backup withholding) withholding tax, 
provided that such interest income is not effectively connected with a United States trade or business of 
the Non-IJnited States Holder and the Non-United States Holder: 

( I )  does not actually or constructively own 10% or more of the combined voting power of all classes 
of our stock entitled to vote, 

(2) is not, for LJnited States federal income tax puIposes, a controlled foreign corporation related to 
us, achaI[y or constructively, through stock ownership, 

(3)  is riot a bank receiving interest on a loan entered into in the ordinary course of business, and 

(4) either: 

(a) provides a Form W-8BEN (or a suitable substitute form), signed under penalties of 
perjury, that incIudes its name and address and certifies as to its Non-United States Holder 
status in compliance with applicable law and reguIations, or 

(b) holds its Senior Notes through certairi intermediaries aiad satisfies the certification 
requirements of applicable Treasury regulations. 

Special certification and other rules apply to certain partnerships and other pass-through entities. 

I fa  Non-‘I.Jnited States Holder cannot satisfy the “portfolio interest” exemption requirements 
described above, payments of interest made to the holder will be subject to United States federal 
withholding tax at a 30% rate, unless the holder provides us or our paying agent with a properly executed 
( 1 )  IRS Fonn W-8BEN (or a suitable substitute form) claiming an exemption from or reduction in 
withholding under the benefit of an applicable tax treaty or (2) IRS Form W-8ECII (or a suitable 
substitute form) certifyirig that interest paid on a Senior Note is not subject to withholding tax because it 
is effectively connected with the holder’s conduct o fa  trade or business in the United States and is 
includible in the hoIder’s gross income. 

Except to the extent that an applicable treaty provides otherwise, a Non-United States HoIder 
generally will be taxed in the same manner as a United States Holder with respect to interest income that 
is effectively connected with a United States trade or business of the Non-United States Holder. 
Effectively connected interest received by a corporate Non-United States Wokler may also, under certain 
circurnsta~ices, be subject to an additional “branch profits tax” at a 30% rate (or, if applicable, a lower 
treaty rate). 

Sale, Redemption QY Ofher Taxable Disposition ofthe Senioi. Notes 

A Non-United States Holder of a Senior Note generally will not be subject to United States 
federal income tax or withholding tax on any gain realized on the sale, redemption or other taxab[e 
disposition of a Note unless: 
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(1) the gain is effectively connected with a United States trade or business of the Non-United States 
Holder, (and, if required by a tax treaty, the gain is attributable to a permanent establishment 
maintained in the T.Jnited States), in which case the gain geiierally will be taxed in the same 
manner as gain ofaUriited States Holder and may be subject to the branch profits tax described 
above if the Non-lJnited States Holder is a corporation for United States federal income talc 
purposes, or 

(2) in the case o f a  Non-United States Holder who is an individua1, the holder was present in the 
United States for a period or periods aggregating I83 days or more during the taxable year of the 
disposition, and certain other conditions are met, in which case the Non-United States Holder 
will be subject to a flat 30% tax on its United States-sourced net gain, if any, from such Non- 
United States Molder’s sale or disposition of capital assets during the taxable year (unless an 
applicable treaty provides an exemption or a reduced rate). 

Certain United States Federal Estate Tax Considemtions.for Non-Unifed Sfates Molders 

A Senior Note held by an individual who is not a citizen or resident (as defined for TJnited States 
federal estate tax purposes) ofthe United States at the time of death (referred to as a “nonresident 
decedent”) will not be includable in the nonresident decedent’s gross estate for United States federal 
estate tax purposes, provided that the nonresident decedent did not, at the time of death, actually or 
constructively own 10% or more of the combined voting power of all cIasses of our stock entitied to vote, 
and provided that payments with respect to that Senior Note would not have been effectively connected 
with the nonresident decedent’s conduct ofa United States trade or business. 

Informah‘on Reporting and Backup Withholding Tmc 

The amount of interest paid to a Non-BJnited States Holder, regardless of whether any 
withholding was required, and the amount o€any tax withheld with respect to such interest, rriust be 
reported annually to the IRS and the hofder. Copies of the information returns reporting the amount of 
such interest and the amount of any withholding may also be made available to the tax authorities in the 
country in which the Non-United States Holder resides under the provisions of an applicable income tax 
treaty. 

In general, a Non-LJnited States Holder will not be subject to backup withholding with respect to 
payments of interest on a Senior Note, provided that the holder has complied with the certification 
requirements described under ‘Won-IJnited States Holders-Payment of Interest” above and we do not 
have actual knowledge or reason to know that the Holder is a United States person (as defined under the 
Code) that is not an exempt recipient. 

A Non-1Jnited States Holder will. be subject to information reporting and, depending on the 
circumstances, backup withholding with respect to payments of the proceeds ofthe saIe or other 
disposition of a Senior Note within the United States or conducted through certain United States-related 
financial intermediaries, unless the certification requirements described above have been met, and we do 
not have actual knowledge or reason to know that the holder is a United States person (as defined under 
the Code) that is not an exempt recipient, or the Non-United States Holder otherwise establishes an 
exemption. 

Any amounts withheld from a payment to a Non-United States Holder under the backup 
withholding rules will be allowable as a credit against the holder’s United States federa1 income tax 
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liability and may entitle the Non-United States Molder to a refund, provided that the required information 
is timely provided to the IRS. 
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Subject to the terms and conditions of the Purchase Agreement, we have agreed to sell to each of 
the initial purchasers named below and each of the initial purchasers has severally and notjointly agreed 
to purchase fiom us the respective principal amount of Senior Notes set forth opposite its name below: 

Principal Amount 
Initial Purchasers of Senior Notes 

BN? Paribas Securities Corp. 
Credit Suisse Securities PJSA) L,LC 
KeyBanc Capital Markets Inc. 
Fifth Third Securities, Inc. 
NatCity Investments, Inc 

Total 

$97,500,000 
$97,500,000 
$97,500,000 
$ I6,250,000 
$16.250.000 

$3.25900. 000 

In the Purchase Agreement, the initial purchasers have agreed to the terms and conditions to 
purchase all of the Senior Notes offered if any of the Senior Notes are purchased. 

The expenses associated with the offer and sale of the Senior Notes are expected to be 
approximately $270,000. 

In the Purchase Agreement, subject to the conditions contained therein, the initial purchasers 
have agreed to purchase the bonds at a discount from the price indicated on the cover ofthis offering 
memorandum and to resell such bonds initially at the price set forth on the cover page ofthis offering 
memorandum to purchasers as described in this offering memorandum under “Notice to Investors.” 
M e r  the initial offering ofthe bonds, the initial purchasers may from time to time vary the offering price 
and other selling terms without notice. 

The Senior Notes have not been registered under the Securities Act or the securities laws of any 
other jurisdiction. IJnIess they are registered, the Senior Notes may be offered only in transactions that 
are exempt from, or not subject to, the registration requirements of the Securities Act or the securities 
laws of any other applicabIe jurisdiction. Accordingly, the Senior Notes are being offered and sold only 
to “qualified institutional buyers” (as defined in Rule 1448 under the Securities Act) and to non-1J.S. 
persons in offshore transactions in reliance on Resolution S under the Securities Act. 

In addition, until 40 days after the commencement of the offering, an offer or sale of Senior 
Notes within the United States by a broker/dealer (whether or not it is participating in the offering), may 
violate the registration requirements of the Securities Act ifsuch offer or sale is made otherwise than 
pursuant to Rule 144A. 

Prior to this offering, there has been no market for the Senior Notes. Certain initial purchasers 
have advised us that they intend to make a market in the Senior Notes. The initial purchasers will have 
no obligation to make a market in the Senior Notes, however, and may cease market making activities, if 
commenced, at any time. There can be no assurance o fa  secondary market for the Senior Nates, or that 
the Senior Notes may be resold. 

We have agreed to indernniQ the initial purchasers against certain liabilities, or contribute to 
payments that each initial purchaser may be required to make in respect thereof. 

21 



SECTION II 
Application Exhihit-A 
Page 163 of 367 

In connection with the offering, the initial purchaser may purchase and sell the Senior Notes in 
the open market. These transactions may include over-aIiotment and stabilizing transactions and 
purchases eo cover syndicate short positions created in connection with the offering. Stabilizing 
transactions consist of certain bids or purchases for the purposes of preventing or retarding a decline in 
the market price ofthe Senior Notes and syndicate short positions involve the sale by the underwriters of 
a greater number of Senior Notes than they are required to purchase from us in the offering. The initiaI 
purchaser also may impose a penalty bid, whereby selling cgncessions allowed to syndicate members or 
other broker dealers in respect of the securities sold in the offerhg for their account may he reclaimed by 
the syndicate if such Senior Notes aTe repurchased by the syndicate in stabilizing or covering 
transactions. These activities may stabilize, maintain or otherwise affect the market price of the Senior 
Notes, which may be higher than the price that might otherwise prevail in the open marltet; and these 
activities, if commenced, may be discontinued at any time. These transactions may be effected in the 
over-the-counter market or otheiwise. 

Each initial purchaser has agreed that, in relation to each Member State of the European 
Economic Area which has implemented the Prospectus Directive (each, a “Relevant Member State”), 
with effect from and including the date on which the Prospectus Directive is implemented in the Relevant 
Member State (the “Relevant Implenientation Date”), it has not made and will not make an offer of 
Senior Notes to the public in that Relevant Member State prior to the publication o f a  prospectus in 
relation to the Senior Notes which has been approved by the competent authority irk that Relevant 
Member State or, where appropriate, approved in another Relevant Member State and notified to the 
competent authority in that Relevant Member State, all in accordance with the Prospectus Directive, 
except that it may, with effect from and including the Relevant Implementation Date, make an offer of 
Senior Notes to the public in that Relevant Member State at any time: (a) to legal entities which are 
authorized or regulated to operate in the financial markets or, if not so authorized or regulated, whose 
corporate purpose is soIely to invest in securities; (b) to any legal entity which has two or more of (1) an 
average of at least 2.50 employees during the last financial year, (2) a total balance sheet ofmore than 
643,000,000 and (3) an annual net turnover of more than 85O,OOO,OOO, as shown in its last annual or 
consolidated accounts; (c) to fewer than 100 natural or legal persons (other than qualified investors as 
defined in the Prospectus Directive) subject to obfaining the prior consent ofthe manager for any such 
offer; (d) if the denomination per note being offered amounts to at least 6?50,000 or (e) in any other 
circiimslances which do not require the publication by us of a prospectus pursuant to Article 3 ofthe 
Prospectus Directive. For the purposes of this provision, the term “offer of Senior Notes to the public” in 
relation to any Senior Notes in any Relevant Member State means rhe communication in any fonn and by 
any means of sufficient information ofthe terms of the offer and the Senior Notes to be offered so as to 
enable an investor to decide to purchase or subscribe for Senior Notes, as the same may be varied in that 
Relevant Member State by any measure implementing the Prospectus Directive in that Relevant Member 
State and the term “Prospectus Directive” means Directive 2003/71EC and includes any relevant 
implementing measure in each Relevant Member State. 

Each initial purchaser has also agreed that: (i) it has cornplied and will comply with all 
applicable provisions of the Financial Services and Markets Act 2000 (“FSMA”) with respect to anything 
done by it in relation to the Senior Notes in, from or otherwise involving the IJnited Kingdom; (ii) and it 
has only communicated, or caused to be communicated, and will only communicate, or cause to be 
communicated, any invitation or inducement to engage in investment activity (within the meaning of 
Section 21 of the FSMA) received by it in connection with the issue or sale ofthe Senior Notes in 
circumstances in which Section 21 (1) of the FMSA does not apply to us. 
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Some of the initial purchasers or their affiIiates engage in transactions with, and have performed 
services for, us and our affiliates in the ordinary course of business. 

Resane Restrictions 

The distribution of the Senior Notes in Canada is being made only on a private placement basis 
cxempt from the requirement that we prepare and file a prospectus with the securities regulatory 
authorities in each province where trades of Senior Notes are made. Any resale of the Senior Notes in 
Canada must be made under applicable securities laws which will vary depending on the relevant 
jurisdiction, and which may require resales to be made under available statutory exemptions or under a 
discretionary exemption granted by the applicable Canadian securities regulatory authority. Purchasers 
are advised to seek legal advice prior to any resale ofthe Senior Notes. 

By purchasing Senior Notes in Canada and accepting a purchase confirmation a purchaser is 

o 

o 
o 

5 

representing to us and the dealer from whom the purchase confirmation is received that: 
the purchaser is entitled under applicable provincial securities laws to purchase the §enior 
Notes without the benefit of a prospectus qualified under those securities laws, 
where required by law, that the purchaser is purchasing as principal and not as agent, 
the purchaser has reviewed the text above under Resale Restrictions, ancl 
the purchaser acknowledges and consents to the provision of specified information 
concerning its purchase of the Senior Notes to the regulatory authority that by law is entitled 
to collect the infomation. 

Further details concerning the legal authority for this information is available on request. 

Under Ontario securities legislation, certain purchasers who purchase a security oiifered by this 
offering memorandum during the period of distribution will have a statutory right of action for damages, 
or while still the owner of the Senior Notes, for rescission against us in the event that this offering 
memorandum contains a misrepresentation without regard to whether the purchaser relied on the 
misrepresentation. The right of action for damages is exercisable not later than the earlier of 180 days 
from the date the purchaser first had knowiedge of the facts giving rise to the cause of action and three 
years from the date on which payment is made for the Senior Notes. The right of action for rescission is 
exercisable not later than 180 days from the date on which payment is made for the Senior Notes. If a 
purchaser elects to exercise the right of action for rescission, the purchaser will have no right of action 
for damages against us. In no case will the amount recoverable in any action exceed the price at which 
the Senior Notes were offered to the purchaser and if the purchaser is shown to have purcliased the 
securities with knowledge of the misrepresentation, we will have no liability. In the case of m action for 
damages, we will not be liable for all or any portion ofthe damages that are proven to not represent the 
depreciation in value of the Senior Notes as a result of the misrepresentation relied upon. These rights are 
in addition to, and without derogation from, any other rights or remedies available at law to an Ontario 
purchaser. The foregoing is a summary of the rights available to an Ontario purchaser. Ontario 
purchasers should refer to the complete text of the relevant statutory provisions. 
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All of our directors and officers as weli as the experts named herein may be located outside of 
Canada and, as a resuk, it may not be possible for Canadian purchasers to eEect service of process within 
Canada upon us or those persons. All or a substantial portion of our assets and the assets ofthosc 
persons may be located outside of Canada and, as a result, it may not be possible to satisfy a judgment 
against us or those persons in Canada or to enforce ajudgment obtaiiied in Canadian courts against us or 
those persons outside of Canada. 

‘ 

Taxation and ~~~~~~~~~~ for Hnvestawient 

Canadian purchasers of Senior Notes should consult their own legal and tax advisors with respect 
to the tax consequences of an investment in the Senior Notes in their particular circumstances and about 
the eligibility of the Senior Notes for jnvestment by the purchaser under relevant Canadian legislation. 

Jeffrey D. Cross or Thomas 6. Berkemeyer, Deputy General Counsel and Associate General 
Counsel, respectively, of American Electn‘c Power Service Corporation, our service company affiliate, 
will issue an opinion about the legality of the Senior Notes for us. Dewey Ballantine LEP, New York, 
NY will issue an opinion for the initial purchasers. From time to time, Dewey Ballantine LLP acts as 
counsel to our affiliates for some matters. 

The financial statements and the related financial statement schedule incorporated by reference 
in this Offering Memorandum from Kentucky Power Company’s Annual Repofl. on Form 10-K for the 
year ended December 31,2006 have been audited by Deloitte & Touche LLP, an independent registered 
public accounting firm, as stated in their reports incorporated herein by reference (which reports express 
an unqualified opinion and, as to the report related to the financial statements, includes an expIanatory 
paragraph concerning the adoption of new accounting pronouncements in 2004 and 2006). 
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Condensed Statements of Chmgcs in C h m o n  Shareholder's EquiEy md 
Comprehensive Incpme (Loss) - IJnaeadikd 

KPCO-2 

Condensed Balance Sheets -- Unaudited QCO-3 

Condensed Statements of Cash Plow - UnaucEited . KPCO-5 



SECTION II 
Application Exhibit-A 
Page 168 of 367 

AEP or Parent 
AlEP Consolidated 
AEI? Credit 

Am Eesk companies 
AEP System or the System 

AEP System Power Pool OF 

AEP West companies 
AEPSC 

AEP Power Pool 

AW 
APCO 
mo 
CAA 
CSRCO 
csw 
EITF 
FASB 
Fedml EPA 
FERC 
FDJ 
PBN 46 

GAAP 
IRS 
i&M 
KPCO 
€PSC 
kV 
MTM 
wrvv 
CPCC 
OPCo 
FJM 
PSO 
PUCT 
Risk Management Contmch 

RTQ) 
SEC 
SECA 
SFAS 

SFAS 7 I 

SFAS 133 

SFAS 157 

American Electric Power Company, Enc. 
AlEg and its majority owned consolidafed subsidiaries and consolidated affiliates. 
AEP Credit, Inc., if subsidiary of PbEP which Edctors accounts remivable mdl acmed utility 

revenues for afltiliated domestic electric utility companies. 
APCos CSPCO, T & i ,  KPCo and OPeO. 
Americ;en.Elect~i.o Power System, an integrated electric utility system, owned and operated by 

A E Y s  electric utility subsidiaries, 
Members ore N C o ,  CSPCo, I&MI, I(;pca and 0x0. The Pool shares the generation, cost of 

genm’on and resultant wholesale off-system sales ofthe memba companies, 
BSO, SWEPCo, TCC a d  TNC. 
h m i w  Electric Power Service Corporation, a service subsidiarjr providing management and 

Admi&ntive Law Judge. 
Appdachian Power Company, an BEP elect& uW-y subsidiary. 
Asset Retirement Obligations. 
Clem Ah- Ace. 
Columbus Southern Power Company, m AEP eleclcic ublity subsirliary. 
Cm$BI and South West Corporation, 8 subsidiary of AEP (Effwtive Jnnuary 21,2003, the legal 

Financial Accounting SmM Board’s Emerging issue Task Force. 
Financial Accounting S f a n W  Board. 
United Stabs Environmental Protection Agmcy. 
Federal Energy Regulatory C o r n h i o n .  
FMS Ieteqxetation NIP, 
FBI $8, ‘‘Accounting for Unceflahty in Income Taxes” mrP FASB Staff Position FIN 48-1 

“Definition of Sefflemetzt in FASB Interprebeiola No. 48,” 
A c c Q w ~ ~ ~ ~  Pxincipks GwersIly Accepted i i ~  the United Skies of America. 
Entemai Revenue Sewice. 
Indiana Michigan Power Company7 ;an ABP electric virility subsidiary. 
Kentucly Bower Compmy, rn AEP ele&c utility subsidiary. 
Keneucky Public Service Commission. 
WIovola. 
Mark-to-Market. 
Megawm. 
b3OfpQrCidon Commission afthe State of O!dahoma. 
Ohio Power Company, an AEP e1ecti-k ula’lky subsidiary. 
Pemsylvarnia -New Jersey - M q k m d  regional barmnission organization. 
h b l i c  Service Company of Qklahoma,  BE^ AEP electria: utility subsidiary. 
Public Utility Cornmission of Texas. 
Tm&g and nontmdiing derivatives, inchding those derivatives designated m cash flow and faair 

Regional Tmxmission Org&tion. 
Wnieed States Securities and Exchange Com*ssion. 
Seams Elidnation Cost A l l ~ ~ ~ t i o ~ .  
Statement of Financial Accounting Sean&& issued by the Financia1 Accounting Standards 

Statement of Financial Accounting Standarcas No. 71, “Accamting for ffie BEefects of C e ~ n  

Statement of Financial Accounting Standards NO. 133, “AccooPmting for Derivative I n s m e n &  

Statement ofFiemcial Accounting Standards No. 157, “Fair Value h%&as~~cmmts.” 

professiooal services to AEP md ib subsidiaries. 

me. ofCenhdl and South West Chporation was changed to AEP Utilities, hc.). 

value hedges. 

Board. 

Types ofRegula6on.” 

aad Hedging Activities.” 

KPCo-i 



Term 

SFAS 158 

SFAS 159 

SM 
TCC 
mc 
‘kmsmission Equalizaeioe 
Agreement 

-Wtik;ty Money FooI 
V@ 
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Statement o f  Pbancial AccounOing Standards No. 158, ‘‘Employers’ Accoun6ag for D e h e d  

Statement of Fi.nancial Accounting Stmdards No. 159, ‘The Fair ‘Value Option for Financial 

System Integration Apemen!. 
A B  Texas Centra! Company, an AEP electric utility smbsidiiiary. 
MI, TexasNorth Company, 
Tm’ss ionn FE%ization Agreement by and among MCo,  CSFCo, I&M, IGCo and OPCo 

with AEPSC as agent, promoting the dlocslion ofthe cost oEownm& and operation 
ofthe trmsinksion sydern in proportion to their demand ratios. 

Benefit Pensian and Other Posteetirement  plan^.'^ 

Assees md Financial Ehbbilities.” 

A.EP electric utility subsihaxy. 

ABP Sys$m’s Udlity Money P o d  
‘Value at %SIC, a method to quantify risk exporn. 
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Three M ~ g a t h  Ended 
2007 2006 

- mmNuEs e 

Electric Generation, Transmission and Diskeibution I $ 123J80 $ 128,074 
Sales to AEP Affiliales 11,162 14,109 
Other 
TOTAL 

88 
144,530 

120 
135,303 

c._____l__ 

... 

l.3XPISlV$I%$ _=. 

Fuel and Other ConSumab1t.s Used fir Electric Generafton 4,121 31,790 
Wrrchased Electricity for Resale 
Purchased Elecbiicity from AEP Affiliates 
Other Operation 
Maintenance 
Depreciation and Amoltizatiora 
Taxes 0th Than Tmorne Taxes 
TOTAIL 

3,457 1,991 
43,5713 50,923 
314,632 13,717 
10,337 9,293 
11,730 1 1,593 

12m328 121,749 
2,973 2,442 - 

E 263$766 $ 258,694 
24,623 28,077 

237 379 
288,626 207,150 

78,425 75,756 
6,762 2,964- 

86,835 100,449 
30,518 2’3,443 
18,547 16,434 
23,526 23,072 
5,746 ~a 

250,389 25 1,012 

38,237 36,078 
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DECEMBER S 1 , Z ~ ~  

Common Stack Dividends 
TOTAL 

StWk TO'ZIU 

!$ 50,450 $ 208,750 S 88,864 S (223) .$ 347,841 

FN 48 Adoption, Net oP'Tax 
Common Stock Dividnds 
TOTAL 

('786) 
03,999) 

358,866 
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Cash and Cash EquivafeDb $ 466 $ 

Accounts Receivable: 
Cllstorners 
Affiliated Companies 
A m i e d  UribilIed Revenues 
Misceillaneons 
IUlowavlce fir Uncdlecdble AccowQ 

Total Accounts Receivable 
Fuel 
Materials and Supplies 
njsk Management Asscb 
Prepayments mQ Other 
TOTAL 

21,161 
10,673 
4,157 

285 
(289) 

35,987 - 

702 

313,112 
10,540 
3,602 
'327 
(227) 

44,354 
- 

19207 16.070 
L0,777 
22,350 
3343 

9 2 p o  
-- 

480,66 1 
401,889 
488,243 
10,623 
2 1,805 

1,453,221 
-- 

442,548 .442;772 -_ 1,0 10,673 J 

47a,955 
394,419 
48 1,083 

6I,OLtS) 
29,564 

1 sr65.I 33 
--- 

OTEifER NONCURRENT .%%E= 
L__i_II_ -- - Reguulabry Assets 136,646 136,139 

48,944 Deferred ChEarges end 0th~ --- 
198,566 20625 TOTAH, I___-- - 

TOTAL ASSETS $ 1,3D2,469 S 4330,565 

See Condemedi'~oees 60 ColidenseLBFim1cid Stafemenfs. 

Long-term Risk Management Assets 17,552 2 1,282 

P 



SECTION II 
Application Exhibit-A 
Page 173 of 367 

Long-term Debt-Nonaffiliakd 
hng-term Debt - Affiliated 
]Long-term Risk Management Liabilities 
Deferred Income Taxes 
Regulatory Liabilities md DeFerhedf Investment TEt CE&& 
Deferred Credits and Other 
TOTAL 

Cohnmitknents and Contingencies (Note 4) 

Camon Stock - $50 Pax Value Per Share:: 
A ~ t h ~ i ~ e d -  2,0OO,O(x1 S ~ E S  
OUt&dkg - 1,059,000 Shms 

Paid-in Capital 
ReDailned Bamlngs 
Accumulated Other Comprehensive i[ncame (LQSS) 
TOTAL 

$ 29,719 $ 3 0,63 6 

24,090 3 1,490 
16,128 23,658 

322,549 322,048 

17,269 16,095 
19.160 18.475 

12,7!7 20,OOI 

28;6%0 26J53 
- 470,252 489,006 

104,968 104,920 
2o,oo(B 20,005 
12,093 15,426 

241,297 24.2, I 34 
47,769 49,109 

-- 26,518 - 201320 
452,645 p__ 451,90& 

922,897 940,914 

50,450 50,450 
205,750 208,7SQ 

IP5,555 108,899 
-. 4,817 1,552 

379,572 369,651 

s, 1,302,469 5; B,310,565 
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- _I_ (3,546) (1,993) 
37,533 48,596 

(27,771 } (34,laSS) 
369 477 

1 Q3,YEI) 
-- 

(9 17) 3r4951 
(40,000) 
(660) 

s 14,388 S 14,543 
321 185 
394 435 

3,419 4,s2 
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1 ,  Significant Accounting Matters 

2. New Accounanting Pronouncements 

3. Rate Matters 

4, Compnimens, Guarantees and Contingencies 

5.  BenefitPlaras 

6.  InconneTmes 

7. Fiamcing Activities 
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The accompanying unaudited condensed financial statmenb arad footnotes were preppafed in accordance with 
accounting pPihlcipIes genemlliy accepted in the United States o f  America (GAXP) for interim R m c i a l  i domt ion .  
Accordingly, they do not include alg the h f o m a ~ o n  md ~QO~TIO~M required by GAAP for complete fmmcial 
statements. 

In the opinion of management, the uaudited interim financial stzibements reflect dl nomd rand awlrPPing a d s  and 
adjushents necessary for a fair presentation of the results of operations, f m c i a l  position and cash flows for the 
interim pedods. The aesuh of operations for the six m o n k  ended Jme 30,2007 are mot necessmily indicative of 
results that m y  be expected for the year ending December 31, 2007. "be accompmyhg condensed financial 
statements are maudifed md sfaoulld be r e d  in conjunction with the audited 2006 fmmcial statements and notes 
aeaeto, which me included ia KPCo's 2006 Annual Report BS fiXed with the SEC on February 28,2007. 

h general, IQCo S ~ G O C ~ S  expenses upon i-ceceipt of purchased ehtricity and when expenses we incurred. The 
eanrdzeoi MTM amounts are deferred as reag&tory assets (for lasses) and iegerlatory liabilities (for gains). 

IPCa recogaizes revenues and expenses fi-~m wholesale mapkehg md risk management bansactions that are Roe 
derivatives upon delivery of the COSXIEIO&~. IQCs uses M'FkJ4 accowating for wlhollesale mkeaing and risk 
management kmsacalons that are deaivatives unless the derivative is designated in a quali@bg cash glow or fair vdue 
hedge wlationsbip, OF as B no& purchase or sale. The wealized md realized gains and lasses on wholesale 
marketing and .risk management wansactiow &at axe accounted for using M'FEv% are included in revenues in the 
hinancial statements OB B net basis. The tansealizd M W  amomts are defemd 8s regdaFoPy assets (for bsses) md 
regdatory liabilities (far gains). Umediz&?d MTM gains and losses are included on the balance sheets as fisk 
Management &sets 06 Eizbifities as appropriate. 
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Certain v&oPesale d c e t i a g  and rid: management tmxactiolas am designated hedges of firerre cash flows a a 
result of forecasted fm.n.sactiom, a ffiime cash flow (ash flow hedge) OF a hedge of a recogeized asset, liability or 
firm commitmeat (fair value hedge). The gains or ‘losses on rfehivaeives ClesSipatedi BS fair vsnlue hedges are 
aecopgYli;i;d in revenues in the financial statemats In the period of chmge together with &e offsetting losses or gains 
on the hedged item attributable to the aisb being hedged. For derivatives designated as cash flow hedges, the 
effective podon of the derivative’s gain 01: loss is .%tially repjrtcd as a component of Accmnlated Ot.her 
Comprehensive hrame (Loss) and, depending upon &e specific matme of the risk being hedged, subsequently 
reclassified into revenues of fuel expemw in the financial 5tatemat.s Q J ~ G I I  the E~recasted transaction is realized and 
affects eamirzgs. KPCo defeps the heE-stive portion as regulatory assets (for losses) and replatory IiiabiGties (for 
gains). 

C O ~ ~ ~ O ~ Q B &  ofA~c&malated O ~ ~ E R  Coraapuehsm&g Bmome {Lms) (ASCI) 

AOCI-is included on the balance sheets jp tbe common shareho’lder’s qtuty.sectiona. AQCH for KPCo as of Juge 30, 
2007 mnd December 31,2006 is shown in the followiog table. 

Jane 30, Deccwnheip 31, 
-- 2og7 , % O M  

__p_ 
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SFAS 157 is effective for interim and a m i d  periods in fiscal years beghiiag after November IS, 2007. 
Mmzigemeat expects ahat the adoption ofthis standard will impact M”M valuatioras ofcerbin conmcts, but iS w b l e  
to qutmtify the effect. Although the stateemant i s  applied. prospectively upon adoption, the effect of certain 
fsanasactions is ~pplierl retrospectively as of the beginning of. the fiscal y~ of application, with Q cumdative eEecr 
adjustment Eo &e agsproprhfe bdmce sheet items. MpCo will adopt SPAS 8 5 7  eiifeckhe Jmuary 1,2003. 

]in June 2007, the FMB mntified ‘&e EUF comensw on &e trcsrherat of income tax benefits of dividends on employee 
shambased coe7yesas;biiora. The. issue is bow a compmy should recognpiZe the Income !ax benefit received on 
&vidends that are paid to employees holding equiegr-slassified nonvested shares, quify-cIassifid noravestd shape 
units, or equity-clwifid outstanding share options ayld charged to relabed e h g s  under SPAS 123$ “Share-Baed 
Payments.” Under EITF 04-1 1 , a 4 ize .d  income tax benefit from dividends or dividend equivdents &hat are charged 
lo rehhed e d g s  and are paid to ernpbyees for sqtuiByc%assified noraveSed equity shares, noaveesred equity s h m  
m*ts, and ou$tm&mg equity share optiom should be recognized as m increase to additional paid-& capital. 

BIiW 06-1 1 will ?x applied prospectively to the income 
based payment awa& &at aae declared 
the adoption ofthis strandslld will have a?l immaterial 
effective Jmuahgr 8,2008. 

tmefits offividencls on equityy-classified employee share- 
fi5cd years beginning after September 15,2007. Management expects that 

on elne fimcial staternmb. KPCo will adopt Em 06-1.1 

KPCo-9 
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Ea April 2007, the FASB issued FJN 39-1. It wends FASB Interpretation No. 39, “C?Rsetling of Amoxmts Relateed to 
Certain Cau&acts” by replacing tHe iateq~tetaGon’s definition o f  contmcts with ‘&e defirsition of derivative 
imtmnents per SFAS 133. It also r q u k s  entities k t  offset fair values of derivatives wiib the same piarty mder a 
netting agmxcirnt to also net the fair values (or approximate fair values) of related cash colMerd. %e eatities m ~ s t  
discfose whether or not they o%et f& values of derivatives and d a t e d  cash collateral and amounts 6ecogaia;ed fori 
cash collateral payabh and receivables rat the end oft%& rcpodng perk& 

PlN 39-1 is effective for k c a l  years beginning after November 85, 2007: Managememt expects &.is slandahd to 
change the method of netting certain balance sheet m~~mts but is umbk to quanti@ else efKect. It requires 
retrospective application as a change in acconnhg principle for all periods pscsmted. KPCO will adopt FIN 33-1 
effective .January 1,2008. 

The FASB’s seduldmd-seebiag process is ongoing md until new standards have Been finalked aod issued by PASB, 
management c m o t  determine thae hpszce on the reporting of opaaeiorps and hmcial position that may result from 
m y  such fkh-e changes. The F M B  is cmendy worlhg on several projects including business combimtioaq 
mmme recogailion, liabilities and equity, derivatives cliscloswes, emission allovdmces, leases, hs~rmce~ subsequeot 
evem and rdsrtd m impacts. Mmcsgemeat a k ~  expeck to see more FASB project5 m SI result of hi desire to 
converge International Accounting Stmdarsls with GAM. The laltimate psonomcmen& resulting from these and 
future projects could h v e  an impact OR fitwe sesPaPh of opesations m d  fmmacial position. 
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o ~ e r s  zaSe them, Preseatly AEP is collecthg &e W cost of those facilities fnom its retd customers with the 
exception ofhdiana and Michigan customers. As a result ofahls order, the ABP Bast companies' customers will also 
be charged a shae ofthe cost of future new 500 kV and higher voltage btansmissioea facilities built kt F M ,  most of 
which are expect& to be upgrades of the facilities in other zones of PW. The East companies will need to 
&t& redatory approvals for recovery QF my costs of new facilities that me assigaed to 'theilia as a TeSuh Qf this 
orden; if upfield. h s  requested re&axing oftbhis order. Management c m o t  estbate at this time what eRect, if 
my, this order will have on their future cons$lactioa OF new east $eLMsrazission facilities, resdts QE operatioar;, cash 
flaws md fminncial condition. 

The MP East compm,ies presedy recover from retail ciastomesx approxipnL?tely 65% of &e host T&Q/SECA. 
transmission revenues of$1%8 d i o r n  a yea. 

SECA Revenue Sfibiect do R e b d  

%he ABP Ease companies ceased colbcthg T&O revenues h accordaElce with E R C  O ~ S ,  and collected SECA 
rates to mitigate the loss of T&(P revenues h m  December I ,  2004 though March 31, 2006, when SECA rates 
expired. Intervenors objected to the SECA rztes, d s h g  VGOW issues. As a result, the FEN! see SECA rate issues 
for hearing and ordered that the SECA rate revenues be collected, subject Eo refund or surcharge. The: h t  
companies paid SECA rates to oeher utilities at considerably lesser arnowts collected. If a sehd is ordered, &e 
AEP East companies wodd also receive refunds rekited to the SECA rates they paid to third parties. %e AEP East 
companies recognized gross SECA revenues of$220 rni8lion. % ~ C . ' Q ~ S  portion ofrecognized goss SECA E ~ V ~ W S  is 
$117 nabillion. Approxiraaa'rely $19 million of these recoded SECA Hevenues baled by y?M were noU collected. n e  
fil? East compdes Hd a 1 ~ l 0 i - i ~ ~  with the FlElEiC to force p a p e n t  of these: uncollected SECA b w g s .  

Eu August 2006, a FERC iUJ issued an Gnitial decision, fmahing that &e mte design for the recovery of SECA charges 
was flnvaed and that a large portioa ~ f t h e  "l~stt revenues" reflected h the SECA rata was not recovemble. The ALT 
fowd b t  the SECA mtes charged were mljust md eljs-bpy. asd that new compSimce 5 h g s  mid r e h &  
~ h ~ ~ d d  '&e mde. The M J  also fo'oumd that &e unpaid SECA rates must be paid iE1 the recommended reddud  m n t .  

Slinzce the implementation of SECA rates h Demmbar 2004, Pihe ,lblEjtD East compmies recorded approxbmtdy $220 
d i m  o f  gross SECA revenues, subject EO rebld h 2006, the AEP WL compmies provided reserves of $37 
d l b n  im net r e h d s  for ament md %hare SECA settlements with all ~f MP's SECA c~astomms. KPCB~S podon 
of the xesme is $3 d l l ioa  azle AEP East compmks reached settlemenki u d h  certain SECA swbmers related to 
approxhateliy $69 million of such revenues' for a nett refmd of $3 cnilld~~. The AEP" East wrnpauim aye .in the 
process of cornp!ehg ~ V J Q  seMlements-in-pllin~~~le QD m additional $36 million QF SECA revenues md expect $0 
make net refunds of $4 ranilIion when those setdganents are apprwed Thus, compteted and in-process settlemen@ 
CQVW $105 williopa of SECA aevenues and vhlk w m u e  about $7 9aiklian of the reserves for r ehds ,  leaving 
approximately $1 15 noilb~ra of contested SECA reveaua and $30 million of refmd reserva. E the U ' s  initial 
decision were upheld ia its entirety, it wowlld $4sdIow appscpxhakly $90 rd l ioa  of tbe A H  East campmies' 
remainhg $115 d l h n  of unsettkxl gross SECA mvemes. Based OD recent settlement experience and &e 
expectation that most of the $1 15 ~ ~ i i l f i ~ n  of unsettled SECA meawes will be settled, managemaat believes &sa$ the 
senmining reserve ~ 3 1  be adequate. 

h September 2006, AEP, together with Exelon Corporation land The Daytola Bower and Light Company, fded rn 
externbe post-hearhg brief anand repry brief noting excepPiom to the W ' s  igbiaial decision and asking the PER@ to 
reverse the decision in large part. Management believes that the PERC ~ R ~ u l d  reject the initial decision because it 
coa8psadic8s prior related FER&: decisions, which we presently subject to rehearing. Fu.rtkwmoE, mmiaegemmt 
believes the a w ' s  frtadings on E c g  issues,are largely without me& As directed by the E R G ,  mmagernmt is 
working to settle tbe remining $1 115 million of weetied revenues witbin the remaining reserve bralance. Althougla 
management believes it has meritorious mgmenG and cm settle with the remahing customers within the mowt 
provided, management r m o e  predict the ultimte outcome of ~ngoirag settlemenat MG and, if necessary, any & h e  
FERC proceedings or corn appeals. If the FER@ adop?-s the f W ' s  decision andox AB? cannot seePlc a significant 
portion of &e remining unsettled claims w i t h  the mount provided, it wilI have 511a. adverse effect on fitwe results 
O f  O~el&QXE aTld CaSh fl0WS. 
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~ ~ ~ ~ ~ ~ 2 ~ ~ ~ ~ ~ ~ ~ s  ami Other Gmmmfees 

Conimcts 

KPCo enters into certain types of conlmAs which requke infaemifidom. T9ically Ihae  cosltracts include, but are 
not limited to, sale agreements, lease agceerneDts, purchase agreemeats and fi~iamchg agreemeats. Geaenilly, these 
agreements may include, but. are not limited to, inzckhfications around certain tax, cona&achuSlt and enviromental 
matters. With mspect to sale ageemem&, exposure generally dnes not exceed the sale price. Psior to June: 30,2007 
m C o  entered into sde agreements including indemnifications with a mhmm exposure that was not slpii3cant. 
There are no materid liabiIities secorded for my iudem&ica~oras. 

KPCo, dong with &e other AI3 East conazpanaies, PSQ md SWFCq xe jointly and sevemDy liable for activity 
corilducted by AEPSC on behdf of the AEP compmies, PSO a d  SWEPCo related to power pmhasc md sale 
activity conducted plnrsuiane to the S a .  

*Musfep. Uplerasiptlr &erne 

KPCO leases certain equipment under 8 master opaa’rbg leasa. Under the Bmse cagxement, the lessor is ganrmteedi to 
receive up to 87% ofthe mmortized balance ofthe squipmt at the end ofthe lease tern. Etbe fair m d e t  vdue of 
the leased equipment is below the unamortized balmce at &e end of the lease tern, KPCO h s  committed to PRY the 
difference between the f ~ r  mket  vdue md the i1mortized balance, wiTh the total g w t e e  not to exceed 87% of 
&e warmortized balance. At June 30,2007, lhle &mum potential 10s for these lease agreements assuming the fbir 
market vahe ofthe equipment is zero at the end afthe lease: tern is $2 million. 



SECTION II 
Application Exhibit-A 
Page 184 of 367 

li 16 114 52 SO 
(167) (866) (52) (46) 

14 14 
29 39 6 10 

$ 25 $ , 3: $ , ,  41, ,$ 42 qs_c___ P 

cL___ 



SECTION I I  
Application Exhibit-A 
Page 185 of 367 

I@Co jobs iua the filing of a consolidated federal income  ea^ rehurt with its affiliates in the AH? System The 
allocation ofthe AEP System's current consolidated federal income ~ U C  to tbe AEP System companies allocates &e 
benefit of cment t u  losses eo tbe mj? System companies gh6np rise to such losses h~ deteminhg t.l.~leih. current 
expense. The &as bene€% ofthe Parent is al8ocated to its subsididas with taxable inmame. With the exception oftbe 
loss ofehe Parent' the method of allocation approximates a separate retrm result for each cornpanay in the consolidated 
LTOUP. 

KPCo dso files income ~ U K  returns in varioiis state and locd jurisdictions. With few exceptions, K.PC0 md othsrk 
AE!P subsidiaries are no longer subject to 1J.S. fedmi, state and local income tax exminations by tax authorities for 
yeas before 2QOO. The saad oth-taxing auehoritiies rouhely examine the (ax retwm. Management believes that 
KPCo and other AEIP subsidiaries have fiIed tax E ~ ~ U I X S  with positions that may be challenged by &e tax alaelaosities. 
U C o  and other AEP subsiclinrjies a e  c.menrtlly mdm examination in sevemI state and local jurisdictiopls. However, 
management does not believe that the uleirnnte resolution of these audits will materially impact results ofopemtions. 

The AEP System settled &tb the R S  on adl issues firom h e  audits of consolidated feded hcowe bx re'mms for yem 
prior to 1997. The WEP System effixtively settled d ontsseitncding proposed IRS adjustments ~ Q P  yexs 1997 I ~ Q W &  
1999 an8 through June 2000 for &e CSW pw-merger tax piiodl and anticipates payment for &e agreed adjustments to 
OCCUF dmhg 2 0 7 .  Relvm for &e yem 2000 thro~gh 2005 we pesedly bekg audited by &e W and management 
anthipates that she audit of&e 20410 thugh 2aO3 years v d l  &e completed by &e end of2007. 
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American Electric Power 
1 Rivsrsido Plaza 
Columbus, OH 43215 
AEP.com 

November 24,2008 

Commonwealth of Keniucky 
Public Service Commissiou. 
21 I Sower Boulevard 
P.O. Box 615 
FEK~&o$ KY 40602-061 5 

Please find enclosed October 2008 Financial Report pages for ICenb..~cIcy Power Comp~i~~y 
consisting ofthe following: 

P a J a  Description 
1 Income Statement 

2 Balance Sheet - Assets & Othei- Debits 

3 ' Balance Sheet - Liabilities & Otlier. Credits 

4~ Statement of Retained Earnings 

5 Deferred Credits 

6-7 Detdils of  Operating Revenues 

8 QperalLng Expenses - Functional Expenses 

9-1 (9 Detail Statement o f  Taxes 

11-12 Electric Property & Accun Prov for Depr & Amz-tz 

Sincerely, 

Mioderick 41. G i a n  
Manager of Regulated Accounting 

E~closure 
Cc: Errol Wagner (wlpages) 

Kahy Potr-s 
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December 19,2003 

Commonwealth of Kentucky 
Public Service C o d s s i o n  
21 1 Sower Boulevard 
P.0. Box 615 
EranMort, KY 40602-06 I 5 

American Electric Power 
1 Riverside Plaza 
Columbus, OH 13215 
AEP.corn 

Please fmd enclosed November 2008 Fhmcid Report pages for Kenlucky Power 
Cbmpany consisting of the foulowing: 

Page Nos. Description 
1 Income Statement 

2 Balmce Sheet - Assets & Other Debits 

3 Balance Sheet - Liabifities 8r; Other Credits 

4. Statement of Refabed Eambigs 

5 Deferled Cre@ts 

6-7 Details of Operating Revenues 

8 Operating Expenses - Functional Expenses 

9-10 Detail Statement of Tares 

11-12 Electric Property (& Accurn Prov for Depr & Amrtz 

- Aidrea M. WaLlace 
A.dminstrator .-Regdated Accoumtiug 

Enclosure 
Cc: Errol Wagner (w/pages) 

Kathy PoXs 
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Ametican Electric-Power 
7 Riverside Plaza 
Columbus, ON 43215 
AEPcom 

January 16,2009 

Commonwealth of Kentucky 
Public Service Commission 

P.O. Box 615 
. 21 1 Sower Boulevard 

FEX&~O&, ICY 40602-061 5 

Please find enclosed Decembei- 2008 Financial Repoi$ pages for Kentucky Power. 
CoInpany consisting of the following: 

Page Nos. 
1 

2 

3 

4 

5 

6-7 

8 

9-10 

11-12 

SincereIy, 

Description 
Income Siatement 

BaIance Sheet - Assets 8~ Other Debits 

Balance Sheet - Liabilities & Other Credits 

Statement of Retained Eaknings 

Deferred Credits 

Details of Operatirig Revenues 

Operating Expenses - Fmctio~~d Expenses 

Detail Statekent of Taxes 

Electric, Property & Accwn Prov for Deps & Amrtz 

Andrea M. Wallace 
Achinistaator -Regulated Accouniing 

Enclosure 
&IC: E n d  Wagner (w/pages) 

Rath? Potts 
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February le, 2009 

Commonwealth of Kentucky 
Public Service @ommission 
21 1 Sower Boulevard 
P.0. Box 615 
Frddort, ICY 40602-061 5 

American Electric Power 
1 Riverside Plaza 
Columbus, DH 43215 
AEP.com 

Please &d enclosed January 2009 Fhmcid Report pages for ICenkcky Power Coinpauy 
consisting of the Eollowing: 

Page Nos. Descxiption 
1 hcome Statement 

2 Balance Sheet -- Ass& & Otter Debits 

3 Bdahc;e Sheet .- Liabilities & Other Credits 

4 Statement of Retained Earnings 

5 DeCened Credits 

6-7 

8 

9-10 

Details of Operating Revenues 

Operating Expenses - Functional Expenses 

Detail Statement of Taxes 

11 -12 Electric Property 62 Accm Prov for Depa: & h t z  

’ Sincerely, 

Andrea &flu M. Wallace 

Administrator -ReguIaled Accounting 

AMW/lck 

Enclosye 
Cc: Errol Wagner (w/pages) 

Kathy Pot?s 
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Mach 24,2009 

Cornonweal& of ICenRrcky 
Public Sewice Commission 
2 I I Sower Bodevxd 
P.O. Box 615 
Frankfort, ICY 40602-0615 

American Electric Power 
1 Riversido Plaza 
Columbus, OH 43215-7373 
AEPmm 

Jd 6 4 ~  JA igq 
Please find enclosed Mix& 2009 Financial Report pages for K.entercky Power Compmy 
consisting of the following: 

Ifgage Nos. Description 
1 Income Statement 

2 

3 

Balance Sheet - Assets 8c Other Debits 

Bdance Sheet - Liabilities & Other Credits 

4 Statement of Retained Eanaings 

6-7 Details of Operatirag Revenues 

a Operating Expenses - Functional Expenses 

9-10 Detail Statement of Taxes 

11-12 Electric Property & A c c m  FXOV for Depr & A&z 

Andrea M. Wallace 
Administrator -Regulated Accounting 

Enclosure 
Cc: ExroB Wagper (w/pages> 

Kathy Pofts 
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American Electric Power 
I Aiversidr? Plaza 
Columbus, OH 43215 
AEP.corn 

April 28,2009 

Comaaornwedtb. of 1K.entUcky 
Public Service Corplmission 
28 1 sower Bodevaid 
P.O. Box 615 
Frankfort, I<.V 40602-0615 

Please find enclosed March 2009 Financial Report pages for Kentucky Power Company 
consisting ofthe foUowhg: 

Descriptiora 
I h o m e  Statement 

2 Balance Sheet - Assets 8c Other D e b h  

3 Balance Sheet - Liabilities & Other Credits 

4 Statement o f  Retained E a ~ n h g ~  

5 Deferred Credits 

6-7 

8 

Details of Operating Revenues 

Operating Expenses - Functional Expenses 

9-10 Detail Statement of Taxes 

11-12 EZecb3c Proper& ~'k Accum PTQV for D e p  & hmrlz 

Sincerely, 

Andrea M. Wallace 
Administrator -Regulated A~Counting 

EDclosure 
Cc: Enol Wagner (wfpages) 

K.athy Potts 
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American Electric Power 
1 Riversida Plaza 
Columbus, OH 43215 
AERcom 

May 20,2009 

Commonweal.th of Kentucky 
Public Service Commission . 
21 I Sower ]Boulevard 
P.0. Box 61s 
Frankfort, ICY 40602-0615 

Please find enclosed April 2009 Financial Repart pages for T<entucky Power Company 
consistiePg ofthe following: 

Page Nos. Description 
3 Income Statement 

2 Balmce Sheet - Assets & Other Debits 

3 Balance Sheet - Liabilities & Other Credits 

4 Statement of Retained Earnings 

5 Deferred Credits 

6-7 Details of Operating Revenues 

0 0 Operating Expenses .- Functional Expenses 

9-10 Detail Statement of Taxes 

Sincerely, n 

Andrea h/h. Wallace 
AdaninisQator -Regulated Accountjug 

A i i l l c k  

Enclosure 
Cc:Erroil Wagncr(vu‘pages) 

Kathy Xpotts 
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American Electric Power 
1 Riverside Plaza 
Columbus, OH 43215 
AEPmrn 

June 17,2009 

Commonwealth of Regtucky 
Public Service C o d s s i o n  
21 I Sower Boidevard 
P.0. Box 615 
F r m i r t ,  KIT 40602-061 5 

Please find enclosed May 2009 Fimncial Report pages for Kentclcky Power Company 
consisting of the following: 

Page Nos, Description 
]I Income Statement 

2 Balance Sheet - Assets & Of%er Debits 

3 Bdance Sheet -. Liabilities & Other Credits 

4 Statement o f  Retained Earnings 

5 .  Deferred Credits 

6-7 Details of Operating Revenues 

8 Operating Expenses '- FmctionaI Expenses 

9-10 Detail Statement of Taxes 

11-12 Electric Property 6% Accmn Prov for Depr &: hmrtz 

Andrea iV. Wallace 
ArlmiGslxator -Regulated Accounting 

Ellclosure 
Cc: Errol Wagner (w/pages) 

Kathy Patts 
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American Electric Power 
1 Riverside Plaza 
Columbus, OH 43219.2373 
AEEcom 

July 22,2009 

Commonwealth o f  Kentucky 
Prlbilic Service Commksion 
2 1 1 Sower Boulevard 
P.O. Box 615 
Frddart ,  KY 40602-061.5 

Please fmd enclosed Juae 2009 Financial Report pages for Kentucky Power Company 
consistjng of the following: 

Page P.Tos. Description 
1 hcome Statement 

2 Balance Sheet- Assets & Other Debits 

3 Balance Sheet - Li&ilities & CPtlies Credits 

4* Statement of Retained E d g s  

5 Defeued Credits 

6-7 

8 

Details of Operating Revenues 

Operating Expenses - Functional Expenses 

9-1 0 

111-22 

Detail Statement o f  Taxes 

EIectric Property 62 Accurn PFOV for Depr & Amt-lz 

An&ea M. Wallace 
Administrator: -Regulated Accounting 

Enclosure 
Cc: Errol Wagner (w/pages) 

Kathy PolTs 
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August 19,2009 

Comionwealtll of KentwAv 
Public Service Codssioxb 
21 1 Sower Boulevard 
P.O. Box 615 
FRX&~O~"~, KY 40602-0615 

American Electric Power 
1 Riverside Plaza 
Coiurnbus, DH 03215.2373 
AEP.com 

AlJG 2 4 

Please find enclosed July 2009 Financial Report pages for K.enhds.y Power Company 
consisting oftbe following: 

. Pape Nos. Description 
E Income §tatem& 

2 Balance Sheet - Assets & Other Debits 

3 Balance Sheet - Liabilities & Other Credits 

4 Statement of Retained E W g s  

5 Deferred Cxedits 

6-7 D'etails of Operating Revenues 

8 Operating Expenses - Functional Expenses 

9-10 Detail Statement of Taxes 

11-12 Electric, Property & A c c m  Frov for Depr (& Anap;lz 

Sincerely, n 

Andrea M. Wallace 
Adminisirator -Regulated AccounZing 

Enclosure 
Cc: Enol Wagnei- (wjpages) 

Kathy Potts 
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September 29,2009 

Commonweald ofKentu& 
Public Service Commission 
21 1 Sower Boulevard 
P.O. Bbx 615 
Frkankf~rt, KY 40602-06 B 5 

American Electric Power 
1 Riversido Plaza 
Columbus,OH 43215-2373 
AEPmrn 

Please find enclosed August 2009 Fhnancid Report pages for Kentucky Power Company 
consisting of the followilzg: 

I Page Nos. Description 
1 Income Statement 

2 Balance Sheet - Assets ZL Other Debits 

3 Balance Sheet -- LiabiIities & Other Credits 

4- Statement o f  Retained Eaullings 

5 Deferred Credits 

6-7 Details of Operating Revenues 

8 Operating Expenses - Functional Expenses 

9-10 DetaiI Statement of Taxes 

11-12 Electxic Property & A c c w  Prov for Depr & Anvrtz 

Andrea M. Wallace 
Administrator -Regulated Rccouulting 

Enclosure 
Cc: Errol Wagner (w/pages) 

Kathy Potts 
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American Electric Power 
1 Riverside Plaza 
Columbus, DH 43215 
AEP.com 

October 22,2009 

Please find enclosed September 2009 khnancial Report pages for: Kentucky Power 
Company consisting ofthe folfovving: 

Pwe Nos, Descrbtion 
1 bcome Statement 

2 Balance Sheet -' Assels & Other Debits 

3 . Balace Sheet - Liabilities & Other Credits 

4. Statement o f  Retained Earnings 

5 

6-7 

8 

Deferred dlredits 

Details of Qperating Revemes 

Operating Expenses - Functional Expenses 

9-10 Detail Statement oPTaxes 

11-12 Electric Proper? & Accum Prov for Depr 8, Anartz 

Andrea M. Wallace 
Adminisinitor -Regulated Accounting 

Enclosure 
Cc: &ol Wagner (w/pages) 

Kathy Potts 
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Kentucky Power Company 
Amounts Charged to Kentucky Power by AEP Service Company 

Schedule 10(6)(t)l 
Page 1 of 2 

12 Months Ended 12 Months Ended 12 Months Ended 12 Months Ended 
ActivibjylSewice Provided: -. September 30,2009 December 31,2008 December 31,2007 December 31,2006- 
Design & Construct New Generatlng Facilities 
Develop & Market Services for Unregulated Markets 

$ 22,800 $ 79,294 $ 46,990 $ 39,864 - 

Develop Distribution System Plan 
Develop Regulated Business 
Develop Transmission System Plan 
Develop Wholesale Business 
Develop/Deploy InfolCommunication Systems 
Engineer, Design & Construct Dislribution Facilities 
Engineer, Design & Construct Transmission Facilities 
Ethics &. Compliance Investigations 
Maintain Plant 
Manage 8: Operate Fossil & Kydro Generating Assets 
Manage & Support Human Resources 
Manage Accounting & Finance 
Manage Corporate Relations & Governance 
Manage Environmental Compliance 
Manage Supply Chain 
Operate LZ Maintain Distribution Facilities 
Operate & Maintain Transmission Facilities 
Operate Power Plants 
Plan Ib Improve the Business 
Plan Energy Generation 
Procure, Produce & Deliver Fuel 
Provide Corparafe Support 
Provide Internal Customer Service 
Provide Retail and Wholesale Customer Service 
Overhead Loading 
Provide Shared Services 
System Pool Allocation 

Grand Total 

91,831 
654,940 

79,380 
40,100 

462,652 
395,578 
53,699 

153,441 
39 

852,377 
1,119,894 
1,275,365 
2,183,199 
1,859,8 12 

326,069 
165.077 
646,103 

1,791,852 
324,78 I 

2,810,899 
145,193 

894 
1,360,332 

969,361 
4,254,392 

3,842,994 
23,549 

(587) 

88,384 
620,184 
1'10,706 
40,628 

460,876 
338,071 
75,396 

201,373 

972,083 
2,759,989 
2,206,601 
2,820,213 
1,644,239 

345,422 
190,864 
526,594 

f.223,684 
329,793 

2,983,985 
132,429 

147 
1,262,455 

955,209 
4,128,942 

222 
4,876,812 
(229,883) 

_I 

f 14,979 
642,997 
97,126 
40,113 

220,328 
261,840 
107,270 
112,201 

609,252 
1,743,771 
1,603,488 
1,573,689 
2,140,336 

547,123 
227,007 
500,486 

1,105,314 
325,235 

2,598,340 
145,611 

8,461 
1,216,767 
1,145,989 
4,489,927 

569 

582,261 
4,800,174 

41,296 
512,401 
125,558 
31,409 

114,549 
233,655 
104,690 
108,150 

694,105 
1,682,914 
1,358,924 
2,115,200 
2,249,OO 8 

499,076 
285,418 
576,962 

1,031,282 
301,407 

1,335,095 
135,915 

1,199 
656,298 
966,480 

4,531,063 
2,346 

4,373,365 
3,643,365 

27,750,996 25,306,017 $ 29,144,714 $ 27,007,647 $ E 

American EIectric Power Service Corporation (AEPSC) is a wholty owned subdiarily of AEP and is the Centralized Service Company for the AEP 
System. AEPSC's activities are authorized by the FERC under the Public Utilities Holding Company Act of 2005. AEPSC performs, at cost, various 
corporate support services for subsidiaries of AEP, including I<entuclcy Power. 

AEPSC transactions are accounted for through a work order system as required by the FERC. Expendifures for support services are accumulated in 
work orders and are billed to the company or companies benefiting from the service. Accounting within each work order is in accordance with the 
FERC Uniform System of Accounts. The costs for services benefiting only one company are directly assigned and are billed 100% to that company. 
Where services benefit more than one company, the costs for those services are allocated lo the benefiting companies using an approved allocation 
factor. The allocatioii factor for any given allocation of costs is selelcted for use because it best reflects the cost driver associated with the service 
provided 

The FERC monitors the factors used for allocations, through required annual reporting, and can audit the validity of each factor. All services are 
billed at cost, with no profit charged, as required by the FERC's "at cost" rules. 

Further information on the allocation of costs by AEPSC can be found in the Cost Allocation Manual, as filed in Case No. 2009-00459, 
Volume 1-A. 
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Kentucky Power Company 
Amounts Charged to Kentucky Power by Aftiiliates Other than AEPSC 

Schedule 10(6)(t)l 
Page 2 of 2 

12 Months Ended C?. Months Ended 12 Months Ended 12 Months Ended 
Affiliate .-~ Septemb~30,2009 December 31,2008 December 31,2007 December 31,2006 

Appalachian Power Co. 
AEP Texas Central Co. 
AEP ‘Texas North CO. 
Columbus Southern Power Co. 
Indiana Michigan Power Go. 
Kingsport Power CO. 
Ohio Power Co. 
Public Service Go. of Oklahoma 
southwestern Electric Power Co. 
Other 

$ 1,527,500 
56,167 

597 
73,191 

214,650 
7,662 

221,365 

20,038 
1,192 

3 ~ x 1 8  

-- 

$ 1,806,353 
195,052 

2,106 
89,993 
8,289 

15,082 
128,005 

9,286 
9,241 

32 

$ 612,505 $ 
173,452 

3,536 
75,100 
5,363 

19,031 
304,092 

11,337 
34,900 

.-- 835 ”-..- 

488,243 
88,400 
5,282 

55,765 
1 1,076 

150,223 
4774,590 

10,479 
14,649 
1,642 .- 

Total Amount Charged to KYP $ 2 ,4a~,36~ $ 2,263,439 $ 1,240,233 $ 1,300,349 

I(entucky Power tias a variety of transactions with affiliates on a normal basis. Yransactlons with affiliates generally fall into two 
categories. The first category, service payments, is a billing made when an affiliate provides a service to Kentucky Power, such  as 
Appalachian Power providing assistance in distribution maintenance, or other affiliates providing assistance during storm recovery 
efforts. The second category, convenience payments, occurs when an affiliate company receives an invoice and the cost of that 
invoice should be borne by multiple AEP companies. For example, a legal invoice for a system-wide issue may be  paid by one 
affiliate company, and that company then bills the other affiliates who benefit from the service. 

Charges from aRliates are accumulated using a work order system. All affiliate services and ranvenience payments are billed to 
Kentucky Power at cost, per FERC affiliate requirements. 



SECTION II 
Application Exhibit-A 
Page 350 of 367 



SECTION II 
Application Exhibit-A 
Page 351 of 367 



SECTION I I  
Applicatian Exhibit-A 
Page 352 of 367 



SECTION I I  
Application Exhibit-A 
Page 353 of 367 



SECTION I I  
Application Exhibit-A 
P a g e  354 of 3G7 

Production 
Transmission 
Distribution 
General 

5,267 14,586 36,229 I 13,603 4 89,967 

798 2,642 2,968 3,582 4,014 

5,137 12,683 8,919 8,746 9,860 
5,769 23,396 30,019 61,982 65,661 
I 

Note: 
* Ju%y 201 0 through Decetnlser 2013 Reflects the Capitaf Portion of the  Reliabili!y Adjustment 
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January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Operation - (3L Maintenance Expense ($OOOs)i; - - 2009 - 201 0 -- 201 I - 2012 20f3 

7,735 
8,236 
9,528 
9,248 
8,782 
7,617 
9,402 
8,756 
9,138 

6,500 10,736 
8,235 10,'f 73 
6,839 10,837 

10,636 
9,422 

10,466 
10,'16& 
9,7'l 1 

10,271 
10,615 
10,267 
10,26O 
10,779 
9,722 

'16,078 

2 0,695 
4 0,695 
10,697 
10,697 
10,697 
'10,697 
10,697 
40,695 
10,689 
10,689 
f 0,689 
10,689 

11,263 
1 9,257 
I 1,285 
I 'I ,285 
1 1,285 
1'1,285 
1 1,285 
11,277 
1 'i ,270 
1 1,270 
1'1,270 
I 1,270 

"Does not include Fuel, Purchased Power, Allowances and Consumables 
July 2010 through December 2013 Reflects the 88tM Portion of the Reliability Adjustment 
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Ln 
-- No 

( 7 )  

1 

2 

3 

4 

5 

Customer 

(2) 

Resldenlial 

Commerclal 

Industrial 

Test 

(3) 

143,802 

29,524 

1.444 

Kentuck!! Power Company 
Case  No. 2009-00459 

Hlslorlcaf Test Pertod Endlng September 30,2008 

Flllng Requlrement 
8071U.RS:OOI Section 10 (7) (E) 

Test Year TeslYear 
Customer Customer 
Average Average 
Usaae kWh Cost 
(4 
17,315 0.0824 

48,530 0.0644 

2,227,111 0.0590 

Change in Test Year Revenues 
Calendar Year ' Due to Chanqe in Number of Customers 

__ 2010 gfJ gQQ m 

144,012 144,034 144,283 $ 299,619 S 331,007 f 666,270 

29,896 30.270 30,536 $ 1,523,687 $ 3,055,565 $ 4,145,083 

1,378 1.370 1,361 S (8,672,370) S (9,723,567) S (10,906.163) 

376 376 s . 3ma s 3?~18--.-.-- 3.61 E Other 375 27,347 0.1323 - 
Tolal 175,145 175,662 176,050 776.556 $ (6.845.447) S (6,333,376) $ (6,071,192) 

376 -----.I- 

Source: 
Page 9 Twelve Months September 2009 
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BistoricaB Test Period EiTndinag September 30,20 



SECTION I 1  
Application Exhibit-A 
P a g e  359 of 367 



SECTION l l  
Application Exhibit-A 
Page 360 of 367 



SECTION I I  
Application Exhibit-A 
Page 3 G l  of 367 



SECTION II 
Application Exhibit-A 
Page 382 of 367 



SECTION I I  
Application Exhibit-A 
Page 363 of 367 



SECTION I I  
Application Exhibit-A 
Page 364 of 367 

Ken.tucky Power Company will mail a general statement explaining the change in rates 
proposed in Case No. 2009-00459 to all Kentucky retail customers during the month o f  
January 20 14). A copy ofthe transmittal statement is atlaclied. 
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Please Take Notice that on December 29,2009, IUCo filed with the ICentucly Public Service Commission 
a request for an adjustment of its electric rates and charges to become effective on and after January 29, 
2010. 

In addition to the rate changes described below, ICPCo proposes the following new electric tariffs andor 
charges: Experimental Residential Service Time-ofDay2, Experimental Small Gerieral Service The-of -  
Day, Large General Service Time-of-Day, Emergency Curtailable Service-Capacity & Energy, Alternate 
Feed Service Rider, Utility Gross Receipts Tax (School Tax), ICenh~cky Sales Tax, Transmission 
Adjustment. 

In addition to the proposed new tariffs and charges above, KPCo is proposhg numerous changes in both 
rates and text of the tenns and conditions ofproviding service to its customers. These changes include, but 
are not limited to, increased availability of calculated deposits, method of determining additional or 
supplemental deposit requirements, availability of the average monthly payment plan, the Company’s 
liability, billing formats, increases in some special charges and the establishment of a reconnect charge for 
customers who request that ilieir service be reconnected within twelve months of having requested that the 
same service be disconnected. Also included are numerous changes, both substantive and in form, to the 
terms and conditions of providing service to every customer class. 

KPCo proposes to change the text OF the following tariffs: Residentid Service, Residential Service Load 
Management Time-of-Day, Residential Service Time-of-Day, Small General Service, Medium General 
Service, Medium General Service Time-of-Day, Large General Service, Quantity Power, Commercial and 
Industrial Power Tinie-,of-Day, Contract Service- Interruptible Power, MunicipaI Waterworks, Outdoor 
Lighting, Sheet Lighting, System Sales Clause, Demand-Side Management Adjustment Clause, Energy 
Price Curtailable Service Rider, Environmental Surcharge, Experimental Real-Time Pricing, Green Pricing 
Option Rider. 

Copies of fhe proposed tariffs containing both text and rate changes may be obtained by contacting Errol K. 
Wagner, Icentucky Power Company at P. 0. Box 5190, Frankfort, Kentucky 40602-51 90 or by telephone at 
502-696-70 1 1. 

If approved as filed, the Company’s proposed changes to its rates and tariffs will resuIt in a proposed 
annual increase in electric revenues of approximately 22.87% for KPCo. KPCo’s proposal includes a 
proposed Transmission Adjustment Tariff which adjusts customer’s charges based upon the wliolesale cost 
of transmission. If that adjustment is not approved, and the application is approved as filed, KPCo’s 
proposed annual increase in electric revenues will be approximately 2425%. 

If approved a s  filed, the application will also cause the Net Merger Savings Credit (N.M.S.C.) Tariff to be 
withdrawn fiom service effective with the change in base rates and result in the end of the  associated 
credits. In its base rate application, IQCo is proposing to include all net savings resulting from the merger 
in its proposed base rates. When new base rates become effective, customers should receive the benefit of 
all of these savings through base rates, including the current shareholders’ portion. 

The rates contained in this notice are the rates proposed by KPCo; however, the Public Service 
Commission may order different changes in rates than those proposed by KPCo. Such action by the 
Commission niay result in rates for customers other than those contained in this notice. 

The estimated annual revenue increase per customer class, without and with the proposed Transmission 
Adjustment Tariff, is as follaws: 
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The average monthly bill for each customer class to which the proposed elecbic rates will appIy will 
increase approximately as follows: 

UL 75 $1 1.30 $15.13 $3.83 33.90% $15.13 $3.83 33.90% 
SL 1 L%L______” . $1,518.08 $1,832.99 $314.91 20.74% $2,832.99 6314.91 20.74% 

Any corporation, association, body politic or person may by motion within thirty (30) days afler publication 
or maiIing of notice of the propased rate changes request leave to intervene in Case No. 2009-00459. The 
motion shall be submitted to the Public Service Commission, 211 Sower Boulevard, P. 0. Box 615, 
Frankfort, Kentucky 40602-0615, and shall set Forth the giounds for the request, including the status and 
interest of the party. Intervention may be grantcd bcyond the tliirfy (30) day period for good cause Thc 
Public Service Commission’s phone number is 502-564-3940. 

Intervenors may obtain copies of tlie Application, testimony and any other filings by contacting ICentucky 
Power Company at 101 A Enterprise Drive, P. 0. Box 5190, Frankfort, I<entuclcy 40602-5190, attention 
Errol K. Wagner or by calling 502 696-7010. A copy of the Application, testimony and any otlier filings is 
available for public inspection at KPCo’s offices located at l 0 l A  Enterpiise Drive, Frankfort., ICY 40601 
with a phone number of 502-696-7010, 12333 Kevin Avcnue, Ashland, ICY 41102 with a phone number of 
606-929.1463, 1400 E. Main St. Hazard, ICY 41701 with a phone number of 606-436-1330, 3249 North 
Mayo Trail Pikeville, KY 41501. with a phone number of 606-437-3824 or &om the Public Service 
Commission at the address and phone number stated above. 
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One hard copy of the Cost AZilocation Mmual is being provided to the Commission in 
Volume I -A, Due to the voluminous na-twe of the document, the Company is providing 
a copy of the Cost AlIocation Manual on a CD, filed herewith in Volume I, Section 11, 
Application Exhibit A. 
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